*

AUSTRAL

ISSN 2238-6262

Revista Brasileira de Estratégia e RelagGes Internacionais
Brazilian Journal of Strategy & International Relations

Brazilian Foreign Policy and

South-South Cooperation

v.1, n.2, Jul/Dec 2012



ISSN 2238-6262

AUSTRA

Revista Brasileira de Estratégia e Relagdes Internacionais

Brazilian Journal of Strategy & International Relations

Brazilian Foreign Policy and South-South Cooperation

Porto Alegre, n.1,v.2 | Jul/Dec. 2012

urkes

UNIVERSIDADE FEDERAL NERINT
DO RIO GRANDE DO SUL ticiea srasiio de Esvatios & Relagies rtermacans




This work was supported by IPEA, a research and development entity of the Brazilian
Government, and by the Government of Rio Grande do Sul.

O presente trabalho foi realizado com o apoio do IPEA, entidade do Governo Brasileiro

voltada para a pesquisa e desenvolvimento, e do Governo do Estado do Rio Grande do Sul.

e a / dgir?cmde

Instituto de Pesquisa Economica Aplicada 0 u
Governo do



ABOUT THE JOURNAL

AUSTRAL: Brazilian Journal of Strategy & International Relations is an
essentially academic vehicle, linked to the International Strategic Studies
Doctoral Program (PPGEEI) of the Faculty of Economics (FCE) of
the Universidade Federal do Rio Grande do Sul (UFRGS) and to the Brazilian
Center for International Relations and Strategic Studies (NERINT) — a research
center of the Latin American Institute for Advanced Studies (ILEA/UFRGS). Its
pluralist focus aims to contribute to the debate on the international political and
economic order from the perspective of the developing countries.

The journal publishes original articles and book reviews in English,
Portuguese or Spanish about themes that lie in the vast area of Strategy and
International Relations, with special interest in issues related to developing
countries and the South-South relations, their security issues, the economic,
political and diplomatic development of emerging nations and their relations with
the traditional powers. The journal’s target audience consists of researchers,
specialists and postgraduate students of International Relations.

The journal will try, through its publication policy, to ensure that each
volume has at least one author from each of the great southern continents (Asia,
Latin America, Africa), in order to stimulate the debate and the diffusion of the
knowledge produced in these regions. All of the contributions will be subjected to
a scientific review.

SOBRE A REVISTA

AUSTRAL: Revista Brasileira de Estratégia e Rela¢des Internacionais é um
veiculo essencialmente académico, ligado ao Programa de Pés-Graduac¢io em
Estudos Estratégicos Internacionais da Faculdade de Ciéncias Econémicas da
Universidade Federal do Rio Grande do Sul/UFRGS e ao Nicleo Brasileiro de
Estratégia e Rela¢des Internacionais — NERINT, Centro de pesquisa do Instituto
Latino-Americano de Estudos Avancados da UFRGS. O enfoque pluralista esta
vinculado a contribui¢do para o debate sobre a transicdo da ordem politica e
econdémica internacional, a partir de wuma perspectiva dos paises em
desenvolvimento.

A revista publica artigos e resenhas inéditos nos idiomas inglés, espanhol e

portugués cuja temadtica se situe na drea das relagdes internacionais, com énfase
na politica internacional dos paises em desenvolvimento e que tenham como foco
principal as Relacées Sul-Sul, as questdes de seguranca, o desenvolvimento
econdémico, politico e diplomatico das na¢des emergentes e suas relagdes com as
poténcias tradicionais. Tem como piblico alvo pesquisadores, especialistas e pos-
graduandos da area de Rela¢des Internacionais.

A Revista Austral procurara, na sua politica de publicacdo, que cada
ntmero conste de, a0 menos, um autor de cada grande continente austral (Asia,
América Latina, ;\[‘rica) com vistas a estimular o debate e a articulacdao de
conhecimento produzido nestas regides. Todas as contribui¢des sdo submetidas a

avaliacao cientifica.
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EDITOR’S NOTE

Paulo Fagundes Visentini'

Austral: Brazilian Journal of Strategy and International Relations is the first
Brazilian academic journal of the area to be edited entirely in English in print
(and bilingual Portuguese-English in electronic form) as a way to broaden the
dialogue with foreign students. The first number analyzed the crisis and the
transformations of the international system, attracting mainly foreign authors
as an incentive of exchange with other institutions. Now in its second number,
AUSTRAL focuses on the Brazilian Foreign Policy and South-South
Cooperation, drafted mainly by Brazilian authors and presented by Professor
Amado Luiz Cervo, the Dean of this theme, which makes us very proud.

Political aspects are analyzed in very original perspectives: the
economic impacts, such as the successes and risks in trade with other emerging
markets; and also internal impacts, such as the role of the media and the
teaching of the subject in Brazil. Authors from India and Australia have deep
insights into the South-South cooperation, but this number starts with a topic
of utmost relevance and importance, the crisis of the Euro, written by a
European specialist.

The widespread acceptance obtained when it was released, now
consolidates and deepens with the publication of its second number. AUSTRAL
was officially released during the Brazilian Seminar of Strategic and
International Studies (SEBREEI), event held in Porto Alegre and organised by
the International Strategic Studies Doctoral Program of the Faculty of
Economics of the Universidade Federal do Rio Grande do Sul, the State

! PhD, London School of Economics and CNPq researcher. Coordinator of the International Strategic
Studies Doctoral Program and International Relations Professor at Universidade Federal do Rio Grande

do Sul (UFRGS). (paulovi@ufrgs.br)
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Government of Rio Grande do Sul and the Brazilian Centre of Strategy and
International Relations (NERINT/ILEA/UFRGS). The event was attended by
speakers from all nations of the BRICS, in addition to Latin American
countries.

Thus, the Journal is linked to the activity of postgraduate education
and research since its inception, fully integrated into the great contemporary
debates of strategic studies and international relations.

We would like, once again, to thank the financial support from IPEA
for the publication of the second number and the Relations Coordination of the
Government of the State of Rio Grande do Sul by supporting national and
international distribution, as well as Gabriela Perin for the translations, Airton
Martins, Livi Gerbase and Pedro Alt for the review, and especially to Guilherme
Ziebell de Oliveira, our dedicated Editorial Assistant.

Paulo Fagundes Visentini

Editor
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PRESENTATION: THE FOREIGN
POLICY OF BRAZIL

Amado Luiz Cervo'

The students of foreign policy of Brazil moved from the old diplomatic history,
through the history of foreign policy, to reach the international insertion of the
country. The concept of insertion involves three components: the diplomatic
negotiation, the foreign policy which adds values and national interests to the
former and the movement of non-state actors who act externally in pursuit of
specific interests. From this concept of integration, the paradigmatic analysis
distinguishes four historical impulses, called paradigms, to constrain the
functionality of foreign policy, namely: the primary-exports model from
Independence to 1930; the developmental model, from 1930 to 1989; the
neoliberalism of the 1990s; and what we call the Logistic State, in the 21t
century.

When the University enters the areas of teaching and research Brazilian
foreign relations, since the 1970s, the studies multiplied, hitherto reserved
primarily to the question of the diplomatic corps. Although it is possible to do
so, scholars rarely isolate, in their analysis, one of the three components of
insertion. This is because, in recent decades, proved to be clear and
understandable not only the close links between diplomacy, foreign policy and
foreign relations, but also the rise of society and the new relationship between
society and State.

The development to be promoted submits itself to the national impulse

since the rise of Getilio Vargas in the 1930s. The development would be guided
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via industrialization as the long-term ratio, but was designed differently, by the
leaders over time, as to the mechanisms, steps, ways to relate internal and
external spheres, and the maturity of the process. The liberals of all decades
have understood development, primarily, as an external responsibility of the
more advanced nations, who would meet the national plan with the capital,
enterprises and technologies. Nationalists of all time conceived it, primarily, as
internal responsibility, to be carried out through own inputs. The followers of
the Dependent and those of the Independent theories divided, thus, the opinion
into two branches, which fought for power, i.e., the State.

Drawing strength from these two groups, the liberal and the
autonomist, Brazil's national composition resulted balanced, liberal and
national, open and autonomous, tied to the world and to its own path.
Diplomacy, foreign policy and international relations are increasingly
conditioning one another, over the decades, in such a way that the insertion
resulted remarkably balanced.

One of the first requirements of this model would be the autonomy of
foreign policy, without which the development strategy would escape from
national control. Designed as a decision-making autonomy, as far back as the
1930s, foreign policy was based, however, on cooperation with foreign countries
and the non-confrontation. Obviously, liberals tended to the decisive
subservience and the dependent insertion, as much as the nationalists were
prone to confrontation and isolation. However, balance prevailed as a guideline
over time. In short, the political calculation would have to include the
reciprocity of benefits of the insertion when considering one’s own interests and
those of the others.

The Brazilian model of integration, based on this vision of international
relations in which nations cooperate with one another, certainly does not rule
out the inevitable clash of interests whose overcoming, by reconciliation or not,
is a duty of diplomatic negotiation. If the management of the link between the
distinct national and international interests, particularly the economic ones, has
been historically difficult in the Brazilian experience, even harder the attempt
to reconcile values among nations, based on Brazil’s own vision of the world,
should be. West, socialism, capitalism, clash of civilizations, among other
elements, interfered their ideological and cultural dimensions in thinking and

decision-making process as inputs and as national challenges. Sometimes such
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inputs deepened the rift between liberals and independists, as witnessed in the
controversy between intellectuals and rulers in the 1960s, a debate that arose
again at the turn of the millennium, at the time of the neo-liberal experience.

Ethnically heterogeneous and culturally plural, the national identity of
Brazil, as a nation with enormous social inequalities and ambitious of
development, served as the source of external conduct. The relationship
between national identity and international insertion rendered the coexistence
of differences and pacifism as values and goods in their own right. However,
managing values in international politics has proved itself even more
troublesome than managing material interests or security. The global scene is
made up of the imposition of its own values, which are understood as systemic
bargains by governments and societies in which distinct national identities are
constituted.

The foreign policy of Brazil moves, as mentioned before, toward its
international insertion maturity. Thus, the 21 century is an advanced point of
arrival of a new country, searching its own destiny. What are the traits of the
Brazilian model of international insertion in the 215 century?

Nothing of neo-developmentalism is observed in the Brazil of the 21
century if we consider as paradigm the Argentinian experience, which is mainly
composed of a return of the exacerbated deviations of developmentalism: re-
nationalization, protectionism, monetary instability, and economic and
financial isolation. The Latin America of the 21t century does not realize the
consensus of a paradigm, as it had done from the independence until 2000. The
international rise of Brazil in the 215t century detaches itself from its neighbors
and that is precisely due to its progress to systemic maturity, which better
incorporates the benefits of development, adds to it the convenient
interdependence of liberalism, but extends the autonomy inherent to the
strategic calculus of foreign policy, all surrounded by balance.

The key determinant of international insertion of Brazil in the 21t
century is the emergence of society. Over six decades, it was up the State to
conceive and dictate to a society, which was almost inert to the nature and
requirements of national interests, as well as the values of identity, and drag
this society towards development. The neoliberal paradigm of the 1990s,

weakening the State and using external subservience, induced beneficial result
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to nation building. The 21t century matures this evolution, which draws
strength from the past, given that various trends in designing and
implementing the policy have always been present in the national tradition.
Thus emerges the society, with organized segments, active leaders, specific
interests to perform, and willing to move.

The functionality of Brazilian foreign policy in the 21t century is
changed in its essence. A new pattern of relationship is established between
State and society, never before having been cultivated with such intensity. The
connection involves the three components of international insertion: diplomacy,
foreign policy and international relations. The State transfers power and
responsibility to non-governmental actors to promote the development and
concedes part of the strategic decision in foreign policy.

At the time of developmentalism, primarily the State had the command
of diplomacy, foreign policy and international relations. At the time of
neoliberalism, this command was delivered to market forces. In the 21t century,
the innovation is based on bringing society into the State, whose functionality
is to administer, from the top, the interests of the segments that act externally,
which are sometimes conflicting interests, and aggregate them into the greater
national interest. This new pattern is called the Logistic State, since it is no
longer the Business State, nor the Neglect State, but only the driver of the
society in pursuit of external opportunities or even inventor of opportunities,
besides being the responsible for the harmonization of its segments.

The diplomatic conduct during the Logistic State is guided by the
principles of reciprocity of benefits among nations in the field of multilateral
negotiations and by the strengthening of bilateral partnerships, since these
partnerships also extend the interests and national power. Among the stable
and appreciated, in economic, political and geopolitical terms, partnerships of
Brazil, we can cite: England, the United States, Argentina, Germany, Italy,
France, Japan, China, Portugal, Spain, among others, which include the entire
neighboring area of Brazil.

The regional integration becomes, in the 21 century, an instrument of
support to Brazilian globalist call. This is accomplished through the influence
on the international scene in order to transform the rules of order and through
more robust links of global interdependence, particularly through the outward

expansion of Brazilian companies. The integration preserves, however, as
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perennial, the function to maintain and cultivate the climate of political
understanding in South America, perhaps in Latin America, since its neighbors
constitute a strategic reserve needed for the global goal to be achieved.

In three areas of external action, the evolution to the systemic maturity
produces the best effects. On the one hand, regional integration builds the
environment of political understanding and cordial relations, although, given
the diversity of national designs and models of integration in the region, it
eventually sacrifices the Brazilian project of productive integration, which
would come alongside the country's economic internationalization. Secondly,
the strengthening of ties with emerging countries, among which Brazil finds
itself. The calculation of benefits contaminates rulers and social leaders.
Emerging countries are more likely, when compared with the countries of the
old advanced capitalist core, to consider the reciprocity of benefits in the rules
that compose the international order; they are more likely to overcome
asymmetries among the nations; and, finally, they share the concept of
international security that replaces the strategy of violence, implemented by
NATO in the Second World War, with the strategy of conciliatory negotiation
in face of conflicts.

The most tangible result of the evolution to maturity is, however, found
in the internationalization of the Brazilian economy. A shy movement until
around 2005, it is subsequently reinforces and geographically shifts: from South
America to North America, to Africa and Europe, Brazilian capitals and
companies move and establish economic interdependence in conditions of
systemic operation.

The efficiency limits of the Brazilian model of international insertion
are created, primarily, internally, in the form of obstacles to the achievement of
results. In the security area, there are the abandonment of the military
autonomy project conceived in the 1970s and the neglect of the defense
industry. In the field of utilization of internal and external investments, the
greatest obstacles put on evolution to maturity abound: excessive tax burden,
high interest rates, bloated bureaucracy and poor infrastructure. In the sphere
of the relationship between State and society, the biggest obstacle is the low
technological innovation derived from the lack of public incentives aimed at

education for innovation and the traditional low propensity of Brazilian
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business community to innovate, except for the agribusiness. These constraints
tend to weaken both the level of competitiveness of the production and the
service systems in the domestic and the foreign trade and outward expansion of

Brazilian enterprises.

*Translated by Gabriela Perin
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THE LESSONS FROM THE EURO
EXPERIENCE

Richard Griffiths!

Twenty years ago, amid a great fanfare of enthusiasm, the Treaty of Maastricht
created the European union and inaugurated the process for creating a single
European currency for most of the then members (except the UK and Sweden,
and later Denmark, that were given a temporary exemption) and all future
members. Twenty years later, the anniversary of the treaty passed almost
unnoticed (EUROPEAN POLICY CENTER, 2012). On that day, however, the
impact of the treaty was never far from the headlines, as had also been the case
for almost every day over the previous months. The Lehman brothers
bankruptcy in September 2008 not only triggered a financial crisis that
threatened to engulf the world, but it set in motion a series of shocks that have
since reverberated through the Euro-area. It is fair to say that the crisis-
management has not been an example of stream-lined efficiency, and there are
lessons to be learned from that experience.

However, the development of the Euro, and the crisis that has
subsequently engulfed it, holds lessons in another direction. The European
Union has long been held as a model, or an inspiration, for other experiments in
regional cooperation and integration, including Mercosul, ASEAN and SADC.
The model embodied a sequence of steps leading to ‘ever closer union’ that
moved from a free trade area through a customs union and a single market and
culminated in economic and monetary union. With the signing and

implementation of the Treaty of Maastricht, the European Union had
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embarked on the penultimate step in this progression. But only half of it — a
monetary union without a fiscal union. The Euro-crisis has now called that
achievement into question and, in the process, undermined the authority of
those espousing a European route towards closer integration, both for
themselves as well as for other nations. As a convinced federalist, myself, I
would not recommend abandoning the European example altogether, but if
there is a lesson to be learned from this sorry episode, it is this: “if you are going
to do it, do not do it this way”.

This article examines the European experience with economic and
monetary union from three perspectives — the design, the implementation and
the management of the euro — before exploring the implications of the current

crisis.

The Design

The decision to embark on the path towards economic and monetary union was
taken after a period of remarkable exchange-rate stability in Western Europe.
Introduced in 1979, it built on the experience of the exchange-rate mechanism
(ERM) which had tied members exchange rates to a band of 2.25 per cent either
side of par (except for Italy which was given a band of 6 per cent) and which
had enhanced central bank cooperation to maintain the parities. Its
introduction, however, had coincided with the second oil crisis and the system
lurched from one crisis to the other, each being resolved by a devaluation or
revaluation within the system to maintain the illusion that it remained intact.
It was similar to a ‘crawling peg’ arrangement, but to dignify it with this
description would be totally to exaggerate the orderliness of its workings and to
forget the whiff of fear surrounding its operation. Within the space of three and
a half years, a gap on almost 30 per cent had opened up in the exchange rates of
the strongest (German DM) and weakest (Italian Lire) currencies. But then
French economic policy converged with the rest, and a calm descended on the
markets. The pervious turmoil was conveniently forgotten (JORDAN-
WAGNER, 1994). Little now seemed to disturb the serenity of European
exchange rates and toward the end of the decade several non-members joined
the system — Spain in June 1989, the UK in October 1990 and Portugal in April
1992. It was against this backdrop that in February 1992 that the Treaty of
Maastricht was signed (ISSING, 2008).

Austral: Brazilian Journal of Strategy & International Relations | v.1, n.2, Jul/Dec 2012
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The design for economic and monetary union was based on five
requirements that had to be met before being accepted into the single currency.
First, countries had to have maintained stable exchange rates within the ERM
for two years preceding membership. There then followed two fiscal targets -
the stipulation that the annual government deficit should not exceed 3 per cent
and that the level of sovereign debt should be no higher than 60 per cent.
Presumably assuming that these requirements were met, there followed two
further targets (or consequences) for the rates of inflation and for the cost of
long-term borrowing. But these were given a further tweak in the direction of
monetary prudence by expressing the targets not in terms of the average for the
group, but in terms of the three lowest in the group, regardless of their relative
size or importance. Thus inflation was not to exceed this target by more than
1.5 percentage points and long-term interest rates were not to be more than 2
percentage points higher. Generally, these requirements were perceived at the
time to be deflationary and this was interpreted as a concession to German
demands as the price for surrendering its own domestic currency, which had
been exceptionally successful in this respect. And what was good for Germany
was presumably good for the rest of us as well (GARRETT, 1993).

Although the design has the virtue of simplicity, there are several
curious deficiencies. For a start, the target for the deficit is absolute and only in
one direction. It offers no opportunity for offsetting better performances (lower
deficits or even surpluses) against an overshoot. If a deficit comes as a result of
a recession, there is still an obligation to impose a deflationary budget. There is
no scope at all for the kind of deficit financing engaged upon by the US in the
shadow of the recession following the Lehman crisis and staying within the
rules. Secondly, there is an inconsistency between tolerating a government
deficit, albeit 3 per cent, and the objective of holding down the level of external
sovereign debt. The only way to avoid steadily accumulating a relatively
greater debt is either to grow faster than 3 per cent that is added to the debt
burden (BUITER; CORSETTI; ROUBINI, 1993). Growing consistently, or
even sporadically, faster than 3 per cent per annum is something that the more
advanced European economies have struggled to do since the first oil crisis of
1973. On the other hand, growth ‘convergence’ for the less advanced economies

was almost a religion among European economists, as they utilized untapped
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productivity resources and invested the convergence or cohesion funds
transferred to them from the EU budget. Unfortunately, the recipe for growth
usually entailed a trade-off in terms of higher inflation (FINGLETON, 1999;
LEONARDI, 1995). This, in its turn would create a further problem. Locked
first into fixed exchange rates, which precluded any currency depreciation, and
later locked into a single currency and, furthermore, deprived of domestic
monetary instruments, there were few options for dealing with the cumulative
inflationary results. Finally, the interest rate target is an implied derivative
from achieving the prescribed budget discipline and seem to be left to the mercy
of the markets. This is eminently sensible, if the market is assumed to operate
rationally and predictably. If it does not, however, governments are left with
pitifully few short-term policy measures to alleviate the situation, and so too
were the officials of the European Union. The stance of the monetary
authorities was to be that there would be no ¢ bail-out’ of economies in
difficulties and therefore there was no provision of funds to cover just such an

eventuality.

Implementation
The Maastricht treaty envisaged three steps whereby the new European
currency would be created. In the first phase, capital controls would be removed
and inter-bank cooperation would pave the way for the creation of a more
central monetary authority. The second stage began with the creation of a
European Monetary Institute and the five criteria agreed in Maastricht were
enshrined in a Stability and Growth Pact, which was to be monitored by the
European Commission. At the end of this stage, exchange rates would be locked
together and the European Central Bank would be established. At this stage the
euro was introduced as a means of transactions, but the launch of the currency
into circulation would wait for four years (ISSING, 2008). That moment took
place on 1%t January 2002. I was in Rome that day and still remember how, at
the end of the day, I examined the loose change in my pocket to discover also
coins minted in Germany, Ireland and the Netherlands. I should add that the
novelty soon wore off. By then, however, things were already going badly
wrong.

In May 1998 eleven members of the EU were declared to have met the

conditions for euro membership and became the first wave to adopt the new
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currency. Two other members, namely Denmark and the UK, had acquired opt-
out clauses. This left only Greece and Sweden as members deemed ineligible,
and Greece was admitted into the new currency in January 2001. For the
record, all subsequent members of the European Union assumed the obligation
to join the euro area, when conditions had been met. Slovenia did so in 2007,
Cyprus and Malta joined the following year, Slovakia acceded the year after
that and, finally in 2011 Estonia became a member.

But let us return to those heady halcyon days of Europhoria as
countries lined up to join the new currency area. One criteria was that they
should have a government debt ratio of no more than 60 per cent of GDP, but
should it be higher at the moment of entry, that it should be diminishing at a
“satisfactory pace”. If we look at the statistics that policy-makers had before
them at the time, in the two years before joining, three countries - Belgium,
Italy and Greece - had debt ratios already towering above 100 per cent of GDP.
Although they showed some decline this was at a rate that would still leave
them far outside the target range two decades later. Greece too, had a debt ratio
hovering around 100 per cent. Five other members - Austria, Germany, the
Netherlands and Portugal and Spain - had debt ratios between 60 and 70 per

cent.

Table 1: Government Debt:GDP Ratio (%)

Austria Belgium Finland France Germany Ireland

1997 1998 1997 1998 1997 1998 1997 1998 | 1997 | 1998 1997 1998

66.1 65.6 1247 | 121.3 59.0 57.3 57.3 58.2 61.7 61.4 65.8 59.2

Ttaly Luxembourg | Netherlands Portugal Spain Greece

1997 1998 1997 1998 1997 1998 | 1997 1998 | 1997 | 1998 2000 2001

123.2 | 121.9 6.7 6.9 73.4 71.5 62.5 60.8 68.1 66.5 1028 | 99.7

Source: European Commission, Furopean Economy. Statistical Annex 1998 and 2001

If the Maastricht treaty had been taken seriously, the introduction of
the Euro in 1999 should have taken place with seven fewer members than it did,
and Greece should not have been allowed to join two years later. This, of course,
is where politics enters the frame. A major step forward on the road to
integration without four of the six founding members of the European Union
was plainly unthinkable. Equally a monetary union comprising only Finland,

France, Ireland and Luxembourg would have made no economic sense
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whatsoever. So, for the first time, and not for the last, the details of an
agreement were pushed aside to make way for political expediency. And,
having admitted Belgium and Italy with excessive sovereign debt ratios, the
EU was scarcely in a position to extend the courtesy to Greece whose debt ratio
appeared less bad than either of these. Policy-makers work with figures that
they have to hand, but these figures are often revised afterwards either because
the data itself is updated or because definitions have shifted. For debt ratios
these revisions over time have been favourable, and would have allowed
Portugal to qualify for euro-membership on this criteria. For Greece, however,
the situation was slightly worse(EUROPEAN COMISSION. FEuropean
FEconomy, Statistical Annex, 2011).

Table 2: Net government borrowing (-) or lending (+) as % gdp

Austria Belgium Finland France Germany Ireland
1997 | 1998 1997 1998 1997 1998 1997 1998 1997 1998 1997 1998
-2.8 -2.6 -2.6 -2.3 -1.4 -0.2 -3.1 -3.0 -3.0 -2.6 +0.6 +1.2

Ttaly Luxembourg | Netherlands Portugal Spain Greece
1997 | 1998 1997 1998 1997 1998 1997 1998 1997 1998 | 2000 | 2001
-3.0 -3.7 +1.6 +1.0 -2.1 -2.9 -2.7 -2.4 -2.9 -2.4 -2.7 -3.1

Source: European Commission, European Economy. Statistical Annex 1998 and 2001

A second Maastricht criteria was that current government deficits
should not exceed 3 per cent of GDP. At first sight, the record on this score was
remarkably good but the results conceal a great deal of statistical and
definitional creativity. Pension funds were creamed and capital assets sold and
included under current revenue; parts of government debt were conveniently
parked out of sight and GDP figures were massaged upwards, by as much as 10-
20 per cent (BOS, 2008. FN 15). The impact of changes in methods and
definitions in the Netherlands in 2001, for example, to raised its GDP by 4.5 per
cent and reduced its debt ratio from 52.95 to 50.7per cent (CBS, Press Release,
1.6.2005). There was plenty of room for further revisions, if efforts were taken
to include the ‘black economy’ in official estimates as Italy did in 1987, thereby,
in one leap, overtaking the UK as the world’s fifth largest economy (SIESTO,
1987). Even so, Italy and Greece still failed to meet the Maastricht criteria on
this point, but were still admitted. The reason was simple. If one was going to

ignore a mountain of debt, who was going to quibble over a couple of decimal
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points? In this particular case, historical revision had not been too kind to
Portugal, Spain and Greece, all of which now have fallen above the three

percent range and therefore the official qualification threshold.

Management

Once the Euro had been introduced, it was for the European Central Bank and
the ministers of finance of the Eurozone to manage the new currency. The
backbone for monetary discipline was the so-called Stability and Growth Pact,
that took over in their entirety all the Maastricht criteria. One of these was that
budget deficits should be no higher than 3 per cent of GDP. This was first
seriously challenged in 2001-2 when a temporary recession led to a surge in
budget deficits and threatened to push France, Germany, Italy and Portugal
over the threshold. It was ironic that this crisis should embroil Germany since it
had been largely responsible for insisting on a strict and restrictive rule in the
first place. Had the rule contained some counter-cyclical provisions such a
development would never have caused a problem but that was not the case.
Indeed breaching the rules could invoke sanctions in the form of fines
equivalent to 0.5% of GDP. But these sanctions were not automatic.

Instead of accepting the discipline of their own rules, France and
Germany together began a campaign for ‘easing’ them. As a result of their
combined pressure, a recommendation by the Commission that the two
countries take immediate measures to rectify the position was overruled by the
finance ministers at their meeting in November 2003 (COLLINGON, 2004). In
2005 the ministers, against the misgivings of the ECB, relaxed the rules
themselves in a way that allowed the ministers to take a longer-term view of
budget perspectives and which permitted countries with a debt ration below 60
per cent a budget deficit of 1 per cent of gdp, but which held countries with a
deficit of over 100 per cent to achieving a balanced budget or even generating a
surplus (FISCHER; JONGUN; LARCH, 2006). Significantly, nothing was done
to strengthen enforcement mechanisms and the new regime was repeatedly
flouted by countries as Austria, Greece, Italy and Portugal. The reason was
simple. Once the rules had been bent in favour of the strong, they lost the moral
authority to reimpose them on the weak even if they had the inclination to do

SO.
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Table 3: Government Debt:GDP Ratio (%)
99 00 01 02 03 04 05 06 07 08

Austria -2.7 -2.9 -4.3 -2.9 -3.0 -3.4 | -5.9 -4.1 -3.1 -3.5
Belgium -0.6 0.0 +0.4 | -0.1 -0.1 -0.3 -2.7 -0.1 -0.3 -1.3
Finland +1.6 | +6.8 | +5.0 | +4.0 | +2.4 | +2.3 | +2.7 | +4.0 | +5.2 | +4.2
France -1.8 | -15 | -15 | -31 | 41 | -36 | -29 | -24 | -2.7 | -3.3
Germany -1.5 1.3 -2.8 -3.7 -4.0 -3.8 -3.3 -1.6 +0.3 | +0.1
Greece -3.1 -3.7 -4.5 -4.8 -5.6 -1.5 -5.2 -5.7 -6.4 -9.8
Ireland +2.7 | +4.7 | +0.9 | -0.4 | +0.4 | +1.4 | +1.6 | +2.9 | +0.1 | -7.3
Italy -1.7 -0.8 -3.1 -2.9 -3.5 -3.5 -4.3 -3.4 -1.5 2.7

Luxembourg | +3.4 | +6.0 | +6.1 | +2.1 | +0.5 | -1.1 | 0.0 | +1.4 | +3.7 | +3.0
Netherlands | +0.4 | +2.0 | -0.2 | -2.1 | -3.1 | -1.7 | -0.3 | +0.5 | +0.2 | +0.6
Portugal 27 129 | 43 |-29 |-30 |-34 |-59 | 41 | -31 | -35
Spain -14 | -1.0 | -06 | -05 | -0.2 | -0.3 | +1.0 | +2.0 | +1.9 | -4.2

Source: European Commission, European Economy. Statistical Annex 2011

The ‘result’ of fiscal prudence should have revealed itself in two
‘market’ mechanisms —relatively low government borrowing costs and relatively
low inflation rates. Indeed both ‘effects’ were apparent. One almost immediate
impact was a sharp reduction in the range of interest rates governments had to
pay for long-term borrowing, which was in sharp contrast to the period leading
up to the adoption of the Euro (EHRMANN et a/, 2011). What is slightly more
disturbing is why this should have been so. In economic theory markets
function properly when there is transparency, shared knowledge, low
transaction costs and economically rational actors. Government debt should be
one of the more predictable markets. Nonetheless the rate of interest paid on
the debt of a poor, debt-burdened economy renowned for its fiscal laxity (like
Greece) and on that of a rich, relatively debt-light economy known for its fiscal
rectitude (like Germany) was virtually identical. Few, however, remarked on
the irrationality and unpredictably of capital markets. One effect was to allow
countries to refinance their debts relatively cheaply, and thus removing the
market penalty on persistent deficits at a time when the political sanction had
also been abandoned. For the poorer economies, high government debt levels
were refinanced far below those prevailing in previous decades. There was little
incentive to trim excessive deficits back to the 60 percent threshold and both
Germany and France (not to mention Austria, Belgium, Greece, Italy and later
Portugal) allowed themselves the luxury of higher levels of sovereign debt that
than stipulated in the Stability and Growth Pact.

Austral: Brazilian Journal of Strategy & International Relations | v.1, n.2, Jul/Dec 2012



Richard Griffiths

Table 4: Government Debt: GDP Ratio (%)

99 00 01 02 03 04 05 06 07 08
|Austria 67.2 66.5 67.1 66.5 65.5 64.8 63.9 62.1 60.7 63.8
Belgium 113.7 107.9 106.6 103.5 | 98.5 94.2 92.1 88.1 84.2 89.6
Finland 45.7 43.8 42.5 41.5 44.5 44.4 41.7 39.7 35.2 34.1
[France 58.8 57.3 56.9 58.8 62.9 64.9 66.6 63.7 63.9 67.7
Germany 60.9 59.7 58.8 60.4 63.9 65.8 68.0 67.6 64.9 66.3
Greece 94.0 103.4 103.7 101.7 | 97.4 98.9 100.3 106.1 1054 | 110.7
Lreland 48.5 37.8 35.5 32.1 30.9 29.6 27.4 24.8 25.0 44.0
Ltaly 113.7 109.2 108.8 105.7 104.4 103.9 105.9 106.6 | 103.6 | 106.3
ILuxembourg | 6.4 6.2 6.3 6.3 6.1 6.3 6.1 6.7 6.7 13.6
INetherlands 61.1 53.8 50.7 50.5 52.0 52.4 51.8 47.4 45.3 58.2
IPortugal 49.6 48.5 51.2 53.8 55.9 57.6 62.8 63.9 68.3 71.6
Spain 62.3 59.3 55.6 52.5 48.7 46.2 43.0 39.6 36.1 39.8

Source: European Commission, Furopean Economy. Statistical Annex 2011

Another result of the low prevailing interest rates was to fuel asset
bubbles and the growth of speculative banking practices. But surprisingly, the
impact on prices was relatively mute. No country actually breached the target,
when averaged over the decade. Nonetheless, some countries were persistently
higher than the three lowest and that difference, although no more than 1-1.5
per cent a year led to a cumulative gap in price levels of almost twenty per cent,
and that inflationary gap was measured against some of the most competitive
countries in Europe. As the competitiveness of Greece, Spain and Portugal was
gradually eroded, so their economic growth slowed and the capacity for work-
creation was much reduced. The promise of convergence — high growth paid for
by higher inflation — was turning into an ash of just higher inflation. If

European demand were to slow, these weaknesses would be cruelly exposed.

Table 3: Average HICP Inflation Rate over the first decade of the Euro

Lowest 3 Austria Bélgica Finlandia Franca Alemanha Irlanda
1.77 1.98 2.18 1.76 1.91 1.68 1.96
Ttalia Grécia Luxemburgo Holanda Portugal Espanha

2.29 3.36 2.78 1.88 2.37 2.85

Source: CBS Webmagazine 10.1.2012
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The Crisis

Few economists had anticipated the financial crisis that swept through the
world economy in 2008. The signs of asset bubbles had been apparent much
earlier. The ratio of real estate prices to earnings in parts of the USA, in some
Mediterranean countries (as well as in Ireland and the Netherlands) had already
reached levels that would prove difficult to sustain, but an adjustment need not
necessarily precipitate a collapse. Ironically, it was the fact that such
adjustment was underway that precipitated the crisis as people in the USA
defaulted on their housing loans. This would impact directly on those financial
agencies directly involved in the housing market, and it did. The Lehman
Brothers, Freddie Mac and Freddie May were soon all in financial difficulties
and Lehman Brothers filed for bankruptey on 15t September 2008. What tilted
a sectoral crisis into a truly global one was the at that Lehman Brothers had
sold on the ownership of some of its mortgage assets to other banks, but in
forms that made it difficult to assess the risk involved. Other banks held these
poisoned assets and noone knew which banks they were and what was the
degree of the exposure. Inter-bank lending, which served to lubricate the world
economy, contracted virtually overnight and the impact of the resulting ‘credit
crunch’ reverberated through the developed economies of North America and
Western Europe (EICHENGREEN et al, 2009). As far as the Eurozone was
concerned, attention rapidly focused on four countries, rather ungraciously

known as the PIIGS — Portugal, Ireland, Italy, Greece and Spain.

Table 4. Government Debt and Deficit Data for “PIIGS” countries

| Portugal | Ireland | Italy | Greece | Spain
Government deficit
2008 -3.5 -7.3 -2.7 -9.8 -4.2
2009 -10.1 -14.3 -5.4 -15.4 -11.1
2010 -0.1 -32.4 -4.6 -10.5 -9.2
2011 -5.9 -10.5 -4.0 -9.5 -6.3
Government debt
2008 71.6 44.4 106.3 110.7 39.8
2009 83.0 65.6 116.1 127.1 53.3
2010 93.0 96.2 119.0 142.8 60.1
2011 101.7 112.0 120.3 157.7 68.1

Source: European Commission, Furopean Economy. Statistical Annex 2012
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Let us start with Ireland. Ireland had been almost a show-case country
for the European Union. It was the “Celtic Tiger” that, with financial support
from the European Union, had transformed itself from a lesser developed part
of the Continent into one that had overtaken the UK in terms of per capita
national income. All of its financial indicators conformed to the targets of the
Stability and Growth Pact. But none of this reflected the growing instability of
the private sector. Banks had overextended themselves by borrowing cheaply
on international markets and fuelling a ‘property bubble’ of impressive
dimensions. Property prices had already begun to slide in 2007, but collapsed as
the credit crisis struck the country. To stem a possible run on overextended
banks the government first guaranteed all bank deposits and, a year later,
effectively nationalized the banks’ bad debts. This was against the backdrop of
a gathering recession that eroding government income and a programme of
fiscal restraint. As the government’s borrowing requirement ballooned and the
level of sovereign debt soared, the credit lines began understandably to tighten
(LANE, 2011). In November 2010, the country accepted a ‘bail-out’ package of
€67.5 billion supplied by the IMF and the European Union (with three non-euro
countries - UK, Denmark and Sweden - contributing individually) on condition
that the government enact further measures to bring government spending
under control.

For the purpose of this article, Italy, Portugal and Spain fall almost
into the same category, though there are marked differences between them.
They are all countries whose competitive positions were eroded during the years
of the build-up to, and adoption of, the euro when the impact of price and
inflation differentials could not be rectified by currency depreciation. Nailed to
a 21t century version of the gold-standard, economic equilibrium depended
increasingly on domestic deflation, to reduce prices, or on economic reform, to
increase competitiveness. When a country does neither, the foundations of
economic growth become eroded and they become increasing vulnerable to the
impact of cyclical downturns. In the case of Spain and Portugal, the situation
was aggravated by a speculative property boom, similar to that which had
characterized developments in Ireland. In these countries, too, when the bubble
burst, the subsequent contraction of the construction sector led the slide into

recession with rising unemployment and a burgeoning fiscal deficit. In Spain
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the impact was cushioned by the relatively low level of government debt but for
Portugal the twin demands of rolling over debt and funding the current deficit
stretched the confidence in the government’s ability to pay (BLUNDELL-
WIGNALL; SLOVIK, 2011). In May 2011 the European Union the ECB and
the IMF (jointly known as the Troika) contributed to a Portuguese ‘bail-out’ of
€78 billion, conditional on new austerity and privatization measures. Italy has
been caught in the back-wash of these developments. Although it has a
relatively high level of debt, its repayment schedule is not tight and much of the
debt is held domestically. Moreover, its current deficit levels are not out of line
with those elsewhere in Western Europe. With markets jittery, there were
doubts over the ability of Italy’s ability to sustain these debt levels given the
erosion of its competitiveness and growth potential and concern over the
inability of the government to cut expenditure and introduce reforms. As the
cost of borrowing edged ever higher, the Berlusconi government stepped down
and was replaced by an emergency technocratic government deemed capable of
enacting the necessary reforms.

We can now turn to Greece. The country entered the Euro two years
after the start because the European Commission and member states were
uncertain whether it could maintain the necessary discipline. They should have
stayed skeptical, but as the Greek government managed to manipulate its
budget deficit to a record low of 2.7 per cent in 2000, the doubts were laid aside
and Euro membership was granted. The latest revised data for the year 2000
shows a deficit a full one percentage point higher. Whatever the true figure, it
was the best result Greece managed to achieve since thereafter the deficits
annually crept ever upwards but initially, because the economy was still
growing strongly on the back of cheap credit, not so the level of debt. Although
successive Greek budgets became more profligate, from 2005 the debt levels did
begin to respond. In that year, the Commission revealed systematic
underreporting of deficits by the Greek government and it started proceedings
against it. These persisted until 2007, but stopped short of applying sanctions
(EUROPEAN COMISSION, 2005). Meanwhile, in 2006 the Greek government
attempted a new approach which had to succeeded would have slashed the size
of the deficit and weight of debt by a quarter. In September 2006 it suggested

that the national income be raised by 25 per cent to include the (unreported)

Austral: Brazilian Journal of Strategy & International Relations | v.1, n.2, Jul/Dec 2012



Richard Griffiths

‘black economy’. This was rejected by Eurostat officials but they did allow an
upward revision of 9.7 per cent.

The recession hit Greece hard. Competitiveness had been deteriorating
and its shipping and tourism industries were particularly vulnerable to a
cyclical downturn. The Greek budget forecast for 2009 was originally for a
deficit of 3.7 per cent, down from the 5 per cent reported for 2008. By October
of that year the two figures were revised upwards to 12.5 per cent and 7.7 per
cent respectively. The European Commission’s (2010) judgement was damning.
While accepting that Greek statistical recording and reporting was a mess, it
also suggested that figures had been deliberately manipulated for political ends.
The implications were that Greek financial reporting was uncontrolled and
uncontrollable. Several months later Der Spiegel (2010) revealed that Goldman
Sachs had connived in the underreporting of government debt by arranging
currency swaps at fictitious rates that concealed the true level of government
indebtedness.

The spiraling levels of Greek indebtedness undermined any remaining
confidence of markets in the ability of the government ever to redeem them.
Interest rates on new Greek borrowing shot skywards and in April 2010 the
government applied for a loan of €45 billion to cover its borrowing
commitments for the rest of the year. A month later, after imposing savage
budget cuts, and provoking a bitter public reaction, it received a bailout of €110
billion from the IMF, the ECB and the EU. By now, the impact of the
recession, reinforced by the government’s deflationary policy, were further
undermining tax receipts. The Troika responded in October 2011 by offering a
second bail-out worth €130 billion, on condition that Greece produce a
convincing and effective austerity and reform programme. At the same time, it
pressured private holders of Greek debt voluntarily accept a debt restructuring
package involving losses of up to 70 per cent on the face value of their loans,
and at the same time converting them to new longer-term loans at favourable
interest. It was an all-or-nothing offer, and succeeded in reducing the level of
Greek debt by €105 billion. A new technocratic government, meanwhile,
committed itself to bringing the level of sovereign debt back down to 120 per
cent by 2020 (most recently revised to 117 per cent) — the level at which it had

stood when the crisis began.
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Lessons from the Eurocrisis

The above description of the crisis is a tidy version of events. Reality was rather
different. The first problem was that Article 125 of the Maastricht treaty
specifically ruled out the option of a “bail-out” for countries with public debt
problems. This position designed to eliminate the danger of what economist call
“moral hazard” whereby relief measures apparently condone and reinforce the
tendency towards the deviant behaviour that had caused the problem in the
first place. Thus as the banking crisis was undermining the stability of the
financial sector in various KEurozone countries, and when markets needed
reassurance, the ministers of the 27 member states had to agree the basis for
any intervention. Neither the framework nor the means for intervention were in
place before hand. When the means were in place, they were scarcely of the
magnitude to reassure the markets. It did not take a Nobel-prize economist to
figure out that the size of the ‘bail-out’ funds would be insufficient to resolve
multiple concurrent crises. Moreover, as the disbursement of the funds was
made conditional upon remedial measures being taken by the recipient, the
entire operation doubled the causes of uncertainty, without ever resolving the
essential question — would it ever be enough?

At present, in March 2012, the European Union has agreed to
strengthen its financial governance. It increased the possibility of implementing
an “excessive deficit procedure” and introduced a “reverse qualified majority
voting procedure” (whereby a judgement could only be overturned by a
majority against) to enable the imposition of sanctions that could amount to 0.5
per cent of GDP. A separate intergovernmental treaty would require
governments to limit deficits to 0.5 per cent of GDP (one per cent if countries
had a debt level of less than 60 per cent), but with escape clauses for special
circumstances. These limits should be introduced into national law. Surveillance
and cooperation measures were also strengthened. At the same time, the
financial instruments were strengthened. In May 2010, the EU finance ministers
had created a temporary funding arrangement - the European Financial
Stability Facility (EFSF) with a capital commitment of €780 billion and a
lending capacity of €440 billion. In December 2010, they agreed to the creation
of a permanent European Stability Mechanism (ESM) with a lending capacity
of €500 billion to take over from the EFSF when it elapses in July 2013. Since
the EFSF has already lent €192 billion, the open question at time of writing is
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whether to treat the ESM additional funding, raising the total to €692 billion,
or not. Whatever, they decide, it will never be enough if a cataclysm does occur.

For now, the crisis has apparently subsided. Let us now briefly examine
the cost and then, speculate about the future. When the crisis broke, I was in
favour of the European Union maintaining its ‘no bail out’ stance, partly
because of the moral hazard argument and partly because there was a ready-
made alternative in the form of the IMF. All the EU member states are
individually members of the IMF and the IMF has both the mandate and the
means to intervene. One argument is that the IMF might not have had the
funds, but that could have been resolved by raising its capital. This need not
have been difficult since the BRIC countries had wanted to do this for some
time (increasing their voting power in the process) and the EU states could have
contributed as well. With this resolved, the IMF could have gone into countries,
bullied their governments, making itself thoroughly resented, and then left.
Instead, the EU put itself into the middle of this process, despite the fact that it
was not equipped for the task and that it was not a unitary actor. As a result
the EU has complicated the rescue plans and heaped disapproval and
resentment upon itself. This would also have been true of the IMF, but the IMF
is not trying to build “an ever closer union” as the EU is pledged to do. As
distrust of Brussels institutions is rising, the EU’s active involvement in various
austerity programmes will damage its chances of securing referenda for any
future treaty changes it requires, and moving the reform agenda outside the
usual democratic circuits will only increase public disenchantment. The EU
may still weather the crisis, but it could be paying the political price long after
the monetary costs have been absorbed and forgotten.

But has it solved the crisis? At the moment, the markets are calm, but
markets are hardly a trustworthy barometer. Despite their elevation in
globalisation literature to almost omnipotent and omniscient status, markets
have not performed well. In currency markets, they have presided over wild
swings (both overshooting and undershooting) in exchange rates and they have
long ignored blatant signs of difficulties in the capacity of debt service by
certain states. They are now supposed to have been reassured by the new
firmness of the EU approach, a firmness which at its first test was to give a

waiver from its solemn obligations to Spain. Spain had overshot its deficit in
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2011 (8.5 per cent instead of 6.0 per cent) and was given a revised target for
2012 (5.8 per cent instead of 4.4 per cent). It is good to build exceptions into
legislation, but it is not good politics to begin with them. The Dutch, hitherto
one of the ‘best boys’ in the class, has a minority government coalition in
trouble over meeting the EU’s criterion, and an opposition and the influential
Central Planning Bureau, opposed. It may become a second country missing its
obligations. And if it is not the Netherlands, there are several candidates to be
next in line for special treatment.

A further problem lies in the effectiveness of the various austerity
programmes. Piling deflation on economies that are already contracting usually
serves to exacerbate the downward trend and could even increase the level of
deficit or debt, expressed in relation to a lower GDP. The apparent immunity of
deficits to the medicine prescribed may well again lead investors to question the
creditworthiness of nation states, but not only them. Several countries that had
experiences a credit boom in the years before the crisis also experienced inflated
asset prices, which have not yet fully adjusted to the new realities. In the
absence of a reappearance of sustained growth, these assets are often still
lurking at inflated values on bank balance sheets. The next market attack may
not be one of confidence in governments, but of confidence in banks. If, for
example, housing prices do not recover in Spain, a run on Spanish banks could
still occur, confronting the government with the alternatives of financial melt-
down or nationalization of bank assets. This could precipitate another ‘bail-
out’, but this time on a much larger scale than any than have gone before
(MCRAE, 2012). But even if we ride out these problems, we still have Greece. It
surely stretches credulity to believe that a country where the tax system is
inefficient and the population resentful, where the tax evader is a hero and the
honest man a fool, is going to reduce its sovereign debt level to 120 per cent by
2020 and run a balanced budget every year, for the next ten-twenty years
thereafter, until its level of debt reaches 60 per cent.

A final consideration lies in the fact that even if the EU resolves the
debt/deficit issues, we have done nothing to deal with the gap in
competitiveness that has emerged. It is very difficult to press a 20 percent price
differential out of the system, especially without the option of devaluation. The
‘gold bloc’ countries attempted this in the 1930s and failed (EICHENGREEN;
IRWIN, 2010). My guess is that the Mediterranean countries, trapped within
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the Euro and without the option of domestic protection, may find themselves
left with a sound fiscal base but with a stagnant economy. The alternative of
leaving the euro and adopting a new (depreciating) currency is also not an
attractive option. Even should the Euro survive, for them there is no happy

ending inside or outside the bloc.

Conclusion

In May 2008 The European Commission celebrated the tenth anniversary of the
start of the Eurozone (not the issue of the currency) with the publication of a
commemorative volume. Writing its forward, the Commissioner for Economic
and Monetary Affairs trumpeted:

“A full decade after Europe’s leaders took the decision to launch the
euro, we have good reason to be proud of our single currency. The economic and
monetary union and the euro are a major success. For its member countries,
EMU has anchored macro-economic stability, increased cross border trade,
financial integration and investment. For the EU as a whole, the euro is a
keystone for further economic integration and a potent symbol of our growing
political unity. And for the world, the euro is a major new pillar in the
international monetary system and a pole of stability for the global
economy.”(EUROPEAN COMISSION, 2008, iii)

It is sad to reflect, now, that the design was faulty, the implementation
flawed, the management lax, the crisis mishandled and that the future still
remains uncertain. To push forward towards even more ‘European’ solutions, to
see the crisis as an opportunity, would at this moment be a mistake. The public
is not ready for such a move, and are unlikely to forgive (yet another) attempt
to do things above their heads, if not behind their backs. For the moment, it
would be a considerable achievement to hold the stability of the currency area.
The Euro is easily salvageable, if not necessarily with its current membership.
Once matters have settled, there will be the time to find structural solutions and
to continue on the road of what, for all its shortcomings, has been one of the
greatest achievements of post-war European history. And when we offer lessons
to others, it may be with a little more modesty and humility that has often been

the case in the past.
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ABSTRACT

This article examines the European experience with economic and monetary
union from three perspectives — the design, the implementation and the management of
the euro — before exploring the implications of the current crisis.
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BRAZIL IN THE CURRENT WORLD
ORDER

Amado Luiz Cervo'

Introduction

The Brazilian model of international insertion deepens, in the 21t century, the
alliance between State and society and raises the level of maturity. Diplomatic
action, foreign policy and movement of non-state actors that pursue specific
interests through their external initiatives compose the tripod of our concept of
international integration. It is therefore necessary to deepen the three
components of international integration, which no longer can be reduced, as
imagined in the past, to diplomatic or foreign policy conduct, even if the latter
adds perceptions of national interest to the former.

What has the change been to the State’s functionality? After being a
developmental and centralized State, after the neoliberal State that delivered
the forces of economy and society to their own course without supporting them,
has the state assimilated the most striking phenomenon of the last two decades,
that is, the emergence of society, which manifests itself through actors and
powers? How to conceptualize this new functionality?

The power instruments driven by the three components of international
integration in the 215t century constitute another intellectual challenge when it
comes to understanding the subject. What is the role of integration, emerging
coalitions, and old and new partnerships, not only as power instruments, but as

effective ways of achieving goals?
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Diplomacy moves in the 21t century based on the principle of
reciprocity of benefits. In the areas of trade negotiations and international
security, environmental issues and human rights, the principle of reciprocity
intends to penetrate the old order, whose rules or systems were determined by
the decision prevalence of advanced nations for their own benefit. The old order
built up and prolonged the world of asymmetries. The principle of reciprocity of
benefits postulates, in these terms, conditions to promote more equality among
nations.

It is understood, therefore, why three power goals are sought by
BRICS, the group which represents the interests of the developing world:
establishing a new strategy of international security, promoting rules of trade
and finance that aim at overcoming the gap between nations and, finally,
requesting more power in global financial bodies in order to give effect to both
strategies.

There is nothing more surprising for Brazil’s international insertion in
the 21 century than the process of internationalization of its economy. How is
it unleashed, which geographical directions does it take, and which benefits does
it bring? It is observed, indeed, that the global expansion of Brazilian
enterprises occurs in accelerated pace in the 215t century and establishes a level
of interdependence that allows any historian to ask: has the country finally
reached its maturity in the market economy system that guides international
economic relations?

The framework of analysis of the international insertion of Brazil in the
21%t century would not be objective without unraveling the limits of diplomatic
action and foreign policy, which certainly affect the movement of economic
agents — the most relevant to the welfare of society. Therefore, in addition to
conceptualizing the Logistic State, we insist on identifying its still serious limits
of efficiency.

This scheme, determined by key issues which are connected to the base
of the conceptual framework that we have developed in recent decades about
the international relations of Brazil, allows us to build the cognitive and
explanatory argument and to promote the evaluation of results about the

current Brazilian model of international insertion.
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The Logistic State: a new functionality of the State

The leaders of 21t century become aware of the State’s role when requiring
political action in order to make the nation enter the global processes as an
agent of the system.

The shift in the State’s paradigm, that is, the change in functionality,
occurs in Brazil in the medium term and for two reasons.

The old developmental State responsible for the degree of development
achieved from 1930 to 1980, especially by adding continuity and rationality to
the industrialization process of the country, reaches the 1980s showing severe
addictions, due to heightened introspection: high degree of protectionism in the
consumer market, low productivity of industrial production systems and
services, monetary instability, external indebtedness and economic stagnation.
The depletion of developmentalism was noticeable.

The break that occurs with the advent of neoliberal regimes of the
1990s in Brazil and all Latin America is the result of the crisis from the previous
model. Characterized by the demolition of the robust core of national
economies, by the unconditional opening of the market and production systems
and services, by the privatization of state-owned enterprises with the sale of its
assets in favor of foreign companies, neoliberalism further deteriorated,
according to ECLAC-CEPAL data, the conditions of income, employment,
health and welfare of the people. Brazil was the only Latin American country
showing serious hesitations over the results of neoliberal reforms. Fernando
Henrique Cardoso, who led this argument, elaborated the concept of
asymmetrical globalization to mean his reluctance, and opened the way for the
new logistic paradigm, consolidated by the leaders of the 215 century.

Logistic is the State that does not reduce itself to serving, as it did at
the developmental time, or attend passively to market forces and hegemonic
power, as it did at the time of neoliberalism. Logistic because it recovers the
developmental strategic planning and serves as support and legitimization of
the initiatives from other economic and social actors, to which it transfers
responsibility and power.

Relations between Brazil and the United States exemplify how the
logistic conduct of the State penetrates foreign policies: to create facilitation,

establishing opportunities for economic and social agents to operate confidently,
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in order to achieve specific goals. Two recent meetings between the head of
State of Brazil and her U.S. counterpart have shown the maturity of the
Logistic State.

In March 2011, the president of Brazil, Dilma Rousseff, received in
Brasilia the U.S. President, Barack Obama, in his first trip to the country. The
two leaders promoted business opportunities, signing agreements to facilitate
the movement of traders and investors. To this end, the Brazil-U.S. Commission
on Economic and Trade Relations was created with the purpose of promoting
cooperation in energy, especially oil and ethanol, since Brazil needs investments
and the U.S. is interested in Brazilian pre-salt oil and the production of biofuel.
The Commission will also take care of trade barriers, such as surcharges, and
projects in the area of infrastructure, space cooperation, and education, among
others.

During Rousseff's visit to the United States in April 2012, one was able
to perceive how the independent societies function, after the emergence of
Brazilian society since the 1990s. The negotiations were based on the
assumption according to which States must support consistent relationships
between its dynamic segments. Thus, the autonomy of foreign policy was
admitted on both sides, disagreements about the NATO interventions, human
rights and Cuba were not discussed, but new agreements were signed,
facilitating contacts and actions in education, including the scientific and
technological cooperation and exchange of professors and students of Brazilian
universities with advanced centers such as MIT and Harvard, cooperation
between Embraer and Boeing in business, recognition of cachaga (export grows
100% in 2012) and bourbon as genuine drinks from each country and taking the
respective producers into consideration, cooperation in food security and
debureaucratization of the bilateral flow of people. The functions of the States
gain access to the condition of convergent pattern of conduct: removing
obstacles and promoting opportunities for action by the agents of both societies

in pursuit of their sectoral interests.

Emergence of Society: the internal input
The most important factor in the origin of the Logistic State is the emergence of
society. It allows the functionality of the State to transit from almighty State,

which trailed social actors or agents with low margin of power, autonomy, and
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initiative, to another condition in which the State transfers power and
responsibility to those non-governmental actors and agents in order to promote
development. The modification from one to the other functionality of the two
components, society and State, passes through the neoliberal crisis of the 1990s,
the strengthening crisis of society and reorganization of the State.

Three causalities collaborate to the consolidation of the Logistic State
in the 21t century Brazil: a) the society finds itself in advanced level of
organization, with its class federations articulating, in sectors, industrialists,
farmers, bankers, workers, traders, and consumers, a condition that facilitates
the high level coordination function of the State guided by national interests,
understood as the sum of sectoral interests; b) the political and economic
stability, which suggests the association of the logic of the internal
governability with the logic of international governance at the time of global
interdependence; c¢) the comparatively advanced level of economic and social
agents in terms of business organization and systemic competitiveness.

The emergence of society in Brazil is made possible in the direction that
it has taken place in 21%* century due to historical legacy, on the one hand, and
circumstantial changes, on the other hand.

Since the 1930s, the Getilio Vargas incorporated to the governability,
with characteristic of keeping rationality, the standard of conduct according to
which the dynamic segments of society — industrialists, farmers, shop owners,
bankers, workers, consumers and others — are not mutually exclusive or
conflicting for the leaders and their corporate interests must be protected and
promoted with balance, without discrimination. The standard of governability
will discard, consequently, sectoral policies that punish a sector for the benefit
of another, as occurs, for example, with the agricultural and urban sectors in
other countries. The government has the responsibility to incorporate the sense
of national interest, understood as equalization of interests which may conflict
with each other, that is, harmonization of sectoral interests made by the
promotion and control of all of them to avoid the imposition of one segment
over another. Thus, the internal and external policies make effective the notion
of a higher national interest, something that, in Brazil, explains the harmony
between State and society, which has established itself and stood over

governments, political parties, and regimes.
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The circumstantial element which also explains the strengthening of
society in the 21* century is the neoliberal experience of the last decade of the
previous century, characterized by hesitation, self-criticism and correction of
directions while in course. That is, leveling of the degree of openness and
reforms to the degree of adaptability of economic forces and social organization.
This measurement allows the association of the historical legacy mentioned

before to the contribution of positive factors of neoliberalism.

Instrumentation of integration, power coalitions and partnerships: the external
input

Certain systemic conditions of international order in the 215t century favor the
emergence of Brazil on the international scene: strengthening of economic
interdependence among nations, weakening of multilateralism and integration
processes, strengthening of bilateralism and autonomy of the national States,
and finally the crisis in the United States, Europe and Japan. On the other
hand, certain difficulties arising from this crisis, such as the valuation of
traditional currencies, the devaluation of the Chinese currency, the distortion of
competition caused by such manipulations on the currency, surplus in industrial
production in developed countries due to the drop in consumption, among
others, are factors which affect interests and the rise of Brazil.

A readaptation of foreign strategies is required by those circumstances.
We will now examine some aspects regarding integration, the formation of
emerging coalitions and bilateral partnerships.

The formation of blocs remains a trend in international relations in the
215t century, without, however, expressing the dynamism of the 1990s. Two
examples illustrate this inflection in the integration process.

Firstly, a slower pace in the European Union is observed. The bloc gives
up the Constitution, rejected by plebiscites in 2005, and eventually replaces it
by the Treaty of Lisbon, which also does not see the unanimity of its 27
members. Secondly, in South America, if the governments achieve remarkable
results that improve the economic and social conditions exacerbated by
neoliberalism, the so-called social inclusion, they do so through introspective
solutions, focusing on national projects that ignore integration. These
governments design, in addition, different models of international integration.

Again, some governments do not understand integration as an efficient strategy
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to overcome their own difficulties. Under these conditions, Brazilian foreign
policy, of strong integrationist character, goes through a concrete adaptation:
utilizes integration processes, seen before as a kind of end in itself, as means to
establish or consolidate the cooperation and power network in the South,
starting from South America and progressing to alliances with other regions in
order to perform as a globalist country.

A dilemma arises in the midst of the international insertion of Brazil:
balancing its integration and regional development project, the most consistent
of South America, with its claim of an emerging power with global reach, the
most feasible in South America. It is true that this dilemma was administered
with balance both by President Fernando Henrique Cardoso, in the 1990s, and
by his successor, Luiz Inacio Lula da Silva in the following decade. Both pushed
very hard, with support from national sectoral leadership, to lead the nation in
these two lines of external action, while Dilma Rousseff, who replaced President
Lula in 2011, leans toward the construction of global power.

The end point of this dilemma suggests, finally, that government and
society are more likely to act on the global stage with the Brazilian mark rather
than with Mercosur or UNASUR marks, even though hesitation prevailed in
this field earlier. This inflection certainly does not mean the renunciation of
regional integration, but the recognition that the globalist strategy acquires
increasing relevance to the Brazilian model of international insertion. We would
dare to advance two explanations to this inflection in favor of global: the
problems caused by neighboring countries, on the one hand, and the perception
that global instances contribute in a more concrete and objective way to the
emergence of Brazil on the international scene than regional bodies.

The financial and economic crisis triggered in 2007 in central countries
served as a circumstantial reason to strengthen the South American integration.
In August 2011, at the meeting of 12 UNASUR finance ministers in Buenos
Aires, Guido Mantega, the Brazilian minister, made a strong appeal to the
convergence of UNASUR members in favor of regional growth. He proposed
the creation of South American defense mechanisms and regional trade
promotion, as well as the extension of credit, taking the fiscal strength of

countries as formulas to mitigate the negative effects of the crisis.
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The regional South American integration evolves, however, from high
priority to low priority in Brazil's international action strategy during the first
decade of this century. Indeed, since Mercosur and UNASUR, the making of a
global network rises as national purpose. Two powerful action tools are in the
service of the globalist purpose. On the one hand, the reciprocal multilateralism,
driven by diplomacy, intended to exercise the alleged leadership through global
negotiations to strengthen, or at least allow to show, the national power. On the
other hand, the internationalization of Brazilian enterprises, the outward
expansion of investment and domestic business, stimulated by Lula's personal
interest, which triggers the Logistic State, and driven by favorable reaction
from the business, reaches all corners of the planet. The global network sits
under the political and economic aspects in South America, where it takes root
and grows stronger and then extends to the world. The change in perspective,
though subtle, is clear: the natural place in Brazil is no longer South America,
as the reality seemed to suggest earlier, but the world.

The institutionalization of BRICS happened in 2007, largely through
efforts by the Brazilian government, interested in forming a bloc of developing
countries. It was composed of Brazil, Russia, India and China, and later
admitting South Africa. For the founders, two goals moved the bloc: facilitate
and strengthen relationships between members and coordinate positions on
international relations in the global sphere. The first line of action was intended
to promote national interests of the economic sectors involved in transactions
with the outside, but the second was intended to influence on the parameters of
international order. Designed as an informal bloc, the BRICS group has, as its
larger decisive instance, the summits convened regularly. We examined the
latest two held in China and India.

The summit held in Sanya, China, in April 2011, the third of the series,
incorporated South Africa as a new member of the group. On the agenda of the
meeting, three issues occupied the leaders: measures to promote the use of local
currencies in trade between the countries of the group were discussed; other
measures to control prices of agricultural commodities; finally, the possibility of
reaching a common position on the NATO intervention in Libya. That is, their
own interests and global security.

The summit on China accounted for a large discussion forum of

questions about the present international order. The demands of the emerging
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powers put on alert the powers that traditionally exercised control over the
global order in their favor. Indeed, the final declaration proposed the reform of
the United Nations and its Security Council, especially because the Council
approved of the use of force by NATO in Libya. The international strategy of
security conducted by the United States since the Second World War, with
European support and backing of the UN, strategy driven by the use of violence
of the sanction or intervention, is confronted for the first time, clearly, by a
group of countries on the international scene. The BRICS propose to replace the
strategy of violence that has subjected itself to international security by the
strategy of peaceful negotiated settlement of conflicts, whether internal,
regional or global.

Two other aspects of the international order show the penetration of the
emerging countries in tracing their parameters to be considered by the powers
which exercised almost absolute control over the order: the demand for greater
participation in the management of multilateral economic bodies and better
regulation of the international financial system, delivered in recent decades to
the excess of freedom, cause of speculation, imbalances and the international
crisis itself coming from the center.

The fourth summit of the BRICS held in New Delhi in late March 2012,
reinforced the themes of the previous summit in direction to the transformation
of international order, but the two perspectives of action of the group remained,
considering also the realization of direct interests of its members in relations
inside the bloc. Under this last aspect, it was discussed the creation of a
development bank of the group, measures to promote trade and finance in local
currency, as well as to combat protectionism. At a global level, there was a push
for the formulation of clearer and more specific positions about the challenges of
international security as a strategy of negotiated solutions, as well as a greater
share of the emerging institutions of economic and financial governance.

A great victory had already been reached in the field of global security:
in the Security Council, Russia and China had vetoed the use of force on Syria,
after what happened in Libya. But the BRICS become relevant to the
management of all international action in the Near East, not only by blocking

the escalation of violence under the auspices of the Western NATO, especially




Brazil in the Current World Order v.1,n.2. Jul/Dec.2012

in the case of Syria, but also warning its leaders to turn down the rhetoric of
violence against the Iranian nuclear program.

What is the importance of BRICS to the international insertion of
Brazil? Two observations may help to understand the issue.

One line of argumentation tends to diminish the importance of BRICS
in the international insertion of Brazil. It is, according to this reasoning, a bloc
with great heterogeneity regarding distribution of income, the military
capabilities, the size of national wealth, the domestic demand, the degree of
development as well as the ambition to play an important role on the
international scene. The heterogeneity, however, is a characteristic of all blocs
resulting from integration processes in recent decades. Additionally, the club of
nations constituted in decision-making forums hold innocuous and of little
practical effect meetings, especially when the agenda involves varied and
oversized issues — that was the case in the last two summits of the BRICS. If so,
however, the old G8, for example, would not have influenced the delineation of
the international order, as it effectively did during the long period of its
operation.

Another line of argumentation tends, however, to emphasize the role of
BRICS in the international insertion of Brazil as a nation capable of influencing
the transformation of the international order and promoting the interests of
developing countries. The coordination of the group has produced, in fact,
positive results to meet the demands of individual members. In 2011, for
example, China surpassed the United States and reached the condition of
Brazil's first trade partner, while the trade inside the bloc is also growing and
economic relations are strengthened through various mechanisms of cooperation
and direct investment enterprise. Because this is a recent group, its emergence
on the international stage is delineated with the natural learning processes of
integration. The willingness to continue and to build political understanding is
common. Two results are already apparent: the change in the course of
international security strategy and the redistribution of power in international
financial governance bodies. In short, Brazil has found a seat among the great
powers, engages in the transformation of the order gradually submitting it to
paths correction, that is, the transition from the asymmetry to equality among
nations. All of this has happened under the auspices of the traditional national

interest, now of a globalist country, to be defended and promoted.
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Beside the instrumentalization of the integration process and the
formation of coalitions of power, the partnerships between Brazil and other
nations or other regions constitute the third factor, with more prominent
historical character, strengthening, from abroad, the country's emergence on
the international scene.

It was assumed that globalization and the weakening of the State would
lead to the decline of bilateralism in current international relations. It was,
however, just a frustrated expectation of interpreters of international order
imbued with neoliberal convictions. Bilateralism presents itself as a trend that
grows stronger in today's world. The University of Brasilia, the dynamic center
of studies and publications about various aspects of international integration of
the country in recent years, promoted the publication of two collections of
books, with over twenty titles released by 2012, mainly focusing on the study of
strategic partnerships, understood as the contribution of one to the national
formation of the other. The studies published by Editora Jurua from Curitiba
and Editora Fino Traco from Belo Horizonte focus on the historical and current
partnerships considered relevant to national development and international
rise.

Among the interpenetration factors of such partnerships, there is in
first place the economic one, especially the flow of capital, technologies, and
projects, because of their impact on the welfare of the population. Other factors
act alongside: the influence on the ethnic composition, the cultural profile, the
political philosophy, as well as on the establishment of institutional framework
and on the same standards of international conduct. As a new country, Brazil
tends to be more of a receiver than a provider of partnership factors.
Historically, it maintained the continuity of strategy creation and consolidation
of useful partnerships to security and economic development. People in power
followed, since the dawn of the 20" century, the advice of the patron of its
diplomacy, the Baron of Rio Branco: peaceful nation is the nation that can
have numerous and good partners, primarily the hegemonic powers, global or
regional.

Among the oldest partnerships, some faded with time, as the nexus
between Brazil and England in the 19 century. The partnership between
Brazil and the United States came to replace it in the 20% century,
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consolidating that axis of relations as the most relevant to the national
formation, never depreciated by governments or political regimes_to this day.
The duration of this partnership can be only compared with the one between
Brazil and Argentina.

Right after the partnership between Brazil and the United States, there
is a descending list of the countries which traditionally linked the most Brazil
and the rest of the world: Germany, Japan, Italy, Great Britain, the
Netherlands, Switzerland and Sweden, among others. However, other
partnerships emerge, like the ones established with Portugal and Spain, for
example, but nothing affects the international insertion of Brazil so much as the
recent partnership with China, which, although limited mainly to the
commercial dimension, has reinforced in recent years with bilateral investments
and political understanding.

The different regions also feed Brazilian strategy of making
partnerships. In this sense, there are partnerships on their way between Brazil
and the European Union, Africa and Asia, the latter one being more diffuse.

The limit imposed on the interdependence gestated within partnerships
is created by the decision-making autonomy. It is a dilemma, especially when it
comes to partnerships with hegemonic powers. Without decision-making
autonomy, it was understood in Brazil, the expected benefits of the partnership
do not happen; development and safety first.

It is concluded, therefore, that Brazil’s international partnerships
contribute not only to its national formation, that is, its economic, social and
human development, but also to the realization of interests through foreign
action, or even to its international projection. Instrumentalization of
integration, power coalitions and partnerships add up effects that are presented,
finally, as external inputs that explain the intensity of the country’s

international emergency.

Multilateralism: the principle of reciprocity of benefits

Since the creation of the first G20, the developing nations trade negotiations
bloc, during the WTO Conference in Cancun in 2003, multilateralism of
reciprocity has become an operational concept in Brazilian foreign policy. From
trade negotiations, the most relevant for multilateral negotiations apart from

security, are all dimensions of international order framed in the concept of
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multilateralism of reciprocity: the economy, trade, security, environmental
issues, health and human rights. Reciprocity is established when the rules of the
multilateral order benefit all nations. Consequently, it happens when an order
that benefits the most advanced nations — thus keeping or extending
asymmetries — is kept away.

The assumptions of multilateralism of reciprocity are two: the need for
rules for the international order that without which the power disparity in favor
of the great powers will prevail, and the joint development of these rules to
ensure reciprocal effects in order not to realize interests of some in detriment of
others.

Multilateralism of reciprocity eliminates two theoretical utopias to
understand the foreign policy of Brazil: the hegemonic stability and the
necessary link between foreign policy and political regime. As proclaimed by
international relations theory formulated in Anglo-Saxon societies, the
hegemonic stability displays as much fundament, according to Bertrand Badie,
AS the hegemonic instability does. The financial and economic crisis has
convinced the reader of that since 2007. The nexus between political regime and
foreign policy is such that, depending on the teaching of the history of
international relations, regardless of the nature of the regime, a State may
contribute to either international reciprocity or international asymmetry.

Advanced by the operational concept of multilateralism of reciprocity,
the Brazilian foreign policy unfolds in five different lines of action: a) for the
rules of international economy, it posits the end of the old G8 and its
replacement by the financial G20, the first multilateral decision-making forum
that brings together advanced and emerging countries; b) in the international
trade sphere, in face of a subtle distortion promoted by developed countries,
Brazilian diplomacy is defeated when the global agreement to be negotiated
within the WTO is replaced by the Free Trade Agreement, which perpetuates
the old order; c) in the field of international security, it looks for the
replacement of the strategy of violence maintained by the NATO by the
strategy of negotiated settlement of conflicts conceived within the BRICS; d) in
terms of the environment, Brazil's position evolves from victim to co-

responsible; e) finally, about human rights, the Brazilian diplomatic action
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unmasks the praxis of clash of civilizations or ideologies and requires universal
respect by all governments.

Some results were achieved by the multilateral negotiation by the
multilateralism of reciprocity in these action fronts, results that have changed
the international order. A good investigation exercise would be to measure
them. The most meager effect, however, seems to be in the field of international
trade, whose rules remain outdated and inefficient. For Brazil, a challenge that
the new administration of Dilma Rousseff should deal with is: in face of failure,
which is the best trade policy for the country? To keep pursuing the world
agreement in accordance with reciprocity, which seems unattainable, or to tame
THE nature of the bilateral free trade? The temptation to put the second option
in action applies, of course, especially when the Secretary of State Hilary
Clinton, visiting Brasilia in April 2012, proposed to President Rousseff the

bilateral trade agreement between Brazil and the United States.

The three power strategies drawn by the BRICS

The transformation of the international order, whose orders were drawn by the
advanced nations from the Second World War to the beginning of the 21
century, is the essential goal of the BRICS, the reason for its existence as a
coalition of power. This desired transformation animates the summits of the
group and is noticeable in three spheres. Such analysis, regarding the
performance of the BRICS and Brazil’s position within the core of the coalition,
must be then organized and condensed.

As the group is supposed to represent the interests of developing
countries in their attempt to internally promote social inclusion, the order
should serve to internationally promote the equality among nations. This is not
about ideology, rhetoric or utopia, but the specific mechanisms that differ from
the image of those who kicked the ladder after having reached the top of the
welfare system in domestic and international market economy.

The international security also requires a strategic shift in its
management to move from mechanisms that use force, such as sanction and
intervention, to negotiated solutions of conflicts. All nations, for example, have
the right of access to nuclear technology for economic and peaceful use, not
permitting that to be a privilege of few. The negotiation, once again, should be

included as a guarantee of security. Interventions based on privilege, such as
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the ones that possibly would come from Western threats to Iran, infringe the
vision of international security of the BRICS.

As the financial G20 constitutes another informal forum, the BRICS
claim, for the emerging countries, more representation in multilateral agencies
which exercise the effective decision-making power on international finance,
such as the World Bank and IMF. They use their huge currency reserves, the
Sovereign Wealth Funds, which are passed on to others or not, as they obtain
greater representation and decision-making power with the aforementioned
bodies, through reform of quota and voting and elimination of traditional
guidance that may limit the autonomy of national policies in fiscal and financial
areas. International inclusion and international security depend, in the BRICS
view, on economic power, and that is why the three action strategies are

programmed simultaneously.

Internationalization: systemic maturity of the Brazilian economy

In the 2I%t century, the most important condition for the rise of Brazil as a
globalist country is enabled, that is, there is a definite step toward systemic
maturity. The internationalization of the Brazilian economy only becomes
viable, however, with the contribution of society rather than that of the State,
which, in turn, adapts and takes the functionality of the Logistic State. We link
the elements of our reasoning: the Logistic State, the emergency of society,
instrumentalization and strengthening of national power, and systemic
maturity.

The outward expansion of the Brazilian companies becomes a goal of
the State and the society. It consists of forming strong companies with the
ability to establish and compete on a global scale. The conditions to unlock the
internationalization process were encouraged by Presidents Cardoso, who
privatized in the 1990s, and Lula, who conglomerated shortly after. The two
phases, internal business strengthening and external expansion, had the support
and enthusiastic involvement of the business people and strong financial
institutions of the State, as the Brazilian Development Bank (BNDES) and
Bank of Brazil.

After a timid start in previous years, the internationalization of the

Brazilian economy accelerates the pace after 2005. The Brazilian direct
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investment abroad has shown ever since an average growth of 14% per year. In
some years, it has exceeded the foreign direct investment in Brazil. The
movement of Brazilian enterprises follows the emerging countries: they held
about 5% of direct investments abroad in 1990 and over 20% in 2007. In this
particular year, consolidating US$ 108 billion, Brazil became the second foreign
investor among emerging nations and the in following year, 2008, this amount
reached US$ 149 billion, year in which the foreign investments in Brazil totaled
US$ 34.6 billion, a growth of 100% over the previous year. The upward trend is
also observed in the amount of international reserves in Brazil, which increased
from US$ 200 billion in late 2008 to US$ 370 billion in April 2012. After having
given the country an investment grade by credit rating agencies, reserves and
external flows of investment keep a steady growth trend, which also is
explained in the expected profitability of investment from rich countries in
emerging markets during the economic crisis that has gripped the former first
world.

The geographical allocation of Brazilian direct investments abroad in
2006 moves, roughly, from the neighboring area to the world: USA, Canada,
Africa and Europe. Large groups, such as Vale do Rio Doce and Petrobras, lead
the trend, followed by Gerdau, Embraer, Odebrecht, Itat, Braskem,
Votorantim, Camargo Correia, AmBev, and WEG, among others. The expertise
of the groups indicates that Brazilian companies
operate abroad in various fields such as mining, prospecting, metallurgy,
industry and technology. The starting point in March 2006 can be explained
because of barriers in Bolivia and later in other neighboring countries which
curtailed investors' expectations. These are difficulties created by legal and
political attitudes in the region. Between 2001 and 2008, Argentina went from
15% to 9%; between 2001 and 2010, the United States, which has become the
main destination, went from 13% to 37% of the total Brazilian FDI worldwide.
Moreover, in late 2011, Brazil became the sixth largest foreign investor in
Europe, spending US$ 80 billion, although the superiority of European
investments in Brazil, US$ 180 billion, still remains. This year, Brazilian
investments in Europe and European investments in Brazil rose above the sum
of identical flows pertaining to China, Russia and India, indicating the high
comparative degree of internationalization of the Brazilian economy among

emerging economies.
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Analysts from the Getulio Vargas Foundation observed another
geographic reorientation of the internationalization of the Brazilian economy
by 2010: the Chinese nexus. Driven by trade in previous years, this nexus has
incorporated, finally, the expected flow of Chinese investment in Brazil.

In fact, Brazil and China move from the United States toward
autonomy of movement, both bilaterally and globally. The new round of
bilateral trade and investment had its momentum in 2010 and was guided by
self-interest. The Brazil-China Business Council noted, in 2011, a change in
quality and quantity in the ongoing bilateral economic exchanges. The trade
balance went from US$ 9 billion in 2004 to US$ 56 billion, seven years later. It
expanded 52% in 2009-2010, when China became a major trading partner of
Brazil. In 2010, Chinese investments erupted. That is, the bilateral economic
relationship entered a new phase and showed a rapid pace.

The motivations of entrepreneurs who invest abroad are varied: the
valued currency advises to buy share of multinationals; the opening of
branches, the association or acquisition of other companies favor raising funds
abroad; technological development and the increase of the productivity to the
global systemic level are also expected effects; finally with overseas operations,
the companies intend to boost exports of higher quality. The best of all reasons,
however, is to increase business productivity, which the penetration in the
productive chains of the global networks offers.

Two examples, chosen at random, illustrate these positive results of the
globalization of the Brazilian economy: Embraer and WEG. Privatized in 1994,
with technological knowledge accumulated by the previous two centers (the
Brazilian Aeronautical Center and the Institute of Aeronautical Technology)
the Brazilian Aeronautics Company (Embraer) turned to the global market,
added new innovation processes, established the interdependence with its
business partnerships, provided its cash and specialized in order to compete.
Years later, it became the third manufacturer of regional jets in the world and
its products have come to occupy first place on the list of Brazilian exports. In
2012, it has won the bid to provide the Super Tucano combat aircraft to the
U.S. Air Force, a real seal of approval to move into other markets if the deal is

concluded.
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An industrial company specializing in the manufacture of motors and
other electrical equipment, WEG, from Jaragua do Sul in Santa Catarina, is
present in a hundred countries for technical assistance and in key countries with
its factories: in Mexico, seeking the NAFTA market, and in Portugal, aiming at

the European Union.

Limitations of the Logistic State
The new functionality of the Logistic State is certainly evident in driving the
national economy to the level of global interdependence that moves toward
maturity. The Brazilian Logistic State does not reach, however, the full effects
which are presumably expected.

Three factors limit the efficiency of the Logistic State in Brazil. Firstly,
the low innovation. It results from the deficient education, the lack of
technological research centers such as those that explain the creation of
Embraer, and the lack of technical preparation for the labor force. How to
understand, in these circumstances, the current program of thousands of
scholarships to be awarded to graduate students abroad and the lack of
investment in research centers, whose embryos are located in universities or
institutes of the country? Secondly, the low competitiveness of production and
service systems, due to the low innovation, of course, but also the ineffective
infrastructure, expensive energy, bureaucratic discretion, taxes, bank interest
and high exchange rates. The third major factor limiting the efficiency of the
Logistic State in Brazil is the operation of the coalition government. This
political model, which subjects the distribution of public office to the support of
the government party's coalition, compromises the nature of the State by
shifting the governance, from efficiency to the partisan or personal advantage,
and by opening the channel of corruption.

The heavy burden of State’s inefficiency reduces the systemic
competitiveness. Associated with some degree of aversion from entrepreneurs to
competitiveness risk, inefficiency explains, besides the limitations of the
Logistic State described above, the decline of industry, from 30% of the GDP in
the 20 century to 15% in 2011, according to calculations by the Brazilian
Institute of Geography and Statistics.

The own functions and limitations of the Logistic State put itself in

opposition to the neo-developmentalism State, whose concept orient Brazilian
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strategies in the 21% century — or so some economists, like Bresser Pereira,
mistakenly assume.

The components of the Logistic State are: multilateralism, reciprocity,
economic internationalization, opening of the consumption market as well as of
production and services systems, monetary stability and strong currency,
development agencies, internal and external financial balance, the rise of society
and the reduction of State, advanced social organization, high global systemic
competitiveness. In short, interdependent insertion into the mature capitalism,
as Brazil being the prototype of this model in South America.

The components of neo-developmentalism are: re-nationalization,
protectionism of the consumer market, monetary instability and a weak
currency, external financial imbalance, economic introspection without
internationalization, asymmetry or structural dependence on the developed
nations, oscillations of internal and external strategies, being Argentina the
prototype of such model.

In common, both paradigms of the State run programs of social
inclusion and achieve results in this area, which may confuse some economists

in the use of concepts.

Conclusion

The international relations of Brazil in the 21% century are guided by two
general objectives: the realization of national interests and the contribution to
the reform of the international order.

The assumptions that support the external action comprise, firstly,
ideas and values. The ones in power reveal the conviction that the country
should play a relevant role internationally and such conviction results in the
national plan, to be assimilated by social leaders. The ideas that generate such
plan are based on internal cultural base. The multilateralism of reciprocity,
whereby the benefits of international order should spread over all nations,
promote equality and mitigate asymmetries between them. The multilateral
diplomatic negotiations are intended, according to this concept, to produce rules
related to trade, finance and environmental issues which benefit all, especially
the victim mnations of asymmetric globalization. The wuniversalism of

international politics affects, on the other hand, human rights: to be respected
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by all, big, small and medium powers, and never to be put in the service of
particular ideologies and cultures, as it has been occurring. The coexistence of
differences, in other words, induces the dismantling of the clash of civilizations
and of hegemonic stability, which are theories and practices put at the service
of great powers.

The means of action aggregated to the foreign relations of the country
in the last two decades were both the new functionality of the State, which we
call the Logistic State, and the emergence of society, to whose non-state actors
the State transfers this new power and responsibility regarding the external
goals and the realization of national interest.

As nothing is achieved without power in international relations, along
with the invention of a new nexus between State and society, the national
power was also strengthened through external inputs. Regional integration in
the 21%t century acquires instrumental character in this sense, no longer being
an end in itself and going from high priority to low priority, without sacrificing
the convenient political understanding with the neighboring region. The
emerging coalitions, UNASUR, BRICS, and IBSA, among the most relevant,
are responsible for important contribution of power. No less important,
however, are the traditional partnerships, such as the United States, Germany,
Argentina, Italy, Japan, France, Britain, and the new ones, such as Portugal,
Spain, and China, among others. The partnerships extend the country's
international relations network to the entire planet and reinforce its ability to
expand beneficial ties.

The most relevant result to the national interest of this coupled
strategy between the Logistic State and society takes shape in the
internationalization of the Brazilian economy. Responding positively to the
challenge of globalization, the country has achieved in the 21 century the level
of economic interdependence maturity typically experienced by advanced
nations, seeking the benefits of operating in the global systemic productivity
conditions.

Efficiency limits, however, keep conditioning the State and non-
governmental actors and shortening results. Business people not committed
enough to technological innovation and a state full of managerial mishaps;
adding up the inefficiency of both, the country is faced with low relative

competitiveness due to poor infrastructure, shortage of investment in
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technology centers, appreciated interest and exchange rates, exorbitant taxes,
among other factors. It lacks, moreover, an industrial strategy adapted to the
new situation and even foreign trade policy, after the failure of multilateralism

in this field. There is a long road ahead.
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ABSTRACT

International insertion of Brazil in the 21st century is driven by new
functionality of the State, which we call the Logistic State, in close cooperation with
non-state actors that have been strengthened since the 1990s due to the emergence of
society. Concepts, values and purposes are internal assumptions that are associated with
reinforcement of power derived from the integration of emerging coalitions and bilateral
partnerships. The most relevant result leading to maturity of international integration
comes from the internationalization of the Brazilian economy. There are, however,
barriers in State and in society which limit the effectiveness of external action.
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1. Introduction

One of recent years' great innovations was the strength with which the
Brazilian government articulated for the country to attain a leading role in the
international arena. The government and many social sectors had a clear
perception that the project on sustainability should also be implemented, with
equity and social inclusion, in Brazil's foreign policy. The reasons are, firstly,
because world's imbalances favor neither Brazil's nor the other developing
nations' progress. Nations, in fact, which Brazil has begun to discuss with.
Secondly, there has grown the perception that Brazil, according to President
Luiz Inacio Lula da Silva, plays a role inferior to its true potential in the
international arena. It is, after all, the fifth largest country in population and
territory, and on the way to becoming the fifth largest gross domestic product
(GDP) in the world; so, it is expected the country should take an appropriate,
leading role in actively and creatively changing the world power's configuration.
Such realization led him, under a deeply diplomatic presidency, to spend more

than an eighth of his two presidential mandates (2003-2010) abroad3.

! Article published as Discussion Paper 1732 of the Institute of Applied Economic Research (IPEA).

2 Dr. Giorgio Romano Schutte, Coordinator of International Relations at the Federal University of ABC
(UFABQC).

3 According to the compilation of the NGO Open Accounts, the president was 470 days on official travel
outside the country. See

<http://contasabertas.uol.com.br/WebSite/Noticias/DetalheNoticias.aspx?1d=377>.
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This paper shows the capacity to react and articulate around the
financial global crisis of 2008 as a turning point. From that moment on, the
world began to see Brazil in a different way, and to recognize its strategic
resources, such as the new oil reserves, its environment's richness, and its
singular capacity to expand its food production. This new relationship level and
international participation sought since 2003 have gained, then, new meaning.

My work is divided into eight sections, including introduction and final
considerations. In the following sections, I will analyze the strategy behind a
foreign policy that is more constructive and that is more linked to efforts on
readjusting development with growth and equity in the national sphere. In the
sixth section, my approach focuses on the impact that the financial crisis of
2008 caused on Brazil's international participation. The seventh section

presents the basis for projecting future scenarios and strategies.

2. Reaffirmation of autonomy

The search to improve Brazil's position within the hierarchy of international
relations is linked to developmental strategies in the national sphere. Along
with the formulation of a socio-economic neo-developmental policy, discussions
on the complex relation between dependency and development also resurfaced?.
In his analysis of developmental conventions of today's Brazil, Erber (2010: 28)
argues that the search for a new “national project on development,” announced
during President Luiz Inicio Lula da Silva's inaugural speech at Congress,
resulted in the articulation of a “neo-developmentalist convention.” Among the
five pillars that justify, according to the author, this term, is an independent

foreign policy that

... favors relationships with other developing countries —
whether they're in Latin America, or are part of the Brazil-
Russia-India-China group (BRIC) — and seeks to reinforce
Brazil's role as a leading player in changing the world's
institutional structure (ibidem: 29).

4 See this debate about the classic by Fernando Henrique Cardoso and Enzo Faletto (2004).
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The same premise that has placed the government in a leading role in
bringing progress — mobilizing and re-articulating state-owned enterprises and
public banks — also guided a new search for the country's inclusion in the
international arena, which should work in tune with national development;
while, in turn, national development ensures more resources and credibility to
expand Brazil's international presence. As President Luiz Indcio Lula da Silva
said on his inaugural address in 2003: “/n my presidency, a more humanistic
perspective will guide Brazil's diplomatic action, and it will be, above all, a tool
for national development.”

We are then able to draw a parallel with the independent foreign policy
associated with San Tiago Dantes in Jodo Goulart's government, when there
was an attempt at international networking with other developing countries to
change the institutions' multilateral framework in favor of expanding
developmental conditions, which culminated in the creation of the United
Nations Conference on Trade and Development (UNCTAD), the introduction of
the Generalized System of Preferences (GSP), and the acceptance of the
differential treatment's principle during the General Agreement on Tariffs and
Trade's (GATT) Tokyo Round (ALMEIDA, 2007; MAIOR, 2004).

Guimaraes (2006: 259), who for seven years held the Foreign Ministry's
General Secretariat position, establishes a clear relation between Brazil's
sovereign international integration and Brazilian society's three main

2

challenges: “... the decrease of extreme social disparities, the elimination of
chronic social vulnerabilities, and the fast achievement of its potential.”

We identify, therefore, that throughout President Luiz Inacio Lula da
Silva's two mandates, there is a clear coherence between the pursuit of a greater
sovereign insertion into globalization, the return of a national, developmental
project's strategy, and the new State activism's agenda. It is still within this
context that I will analyze in the following section Brazil's policy regarding the

United States.

3. Brazil- USA
The central part of the search of a more active integration in the international
arena is the renegotiation of the relationship with the great power, the United

States. The new relationship with the U.S. was marked by the pursuit of a
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constructive level, but with clear recognition of the interests of each. Thus, one
of the first acts of Lula's administration was to paralyze the procedure at the
National Congress of the agreement to use the satellite launching base in
Alcantara, which would give a near monopoly for the USA, while Brazil was
seeking to establish a varied range of relations for the development of this
technology.

Three months after the inauguration of President Lula, the Bush
administration started the military invasion in Iraq. There was no hesitation
from the Brazilian government in strongly condemning the U.S. and its allies
for the war, which turned Brazil into a center of criticism of the conflict. But
perhaps nothing better characterizes the spirit in which the Lula administration
wanted to reestablish the basis of its relationship with the U.S. than one episode
occurred during the first meeting of the G8 +5, in Evian, France, of which the
President participated still in the first year of his mandate and which he insisted
in recalling in details at several public events, including the Diplomat's Day in

2010:

I remember, in Evian, I had six months in office, with great
pride, because I knew who I was representing there, and 1
knew where I had come from, and we arrived at a meeting,
almost all presidents were there, except for the U.S.
president. And we were sitting at some tables at the hotel
where the meeting would take place, so, when Bush
entered, everyone stood up. I told Celso: Celso, I'll remain
on my chair, nobody stood up when I arrived. What is the
subservience of people standing up because the U.S.
president arrived? And it wasn’t arrogance, it was just
about respect ... And, humbly, Bush went at our table,
greeted us and sat with us. There was nothing unusual.
What would have been unusual was standing up as people
usually did. This is one thing that really struck me.

It was this attitude of identifying an own agenda, in line with similar
movements in other countries of South America, which led to the end of the
proposed Free Trade Area of the Americas (FTAA).

And, as far back as the beginning of the first term, in 2003, Lula’s
administration led an articulation in the negotiations of the World Trade

Organization (WTO) in Cancun, along with other developing countries, through
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the creation of the commercial G20. There was, at the same time, an articulated
dialogue with great mobilization of civil society organizations from various
countries to reduce the asymmetrical character of the negotiations, opposing a
minimum agenda and its classic monopoly and the initiative of the central
countries. Brazil also innovated by including, in the official negotiation,
representatives of nonprofit civil society and the business sector.

It is important to consider that this did not mean the expression of an
“anti-Americanism”, as some analysts say (LAMPREIA, 2011), or a
confrontation by the sake of it, but simply a re-articulation of the relation
between both countries based on mutual respect. The other side of this policy
was, for example, the insistence of Brazil in including the U.S. in the Group of
Friends of Venezuela, which had the task of creating the conditions for a
pacification of the political and social relations, after the failed coup attempt
against President-elect Hugo Chavez. There was, at first, a resistance from
Venezuela's president to include that who was considered an ally of the coup
forces. But the whole logic of the Brazilian government was directed to
changing the level of respect and attraction of U.S. to negotiations. Thus we can
also analyze the firmness with which the government demanded respect of the
WTO rules, which had condemned the U.S. as early as 2005, considering illegal
the subsidies to local producers of cotton.

There was, however, at the same time, a heavy use of presidential
diplomacy to seek convergence, which resulted, in fact, in a comprehensive
bilateral policy dialogue. One example was the common agenda around the
ethanol, formalized in 2007 through a Memorandum of Understanding, which
provided for cooperation in research, product standardization and development
of production in third parties, to expand production and markets>. More
generally there was the formalization, in March 2010, of the Global Partnership
Dialogue between the foreign ministries of both countries.

In his study of relations between Brazil and the U.S., Langevin (2010)

concludes that:

5 In mid-2011 this cooperation was incorporated into the Strategic Energy Dialogue, which, in addition
to biofuels, comes from other renewable energy, oil, natural gas, energy efficiency and nuclear energy.
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These turbulent issues are representative of the increasing
complexity of bilateral relations, largely driven by
Brasilia’s non-conformist but multilateral diplomacy aimed
at changing the rules of global governance to lessen
coercion and induce greater consent among “the rest.” This
global diplomacy necessarily challenges U.S. power and
influence as currently exercised by the Obama
administration. However, the dense bilateral fabric of
social, organizational, and economic relations anchor both
governments so that existing lines of communication and
mechanisms for consultations can minimize political
friction and maximize cooperation.

One of the author's arguments is the solid basis of economic relations
between the two countries, evidenced by the evolution of the current trade and
foreign direct investment from U.S. to Brazil. Both have grown consistently in
absolute numbers from 2003 to the 2008 crisis (LANGEVIN, 2010: 7-8) ¢,
despite the diversification strategy of Brazil, which resulted in a significant
decrease of U.S. participation in the Brazilian trade current, as observed on

Table 1.

Table 1: Brazil-US Exports/ Imports Trajectory

Exports in US$ % total exports Imports in US$ % total
FOB FOB imports
2000 13,2 billion 24% 12,9 billion 23,1%
2002 15,4 billion 25,4% 10,3 billion 22%
2008 27,4 billion 13,9% 25,6 billion 14,8%
2010 19,3 billion 9,6% 27 billion 14,9%

Source: MDIC/Secex

Undoubtedly, in security issues, the U.S. still does not recognize Brazil
as a partner to their standard, and a series of episodes had no constructive
outcomes. We can cite as examples the case of U.S. ambiguous reaction to the
coup in Honduras in June 2009; the unilateral U.S. action in Haiti shortly after
the earthquake, without any coordination with the Brazilian-led United

® The author used official U.S. government data available at <http:/www.census.gov/foreign-
trade/balance/c3510.html>.
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Nations (UN) troops; the military agreement signed with Colombia, with no
dialogue in advance with Brazil; and, last but certainly the most contentious
case, the articulation of Brazil with Turkey to unblock the impasse in the
dialogue with Iran about the enrichment of uranium. The U.S. did not hesitate
to isolate this initiative, mobilizing all its influence over allies and other
permanent members of the UN Security Council. The fact that this is a regime
marked by acts of gross violations of human rights weakened, both
internationally and nationally, the legitimate and coherent position of Brazilian
government in defense of the right to peaceful use of uranium, in accordance

with the Treaty on Non-Proliferation of Nuclear Weapons (NPT).

4. For a propositional multilateralism
The repactuation of the relationship with the United States can be analyzed in
the context of a policy in defense of a propositional multilateralism. This
defense of multilateralism based on the legal equality of States is a historical
milestone of Brazilian foreign policy and it was with this purpose that the
country joined, over time, all relevant multilateral organizations. At various
times, it obtained a clear connotation of opposition or neutralization of the logic
of the management of the world order by the great powers (VIZENTINI, 2003).
But, as stated by Almeida (2007: 79) “... Brazil made a defensive insertion in
globalization ...”

The active insertion that Lula’s administration sought implied, at the
same time, claiming more space in the structures of international governance, a
stance that had as its drive a reaffirmation of the old bid for a seat as
permanent member of UN Security Council and a change of these same
structures in defense of a less asymmetric and multipolar world. Some authors
identify a classic dilemma between Brazil's claim for recognition equivalent to
that of the great powers and, at the same time, the projection of the country as
a mediator between great powers and the other members of the system in
defense of the reform of international governance structures and less unequal
international order (IPEA, 2010: 161). Other highlighted as one of the
characteristics of Brazilian foreign policy its “double insertion”, as the other
Western country while part of the “Third World”, which could be considered a
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reflection of Brazil as a nation of contrasts, but also its stage of development as
middle power (LAFER, 2001).

The characteristic of an active policy of insertion, however, is to
consider the relationship of international forces not as objective fact, but
something subject to change. A potential for transformation that must be based
on domestic economic, social and political constraints, but which, in turn, is
sought to ensure the best conditions to sustain a neo-developmentalism policy.
The difference is, therefore, guidelines and actions of foreign policy that guided
the search of a series of alliances in the various fields in which one identified a
potential to affirm the most active international insertion. Part of this guideline
was clearly a renewed attention to the South-South relations, but in many other
moments, it involved other actors, as was the case of the G4 (Brazil, India,
Germany and Japan) to better articulate the bid to reform the UN Council
Security.

Regarding the choice of South America, there was a gradual process of
political integration among the countries of the two main existing blocs, the
Southern Common Market (Mercosur) and the Andean Community of Nations
(CAN). The member countries have become, symbolically, part of the other bloc
as associate members. The next step was taken in 2004 with the formation of
the South American Community of Nations (CASA), and later renamed and
formalized as the Union of South American Nations (Unasur), as of the
Establishing Treaty in Brasilia, in May 2008, which entered into force in
February 2011.

Unasur can be understood as an attempt to create a political
coordination that may represent a hub, in a world that, according to the vision
of the Brazilian government and its partners, would be heading towards a
multipolar structure. Unasur represents more than an innovative project of
regional integration, a strategic vision which aims to consolidate its own
identity. The priority areas of Unasur are the physical integration, and the
integration in energy and in the field of defense. But there are also strong
articulations in health and drug war. At the same time, the Unasur showed its
prominence as a consultation way to contribute to overcoming the political
crisis that occurred in Bolivia in 2008, and as of the debate about the
installation of U.S. military bases in Colombia. In terms of Mercosur, it is worth

emphasizing the broadening of the agenda, involving practically all spheres of
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public policy and focusing firmly on the construction of a Mercosur identity and
citizenship, which should gain strength with the direct election to the Mercosur
Parliament, starting in 2014. The recognition of asymmetries led the member
countries of Mercosur to establish, in 2004, the Structural Convergence Fund of
Mercosur (FOCEM), whose contributions have had an exponential increase in
2010 to meet, among others, the advance the electrification of Paraguay. The
Brazilian private sector, the large contractors in particular, took advantage of
new opportunities, starting to act more strongly in South America, gaining scale
and competence, to move on to other markets after that. In this context, Brazil
launched a mighty instrument for achieving integration policy and stimulating
the performance of Brazilian companies in the subcontinent: the Brazilian
Economic and Social Development Bank (BNDES). As far back as 2005, the
president of BNDES, Guido Mantega, announced, during the first round of
consultations for the construction of the South American Strategic Vision in
Brazil, that BNDES “incorporated into its mission this strategic objective,
acting as a funding body for the integration in South America”.” The BNDES
is strategically positioned to finance exports of Brazilian goods and services and
enterprises with the participation of Brazilian companies in South American
countries. Thus, the BNDES arises and is seen as an instrument of Brazilian
foreign policy to gain power and influence in the region. The direct operations of
the Foreign Trade area are carried out especially through foreign funding to
public entities, in order to facilitate the export of Brazilian goods and services.
Between 2003 and 2009, the Brazilian government approved credit guarantees
for about 100 BNDES financing projects already approved or pending approval
in several countries of Latin America and the Caribbean, totaling about US$
15.6 billion®. In 2009 BNDES opened, as matter of fact, its first office outside
Brazil — Montevideo, Uruguay.

This movement has the potential to establish a productive integration

considered fundamental to the advancement of the integration process in

“<http://www.bndes.gov.br/Site BNDES/export/sites/default/bndes_pt/Galerias/ Arquivos/empresa/downl
oad/apresentacoes/mantega_ITRSA.pdf>. Accessed on December 12, 2011.

8 Interview with the president of BNDES, Luciano Coutinho, August 27, 2009, Valor Econémico. In the
same interview, Coutinho claims that disbursements to the region doubled in 2007 and 2008, compared

with the previous two years and should continue growing despite the crisis.
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Mercosur and the South America as a whole, as long as it is properly articulated
with the regional public policies.

But this process is subject to several contradictions. On the one hand,
the productive activities in neighboring countries can alleviate the fact that
Brazil has a surplus with all countries of South America, except Bolivia,
because in theory these investments generate jobs and income in recipient
countries. It is noteworthy that Brazil's trade surplus with South America grew
from US$ 2.5 billion to US$ 7.9 billion between 2003 and 2009 (MRE, 2011:
21), which tends to aggravate the asymmetry between Brazil and its neighbors.
At the same time, this active support to the actions of large Brazilian
companies in South America can generate mistrust for representing powerful
Brazilian interests that do not dialogue with national and local development
strategies, resulting in social conflicts about enterprises, as it happened in
Ecuador, Peru and Bolivia.

To ensure a permanent dialogue with the other Latin American
countries, Brazil is actively engaged in the creation of the Community of Latin
American and Caribbean States (CELAC). The first step was the meeting in
December 2008 in Salvador, along with the Mercosur Summit, which ended up
meeting, for the first time in the history of Latin America, heads of State and
government of these countries without the patronage of the United States. At
this time, the meeting was called Summit of Latin America and the Caribbean
(CALC). It was in the second meeting of CALC in Cancun, Mexico, in February
2010, that it was decided by the creation of CELAC, which actually happened
in Caracas, Venezuela, in December 2011. This process can somehow be
characterized as the return of Mexico to the process of Latin American
integration, which had turned away with the formation of the North American
Free Trade Agreement (NAFTA) which entered into force in 1994 and led Brazil
to rely more strongly on the integration restricted to South America. At the
same time, CELAC can result in greater coordination with the sub-blocs
existing in Central America (System of Central American Integration, SICA)
and in the Caribbean (the Caribbean Community, CARICOM).

Another guideline, which took up some old abandoned experiments,
was the opening for the African continent, with which Brazil has historical
relations, being the country with the highest number of black people outside

Africa, a number even greater than almost all the African countries themselves,
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except for Nigeria. The presidential diplomacy, through an intense schedule of
visits®, was essential to place the continent on a different level in the Brazilian
external relations and public perception. This choice had as internal
counterpart the decision to recognize the existence of profound inequalities of
opportunity based on race and the need for a range of public policies
coordinated by a new ministry called the Special Secretariat for Policies to
Promote Racial Equality (SEPPIR). At the national level, emphasis was given
to the educational policy which opened the doors of universities to a historically
contingent that never had that opportunity. A detail of great symbolic
significance that characterizes the new importance given to the historical
relationship with Africa was the law 10.639, the first signed by President Lula
in January 2003, which introduced the teaching of African-Brazilian History in
compulsory curriculum in schools. In this context it is also worth remembering
the affirmative action program of the Rio Branco Institute (Vocational
Scholarship Award for Diplomacy) which granted between 2002, year of its
creation, and 2010 nearly 400 scholarships!?.

At the same time, the Ministry of External Relations (MRE ) started in
2010, through its Alexandre Gusméo Foundation (FUNAG), an annual effort to
organize courses to African diplomats in Brazil sponsored by the Brazilian
government. In the second course, held in 2011, diplomats from 12 countries
participated: South Africa, Botswana, Ghana, Namibia, Nigeria, Kenya, Sudan,

South Sudan, Tanzania, Zambia, Zimbabwe and Angola.

9 Between 2003 and 2010 the President Lula made 33 trips to Africa, visiting 23 countries in total.
Source: Foreign Policy Balance 2003-2010, p. 35.

10 Through the program, the government invests in the training of African descent to prepare candidates
for the Entrance Examination for Diplomatic Career (CACD), conducted annually by the Rio Branco

Institute. By 2011 17 alumni were able to integrate into the diplomatic corps.
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Table 2: Trajectory Export/Import Brazil - Africa

Exports in US$ % total = Importsin US§ FOB % total
FOB exports imports

1990 1 billion 3.22% 580.000 million 2,8%

2000 1,35 billion 2,44% 2,9 billion 5,21%

2003 2,9 billion 3,91% 3,3 billion 6,81%

2008 10,2 billion 5,14% 15,8 billion 9,11%

2010 9,3 billion 4,59% 11,3 billion 6,22%

2011 11 billion 4,72% 14,4 billion 6,91%

Source: MDIC/Secex

The relationship with Africa is, therefore, an example of a direct
relationship between public policy and national strategy of international
insertion and was expressed in a significant growth in trade (see table 2) and
Brazilian investment, on the one hand, and on the other one, in numerous
initiatives to contribute to develop cooperation; in fact, Brazil, who until
recently saw itself as host country for international cooperation, understood
that its new position would also demand taking responsibility in this field,
although this change was not, necessarily, immediately understood by internal
public opinion. Thus, the Brazilian Cooperation Agency (ABC), linked directly
to the Ministry of External Relations, has moved, over the past year, from the
agency organized to receive cooperation to an agency designed to contribute to
the development in other Southern countries, particularly in Africa (IPEA,
2010). The emphasis is on cooperation, which expresses the know-how acquired
by Brazil, such as support to combat AIDS, based on the success of its own
policy of prevention and universal access to medicines for patients with HIV,
partially made possible by the production of generic drugs. Thus, Brazil has
been, via Oswaldo Cruz Foundation (Fiocruz) of the Ministry of Health, helping
with the installation, in Mozambique, of a factory for the production of
antiretroviral drugs.

At the multilateral level, Brazil actively participates with other
countries of Unitaid, a purchasing hub of drugs against malaria, tuberculosis
and HIV/AIDS, designed to meet the needs of the African continent. Other
examples concern the mobilization of agricultural expertise by opening a
regional office of the Brazilian Agricultural Research Enterprise (Embrapa), in

Ghana, and the partnership to spread the technology of ethanol production.
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This relationship with Africa was, as a matter of fact, shared with the South
American partners by creating a forum for discussion of South America — Africa
(ASA).

Similarly, there was a new reconciliation with the Arabic world. In the
first year of administration, President Lula made a historic visit to Lebanon
and Syria, which had only been visited before by a Head of State or
Government of Brazil in the 19% century, D. Pedro II. Brazil has the largest
colony in the world of Lebanese origin, which justified prioritizing this visit.
Also in the case of this relation with the Arab world, there was a South
American articulation by organizing, in 2005 in Brasilia, the First Summit of
South American - Arab Countries (ASPA), followed by a second summit in 2009
in Doha. The growth of the international profile of Brazil led the government to
engage more actively in the peace process in the Middle East, firmly defending
the option of two States. In the perception of the Brazilian government, there
was room for the entrance of other speakers that could bring new perspectives
to negotiation. In this context, besides the political support for direct
negotiations between Israel and the Palestinian National Authority (PA),
Brazil has provided technical and financial assistance for the reconstruction of
Palestinian territories and the political and institutional strengthening of the
PA, considered fundamental to the construction of an independent Palestinian
State.

Last but not least, there is the option of Brazil to politically organize
with other middle and regional powers in defense of a change in global
governance, for a less asymmetric world, with more opportunities for everyone.
In this perspective, there was already in 2003, the mentioned articulation at the
WTO and the called IBSA Forum (India, Brazil, South Africa), which provided
a more permanent connection with democratic countries and middle powers
with strong positions in their respective continents. The Forum has worked as
political, sectoral (through working groups involving ministries) and
development cooperation through the IBSA Fund. The political organization
has highlighted Brazil and other members on the international scene regarding
some issues on the global agenda. The latest example is the articulation to
promote advances in environmental negotiations within the Conference of the

Parties (COP) of the Framework Convention on Climate Change, the BASIC,
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created in early 2010 and that brings together Brazil, South Africa, India and
China. With India, Germany and Japan, Brazil has articulated the G-4 for the
reform of the Security Council of the United Nations (UNSC), defending the
permanent seat for each of the four countries, in addition to an African country
(South Africa or Nigeria) and an Arab country!l.

The commitment to the UN gave a new quantitative and qualitative
leap when Brazil took over, in 2004, the command of the troops of the UN
Stabilization Mission in Haiti (MINUSTAH), in a clear perspective to Latin
Americanize the peace process in Haiti, which had its counterpart by several
other South American countries that sent troops, particularly Uruguay and
Chile (HIRST, 2011). This responsibility assumed by Brazil provoked criticism
at home that reflect in part the rapid change of its international operations,
which requires broadening the debate and public participation and the
organized sectors of civil society.

Contrary to the UN orientation, the Brazilian government has chosen
not to create a specific quota dedicated to this operation, rather working with a
rotation system that allowed thousands of troops to seize the opportunity to
gain practical experience. In the case of operations in urban areas, a positive
development action for the Brazilian society was the participation of military
personnel, with special training and experience in Haiti, in the peacekeeping
operations in favelas dominated by drug trafficking in Rio de Janeiro. At the
same time the Brazilian government has mobilized several other ministries for
cooperation with Haiti, working on food security, job training, health and
infrastructure, to put into practice its conviction on the close link between
conflict prevention and socioeconomic development, called by the Minister

Celso Amorim as “Brazilian doctrine.”!2

5. The defense of a reform at the multilateral system
The balance of foreign policy in the period of 2003 to 2010 begins with the

statement that it was guided “by the idea that Brazil should take an increasing

11 In this matter the resistance was very large and, after the departure of Chancellor Gerhard Schroeder,
Germany reduced its interest. On the other hand, India has had, since the visit of President Barack
Obama in late 2010, U.S. support, within the Sino-American political game.

12 Interview published in the Journal of Development Challenges IPEA, Issue 61, May/June 2010.
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role on the international stage, projecting an image outside proud and
sovereign”, among others, contributing to “the design of a new framework of
multilateral relations” (MRE, 2011). This vision marked in a systematic way
the speech of President Luiz Indcio Lula da Silva, as can be seen on the table
below, referring to excerpts of the speeches made in the traditional annual

opening of the UN General Assembly.

Table 1: Brazil’s voice by the reform of the multilateral system

UN General | Excerpts from the speech of the President of Brazil in the
Assembly opening act

"The improvement of the multilateral system is the necessary
September 23, 2003 . . .. . \
counterpart on the democratic coexistence inside Nations.

"The fight against hunger and poverty is also the establishment
of a world order that put the economic and social development in
September 19, 2006 the foreground. The subsidies in rich countries, particularly in
agriculture, are oppressive shackles that hold back progress and
doom poor countries to backwardness.”

"The construction of a new international order isn’t a figure of
September 25, 2007 g

speech, but a requirement of reasonableness.”

"Given the global character of the crisis, solutions that may be
taken should also be global, decided in legitimate and trusted
multilateral fields, without impositions. From the United Nations
largest multilateral arena, must issue a call for a vigorous
September 23, 2008 .. . . .

response to the threats facing us. Simply by direct dialogue,
without the intermediation of the great powers, developing
countries have been accredited to perform a new role in the design
of a multipolar world.”

"It would be a huge mistake, an unforgivable historical omission,
to just take care of the consequences of the crisis without facing
their causes (...) More than the crisis of big banks, this is the crisis
of the great dogmas. What fell to the ground was all an
economical design, social policy and taken for granted. What
failed was an unreasonable model of thought and action that has
S engulfed the world in recent decades. It was the absurd doctrine
eptember 23, 2009 . . .

that markets could self-regulate themselves, dispensing with any
State intervention, considered by many a mere nuisance. It was
the thesis of absolute freedom for financial capital, without rules
or transparency, above the people and institutions (...) The poor
and developing countries must increase their participation in the

IMF and the Bank. Multilateral world. It may be a factor in the
revitalization of the UN.”
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As discussed, the common denominator to the various joint efforts with
other countries, both within the formal structures and the creation of new
informal groupings, the strategy was to project the interests linked to the
internal neo-developmentalism efforts with proposals for changes in global
governance. There is a tendency to confuse the emphasis on South-South
articulation with an out-of-time Third Worldism, usually associated with a
critical view of this policy. No doubt there are elements that refer to the spirit
of Bandung, but the theme of non-alignment is no longer on the agenda. There
remains the challenge of asymmetry which increases the concentration of
wealth and political power. The 1955 Bandung Conference, in Indonesia, guided
the recognition of the right to development by countries that have recently
gotten rid of colonization of Latin Americans who sought their own national-
developmentalism project. Now the staff is in recognition of increasing
interdependence and real changes in growth prospects, especially by the so-
called emerging economies, whose weight is not reflected in the growing
international governance structures. That is, there was no longer only guided
the problem, but to show that countries until recently considered peripheral are

also part of the solution.

5.1 The fight against hunger and extreme poverty

In the first year of his first term, in January 2003, President Luiz Indcio Lula
da Silva was projected as a new global leadership by being the only head of
government or state to attend the World Social Forum in Porto Alegre and the
World Economic Forum in Davos, with a single speech, focused on fighting
hunger and extreme poverty; a new version of the capacity, as mentioned
above, of Brazil to dialogue with the various audiences and interests. This flag
was also chosen to highlight the need to rethink the logic of the global economic
order. Given the U.S. war in Iraq, Brazil was articulated, in 2004, with the
governments of France and Chile around what was called the Global Action
Against Hunger and Poverty. In the initiative has joined Spain, just after the
election victory of Jose Luis Zapatero, who had among his flags, the immediate
withdrawal of Spanish troops from Iraq. There was also support from the
General Secretariat of the UN, since Kofi Annan identified the possibility of a
mobilization around a positive agenda in opposition to the agenda of the war,

which had started even in defiance of the UN. The result of this joint was
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presented on the eve of the opening of the General Assembly in New York in
September 2004, focusing on innovative financial mechanisms. The Foreign
Ministry's note about this event states: “We share the view that tackling
poverty and social injustice in the world is vital to the security and stability of
all countries, both developed and developing.”!3 The event was attended by 55
heads of State and government, and the resolution of the General Assembly to
continue the efforts at the multilateral level was approved by 115 countries.
This demonstration of the ability to mobilize apparently emptied due to the
difficulty of Brazil to give substance to the appeal and make the proposals
forward!*. The initiative has become the Leading Group on Innovative
Financing for Development, which teamed up, in July 2011, 63 countries and
dozens of international and nongovernmental organizations. Apparently there
was an excess of voluntarism and projection and the reference to the campaign
gradually lost space. But on the other hand, it was used to mark the position
and guided around a subject to which Brazil would protrude in other ways. One
can identify, among others, the internationalization of Embrapa by opening a
regional office in Ghana, the cooperation programs for ethanol production in
Central American countries and African countries with the joint African cotton
producers - Benin, Burkina Faso, Chad and Mali - the Cotton-4 and the very
inclusion of the issue of food safety in cooperation with Haiti. It is no accident
that, after several failed attempts to transform the international projection of
Brazil in actual occupation of positions of leadership, success occurred precisely
at the United Nations Food and Agriculture (Food and Agricultural
Organization, FAO), with the election in 2011, José Graziano da Silvapara the
post of secretary-general.

It is possible to make a clear parallel with the internal government
action that justified the international projection, the Zero Hunger campaign.

Also in this case, it was released with much political projection, but without a

13 <http://www.itamaraty.gov.br/sala-de-imprensa/notas-a-imprensa/2004/09/21/declaracao-de-nova-
york-sobre-a-acao-contra-a-fome>.

14 A Technical Group on Innovative Financing Mechanisms comprises officials from the four
governments and consultants related to the UN Secretary-General prepared a document with eight
proposals, including tax on foreign exchange flows, new issue of Special Drawing Rights, fighting tax
havens, among other.
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clear organization and structure. And it also vanished somewhere on the agenda
but the agenda was and resulted in a series of actions and measures, the Family
Grant Program funding for the expansion of family farming and school feeding
programs, among others. The mandate of combating hunger and poverty that
marked the national priority represented at the international level, however, a
central element to point to the need to rethink the international order.
Appeared, including the question of subsidies by the EU and U.S. to their
farmers, the main obstacle to the Doha Round.

The question that arises is whether Brazil could actually be seen by the
international community as one of the leaders, and South America as one of the
poles, of the multipolar world under construction. That is, to what extent the
new emphases and new assertiveness of Brazilian foreign policy were based on
advances and consolidated internally and in a real evaluation of the potential
for a larger space for Brazil in the changing world? The next two sections
discuss this issue, respectively, from the 2008 crisis, and the real resources

available to look scenarios and future strategies.

6. The 2008 crisis: the virtd finds 'occasione

In June 2011, the foreign correspondent Assis Moreira commented on their
practice: “A lot has changed. Before, it was complicated even to get credentials
to cover major international events. Today, with the country in the G20, access
is facilitated.” 1> This is a small illustration of how the constitution of the G20
not only consolidated the new role of Brazil, but has also expanded its horizon.
It is true that the group has lost the charm with which it was received at birth
in November 2008. Nevertheless, it remains the principal forum for
intergovernmental debate on economic and financial issues.

For Brazil, the 2008 crisis, which led to the G20, arrived at a time
allowed to combine virti with fortune. The government had found a path of
sustained growth with popular support and accumulated reserves. And the
president had already gained experience and recognition after nearly six years
of projection as a charismatic leader and head of an emerging country. In fact,

when the crisis exploded in September 2008 with the collapse of Lehman

15 Valor Econémico, EU & Fim de semana, June 10, 2011.
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Brothers, Brazil was growing at a rate exceeding 7% and had just won
investment grade’s. Not only the population but also the world came to
recognize that Brazil had taken a leap forward in both the strategy
development, generating millions of formal jobs and consolidating a trend of
decreasing socioeconomic inequalities, and in respect of the its insertion in the
international arena. As an exercise, one can imagine what would have been the
fate of Brazil and the government had the financial crisis exploded in mid-2005
when the president's popularity was slightly above 30%, the country plunged
into political crisis, no defined development strategy and without international
reserves, growing at a rate slightly above 2%. That is, when the crisis erupted,
Brazil was more than prepared to defend itself, daring to take countercyclical
measures and to occupy a prominent international coordination in order to
avoid aggravation of the crisis itself and also to increase the country's presence
in international forums permanently. If nothing else, chance had placed the
country, precisely in 2008, the presidency of the G20 finance ministers.

Brazil is presented and it was now seen as part of the solution. The
developmental orientation of economic policy implemented since 2005 had
borne fruit, and muscle to defend the country, with an internal market, social
policy and income redistribution strongly countercyclical and international
reserves (BARBOSA, 2010). Brazil reacted to the crisis so purposeful, even
financially, generating in 2009 about one million jobs. The very success of the
reaction to external threat, avoiding the traditional currency collapse and its
devastating effects on the real economy, served to legitimize such policies, such
as the renewed importance given to public sector banks (JAYME; CROCCO,
2010).

Externally the Brazilian government knew articulate immediately with
new partners to bring about an expansion of the forum for coordination with
the intention to give a response to the crisis. In the rotating presidency of the
G20 Ministerial in 2008, Brazil had since the beginning of management, based

the need to transform the G20 into a forum for leaders and increased frequency

16 We disagree on, however, the assessment made by Alston and Mueller (2011) that the investment grade
rating by the rating agencies themselves have been central to Brazil began to attract a significant
volume of foreign capital and consistent. Much more than cause, the investment grade reflects a real
change and perception of international investors about the prospects of the Brazilian economy.
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of technical meetings to expand their operations. When the globalized crisis
became global, after the bankruptcy of investment bank Lehman Brothers, the
G20 organized an extraordinary meeting on October 8, 2008. At the last minute
there was a surprise participation of President George W. Bush, less than one
month of the presidential election in November 4. With the French presidency
of the European Union there was a heightened pressure to conduct a meeting of
leaders and President George W. Bush agreed to host the first meeting in
Washington. There was still no clarity on the scale of the crisis and its possible
systemic character. But there was a clear reminder of mistakes made before the
1929 crash, when the lack of international coordination was one of the
determining factors for the worsening of the crisis and its dramatic
consequences. To facilitate the choice, we opted to use the format of the G20
ministerial, thus avoiding a debate about its membership, despite the clear
over-representation of under-representation of Europe and Africa (South Africa
only).

In less than a year were made three meetings of the G20 Leaders
(Washington on November 2008, London on April 2009, Pittsburgh on
September 2009), an intensive consultation of high-level unprecedented since
the end of World War II. With the Pittsburgh Summit, concluded the first
phase, in which the leaders had issued a firm signal to economic agents and
guaranteed liquidity to avert the nightmare of a total collapse of the
international financial system, although we haven’t managed to avoid
contamination of the real sector of the economy, with serious consequences for
employment, particularly in the U.S. and some European countries (Ireland,
Spain).

The dual transformation of the G-7 and G20 Ministerial Summit of the
G-20 allowed Brazil, alongside Argentina, South Africa and other BRIC
countries (Brazil, Russia, India and China), defend their positions, for example,
in relation to governance reform of the International Monetary Fund (IMF),
which resulted in increasing its voting power, which jumped from 18 to 10t
position. Or, in general, include in the agenda of the G-20 issues related to the
challenges to sustainable development, besides the financial crisis, such as
decent work, involving the International Labour Organization (ILO).

Although, the expectations of a possible Bretton Woods II haven’t been

realized, it can be argued that the G20 represented a new milestone in
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multilateralism. It created a platform on which the powers of the situation
defend the maintenance of their privileges on the side of countries that claim to
enlarge your space in support of national development strategies. It is not just a
cyclical response to the crisis, but a necessary adaptation of the institutional
superstructure to the new reality of international economic relations. By the
same token, countries with emerging economies, including Brazil, formally
became part of the Basel Committee with voice and vote in both the Committee
on the Global Financial System (responsible for monitoring financial markets in
order to identify and assess potential sources of instability), and the Committee
on Capital Markets (responsible for keeping abreast of trends in the financial
market). Besides Brazil, entered on the Basel Committee, Australia, China,
South Korea, India, Mexico and Russia.

In this sense, the G20 was a consistent commitment with the thrust of
Lula’s foreign policy, but also articulation with the other BRIC countries, to
get more bargaining power, which actually worked, as suggested, in particular
respect to changes in power structures of the International Financial
Institutions (IFI’s) and their own replacement of G8 by the G20 as the main
forum for coordinating economic and financial crisis. No doubt the G20
stimulated the consolidation of the BRIC (and then BRICS) as a consultation
group, balancing the continuity of the G7.

It’s worth emphasizing the active role of the Brazilian government to
articulate the emergence of BRIC and include South Africa. It was Russia,
consistent with its vision of a multipolar world, who assumed the responsibility
to convene the first meeting of heads of state and government. The vision of
President Vladimir Putin was clearly expressed in his speech at the Conference
of the Organization for Security and Cooperation in Europe (OSCE) in 2007 in

Munich, when he said:

I consider that the unipolar model is not only unacceptable
but also impossible in today's world. And this is not only
because if there was individual leadership in today's - and
precisely in today's - world, then the military, political and
economic resources would not suffice. What is even more
important is that the model itself is flawed because at its
basis there is and can be no moral foundations for modern
civilisation.
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In that spirit, Russia organized in June 2009 - between the 2" (London,
April 2009) and the 31 Summit (Pittsburg, September 2009) G20 - in the city of
Yekaterinburg, the first BRIC Summit.

Brazil was still somewhat of an outsider on the other three giants that
share borders and centuries of coexistence, war and peace. But since the
countries were considered key parts to overcoming the global crisis. It was the
2nd meeting in Brasilia in April 2010, that Brazil also invited South Africa to
make the event coincide with the Summit of the IBSA (India, Brazil, South
Africa). The extension of this joint was of interest to Brazil. On the eve of the
third Summit in China, the government of South Africa published in major
newspapers and parcel of the economic grouping of countries, a statement under

the heading "Accessing Africa with BRICS" stating:

December 23, 2010 was an auspicious day, marking the
date on which South Africa was formally invited into the
economic coalition between Brazil, Russia, India and China
(BRIC) to expand the acronym to BRICS(...)IBSA would
be strengthened and more balanced with South Africa as a
BRICS member, particularly as the mandates of both
organisations were highly complementary.

The statement identifies the BRICS as “the widely-accepted symbol for

global economic power shifting from the developed to the developing nations!?.”

7. A new reality
This transformation of the BRIC from a category of analysis in a group
involving Brazil, Russia, India, China and South Africa, reflects the desire to
seek changes in the structures of international governance that reflect the
gradual changes in the relations of economic power, a process that was evident
and accelerated with the 2008 crisis.

It’s observed that particularly in relation to Brazil there was a shift in
perception. By 2008 there were doubts whether if the B from the BRIC really
would fit this category of analysis, since the country didn’t have high rates of

17 In Brazil, the statement was published by the newspaper Economic Value on 13 April 2011. See also
<http://www.southafrica.info/global/brics/brics-080411.htm>.
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economic growth and the other didn’t share with them the military,
particularly the possession of nuclear weapons. But with the emergence of the
BRIC group, this question has been overcome.

What interests us here is to present an assessment of the prospects,
apart from possible points above the curve due to cyclical issues or the fact that
it was able to take a ride on the need for part of the G7 agreeing a new
relationship with China. Even considering that the Brazilian active inclusion
strategy now lacks one who had become a powerful resource, the very figure of
the leader, President Luiz Indcio Lula da Silva, ahead of presidential
diplomacy!s.

In this aspect, we highlight five points that seem relevant to the
projection continuity scenarios discussed of new insertion of Brazil: their
growing economic weight, the pre-salt, the environmental issue, the issue of
food production and single exposure of the country before the world public
opinion with the realization, in a very short time, the two major televised

events in the world.

7.1 The participation of Brazil in world economy

The advances made in developmentalism economic policy through the stake in
the domestic market and decreased slow, gradual, but constant inequality,
considered a historic setback for the modernization of the country, created an
opportunity that drew the attention of international capital. At the same time,
Brazil has significantly expanded its export base, but increasingly specialized in
commodities. On the other hand, there has been a coveted market, mostly
referring to manufactured goods. The result is a constant and significant
increase of bilateral trade, interrupted by the impact of global ecrisis, but
quickly resumed, as shown in Chart 1. Data on flows of foreign direct
investment (IED) targeted to Brazil go in the same direction. The World
Investment Report 2011, (UNCTAD) shows that the country reached the 5t
place in terms of attraction of these flows, despite all the supposed difficulties of

doing business in Brazil, appointed annually by the Doing Business Report of

18 We agree with the observation Hirst, Lima and Pinheiro that presidential diplomacy of Lula’s
government is not sufficiently evaluated as substantive promoter of Brazilian foreign policy (2010, p.28).
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the World Bank!®. Chart 2 shows the recent trajectory and market expectations
concerning IED in billions of US$. With this, the country's participation in
global IED flows jumped from 1.3% in 2006 and 2.2% in 2009 to 3.9% in 2010.
The forecast of the Central Bank of Brazil for 2011, US$ 55 billion, is even
bigger than market expectations and points to 4.3% of the overall flow. This
reality must allow the Brazilian government to recognize their bargaining
power to agree with multinational companies a greater effort to attract

innovation and research and development centers.

Chart 1: Current Brazil-U.S. trade $ billion
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Source: Central Bank for the years 2005-2010, Focus / Bradesco-Depec “Expectations of the market in
August 20117 for the years 2011 and 2012.

19 <http://portugues.doingbusiness.org/data/exploreeconomies/brazil/>.
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Chart 2: Flow of Brazil-U.S. Foreign Direct Investment $ billion
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It won’t be, in this work, discussed the new challenges that this
situation poses for Brazil, for example, to manage the capital account, dealing
with the trend of appreciation of the real or the need to move quickly on the

qualification of local workforce to seize the opportunities created.

7.2 The Pre-Salt

It is difficult to say how much the new attraction of Brazil already is due to the
pre-salt, but there is no doubt that this mega-discovery, by itself, projecting the
country in a different way in the coming decades. There is also a survey about
the amount of oil and gas that pre-salt really represents, but estimates range
between 50 billion to 100 billion barrels?’. The Ten Year Plan for Expansion of
Energy 2020 (PDE) from mid-2011 prepared by the Energy Research Company

(EPE), projected an increase in oil production, including gas and international

20 A barrel equivalent to 159 liters of oil.




Neo-Developmentalism and the Search of a New International Insertion v.1,n.2. Jul/Dec.2012

production, the current 2 million barrels per day for 6,1 million barrels per day,
which would give a capacity to export 3,2 million barrels per day in 20202,
Table 3 considers only the production of oil in Brazil, without regard to
the production of gas equivalent and production abroad by Brazilian
companies, but estimated in addition to production in fields in operation and
that of the contingent resources (discovered, already granted and in evaluation),
the undiscovered resources in exploration blocks under concession and also the

start of production in the Union area hasn’t granted.

Table 3 - Production of oil in barrels per day and future forecast

2017-2020

Country 1999 2009 2010 2017 2020
Rusia 6,2 10,0 10,27
South Arabia 8.9 9,7 10
United States 7.7 7,2 7,5
Iran 3,6 4,2 4,25
China 3,2 3,8 4
Brazil 1,1 2,0 2,14 3,824 6,09

Source: BP Statistics for numbers of other countries; EPE / Ministry of Mining and Energy (MME) for
figures and forecasts in Brazil.

Table 3 illustrates that Brazil was a small player in 2009 and returned
to the small domestic market, which occupy fourth place in 2020, in the event
none of the producing countries to increase their production there.

Also with regard to reserves, depending on the size of the pre-salt,
Brazil occupy between the 5t and 8t place, behind only the great and historical
players in the Middle East, Russia and Venezuela, and the reserves of the latter
country are composed the so-called large-scale non-conventional oil (ultra-
heavy oil).

The estimate of Petrobras is that the break-even point of the pre-salt is
around US$ 35 per barrel. There are strong arguments to suggest that its
feasibility is guaranteed for two reasons. First, although we are entering the

phase transition towards a low carbon energy sources, this process should take

2l <http://www.epe.gov.br/PDEE/Forms/EPEEstudo.aspx>.
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even a few decades and during this period, the need for emerging economies,
particularly China, India and Brazil, will pull the up demand. Only the Chinese
demand for oil has increased from 4.48 million b/d in 1999 to 7.7 million b/d in
2007 and 8.6 million in 2009, much higher than the expansion of its domestic
production??. At the same time there is a breakdown of production in various
regions of the world, as is the case of Mexico, the North Sea and the U.S. itself,
which still holds in 2010, a production of around 7 million b/d, but presents a
demand that exceeds 20 million b/d. The pre-salt, as the main area of frontier
expansion of oil production in the world, is therefore in the crosshairs of the
U.S. and China.

A sovereign insertion strategy involves establishing a national control
over strategic decisions and ensure that this discovery will become a major lever
for national development and, therefore, the country's geopolitical projection.
The changes in the regulatory framework adopted into law in 2010 had this
goal, but they represent only the beginning and still require a broad debate to
the detailing and consolidation. One of the key points is to ensure that the rate
of exploitation is compatible with the absorption capacity of the country with
regard to managing the inflow of foreign currency on the foreign accounts, in
particular the exchange rate, and management of resources such as extra-
budget, not so much because it’s a finite resource, but mainly because they are
highly volatile revenues. To meet these two challenges, it were approved the
creation of bases for, respectively, a Sovereign Wealth Fund and Social Fund.
Through the Sovereign Fund, funds in U.S. dollars may be used for
international operations without going through the internalization in the
country, for example, to finance Brazilian foreign direct investment, credit for
export or investment credit, returning to the domestic economy in particularly
in the area of infrastructural projects in South America. The Social Fund should
ensure the channeling of funds obtained through uptake of oil revenues by the

State for high priority areas for development in medium and long term?3.

22 British Petroleum (BP) statistical <www.bp.com>.
2 Law 12351 enacted on December 22, 2010, specifically mentions as allocation of resources on
education, culture, sports, public health, science and technology, environment and mitigation and

adaptation to climate change.
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At the same time, the criterion of absorption also refers to the ability to
extend and enhance the industrial park to ensure that the growth in upstream
chain demand (on exploration and, especially in production) and downstream
opportunities (in productive activities that use oil and gas as inputs, such as
petrochemical-plastic chain) can be met by domestic production, generating
employment and income in the country and the region. It’s observed that the
size of demand and its consistency over time allows you to plan investments in
medium-long term, creating critical mass to meet, then external demands.
Remember that offshore production is the most technologically advanced oil
production, and pre-salt, in particular, requires the development of high
technology in the areas of nanotechnology and new materials. Not surprisingly,
there has been a rapid movement on the part of global business leaders in high
technology services to the oil industry to install capacity of Research and
Development in Rio de Janeiro, as is the case of General Electrics (GE),
Schlumberger, IBM, FMC Technologies, Baker Hughes, Halliburton, Tenaris
Confab and others. The pre-salt put Brazil among the priorities of these
companies. Certainly the actions of Petrobras Research Center (Cenpes), on the
Fundao Island, and the expansion of its facilities, completed in 2010, is a crucial
factor of attraction. With the expansion, Cenpes occupy over 300 square
meters, making it one of the largest applied research centers in the world.

Last but not the point of little relevance, the pre-salt feeds also the
discussion on the defense strategy and, in particular the modernization of the
Navy and Air Force. The Treaty of Montego Bay, 1982, which stipulates the
exclusive right to operate up to 200 nautical miles from shore (the Exclusive
Economic Zone, ZEE) and the recognition of Brazilian claim in respect of an
additional 150 nautical miles for the design of the Brazilian Platform
Continental (Blue Amazonia) was, until mid-2011, ratified by 161 countries
except the U.S. From the formal point of view of public international law, this
implies that, for now, the U.S. doesn’t recognize Brazil's sovereignty over the
area of pre-salt. In this context, should be considered strategic partnership with
France to buy Scorpéne submarines and cooperation to build the first nuclear
submarine. The same goes for the air force modernization, particularly the
procurement of fighter aircraft. It’s important to recognize that the pre-salt

changes any future scenario on the insertion of Brazil, putting the country on
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another level in world geopolitics, which involves, as noted, challenges, and

great opportunities.

7.3 The Brazil as environmental power

In the five areas that we can identify when discussing environmental
governance, climate change, biodiversity, genetic resources, biosafety and
forests, Brazil, by its natural resources, it would be already a relevant player.
But the result of strategies adopted in the pursuit of self-sufficiency energy gave
the country a comparative advantage and an authority and influence in the
debate that tends to occupy an increasing space on the international agenda
(IPEA, 2010b).

The first point to be emphasized is the cleanest energy matrix. Data
Research Company (EPE) shows that the use of renewable sources in Brazil is
close to 45%, against a world average of around 14% (TOLMASQUIM, 2007).
This is explained by the use of hydroelectric power (energy) and ethanol (fuel
and energy co-generation), most recently adding a significant increase in wind
power, although as an additional source.

Brazil began to take its place in 1992, hosting the United Nations
Conference on Environment and Development in Rio de Janeiro, at which time
the Convention was signed United Nations Framework Convention on Climate
Change. Since the beginning, consistent with its traditional positions and
interests as a developing country, defended the principle of “common
responsibilities, but differentiated”, based on historical of developed countries
on the one hand, and the right to development, other. At the same time, there
was a defense mechanism for transferring resources to enable developing
countries to contribute to mitigation efforts and adaptation. Last but not least,
a very great care in defense of sovereignty, particularly in the debate that
surrounds the Amazon rainforest. What was an innovative approach, a
reflection of active participation in building the climate change regime, has now
become an obstacle to Brazil assume more leadership. Considering the
peculiarities mentioned, the country can contribute more to the provision of
global public good (climate stability) without sacrificing their national interests.
The reference to the historical responsibility remains valid, but more interesting

is the fact that Brazil can point the structure of supply of clean energy. It was
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precisely this debate that marked the position of Brazil on the eve of the COP
15 in Copenhagen in December 2009. The country had provided voluntarily
adopt reduction targets bold, because they would be focused primarily on
reducing deforestation, which has a low cost. Here we must emphasize one fact
relatively little assimilated by opinion makers, and consequently, the Brazilian
public opinion: the extraordinary success of Brazil in significant reductions in
Amazon deforestation during the period 2005-2008 compared with 2001-2004,
which kept the high pace of the previous decade. It took an average annual
deforestation of 20 mil km? for an annual average of 13 mil km? (VIOLA, 2010).
This enabled a reduction in emissions of greenhouse gases (GEE) of Brazil in
this period of about 20%, which was unprecedented in the world. Brazil had
therefore everything to project itself as a global actor, and actively contribute
to the advancement of the negotiations, leaving behind a defensive posture,
attached to the supposedly sovereign interests that wouldn’t succumb to
outside interests. There was a surprising change. On the eve of the COP 15 in
Copenhagen, was announced the new government's position by the Minister of
Environment, Carlos Minc, and the Minister of Staff, Dilma Rousseff. For Viola
(2010: 107), the new positioning of the Brazilian government:

...implies a change in the history of foreign climate policy in
Brazil and a strategic defeat of the two ministries that
defined the position of the country between 1996 and 2009
(the MRE and MCT). It’s, however, a victory for the
Environment Ministry, which is challenging the traditional
position since 2006 and has assumed a very incisive
questioning position since 2008.

The new positioning, assuming concrete targets for reducing greenhouse
gas emissions, was codified in Law N°” 12.187 of December 29, 2009, and meant,
in view of the government, a reduction of 36.1% to 38.9% in relative to its
projection for 2020. This position should encourage other developing countries
to announce similar goals. The challenge posed is to prevent the pre-salt
interrupt this Brazilian trajectory and, instead, the revenue generated by oil
production are in fact channeled to the country with advanced technologies is

leading the transition to a low carbon.
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In December 2011, the Ministry of the Environment released the figures
of Prodes, system of the National Institute for Space Research (INPE), which
monitors deforestation annually, showing that deforestation in the Amazon
reached the lowest levels since 1988. The deforested area from August 2010 to
July 2011 was 6.2 thousand square kilometers. If these figures are consolidated,
Brazil will have fulfilled the goals of reducing deforestation assumed at the
Climate Conference in Copenhagen in 200924,

The realization of the UN Conference on Sustainable Development
Rio+20, in June 2012, should increase the internal debate on the consolidation
and continuity of policies to combat deforestation. The conference will also be

the time to reaffirm the important role of Brazil on this issue.

7.4 Brazil and food production

The country has significant growth in international trade of agribusiness,
consolidating its position as one of the largest producers and exporters of food
to over 200 countries. Population growth and urbanization processes in Africa
and Asia, should press the demand for food in the coming decades. Data from
the United Nations Population Fund (UNFPA, 2011) indicate an increasing
world population of 6.9 billion in 2010 to 9.15 billion in 2050. This growth,
almost entirely concentrated in developing countries. The FAO estimates the
need to double food production between 2010 and 2050. Food production will
remain so in the coming decades, one of the most important challenges facing
humanity.

In 2010, Brazil was the second largest supplier in the international food
market, behind only of the U.S., but growth projections indicate a potential for
the country to become the largest supplier of animal protein and vegetable
world. A study from OCDE together with the FAO (2010: 20) points Brazil as
the country with higher growth potential of production, estimated at 40% by
2019, using as basis the average annual production in the period 2007 to 2009.
In the U.S. case, the estimate is an increase of 10% over the same period.

The combination of sustainable growth potential, with the prospect to

take the place of the largest producer and exporter in the world puts Brazil in a

24 Source: Bulletin In Question, number 1425, 7 December 2011.
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leadership position around one of the key issues for human survival. The
concentration of joint efforts to ensure the aforementioned election of José
Graziano da Silva, in June 2011, for the post of Director-General of FAO, was
right, and his victory express recognition of the country's strength in

agriculture and food.

8. Final considerations

In this work we have tried to analyze the consistency of activism in the field of
international relations, with the search of a new national developmental
project. What determines the inclusion of a country, however, is not only
determined by the guidelines of foreign policy, but also depends on internal
economic, social and political conditions, and, above all, the actual correlation
of international forces. The financial crisis of 2008 showed clearly the progress
made by Brazil that allowed it to react, continuing the government's priority in
the area of job creation and income distribution.

At the same time, the crisis showed a gradual change in the
international power in economic structures, opening thereby a real possibility of
seeking more space for Brazil, along with other middle income countries, in the
structures of international governance. This has created a series of new
challenges for Brazil with regard to the need to adapting the institutional
framework and the necessary qualifications to seize new opportunities and
occupy, with the priority, the newly conquered areas.

Finally, as argued, there was a significant change in the perception of
Brazil in the world, far beyond the aforementioned investment grade rating
obtained in 2008. There is now a unique opportunity for Brazil to dialogue with
the world public opinion to make, in short time, the Soccer World Cup (2014)
and the Olympic Games (2016), the two events with greater global audience via
television and internet.

Any assessment of the medium-long term scenarios and possible
strategies for international insertion should, however, take into account a range
of strategic resources which the country began to have, the pre-salt, food
production capacity and environment al assets. These features might not be
recognized as hard power, but surely, considering its relevance to the world

economy, it is not simply soft power, moving away from the classification of

Nye (2004).
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The geopolitical implications of using these resources will depend again
on external conditions, but also the guidelines for its management and, in
particular, the way that they will be subject or not to a development strategy
discussed and shared by several sectors of society. The several options and their

geopolitical implications should be the subject of future research.
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ABSTRACT

Brazil has the fifth largest population and territory, and is on its way to also
becoming the fifth largest GDP in the world. It then should — in an active, creative way
— be a leading country in the reorganization of the world's power system. It was under
this prism that a strongly diplomatic presidency led President Luiz Indcio Lula da Silva
to spend more than an eighth of his two mandates (2003-2010) abroad. This search to
improve Brazil's position within international relations' hierarchy is linked to the
strategies that occur in the national sphere. A discussion on the complex relationship
between dependency and development resurfaced as an effort to formulate a neo-
developmentalist socio-economic policy. This paper highlights countries' capacity to
react and organize around the 2008 global financial crisis, which was a significant time.
From that time on, the world began to see Brazil differently, and to recognize the
country's strategic resources, such as the new oil reserves, its environmental richness,
and a unique potential to expand food production.
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The status enjoyed by the Foreign Policy Analysis (FPA) as a sub-area of
International Relations (IR), thought of as academic field, seems today, in the
United States, no longer to be the object of so much controversy, as occurred in
previous decades, when many expectations voiced by the original researchers of
the sub-area (SMITH, 1986, reviewed these criticisms rightly) were frustrated.
Today enthusiasm seems to prevail, among its supporters in academia, and it is
visibly present in the work of Hudson (2005 and 2007). The revaluation of
Foreign Policy Analysis was sanctioned in 2005 by launching a new journal
devoted exclusively to the promotion of research in the sub-area, namely the
Foreign Policy Analysis, published with the support of the ISA (International
Studies Association). One will not find here an appraisal, albeit concise, of the

sub-area evolution in the USA. To this end, the reader should refer to the work
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listed in the footnote?. The purpose of this article is solely to analyze teaching
and research on foreign policy in Brazil in the last two decades.

To this end, the paper is organized as follows. The first section discusses
how the main narratives about the evolution of International Relations in
Brazil, considered as an area of knowledge, depict the place that has been
designed, in the same area, to the study of foreign policy. The second section is
devoted to an assessment of the status of foreign policy in IR teaching in the
country, both at undergraduate and scricto sensu graduate programs. There is
also a mapping and characterization of theses and dissertations which had
foreign policy as object. The third section assesses the space given to studies on
foreign policy in three academic forums nationwide, namely: the meetings of
ABRI (Brazilian Association of International Relations), the ABCP (Brazilian
Association of Political Science) and ANPOCS (National Association of
Graduate Programs and Research in Social Sciences). In the fourth section there
is a mapping and characterization of the published articles on foreign policy
between 1990 and 2010, in the following IR Brazilian journals: Cena
Internacional, Contexto Internacional, Politica Fxterna and Revista Brasileira
de Politica Internacional. At last, the fifth and final section seeks to assess
briefly the importance that comparative studies have in the sub-area of foreign
policy in the country. The final considerations make a general assessment of the
empirical research presented in the previous sections.

But first, we must define “foreign policy”, distinguishing it from
“international politics”. It is also necessary to characterize, albeit briefly, the
sub-area of Foreign Policy Analysis (FPA), with its specific characteristics in
relation to the mainstream of IR, while recognizing the profound pluralization
of the field in recent decades, in theoretic, methodological and thematic terms.

There are almost innumerable definitions of “foreign policy” found in
the literature. That proposed by Arenal (1994) seems to us sufficiently precise in
its brevity and will be adopted in this work:

3 GERNER (1995); GROOM (2007); HILL & LIGHT (1986); HUDSON (2005 and 2007); HUDSON &
VORE (1995); KAARBO (2003); KUBALKOVA (2001); LIGHT (1994); NEACK; HEY & HANEY
(1995); RIPLEY (1993); ROSATT (2004); and SMITH (1986).
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"As foreign policy we must understand the study of how a
State conducts its relations with other States, how it is
projected to the outside, that is, the formulation,
implementation and evaluation of foreign options from
Inside a State, under the perspective of the State” (p.22).

The author proposes that the definition of “international politics™ also

seems relevant, namely:

“The term International politics covers a wider reality than
the foreign policy, since it refers not only to the action of a
foreign State, but the set of interstate relations that
constitute the system of States. Here the perspective is not
a State, but this system as a whole”. (Ibid.).

The IR field was split in the 1950s, according Kubalkova (2001), into
two sub-areas, namely: Foreign Policy Analysis (FPA) and the study of
International Politics (IP). The question that promoted such divorce was the
treatment given to the State, previously conceived as a “black box” whose
contents would be of interest only to political science. The foreign policy
analysts started to dedicate themselves to the opening of this “box” in order to
understand the international behavior of States, which were taken as units of
analysis. For its part, IP focused on the interaction among States in the
formation of a system, in order to decipher their attributes. As it is clear from
the two definitions given above, the first sub-area (FPA) favors the parts for a
possible understanding of the whole, while the second (IP) departs from the
whole to reach, sometimes, the parts. “Since the FPA ‘has moved into the box’,
scholars from each side saw little need of each other and the two subfields began
to grow separately” (KUBALKOVA, 2001: 15).

Even today such a dichotomous view of the area seems to prevail. As
suggested by several authors, the “comparative studies of foreign policy (FP)”,
the “middle range theories” and “FP domestic sources” were for a long period
the main approaches of the sub-area of Foreign Policy Analysis. For our
interest in this work, the evolution of the subfield, which interspersed moments
of optimism and euphoria with periods of low status, is less interesting than a
characterization of FPA. This sub-area is characterized today by seeking to link

the domestic and international arenas and the attempt to mobilize both levels
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of individual analysis, the State and the international system, trying to
integrate them into a coherent whole (GERNER, 1995). So Roseneau defined it
as a “bridging discipline”, with “limitless boundaries” (GERNER, 1995). As it
becomes evident, parsimony is not part of the vocabulary of the supporters of
the FPA, which often contributed to the inferiority of the subfield within the
academic context.

According to Hudson (2005), the FPA is characterized by its emphasis
on “actor-specific focus”, since the sub-area is backed on the argument that
“everything that happens between nations and across them is grounded in
human decision makers, acting individually or in groups” (p.1). Also according
to Hudson, in another study (2007), FPA's approach would have six major
hallmarks, which are: (1) it views the explanation of the decision making
process as multifactorial, with the aim to examine variables over a level of
analysis, being, therefore, (2) multilevel. (3) The multi- or interdisciplinarity,
since insights and theories from various fields such as psychology, sociology,
organizational theory, anthropology and economics, among others, are useful in
the task of the FP analyst to explain the decision process. The FPA would then
be, among all IR subfields, the more radically (4) “integrative” theoretical
enterprise in that it seeks to integrate a variety of information across levels of
analysis and spanning numerous disciplines of human knowledge (2007: 6). (5)
Emphasis on “agent-oriented” theories. The States would not be agents, for
they are “abstractions and therefore have no agency”. (6) The theory of the
FPA would also be “profoundly actor-specific”’ in its orientation, for the reasons
given above.

The Post-Cold War FPA would have, still according to Hudson (2007),
preserved their specific theoretical commitments that characterize the sub-area

since its inception, the main ones being:

. “a commitment to look below the nation-state level of
analysis to actor-specific information.

. a commitment to build middle-range theory as the interface
between actor-general theory and the complexity of the real world.

. a commitment to pursue multicausal explanations spanning
multiple levels of analysis.

. a commitment to utilize theory and findings from across the
spectrum of social science.
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) a commitment to viewing the process of foreign policy
decisionmaking as important as the output thereof” . (Hudson, 2007:
31)

Having done this very brief characterization of the sub-area of Foreign
Policy Analysis, let us turn now to our appreciation of teaching and research on
foreign policy in IR field in Brazil, following the structure presented above.
Before, however, we anticipate, as we shall see in more detail at the end of the
next section, that only part of the Brazilian academic production on foreign
policy seems to fit this definition of the sub-area, its purposes, objects and
methods.

1 - Brazil's foreign policy seen through the large syntheses of the International
Relations field in the country

Remember, initially, that there are numerous works devoted to the study of
evolution and characterization of IR field in Brazil?, which may reflect a need
for (self) claim the area as a specific field of knowledge or, for many of the
Brazilian internationalists, preferably an independent field. According to a
more “benevolent” perspective, and certainly more accurate, it is possible to
think the existence of this multiplicity of studies, perhaps unparalleled in
Brazilian Social Sciences, as an expression of the very process of constitution of
the field in the country, involving necessary activities like self-observation, self-
reflection and self-description (CROSS;MENDONCA, 2010). The present work
is, too, part of this still ongoing process.

The IR area has, as it is known, a quite new constitution in the country,
as evidenced by the expansion of undergraduate and graduate courses, which
started in the mid-1990s and concentrated in the 2000s, and the creation of
ABRI (Brazilian Association of International Relations) only in 2005, which
held its first meeting in 2007.

The constitution of the area is, thus, late in Brazil, where the IR

appeared in the academic, in close relationship with Political Science, as

4 See, among others: ALMEIDA (1993 and 1999a and b); CRUZ & MENDONCA (2010); FONSECA JR
(1989); HERZ (2002); HIRST (1992); LESSA (2005 and 2006); MIYAMOTO (1999 and 2003); SANTOS

& FONSECA (2009); SANTOS (2005); and SARAIVA & CERVO (2005).
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occurred in the U.S., as highlighted by several authors, although the roots of
the field are “planted in diplomatic history, the Public International Law and
the corresponding branch of Economy.” The IR gradually acquired its own
identity and “its practitioners do not always recognize themselves as political
scientists” (CROSS; MENDONCA, 2010: 298).

It is not intended, in this section, to offer one more narrative, albeit
synthetic, of the evolution of the field in Brazil. The goal, much simpler, is
trying to determine how these great syntheses of the area in the country
portray the meaning, relevance and development, in the field itself, of the study
of foreign policy.

In its following sections, this work will be show the minority space
occupied in recent years, in the academic realm of the IR of the country, by
studies on foreign policy. However, a very different picture emerges from
reading those works that sought to make an assessment of constitution of the
field in Brazil, according to which, in past times, there was a predominance of
studies on Brazilian foreign policy. Let us have a look at these works, following

a chronological order:

“What marks, then, more generally, the ‘Brazilian way’ of
thinking about international relations is the search of a
specific understanding of the progress of foreign policy.”
(FONSECA JR., 1989:276)

“(...) the interest generated by new routes introduced in
Brazilian foreign policy from the mid-70s in the academic
world (...) was the main impetus for the development of IR
area in the 70s. Nevertheless, the fact that this area focuses
attention on the issue of State action itself leads to create a
strong association between the development of the IR
discipline and the study of Brazilian foreign policy.”
(HIRST, 1992: 66)

"From an examination of national production on the topics
covered by the area of international relations (...) it is
possible to reveal the dual character of the literature
produced until the end of the 80s: the historical recovery
and the prescription regarding the country’s foreign policy.
The main theoretical and epistemological debates that
marked the development of the area studies in Furope, the
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United States and other centers hadn’t reached the

Brazilian researchers until recently. This picture begins to
change in the 90s.” (HERZ, 2002:8).

“Still in the 90s, most of the academic production deals
with international insertion of Brazil, the formulation of 1ts
foreign policy and the relevant bilateral ties, particularly
with the United States and Argentina. The thematic
distribution of master's and doctoral theses in the 80s and
90s clearly demonstrates this fact (...) as well as publishing
articles in journals. If we look at books publication, this
reality is even more evident, since most of the national
production refers to historical works on Brazilian foreign
policy and international integration of the country”

(HERZ, 2002:.23).

In this sense, Paulo Roberto de Almeida highlighted, in the late 1990s,

though recognizing the interdisciplinary character of the area also in Brazil,

that, in the field of IR in the country, it would be possible to see “a certain

benign dictatorship of the history of international relations over other social

science disciplines (sociology or political science), and over the applied social

sciences (law, business administration or economics)” (1999a: 119, emphasis in

original). In another study from the same time, the author says:

“(...) more reflective elaborations about the international
relations of Brazil derived mainly from Brazilianist
academic papers, without relevant theoretical contributions
by the Brazilian academy itself, despite the existence of
some great thinkers in the areas of political science and law
and ‘Renouvinian’ influenced researchers in the area of
history (especially at the University of Brasilia). From the
specific point of view of intellectual production in this area,
we can say that it evolved from the purely historiographic
school of the traditional era to the historical and
sociological essayism of the transitional period and even to
the more political markedly tone analysis of the recent
phase.”(ALMEIDA, 1999b:194)

In a study of the mid-1990s, Amado Luiz Cervo, affirming that the
study of IR in the country was a “thought without theory” and based on the

international debate, was careful to distinguish the analytical work of historians
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from that of the political scientists by placing “spicing up” a debate that, in

Brazil, remains strong until today. Another long quotation is in order here:

"The way historians do theory of International relations is
quite distinct from the procedure of political scientists. The
difference is the starting point: for the former, certain
principles accepted as postulates which govern the
deduction of knowledge: for the latter, the mass of
accumulated knowledge by empirical research allowed the
foundation of a reasoning process that is rather inductive.
The theory of historians proved to be flexible and open to
contributions from other social sciences and eventually
freed the history from the nationalisms that pervaded the
old diplomatic history. The theory of historians has another
point of distinction with regard to that of their fellow
scientists: it does not run after that secret, the key to the
explanation of International relations”. (CERVO, 1994: 13,
emphasis in original).

We are not interested in reviving certain disputes, nor review them. The
subsequent development of the historiography of Brazilian IR was synthesized
by Lessa (2005), who ends his appraisal questioning the relevance of the
judgment of Cervo (a “thought without theory”) for the characterization of
more recent periods. Santos (2005), in turn, in an article of the same year,
argues, in the opposite direction, the subfield of the history of IR in Brazil, in
the two previous decades, had little repercussion of the theoretical and
methodological debates. When referring to the great synthesis made in Historia
da Politica Exterior do Brasilby Cervo & Bueno, originally released in 1992 and
reissued several times, perhaps still the most widely used textbook in
undergraduate courses in the country, Santos states that (and also here there is

no escape from a long quotation):

“(...) The authors, while making use of a methodology that
favors multiple causes and the different analytical levels to
understand the international insertion of Brazil and
Brazilian foreign policy, identify State and nation and
confuse the diplomatic discourse of Itamaraty with Brazil’s
own foreign policy. Thus, the history of international
relations of authors is not, in fact, situated in a framework
of general history, as Renouvin would say, economic and
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social history, history of ideas and institutions; on the other
hand, the State is identified as a unitary nation, neither
multi-faceted nor problematized. In several parts of the
work the authors make reference to the Brazilian State
conforming to the interests of the ‘nation’ (SANTOS,
2005: 26).

Listing, in the early 1990s, the issues and problems that were previously
overlooked or neglected by scholars of foreign policy of Brazil, Hirst (1992)

mentioned, among others:

“With regard to the domestic universe, there are various
dimensions to be deciphered and subsequently incorporated
Into the study of Brazilian foreign policy. The analysis of
decision making based on its societal base (pressure groups,
values of the ruling elite, historical traditions, etc.), the
institutional origins of foreign policy, the construction of its
speech, are little explored perspectives in this direction. An
important explanation for this lack is the addiction to
globalizing perspectives that rarely focus on the analysis of
specific aspects such as those just mentioned. They work
with the notion of the State as a unified actor, which exerts
a very simplistic effect, both to grasp the bureaucratic
relationships and to realize the perception of dynamics that
are established between the State bureaucracy and the
living interests of society.”(HIRST, 1992: 68-69).

It is clear that, if this situation started to change from the 1990s
onward, as noted by Herz (2002: 23), the 2000s witnessed a multiplication and
diversification of the work of the sub-area, byproduct and at the same time
feedback cause of the boom not only the IR area has lived in the country, but
also the studies on foreign policy, as discussed in the subsequent sections of this
work.

In our analysis of teaching and research on foreign policy developed in
the last two decades, which follows, we have a double purpose: quantification
and classification. The methods employed are presented below. It should,
however, be said that the debate among historians and political scientists,
which is obviously not regulated by the past x present dichotomy, will be faced

in a very peculiar way. The works of the sub-area are classified into two
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categories (Foreign Policy — FP and Foreign Policy Analysis — FPA), which, in
turn, are subdivided as follows: (a) Brazilian foreign policy (BFP); (b) foreign
policy of other countries (FPOC); (c) analysis of Brazilian foreign policy
(ABFP); and (d) analysis of foreign policy of other countries (AFPOC).

If the FPA category was presented in greater detail in the introduction
of this article, we will classify as I'P studies those who embrace “globalizing
perspectives”, according to Hirst (1992), dedicated to the study of the major
guidelines of the country’s international insertion, on its more general aspects,
with little concern for the domestic determinants of foreign policy and its
decision-making process and that, and this point is central, face the State as a
unitary actor. Note as well that this classification seems to innovate, for
example, by giving a clearer sense of a category used by Herz (2002) in her
survey and thematic classification of dissertations and theses in IR and papers
in the area presented at ANPOCS during the 1980s and 1990s. This is because
one of the categories adopted by the author is the “Brazilian Foreign Policy and
International Relations of Brazil”, which was, incidentally, the majority among
the other themes distinguished by the author, both in case of completion of
work and in studies shown at ANPOCS. It should be noted, however, that our
FP category should not be understood as synonymous of “IR of Brazil”, this
last category that, in our judgment, would cover issues, problems and other
actors beyond those involved in foreign policy, as defined in the introduction to
this study.

It should be clear here that it is not intended, with this distinction
between FP and FPA, to endorse any type dichotomy of traditional/modern or
descriptive/analytical, although the present author considers it desirable to
strengthen the Foreign Policy Analysis in the country, implying highlighting
those “globalizing” trends aforementioned, which really seems to be already
occurring, as discussed later. And also because it is recognized that, alongside
the growing consolidation of Brazil’s international relations and the increasing
politicization of its foreign policy, it seems reasonable to expect that the
analytical tools typical of the FPA, as it focuses on the domestic determinants
of foreign policy, become increasingly important for understanding the
country’s international insertion. Note, however, that it is not unusual that the
works that are more closely aligned with FPA, for focusing, sometimes

excessively, on the domestic domain in its quest for understanding the
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positioning of States at the international level, underestimate the systemic
constraints that limit the autonomy of national decision makers, as indicated,
for example, by Light (1994).

We also note that we recognize as problematic the inability of our
classification of bringing to the fore, explicitly, the fundamental question of
theory and method. However, we hope that what is lost in this sense is
somehow compensated by the possibility, which such simplified option offer to
us, of enlarging the scope of empirical research. Besides, of course, the
possibility that it gives us to see to what extent the new generation of scholars
of foreign policy is whether or not concentrated exclusively in the Brazilian
experience, which is also a way to measure the maturity of not only the sub-

area, but also IR in Brazil themselves.

2 - The foreign policy in the teaching of International Relations in Brazil

This section of the paper is divided into two parts. At first, we analyze the space
of foreign policy in the teaching of undergraduate and sricto sensu graduate
programs in International Relations in Brazil. In the second part, we make a
mapping and classification of research on foreign policy in the theses and
dissertations of IR graduate programs in the country and also in the works
available at Capes Database of Thesis and Dissertations®, covering all areas of

knowledge.

2.1-Foreign policy in undergraduate and graduate studies in International
Relations
The place now occupied by foreign policy in the field of Brazilian International
Relations can be glimpsed, initially, through the way the sub-area has been
addressed in the teaching of IR in the country, in the areas of undergraduate
and graduate.

Usually one takes the expansion of IR graduate programs in the

country, a phenomenon that has accelerated in the 2000s, as an indicator of the

5> Capes (Coordination for the Improvement of Higher Education) is an agency of the Brazilian federal
government, under the Ministry of Education, responsible for promoting, regulating and evaluating
graduation programs in Brazil.
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consolidation of the field in Brazil. In 2011 there were in the country 102 IR
undergraduate courses registered on the Ministry of Education, the vast
majority of which at private educational institutions (only 11 of these courses
were offered by public universities). Out of these 102 degrees, we had access to
the curriculum of 87 courses, in which are offered in 172 disciplines devoted to
foreign policy, including mandatory, the overwhelming majority, and optional
(only 10 of them are optional, but we had no information on this issue on 15 of
these subjects). Among these 172 subjects are included those with a more
historical approach, as well as those who favor diplomacy. It should be noted
that only one of these courses does not offer any discipline focused on foreign
policy.

To get an idea of the diversity of approaches and views, it is enough to
say that these 172 subjects engaged in foreign policy are offered under 50
different denominations, being “Brazilian Foreign Policy” (BFP) the most
common (38 subjects have such denomination). Other names frequently are, in
descending order: “BFP 1” (14 subjects); “BFP 11" (14); “History of BFP” (13)
and “History of IR in Brazil” (9). Thirty-three (33) subjects have unique names
that are not repeated in other IR courses, such as: “Issues of BFP”; “Economic
Diplomacy in IR”; “BFP's Military Regime” and “Diplomatic Contemporary
Issues.”

It is important to us here, however, to point out that seems correct to
state that the sub-area of Foreign Policy Analysis still suffers, in Brazil, from an
unsatisfactory a degree of institutionalization, at least when it comes to
teaching. This is because, at undergraduate level, it is relatively rare to offer
specific courses, distinct from the traditional discipline “Brazilian Foreign
Policy” or “History of Brazilian Foreign Policy”, both of which typically have
more of a historical approach, dividing the subject according to presidential
mandates and with an emphasis on diplomacy, owing as well to the traditional
isolation of the country's foreign policy and Itamaraty. These are subjects in

which the view of the State as a unitary actor is predominant.

® Sources: website of the Ministry of Education (MEC), www.e-mec.gov.br, accessed on May 18, 2011,
websites of the institutions and mail exchange with the coordination of the courses.
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Out of these 172 disciplines devoted to foreign policy at the
undergraduate level, only 15 (or 24 if we include the 9 “Introduction to Foreign
Policy” disciplines) seem more clearly connected to the sub-area of Foreign
Policy Analysis, admittedly interdisciplinary, whose main goal is, as seen, to
appraise the way the international position of States is produced from complex
interactions between actors and institutions in domestic, state and non-state
alike, taking into account their perception of the constraints and opportunities
arising from the system internationally.

With regard to the graduate level, the outlook does not seem to be very
different, even if, also in this context, the space devoted to foreign policy is
significant. Out of the eleven IR graduate programs recognized by Capes” (as of
mid 2011), only 3 were offered by private institutions, with only 3 that offer
Doctoral Degree. Seven of the eleven programs had research fields devoted to
foreign policy. In these eleven programs were offered a total of 26 subjects in
the area of foreign policy, being only 6 of them mandatory (only one of eleven
programs does not offer any discipline in the area). Among these 26 subjects,
however, only three were called “Foreign Policy Analysis”. When the syllabi of
these 26 disciplines devoted to foreign policy are analyzed, what one finds is
that, beyond 3 courses entitled Foreign Policy Analysis (all 3 electives), only 3
had other content that could be thought of as equivalent®. Put in another way,
only 6 of these 26 subjects (23%) emphasized the actors, the concerns and
methods favored by the sub-area of Foreign Policy Analysis.

Moreover, as highlichted by Lessa (2005: 176), the latest IR Graduate

Programs have “more multidisciplinary features” , which may perhaps be

" We chose not to include in the discussion that follows the master's course in “Strategic Studies of
Defense and Security,” offered by the Fluminense Federal University (UFF), and the major, master’s
and doctorate in “International Strategic Studies,” offered by the Federal University of Rio Grande do
Sul (UFRGS). The following are the 11 programs of graduate studies analyzed: CEBELA - Centro
Brasileiro de Estudos Latino-Americanos (Rio de Janeiro, Master’s, IR for South America); Rio Branco
Institute (Brasilia, Professional Master in Diplomacy); PUC Rio (Master’s and Doctoral Degree in RI);
PUC Minas (Master’s in IR); State University of Paraiba (Master’s in IR); State University of Rio de
Janeiro (MD in RI); Federal University of Rio Grande do Sul (Master’s in IR); University of Brasilia
(Master’s and Doctoral Degree in IR); State University of Sdo Paulo (Marilia, Master’s in IR);
University of Sdo Paulo (Master’s and Doctoral Degree in IR) and Federal University of Santa Catarina
(Master’s in IR) .

8 Sources: website of Capes (<http://capes.gov.br/>), accessed on May 19, 2011, and websites of graduate
programs on the Internet.
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thought of as potentially able to induce the development of investigations
seeking to open the “black box” of the State, as intended by the FPA, which, as
we have seen, demand, require and come from interdisciplinarity.

What seems clear is that, even today, the sub-area of foreign policy
analysis tends to be slightly underprivileged even in the curriculum of graduate

courses in International Relations in Brazil.

2.2-Foreign policy in theses and dissertations
A review of dissertations and theses produced in International Relations
Graduate Programs (IRGP) of the country shows itself as revealing. We will
discuss below the result of a research on this type of production in the eleven
Graduate P in IR we listed earlier. We consulted the websites of the programs
and the Capes Database of Thesis. Note, however, that we count the papers
that are available and not necessarily those actually defended within these 11
IRGP. Table 1 below presents a mapping and classification of theses and
dissertations on foreign policy advocated in these programs (and available)
between 1990 and 2010. It should be noted also that, for the reasons explained
in the note to table, only the papers of 7 out of these 11 programs were counted.
The type of analytical treatment given to foreign policy in the theses
and dissertations, ascertained through the title and abstract, method that we
recognize as problematic, was classified according to our four categories: (a)
Brazilian foreign policy (BFP); (b) foreign policy of other countries (FPOC); (c)
analysis of Brazilian foreign policy (ABFP); and (d) analysis of foreign policy of
other countries (AFPOC). The meaning and relevance of this distinction were

discussed earlier.
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First, to emphasize that, out of 809 theses and dissertations available,
only 167 (or 20.64%) were devoted to foreign policy. As we were unable to
measure any differences between final papers that were effectively defended
from those that were simply available, we will not make comparisons between
programs. As shown in Table 1, the papers that we consider within the sub-area
of Foreign Policy Analysis (FPA) prevailed, which represent 96 (or 57.48%) of
167 theses and dissertations available on foreign policy. It is not surprising, of
course, the fact that most of these 167 final papers on foreign policy were
dedicated to the foreign policy of Brazil (BFP + ABFP) (comparative studies
included here. See the fifth section of this article for an assessment of
comparative foreign policy in the Brazilian academy). However, the fact that
53 (35 + 18) of them (31.74%) have as their object the foreign policy of other
countries indicates that IR field in Brazil has formed internationalists who can
hardly be regarded as self-centered®.

As the graduate programs in International Relations do not monopolize
the studies on foreign policy, which should be thought of as positive, as we
believe, we decided to check what Capes Database of Thesis could tell us. Table
2 below shows the results of research in this Database, which covers the period
1987-2009 and covers all areas of knowledge. From the search for the keywords
“foreign policy” and “external policy” were reached, after the elimination of
redundancies, the results of 588 theses and dissertations!’. Remember that
“167” is the number on the research did with IR Graduate Programs. It can be
seen, therefore, that the vast majority of theses and dissertations on foreign
policy were presented in programs other than the IR, which, in most cases, are

quite recent. These final papers were not classified according to their approach

9 Note, however, the warning made by Amorim Neto, who, however, does not seem fully appropriate for
the type of study that we are mapping: “(...) which leads one analyst to the subfield of comparative
politics [that author considers also incorporating analysis of only one other foreign country, like the way
comparative politics in the U.S. is defined] is to see how generalizable are the relationships that are
established from the observation of the politics of his country. In this sense, comparative politics is not
overcoming the parochialism, but a validation method of what is observed in the parish. Parochialism
and multinational comparisons have, therefore, a relationship of mutual dependence, as one does not
exist without the other” (p.330).

10Tt should be noted that the fact that these terms have been selected by the author of the work as one of
the keywords does not necessarily mean that the main focus of the study is foreign policy, which weakens
the comparison we make afterwards, since the same note of caution does not apply to the selection of the
work we did for final papers of IR Graduate Programs.
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as we did in relation to theses and dissertations of IRGP. However, the
subdivision of the accounted period (1987-2009) reveals that interest in foreign
policy has been increasing, in a context, as we know, of great expansion of
graduate programs in Brazil. It should be noted that the five year period from
2005-2009 concentrates more than 50% of the work on foreign policy defended

in 23 years under analysis. It is therefore a fairly recent phenomenon.

Table 2
Theses and Dissertations on Foreign Policy
(All areas — Capes Database — 1987 to 2009)

Theses Dissertations Professional Total
Master’s
Period
N° % N° % N° % N° %
1987 to 1989 1 1,11% 10 2,30% 0 0,00% 11 1,87%
1990 to 1994 7 7,78% 34 7,83% 0 0,00% | 41 6,97%
1995 to 1999 11 12,22% 49 11,29% 0 0,00% 60 10,20%
2000 to 2004 29 32,22% 113 26,04% | 26 40,63% | 168 28,57%
2005 to 2009 42 46,67% 228 52,53% 38 59,38% | 308 52,38%
Total 90 100% | 434 100% | 64 100% | 588 100%

Source: Own elaboration from Capes Database of Thesis, accessed on June 14, 2011.
<http://www.capes.gov.br/avaliacao/cadastro-de-discentes/teses-e-dissertacoes>.

3 - The research on foreign policy in the Brazilian academic forums

To evaluate the space given to the study of foreign policy, and also to
International Relations in Brazilian academic forums about Social Sciences, we
chose to analyze the scheduling of meetings of ABRI (Brazilian Association of
International Relations), the ABCP (Brazilian Association of Political Science)
and ANPOCS (National Association of Postgraduate Studies and Research in
Social Sciences). It will be analyzed the schedule of 3 meetings already held by
ABRI, which are biennial, all seven meetings of the ABCP happened until 2011,
which are also biennial, and annual meetings of the ANPOCS happened
between 1998 (22t Meeting) and 2011 (35t Meeting .) Note that the national
meetings of the ABCP occur in even years, while those of ABRI happen in odd
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years, which means that events do not “compete” directly with each other and
it allows scholars and students to more easily attend both. This rotation is of
the utmost importance when considering the need for cross-fertilization between
the areas, which is particularly important in the case of research on foreign
policy, at least for that sub-area affiliated to the Foreign Policy Analysis. We
will analyze only the contents of the working groups, seminars and thematic
areas and round tables, which are probably the most important events of such
academic forums. Information was obtained from the websites of associations
and printed programs of the meetings.

ABRI is the smallest and newest of the 3 associations. It was created in
2005 and held its first national meeting in 2007. In June 2011, ABRI had 484
members, divided as follows: full (183), professionals (82) and students (219)
(data provided to author by ABRI). Note, however, that these data relate to
the period immediately preceding the completion of its 3 meeting in July 2011.
The number of members, as occurs in general, tends to increase significantly
during the national meetings.

ABRI, naturally, gives the foreign policy since its inception, the same
status granted to other subfields of the discipline since, in the Association, the
field was divided, when its first meeting in 2007 in 6 thematic sections, namely:
International Political Economy, International Institutions, Regional
Integration, Foreign Policy, International Security, and Theory of IR. At the
meeting in 2011, a new thematic area added to the previous (History of IR) and
the International Institutions area became International Institutions and
Organizations.

Any more systematic assessment of the evolution of the Association
that focuses its national meetings is compromised by the fact that the second
event was held in 2009 as a joint meeting between ABRI and ISA
(International Studies Association). The achievement of this meeting together
is, on the one hand, essential for the consolidation of the field in Brazil, and, on
the other hand, it is also a complicating factor for a thematic and quantitative
assessment of the evolution of ABRI. This is because in the first meeting were
presented 190 papers in 47 panels. At the joint meeting of 2009, 1212 papers
were presented in 233 panels. As to 2011, 507 papers were presented in 127

panels. Anyway, it is understood that the area, in general, has shown an
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exponential growth, as reflected also by the expansion of graduate and
postgraduate courses.

Because the 2009 meeting was so unusual, we will make only a
comparison between the 1%t and 3* meetings. So what can be said is at the 2007
meeting, there were 8 round tables, but none of them focused on specific foreign
policy. At the meeting in 2011, 5 roundtables held, one focused on foreign
policy. It should be pointed out, too, that at the 2011 meeting, the Foreign
Policy Thematic Area was the one that had the largest number of papers among
the 507 presented — there were 107. The second area in terms of papers was
Institutions and International Organizations, 85. The smallest of them,
according to this criterion, was the International Political Economy, with 47
studies (data provided by the Association to the author).

ABCP, in turn, held its first biennial meeting in 1998. By 2011, 7
meetings were held, and, since its inception, the thematic areas covered
expanded from 4 to 10. The Association had, in June 2011, 799 members!!.
Table 3 below presents a snapshot of space given to International Relations and

foreign policy at all meetings of ABCP.

Table 3
International Relations and Foreign Policy in the meetings of ABCP
Number .
Thematic TAs/TSs Sessions/ Total Number Number
. K Panels on | Number RTson IR
Meetings Areas/ International . . . RTs on
. . Foreign Round (including
Thematic Relations . FP
. Policy Tables FP)
Seminars
1°-1998 4 TSs 1 (4 sessions) 0 8 0 0
2° - 2000 6 TSs 1 (4 sessions) 1 14 3 0
3°-2002 6 TAs 1 (7 panels) 2 10 2 1
4° - 2004 6 TSs 1 (7 panels) 2 14 4 0
5° - 2006 6 TSs 1 (6 sessions ) 2 19 7 0
6° - 2008 7 TAs 1 (6 sessions) 1 23 8 1
7°-2010 10 TAs 2 (6 sessions ) 1 26 6 1
Total 114 30 3
Source: Own elaboration based on printed programs of the biennial meetings and the Association
website.
1 The ABCP provides on its website, a list of members.

<http://www.cienciapolitica.org.br/abcp/socios_associados.html>. Accessed on June 27, 2011.
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Since the first meeting of ABCP, it had already established a Thematic
Area (TA) of International Relations, which, in all meetings, has aggregated the
research field. In the last meeting occurred in 2010, a new TA was created, one
that also houses work in the area entitled Teaching and Research in Political
Science and International Relations. Regarding the TA/TSs, thus, the space
given to IR was constant until 2010, when it expanded. This is actually
equivalent to a space dedicated to the major subfields of political science, for
example, “Elections and Political Representation” and “Government and
Public Policy.” The same can be said in regard to the number of round tables
dedicated to the IR (30 out of 114, or 26.3%), a significant number and also
seems proportional to the key sub-areas and certainly greater than the space
occupied by others. However, with respect to the space given to foreign policy,
taken as a sub-area of IR, the result seems more ambiguous. If in the case of
sessions/panels the space given to foreign policy seems proportionate to that
enjoyed by other sub-areas of the IR, except for the first meeting, when there
was a session dedicated to foreign policy, the number of round tables of the sub-
area FP is really low. Only 3 roundtables on foreign policy were conducted in
seven meetings (3 out of 30 tables of IR, or 10%).

Consider now the space given to IR and foreign policy at meetings of
the ANPOCS (National Association of Postgraduate Studies and Research in
Social Sciences). ANPOCS was established in 1977 and, according to its website,
“acts in the representation and aggregation of research centers and
postgraduate programs that operate in the field of social sciences in Brazil.
ANPOCS has a membership of centers and programs that have postgraduate in
anthropology, political science and sociology in their field”!2. It was within
ANPOCS that was created at the beginning of the 1980s, the pioneering group
of International Relations and Foreign Policy (GRIPE), which “allowed the
articulation of a network of experts originally dispersed throughout the
country” (Hirst, 1992, p.71). This group acted under that Association until 1994
(MIYAMOTO, 1999).

12 Source: http://www.anpocs.org.br/portal/content/view/1/41/, accessed on June 21, 2011.
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Table 4
International Relations and Foreign Policy at ANPOCS Meetings(1998-2011)
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ANPOCS had, in June 2011, 99 research centers and postgraduate
programs as members, 19 states of federation plus the Federal District. Table 4
below presents a snapshot of space given to IR and foreign policy in the 14
annual meetings that occurred between 1998 and 2011'3. Being a much larger
meeting than those made by ABRI and ABCP, because it is an association of a
more clearly multidisciplinary vocation, several other types of activities take
place, not only the Working Groups/Thematic Seminars and Round Tables,
which are certainly among the main activities.

Initially, we note that, if the number of WGs/TSs has nearly doubled
over this period, from 21 in 1998 to 38 in 2011, reflecting the expansion of
postgraduate studies in Social Sciences in the country, the number of WGs/TSs
dedicated to International Relations remained relatively constant over the
period, which occurred in the boom of the IR in Brazil. As the area expanded so
strongly in the period, one might think that the field has lost ground in
ANPOCS or chose not to claim an extension of the place dedicated to IR. When
one recalls that ABRI was established in 2005 and held its meetings in 2007,
2009 and 2011, it seems possible that we suggest that the constitution of the
association of internationalists, certainly relevant and timely, if not responsible
for the decline of “traditional” IR in the space of ANPOCS, did not contribute
either to its expansion. From the standpoint of those interested in strengthening
the Foreign Policy Analysis in Brazil, like this author, this development does
not cease to be problematic in that the sub-area of the FPA, being openly
multidisciplinary, requires the kind of cross-fertilization events provided by
academic interdisciplinary as ANPOCS.

Continuing the analysis of Table 4, we should note that the space given
to foreign policy remained scarce, despite the growing visibility and importance
that this policy has taken in recent years, in Brazilian political agenda. In the
14 years analyzed there were only 7 I'P sessions out of the total 75 sessions that
happened in the 25 WGs/TSs of International Relations. Analyzing the Round
Tables that took place in meetings about which information is available, we can

highlight the following: out of the total of 197 RTs performed between 2003 and

13 The website of ANPOCS on Internet provides only the programs of the meetings that occurred
between 1998 and 2011.
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2010, 22 were dedicated to IR (11.17%). However, in that same period there
was only one conducted Round Table focused on foreign policy, which definitely
does not reflect the increased visibility of the Brazilian foreign policy during
Lula’s administration, both at the political and societal plan and the academic

one.

4 - The foreign policy in the Brazilian academic journals in the field of
International Relations

In this section, we evaluate the frequency and type of treatment given to
foreign policy in articles published between the years 1990 and 2010, for those
who consider the main journals of Brazilian International Relations, which are,
in alphabetical order: Cena Internacional, Contexto Internacional, Politica
Externa and Revista Brasileira de Politica Internacional'*. It should be stressed
that important works devoted to the study of Brazilian and other countries’
foreign policy have also been published by other journals of Social Sciences and
Humanities of Brazil, which, however, were not covered by the mapping we
present below.

The journal Cena Internacional has been published by the Department
of International Relations at the University of Brasilia (REL-UnB) and by the
Alexandre de Gusmio Foundation (FUNAG) since 1998. The biannual
magazine is evaluated on CAPES Qualis', in the area of Political Science and
International Relations in 2011, as B2. The journal Contexto Internacional has
been published by the Institute of International Relations at the Catholic
University of Rio de Janeiro (IRI-PUC/RJ) since 1985. The journal is also
biannual, classified as A2 in Qualis. The journal Politica Externa is published
by Paz e Terra Publisher, with the support of the International Conjuncture
Group of the University of Sao Paulo (USP) and the Institute of Economic and

14 Lessa (2005) considered “unreasonably restrict” the number of specialized journals, “especially in
scientific journals that support and promote debate in the area.” Note also that the author doesn’t
consider the journal Politica Externa as “scientific”, but dedicated to “serving articles written by
diplomats and businessmen in the form of high disclosure” (2005, p.177). Cross & Mendonga, in turn,
believe that the periodical is “one of the most important vehicles in the area,” which is distinguished
from other “by the extent of their movement and the diverse audience that reaches” (2010, p.309).

15 Qualis is the instrument developed by Capes, which evaluates and makes rankings of scientific
journals.
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International Studies (IEEI) of the State University of Sao Paulo (UNESP).
The publication has been published quarterly since 1992 and has the concept B2
in Qualis. The Revista Brasileira de Politica Internacional (RBPI) has been
published by the Brazilian Institute of International Relations (IBRI) since
1957. The journal is biannual its release, being rated as A2 in the CAPES
Qualis.

The articles devoted to foreign policy published by these four academic
journals have been mapped and classified according to their titles and/or
reading their summaries, which is a method that we take as problematic,
though it becomes legitimate when it is recognized that in this period (1990-
2010) these journals published a total of 1347 articles. Book reviews, interviews,
notes, documents, “expedient” and “passages” (biographical comments about
personalities from academia and recently deceased politician, published in the
journal Politica Externa) were excluded from the analysis. There were 224
selected articles devoted to the study of foreign policy (or 16.63% out of the
1347 total articles published!®), and these were classified according to the same
four categories presented earlier, namely: (a) Brazilian foreign policy (BFP); (b)
foreign policy of other countries (FPOC); (c) analysis of Brazilian foreign policy
(ABFP); and (d) analysis of foreign policy of other countries (AFPOC).

The table 5 below presents the overview found.

16 Journal Politica Externa published, alone, nearly half of these 1347 articles (639 ou 47.44%). RBPI is
the second, with 23.46% of them.
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Table 5 - Foreign Policy in Major Brazilian Journals in the Area of

International Relations (1990-2010)
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The fact that the articles devoted to foreign policy totaling only 224

(16.63%) of 1347 articles published by 4 journals between 1990 and 2010 is

another indicator of the minority character of today's foreign policy in the IR

field in Brazil. The analysis that follows is concentrated on these 224 articles.
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Most of them (125) were classified under “foreign policy” (FP) category.
Articles in related with FPA sub-area are fewer (99). Those dedicated to Brazil
(BFP + ABFP) totaled 131, while those focused on foreign policy of other
countries (FPOC + AFPOC) totaled 93. Intuitively, we could imagine a greater
difference. The fact of this difference not being so large suggests that the
Brazilian internationalist community is not so self-centered (there are articles
written by foreigners, of course, but their number is reduced!?). Regarding the
distribution of these 224 articles devoted to foreign policy under the 4 categories
proposed here, the result is the following, in descending order: BFP (76 or
33.93%); ABFP (55 or 24.55%); FPOC (49 or 21.88%) and AFPOC (44 or
19.64%).

In total numbers, the journal Politica Externa is the one that published
the highest number of articles on foreign policy (FP + FPA) (98) and Cena
Internacional the lowest (24). However, given the differences in frequency of
the journals, the date of its publication and the number of articles published in
each volume, the question is interesting to observe also taking into account the
percentages of the total number of articles from all IR sub-areas, published by
each journal. After doing the math, it is RBPI the one which published the
highest percentage of articles on foreign policy (FP + FPA) (21.84%). The
others published, in descending order: Cena (16%), PE (15.34%) and Contexto
(13.64%).

The journal, in the period in question, that published the most about
ABFP in absolute numbers was Politica Externa (18), followed by RBPI (17).
However, as a percentage of the total overall of published articles by each of the
journals, the one that published the most about ABFP was Context (6.2%),
followed by RBPI (5.38%).

Regarding the FPA (ABFP + AFPOC), the one that published the
most, in absolute numbers, was Politica Externa (46), followed by RBPI and

Contexto (tied with 23). As a percentage of total articles of each journal,

17 It should be noted, however, that in survey of comparative politics in Brazil, Santos & Coutinho (2002)
analyzing 5 national journals of Social Sciences, among them only one of IR ( Contexto Internacional),
noted that “roughly 20 % of publications on the analyzed journals are of foreign authors” (p.11). We did
not do similar calculation in our work.
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however, the one that published the most on FPA was Contexto (9.5%),
followed by RBPI (7.28%).

RBPI is the journal that published the most BFP both in absolute
numbers (35) and as a percentage of everything published in the period
(11.08%). When it comes to FP (BFP + FPOC), the most published in the
period, in absolute numbers, was on Politica Externa (52), followed by RBPI
(46); whereas, as a percentage of all articles published in the journal , the one
that published the most of FP was RBPI (14.56%), followed by Cena (11,33%).

So far, the situation was discussed for the period 1990-2010. So that we
could get an idea of process, or evolution over time, the past decade has been
divided into two periods of 5 years, which are: 2001-2005 (pl) and 2006-2010
(p2). When one considers the total number of articles on foreign policy (FP +
FPA) published by the 4 journals that we are analyzing, there seemed to be an
increase from 64 to 83 papers from pl to p2 (+ 19 articles). The largest growth
was FP (BFP + FPOC), from 32 to 44 articles (+ 12). The field of FPA (ABFP
+ AFPOC) increased in 7 studies (32 in pl and 39 in p2). In 2006-2010 (p2), all
four categories were improved, when compared with pl (2001-2005): BFP from
21 to 25 articles (+ 4); FPOC from 11 to 19 (+ 8); ABFP from 15 to 20 (+ 5) and
AFPOC from 17 to 19 (+2 articles).

To end the section, it is appropriate to repeat the findings that I
consider most relevant. First, the fact that the space devoted to foreign policy
in the 4 major IR journals in the country is almost peripheral (only 224 articles,
out of 1347 published between 1990 and 2010, or 16.63% of them). It is also
significant that the articles that belong to the sub-area of Foreign Policy
Analysis are fewer (FPA = 99 < FP = 125). When contrasting the periods 2001-
2005 and 2006-2010, yet all our 4 categories have been expanded (BFP; FPOC;
ABFP and AFPOC) the FPA sub-area grew less (FPA + 7 e P +12). Also these
indicators point to a weaker development of the sub-area of Foreign Policy
Analysis.

Another interesting finding is the fact that, in the period 1990-2010, the
number of articles devoted to Brazil’s foreign policy (BFP + ABFP) wasn’t
much larger than those devoted to FP in other countries (131 x 93), which, as
we suggest, may denote little self-centered or parochial character of Brazilian

internationalists.
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A comparison of 4 journals between themselves reveals the following of
most important: if the journal Foreign Policy published between 1990 and 2010,
the largest number of articles on foreign policy (FP + FPA) (98), was RBPI,
which among the 4, published the highest percentage of works in the area
(21.84% of all articles that it published in the period). Both cases of FPA and
ABFP, the journal that published more in the period, in absolute numbers, was
Politica Externa, which is quarterly, not biannual, as the other. However, in
both cases, who published more FPA nad ABFP as a percentage of everything
that was published was Contexto Internacional. Regarding the BFP, the
journal that published more in absolute and relative terms was RBPI. As for
FP (BFP + FPOC), who published more in absolute terms was the journal
Politica Externa, but as percentage this place was to RBPL

5 - The compared foreign policy on the Brazilian International Relations
Depending on the relevance that the comparative study of foreign policy had,
historically, on the conformation of the sub-area of Foreign Policy Analysis in
the United States, originally formed as one of its pillars, we decided to also
enjoy the use of comparisons on the works about foreign policy produced
outside Brazil. Will be analyzed, then the theses and dissertations of IRGP and
Capes Database, discussed in subsection 2.2 of this study, and articles on foreign
policy published in 4 journals analyzed in Section 4, namely, Cena
Internacional, Contexto Internacional, Politica Externa and Revista Brasileira
de Politica Internacional (1990-2010).

By “comparative politics” we mean: (a) the study of similarities and
differences between the courses of action adopted by two or more countries; and
(b) the search for comparison within the same country, between governments or
different periods, as well as among the treatment given by a single country or
government to two or more foreign policy issues. This involves understanding
the comparative politics as a field and not as a method. We recall here an
important limitation of the survey presented below, made only by explicit
mention in the title, the purpose of comparison. This method, known to be
problematic, not capture, for example, those jobs, so common in the study of
Brazilian foreign policy, seeking to analyze the famous “continuities and
ruptures” promoted in this harvest, by different presidents. The method is
sensitive to either “implicit comparisons” (AMORIM NETO, 2010).
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Two previous studies have sought to map and characterize the
comparative politics in the Brazilian Political Science, namely, Santos &
Coutinho (2002) and Amorim Neto (2010). The first one also addressed, albeit
not systematic, the area of international relations, while the second chose not to
incorporate. This second study, following the American tradition, defines
comparative politics as “the politics of others”, or the policy of “other people”,
whether made or not effective or explicit comparisons. If we adopt this
definition, we would also incorporate the work which we classify as FPOC
(foreign policy of other countries) and AFPOC (analysis of foreign policy of
other countries), which won’t be done here.

As seen in subsection 2.2 of this work, 809 theses and dissertations
defended in International Relations postgraduate programs are available
online. Of these, 167 (or 20.64%) are devoted to the study of foreign policy.
Among these 167, only 11 (or 6.59% of the work on foreign policy) comparative
studies can be considered according to the criteria presented above. A minority
of them (5) compares the policies of two or more countries.

In the same subsection, we present the results of a survey, by keyword,
made with Capes Digital Database of Theses and Dissertations. We recorded
588 works on foreign policy. Out of these, only 29 (or 4.93%) were comparative
studies, and the minority of them (10) sought to compare two or more countries.

Regarding the articles published by 4 major journals in the IR area of
the country, we show in section 4 that during the period 1990-2010 were
published totally 1347 works, out of which 224 (16.63%) devoted to foreign
policy. Out of these 224, only 19 articles (8.48% of the studies on FP) are
comparative studies, being the minority (9) devoted to the comparison between
countries.

What can be verified is the marginal character of compared foreign
policy in Brazil, as opposed to what occurred as of the constitution of the sub-
area in the United States. Bear in mind, however, the limitations and
inaccuracies of the method used here. These figures would be much higher if we
had understood as comparative politics also monographic studies on other
countries, such as the definition prevailing in the U.S. Having adopted different
criteria from ours and incorporating in a less systematic way the IR area,

besides being a work of the early 2000s, Santos & Coutinho said:
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“The field of comparative politics is poorly structured in
the DBrazlian academy. Although there is a significant
number of papers, articles, theses and research projects that
adopt a comparative perspective, there is not, in most
major centers of research and postgraduate studies in
Political Science and International Relations of the
country, scientific coherently structured activities under
this approach and not an institutional concern in
developing the area. If we adopt the narrow conception of
comparative politics, which requires reference to two or
more countries, Brazilian scientific production reduces
drastically. In fact, rarely Brazil compares with other
countries. The comparisons are temporal. Brazil compares

with Brazil.” (2002: 5).

Amorim Neto, in turn, using different definitions and criteria, besides

deleting International Relations from his analysis, concluded:

“The intense dialogue with comparative theories is, indeed,
a characteristic of Brazilian Political Science (...). So, if,
regarding the explicit practice of comparative politics, the
Brazilian situation gives no reasons for great optimism,
with regard to the practice of implicit sub-discipline, the
picture is more encouraging. Thus, Brazil applies perfectly
well what Sartori said (...) in Italy: 'In Italy, multinationals
comparativists, so to speak, aren’t legion, but almost all of
our political scientists are implicitly comparativists in the
sense that its parameters are compared. ”’(2010: 334).

6- Final considerations

Several recent studies have shown how the consolidation of Brazil's
international relations has led to an increase in the redistributive impact,
domestically, about the country's foreign policy, leading to an increased
politicization of the policy, traditionally insulated and, sometimes, almost
monopolized not too distant in the past by the Ministry of External Relations.
The country's foreign policy mobilizes today, also because of the new
international status of Brazil, a wide range of actors — societal and state alike —

in a process that has been defined as an increasing pluralization (see, for

example, CASON; POWER, 2009 and FARIA, 2012). In this context, of

wz
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difficult reversion, which also reflects the profound changes that have passed
the international system, foreign policy becomes the object of partisan and
electoral dispute, priority for different interest groups and sub-national
governments and the target of increasing intervention by part of the legislature,
gaining increasing attention in the media.

If the study of foreign policy, as that of international relations
themselves, has traditionally been guided by the situation in Brazil and
elsewhere, it does not seem surprising the growing interest, in the Brazilian
academic field of IR, in foreign policy. The fact that this sub-area is today
minority in the IR of the country, unlike what occurred in previous decades, as
shown by this work, should be seen as further evidence of the expansion and
maturation of the field among ourselves.

If the studies of foreign policy, as sub-area of IR, have become minority
in the country, as evidenced here, we believe that we have also demonstrated a
significant change in this subfield, to the extent that, in several instances of
which we reviewed, the typical investigations of Foreign Policy Analysis came
to prevail. Such investigations, to refute the view of the state as unitary actor,
by emphasizing the domestic determinants of foreign policy, by focusing on
decision-making processes and institutional component of this policy, have
mobilized an analytical instrument that seems more appropriate to understand
Brazil’s current international insertion. The pluralization of actors, who are
involved and interested in foreign policy, has been followed by a similar
pluralization not only in the centers of education and research in the country,

but also in their objects, approaches and methods of analysis.
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ABSTRACT

The purpose of this article is to analyze teaching and research on foreign policy
in Brazil in the last two decades. The first section discusses how the main narratives
about the evolution of International Relations in Brazil, considered as an area of
knowledge, depict the place that has been designed, in the same area, to the study of
foreign policy. The second section is devoted to an assessment of the status of foreign
policy in IR teaching in the country, both at undergraduate and scricto sensu graduate
programs. There is also a mapping and characterization of theses and dissertations
which had foreign policy as object. The third section assesses the space given to studies
on foreign policy in three academic forums nationwide, namely: the meetings of ABRI
(Brazilian Association of International Relations), the ABCP (Brazilian Association of
Political Science) and ANPOCS (National Association of Graduate Programs and
Research in Social Sciences). In the fourth section there is a mapping and
characterization of the published articles on foreign policy between 1990 and 2010, in
the following IR Brazilian journals: Cena Internacional, Contexto Internacional,
Politica Externa and Revista Brasileira de Politica Internacional. At last, the fifth and
final section seeks to assess briefly the importance that comparative studies have in the
sub-area of foreign policy in the country. The final considerations make a general
assessment of the empirical research presented in the previous sections.
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Introduction

During the first decade of the 21t century, China consolidated its position as
the world's second largest economy in terms of its product, international trade
and property of financial assets abroadS. Not even the global financial crisis,
originated in the U.S. mortgage market in 2007 and whose consequences are felt
until today, was able to stop its upward trend’. The most influential projections

about the evolution of global economy suggest that China will, in a not too
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distant future, overcome the U.S., positioning itself as the largest economy in
the world?.

Experts in political science and international relations tend to evaluate
such dynamic in terms of its impacts on the power structure at global level
(BRESLIN, 2011; VISENTINI, 2011). There are those who fear that the
contemporary China reproduces historical situations in which rising powers —
such as Japan and Germany between the end of the 19 century and the first
decades of the 20" century — sought to change the status quo, which resulted in
destabilizing process and wars?. There are, obviously, those who imagine that
China will be a well-behaved actor of the liberal order created on the post-war!?.
Still in the framework of this debate has taken shape the duality between the
supposed American decline and the strengthening of the Asian power.

Chinese experts and sinologists of the Western academy argue that
China's rise will be peaceful and the country is far from replacing the U.S. as a
hegemonic power. They glimpse a multipolar international order and with a
greater sharing of responsibilities (KANG, 2007; ZHENG BIJIAN, 2005; WU
JIGLIAN, 2005, 2006; HU ANGANG, 2010). They point out to weaknesses in
the Chinese political-institutional structure and its economy, particularly the
low capacity to generate technological innovations, the deterioration of the
environment and the pattern of income distribution, sub-products of the model

of accelerated growth. They even question the capacity to legitimate the

8 See, among others, Goldman Sachs (2007), National Intelligence Council (2008), Cepal (2011a) and
Timmer et al. (2012).

9 Subramanian (2011) and Halper (2010) show that the risks of China overtaking the U.S. are high, either
by virtue of their own, or by increasing economic and political fragility of the current superpower. And
this could happen in an environment of increasing conflict as suggested by Mearsheimer (2010). To
Halper (2010) the main risk comes from the international projection of the Chinese model, where they
combine the strong centralization of political decisions in an authoritarian State with an aggressive
adherence of market mechanisms in the world of production, marketing and finance. In turn,
Subramanian (2011) emphasizes the weaknesses of the Americans, potentiated after the crisis: excessive
debt, growing concentration of income, depletion of the middle class and the inability of the political
system to provide solutions to economic problems. Still, others consider that the Chinese power and its
prospects in the coming decades have been over-estimated (Babones, 2011; Clark, 2011).

10 U.S. analysts envision the possibility of China working alongside the U.S. to face global problems. The
maintenance of a democratic and open order would pass, on one side, by the U.S. ability to recover the
ability to influence the emerging powers by non-aggressive mechanisms and, secondly, by their provision
to act to strengthen institutions and global public assets. See: Nye Jr (2011), Kissinger (2011) and
Ikenberry (2011).
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current power structure and, consequently, its possibility to ensure a path of
social stability in the context of an economy increasingly governed by market
mechanisms. The "fragile superpower" (SHRINK, 2007) would be surrounded
by internal and external problems that would derail its capacity to project
power internationally in the same way that the United States do.

This more general debate serves as a background to what is the focus of
this article, namely, to explore some implications of China's rise on the recent
development trajectory of Brazil. More specifically, we seek to map some of the
risks associated with the pattern of economic interaction that has been
consolidating in the Sino-Brazilian relations, in which, on the one hand, Brazil
has emerged as a producer and exporter of natural resources and, on the other
hand, China intensifies its presence as an exporter of manufactured goods and
capital. Our main hypothesis is that the consolidation of this pattern tends to
impose non-negligible risks of crystallization of a regressive specialization
framework (COUTINHO, 1997; JAYME JR; REZENDE, 2009) to Brazil, in
which it is possible to see the loss of density, diversity and vitality of the
productive structure and the pattern of commercial insertion. To counter this
trend, the country will need to recover the capacity to adopt coherent and
powerful development policies, whose general characteristics will be explored at
the end of this work.

Our arguments are structured as follows. After this short introduction,
section 2 recovers the recent debate about the development, in which it is
emphasized the success of Asian economies. It is highlighted that this success is
rooted on the diversification of the structure of production and international
trade, whereas other peripheral regions showed loss of dynamism. Section 3
provides a set of empirical evidence that suggests that Brazilian economy, as
well as other peripheral economies, is increasingly linked to the Chinese
economy in a typical pattern of North-South relation. Section 4 gathers the key

conclusions and explores their implications in terms of policymaking.

2. Development in Perspective: the international experience compared
The perception that government activism is directly associated to economic
progress of nations goes back, at least, to the period of mercantilism

(REINERT, 1999; 2007). The argument of protection of the infant industry of
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Alexander Hamilton and Friedrich List became popular in emerging nations
seeking to reproduce the British trajectory of industrial revolution (CHANG,
2002). Likewise, the notion that economic development entails a qualitative
change in production structures, where technological innovations find a central
role, is strongly grounded in the work of Schumpeter and resonates in Marx's
analysis.

Writers such as Joan Robinson, Kaldor, Pasinetti, Thirlwall, among
others, based on the insights of Keynes, Kalecki and, to a lesser extent, Marx,
showed that the growth process is centered on the accumulation of capital
without being, necessarily linear, tending to balance or able to, through market
mechanisms, produce a socially fair pattern of expansion. Moreover, in
opposition to the neoclassical models, it is emphasized the centrality of the
manufacturing industry, considered as the bearer of the growth-enhancing
properties (TREGENNA, 2009; PALMA, 2007; 2011). The so-called Kaldor’s
laws of growth clearly express this. Thus, for this author: (i) there would be a
direct relationship between the growth of industry and growth of the economy
as a whole - the "first law"; (ii) productivity growth in industry would be an
endogenous phenomenon to the expansion of this sector, given the static and
dynamic economies — "second law" or "Verdoorn law"; and (iii) the higher
productivity in the industry is, the greater productivity of non-industrial
sectors is. Moreover, Kaldor and Thirlwall realized that there would be a
limiting long-term expansion associated with differences in income elasticities of
imported and exported products, in line with the arguments of Furtado (2003)
and Prebisch (1984).

Furthermore, historical experience of the interwar represented a
decline of liberal strategies, with the subsequent rise of State activism,
necessary to enable the restructuring of economies after the 1929 crisis, the war
effort and the later reconstruction. The independence movements in Africa and
Asia from the second half of the 1940s and the insights of the theorists of

development!! stimulated the modernization effort, in which nation-building

11'To this period authors as Rosentein-Rodan, Nurkse, Hirschman, Prebisch, as well as economists of the
"Cambridge school" (Tregenna, 2009, Palma, 2007 and 2011), as Kaldor, Robinson, Pasinetti, among
others, are essential references. Krugman (1993) called this period of "high development theory", whose
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was mixed up with the idea of industrialization. In this context, the debate on
economic development has polarized positions between those who favor and
those who criticize the idea that market mechanisms are sufficient to ensure a
sustainable and balanced growth. Among the critics there is a perception that
the State has a crucial role in the induction and, in certain circumstances, in the
command of the development process. They argue that State action is directly
proportional to: (i) the markets’ weaknesses and shortcomings, and (ii) the
relative delay of each country in face of the techno-productive frontier. This
would explain the greater economic presence of State in late development
countries. Moreover, this tradition suggests that industry is vital for growth and
nations can build competitive advantage through industrial policies.

The pro-market view has been supported by mainstream of
professional economists and the most influential multilateral organizations like
the IMF and World Bank (WB). It is emphasized that the market is the
institution that ensures more efficiency on allocation of scarce resources. The
freely determined prices in the markets would signal the relative scarcity of
factors of production and, thus, would indicate the patterns of productive
specialization. It is suggested that productive and trade specialization, in line
with comparative advantages derived from the relative factor allocation, would
maximize the allocative efficiency and, therefore, the growth potential.
Countries that are rich in natural resources should specialize in these sectors.
The supply of other goods would come through exports. To counter such a
standard, through industrial policies, would lead, ultimately, to a waste of
resources, corruption, and fiscal and monetary imbalances.

Since the postwar period, the industrialization experience of
peripheral economies has been the backdrop for the clarification of these
positions. In particular, the successful case of sustained growth of Asian

countries!? became the center of major controversy, as they began to detach

pioneering had insights later incorporated into the "new economic geography", in endogenous growth
models and the new trade theory.

12 The recent study commissioned by the World Bank (World Bank, 2008) and led by two Nobel Prize
winners in Economics, Robert Solow and Michael Spence, sought to identify success stories (and its
explanations) of high and sustained growth in the period that followed World War II. There were 13
countries to grow more than 7% a year for over 30 years, out of which 9 were nations of Southeast and
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from the other peripheral regions in terms of growth, and income and world
exports share, as well as structuring of the more diverse and complex
production bases than those observed in other regions. And this process took
place with those countries departing from a base of economic and social
development lower than that observed in Latin America in general and, even, in
many African countries (CHANG, 2006).

In 2010, the Asian-Pacific countries represented 55% of world
population, 34% of income and 30% of exports. The dynamism of Asia in the
period of globalization opened in the last quarter of the 20" century can be
expressed as follows: if, in 1980, Latin America accounted for 11% of global
GDP measured in dollars adjusted through purchasing power parity, Asia
(excluding Japan) reached 9%. Three decades later, Latin America had 8.5% of
global GDP, while Asia reached 28%. While Asian countries grew at average
rates of 7% per year, the Latin American and African countries experienced
much lower rhythms, between 2% and 3%!13. From the point of view of foreign
direct investment absorption, the Asian (excluding Hong Kong) more than
double its space between the years 1980 and 2010'*. On the other hand,
economies that have developed their national innovation systems and
constituted internationally competitive companies generally have lower levels
of participation of foreign capital, cases of Japan, South Korea and Taiwan!>.

The era of globalization resulted in the incorporation into the

international market circuits of economies, which until then, had kept limited

East Asia (Japan, Hong Kong, Taiwan, South Korea, Singapore, Malaysia, Indonesia, Thailand and
China). Brazil, in the 1950-1980 period, is also in this group.

13 See IMF World Economic Outlook, September, 2011.
<http://www.imf.org/external/pubs/ft/weo/2011/02/index.htm>. Accessed on March 21, 2012.

14 Between 1980 and 2010 the world stock of FDI (inward) went from $ 700 billion to $ 19.141 billion. In
1980, developed countries held 57% of that stock, against 43% of developing countries. In 2010 these
contributions were respectively 65% and 35%. On the other hand, the Asian economies, excluding Hong
Kong, rose from 5.2% to 13.4% of world total.
<http://www.unctad.org/en/Pages/Publications/WorldInvestmentReports(1991-2009).aspx. Accessed on
March 21, 2012.

15 In 2010, the FDI/GDP coefficient was: 30% in developed economies, 29% in developing economies,
26% in Asia, 33% Africa, and 34% in Latin America. However, in the most dynamic Asian economies
this indicator was much smaller than that observed in other economies with similar per capita income:
4%  in  Japan, 13% Korea  and 14%  in  Taiwan. In  China it  was
10%.<http://www.unctad.org/en/Pages/Publications/WorldInvestment Reports(1991-2009).aspx>.
Accessed on March 21, 2012.
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interaction ties with the rest of the world. Countries of the former socialist bloc
and several nations in the periphery become, simultaneously, spaces of
production and markets for goods, services and factors of production,
particularly capital. Clearly, Asian economies can be identified as those that
emphasized an insertion based on the production and export of industrial goods,
which, in a Keynesian-Kaldorian perspective, tends to contribute to its superior
performance in terms of GDP growth and productivity. Figure 1 reports the
participation of major economies in the region, excluding Japan, which is the
G7 cluster, in the world production of manufactures. In 1980, Asia accounted
for 4.4% of the world total, below the participation of major Latin American
economies, 6.7%. In 2010, the Asian participation rose to 27.2% and the Latin
American shrank to 5%. The most advanced economies (G7) and the rest of the
world also experienced the relative loss of importance of its industrial

production.

Chart 1. Distribution of world industrial production, 1980-2010 (value added in

processing industry in %).

61,1

G7 AL7 Asiad ROW

1980 W2010

Source of  raw data: United Nations National ~ Accounts Main Aggregates Database
<http://unstats.un.org/unsd/snaama/introduction.asp>. Accessed on March 3, 2012.). G7 - U.S., GB, Japan, Germany,
France, Italy and Canada; AL7 - Argentina, Brazil, Chile, Colombia, Mexico, Peru and Venezuela; Asia9 - China, Hong
Kong, South Korea, Malaysia, Indonesia, India, Thailand , Philippines and Singapore; ROW - rest of the world.

Chart 2 suggests that, until the mid-1970s, the major developing
economies of Asia and Latin America held similar shares of world exports.
However, while the Asian economies quadrupled its market-share, the Latin

American economies remained roughly in the same situation.
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Chart 2. Participation of Selected Economies in World Exports of Goods, 1948-
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Source of charts: own elaboration based on WTO data <http:/stat.wto.org/Home/WSDBHome.aspx?Language=E>.
Accessed on February 5, 2012. AL7 = Argentina, Brazil, Chile, Colombia, Peru, Venezuela and Mexico. Asial0 = China,
Hong Kong, India, Indonesia, South Korea, Malaysia, Philippines, Singapore, Taiwan and Thailand.

Asian growth has been accompanied by deep structural changes (Tables
1 and 2). There was intense urbanization, relative loss of agriculture importance
in income generation, and strong increase in the share of foreign trade in GDP.
In no other region in the world, the exports of goods and services expanded so
fast. The gross capital formation and increase on industry participation in
income led the process of productive modernization. While in Latin America the
period that followed the debt crisis in the early 1980s was characterized by the
loss of dynamism in the industry and decline of investment, the Asian
economies managed to maintain and, in some cases, increase the pace of
accumulation of capital, under the leadership of the industrial sector. As
highlighted by the literature on growth inspired in the tradition from Keynes
and Kaldor, these two factors are essential to explain the long-term
performance of an economy. In view of Palma (2007, 2011) the success of Asia
and the framework of semi-stagnation in other peripheral regions, especially in
Latin America, show the ability of the former of sustaining a dynamic of
expansion based on the accumulation of capital led by the urban-industrial
activities. In turn, Rodrik (2006) suggests that there is robust empirical
evidence of strong correlation between growth acceleration and the existence of
diverse productive structures with a high participation of the manufacturing

industry.
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Table 1 - Sector Distribution of GDP in Selected Economies, 1960-2010 *

(%)
Agriculture Industry Services
1960s  1980s 2000s | 1960s 1980s 2000s | 1960s 1980s 2000s
I. Latin America
Argentina 10,3 8,3 9,1 47,0 39,4 32,9 42,7 52,3 58,0
Brazil 16,0 10,2 6,1 36,3 44,0 27,8 47,7 45,8 66,1
Chile 8,4 7,7 4.4 40,1 39,1 43,0 51,5 53,2 52,6
Colombia 27,9 18,1 8.1 27,0 35,2 32,8 45,1 46,7 59,1
Mexico 12,3 8,9 3.8 28,7 33,5 33,0 59,0 57,7 63,1
Peru 18,8 9,7 7,5 30,3 31,6 33,8 50,8 58.8 58,6
Venezuela 5,5 5,9 4,2 39,6 49,6 53,1 54,2 44,4 42,7
II. Asia
China 38.4 29,1 11,9 34,7 43,6 46,5 26,8 27,3 41,5
Singapore nd 0,9 0,1 nd 36,9 30,3 nd 62,2 69,7
South Korea | 31,0 12,7 3.3 22,3 39,7 37,2 46,8 47,6 59,5
Philippines | 278 23,5 129 |31.2 364 335 |410 401 537
Hong Kong nd 0,5 0,1 nd 28,6 9,2 nd 71,0 90,7
India 425 31,3 194 [203 262 27,3 |37.2 425 533
Indonesia 50,9 22,7 14,5 14,8 37,9 46,2 34,3 39,4 39,2
Malaysia 30,7 196 93 258 39,1 469 | 434 41,3 437
Thailand 31,1 16,8 10,6 22.8 32,8 43,7 46,0 50,3 45,7
II1. Advanced economies

Germany 6,4 3,2 1,0 46,0 39.9 29,2 47,6 57,0 69,8
U.S. 3.7 2,0 1,2 48,1 38,7 21,6 48,2 59,3 77,3
Japan 3.5 2.4 1,6 35,2 30,6 29,7 61,2 67,0 68,8

Source: World Development Indicators on Line, World Bank <http://data.worldbank.org>. Accessed on February 5,

2012.

(*)We calculated the averages in each decade. In the 1960s there were, in some cases, gaps of information.
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Table 2 — International Trade, Investment and Rural Population in

Selected Economies, 1960-2010 *

Rural Population (% International Trade in Goods and Services (% of Gross Capital
of total) GDP) Formation (% of GDP)
Imports Exports
1960 1980 2010 | 1960s 1980s  2000s | 1960s 1980s  2000s | 1960s 1980s  2000s
I. Latin America
Argentina 26,4 17.1 7.6 6,0 6,2 16,9 6,3 9,3 23,1 22,4 18.8 19.6
Brazil 55,1 32,6 135 | 65 7.3 12,2 6,7 10,1 13,6 19,7 20,7 17,5
Chile 32,2 18.8 11,0 13.8 26,2 32,8 13,7 27,5 40,1 18.1 18,9 21,3
Colombia 55,0 37,9 249 13,2 13.6 19,2 12,5 15,0 16,7 19.3 19.4 20,5
Mexico 49,2 337 222 | 9.6 13,7 31,8 7,7 17,2 27,5 19,3 21,9 24,0
Peru 53,2 35.4 28,4 19.9 16,7 20,2 18,2 16,7 23,0 32,6 24.5 20,7
Venezuela 38,4 20,8 6,0 15,9 20,7 20,0 26,3 25,5 30,8 25,3 19.8 20,8
II. Asia

China 84,0 80,4 55,1 2,7 14,0 27,0 2,6 13.7 31,7 20,3 36,1 42,5
Singapore 0,0 0,0 0,0 nd nd 188,1 nd nd 213,2 22,7 41,6 23,1
South 72,3 43,3 18,1 19.3 32,3 40,0 8,9 33,5 42,1 20,3 31,0 29,4
Korea

Philippines | 69,7 62,5 33,6 | 18,5 26,7 47,0 17,9 25,1 42,8 22,2 21,7 20,5
Hong Kong | 14,8 8,5 0,0 80,5 1040 180.3 78,5 110.8 189.2 25.4 27,0 22,1
India 82,1 76,9 69,9 5,5 7,9 21,4 4,0 6,1 18,6 15.4 22,4 32,3
Indonesia 85,4 71,9 46,3 12,5 22,8 26,2 10,3 24,5 30,8 10,4 29,2 26,0
Malaysia 734 58,0 27,8 37,9 56,6 87,9 41,7 59,0 108,2 17,9 28,3 21,2
Thailand 80,3 732 66,0 | 184 30,0 64,7 16,2 26,9 70,3 21,5 30,7 26,2

II1. Advanced economies

Germany 28,6 27,2 26,2 9,5 10,4 36,6 16,4 23,3 41,6 30,5 22,1 18,2
U.S. 30,0 26,3 17,7 17,9 24,9 15,4 5,3 8,4 10,9 19,2 19.4 15,1
Japan 56,9 40,4 33,2 4,7 10,3 12,9 9.9 12,5 14.1 35.8 30,2 23,1

Source: World Development Indicators on Line, World Bank <http://data.worldbank.org>. Accessed on February 5,

2012.

(*)We calculated the averages in each decade. In the 1960s there were, in some cases, gaps of information.

The structure of exports, reflecting the deep transformation in the

productive base of those economies, passed to be characterized by the
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predominance of manufacturing with greater technological content!'¢. The
comparison between Asia and Latin America highlights the difficulties of the
economies of the latter to maintain denser and more sophisticated productive
and trade structures. Starting in the 1980s, Asian countries expanded their
internationalization, maintaining high levels of involvement of industry in
GDP, while Latin Americans watch an intense deindustrialization. This occurs
in a context of reduced levels of gross capital formation in Latin America, for
average values under 20% of GDP, while in Asia the most dynamic economies
kept investments close to 30% of GDP'7 (Table 2, PALMA, 2007 and 2011).

The most dynamic Asian countries also stand out in an attempt to
maintain a pattern of development increasingly rooted in sectors which carry
technological innovations that have transformed the production basis and
consumption patterns in the last three decades. South Korea, Singapore and
Japan are among those who invest the most in research and development
(R&D)!8. South Korea deserves special mention, inasmuch as its effort to reach
the nations who determine the techno-productive boundaries is translated into
R&D expenditure close to the leading economies in innovative efforts, such as
Sweden, Finland, Israel and Japan. And this happened in spite of its per capita
income being equivalent to something between 50% and 60% of per capita
income of the richest nations. China also has been making a breakthrough in
this area. Between 1996 and 1998 spending on R&D were on average 0.6% of
GDP. Between 2006 and 2008, these investments reached 1.4% of GDP. To

16 For the 2005-2009 period, the Asian average of share in ICT products (“Information and
Communication Technology”, which are goods of information and communications technology, namely,
telecommunications, audio, video, computers and related equipment, electronic components, among
others, excludes software) is 27% of total exports, against 11% for the OECD countries and Latin
America, or the 2.4% recorded in Brazil. See: World Development Indicators on Line, World Bank
<http://data.worldbank.org>. Accessed on February 5, 2012.

17 After the financial crisis of 1997 and 1998, there was a decline in investment, especially in ASEAN
countries.

18 Taking the average for the 2006-2008 period, the OECD economies of high income spent, on average,
2.37% of GDP annually in R&D, compared to an average of 2.29% between 1996 and 1998. Finland,
Israel, Japan and Sweden spent about 4% of their GDP, compared to 3% of the previous decade. In
Latin America such expenditure represented, between 2006 and 2008, only 0.65% of GDP, Brazil having
1% of GDP. A decade earlier, these indicators were respectively 0.5% and 0.7%. Finally, the recent
Asian average was 1.37% of GDP, with highlights to Singapore (2.4%) and Korea (3.1%). China spent
1.4% in 2006-2008 against 0.6% for 1996-1998. Source: own elaboration based on World Development
Indicators on Line, World Bank <http://data.worldbank.org>. Accessed on February 5, 2012.
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understand in perspective, the costs from Brazil were, in these two moments,
0.7% and 1% of GDP. Despite emerging as a regional leader in R&D, Brazil is
still far behind the more dynamic Asian economies. The Asian lead investments
in information technology, equipment and software!?, in physical and human
infrastructure to give support to these sectors and in terms of maintaining a
favorable business environment for enterprises (Table 3).

It is also important to remember that, in the Asian case, growth was
associated with a significant increase in the quality of life in general, expressed
in indicators such as increased per capita consumption, access to clean water,
schooling, reducing infant mortality, etc.?, as well as lower macroeconomic

instability?!.

19 The indicator of spending on information technology and communication computes costs for the
purchase of computer equipment and software, computing and communication services and other
expenses associated with these technologies as a proportion of GDP of each country. For the 2003-2008
period are: Malaysia (11.9%), Korea (9.2%), Singapore (8.8%), Hong Kong (8%), China (7.3%) and
Japan (6.8%). The world average is 5.5% and spending in the U.S. 7.4%, Germany 5.8% and Brazil
5.7%. The other Latin American economies, as well as other Asian economies have indicators below or
near the world average. See: World Development Indicators on Line, World Bank
<http://data.worldbank.org>. Accessed on February 5, 2012.

20 We chose to avoid here exhaustive data. The Annual Reports of the World Bank (World Development
Indicators, World Development Reports) and UN (UNDP Human Development Reports) show that
Asian countries have been presenting, over the last decades, significant improvements in virtually all
human development indicators in a higher rate than all the developing countries. Details on World Bank
(1993, 2008) and Chang (2006).

2! The main macroeconomic indicators signal the fact that the more advanced economies of the region,
such as Japan, South Korea, Taiwan, Hong Kong and Singapore, have tended to perform more
favorably than the relatively less developed countries, such as those that comprise the ASEAN. These, in
turn, maintained a behavior closer to that of the Latin American countries (Palma, 2007 and 2010).
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Table 3 - Indicators of Technological Infrastructure and Business Environment
in Selected Economies, 1985-2011

Conventional Mobile Internet Logistics
Articles published in Doing index
scientific and . telephone t.clephonc users Bussiness R
technical journals* lines (per 100 fines (per (per 100 Index** (1=low,
: inhab.) 100 inhab.) | inhab.) .
5=high)
1985- 2003-
1989 2007 2010 2010 2010 2011 2009
L. Latin
America 5.808 20.683 18,1 98,2 34 N/a 2,7
Argentina 1.413 3.117 24,7 141.,8 36 113 3,1
Brazil 1.778 10.097 21,6 104,1 41 126 3,2
Chile 659 1.560 20,2 116,0 45 39 3,1
Colombia 94 409 14,7 93,8 37 42 2,8
Mexico 894 3.936 17,5 80,6 31 53 3,1
Peru 59 132 10,9 100,1 34 41 2,8
Venezuela 53 220 24,6 96,7 36 177 2,7
Asia
(developing 4.278 45.015 18,9 73,3 36 N/a 2,7
country)
China 3.606 42.320 22,0 64,2 34 91 3,5
Singapore 395 3.513 39,1 1439 70 1 4,1
South 684 16.286 58,4 103.9 83 8 3,6
Korea
Philippines 139 180 7,3 85,7 9 136 3,1
Hong Kong 423 N/a 61,5 189.8 69 2 3.9
India 9.438 15.080 3,0 64,2 8 132 3,1
Indonesia 71 191 15.8 91,7 9 129 2.8
Malaysia 207 642 16,1 121,3 55 18 3.4
Thailand 255 1.339 10,1 100.,8 21 17 3,3
Advanced
economies
(OCDE - 386.765 573.694 45,1 105,8 7 N/a 3,7
high
income)
Germany 27.875 43.674 55,8 128.,0 82 19 4,1
USA 170.702 204.593 48,9 90,2 79 4 3,9
Japan 32.700 55.323 31,7 94,7 79 20 4,0

Source: Own elaboration based on World Development Indicators on Line, World Bank <http://data.worldbank.org>.

Aaccessed on February 5, 2012.

(*) Papers published in the areas of biology, chemistry, physics, mathematics and related areas.

(**) In a total of 183 countries, ranked first (1) presents the best business environment, and the final (183), the worst.

(***) The rate of the perceptual logistic efficiency regards to the administration procedures, infrastructure, and costs.
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The evaluation of the Asian experience leads us to the realization that
there is no single model for successful industrialization. If the export
orientation, investments in training human capital and state intervention are
points in common, historical context and industrial purposes — and, therefore,
the utilized instruments — were different. The different objectives of each
country, especially in regard to the deepening of industrialization, would have
resulted in different positions in face of foreign direct investment (FDI).
Singapore, for example, would be more liberal in this respect, having mounted
its exporter drive based on transnational corporations. This would have implied
a lower local technological effort. On the other hand, Korea and Taiwan would
have had the opposite behavior. They encouraged the local technological
development, via national companies — large conglomerates in Korea, small and
medium enterprises and state-owned enterprises in Taiwan. This restricted the
participation of transnational corporations. The experience of Hong Kong
would be closer to the behavior envisioned by neoclassical paradigm, with a
lower selectivity in policy, given that the deepening of industrialization was not
central in its dynamics of modernization. Countries such as Malaysia and
Thailand, with greater emphasis, and the Philippines and Indonesia (JOMO,
2001 and 2005) used strategies closer to those found in other laggard economies,
particularly in Latin America and Eastern Europe, structuring its production
industrial basis with a strong presence of FDI. China, in turn, sought to provide
foreign capital and technology through the strategy of establishing partnerships
with local companies in order to strengthen their capacities. After three decades
of rapid growth, the country is trying to advance in the effort to generate
endogenous innovation effort in the midst of an intense process of
internationalization of their companies.

It seems reasonable to assume that the Chinese recent success reflects
the Asian regional dynamics of expansion. Since the late 1970s, the country has
experienced an intense process of modernization of its economy, integration into
international flows of trade and investment, which is generating a deep
transformation of their own socioeconomic reality as well as the international
economic and political order. In recent years, despite the international financial
crisis, the resolutions of the Chinese government to reform and opening remain

unchanged and in progress.
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With an average growth of income of 10% per year, between 1979 and
2010, the Chinese economy has become the second largest in the world??. The
latest data from the IMF?23, which refers to the year 2010, show that with a
population of 1,341 million, the per capita income of China is still relatively
modest: US$ 4,382 in current dollars, occupying the 93t position in the IMF
ranking of 179 countries with available data, or 7.519 per capita in international
dollars (purchasing power parity), which meant the 94t position. To put that in
perspective, in terms of current values the GDP per capita of China amounted
to 9.3% of U.S. GDP per capita, while at purchasing power parity this
proportion was 15.9%. In terms of HDI (human development index)?*, China
has an average level of development, appearing in the 89 position among 169
countries.

In 2010, China consolidated its position as global leader in exports of
goods, being the second largest importer in the world. Between 1980 and 2010
exports grew, on average, 16% per year, while world exports advanced by 7% a
year. Because of this, Chinese participation in the world total rose from just
over 1% in the early 1980s — a level equivalent to the Brazilian — to more than
10% in 2010. International comparisons of the conditions of competitiveness of
economies suggest that China still does not occupy a prominent position,
despite important recent advances?>26,

The last five-year plans, especially the 12% Five-Year Plan for
Economic and Social Development (CASEY; KOLESKI, 2011), which covers
the period from 2011 to 2015, highlight the concern of Chinese leaders and

strategists to renew its development model. Increased emphasis on the domestic

22 China exported US$ 1,578 billion or 10.4% of the world, the U.S. exported US$ 1,278 (8.4%), Germany
exported US$ 1,269 (8.3%) and Japan exported $ 770 billion (5.1%). From the perpective of imports
these countries imported, respectively: US$ 1,395 billion (9.1% of world total), US$ 1,968 billion
(10.4%), US$ 1,067 billion (6.9%), US$ 693 billion (4.5%). Source: WTO.

23 World Economic Outlook Database, April 2011.
<http://www.imf.org/external/pubs/ft/weo/2011/01/weodata/index.aspx>.

24 See: <http://hdrstats.undp.org/en/countries/profiles/CHN.html>. Accessed on May, 2011. In 2010 its
HDI was 0,663. In 1980 it was 0,368.

2 See “The Global Competitiveness Report 2010-2011":
<http://www3.weforum.org/docs/WEF_GlobalCompetitivenessReport_2010-11.pdf>. Accessed in May,
2011 and <http://www.doingbusiness.org/rankings>. Accessed in May, 2011.

20 See “Doing Business 20117, of World Bank:
<http://www.doingbusiness.org/data/exploreeconomies/china>. Accessed in May, 2011.
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market and, therefore, the necessary redistribution of income and reduction of
propensity to save of households through increases in public investment on
social safety net, and environmental and energy sustainability are essential
vectors for the managing future. Furthermore, in addition to "world factory",
China aspires to be a source of technological innovation and generation of new
patterns of production in consumption. Thus, the challenge is to move from the
"Made in China" step to the "Designed and Made in China" stage (CASEY;
KOLESKI, 2011; NOLAN, 2011; WONG, 2011). In both cases, the
internationalization of its economy seems to be essential.

However, as in the previous plans, there is a potential contradiction
between the desired pace of change and the need for job creation and income
expansion. The latter acts as social stabilizers and legitimations of the political
status quo. So, even if China migrates to a less unbalanced development path, it
does not seem credible that this takes place in the near future. More of the same
is what you can expect in the short term, that is, utilization of the export drive
— in a world where advanced economies are in crisis and the peripheral
economies try to keep their dynamism — and heavy doses of gross capital
formation??.

Therefore, despite the effort to "grow based on the internal market",
China will follow in seeking to advance in international markets, especially in
regions with greater potential for absorption of its products, as in Latin
America and Africa. As highlighted by ECLAC-CEPAL (2011a. 2011b), China is
the regional hub for exports. Because of this, the Asian giant has a trade deficit

27 About Chinese imbalances and the need to create jobs "at any cost", Zhang and Liu (2010) comment
that: "The lack of domestic consumption as well as heavy dependence on investments and net exports is
a consequence of previous or existing economic and social policies. For example, the increase income
disparity and lack of social security networks have depressed aggregate consumption propensity, thus
impairing overall domestic demand. At the same time, the inefficient banking system, lower
environmental standards and an immature capital market have made the cost of using capital
unnaturally low, thus providing distorted investment incentives.” (p. 9). “Heavy investment and lack of
consumption caused overcapacity in China’s production, particularly manufacturing production. In
order to find markets for the overcapacity of Chinese industries, the Chinese government had to support
enterprises to sell their products in international markets by keeping Chinese currency lower than its
market value” (p.9). “The considerations of labor absorption are an important reason why China’s police
makers have hesitated to reduce the dependence on investments and exports, as well as to tackle
environmental degradation.” (p. 11)
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with its more developed neighbors, especially Japan, South Korea and Taiwan,
suppliers of technology-intensive manufacturing, and developing neighbors,
such as the ASEAN countries, recently benefited from the free trade agreement
and that supply China with natural resources — and therefore are competing, in
different segments, with the economies of Latin America and Africa that are in

the same range of supply, without benefiting from the terms of that agreement.

3. Industry and International Trade in a Sino-centric World: regressive
specialization of Brazil?

The previous section provided evidence that the more successful peripheral
economies in terms of growth and economic modernization sustained their
trajectories based on high volumes of investment and maintenance of diversified
production structures, reflected in the growing technological sophistication of
its production and exports. Starting in the 1930s, and with more intensity
between 1950s and 1980s, Brazil also experienced an intense process of
structural change centered on the binomial urbanization and industrialization.
During that period, the goal was to overcome the primary-exports model, whose
intrinsic vulnerabilities became all too evident in the interwar years. The
specialization in the production and export of products with low elasticities,
price and income, and import of manufactured goods with high income
elasticity, led to structural problems of balance of payments. Such economies
were characterized by the duality of the modern sectors, linked to exporter
complexes, but dependent on international demand, and traditional sectors,
with low productivity levels and linked to domestic demand.

In Brazil, as in other peripheral nations, particularly those
characterized by large populations and areas, this stage was characterized by,
among other things, the low absorption of labor surplus, fragile tax bases and
dependent on international trade, and poor physical (roads, ports, energy
production and distribution, communications, etec.) and social (education,
health etc.) infrastructure. The concentration of income, wealth and political
power in social classes possessing the ownership of natural resources (mines,
farms, etc.) tended to be reflected in political and social institutions, unable to

produce spontaneously robust growth trajectories.
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At the height of its modernization process in 1980, Brazil had the
largest manufacturing sector of developing countries and ranked in the eighth
place overall, with 2.6% of internationally added value. In that year China was
in twelfth place with 1.7% and South Korea in the twenty-seventh, with 0.6%
of world production of manufactures. In 2010, Brazil appeared in eleventh
place, behind China, South Korea, India and Mexico?®. However, despite its
relative decline, Brazil still accounts for 1.7% of global production. In this
context, authors such as Palma (2007 and 2011) and Bresser-Pereira (2010)
suggest that Latin American economies suffer from a dynamic of early
deindustrialization, visible when controlling this trend for the levels of per
capita income. Excessive dependence of intensive sectors on natural resource
and the lack of development policies, in stark contrast to the Asian experience,
are pointed out as plausible explanations for the poor performance of countries
in the region.

This perception is reinforced by the literature that studies the impacts
of specialization in production and export of natural resources over the long-
term performance of economies?. Sachs and Warner (1995;1997) find there is a
negative relationship between long-term growth and participation in natural
resource intensive exports as a proportion of income. These influential works
reinforced the debate on the existence of a "natural resource curse"3?, The
pessimism associated with this type of approach is explicit in the so-called
"Dutch disease", which is a manifestation of the pernicious effect of the
appreciation of national currency in face of the foreign exchange inflow boom

originated in commodity exports®. In this context, the change in relative prices

28 See: United Nations Statistics Division - National Accounts; Palma (2007, 2011).

¥For an exhaustive review see, among others, Sinnott, Nash and De La Torre (2010), Prebisch (1984),
Reinert (2007), Rodrik (2006 and 2010), Palma (2007 and 2011).

3The subsequent empirical literature has pointed to methodological shortcomings and possible problems
of endogeneity in the econometric exercises. That is, there are difficulties of needing to what extent
countries cannot grow because they rely heavily on natural resources or otherwise, if this dependence is
originally from low growth. The existence of developed countries with this type of specialization would
indicate the possibility that the abundance of natural resources would not be necessarily a determinant
of low growth. Thus, for much of the literature, it is the institutions, not nature, that determine the
trajectories of development (World Bank, 2008, Sinnott, Nash and De La Torre, 2010, Ledernan and
Maloney, 2010).

31 The General Secretary of UNCTAD, Supachai Panitchpakdi, believes that the strong capital inflows
may cause effects similar to the Dutch disease: “Today’s experience of capital flows and currency

146

Austral: Brazilian Journal of Strategy & International Relations | v.1, n.2, Jul/Dec 2012



André Cunha, Marcos Lélis, Julimar Bichara, Manuela de Lima

between tradable and non-tradable goods tends to discourage the diversification
of the productive structure and foreign trade??.

Furthermore, the old developmental literature and its contemporary
heirs (FURTADO, 2003; PREBISCH, 1984; KRUGMAN, 1993; RODRIK,
2006;2010; REINERT, 2007) pointed to the limits of intensive sectors in
natural resource to multiply income, employment and taxes through the
nucleating of more complex and intensive in technology productive chains.
Assuming as valid the Prebisch-Singer hypothesis of the secular trend to falling
terms of trade, the countries exporting natural resources would suffer, with
repeatedly negative shocks in terms of trade (the ratio between prices of exports
and imports) and, therefore, structural difficulties in balance of payments.
Moreover, lower income elasticity of primary products vis-a-vis the
manufacturers limit the relative expansion of commodity markets. The low
elasticity in supply and demand of these goods is to be transmitted to prices,
potentially more volatile, undermining the macroeconomic management of
countries whose income, in general, and the revenues of the public sector, in
particular, are strongly dependent on some sectors. Rent-seeking, corruption
and serious concentration of income, non-democratic political regimes, wars,
political instability and low-quality institutions would be recurrences in
countries that are highly dependent on the production and export of
commodities (DE LA TORRE, 2010).

The non-renewable character of certain commodities, especially oil and
minerals, can generate processes of over-exploitation of resources and negative
externalities such as pollution, depletion of other associated resources (water,
air, soil, ete.). In addition to the disincentives created by the "Dutch disease",

the character of physical enclave of the production, as well as the fact that the

misalignment has much in common with the ‘Dutch disease’ experience of some commodity exporting
countries in the past.” (Statements by Supachai Panitchpakdi, Secretary-General of UNCTAD,
International Monetary and Financial Committee of the IMF, Washington DC, 16 April 2011 -
<http://www.unctad.org/Templates/webflyer.asp?docid=14856&intItemID=3549&lang=1>. Accessed on
May, 2011.

32 This would be a serious problem inasmuch as, both for old developmentalists, and for the growth of
modern literature there would be a strong correlation between growth acceleration and the existence of
diverse and productive structures with a high share of manufacturing industry. See Rodrik (2006 and

2010).
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initial investment to obtain them are very high and long maturation return,
may lead to conflicts of ownership, reduced investment in other sectors of the
economy, concentration of physical and legal infrastructure to sustain
exclusively such activities, etc. The excessive concentration of investments in
commodity-producing sectors could result, also, in reduction of investment in
human resources and capital-intensive sectors reducing, in the long term, the
overall capital stock savings.

It is from these findings and the literature and evidence outlined in
section 2 that we analyze the recent performance of the Brazilian economy. The
recent recovery of dynamism occurred in the context where China's rise fueled
demand for natural resources and thereby contributed to a beneficial cycle in
terms of trade. Economies with abundant natural resources have experienced
faster growth and improved macroeconomic - particularly in relation to
external and fiscal solvency - and social conditions. Brazil fits this case.
However, this relatively better performance did not reverse the negative picture
inherited by a quarter-century of slow growth. In particular, echoing the
literature previously discussed, the processing industry continues to grow little
and aggregate investment and productivity in the Brazilian economy remain
comparatively low. And, more importantly, in this moment of shy resumption,
the global financial crisis broke out that, among other challenges, has produced
an environment of greater competition in manufacturing. Apparently China
leads the process of occupation of all possible spaces, given the need to maintain
its active exporting complex responsible for generating over 120 million jobs
(ZAHNG:; LIU, 2010:11).

In this context, we should observe the behavior of trade and production
in the Brazilian economy. In a first approximation, the third chart provides the
balance of international trade in goods from Brazil in the 1996-2011 period. It
was surprising to overcome the deficits inherited from the period of monetary
stability, particularly since 2002, when world demand was strong and exporters
benefited from favorable exchange rates. Since then, the country has been
producing trade surpluses averaging US$ 30 billion per year. However, as can
be seen in panel A, the manufacturing industry has lost the ability to generate
surpluses. On the contrary, since 2008 the deficits pile up. The external
environment after the crisis, with lower growth and more competition,

especially from Chinese and Asian production, associated with the expansion of
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domestic demand and the appreciation of national currency, have induced the
increase in import coefficients and the fall in industry export coefficients
(CUNHA; LELIS; FLIGENSPAN, 2011).

Chart 3 - Trade Balance of Brazil, 1996-2011 (US$ million)
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Looking at the sectors according to technological intensity, it appears
that, except for the low-tech industry, all others were strongly deficient in the
recent period (Figure 2, panel C). And, among the sectors classified as low-tech,
only the export of food, beverages and tobacco, especially, and wood, wood
products, paper and cellulose, in the background, produce surplus. Segments of
intensive labor and that traditionally had trade surpluses, such as textiles,
leather and footwear, have become unprofitable.

Chart 4 reinforces the perception that there is a process of specialization
and concentration of an export basket. The HH?3? indicator shows high and
increasing concentration of the agenda for Africa, Asia and China, moderate
concentration for exports to Europe and Latin America, and low concentration

only with the U.S.

Chart 4 - Concentration of Brazilian Exports, 1995-2010
(Herfindhal-Hirschman)
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Primary source of data: Global Trade Information Services (GTIS).

3The concentration index of exports sector (Herfindahl-Hirschman Index, HHI), obeys the following

definition: n( Xk 2VVhere: X: kK = Exports from the “k” sector performed by the “j”
HHI, :Z £ %100 )
=1 Xj,w
country; X] w = Total exports originating in the “j” country. This indicator has a range where a

result less than 1,000 indicates a low concentration, a HHI between 1,000 and 1,800 characterized
moderate concentration and, finally, a value of greater than 1,800 HHI indicates a situation where the
export basket is concentrated in few sectors.
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It should be noted that China experiences, reproducing to some extent
the successful pattern of its more developed neighbors, a dynamic of deepening
and diversifying their production and international trade structures. Between
1995 and 2010, the rising power has succeeded in diversifying its export
markets?* and products®® which, moreover, reveal growing technological
sophistication. The sectors that produce and export more sophisticated
products, intensive in scale and technology, advanced from 29% to 62% of total
exports’®. Remember that during this period Chinese exports grew tenfold in
value from US$ 151 billion to US$ 1,578 billion.

Considering the relevance of intra-regional trade to Brazil and evidences
of the international literature (GREENWAY; MAHABIR; MILNER, 2008;
GIOVANNETTI; SANFILIPPO, 2009; WOOD; MAYER, 2010) is important
to consider whether China is replacing Brazil in Latin American market of
manufactured products. According to Lélis, Cunha and Santos (2012) the
answer is probably yes. They found that between 1994 and 2008, particularly in
the post-2003, both Chinese and Brazilian manufacturing exports in the region
had great growth. Latin America economic recovery after 2002 opened up space
for such expansion. However, Chinese exports grew 40 times more than the
Brazilian ones did. Naturally, Chinese exports were much lower than the
Brazilian ones a few years ago; now, this is no longer true. Since 2007, the
export of Chinese manufactured products has been growing faster than exports
of Brazilian manufactured goods. Lélis, Cunha and Santos (2012) showed that
Chinese exports to Latin America are less concentrated than the Brazilian
exports to the region3’, while Chinese exports corresponded to imports from

Latin America more than the Brazilian exports. In 1996, the rate of additional

3 Take as reference the index of concentration ratio (CR), characterizing which portion of the "n" regions

has in total exported by the Chinese economy. In 1995, the 15 major trading partners of China, excluding
Hong Kong absorbed 60.6% of its exports. In 2010, they accounted for 56.7%. (Own calculations based
on raw data from the Global Trade Information Services).

3 The Chinese HH concentration index shows low concentration (or high deconcentration) of the Chinese
staff in all target markets. However, the post-2008 marks a slight movement of concentration in mature
markets and devolution in other regions. Still, it appears that the HH is less than 1000, in 2010, to all
regions (own calculations based on raw data from Global Trade Information Services).

30 Own calculations based on raw data from the Global Trade Information Services.

37 Concentration index of exports (Herfindhal-Hirschman) of Brazilian exports fluctuated around 1000,
between 1996 and 2008, and reached 1007 in 2008, while the same index for Chinese exports rose from
895 in 1996 to 685 in 2008 (Lélis , Cunha and Santos, 2012).
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trade3® of Chinese exports to Latin America (excluding Brazil) was 47.6, while in
2008 it grew to 58.9. In the same period, the rate of additional trade of Brazilian
exports was, respectively, 56.9 and 50.8. To the authors Chinese exports have
replaced the Brazilians in the region due to its volume-effect and diversification.

Despite its uniqueness, the Brazilian experience echoes the already
voluminous literature that seeks to assess the impacts of China's rise in Latin
America. Lederman, Olarreaga, and Perry (2008), Jenkins (2010), ECLAC-
CEPAL (2011a, 2011b), Phillips (2011), Leao, Pinto and Acioly (2011), Jenkins
and Barbosa (2012), among others, provide an updated review of arguments,
where there is a clear divide between optimists and pessimists. In the first field,
in the Chinese demand for natural resources is identified a source of dynamism
for the region's economies, and in the imports of finished products and
equipment is found the potential for increased well-being and competitiveness
of local producers. Moreover, the establishment of partnerships with Chinese
companies and foreign direct investment originated in the Asian giant would
contribute, respectively, so that Latin American companies could expand their
internationalization as constituent parts of global production networks, and to
finance the balance of payments and infrastructure works. In another field,
even if assuming the potential benefit from Chinese demand, the pessimists
emphasize the risks associated with excessive specialization in production and
exports of natural-resource-intensive products, amid a process of renewed
deindustrialization impetus, particularly in the more diversified economies.
Assuming that there are different effects between rich economies and exporters
of natural resources, especially in South America, and economies linked to the
U.S. market and exporter of labor-intensive manufactures, such as Mexico and
Central America and the Caribbean, it appears that the displacement of
manufactured exports, the diversion of FDI from the region to China and the

return to a dependent and reflex situation would refer to a framework of

"

3 ICTY = 100 - sum (| mik - xij | / 2), where: (i) xij is the participation of good "i" in total exports of the
country "j"; and (ii) "mik" is the participation of good "i" in the total imports of country k. When the
index is zero, no good is exported by the country or imported by another. When the index is 100, the
quantities imported and exported match (Hoekman, Mattoo and English, 2002, Appendix B).
HOEKMAN, B. M.; MATTOO, A. and ENGLISH, P. Development, Trade, and the WTO: A Handbook

‘Washington DC: The World Bank, 2002.
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regressive specialization, equivalent to that criticized by the political economy
from ECLAC-CEPAL (PREBISCH, 1984; FURTADO, 2003) %.

In these frameworks, the Brazilian situation suggests the occurrence of
the two effects, namely, the stimulus to sectors that benefit from Chinese
demand for natural resources and competitive pressures in the industry, as
illustrated earlier (see Chart 3). While the manufacturing industry had an
increase in its external deficit between 2008 and 2011, the primary sector
obtained significant surpluses. Even if the evidence presented in this session
does not support that such behavior is due to commercial links between Brazil
and China, one cannot ignore this possibility. The international literature has
pointed to evidence in this direction, where the competition with Chinese
exports displaces their rivals from the main markets and exacerbate the loss of
dynamism in industrial production (GREENWAY; MAHABIR; MILNER,
2008; GIOVANNETTI; SANFILIPPO, 2009; WOOD; MAYER, 2010;
JENKINS; BARBOSA, 2012; LELIS; CUNHA; SANTOS, 2012).

From the standpoint of international trade, while China has moved
from a participation equivalent to the Brazilian in exports of goods in the early
1980s, about 1.5% of world total, to more than 10% after 2010, Brazil dropped
to less than 1% in 1990, resuming that level only at the end of the first decade
of the 21t century. In a broader perspective, Latin America's share has
fluctuated around 7% in the last four decades, a period of strong Asian
ascension (see section 2). This situation worsens inasmuch as the export basket
returned its focus on primary products for the whole region. In 2010, 54% of

regional exports were of primary products, as seen in Chart 5.

3 For an update of concepts and their application to the Brazilian case see, among others, Coutinho
(1997) and Jayme Jr. and Rezende (2009).
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Chart 5 — Structure of Exports in Latin America, 1970-2010 (%)

100,0 -

89,2
90,0 -
80,0
70,0 -
60,0 - 54,1
50,0 -
40,0 -
45,9
30,0 1
20,0
10,0
10,8
0,0 +—————— — : —
O N M N OMNOWODNDO A ANMT L OMNOKNODO AN MST L OMNOWWONDO dANMSTLW ONKOO
SIS IS IS IS IS IS IS IS TS 00 00 00 0 0 0 ®WOWOHh DDA DDNDDNDNDNNDO OO0 000000 O o
DD DDA NDNO OO OO OO0 O O OO
[ R R R R R R R i s o o o R IO ESESESESISESESE SR SR SR

=== Produtos Primarios == Produtos Industrializados

Source: ECLAC's Statistical Yearbook 2011.

The trade with East Asian countries is particularly intensive in natural
resource exports (Chart 6). Countries like Brazil and Mexico have had in
regional markets, in the U.S. and middle-income countries, the main
destinations for exports of manufactures. It is precisely in these markets that
Chinese competition has intensified, particularly in the post-global financial
crisis (CUNHA ET AL., 2011; LELIS; CUNHA; SANTOS, 2012).

Chart 6 - Structure of Exports in Latin America by Major Destinations, 2008-
2010 (average %)
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It is true that this more general framework needs to be detailed,
inasmuch as various regional economies are structurally dependent on the
production and export of commodities, being the case of Argentina, Chile,
Colombia and Venezuela, among others (Chart 7, panel A). In turn, Mexico and
Brazil (Chart 7, panel B), which were able to, throughout their industrialization
efforts, diversify their production and export structures, experienced in the
recent cycle of high commodity prices, partly due to Chinese demand, an
increasing trend in the relative share of natural resource-intensive products.
According to ECLAC-CEPAL (2011a, 2011b), in both sets of economies, one can
see, as a result of greater trade ties with China and the impacts of the Chinese
rise on the global economy, a specialization in a few products, usually non-

processed natural resources (table 4).

Chart 7 — Exports of Primary Products in Selected Economies, 1970-2010 (% of
total exports)
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Souce: CEPAL - ECLAC's Statistical Yearbook 2011.

Thus, Table 4 reinforces the perception of deterioration in the quality of
bilateral trade, in which China starts to buy products featuring the lowest
possible degree of processing and to export increasingly sophisticated
manufacturing, reproducing the classical picture of North-South trade criticized

by Prebisch (1984) and Furtado (2003).
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Table 4 - Structure of Bilateral Trade between Latin America (excl. Mexico)

and China, 1990-2008 (%)

Exports Imports
1990 2008 1990 2008
Primary Products 29,2 72,1 42,8 2,4

Manufactures Products Intensive in 17,5 6,8 25,2 22,9

Natural Resources and Labor

Other Manufactures 53,3 21,0 31,9 74,7
Total 100,0 100,0 | 100,0 100,0
Source: ECLAC-CEPAL - Overview of the international insertion of Latin America and the Caribbean
2008-2009.

Finally, closer trade ties have produced a new phenomenon in Brazil
and other Latin American economies: their business cycles are increasingly tied
to the Chinese cycle. Cunha et al (2011) show that the cycles in Brazil are
increasingly correlated with China and Argentina, and less related to the United
States. This synchronization can be explained by trade and is associated with a
pattern of business that Brazil tends to specialize in the production and export
of natural resources. Calderon (2008) ¥ found similar results when studying
cyclical convergence between the countries of Latin America, India and China.
In turn, Cesa-Bianchi et al. (2011) showed that due to the channels of commerce
the long-term impact of a shock of China's GDP over the Latin American
economies have tripled since the mid-1990s, while the long-term impacts of a
shock of U.S. GDP decreased by half. The Inter-American Development Bank
(IDB) also considers that the pace of adjustment of the Chinese economy will
bring non-negligible impacts to Latin America. By transiting from an aggregate
level of investment of 46% to 48% of GDP to a standard between 30% and 35%
of GDP, the rebalancing of the Chinese standard of growth will affect
commodity prices and, therefore, the performance of countries that are

producers and exporters of natural resources (IADB, 2012). The IDB simulates

40 Op. cit.
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several scenarios in which the pace of slowdown in Chinese growth produces
contraction effects in the region, with different levels of depth?!.

Finally, we must consider that Chinese growth has entered a new stage:
after becoming a major destination for foreign direct investment in the 1990s
and 2000s, China has become an important exporter of capital in the form of
FDI, particularly after 2005. Energy and diverse natural resources industries
have been prioritized, as well as countries that are characterized by the relative
abundance of those products and that are located in Asia, Africa, Latin America
and the Middle East.

Based on data from official sources and independent researchers
(SALIDJANOVA, 2011; ECLACL-CEPAL, 2011a; 2011b), it is possible to
assume that the accumulated volume of foreign investments originated in China
exceed US$ 200 billion between 2005 and 2010. While the overall volume of
FDI lost dynamism after 2008, Chinese investment accelerated, signaling the
fact that the global financial crisis has opened the prospect of acquiring
strategic assets. To evaluate the type of geographic targeting of Chinese
investments, chart 8 reports the regional intensity index (RII), 42 calculated in
analogy to the traditional indicators of trade intensity. An index greater than 1
indicates that the region receives more investments with higher relative
intensity, that is, it is more important for the Chinese economy than for the
combined economies of the world. Through this indicator, the Chinese
investment is between two and three times more intense in Latin America,
Africa and the Middle East than that verified in all the economies in the world.
Indicators were calculated considering two clusters: China and China + Hong

Kong.

4 In summary: “A second risk to global economic prospects is growth in the Chinese economy. For many
years, rapid credit growth has fueled China’s high investment rate, which will surely decline over the
medium term; the question is whether this will be with growth falling mildly or a swifter deceleration.
Given China’s increased importance in global trade, a faster deceleration in China would affect world
growth, thereby impacting Latin America and the Caribbean. Moreover, given the high commodity
intensity of the economy, Chinese growth is important for maintaining relatively high commodity
prices.” (IADB, 2012, p. 7).

2 1IR = Rij/Riw. Where: Rij represents the participation on “I” region in total investments originated in
the "country j"; RIW is the participation of the same region in global investments.
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Chart 8 — Index of Regional Intensity of Chinese Investment, 2005-2011 *
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For the case of Latin America, ECLAC-CEPAL (2011a, 2011b)
indicates cumulative investments of US$ 7.3 billion in the 1990-2000 period,
US$ 15.2 billion in 2010 and US$ 22.7 billion for the post-2011 period. As
important as the amount involved is realizing its expansive dynamic. After the
2008 crisis, China seeks to transform its financial state and corporate powers in
terms of the acquisition of strategic assets, especially if providers of future

access to the supply of natural resources or markets.

4. Final remarks

This paper began with a brief review of the discussion on the determinants of
the different performances of the peripheral economies over the past decades,
period during which the Asian countries, in successive waves, increased their
participation in the most dynamic market circuits of the global economy. At the
same time, the main Latin American countries, despite the recent improvement
in performance, showed a loss of participation in product, industrial production
and international trade. The external debt crisis in the 1980s questioned the
development model led by State, which led to a reversal of paradigm towards
the liberalizing adjustment of the 1990s and 2000s. During this period, the
advance of the techno-productive and the subsequent demand for more

sophisticated technological, human and institutional inputs made more difficult
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the efforts of Latin American countries to reverse the low growth of investment,
productivity and income.

The acceleration of growth and improvement in macroeconomic
conditions only came after 2003, largely as a response to increased demand and,
thus, prices of commodities, benefiting the countries that produce and export
natural resources. This dynamic has been determined, among other things, by
the strong growth in emerging economies, especially China. In one generation,
about one third of humanity has been incorporated into global processes of
production and trade. Hundreds of millions of Asian farmers migrated from the
countryside to the cities in a massive, deep and fast process of urbanization and
industrialization?3. The impact on international prices of raw materials was felt
in the post-2002 high cycle, while manufacturing and services from China, India
and their neighbors helped to maintain stable or decreasing prices.
Consequently, natural resource-exporting countries and importers of industrial
products experienced a favorable shock in terms of trade, with positive effects
on external accounts and, in some cases, on public accounts (IADB, 2012;
ECLAC-CEPAL, 2011a, 2011b).

In this context, the literature about the impacts of China's rise has
emphasized that the increase in demand for natural resources would ensure an
export-led growth dynamic in peripheral regions in which those abound.
Moreover, China has become an important source of capital, through
investment of its companies, financing from official banks and other forms of
resource transfer. The high competitiveness of its manufacturing would
contribute to the increase in the welfare of the importing countries, both by
consumers hungry for cheaper consumer goods and companies requiring capital
goods, industrial inputs and, potentially, participation in global production
networks focused on China.

In a less optimistic view, other studies point out that the specialization
in production and export of natural resources is usually associated with low
levels of long-term growth, concentration of income, wealth and power, weak

and poorly democratic institutions, and corruption, among other problems.

4 To put that in perspective, China is urbanizing at a rate of 1% of the population, which now amounts
to 13 million people, to put it in perspective, two cities of Rio de Janeiro.
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Furthermore, they stress that the strengthening of the manufacturing industry
is at the explanatory center of sustained processes of growth and inducers of
virtuous changes in productive structures and in their respective societies. Thus,
the industry would be the bearer of enhancing properties of expansion in income
and production efficiency. In contrast, deindustrialization, especially when it
occurs early, in countries that have not yet reached the highest levels of income
per capita, would largely explain the loss in dynamism of the middle-income
economies of the capitalist periphery, especially in Latin America.

The evidence presented here suggests that China's rise, for the case of
Latin America, in general, and Brazil in particular, introduces a vector of risk
and opportunity that tends to be biased for the first dimension. The
opportunities opened up by the production and export of natural resources and
attraction of investments associated with these production complexes has been
important in the recovery. However, there is not, yet, strong evidence of a
structural reversal in the trend of deterioration in the terms of trade, or lower
volatility in commodity prices. Even smaller evidence that price and income
elasticities of natural resources —intensive products have changed, to avoid the
problems noted by Thirlwall and Prebisch (JAYME JR.; REZENDE, 2009),
that is, the possibility of structural imbalances in balance of payment insofar as
the the growth of domestic and international income produces a greater increase
in imports (manufacturing) than exports (commodities). Likewise, exceptions
are still countries that were able to avoid the problems associated with the so-
called "natural resource curse".

With increasingly intense trade channels between China and Latin
America, the countries in the region have become more sensitive to cyclical
movements in the economy of the former. The global financial crisis, by causing
a reduction in income growth in mature economies, led policy makers and
Chinese companies to seek to further diversify their exports. The impressive
growth of China in recent decades has been focused on investment and exports.
Despite intentions to reorient the model, toward a greater importance of
domestic demand, this adjustment will not occur in a stable way in a short
period of time. The need to maintain jobs, growth at relatively high levels and,
consequently, an environment of social and political stability is the central
concern of the Chinese political leadership. These elements and the evidence

presented here and in the related literature suggest that, after 2008, the Chinese
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presence in Latin American markets and other peripheral regions has
intensified, displacing Brazilian exports, especially manufacturing, which may
be contributing to the density loss in industrial production.

If, in the political and strategic field, experts point to the possibility
that Brazil and China consolidate a South-South partnership that is able to, in
the context of a reordering of the international system, strengthen the position
of the peripheral nations (HART, 2010; ALTEMANI DE OLIVEIRA, 2010;
HAIBIN, 2010; VISENTINI, 2011), in the economic field, which is not isolated
from the others nor will cease to affect domestic and foreign policies of both
countries, there seems to be a crystallizing relationship of the North-South
type. In the Brazilian perspective, without a coherent and robust development
strategy, it will be difficult to avoid a regressive process of specialization and
over-exploitation of natural resources, with the potential compromise of the
main assets of the country: its wide range of biodiversity and natural resources,
the size of its domestic market as a basis for expansion of domestic production,
and a relative political and institutional stability. More severely, the incipient
economic and social recovery of the country may be aborted.

Following the reasoning of Castro (CASTRO;CASTRO, 2011), Brazil
needs to reinvent its development strategy, advancing on the countercyclical
policies adopted after 2008. Thus, the State has a decisive role, and its policies
should enhance the positive dimension of stimuli originated in the new
international order and, where possible, try to neutralize the risks of its negative
side. In this sense, it is important (i) to reorient macroeconomic policies to
maintain income and employment growth; (ii) to control the exchange rate and
capital flows to reduce the impacts of external turbulence; (iii) to effectively
manage resources from exports of natural resources, particularly with the
country's new status as a producer of oil, to minimize the effects of "Dutch
disease" and ensure the financing of public investments; (iv) to improve the
distribution of income, invest in human capital and reduce social differences; (v)
to implement robust and sustainable development policies to reduce
infrastructure bottlenecks, increase the competitiveness of local industry,
increase levels of investment and, especially, preserve the environment and

biodiversity of the country.
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This article aims to contribute to the ongoing debate, insofar as it is far
from clear that the net result of the greater Sino-Brazilian interaction will be
positive for the country*, particularly when one realizes the lack of a
development strategy that addresses the deep transformations derived from

China's rise.
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ABSTRACT

This paper assesses how China’s rise as a global power has affected Latin
America, in general, and Brazil, in particular. If the global economy will increasingly be
Asian-centered and Sino-centered in the decades to come, we must ask which role will be
reserved for Latin American countries. We argue that, despite the intentions of a re-
orientation in its growth model, the response of the Chinese policymakers to the
international financial crisis has reinforced, at least in the short and medium terms, the
dependence on exports and investments. Considering the sluggish recovery in advanced
economies, that strategy is likely to amplify Chinese pressures to access dynamic
domestic markets in emerging countries. In this context, Latin America represents not
only a source of natural resources but an increasingly important market for absorbing
the Chinese manufactured products. As a consequence, countries such as Brazil, with
more diversified production and international trade structures, might experience a
regressive pattern of specialization, which might trigger protectionist reactions and
other tensions on bilateral relations with China.
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1. INTRODUCTION

The global economy is going through significant change. An important part of
this transformation involves the rise of dynamic emerging countries such as
Brazil, China, India, Russia and South Africa. Indeed, one could argue that it
was precisely the recognition of the economic relevance of these countries that
resulted in the creation of the term BRIC — which with the entry of South
Africa officially added an ‘S’ to the group’s name.! Specifically, Jim O'Neill, in
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(Russia, India, China and South Africa)

his article entitled Building Better Global Economic BRICs (2001), drew
attention to four emerging economies that, according to scenario projections,
would show accelerated growth in the following decade. In practice, more than
a term to refer to ‘developing countries’, the BRICS have become a category of
analysis, being considered candidates to play a role of growing importance in
the international arena. (BAUMANN et al, 2010; O'NEILL, 2001).

Considering the most recent international scenario, it appears that the
international crisis initiated in 2008 has been contributing to further accentuate
the position of emerging economies, to the extent that, in general, these
countries have experienced lighter real and financial impacts than the advanced
economies, recovering their previous growth paths with relative brevity. As a
result, the G-8 lost its reputation to the G-20, which led the coordination
project for international policies, bringing countries like Brazil, Argentina and
Mexico to the negotiation table at which decisions are made to define the future
of the international system. Therefore, a new scenario is being consolidated in
the international economy — the “new normal” —, in which less dynamic
industrialized economies and more dynamic emerging ones suggest a new
international division of economic and political power (EL-ERIAN, 2008;
GROSS, 2009; SPENCE, 2009; CANUTO;GIUGALE, 2010).

Having these recent changes in the international arena as a backdrop,
this paper aims to explore the interfaces between the political and economic
process of emergence of the BRICS and the dynamics of trade in goods in the
period following the global financial crisis. Our main hypothesis is that the
prolongation of the crisis effects in the central economies tends to accelerate the
previous trend of empowerment of emerging countries, which is expressed also
in the international trade. The text is divided into four sections. Following this
introduction, the second section presents an overview on the general
characteristics of the economies of these four trade partners in analysis,
especially in regard to the consequences of the international crisis in each of
them. The subsequent section aims to summarize the peculiarities of bilateral
trade relations and to analyze trade flows in the period 2000-2011 as well.

Finally, some concluding remarks are made.

170

Austral: Brazilian Journal of Strategy & International Relations | v.1, n.2, Jul/Dec 2012



André Luiz Reis da Silva, Luiza Peruffo

2. BRICS: CHARACTERIZATION AND DEVELOPMENT IN A RECENT
INTERNATIONAL CRISIS SCENARIO
Aside from the fact that they represent economies with potential and growing
role in the international system, Brazil, Russia, India, China and South Africa
have several individual peculiarities. The purpose of this section is to elucidate
some important aspects in this regard, both in terms of size of these economies
and of their dynamism, particularly in the context of the international crisis.
Firstly, it is worth noting the demographic weight of the BRICS, as
Brazil, Russia, India and China are among the ten most populous countries in
the world. Besides, each India’s and China’s populations are estimated at over
one billion people. At the same time, the geographical dimension of the BRICS

is also remarkable, since the same four countries are among the ten largest in

the world (see Table 1).

Table 1. General Data

Population Area

Countries People World km? (million) World

(million) Ranking Ranking
Brazil 203 5th 8.5 5th
Russia 138.7 9th 17.1 1st
India 1,189 2nd 3.3 Tth
China 1,336 1st 9.6 4th
South 49 25th 1.2 25th
Africa

Source: The CIA World Factbook. July 2011 population estimates

Considering the Human Development Index (HDI), from the five
countries under analysis, two are classified as high development countries and
three as medium development ones. According to the Human Development
Report published in 2011 by the United Nations, Russia is, among the BRICS,
the country in the highest position in the ranking: 66" (HDI of 0.755). Coming
in second, Brazil is in the 84™ position (0.718), one position higher than the
previous year. Classified as medium human development countries are China
(101st place, HDI of 0.687), South Africa (1234 place, HDI of 0.619) and India
(134t place, HDI of 0.547). It is worth mentioning that, from 2006 to 2011,
China climbed six positions in the ranking, Brazil went up three, India, one,

and, on the other hand, Russia and South Africa dropped one.
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Since 2001, when the term was created, the evolution of the role of the
BRICS in both international economy and political arena is remarkable.
Indeed, over the past decade, Brazil, Russia, India and China have contributed
with more than a third of the world’s GDP growth and today they account for
almost one quarter of world’s economy, compared to a sixth in 2001 (in terms of
Purchasing Power Parity — PPP). In addition, according to projections by
Goldman Sachs (2010), the BRIC group (without South Africa) will exceed the
U.S. economy in 2018.2

According to WTO and IMF data3, China's GDP at PPP in 2010 was
estimated at over USD 10 trillion (5.9 trillion in current dollars), ranking as the
world's third largest economy, only behind the European Union and the United
States. China's real GDP grew 11% on average per year from 2005 to 2010,
growing by 9% in 2009. In turn, India emerged as the world's fifth largest
economy in 2010, with its GDP at PPP estimated at USD 4.2 trillion (1.7
trillion in current dollars). The Indian economy also underwent exceptional
growth, at a 9% rate, in the 2005-2010 period, growing at such rate even in
2009. Russia ranks as the world's seventh largest economy, with its 2010 GDP
at PPP estimated at USD 2.8 trillion (1.5 trillion in current dollars). Unlike
Chinese and Indian performances, the average growth rate of Russian economy
was only 3% between 2005 and 2010, falling 8% in 2009, but resuming its
growth in 2010 (at 4%). Brazil ranked in the ninth position, having its 2010
GDP at PPP estimated at USD 2.2 trillion (2 trillion in current dollars).
Similarly to Russia, Brazil grew on average 4% annually between 2005 and
2010, with a 1% drop in 2009 and a 7% growth in 2010. Finally, South Africa,
which appears as the world's 26! largest economy, has a GDP at PPP estimated
at USD 524 billion (363 billion in current dollars). Between 2005 and 2010,
South Africa has grown at a 3% average rate per year. Growth fell 2% in 2009,
but showed positive growth again in 2010, of 3%.

2 Available at:
January 2012.
3GDP data obtained at Trade Profiles OMC, updated in October 2011. Available at:

: . 5 le/WSDBCountryPFHome.aspx?Language=E. GDP ranking is from
CIA Wor]d chtbooA, 2011, available at: https://www.cia.gov/library/publications/the-world-
factbook/geos/ch.html. Last access: January 2012.

. Last access:
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In international merchandise trade, in 2010, the BRICS accounted for
16.3% of the world's exports and 14.6% of the world's imports, according to the
WTO.* Namely, excluding intra-EU trade, China was the world's second largest
exporter — accounting for 10.4% of exports — and the third largest importer —
accounting for 9.1% of world imports.> Among the BRICS, Russia ranks in the
second place, being the seventh exporting country (2.6% of world exports) and
the 12th largest exporter (1.6%). In the third position comes India, which in
2010 was the 14t largest exporter (1.4% of world exports) and the eighth
largest importer (2.1%). Brazil is in fourth place, as the 16" largest exporter
(1.3%) and the 14" importer (1.2%) in 2010. Finally, South Africa, whose
participation in international trade is much lower than that of the other
countries of the group, occupied the 25 position in the ranking of exporting
countries (0.5%) and the 2274 between the importing countries (0.6%).

In 2009, China surpassed Germany as the world's biggest exporter and,
in 2010, overtook Japan as the second largest economy.% In fact, since the late
1970s, China has been experiencing an intense process of modernization of its
economy, as well as of integration to international flows of trade and
investment, which has been generating a profound transformation of its socio-
economic reality with equally important reflections in the political and
economic international order. In 1978, 82% of the population lived in rural
areas, 40% of production and 70% of employment were originated in the
primary sector. However, in 2009, this scenario was reversed. In addition to a
39% population growth in this period, 44% were then living in the city. In this

new scenario, typically urban economic activities began to account for most of

Trade Profiles wTo, updated in October 2011. Available at:
http://stat.wto.org/CountryProfile/ WSDBCountryPFHome.as
2012.

5> Ranks in world trade of merchandise are defined referring to the EU (27) as one trader (i.e. excluding
individual EU (27) members). If we consider European Union (EU (27)) members as individual traders,
China was in the first place in the ranking of world exporters and in the second in the ranking of world

x?Language=E. Last access: January

importers in 2010.
¢ The first world’s largest economies ranking aforementioned considers the EU as a bloc, placing China in
third.
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the production — industry for 49% and services for 40% — and employment —
industry for 27% and services for 33%.7

Still, according to the World Bank, China is considered an upper
middle-income country, with a per capita income estimated at USD 4,260,
lower than world’s average. It is worth noting that China has the second largest
number of poor consumers in the world, only behind India, so that the
reduction of poverty in the country remains a key challenge.®

Amidst the international financial crisis, China has reduced its growth
rate, especially due to lower foreign demand for Chinese products.
Notwithstanding, strong fiscal incentive and credit expansion contributed to
counteract the effects of the crisis by ensuring a growth between 9% and 10%
after 2008, below the average performance of 12% per year in the 2003-2007
period. For 2011, the International Monetary Fund (IMF) forecasts that China's
real GDP will grow 9.6% and will remain at an average rate of 9.5% over the
next five years.?

However, China has been facing inflationary pressures — in part as a
reflection of its current account surplus — as well as problems with the local
government debt, which increased due to stimulus policy.!® Thus, among the
measures to combat inflation, the Chinese government continues to make policy
changes, including the liberalization of Yuan exchange regulations, to

encourage Chinese investors and companies to invest abroad.!!

" Data presented here has been obtained at the National Bureau of Statistics of China, at its “China
Statistical Yearbook 2007 (http://www.stats.gov.cn/tjsj/ndsj/2007/indexeh.htm, collected in February
2009), at the “The Key Indicators for Asia and the Pacific 20107
(http://www.adb.org/Documents/Books/Key Indicators/2010/Country.asp, last access in November
2010), in Naughton (2007), Wu Jiglian (2005), and at the World Bank database
(http://data.worldbank.org/country/china, last access in November 2010).

SWORLD BANK. China Overview, 2011, available at:
http://www.worldbank.org/en/country/china/overview and World Development Indicators 2010, special
China table, available at: http:/data.worldbank.org/country/china. Last access: December 2011.
‘MORRINSON, Wayne M. Congressional Research Service - China’s Economic Conditions, 2011.
Available at: http://www.fas.org/sgp/crs/row/R1.33534.pdf. Last access: December 2011.

10CTA World Factbook, 2011. Available at: https://www.cia.gov/library/publications/the-world-
factbook/geos/ch.html Last access: December 2011.

UWHITE AND  WILLIAMS, China's Economy in 2011, 2011.  Available at:
http://www.whiteandwilliams.com/resources-alerts-9.html. Last access: December 2011.
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Similarly to China, India has also wundergone significant
transformations, being no longer a closed economy and integrating the
international scenario since the economic reforms in the country in 1991.
Currently, the Indian economy is characterized by liberal trade and foreign
investment policies and by a prominent role in the private sector and by
deregulation as well.

During the last decade, India has witnessed rapid economic growth,
emerging as the fifth largest economy in terms of purchasing power parity.!? It
is noteworthy that, despite high GDP growth rates in the period before the
eruption of the crisis in 2008, the Indian economy had been slowing down since
2006, partly due to the Reserve Bank of India (RBI) priority of reducing
inflation. Nonetheless, since September 2008, the RBI has radically changed its
main concern in order to ensure the country's economic growth. In accordance
with Nassif (2010), the fact that India responded with fiscal and monetary
policies in a more rapid and intense manner than Brazil did, for example, was
decisive for the economy to not only avoid a recession, but also reestablish a
growth trajectory — estimated at over 9% of real GDP in 2009. In this sense,
unlike Brazil, which entered into recession in 2009 (real contraction of 0.2% of
GDP), India was the second least affected country by the international crisis,
second only to China.!3

Indian growth has been led by the services sector, which accounted for
almost 56% of GDP in 2008/2009, against 34% in 1970/71.1* During the same
period, manufacturing also grew, changing its share in the GDP from 22% to
26%. In contrast, agricultural growth remained slow and erratic and dependent
on the weather, especially among small farmers, and its participation in the

composition of GDP declined from 44% to 18% in this period.!'>

12Available at: https://www.cia.gov/library/publications/the-world-

factbook/rankorder/2001rank.html?countryName=China&countryCode=ch&regionCode=eas&rank=3#c
h Last access: January 2012.

BNASSIF, André. BI‘dSI[ e India frente a crise econémica g[obd] BNDES 2009. Achlable at:

TD- 110 pdi LdSt access: Aprll 2011.

14 Indian fiscal year starts in April and ends in March.

BErnest & Young. Doing Business in India. Gurgaon, 2010, p. 19. Available at:
http://www.ibef.org/download/Doing business in India 240510.pdf. Last access: April 2011.

175


https://www.cia.gov/library/publications/the-world-factbook/rankorder/2001rank.html?countryName=China&countryCode=ch&regionCode=eas&rank=3#ch
https://www.cia.gov/library/publications/the-world-factbook/rankorder/2001rank.html?countryName=China&countryCode=ch&regionCode=eas&rank=3#ch
https://www.cia.gov/library/publications/the-world-factbook/rankorder/2001rank.html?countryName=China&countryCode=ch&regionCode=eas&rank=3#ch
http://www.bndes.gov.br/SiteBNDES/export/sites/default/bndes_pt/Galerias/Arquivos/conhecimento/td/TD-110.pdf
http://www.bndes.gov.br/SiteBNDES/export/sites/default/bndes_pt/Galerias/Arquivos/conhecimento/td/TD-110.pdf
http://www.ibef.org/download/Doing_business_in_India_240510.pdf

The impact of the International Crisis on Brazil’s trade with the other BRICS

v.1, n.2.Jul/Dec.2012
(Russia, India, China and South Africa)

Regarding foreign trade, it is worth mentioning that Indian trade flow
grew substantially after 2002, reaching USD 539 billion in 2010. The biggest
growth was due to increased imports, which resulted in a growing negative
balance of trade. More specifically, between 2000 and 2009, exports of goods
and services rose strongly, at an average rate of 16%, despite the drop of 7% in
2009. In the same period, imports grew at an average rate of 19%, even with a
reduction of 7% in 2009.16

According to the WTO!7, this rapid economic growth has contributed to
the improvement of social indicators, including the decline in child mortality,
improvement in sanitation and access to clean water, reducing the percentage of
the population living below the poverty line and increasing literacy rates. At
the same time, India still faces some major problems such as unemployment,
underemployment and deficiencies in the infrastructure sector, particularly in
terms of transport and electricity. All these bottlenecks constitute major
obstacles for the country to maintain its current growth rate, as well as to
achieve the substantially higher growth rates that the government aims.!8

Another economy that has emerged in the beginning of the 21 century
due to its economic dynamism is Russia.! After a period of high instability in
the years that followed the end of the Soviet Union, culminating in the external
debt moratorium in 1998, the economic scenario has changed radically. Between
1999 and 2008, Russia’s GDP grew, on average, 6.8% per year, there was a
moderate recovery in aggregate levels of investment, a significant expansion of

the surplus generated by international trade, which has reflected positively on

16See World Trade Organization, Trade Profiles 2010. Available at:
http://www.wto.org/english/res e/booksp e/anrep e/trade profilesl0 e.pdf. Last access: April 2011.
"GDP data obtained at Zrade Profiles OMC, updated in October 2011. Available at:
http://stat.wto.org/CountryProfile/ WSDBCountryPFHome.aspx?Language=E. GDP ranking is from
CIA  World Factbook, 2011, available at: https:/www.cia.gov/library/publications/the-world-
factbook/geos/ch.html. Last access: January 2012.

18 World Trade Organization, “Trade Policy Review — India: Report by Secretariat”. Geneva, 2007.
Available at: http://www.wto.org/english/tratop e/tpr e/tp283 e.htm. Last access: January 2012.

19The presented data was collected at: (i) World Bank (http:/data.worldbank.org/country/russian-
federation, last access in October 2010); (i1) CIA World Factbook
(https://www.cia.gov/library/publications/the-world-factbook/geos/rs.html, last access in October 2010);
Russian Federation at Glance — World Bank (http:/www.worldbank.org/en/country/russia/overview)
Home > Countries > Europe and Central Asia > Russian Federation > Overview > Country Brief >
Russia Country Brief, last access in October 2010).
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indicators of external vulnerability as well as on the public sector solvency. It is
worth noting that Russian economy's boom can be linked directly to the cycle
of rising international prices of energy commodities, among which we point out
coal, oil, natural gas, wood. The oil sector, which represents approximately 15%
of Russian GDP and accounts for a quarter of its exports, led the boom seen in
the 2000s and contributed to the fiscal recovery of Russian economy. Exports
grew, on average, 16% per year between 1995 and 2008, from USD 83 billion to
USD 468 billion. Imports showed similar growth, expanding at a rate of 15%
per year, reaching USD 293 billion in 2008, against USD 63 billion in 1995. The
balances of trade ensured the generation of significant current account surpluses
of around 10% of GDP, considering the average for the 1999-2008 period. The
strong accumulation of international reserves reversed the external
vulnerability framework present in the period before the 1998 financial crisis.

Thus, before 2008, the Russian economy gave clear signs of
overheating. In late 2007 and early 2008, GDP grew at a rate of 8% per year
and domestic demand at 15% per year, led especially by the recovery in
investment levels and the maintenance of robust expansion in consumption.
However, this high growth began to change with the deepening of the
international financial crisis.

In fact, in 2009, GDP showed a negative variation of 8% — the biggest
drop among the G20 countries — with a sharp contraction in domestic and
foreign demand, mainly reflecting the fall in international prices of oil and other
commodities. The interruption of external capital flows put strong pressure on
the domestic financial system. The fiscal situation also deteriorated, reversing
the pre-crisis surplus position of about 5% of GDP to average deficits between
5% and 6% of GDP in 2009-2010. In the following year, GDP grew by 4%, and
the current IMF projections point to expected variations of 4.8% and 4.5% in
2011 and 2012, respectively.20

According to Guriev and Tsyvinski (2010)2!, despite high growth rates
between 1999 and 2008, Russia has failed to solve many important problems in

20See: IMF  World Economic  Outlook, April 2011, table 1.1. Available  at:

http://www.imf.org/external/pubs/ft/weo/2011/01/index.htm. Last access: April 2011.
21Available at: http:/www.piie.com/publications/chapters preview/4976/01iie4976.pdf. Last access:

January 2012.
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the country, especially those relating to corruption and dependency on
commodity exports. To these authors, the post-crisis period will be very
difficult for Russia, for both external and internal reasons. Lower global growth
will probably reflect in lower oil prices in relation to the pre-crisis period, but
certainly in lower growth rates in oil prices, which will definitely influence the
slower growth of the country. Still according to Guriev and Tsyvinski (2010),
future growth will equally depend on the construction of political and economic
institutions that ensure property rights, reduce corruption and guarantee the
enforcement of contracts and competition.

The Republic of South Africa is one of the major economies in the
African continent, having officially joined the group in April 2011, at the
BRICS leaders meeting in Sanya, China. In 2009, per capita income in South
Africa was USD 6,090 in current values, and USD 10,360 at PPP.22 Economic
activities are relatively diversified, with services and manufacturing
representing respectively 66% and 17% of the national income.?? Despite its
modest contribution to the GDP — 3% — agriculture remains an important
activity, as it absorbs a large share of unskilled labor force. In addition, despite
efforts to improve social welfare, about 43% of the South African population
lives below the poverty line of USD 2 per day, according to 2006 data.?*

Despite high unemployment, low domestic savings, low investment and
large current account deficit, South Africa was reaching good economic results.
This trajectory, however, was interrupted by the global financial crisis,
triggering the first recession in 17 years. Namely, the income of the country
contracted 2% in 2009, the activities of agriculture, mining and manufacturing
declined, foreign trade tightened, the household debt widened, inflation

accelerated and the crisis in the country's energy supply system resulted in

22 See: http://data.worldbank.org/country/south-africa. Last access: December 2011.

2See: http://data.worldbank.org/country/south-africa. Last access: December 2010. Average values for
2005-2009. Total industry accounted for 31% of income, 17% originated in the manufacturing industry
and 14% in the extraction industry.

#World Trade Organization, “Trade Policy Review — SACU members (Botswana, Lesotho, Namibia,
South Africa and Swaziland: Report by Secretariat”. Geneva, 2009, p. 281 and 282. Available at:
http://www.wto.org/english/tratop e/tpr e/tp322 e.htm. Last access: December 2011.
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blackouts. Resulting political tension was so huge that Thabo Mbeki, then
president of South Africa, resigned in late 2008.2>

Nevertheless, real GDP growth recovered in 2010 (3%), although this
rate remains clearly below potential, estimated at around 4% per year for South
Africa.?® A wide recovery was mainly driven by renewed global demand for
commodities and by the costs related to the 2010 World Cup, as well as by the
revival of the automotive industry and the increase of demand for chemicals.??
According to the WTO evaluation?®, solid fiscal and monetary policies, a well
regulated financial system and prudential limits of foreign investment helped to
limit South Africa's exposure to the crisis. In addition, the country's low public
debt facilitated the access to global financing, allowing the government to
expand their own spending on areas such as infrastructure and social services.

However, unemployment and poverty remain latent problems in the
country, in addition to the shortage of electricity supply, threatening growth
prospects in the short term. For growth to be sustainable, South Africa needs to
deal with structural issues, such as poor education, which contributes to
endemic poverty, inequality and a gap in capabilities, which, in turn,
contributes to high levels of unemployment among the poor and unskilled
segments of society. The economic impacts of AIDS and crime also pose a major
bottleneck to growth.

To sum up, the main results of the development of the BRICS countries
in the last decade should be more evident in the coming years. As the Goldman
Sachs (2010) report points out, income growth in these countries will create a

new and massive middle class — defined as those with annual income between

% Africa Can...End Poverty, World Bank blog. Available at: http://blogs.worldbank.org/africacan/the-
impact-of-the-financial-crisis-on-south-africa. Last access: December 2011.

2AEO - African Economic Outlook. South Africa Overview, 2011. Available at:
http://www.africaneconomicoutlook.org/en/countries/southern-africa/south-africa/. Last access:
December 2011.

2"WORLD BANK. South Africa: Country Brief, 2010. Available at:
http://web.worldbank.org/ WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/SOUTHAFRICAEXT
N/0,.menuPK:368086~pagePK:141132~piPK:141107~theSitePK:368057.00.html. Last access:
December 2011.

2World Trade Organization, “Trade Policy Review — SACU members (Botswana, Lesotho, Namibia,
South Africa and Swaziland: Report by Secretariat”. Geneva, 2009, p. 288. Available at:
http://www.wto.org/english/tratop e/tpr e/tp322 e.htm. Last access: December 2011.
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USD 6,000 and USD 30,000. This middle class growth will be led by the two
most populous countries in the world, China and India, changing the patterns of
global demand. Consequently, it will probably impact the types of products
imported by the BRICS, with a likely fall in imports of products with low added
value and an increase of products with high added value such as cars, office
equipment and technology.?

It is worth highlighting that for these remarkable rates of growth to be
maintained in the coming years it will be necessary to accelerate investment in
infrastructure. Indeed, this type of investment has direct impacts on growth,
increasing productivity by allowing the economy to produce more with the
same amount of capital and labor. Moreover, improvement in infrastructure
also generates indirect positive effects, such as attraction of foreign investment,
international trade stimulation, improvement in health and education
indicators, and reduction of income disparities (GOLDMAN SACHS, 2011).30

For Goldman Sachs (2011), while the large public investment projects
in the BRICS seem to be encouraging, they are still insufficient to also attract
private capital. Namely, China and India exhibit higher infrastructure growth
rates, although they still have a very low level as a standard. In addition,
infrastructure in Brazil is relatively underdeveloped and does not have the same
growth rates. Russian infrastructure is far more advanced than the others', due
to high investments during the Soviet Era, although much of it is harmed due
to lack of maintenance. Currently, despite notable improvements in most
industries, investment in infrastructure is still insufficient to deal with rapid
growth in demand. Thus, in order to the optimistic projections about the future
performance of the BRICS to become true, substantial investment in

infrastructure projects over the next years will be required (GOLDMAN
SACHS, 2011).

29 Available at: http://www2.goldmansachs.com/our-thinking/brics/brics-decade.html. Last access:
January 2012.

30Available at: http://www2.goldmansachs.com/our-thinking/brics/progress-report-on-building-
brics.html. Last access: January 2012.
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3. BRICS: TRADE POLICY AND RELATIONS WITH BRAZIL

3.1. Russia

In the 1990s, Russia began its commercial liberalization process, as well as the
WTO accession process in 1993. Russia established free trade agreements with
members of the Commonwealth of Independent States (CIS), so that goods from
these countries were exempt from import taxes, although subject to certain
conditions, such as avoiding export subsidies.?!

In 2010, the customs union between Russia, Belarus and Kazakhstan
(RBK Customs Union) came into force. With the creation of this common
customs area, tariff restrictions regarding movement of goods originating in
member countries within the bloc were abolished.?? At the multilateral level,
Russia's participation in the Asia-Pacific Economic Cooperation (APEC) can be
highlighted.?? Russia also has several free trade agreements at the bilateral level
with countries of the former Soviet zone of influence 3¢, and agreements with the
United States, Canada and Japan. Such agreements were concluded at the end
of the Soviet regime — having been adapted to the Russian Federation, which is
the case of the agreement with the U.S., for example — or soon after the collapse
of the Soviet system. 3

The Partnership and Cooperation Agreement, which came into force in
1997, established an institutional framework for regular consultations between
the EU and Russia. At the summit in St. Petersburg in May 2003, both
strengthened their cooperation by creating four "common spaces" under the
Partnership and Cooperation Agreement: one economical; one of freedom,
security and justice; one for cooperation in the field of external security; and

one for research and education, including cultural aspects. A new partnership

31Free Trade Agreement between Commonwealth of Independent States — www.worldtradelaw.net. Last
access: September 2010.

32US Commercial Service, Doing Business in Russia, 2010.

33Available at:
http://www.apec.org/etc/medialib/apec_media library/downloads/sec/docs/2007.Par.0014.File.v1.1. Last

access: September 2010.
3 Pricewaterhousecoopers. Doing Business and investing in the Russian Federation. 2010.
3 Available at: http://www.wto.ru/documents.asp?f=trade&t=15. Last access: September 2010.
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agreement was discussed and postponed for political reasons?0, but with the
entry of Russia into the WTO, negotiations seem to be taking a more positive
direction.3?

Russian foreign trade structure is characterized by a high concentration
of exports in natural resources — two thirds of total exports correspond to fuels
and minerals, especially oil and gas, aluminum, coal and forest products. The
most prominent imports are machinery and equipment, consumer goods,
medicines, meat, sugar and semi-finished metal products. The main destination
markets for Russian exports are located in Europe and Asia. Imports originate
mainly in Germany, China, Ukraine and Japan.

In trade relations with Brazil, it is worth mentioning that in the recent
period, there were temporary embargoes to the export of Brazilian beef to
Russia, because of health problems found in some farms in Brazil.’®
Accordingly, in 2008 a protocol was signed in order to regulate the supply of
Brazilian meat to Russia.? Moreover, official dialogue shall be intensified
through mechanisms such as the Brazil - Russia Advisory Committee.% Still, it
is important to stress that the trade of fresh beef, no matter their species, suffers
from several restrictions to enter Russian territory and is governed by the

"veterinary regulations in force in the Russian Federation that do not

30Pricewaterhousecoopers. Doing Business and investing in the Russian Federation. 2010.
3"European  Council, "UE-Rissia: Parceria estratégica no bom caminho”. Available at:
http://www.european-council.europa.eu/home-page/highlights/eu-russia-strategic-partnership-on-

track.aspx?lang=pt. Last access: September 2011.

3 In 2004, Russian embargoed any meat from Brazil. Currently, an embargo on meat export to Russia,
which has lasted for the past six months, is in effect, reaching producers from Mato Grosso, Parand and
Rio Grande do Sul. Sources: Folha de Sao Paulo. Exportagio de carne bovina cresce, mesmo com aftosa.
27 June 2006. Available at: http://wwwl.folha.uol.com.br/folha/dinheiro/ult91ul108871.shtml, Portal
Agronline.  Rissia libera exportacio de carne brasileira. 30 June 2004. Available at:
http://www.agronline.com.br/agronoticias/noticia.php?id=624 and Portal Rural Br Pecuaria. Embargo

russo a carnes  brasileiras dura seis meses. 15 December 2001. Available at:

http://pecuaria.ruralbr.com.br/noticia/2011/12/embargo-russo-a-carnes-brasileiras-completa-seis-meses-

3597525.html Last access: December 2011.

BRASIL. Ministério da Agricultura, Pecuaria e Abastecimento. Intercimbio Comercial do
Agronegdcio. 2010.  Available at: www.braziltradenet.gov.br/.../PUBIntercambioAgronegocioP.pdf.
Last access: April 2011.

4 BRASIL. Ministério da Agricultura, Pecudria e Abastecimento. Intercimbio Comercial do
Agronegdcio. 2010. Available at: www.braziltradenet.gov.br/.../PUBIntercambioAgronegocioP.pdf.
Last access: April 2011.
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contradict the Terrestrial Animal Health Code of the WHO". In Brazil, there
are some farms authorized by the Russian Federal Service, which are located in
the following regions: Pard, Amazonas, Mato Grosso do Sul, Mato Grosso,
Minas Gerais, Parana, Rio Grande do Sul, Goids, Santa Catarina, Sio Paulo,
Tocantins and Ronddnia.

Considering commercial relations between Brazil and Russia since the
beginning of the 21t century, there is a clear upward trend in bilateral trade
between the two countries.! From 2000 to 2011, Brazilian exports to Russia
increased from USD 422 million to over USD 4.2 billion, reaching USD 4.6
billion in 2008. In the same period, Brazilian imports from Russia increased
from USD 570 million to USD 2.9 billion, and 2008 was also the year with the
largest volume of imports, USD 3.3 billion. In sum, bilateral trade between the
two countries, which reached its highest value in 2008 — nearly USD 8 billion —
increased from USD 993 million to USD 7.1 billion in this period. It is worth
noting that there have been constant Brazilian surpluses in trade relations with
Russia. Excepting 2000, when Brazil recorded a deficit of USD 147 million,
between 2001 and 2011 Brazilian surplus rose from USD 638 million to USD 1.2
billion, reaching surpluses higher than USD 2 billion in 2005, 2006, 2007 and

2010. Figure 1 summarizes the evolution of Russian-Brazilian trade relations.

Figure 1. Bilateral Trade between Brazil and Russia, 2000-2011

US$ billion
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2002
2003
2004
2005
2006
2007
2008
2009
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Source: MDIC/AliceWeb.

#Source of data for trade between Brazil and Russia (balance of trade, major exports and imports):
Sistema AliceWeb. Available at: http://aliceweb.desenvolvimento.gov.br/. Last access: January 2012.
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The structure of trade between the two countries has been characterized
by the predominance of primary products, mineral extraction or industrial
products from industries that process natural resources, on the side of Brazilian
exports, and the preponderance of chemicals, on the Russian side of exports. In
2011, Brazilian imports from Russia were led by ammonium nitrate, with a
15.7% share, equivalent to USD 461 million. In second place was urea nitrogen,
representing 15.5% of exports, USD 455 million. Ammonium dihydrogen
orthophosphate ranked third on the list of Russian exports to Brazil, with
14.7% of the total, USD 431 million.

The roll of Brazilian exports to Russia in 2011 was led by sugar cane,
with more than USD 1.8 billion, or 44% of total exports, characterizing a very
concentrated export basket. Brazil also stands out in exports of frozen beef,
which responded for more than USD 1 billion in exports (24% of exports).
Other significant products in Brazilian exports to Russia are soy beans and

unmanufactured tobacco.

3.2. India

India has signed various Regional Trade Agreements in recent years, in order to
supplement gains from multilateral trade liberalization. Since the signing of the
Bangkok Agreement in 1975, India has mainly joined agreements with other
developing countries, with countries in the region (SAFTA) and with some of its
neighbors as well. At the same time, India is also seeking to develop links with
other regional groupings such as ASEAN and Mercosur.*?

The South Asian Association for Regional Cooperation (SAARC), an
agreement between Bangladesh, Bhutan, India, Maldives, Nepal, Pakistan and
Sri Lanka, was established at the first Summit in Dhaka in December 1985. In
1993 members signed the SAARC Preferential Trade Arrangement (SAPTA),
which provided preferential limited access to the markets. Afterwards, the

Agreement on South Asian Free Trade Area (SAFTA) was signed in 2004.%3 The

42 World Trade Organization, “Trade Policy Review — India: Report by Secretariat”. Geneva, 2008, p.
24. Available at: http://www.wto.org/english/tratop e/tpr e/tp283 e.htm. Last access: April 2011.
43Agreement of South Asian Free Trade Area. Available at: http:/www.commerce.gov.pk/SAFTA.php.
Last access: April 2011.

184

Austral: Brazilian Journal of Strategy & International Relations | v.1, n.2, Jul/Dec 2012


http://www.wto.org/english/tratop_e/tpr_e/tp283_e.htm
http://www.commerce.gov.pk/SAFTA.php

André Luiz Reis da Silva, Luiza Peruffo

Asia-Pacific Trade Agreement (APTA) — originally Bangkok Agreement — was
signed in 1975 by Bangladesh, India, Laos, Republic of Korea, the Philippines,
Sri Lanka and Thailand. China acceded to the agreement in 2001. The APTA
came into force in 2006.4*

The Bay of Bengal Initiative for Multi-Sectoral Technical and Economic
Cooperation (BIMSTEC), originally known as BIST-EC, was signed in 1997 by
Bangladesh, India, Sri Lanka and Thailand. Later, Myanmar, Nepal and
Bhutan also became members. In 2004, BIMSTEC members signed a
Framework Agreement to form a free trade area by 2012.%5 Under the
Generalized System of Preferences (GSP), India gets preferential access to
markets of Bulgaria, Canada, the European Union, Japan, New Zealand,
Norway, Russia, Turkey, Switzerland and the United States.® India has
Bilateral Trade Agreements with several countries, mainly Asian.*”

Since the beginning of the 2000s, India has also sought to get closer to
ASEAN, having joint an agreement on goods trade, which envisages the
gradual creation of a free trade area, which should come into force in 2013 and
be complete in 2018%%; to the European Union, through the EU-India Strategic
Partnership, signed in 2005; to the US, by the US-India Trade Policy Forum,
whose first meeting was also in 2005%; to the Southern African Customs Union
(2008 Memorandum of Understanding®’); to the Southern African Customs
Union (2008 Memorandum of Understanding); and to Mercosur, through the

“World Trade Organization, “Trade Policy Review — India: Report by Secretariat”. Geneva, 2008, p. 26.
Available at: http://www.wto.org/english/tratop e/tpr e/tp283 e.htm. Last access: April 2011.

%The Financial Express. BIMSTEC free trade area from july next year. March 2011. Available at:
http://www.thefinancialexpress-bd.com/more.php?news id=128348&date=2011-03-07. Last access: April
2011.

World Trade Organization, “Trade Policy Review — India: Report by Secretariat”. Geneva, 2008, p. 28.

Available at: http://www.wto.org/english/tratop e/tpr e/tp283 e.htm. Last access: April 2011.
“Information available on the website of the Ministry of Trade and Industry of India. Available at:

http://commerce.nic.in/trade/international ta current details.asp. Last access: April 2011.

48Agreement on Trade in Goods Under the Framework Agreement on Comprehensive Economic
Cooperation ~ Between  the Republic of India and the ASEAN. Available at:
http://commerce.gov.in/trade/ASEAN-India%20Trade%20in %20Goods%20Agreement.pdf. Last access:

April 2011.

4“World Trade Organization, “Trade Policy Review — India: Report by Secretariat”. Geneva, 2008, p. 27-
28. Available at: http://www.wto.org/english/tratop e/tpr e/tp283 e.htm. Last access: April 2011.

50 Information collected at the Indian Ministry of Commerce and Industry website. Available at:
http://commerce.nic.in/trade/international ta current details.asp. Last access: April 2011.
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2003 Framework Agreement to Promote Economic Cooperation and the
Preferential Trade Agreement, which was signed in 2004 and came into force in
2009. India has offered commitments on 450 tariff lines at the eight-digit
Harmonized System with preferences between 10% and 100% of the Most
Favored Nation rate to Mercosur.>!

Trade relations between India and Brazil are institutionalized by the
agreement between India and Mercosur, since there are no bilateral trade
agreements between the two countries. The decision of President Luiz Inacio
Lula da Silva (2003-2010) to strengthen the ties with India has sometimes been
criticized, since there were no significant trade relations between the two
countries. However, this decision was made in order to start a political alliance
from which commercial ties should be strengthened. In fact, Brazil's efforts to
strengthen relations with India are part of a broader scope of the Brazilian
diplomatic strategy to strengthen the relationship with developing countries,
under the logic of South-South Cooperation, one of the hallmarks of the Lula
government.>> For instance, there is the IBSA, which congregates India, Brazil
and South Africa, countries that occupy a position of great multiethnic
democracies in the international system and that share similar views on many
multilateral issues.

The importance of the Indian market to Brazilian foreign trade has
fluctuated over the past years®. Still, one can say that since 2006 there has been
a steady increase in bilateral trade between them, which rose from USD 2.4
billion in that year to USD 9.2 billion in 2011. Excluding 2000 and 2001, when
Brazilian exports totaled less than USD 300 million each year, one can divide
them into three periods: 2002-2004, when it stood at around USD 620 million;
from 2005 to 2008, when the average was USD 1 billion; and the last three

SInformation collected at the Indian Ministry of Commerce and Industry website. Available at:
http://commerce.nic.in/trade/international ta current details.asp. Last access: April 2011.
2STUENKEL, Oliver. The case for stronger Brazil-India Relations. Indian Foreign Affairs Journal Vol.
5, No 3, July-September 2010, P-290-304. Available at:
http://www.gppi.net/fileadmin/media/pub/2011/Stuenkel 2011 India-Brazil-Relations TFAJ.pdf. Last
access: April 2011.

53 Source of Brazil-India trade data (balance of trade, major imports and exports): Sistema AliceWeb.
Available at: http://aliceweb.desenvolvimento.gov.br/. Last access: January 2012.
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years, 2009-2011, which averaged USD 3.3 billion, with the highest value
reached in 2010, USD 3.5 billion.

Regarding Brazilian imports from India, there has seemed to be a general
trend of growth during the analyzed period, having evolved from USD 271
million in 2000 to USD 6 billion in 2011. Imports increased consistently since
2003 (USD 485 million), except in 2009 (USD 2.19 billion), when the level was
similar to 2007 (2.16 billion). In 2010, Brazilian imports from India reached
USD 4.2 billion, exceeding the value verified in 2008 (USD 3.5 billion). Indeed,
2009 was the only year in which Brazil achieved a significant surplus in trade
with India (USD 1.2 billion), a result of both a significant increase in exports
that year and of an atypical drop in imports. Since 2005, Brazil has growing
deficits with India, which reached USD 2.88 billion in 2011.

Figure 2. Bilateral Trade between Brazil and India
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Source: MDIC/AliceWeb.

With respect to exported products, both Brazil and India have very
concentrated export baskets. Regarding Brazilian exports, crude oil represented
53% of total exports in 2011, USD 1.7 billion. In second place was sulfide ores
of copper, whose value reached USD 419 million, representing just over 13% of
exports. Crude soybean oil came in third place in the major exports ranking,
reaching nearly USD 165 million, about 5% of total exports. The drop in the
share of sugarcane in the export basket is noteworthy, once it represented
nearly 27% of total exports (more than USD 850 million) in 2010 and
approximately USD 120 million, equivalent to only 3.8% of exports in 2011.
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Regarding Indian exports basket to Brazil in 2011, diesel fuel accounted
for 51.4% of exports, reaching a value of over USD 3.1 billion and presenting a
significant increase in participation with respect to 2010, when it represented
41% of exports. Several textile products are also noteworthy, though none

stands out individually.

3.3. China

Since the outbreak of the financial crisis, Chinese leaders have clearly stated
China's position against protectionist mechanisms in various international
forums. President Hu Jintao joined the other leaders of the G20 commitment
not to erect new barriers to investment or goods and services trade, not to
impose new export restrictions or implement measures to stimulate exports that
are inconsistent with the WTO and promptly correct any measures in this
direction.>*

In 2001, when China signed the entry into the organization, it had to
agree to take concrete steps to remove trade barriers and open its markets to
foreign companies and their export products. Since it became a WTO member
country, China has seen its trade statistics increase dramatically and is now the
largest exporter and second largest trader, only behind the United States.

China continues to intensify its search for bilateral and regional free
trade agreements, because it believes that such agreements are complementary
to the multilateral trading system. Nevertheless, the preferential margins
offered by China are still small and trade with its free trade agreement partners
still accounts for a small portion of total Chinese trade.

Regionally, China participates in the Asia-Pacific Economic
Cooperation (APEC); the Asia-Europe Meeting (ASEM); the cooperation
framework of ASEAN +3 (Association of Southeast Asian Nations plus China,
Japan and South Korea), and the Asia-Pacific Trade Agreement (APTA, also
known as Bangkok Agreement). Under the 2003 Framework Agreement on
Comprehensive Economic Cooperation between China and ASEAN, the parties
agreed to negotiate the establishment of a Free Trade Area (CAFTA) within ten

#WORLD TRADE ORGANIZATION. Trade Policy Review: Report by the secretariat. China. 2010.
Available at: http://www.wto.org/english/tratop e/tpr e/tp330 e.htm.
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years. CAFTA, involving the original ASEAN 6 (Brunei, Indonesia, Malaysia,
Philippines, Singapore and Thailand) was established in 20105, with flexibility
until 2015 for Cambodia, Laos, Myanmar and Vietnam. In that context,
ASEAN and China agreed to strengthen economic cooperation through the
strengthening of existing activities and developing new programs in five
priority sectors: agriculture, human resource development, information
technology and communication, investment, and development of the Mekong
River Basin.

China's trade with its existing free trade agreements bilateral partners is
responsible for a small and declining part of its trade: exports to these countries
fell from 19.6% in 2006 to 17.5% in 2009, and imports reduced from 4.6% in
2006 to 4.3% in 2009.°6 Regarding other agreements, it is worth mentioning the
Framework Agreement on Trade and Economy with Australia, established in
2003; the joint declaration with the Southern African Customs Union (SACU) in
2004; the Framework Agreement on Economic, Commercial, Investment and
Technological Cooperation with the Gulf Cooperation Council, also in 2004; and
the beginning of negotiations for the establishment of a Free Trade Area with
Iceland in 2006; with Norway in 2008; and with Costa Rica in 2009. Moreover,
in January 2011, China began negotiations on a Framework Agreement on
Economic Cooperation with Chinese Taipei. Recent feasibility studies point to
potential negotiations for Free Trade Agreements with India, Korea and
Switzerland.

In terms of institutionalized relations between China and Brazil, as a
first approximation at the commercial level, one could stand out the agreement
signed in 1978 that established the Most Favored Nation clause in trade
between the two countries. In 1984, a protocol was added to this agreement, in
order to stimulate the achievement of the terms specified in the 1978

agreement. More recently, in 2004, the two countries signed a Memorandum of

5TONG, Sarah Y. & CHONG ,Catherine Siew Keng, “CHINA-ASEAN FREE TRADE AREA IN 2010:
A REGIONAL PERSPECTIVE”, EAI Background Brief No. 519, 2010. Available at:
http://www.eai.nus.edu.sg/BB519.pdf. Last access: December 2011.

WORLD TRADE ORGANIZATION. Trade Policy Review: Report by the secretariat. China. 2010.

Available at: http://www.wto.org/english/tratop e/tpr e/tp330 e.htm. The Free Trade Agreement with
Peru was signed in April 2009 and should come into force in 2010.
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Understanding on Cooperation in Trade and Investment, in which Brazil
recognized China as a market economy. The two countries have also signed
commitments to strengthen cooperation in the areas of phytosanitary
inspection and regulation to ensure the access of Brazilian products to the
Chinese market and vice versa. In this sense, some protocols on animal
quarantine and on conditions for the export of these products have been signed
recently.5’

Regarding recent development of trade relations between Brazil and
China, one can identify three distinct periods.’® The first, between 2000 and
2003, is characterized by the intensification of a balance that is favorable to
Brazil — since, from a deficit of USD 136 million, Brazil went on a surplus of
over USD 2 billion. At this stage, Brazilian exports to China rose from just over
USD 1 billion to USD 4.5 billion, while imports from China increased from USD
1.2 billion to USD 2.1 billion.

Nonetheless, this trend was interrupted in 2004 when Brazil reduced its
trade surplus to USD 1.7 billion, and continued until 2008, year in which Brazil
accumulated a deficit of USD 3.5 billion. It is worth noting that between 2004
and 2008 there was a sharp increase in bilateral trade between the two
countries. Brazilian exports went from USD 5.4 billion to USD 16.5 billion and
imports from China rose from USD 3.7 billion to USD 20 billion.

In the past three years, the balance of trade turned once again very
favorable to Brazil: approximately USD 5 billion in 2009 and 2010, and USD
11.5 billion in 2011. During this period, exports grew from USD 21 billion in
2009 to USD 44.3 billion in 2011 and imports from China increased from USD
15.9 billion to USD 32.7 billion. As a result, bilateral trade between the two
countries rose from USD 2.3 billion in 2000 to USD 77.1 billion in 2011, and,
since 2009, China became the main destination of Brazilian exports. Figure 2

below shows the evolution of bilateral trade between the two countries:

S"BRASIL. Ministério das Rela¢es Exteriores do Brasil (MRE) — Atos bilaterais assinados com a China.
Available at: http:/www2.mre.gov.br/dai/bichina.htm. Last access: October 2010.
58Source of Brazil-China trade data (balance of trade, major imports and exports): Sistema AliceWeb.
Available at: http://aliceweb.desenvolvimento.gov.br/. Last access: January 2012.
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Figure 3. Bilateral Trade between Brazil and China, 2000-2011
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Source: MDIC/AliceWeb.

Regarding the export guidelines of each country, Brazil has a very
concentrated export basket, with emphasis on three products: iron ore,
soybeans and crude oil, which accounted for over 75% of Brazilian exports to
China in 2011. In fact, the export structure of the Chinese industry and the
increase in average income in that country seem to have contributed for its
imports to focus on metal and agricultural commodities.’® In 2011, non-
agglomerated iron ore was the most exported product to China, representing
40.6% of exports. Considering agglomerated and non-agglomerated ore, this
figure rises to 44.7% of Brazilian exports to China, totaling about USD 19.8
billion. In second place, there were soybeans, with 24.7% of the total (USD 10.9
billion). As mentioned earlier, another highlight is crude oil, which in 2011
accounted for 11% of total exports to China (USD 4.9 billion).

On the other hand, Chinese exports to Brazil are considerably
diversified. Indeed, the sum of the top 100 exported products does not reach
50% of total exports. Moreover, it is noteworthy that Chinese exports to Brazil
are composed of high technology products, i.e., with high added value. As
Acioly, Pinto and Dutra (2011) pointed out, the concentration of Brazilian

exports, along with the diversification of the Chinese exports, regardless of

5 Boletim Regional do Banco Central do Brasil, Trajetoria do Comércio Externo com a China — 2000 a
2010, April 2011. Available at:
http://www.bcb.gov.br/pec/boletimregional/port/2011/04/br201104b1p.pdf. Last access: December 2010.
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Brazilian surpluses in the bilateral relationship, poses the possibility of paralysis
as a commodities exporter.®) In 2011, the top three products imported from
China were other parts for radio broadcast, television, and other receiver
devices (USD 1.3 billion, 4.2% of imports), other parts for telephone/telegraph
devices (USD 643 million, 2%) and portable mobile phone terminals (USD 592
million, 1.8%).

3.4. South Africa
South Africa is a supporter of multilateralism and has played an active role in
the GATT/WTO, including the ongoing negotiations of the Doha Development
Agenda (DDA), in which it represents a key member of various settings in the
areas of agricultural negotiation and of Non-Agricultural Market Access
(NAMA).

A new agreement of the Southern African Customs Union (the 2002
SACU agreement) came into force in 2004 providing greater harmonization of
policies in several areas. SACU countries are members of the Southern African
Development Community (SADC) and have preferential trade agreements with
the European Free Trade Association (EFTA) and with Mercosur. SACU
countries are eligible for non-reciprocal preferential treatment under the
Generalized System of Preferences (GSP) and under the U.S.-African Growth
and Opportunity Act (AGOA). For a more harmonized trade policy, SACU
members agreed to negotiate new preferential trade agreements as a group.
They are finalizing negotiations on economic partnership agreements with the
European Community.%!

During 2008, SACU and Mercosur member states concluded
negotiations on a preferential trade agreement (PTA). The new PTA replaces
the previous one signed in 2004, based on the understanding between SACU and

WACIOLY, L.; CINTRA, M.; & PINTO, E. As rela¢ées bilaterais Brasil-China: a ascensido da China no
sistema mundial e os desafios para o Brasil. Brasilia: IPEA, 2011.

"World Trade Organization, “Trade Policy Review — SACU members (Botswana, Lesotho, Namibia,
South Africa and Swaziland: Report by Secretariat”. Geneva, 2009, p. vii-viii. Available at:
http://www.wto.org/english/tratop e/tpr e/tp322 e.htm. Last access: December 2010.
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Mercosur on the conclusion of their agreement of economic complementation.
The PTA has not yet been notified to the WTO.62

South Africa has a number of bilateral trade agreements (with Malawi
and Zimbabwe for example%3). The most notable is the Trade, Development and
Cooperation Agreement (TDCA), signed in 1999 with the European Union, its
main trading partner and source of FDI, which provides for the asymmetric
liberalization of trade between the two parts, with the intention of forming a
free trade area in 2012.

South African products are eligible for non-reciprocal preferences,
including lower tariffs or preferential tariffs quotas under the U.S. AGOA and
the GSP regimes of the European Union, as well as Canada, Japan, Norway,
Switzerland and the United States.%* It is important to mention that, according
to the Brazilian Ministry of Development, Industry and Foreign Trade website,
the Preferential Trade Agreement between SACU and Mercosur has not yet
come into force.%> South Africa is also part of the IBSA (India, Brazil and
South Africa). % As for business relations between Brazil and South Africa,
there are no major implications bilaterally institutionalized, with agreements
being restricted to the multilateral level, such as IBSA and the preferential
trade agreement between SACU and Mercosur.

Trade flow between Brazil and South Africa increased consistently
between 2000 and 2008, from USD 529 million to USD 2.5 billion.®” In 2009,
this trend was interrupted, falling to USD 1.7 billion, but growing again in the
following biennium, reaching USD 2.6 billion in 2011. Similarly, Brazilian

2World Trade Organization, “Trade Policy Review — SACU members (Botswana, Lesotho, Namibia,
South Africa and Swaziland: Report by Secretariat”. Geneva, 2009, p. 14-15. Available at:
http://www.wto.org/english/tratop e/tpr e/tp322 e.htm. Last access: December 2010.

%For a description of the preferential tariff treatment for Mozambique, see WTO (1998).

World Trade Organization, “Trade Policy Review — SACU members (Botswana, Lesotho, Namibia,
South Africa and Swaziland: Report by Secretariat”. Geneva, 2009, p. 293. Available at:
http://www.wto.org/english/tratop e/tpr e/tp322 e.htm. Last access: December 2010.

%Ministério do Desenvolvimento, Indistria e Comércio Exterior (MDIC), “Acordo MERCOSUL/SACU”.
Available at: http://www.mdic.gov.br//sitio/interna/interna.php?area=5&menu=576. Last access:
December 2010.

IBSA Trilateral Official Website. About IBSA. Available at: http://www.ibsa-trilateral.org/. Last
access: December 2010.

%"Source of Brazil-South Africa trade data (balance of trade, major imports and exports): Sistema
AliceWeb. Available at: http:/aliceweb.desenvolvimento.gov.br/. Last access: January 2012.
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exports to South Africa evolved positively between 2000 (USD 302 million) and
2007 (USD 1.7 billion), falling slightly in 2008 and more sharply in 2009 (USD
1.2 billion), but recovering its growth in 2010 (USD 1.3 billion) and 2011 (USD
1.7 billion). Regarding South African imports, they presented a positive
variation between 2002 (USD 181 million) and 2008 (USD 774 million), falling
to USD 433 million in 2009, but recovering in 2010 (USD 753 million) and 2011
(USD 911 million), when the highest value in the period was reached. Finally, it
is worth noting that bilateral trade between Brazil and South Africa is
characterized by recurrent favorable balances to Brazil. In 2011, Brazilian
surplus was USD 768 million, higher than that of the previous year (USD 556
million), but below the average of USD 1 billion recorded in the 2005-2008

period. Figure 4 below summarizes this statistics.

Figure 4. Bilateral Trade between Brazil and South Africa, 2000-2011
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Source: MDIC/AliceWeb.

Regarding Brazilian exports to the African country, the export basket is
relatively diversified. In 2011, for example, the top 10 products accounted for
approximately 42% of total exports. The leading products were frozen chicken
cuts and offal, representing 11.5% of the total, equivalent to approximately
USD 192 million. The second most exported products were automotive vehicles

with combustion engine and maximum load of 5 tons, with 6.5% of the total,
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equivalent to just over USD 109 million. The third most exported products in
2011 were road tractors for semi-trailers, which accounted for just 6% of the
total, USD 96.8 million.

Regarding Brazilian imports originating in South Africa, non-
agglomerated anthracite coal was the main imported product, accounting for
nearly 13% of the total, equivalent to approximately USD 116 million, followed
by internal combustion engines for vehicles, with almost 8% of the total, about
USD 71 million. In third place was palladium, unwrought or in powder form,
accounting for 6.1% of the total, approximately USD 56 million.

4. CONCLUSIONS

Since 2001, when the term BRIC was created, there has been a remarkable
evolution of the role played by these countries in both the international
economy and the political arena. Indeed, over the past decade, Brazil, Russia,
India and China have contributed to more than a third of the world's GDP
growth and, at the same time, they now account for almost one quarter of the
world economy against a sixth in 2001 (in terms of Purchasing Power Parity -
PPP). Although it presents more modest figures, South Africa is one of the
major economies of the African continent, having joined the group officially in
April 2011, at the BRICS leaders meeting in Sanya, China.

On the other hand, it seems that the current international crisis is
contributing to further accentuate the position of emerging economies have, to
the extent that, in general, these countries have experienced fainter real and
financial impacts than the advanced economies, resuming their previous growth
trajectories with relative brevity.

By analyzing bilateral trade between Brazil and the other BRICS
countries, one can point out some general trends. The first one — and perhaps
the most obvious — is the large increase in levels of trade between Brazil and

these countries in the last decade, as illustrated by Figure 5 below.
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Figure 5. Bilateral Trade between Brazil and the other BRICS, 2000-2011
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The second is that Brazil has a surplus in these bilateral engagements —
except in trade with India. The third is the concentration of total Brazilian
exports in a few products, usually of agricultural or mineral origin, i.e., with low
added value — the exception here is the relatively diversified list of exports to
South Africa. The fourth and final trend observed is the fast recovery rates of
bilateral trade after 2009. In the case of India, bilateral trade did not go down;
in the case of China, it remained stagnated in 2009 and surged again in the
following years; finally, in the cases of South Africa and Russia, they both
dropped in 2009, although bilateral trade with South Africa has almost
recovered 2008 levels while trade with Russia still has not.

To sum up, our results suggest that bilateral trade between Brazil and
the other BRICS countries, which cannot be characterized as traditional trade
partners, has been assuming an increasing importance. Bearing in mind the
limits of this research, one could argue that the trend of empowerment of

emerging countries also seems to be appearing in the international merchandise

trade between Brazil and the other BRICS.
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ABSTRACT

This article analyzes the impact of the recent international crisis on commercial
relations between Brazil and the other BRICS countries (Russia, India, China and South
Africa). The methodology consisted of the analysis of governments' and international
organizations' documents and reports on international trade. To perform the analysis,
firstly, an overview on the general characteristics of the economies of these four trading
partners is presented, especially regarding the consequences of the international crisis in
each of these economies. After that, the trade relations of the four countries with Brazil
in the last decade are reviewed. Our results suggest that bilateral trade between Brazil
and the other BRICS countries, which are not characterized as traditional trade
partners, has been assuming an increasing importance.

KEYWORDS
BRICS; Crisis; Trade.

Received on 25 June 2012
Approved on 6 July 2012

*Translated by Isadora Loreto da Silveira

200

Austral: Brazilian Journal of Strategy & International Relations | v.1, n.2, Jul/Dec 2012



Austral: Brazilian Journal of Strategy & International Relations |
e-ISSN 2238-6912 | ISSN 2238-6262| v.1, n.2, Jul-Dec 2012 | p.201-224

MEDIA AND FOREIGN POLICY IN
LULA’S BRAZIL

Guilherme Stolle Paixio e Casardes’

Introduction

The interaction between the mass media and foreign policy in Brazil has always
been a delicate one, slight at most times, but never meaningless. It has become
commonplace to say that, due to the virtual monopoly the Brazilian Foreign
Ministry (Itamaraty) has enjoyed over foreign policymaking from the early
days of its most important chancellor, Bardo do Rio Branco (1902-1912), public
debate on the country’s goals and strategies has never really taken place
(CHEIBUB, 1985; LIMA, 2000; FARIA, 2008). Instead, diplomacy has been by
far one of the most undisputed public issues throughout the twentieth century,
having survived two long authoritarian periods and several political upheavals.
When the first civil president was elected in early 1985, after two decades of
military regime, he is said to have decided to keep foreign policy untouched for
it represented a supra-partisan consensus that had successfully pushed
development forward (RICUPERO, 2001).

Only recently have some studies unveiled the role of public opinion and
the mass media in times when foreign policy goals were subject to controversy
(MANZUR, 1999; 2009; FRANCO, 2009; FERREIRA, 2009). What these
works suggest is that public debate over foreign policy goals grows more intense
as polarization within Itamaraty becomes salient. Although such relationship

seems quite obvious at first, it is not that much straightforward for two reasons.

! Teacher of undergraduate courses in International Relations (Faculdades Integradas Rio Branco -
FIRB - and Funda¢do Armando Alvares Penteado - FAAP) and a post-Graduate (lato sensu) in
International Relations at FAAP. (casaroes@gmail.com)
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First, the strong esprit de corps that marks Brazil’s diplomatic service does not
allow for open disagreements within the Foreign Ministry to reach public
knowledge (CHEIBUB, 1985; BARROS, 1986). That is why identifying
different groups and ideological strands among diplomats has always been a
daunting task, having only recently received systematic academic scrutiny
(SARAIVA, 2010; CASAROES, 2012). In any case, we may consider that
polarization — in the sense that these ideologically-divergent groups come into
being and eventually coexist — is much more recurrent than the debate itself.

Second, such debate is not genuinely public. When it takes place, it is
carried out through the hands of politicians (who have attacked, sometimes
fiercely, the nationalist stances of Getilio Vargas and Jodao Goulart) or the
diplomats themselves (as in the case of Ambassador Roberto Campos against
the main lines of Figueiredo’s third-world diplomacy in the early 1980s).
Scholars, businesspeople, or journalists have usually been on the fringes of this
discussion, which had in the newspapers and magazines its most active
battlefield. Strictly speaking, however, it hardly reached the general audience,
insofar as foreign policy did not involve direct distributive issues or have any
political or electoral appeal.

It is fair to assume that the 1990s represented a turning point in the
relationship between the mass media, public opinion, and foreign policy. The
new democratic background, consolidated by the Constitution of October 1988,
has progressively increased the involvement of an ever more active civil society
in foreign affairs. Economic liberalization measures, undertaken by presidents
Collor de Mello and Fernando Henrique Cardoso in the wake of that decade,
helped increase the distributive character of foreign policy. When Luiz Inacio
Lula da Silva took office in January 2003, he decided to make Brazil’s external
relations both an instrument for development and a source of prestige — at home
and abroad. Never before had foreign policy been so close to the daily life of the
citizens. It has also turned into a source of discontent (and opportunity) for the
opposition to Lula’s administration. From retired ambassadors to renowned
scholars, from politicians to journalists, critics often appeared on the pages of
newspapers and magazines, in articles and op-eds, underscoring the
government’s gaffes and misdeeds in foreign affairs.

This article looks at this new relationship, in the light of two concurrent

trends: the pluralization of actors with stakes in foreign policy; and an active

202

Austral: Brazilian Journal of Strategy & International Relations | v.1,n.2, Jul/Dec 2012



Guilherme Stolle Paixio e Casardes

presidential diplomacy (CASON; POWER, 2009). We argue that, more than
just a battlefield of ideas, Brazil’s most prominent media vehicles have played
an active role against Lula’s foreign policy, although they had but a limited
agenda-setting capacity. To this end, the text will be divided in four sections.
The first one deals with the recent developments of foreign policymaking in
Brazil, and seeks to understand how the introduction of new actors and
institutions has affected the political balance behind the country’s external
relations. The second provides an overview of Lula’s foreign policy strategies
and their relationship with presidential diplomacy. The third offers some data
on the behavior of two selected newspapers, Folha de Sio Paulo (FSP) and O
FEstado de Sio Paulo (OESP), on foreign policy issues. The third and final
section compares media reactions to Brazil’s relations with the United States,
most specifically regarding negotiations on the Free Trade Area of the Americas
(FTAA), and to some aspects of Brazilian South-South cooperation, and

discusses the most relevant results.

Contemporary trends in Brazilian foreign policy: pluralization and
presidentialization

Brazil is, in hindsight, one of the late twentieth-century middle-powers that
have shown a great deal of continuity in its foreign relations. This is true at
least for the period from 1930 through 1990, when the country ostensibly used
its foreign policy with a view to attaining national development goals (LIMA,
1994; CERVO; BUENO, 2002). Strategies of development have surely varied,
oscillating between a pro-U.S., foreign capital-dependent as in the governments
of Eurico Dutra (1946-1950) or Castello Branco (1964-1967), and a third-
worldist, nationalist model as in the ‘independent foreign policy’ of Janio
Quadros and Jodo Goulart or the ‘responsible pragmatism’ of Ernesto Geisel
(1974-1979). However, the intimate relationship between the developmentalist
state and its foreign strategies has been relatively constant over the years.

The country’s diplomatic values, principles, and methods have also
stayed very much the same. This is due to the strong legacy of Bardo do Rio
Branco, who is said to have introduced a diplomacy based on the rule of law,
the utmost respect for national sovereignty, the pacific settlement of disputes,

and multilateralism — known in his days as ‘parliamentary diplomacy’
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(LAFER, 2001). The sense of corporate unity built by Rio Branco during his
decade-long tenure as foreign minister, and the myth around his image that has
emerged after his death, have contributed to what is known as one of the most
stable and coherent institutions in Brazilian politics, and one of the most well
acknowledged diplomatic services to date (CHEIBUB, 1985; BARROS, 1986).

Despite the longevity of values, methods, and goals, Brazilian foreign
policy has undergone major changes since the beginning of the Nova Repiiblica
in the mid-1980s. These changes became more evident throughout the following
decade, with severe impacts on foreign policymaking both at the level of
formulation and implementation. In this sense, the democratic opening that has
characterized Brazil’s new political moment had two important outcomes: first,
it has created demands for transparency and accountability that could
undermine Itamaraty’s ‘bureaucratic insulation’ (and therefore its monopoly
over foreign affairs) in the long run. After all, the very excellence of the nation’s
diplomacy rested on a considerable degree of elitism and closeness. Secondly, it
has paved the ground for the emergence of new actors within the civil society
that had some interest in international affairs, from labor unions to human
rights activists to businesspeople, which also put pressure on the Foreign
Ministry (FARIA, 2008).

Trade liberalization has also changed how foreign policy was made, and
who made it. The centrality of trade to the country’s diplomatic activities had
already been acknowledged in the early 1970, when the Department for Trade
Promotion was created as a core branch of the ministry (BARROS, 1986).
Nevertheless, only with the economic opening promoted by the ‘neoliberal’
presidents Collor de Mello and Cardoso did foreign policy turn into a genuinely
distributive issue. Some key business sectors (such as computers or
automotives), whose competitiveness were otherwise assured by the
government, had to come to terms with trends such as globalization and
regional integration (KINGSTONE, 1999). The more issues such as trade
regulation and tariffs reform became salient, the greater the engagement of
other federal agencies, such as the Ministry of Economy (CASTELAN, 2010),
and of private actors in trade policies (MANCUSO; OLIVEIRA, 2006).

In sum, the rise of democracy and market-oriented policies in Brazil has
impacted on foreign policymaking in two ways. The first and most important

one is the pluralization of actors who had a stake in diplomatic affairs. From a
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societal standpoint, labor wunions were particularly concerned with the
development of regional integration, and made an effort to intervene in
negotiations on the Common Market of the South (Mercosur) and on the Free
Trade Area of the Americas (FTAA) (VIGEVANI; MARIANO, 2005).
Businesspeople shared similar concerns, especially when competitiveness was at
risk. The automotive sector, for example, pushed Brazil towards trade disputes
with the Argentine industry and with developed countries at the World Trade
Organization (WTO) (VEIGA, 2005). Political parties, on their part, started
trying to reap the electoral potential of foreign policy issues as trade
liberalization became a centerpiece of the political agenda (OLIVEIRA;
ONUKI, 2010). Finally, a number of non-governmental organizations could
voice their demands in areas in which Brazil got progressively involved, such as
environmental protection (LAGO, 2006) and human rights (HADDAD, 2005).

All these actors have, to a greater or lesser extent, enough political clout
to set the agenda in their respective areas of interest, or at least to tip the
balance to their favor. There are other agents, however, who do not have
agenda-setting powers, be it due to the lack of political leverage, or simply
because their stakes are low. The academic community and the mass media
usually fall in this category. Although they are important sources of ideas and
the quintessential venues for public debate, their relationship with Itamaraty is
often thin, and at most times peripheral (FONSECA JUNIOR, 2011). Why,
then, has the role of the mass media changed in recent years?

That is why we must understand the second trend of contemporary
Brazilian foreign policy, presidentialization. Presidential diplomacy is usually
identified with strong chiefs of executive, as in the postwar United States or in
the French Fourth Republic. It has become a reality in Brazil in the late 1980s,
when the country’s foreign credibility was painfully at stake and regional
integration was on the move (MALAMUD, 2005), and grew more intense in the
Cardoso and Lula years (CASON;POWER, 2009). This is also due to the rise of
multilateralism and, following its course, the advent of the so-called ‘summit
diplomacy’ (DANESE, 1999), in which Brazil has intensely taken part. This
new diplomatic reality, in which presidents are active international stakeholders
and multilateral summits take place quite often, has also changed the

relationship between public opinion, the mass media, and foreign policy. As
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long as foreign policy is closely associated with the president, his acts abroad
naturally receive more media attention, and diplomacy is forced to become
more accountable, which also contributes to the politicization of international
affairs. This seems to be precisely the case of Lula’s Brazil, which we will

explore next.

Lula’s foreign policy strategies and the role of a charismatic leader

When Luiz Inacio Lula da Silva won the presidential race in November 2002,
many sectors of the Brazilian society held their breath. Regardless of the
promises Lula had made (as a candidate) in order to assure citizens, elites, and
foreign markets that no economic or political rollback would take place, some
still doubted that a former metal worker and union leader and his Workers’
Party (Partido dos Trabalhadores, PT) could keep the nation on track. After
all, many expected an unprepared president leading an ideological government
(VIZENTINI, 2011) in difficult times — at home and abroad.

The greatest challenge the recently-elected President Lula had to
overcome was economic rather than political. In order to live up to his promises
— most of them vowed in his ‘Letter to the Brazilian People’, issued in early
2002 — he decided to embrace economic orthodoxy. By pushing interest rates to
the sky, the government wanted to bring inflation down and stop currency
devaluation (COUTO; BAIA, 2004). It further deepened the recession for some
time, and growth rates would only recover by Lula’s second year in office. Yet,
such moves allowed the President to gradually gain confidence among middle-
class citizens, businesspeople, and foreign markets.

Orthodox measures, however, came with a price. Many in his own party
(and among his most loyal supporters, intellectuals and workers alike) dismissed
what they called the ‘triumph of neoliberal hegemony’ (BOITO JR., 2003). This
is probably why Lula decided to make a turn to the left in two key areas of
policymaking: social programs (with the launch of the Fome Zero and Bolsa
Familia programs in 2003) and foreign policy. With respect to the latter,
Almeida (2004: 162) underlines that diplomacy is ‘the strand of government
activity that most resembles the old proposals and the traditional guidelines of
the Workers’ Party’ at the outset of Lula’s first term. Moreover, ‘the inclusion

of the social agenda as a major topic of foreign affairs’ was an important
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innovation that also reflected this unique political approach (LIMA; HIRST,
2006).

‘Change’ was, in fact, an idea that has characterized the new
administration’s foreign policy since the 2002 elections (VIGEVANI;
CEPALUNI, 2007). Among the proposals outlined in Lula’s electoral platform
were ‘the defense of national sovereignty’, ‘the struggle for a radically different
world order’, ‘cooperation with emerging powers, such as China, India, and
South Africa’, ‘the strengthening of Mercosur’, and ‘the rejection of the FTAA
proposal as it is’ (FORTES, 2011). Although some of the principles that guided
President Lula’s international relations had already been evoked by his
predecessor a couple of years before, they assumed a new face under the
Workers’ Party government, with a distinct conceptual emphasis (ALMEIDA,
2004). In fact, Foreign Minister Celso Amorim made an effort to draw a line
between Cardoso’s foreign policy and his government’s own, stressing rupture
rather than continuity, as stated in his inauguration speech: ‘we have to take
this posture of responsible and confident activism to foreign relations. We will
not shy away from an engaged protagonism, whenever there is need to defend
the national interest and the values that inspire us’ (AMORIM, 2011: 14,
emphasis added).

In sum, we may posit that Lula’s foreign policy guidelines, while
maintaining many of the principles of Cardoso’s diplomacy (such as the quest
for autonomy in foreign policymaking, the need for regional integration, and
the defense of democracy in South America), went beyond the desire to make
Brazil a ‘global trader’. The new government’s aspiration was to drive the
country towards a more prominent international role, so that it could become a
‘elobal player’ in world affairs. To achieve this, President Lula adopted a
strategy of ‘autonomy through diversification’, by which the country would
adhere to ‘international norms and principles by means of South-South
alliances, including regional alliances, and through agreements with non-
traditional partners (China, Asia-Pacific, Africa, Eastern Europe, Middle East,
etc), trying to reduce asymmetries in external relations with powerful countries’
(VIGEVANI; CEPALUNI, 2007: 1313). Attaining a permanent seat on the
United Nations Security Council was, of course, an inseparable part of this

strategy (HIRST; LIMA; PINHEIRO, 2010).
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‘Autonomy through diversification’ did not exclude the foreign strategy
that had prevailed over the previous decade, ‘autonomy through participation’,
which was oriented by values and towards the participation in international
(liberal) regimes (cf. VIGEVANI; OLIVEIRA; CINTRA, 2003). The
predominantly ‘grotian’ approach to world politics (PINHEIRO, 2000),
however, was replaced by a more ‘realist’ one, in which Western and liberal
values played a minor part and that gave way to economic and political
pragmatism. Such realism could be observed in a number of situations over the
course of the Lula administration: the establishment of alliances in the
developing world, especially with intermediate powers, such as the IBSA Forum
(OLIVEIRA; ONUKI; OLIVEIRA, 2006; VIEIRA; ALDEN, 2011); the trade
G20 at the Doha Round of the WTO (VISENTINI, 2005; CARVALHO, 2010)
or the BRICS initiative (FLEMES, 2010); the country’s bid for regional
leadership in South America (MALAMUD, 2011); and the strategic relationship
with developed nations, most notably with the United States (PECEQUILO,
2010).

While these strategies have achieved different degrees of success, all can
be understood as attempts at affirming Brazil’s power abroad and garnering
global recognition. Furthermore, they have combined an intense diplomatic
work with the charismatic image of President Lula (and, to a lesser extent, of
foreign minister Amorim). Ricupero (2010) has appropriately called Lula da
Silva’s foreign policy a ‘personal and nontransferable’ one, stressing that most
of its achievements rested on the president’s magnetism and political skills.
Likewise, he was charged for the diplomatic mistakes or failures that might
have taken place. That is why most attacks against Brazilian international
relations over the Lula years were not always directed to Itamaraty, but to the
president himself, and to individuals and groups whose positions were
associated to him — such as Marco Aurélio Garcia, Samuel Pinheiro Guimaraes,
and the ones in the foreign service who identified themselves with nationalist
policies, to the detriment of liberal-internationalist ones (SARAIVA, 2010). The
case of Folha and Estado seem of particular interest and will be explored in the

following section.
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The role of the print vehicles: how did they change with respect to foreign
policy?

Up until the early 2000s, the mass media had been but a “minor actor’ in foreign
policy issues. They had rarely shown an agenda of their own. At best, what they
did was to provide a platform for individual actors, such as politicians, business
leaders, or even diplomats to express their opinions on specific events or
decisions involving the diplomatic service. Editorial lines of newspapers,
regardless of their alignment with (or sympathy towards) political ideologies or
specific governments, usually gave little attention to foreign policy.

Let us consider two of the most important newspapers in Brazil, Folha
de Sao Paulo and O Estado de Sio Paulo. They have consistently ranked among
the country’s five most circulated newspapers, with a nationwide average
250,000 daily copies for FEstado and 300,000 for Folha (ASSOCIACAO
NACIONAL DE JORNAIS, 2012)2. As Vieira de Jesus (2009) points out, Folha
de Sdo Paulo— the country’s most read newspaper in the last two decades — was
probably the first to systematically voice its interests in the outcomes of foreign
policy3. During the second term of the Cardoso administration, for example,
most editorials accused the government of not advancing a genuinely ‘national’
interest in the negotiations of the FTAA and Mercosur. They also criticized the
liberal stance of the government, which had failed to defend the interests of the
country’s industry at the WTO and had deepened Brazil’s external dependency
(VIEIRA DE JESUS, 2009). As a matter of fact, out of the 63 editorials
published by Folha on foreign policy issues between 1999 and 2002, half of them
(32) contained some degree of outright criticism, whereas only 5 (7.9%) were

openly favorable to the government’s diplomacy*.

2 Rio de Janeiro’s most popular daily, O Globo, has frequently ranked in second among the most
circulated newspapers. Although we have collected many of its editorials and op-eds, due to the lack of a
digital database or an accurate search engine, data was not as robust as for the other newspapers. That is
the only reason why we chose not to use O Globo in this discussion, albeit acknowledging the importance
of the newspaper and the eventual distortions such ‘selection bias’ may have caused.

3 This is a movement that started in the late 1990s and was consistent with the newspaper editorial
policy and guidelines (Folha de Sao Paulo 1997).

+ We adopted a straightforward categorical classification of the editorial content: positive, negative, and
neutral. We classified as ‘positive’ articles that praised the government for a specific decision, or for the
general guidelines of a given policy, throughout the entire text or its greater part. ‘Negative’ articles
contained some degree of open criticism against the country’s foreign policy or its basic formulators (the

pAL)
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Folha’s most prominent contender in the wealthy state of Sdo Paulo, O
FEstado de Sio Paulo, published 64 editorials on Cardoso’s foreign policy in the
same period (1999-2002). Although the proportion may look similar, the
content goes in the opposite direction. No less than 26 (40.6%) articles painted a
flattering picture of the diplomatic service, whereas only 8 (12.5%) were critical
to the government. In both cases, the considerable number of neutral articles
(26 for Folha and 34 for Estado) reflects a trend of reporting to the reader the
economic and diplomatic challenges faced by the Cardoso administration, with
no open ideological or political commitment.

This picture provides an interesting start to our argument. If it is
correct to assume that Lula’s foreign policy had utterly departed from his
predecessor’s — moving from a liberal-internationalist position to a nationalist-
globalist one (SARAIVA, 2010) — then understanding the press behavior
towards the new government’s diplomacy as of 2003 would simply be a matter
of inverting the signs. Folha would be less critical, and Estado would take up
the opposition role. However, things did not turn out as expected: both
periodicals have raised the voice against President Lula’s foreign policy, as well
as against the diplomatic service, the Foreign Minister, the outcomes of Brazil’s
strategies abroad, the relationship between the PT and foreign policy goals, and
so forth>,

The triumph of Lula da Silva in 2002 has therefore led to a great deal of
convergence in mass media content — against the recently elected government.
It must be clear that we do not subscribe to what has been called by some
journalists and bloggers the ‘Coupist Press Party’ (Partido da Imprensa
Golpista, P1G), a label that overestimates, in an almost conspiratorial way, the
ability of the mass media to coordinate their political and editorial interests. In
any case, at least when it comes to foreign policy issues, one may notice a
growing degree of similarity between what has been published in Folha and
Fstado — not just in their editorials, but also by their permanent and guest

President and/or the Foreign Service). ‘Neutral’ is understood here as a general comment on the
challenges faced by the Foreign Ministry, be they at the level of the country’s strategies and/or the global
transformations, without a specific critical or complimentary tone.

5 Although it exceeds the scope of this article, it is important to mention that such ‘wave of criticism’
against the country’s diplomacy also involved other mass media giants, such as O Globo (daily
newspaper based in Rio de Janeiro) and Veja (Brazil’s most read weekly news magazine).
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columnists. Many of the ‘theses’ advanced by the administration’s opponents —
such as an excessive ‘personalism’ in foreign affairs, a retrograde third-worldism
and anti-Americanism, or the unwanted presence of a ‘special adviser’ on
foreign policy, Marco Aurélio Garcia — were replicated, or sometimes even
created, by the newspapers.

A simple quantitative look at the editorials published between 2003 and
20109, which corresponds to President Lula’s both terms in office, reveals the
critical trend in the relationship between the mass media and foreign policy. In
comparison to the 63 articles that made reference to the diplomacy in late
Cardoso years, Folha de Sio Paulo published 60 editorials on foreign policy
throughout Lula’s first term, and 70 during the President’s last four years in
office. As seen in Table 1, variation is slight, be it within a presidential term or
between terms. Over the entire Lula administration, the newspaper dealt with
diplomatic issues roughly on a three-week basis (an average of 16.25 editorials
per year). The average is practically the same of the 1999-2002 period
(15.75/year). If we consider that the occurrence of foreign policy issues in
editorials was barely negligible in the previous years, the figures shown are
meaningful; on the other hand, they suggest that Fo/ha had no special interest
in Lula’s diplomacy — at least no more than immediately before.

Data on editorials brought out by OESP displays a different trend.
Between 1999 and 2002, the daily had published 64 articles on diplomatic
affairs. This number rose sharply to 160 (a growth of 250%) on Lula’s first
term, and reached 120 editorials in the 2007-2010 period. In 2003 alone, Estado
issued 37 opinions, in contrast with 5 in 1999 (and, for that matter, 9 in 1995 —
Fernando Henrique Cardoso’s first year in office). During Lula’s presidency,
such editorials were published three times a month (or 35 a year), more than
twice as much as in the previous four years. Unlike its main rival, O Estado de

Sdo Paulo has demonstrated greater concern with Lula da Silva’s foreign policy.

¢ Using the basic search engines at the newspapers’s websites . .
http://acervo.estadao.com.br), we have filtered all editorials according to the followmg criteria: (1) they
must contain the words “diplomacia” or “Itamaraty”; (2) the must deal directly with aspects of Brazilian

foreign policy, be them at the level of policymaking, international strategies, or both.
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Table 1 — Editorials on foreign policy published in FSP and OESP, 1999-2010

Folha de Sao Paulo O Estado de Sao Paulo

Negative | Neutral Positive Total | Negative Neutral | Positive Total

1999 8 4 1 13 1 0 4 5

S 2000 10 6 0 16 2 3 8 13
E 2001 11 11 2 24 1 12 7 20
2002 6 1 10 6 13 7 26

2003 6 6 16 15 18 4 37

'; 2004 6 4 5 15 28 10 0 38
3 2005 11 4 1 16 28 10 1 39
2006 11 2 0 13 36 10 0 46

2007 8 1 18 19 12 2 33

c'?; 2008 5 4 18 7 12 0 19
3 2009 15 5 1 21 24 9 1 34
2010 8 5 0 13 25 8 1 34

Source: http:/folha.uol.com.br and http://acervo.estadao.com.br. Data compiled by the author.

These figures, however, are only part of the story. We must qualify the
content of these editorials in order to have a more specific picture of how
diplomacy was portrayed by the mass media in the Lula years. As already
suggested, commentaries were mostly derogatory towards the government. The
general impression is confirmed by a closer look at what was written and
published. Out of the 60 articles issued by FSP between 2003 and 2006, at least
32 were explicitly critical of Lula’s diplomacy (53.3%), whereas only 12 praised
the President or his foreign service (20%). The case of Estado against the
administration was even harsher: while 107 of the 160 editorials (66.9%) were
unfavorable towards foreign policy, an unimpressive five positive comments
(3.1%) were issued throughout Lula’s first term.

The picture did not change much when it came to the President’s
second term. In a total of 70 editorials, Folha attacked the Foreign Service or its
decisions in 41 of them (58.5%). The number of articles with complimentary
remarks was even smaller than in the previous years, totaling only six (8.6%).

The historical series of the newspaper’s behavior in shown in Figure 1.
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Figure 1 — Number of editorials (by content) published by Folha de Sio Paulo,

1999-2010
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P = positive; o = neutral; N = negative. Data available at http://folha.uol.com.br and compiled by the

author.

In the case of FEstadio, the trend followed suit — out of 120
commentaries published by the newspaper, 75 were dedicated to crucifying the
country’s foreign policy (62.5%) whereas only four were (moderately) laudatory
(3.3%). The aggregate results are shown in Figure 2.

Figure 2 — Number of editorials (by content) published by O Estado de Sio
Paulo, 1999-2010
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P = positive; o = neutral; N = negative. Data available at http:/acervo.estadao.com.br and compiled by
the author.
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Assessing the content of editorials: what did the newspapers say?

Did the newspapers agree on positive and negative aspects of Lula’s foreign
policy? To answer this, we must turn to the thematic content of the editorials so
as to identify to what extent did opinions converge on the many topics of
foreign policy. Many themes were recurring in the Lula da Silva years, such as
trade diplomacy at the WTO or regional integration. The relationship between
Brazil and Latin America’s leftist leaders, such as Hugo Chavez, Fidel Castro,
and Evo Morales, was particularly controversial. On most of them, the
newspapers converged substantially, if not perfectly. We decided, however, to
choose two major topics that were salient in the media and encompass some of
the key foreign policy issues of that time: (1) the negotiations of the FTAA and
Brazil-US bilateral relations (North-South axis); (2) South-South cooperation
with China, Africa and the Middle East. They are meaningful because they
allow us to compare a situation in which the press agreed with one in which

opinions differed.

(1) FTAA and Brazil-U.S. relations

The FTAA appeared quite often in commentaries over the first couple of years
of the Lula administration. This has to do with the importance negotiations on
hemispheric integration assumed for Brazil in the early 2000s. Folha has given
an overall positive judgment to the Brazilian posture at the negotiation table
with the US, inasmuch as the Foreign Ministry did not surrender to the pressure
for an unfavorable agreement. “It is obvious that Itamaraty should not mistake
firmness for intransigence, but should not accept that the negotiation becomes a
synonym for subservience, either. In general lines, Brazilian policy has been
correct. So far, change does not seem necessary” (A Alca que interessa, October
15, 2003). The newspaper expresses a favorable stance to the existence of the
free trade zone, as long as it did not put the interests of the country’s economic
sectors at risk. That would only be possible if Brazil should use its political clout
and regional leadership to counterweight the American interests. “The US
wants to implement the Free Trade Area of the Americas already in 2005, and
an FTAA arrangement that did not include Brazil would be less than half
FTAA. More than that, Lula is also a leader in South America” (Lula e Bush,
June 21, 2003).

214

Austral: Brazilian Journal of Strategy & International Relations | v.1,n.2, Jul/Dec 2012



Guilherme Stolle Paixio e Casardes

FEstado, on the other hand, condemns the nation’s diplomacy stance
towards the FTAA. It affirms that the free trade area is undeniably good for
Brazilian trade, and shows surprise with the positions adopted by Itamaraty.
“The failure of the FTAA (...) is not in Brazil’s interests (...). But the top
decisionmakers of national diplomacy seem committed to bring down
hemispheric negotiations” (E' preciso trabalhar pela Alca, October 1st, 2003).
The risk of isolation, according to the editors, would be the loss of economic
dynamism and competitiveness, especially against aggressive markets such as
China. The diplomatic mistake of rejecting the FTAA, the newspaper goes, is
rooted in a purely ideological calculus, which may be attributed both to the
President’s Special Advisor to International Affairs, Marco Aurélio Garcia, and
to the Secretary General of Itamaraty, ambassador Samuel Pinheiro
Guimaraes. “With such strategy, it is evident that Brazilian exports, albeit on
the rise, will grow much less than they could. There are those who consider such
policy a proof of patriotism” (Uma nova estratégia para a Alca, February 10,
2004).

Many of the editorials build their criticism on the lost opportunities in
trade with the United States. Regarding this point, Folha de Siao Paulo is less
critical: it subscribes to the Foreign Ministry’s decision to resist against
agreements that could hamper Brazilian trade and welcomes the positive
bilateral relations with the Bush government: “Indeed, [State Secretary
Condoleezza| Rice’s trip [to Brazil] (...) does not seem to confirm current
interpretations that the Brazilian diplomacy follows a line of distancing from
the United States. Despite trade misgivings, disputes over the FTAA, the
opposition against the War in Iraq and the anti-American leaning of some
sectors within Itamaraty, Lula’s Brazil has played in the region the role the
U.S. expects” (A parceria Brasil-EUA, April 28, 2005). Folha, however, was
very cautious in times when Brasilia decided to confront Washington in
sensitive issues as biofuels or trade disputes. Negotiation, not retaliation, was
the best strategy against the world’s greatest economic power (A mesa com 0s
EUA, April 7, 2010).

As regards Brazil-U.S. relations, we may notice the different standing of
both dailies. OESP attacks Lula’s administration on the grounds that
confronting the United States only benefits “those Brazilians who think that
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the country’s self-respect may be assured by childish and counterproductive
bravados” (A retorica da reciprocidade, January 9, 2004). Furthermore, many
of Brazil’s diplomatic decisions were understood as an anti-Americanist turn,
from the exclusion of the eliminatory character of the English language in the
Admission Exam to the Rio Branco Institute (O fator ‘senso de ridiculo’,
January 13, 2005) to the relationship with developing and emerging countries:
“[iln a globalized world, politically and militarily unipolar, and marked by
United States and European economic, technological and trade superiority,
foreign policy goes fifty years back in time, in the attempt of forging a South-
South axis that is not attractive to anyone except for the nostalgic third-
worldists of General Geisel” (Politica feita de equivocos, May 4, 2005).
Rejecting the FTAA was, according to an editorial published in late 2010, one
of the greatest diplomatic follies of Lula’s diplomacy, a folly about which
Foreign Minister Amorim would often boast (4 Alca e os complexados,

September 14, 2010).

(2) South-South cooperation

While the debacle of the FTAA had meant a handful of lost opportunities to
Brazil, the alternative found in South-South trade had been essentially fruitless.
The recognition of China as a “‘market economy’ had, for instance, undermined
the competitiveness of the Brazilian industry. The government’s decision was
grouched by business leaders, mostly at the Federation of Industries of Sao
Paulo (FIESP), and has resonated negatively in both newspapers. Folha points
out the irony behind the government recognizing the People’s Republic but not
giving a word about the repression associated with the communist regime: “as
for Itamaraty, that does not lose a chance to delay the signature of free trade
agreements with Western powers, always on behalf of the ‘self-assurance’ before
the wealthier, it is curious that it does not give any sign with reference to the
Chinese dictatorship and to the trade distortions sponsored by it” (Concessdo a
China, November 16, 2004). In the view of Estado, the worst part of the
proximity with Beijing is that it had no counterpart whatsoever, representing a
flunked attempt at the outset: “There is no strategy. There is just confusion and
illusion. The priorities chosen by the Brazilian diplomacy lead to nowhere,
because no other emerging power is interested in the politico-ideological

fantasies that guide Itamaraty (Cortesiaos e Mascates, November 28, 2004).
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The relationship with Africa and the Middle East was also severely
condemned as part of the grand design of Brazilian foreign policy. Although
Folha points out that there might had been a positive aspect behind Lula’s
official visits to African countries, especially at the symbolic level, the technical
aspects of bilateral negotiations were simply ignored, as in the case of the
mistakes made in the president’s trip to Nigeria, “which were laughable”
(Frustracao na Africa, April 13, 2005). The most worrisome aspect of Brazil’s
Africa policy, however, was the complete and utter disdain for human rights in
the relationship with long-standing dictators. Abstaining against human rights
violations in Darfur was, in the view of Folha’s editors, a careless move driven
by the ‘obsession’ for a permanent seat in the Security Council, as one editorial
argues: “in search of support, Brazil has cast some of the most shameful votes in
the history of its diplomacy” (Diplomacia e ditadura, October 17, 2007). To
OESP, Brazil’s new move towards Africa was purely ideological and part of an
attempt of third-worldist indoctrination within the Foreign Service. “The
distance between political-economic fiction that lulls the dreams of the
president and real life was, throughout his trip [to five African nations], a
worrisome and surely embarrassing issue” (As fantasias africanas de Lula,
November 9, 2003). The relationship with autocracies was also shameful,
according to the newspaper, as in the case of Lula’s visit to Burkina Faso: “It is
dispiriting to see President Lula putting his great personal prestige and the
affection of the Africans for Brazil at the service of that miserable country’s
dictator” (Legitimando um ditador, October 17, 2007).

It was in Brazil’s relations with Middle-Eastern countries, nonetheless,
that the Lula administration has received its fiercest criticism — but also some
moderate praise. Folha, on its part, has signaled towards a positive engagement
of Brazil’s diplomacy with regional issues after the official visits paid by the
presidents of Israel, Iran, and the Palestinian Authority to Brasilia in late 2009.
In this sense, Brazil should be able to share the example of its multicultural
society abroad. “It starts with the example of pacific coexistence between
citizens of the most diverse ethnic origins and religious beliefs — and of the
rejection of interventionism — that Brazil may exert influence, albeit moderate,
in the bloody chessboard of the Middle East” (Recep¢do equilibrada, November
25, 2009). But since Lula’s first years in office the newspaper had shown some
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caution when it came to Middle Eastern affairs. On the relationship with Syria,
for example, Folha warned that “there are no historical, political or commercial
bonds between the governments of Lula and Assad (...). The widespread
sensation is that Itamaraty has turned an anti-American obduracy into its main
political guideline” (Brasil erra com a Siria, March 5, 2005). Finally, the Iranian
conundrum — that has led to a fuel swap deal brokered by Brazil and Turkey in
May 2010 — has also received a great deal of attention. The agreement was,
according to the newspaper, “a controversial and frightful initiative” (A outra
questdo Iraniana, June 16, 2010), and the friendship between Lula and the
president of Iran, Mahmud Ahmadinejad, was excessively ideological. “By
courting autocrats such as Ahmadinejad (...), president Lula has set the tone,
which was seconded by Amorim, Garcia and other aides, of a foreign policy
marked by clash. It is about time to change the score, the conductor, and its
soloists” (£m outro tom, November 13, 2010).

The Brazilian position on human rights violations perpetrated by the
Iranian regime have led Estado to dismiss Lula’s foreign policy in the Middle
East. “It is an intellectually poor — and morally thin — reasoning with which
Foreign Minister Celso Amorim attempted to justify Brazil’s abstention on the
international draft resolution that condemned Iran for ‘recurring human rights
violations’ (...). There are no mitigating factors for the complicity with
barbarism (Cimplices da barbirie, November 24, 2010). In a passage that
summarizes the main impressions OESP had of President Lula’s diplomacy,
Brasilia’s decision to engage Middle Eastern issues is portrayed as a mixture of
amateurism, nationalism, illusions of grandeur: “President Lula and Itamaraty
(...) felt free to decide to solve problems on the other side of the world, and
precisely the ones that, for years or decades, have made great powers lose their
sleep, incapable as they were to promote peace in such regions. The intromission
in the Israeli-Palestinian case was just pathetic. The involvement with Iran, on
its part, is dangerous for it affects key issues of international security which
Brazil is not ready to face” (Os erros da politica externa, June 12,2010).

Two considerations follow from this discussion. First of all, the
newspapers shared the impression that Lula’s foreign policy suffered from a
number of problems, such as the president’s excessive voluntarism, the sheer
pragmatism in the relationship with the ‘global South’ (contrasted with the

ideological partnerships in Latin America), and the unwanted influence of a
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non-diplomat, Marco Aurélio Garcia, in foreign affairs. OESP has gone so far as
to say it was a ‘four-headed diplomacy’, conducted by a powerless foreign
minister, his ideological secretary-general Guimaries, and also by Garcia, an
amateurish presidential aide, and José Dirceu, the most powerful minister
during Lula’s first term and a close friend of Fidel Castro (Diplomacia
quadricéfala, April 27, 2005). As a result, Folha’s editors point out, that
administration’s diplomacy was marked by a lack of coherence that increased
over time: “the level of tunelessness of Lula’s foreign policy (...) inspires caution
and explanation” (Ruidos diplomaticos, July 3, 2009).

Secondly, but no less important, Folha and Estado may have criticized
the government for different reasons — even when the target was the same. FSP
rejected the means, but not necessarily the ends of foreign policy: “If the goals
are correct, the same cannot be said of the means to achieve them during the
Lula period. Our foreign policy has lost virtue to the extent it was used to
minimize the frustration of the domestic party militancy, a mistake worsened
by the stupid Manichaeism that so often prevailed in the decisions of the
president and his aides” (Politica externa, October 1st, 2010). OESP, on the
other hand, dismissed both with equal harshness, as can be seen in the following
passage: “when it comes to foreign policy, competence and realism were
substituted by the ‘parade diplomacy’, moved by a half-baked third-worldism
and by the president’s personal ambition. The government despised
opportunities of trade agreements with the most developed markets and gave
priority to a delirious South-South policy” (Ganhos e perdas da era Lula,
December 30, 2010).

Final remarks

Lula’s administration has changed foreign policy in many ways. First, it has
taken Brazil’s global recognition to a whole different level, as the nation’s voice
could finally be heard in multilateral negotiations, international conflicts,
financial institutions, and bilateral contacts with credibility and assertiveness.
Second, it has restored the open developmentalist strategy that has marked
Brazilian foreign policy in the second half of the twentieth century. Third, as

stated in foreign minister Celso Amorim’s inauguration speech back in 2003, it
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has contributed to involving ‘the society as a whole’ in foreign affairs, making
the country’s global agenda particularly salient among domestic actors.

But raising the profile of the country abroad has come with a price. If
the achievements of diplomacy under Lula da Silva have received a great deal
of attention, the same can be said of its blunders. However subjective this
judgment may be, the president and his foreign service have been condemned
for what they have done, from Haiti to Honduras, from Iran to Venezuela, from
the FTAA to Mercosur. The analysis of the how the mass media commented on
the Brazilian foreign policy in recent years has provided, in this sense, a robust
example of how the press behaved towards the Lula administration at large.
Despite the differences shown in the coverage offered by both newspapers, we
may notice that OESP and FSP alike were extremely critical of the
government. Still, the underlying reasons may not have been the same. While
Folha has condemned foreign policy at an almost personal level, blaming the
president and his aides for any misconducts but commending some of its goals,
FEstado completely diverged from Lula’s diplomacy in its worldviews, actors,
and methods.

The pluralization of actors with a stake in foreign affairs has allowed for
the mass media to bring diplomacy to the top of their agenda.
Presidentialization, on its part, has taken foreign policy to the political
battlefield, for good and bad. Whereas this may seem a liability for a
charismatic president, judging by the number and depth of attacks Lula has
received, it may also be an important asset. After all, popular approval of
foreign policy has followed the president’s huge popularity, which has
ultimately undermined any attempts of newspapers to set the foreign policy

agenda. This, however, is a discussion for works to come.
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ABSTRACT

This article looks at this new relationship, in the light of two concurrent trends:
the pluralization of actors with stakes in foreign policy; and an active presidential
diplomacy (CASON AND POWER 2009). We argue that, more than just a battlefield of
ideas, Brazil’s most prominent media vehicles have played an active role against Lula’s
foreign policy, although they had but a limited agenda-setting capacity. To this end, the
text will be divided in four sections. The first one deals with the recent developments of
foreign policymaking in Brazil, and seeks to understand how the introduction of new
actors and institutions has affected the political balance behind the country’s external
relations. The second provides an overview of Lula’s foreign policy strategies and their
relationship with presidential diplomacy. The third offers some data on the behavior of
two selected newspapers, Folha de Siao Paulo (FSP) and O Estado de Siao Paulo (OESP),
on foreign policy issues. The third and final section compares media reactions to Brazil’s
relations with the United States, most specifically regarding negotiations on the Free
Trade Area of the Americas (FTAA), and to some aspects of Brazilian South-South
cooperation, and discusses the most relevant results.
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DEVELOPING FROM THE SOUTH:
SOUTH-SOUTH COOPERATION IN THE
GLOBAL DEVELOPMENT GAME

Sean Burges'

The international development assistance scene is getting busier. Traditionally,
the lines of division have been pretty clear, with industrialized countries of the
Organization for Economic Cooperation and Development providing
development assistance to the rest of the world. By 2010, members of the
OECD’s Development Assistance Committee (DAC) were spending US$128.5
billion a year on official development assistance (ODA) to social and economic
progress in the South. To ensure efficient use of funds the DAC membership was
also organizing and thinking of enforcing codes of conduct in an attempt to
ensure that aid is effective, using a succession of High Level Forums to get
input and buy-in from developing countries. The end result has effectively been
the rise of a self-appointed club of countries who have tried to decide how, when
and where development assistance should be dispensed.

Today, it appears that the authority of this club of developed, aid-
providing nations is under attack, not least by articulate and charismatic
figures such as Dambisa Moyo (2009). The real challenge comes from countries
variously described as emerging donors, new development partners, and new
donors. Irrespective of the name, the goal is to use South-South technical
cooperation for developmental goals. China is the most discussed non-DAC

source of development cooperation, but other increasingly active countries
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include Brazil and India as major players and Chile, the Gulf States, Indonesia,
and South Africa as quietly rising voices. The challenge these countries present
to the existing international aid architecture is that they operate outside of it
and in a manner that is at times alien to officials within existing development
agencies. While the new players are not necessarily antagonistic to the DAC,
they see no reason to petition the DAC for membership or await Northern
benediction of their South-South technical cooperation agenda.

The purpose of this paper is to give an initial sense of what Southern-
based development cooperation is, how it is organized and delivered, and the
logic behind the decision to engage in this sort of activity. Attention will be
focused on a subset of the major countries engaged in providing South-South
cooperation: Brazil, China, India and South Africa. Ultimately, the argument
that will be presented is that these, for the DAC, newly discovered actors are
not a threat if the focus is the delivery of effective official development
assistance. Instead, they may offer solutions to some of the questions plaguing

high-level policy discussions about policy coherence and aid effectiveness.

What is South-South Cooperation?
While members of the DAC continue to provide the bulk of global bilateral
assistance measured in straight dollar terms, ‘emerging donors’ are becoming
increasingly important through the provision of soft loans, technical assistance,
foreign investment and increased market access. Although data is hard to find,
some well-informed estimates have been released through the United Nations
system. ECOSOC estimates that South-South development cooperation flows in
2006 were somewhere between US$9.5 billion and US$12.1 billion (ECOSOC,
2008). A 2011 “State of South-South Cooperation’ report to the UN General
Assembly provided updated numbers for 2008 with an estimated total spend of
US$13.9 billion, or just under one tenth of DAC expenditure.?

The relative disparity between Northern and Southern development
cooperation expenditures is misleading and understates the impact of Southern

expenditures for two sets of reasons. First, the internal economic stabilization

2 United Nations General Assembly, “Operational Activities for Development: South-South Cooperation
for Development. The State of South-South Cooperation Report of the Secretary-General.” A/66/229 (3
August 2011).
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and international emergence of Brazil, India and China — three of the Goldman
Sachs ‘BRIC’ countries — has provoked a renaissance of the Southern solidarity
approach to development captured in UNCTAD’s 1978 Buenos Aires Plan of
Action on South-South Cooperation.? By its nature South-South technical
cooperation offers the potential for a different kind of development return than
traditional DAC assistance because it is based on the premise that “developing
countries share knowledge, skills, expertise and resources to meet their
development goals through concerted efforts” (UNITED NATIONS, 2012). The
mindset is subtly, but critically different, starting from an assumption that
development is a joint process, not something that one state can give to
another. Projects thus take on a dialectical quality, with the country providing
the assistance gaining experiences that can help with domestic development.
Equally are the resultant person-to-person and institution-to-institution
linkages that accelerate growth of the civil society, bureaucratic and business
networks that drive growth in the North.

Most DAC member development agencies recognize that South-South
cooperation offers major contributions to development results because it
directly transfers knowledge and expertise that has been generated and
successfully implemented within a developing country context, not formulated
in an industrialized country and then trialed in a selected partner country.
There is also a greater cross-cultural receptiveness to South-South cooperation
because it is explicitly framed in terms of solidarity and operates largely free of
an historical legacy of colonialism. Added to this is the lower cost-base of South-
South cooperation. On a bureaucratic level, the governance structures are much
simpler, creating a more direct link between decision-makers and the success or
failure of a program. Countries engaged in South-South cooperation use
accounting rules that do not necessarily include items that the DAC classifies as
ODA, i.e., first year refugee resettlement costs, bureaucratic contributions in
kind from other government departments, or the layers of compliance staff

necessary to satisfy DAC reporting requirements.*

3 United Nations Special Unit for South-South Cooperation, “Buenos Aires Plan of Action,” (1978):
http://ssc.undp.org/Buenos-Aires-Plan-of-Action.22.0.html.

+ OECD-DAC (2008), “Is it ODA?” Fact Sheet: www.oecd.org/dataoecd/21/21/34086975.pdf. [Accessed 6
June 2012]

227



Developing form the South: South-South Cooperation in the Global Development Game v.1,n.2. Ju |/Dec.201 2

The actual cost of delivering South-South technical cooperation can be
significantly lower than a similar DAC-member program. Countries such as
Brazil and China avoid contracting external consultants for their projects.
Instead, internal governmental expertise is sent to the partner country to
pursue the project. This not only reduces the cost of delivering programming by
avoiding the higher costs of external consultants and NGOs, but also lowers
overheads because it removes the need for the intricate tendering, accounting
and monitoring systems. Savings are amplified by the lower salaries of emerging
market government employees. Finally, the full expenditure necessary to
pursue a South-South cooperation program may not be evident in the figures
reported by the implementing agency because the technical experts sent to do
the work may be paid by their home department, not the ‘development’ agency
coordinating the project.

The second set of factors complicating a comparison development
cooperation expenditure lies in the explicit elements of outward engagement
found in many emerging market countries, with collective advancement being
seen at least rhetorically as an important element of sustainable domestic
growth (PREBISCH, 1988; SUNKEL; ZULETA, 1990). In the Brazilian case
this was clearly annunciated as part of Lula’s vision of a new international
economic geography (SILVA, 2004). While less triumphalist in tone, the
Chinese and Indian governments have been very active along the same lines,
with some scholars pointing to a growing trend of moving production plant to
Africa and developing at regional and inter-regional production chains
(BRAUTIGAM, 2009). The result is a genuine recasting of global trade. South-
South trade has gone from being 10% of world trade thirty years ago to 20%
today, exceeding an annual level of US$2 trillion by 2007 (LAMY, 2012). This
pattern is borne out in trade data in tables 1 and 2, which demonstrates a rapid
acceleration in bilateral trade between key emerging market sources of South-

South technical cooperation and sub-Sahara Africa and developing Asia.
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In part this surge in trade is driven by Chinese and Indian need for
commodities to sustain domestic growth and export-oriented economic activity.
The other part of the story is that of new markets for the lower technological
products that are produced not just by workers in the major emerging market
economies, but also increasingly in developing countries. Globalized trade and
investment flows are being used to drive internationally integrated industrial
development strategies to bring about socio-economic transformation in major
emerging markets.

The substance of growing Southern economic muscularity is also
evident in the shifts in foreign direct investment flows necessary to create the
global value-chains driving contemporary economic growth (MARKUSEN;
VENABLES, 1999). This is evident in the number of Southern-based
multinational corporations, leaping from 2,700 in 1993 to over 18,000 in 2005.
These firms were in turn responsible for over US$253 billion in South-
originating FDI in 2007, of which 40% was destined for other Southern
countries (UNGA, 2009). For Northern observers the confusing aspect is the
tendency to conflate rises in bilateral trade, FDI flows and EXIM financing
operations with the provision of development assistance. In some respects this is
not necessarily a problem, but instead points to something closer to a cross-
government policy coherent approach to development.®

Part of these changes comes from a recasting of global production
systems. In her work on China’s role in Africa Deborah Bréautigam (2008)
resurrects the Japanese ‘flying geese” model of development seen in twentieth
century Southeast Asia (AKAMATSU, 1962),, which saw lower value-added
industries being pushed from the major emerging market countries to other
developing countries as cost-bases change. The rapidity of this can be seen
today in the revivification of Mexican exports to the North American market as
the rising cost of labour drives up the price of Chinese exports (SHARMA,
2012). Other research points to the ‘creative destruction’ of domestic industrial
sectors in China and their relocation to parts of Sub-Saharan Africa (BLAISE,
2005). Similar events are taking place in Brazil, with foreign trade officials

actively seeking to build links between Sao Paulo industrial elites and small-

5 For one way to understand this, see www.cgdev.org/section/initiatives/_active/cdi/

231



Developing form the South: South-South Cooperation in the Global Development Game v.1,n.2. Ju |/Dec.201 2

scale textile mills in Bolivia. Maquiladora plants in Paraguay for the Brazilian
and Argentine markets are appearing as regional infrastructure links thicken.®
As is highlighted in tables 1 and 2, the result is a surge in the imports and
exports flowing between developing countries and the BRICS. While a
substantial portion of the flows originating in the poorest countries takes the
form of primary materials destined for surging emerging markets, there is a
growing traffic in the labour intensive and semi-processed products.

This is creating a bit of confusion for analysts in Northern development
agencies trying to discern where development assistance ends and investment
begins. Many of the state-financed venture capital investments coming from
countries such as Brazil, China and India appear risky to the point where
Northern governments tend to view them as masked aid or attempts at
economic domination. Little attention is given to the different risk profiles at
play, Southern investors and institutions engaged in the outward expansion of
emerging market economies generally demonstrating a much higher risk
tolerance than their Northern counterparts. Viewed more cynically, we can
argue that the new development partners are working with governance
structures closer to 1920s North America than twenty-first century Europe. The
general hypothesis is that capital in the South may now be more pioneering and
adventurous than in the North, which is reinforced by state-based financing
that allows firms to work with decennial profit horizons rather than Wall

Street-driven quarterly targets.

Patterns of South-South Cooperation

Many of the leaders in South-South cooperation are not “new” actors in
international development. Most have been providing development assistance
for decades (ie. China, India, Saudi Arabia), but do not participate in
multilateral fora for ‘established’ donors, such as the OECD ’s Development
Assistance Committee (DAC), the OECD’s Export Credits Group or the Paris
Club of creditor countries (MANNING, 2006). The barrier here is a perception
of clubiness to the OECD, which exerts a strange pattern of attraction and

revulsion. Some countries such as Chile and Mexico have been more than happy

¢ “Investindo no Paraguai,” editorial, O Estado de Sio Paulo (1 February 2011).
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to join, but others such as Brazil, China and India only feel a need to converse
with a grouping where they would have little influence.

Despite the institutional independence of the new development actors,
some follow a model close to that seen in DAC-member agencies. Generally this
maps onto the available budget size, with the financially smaller programs
focusing most on ‘softer’ development programming of capacity building
projects and technical training. This is not to say that the larger players do not
engage in such activities. In 2011 India announced an extra US$700 million for
additional African training programs and institutes.” China has massive
capacity building programs, training over 10,000 Africans between 2006 and
2009 as a part of a scholarship system that offers 4,000 study places a year. The
additional assistance that the larger countries offer comes in the form of
infrastructure projects, albeit sometimes for public works like sports stadium
that are more symbolism than human development.

The substance of the concern from the North is that South-South
cooperation, especially from China and India, is excessively focused on access to
natural resources (SANBORN; TORRES, 2009). A lack of conditionality on
resource-backed infrastructure loans is held up as a major concern because it
could not only undercut the global aid effectiveness agenda, but also create a
situation where sub-Saharan countries are saddled with new debts just in
addition to existing obligations. At issue is a conflation of perceived foreign aid
and emerging market commercial activity. Again, the case of China is
instructive. The maligned infrastructure funding for resource access are often
presented in the media and policy commentary as a straight resource grab by
China. Yet, the reality is that this approach differs little in substantive terms
from previous loan agreements from OECD countries guaranteed by resource
rents.

What matters are the terms of the infrastructure for resource contracts.
Are resources-based repayments valued at market rates or a pre-negotiated
price? Is local or imported labour used for infrastructure construction? For

China this increasingly appears to be an issue in Africa, with many countries

7 “India announces $5 billion aid for Africa, seeks support for UN reforms,” (24 May 2011):
biz.zeenews.com [last accessed 24 May 2011].
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expressing discontent with the existing pattern of bilateral economic relations
(STRAUSS; SAAVEDRA, 2009). Representatives of major Brazilian
construction firms maintain that they are quietly winning African
infrastructure contracts because they try to minimize the use of imported
labour. Moreover, some African countries are pressing for revised contract terms
that bring in the investment in a manner that offers the needed technical and
managerial skill transfers.

A final point attached to the development of infrastructure is that it is
often not provided as foreign aid, but as a commercial investment. Anecdotal
evidence suggests that the risk tolerance amongst the rising number of
Southern-based multinational is simply higher than in the North. Difficult
questions of how to cope with the fuzzy zones between formal and informal
approaches to governance structures in business and negotiations familiar to
Southern actors represent a strange and confusing land for Northern businesses.
More importantly, they create a significant tax on FDI and export financing in
the form of political risk premiums for Northern financing. Southern foreign
policy priorities support a more pioneering approach to market opening, with
state-run banks in countries such as Brazil and China providing export-
financing loans for infrastructure development on a scale unmatchable by the
World Bank group.

A related issue pertains to the question of development results.
Although DAC-member development agency programming has enjoyed
laudable results in some specific areas, most notably health care and education,
the simple reality is that governments from the new development partners have
endogenously experienced far greater anti-poverty achievements than all the
Northern donors combined. Domestically devised programs in countries such as
Brazil, China and India are working. Indeed, some of the development
programs from the South are increasingly being championed by institutions
such as the World Bank, with initiatives such as conditional cash transfers
receiving a great deal of recent attention (FISZBEIN; SCHADY, 2009).
Development advice and ideas transferred through South-South cooperation
consequently carry a salience and relevance that can be lacking in North-South
transfers. Even in surging economies such as Brazil and China development
remains the overriding public policy priority and central challenge to be

addressed on the route to lasting political and economic stability.
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As Ngaire Woods has pointed out (2008), the new development actors
bring an element of competition into development assistance programming.
Part of the concern being raised by some close observers, including Rwandan
president Paul Kigame, is that the conditionality and financial security that
comes with aid flows from DAC-members is discouraging a responsible
approach to public policy (KIGAME, 2009; MOYO, 2006). It is also restricts
the sorts of policies that leaders of developing countries can consider, which is
deeply problematic given the extent to which successful development currently
appears to be attached to slightly heterodox policy approaches in such widely
differentiated countries as China, Brazil, Bolivia, Argentina, India, Botswana
and Ecuador. Commercial agreements with the new development partners
carries the additional attraction of bringing the sorts of large investment flows
that dwarf foreign aid and are often not forthcoming from the North.
Underpinning these issues is a persistent concern that the political imperatives
guiding DAC-member agencies may not be particularly worried about human
development, focusing instead on using conditionality and the Bretton Woods
Institutions as mechanisms of control (PEET, 2003). The combination of their
own experiences and the tentative sense of global Southern fraternity works to
make the new development partners distrustful of DAC-generated frameworks,

strengthening the existing sense of independent international engagement’

(RICUPERO, 2009).

Institutional Structures and Directions in South-South Cooperation

Searching out the governmental organ responsible for the coordination and
delivery of South-South cooperation is not a universally easy task. There is no
easy list such as that kept by the DAC for identifying which government
department or agency is responsible for South-South cooperation and how
much they spend. In cases such as those found in the Gulf States there are
readily identifiable national and regional agencies, but their activities may be
eclipsed by the private actions of ruling families, or the clarity of their policy
decision and priority processes may be greatly obscured by monarchical
patterns of national governance. Other countries poised between the ‘developed’
and ‘developing’ world face a delicate political balancing act of providing

development cooperation for foreign policy reasons while simultaneously having
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to carefully obfuscate the amount spent to avoid awkward questions in national
legislative bodies and the national media.

The interesting element of South-South cooperation is that in several
instances the agencies used to coordinate incoming flows of development
cooperation are now being used to organize outflows. In some cases this has
meant only minor institutional shifts, often within the foreign ministry, but in
others it has resulted in a significant strengthening of international cooperation
institutions and discussion of the establishment of near-free standing overseas
development agencies in Brazil, and South Africa. If we remove China and
India from the mix, a common feature that appears is a tentative move from
existing DAC-member agencies to pursue trilateral initiatives, which is
something that has been embraced particularly effectively by the German GTZ
and Japan’s JICA, and to a lesser extent by most of the other members of DAC.
In large part this desire to pursue trilateral programming is a reflection of the
limited budgets available for South-South cooperation, resulting in a preferred
mode of trilateral cooperation that strongly resembles a DAC-member agency
contracting a Southern government to provide technical cooperation
programming in a third country.

To give a sense of the differing approaches to coordinating South-South
cooperation as well as well as the sort of activities undertaken, attention will
now be turned to providing a snapshot of a selection of representative countries:
Brazil, China, India, and South Africa. While this list is far from representative
of all of the countries engaging in South-South cooperation, it does provide a
useful cross-section of the differing scales of engagement, institutional
arrangements, thematic and regional focuses, and engagement in trilateral

programming.

Brazil

During the Lula presidency (2003-2010) South-South technical cooperation
assumed an important role in Brazilian foreign policy and formed the backbone
for expanded engagement with Africa (SARAIVA, 2010; DAVILA; JERRY,
2010). In part South-South cooperation was pursued to support regional
stability, notably with Paraguay and Bolivia. It also helped to expand Brazil’s
commercial presence in Africa. Bilateral programming has consequently focused

on South America, the Community of Portuguese Speaking Nations, and a
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selection of sub-Saharan countries that includes Ghana, Nigeria and Senegal.
Nevertheless, there is a clear sense within the foreign ministry and presidency
that South-South cooperation is not being strategically positioned to boost
individual bilateral relationships, but rather formed an important strut of
Lula’s international platform of a Southern solidarity approach to mutual
development.

Although the Brazilian Cooperation Agency (ABC — Agéncia Brasileira
de Cooperacdo) has an active webpage that provides links to all of the projects
it is overseeing as well as contact details for many of its staff, exact budgetary
details are thin and subsumed into the overarching foreign ministry financial
reports. The role of ABC is to receive requests for cooperation from partners and
then make the arrangements between a Brazilian government executing
division and the partner country in the form of a bilateral agreement. An
officially sponsored study into Brazilian resources directed towards
development cooperation found a total expenditure of US$1.426 billion between
2005 and 2009. Those funds were directed to four primary activities, with
international organizations receiving US$1,082.2 million, scholarship programs
US$138.8 million, humanitarian relief US$79.1 million and technical
cooperation US$125.6 million. While all four of these areas fall within the DAC
definition of ODA, the one most commonly associated with foreign aid is
technical cooperation. Significantly, this expenditure line is growing quickly in
Brazil, moving from US$11.4 million per annum in 2005 to US$48.9 million in
2009, and encompassing over 400 projects in 58 different countries (IPEA,
2010).

Nineteen different Brazilian government ministries and agencies have
been involved in the provision of South-South cooperation, with 81% of
programming being pursued by five ministries: foreign affairs, education,
health, agriculture and science and technology. Three agencies that stand out as
particularly effective implementing organizations are EMBRAPA (agricultural
research) FIOCRUZ (public health) and SENAI (industrial training). Thematic
priorities are biofuels, agriculture, health and professional education. The
approach send Brazilian specialists abroad to provide the training necessary to
create self-sustaining programs in the partner country. Costs such as plane

tickets are covered by ABC, but the salaries of workers sent on mission and
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associated expenses are covered by the separate government agencies. The
defacto total value of delivered programming in DAC terms is consequently
likely in the $750 million to $1 billion dollar range. Technocrats at ABC are
actively seeking to leverage their limited budget into expanded programming
through trilateral MOUs, and have signed agreements with Japan, Germany,
UK, Spain, USA, France, Italy, Canada and Australia (CABRAL;
WEINSTOCK, 2010).

There is surprisingly little opposition in Brasilia to the existence or
operation of ABC. The biggest complaint is about a lack strategic focus clarity
of exactly what role South-South cooperation should play in the larger foreign
policy context. Management of ABC is aware of these concerns and is working
increase its institutional presence through expanded staffing, plans to create a
development officer career stream and, ultimately, the formation of a free
standing agency that operates with a budget independent of the foreign
ministry. The question is what organizational form this agency should take, if it
is created, and to what extent useful lessons can be learned from the various

models found within the DAC membership.

China

Outside of the DAC China has perhaps the most extensive development
cooperation system and the longest history in the field. Twenty different
government ministries, offices and agencies are engaged in development
cooperation. Officially, the 2004 ODA spend for China was US$731 million,
with updated figures pointing to a total spend of 256.29 billion yuan or US$40.2
billion. Despite efforts in an April 2011 White Paper to provide some clarity of
total spend, as much for internal policy-making purposes as to allay external
concerns, completely accurate figures remain difficult to obtain. In part this is
because not all data appears to be centrally reported. Confusion is added to the
mix when attention is turned to low-cost, but not concessional loans and the
FDI of state-owned/controlled enterprises. What is clear is that three
organizations are responsible for coordinating development assistance. The
Department of Aid to Foreign Countries in the Ministry of Commerce is
responsible for 90% of the declared ODA spend. The rest is accounted for by
activities of the Ministry of Foreign Affairs and concessional lending from the

Eximbank. Line ministries are called upon to provide technical cooperation and
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staff for missions. A critical point to keep in mind when evaluating the declared
ODA spend is that Chinese salaries are a fraction of those found in DAC
governments, and state employees are generally seconded to development
projects without a substantial variation in their base salary.

Development cooperation has been part of the Chinese policy milieu
since the early days of Mao. The result is a set of clear guiding principles for
development assistance: promote peaceful international relations and
cooperation; be based on and support relations of equality and respect; be based
on mutual support in international affairs; offer assistance within China’s
capacity; and result in win-win cooperation that contributes to China’s positive
international reputation. The foreign policy imperative behind Chinese
development cooperation programming is revealed in the pattern of geographic
concentration, which in 2009 saw 45.7% destined for Africa, 32.8% for Asia,
12.7% for Latin America and 8.8% for other areas.?

In 1998, the Chinese government began to run seminars for officials.
The departments involved and the scale and scope of such training programs
have expanded rapidly. By the end of 2009, China had run over 4,000 training
sessions of different types that were attended by some 120,000 people, including
interns, managerial and technical personnel and officials. These trainees were
from over 20 fields, including economy, diplomacy, agriculture, medical and
health care, and environmental protection. At present, roughly 10,000 people
from developing countries receive training in China every year.

The key themes found in Chinese development cooperation are
infrastructure, agriculture, health, and capacity building. Increasing attention
is being turned towards capacity building and training initiatives. A program to
provide training to 15,000 African professionals was announced at the
November 2006 China-Africa Cooperation Forum. This was designed to build on
existing programs that Chinese officials hold up as having by 2009 trained some
120,000 people through 4,000 different sessions in over 20 fields. At the time of
the 2011 White Paper’s publication official estimates were that roughly 10,000

8 Republic of China, “China's Foreign Aid,” Information Office of the State Council of the People's
Republic of China, Beijing (April 2011): http:/news.xinhuanet.com/english2010/china/2011-
04/21/¢_13839683.htm [last accessed 25 June 2012].
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people from developing countries received some form of training in China each
year. Backing this is a concerted program of Chinese DI in developing regions
that follows the sort of frontier spirit found in the North America of the 1800s.
In a wider development industry context, the move to untied aid has provided a
major opportunity for China with Chinese firms becoming major contestants for
World Bank contracts. While new to Northern eyes, in reality this sort of
integrated approach represents a return to the sort of policies used in the 1960s

and 1970s to spread Western economic influence

India

Foreign aid is playing an increasingly large role in India’s quiet contest with
China for influence in South Asia and now in Africa. This helped stimulate the
May 2011 announcement of heavily expanded programming for Africa,
including a three-year, $5 billion aid package on top of a $700 million expansion
in training programs.? Greater engagement with Africa comes on top of regional
work on infrastructure, education and health programming in countries such as
Bhutan, Nepal, Afghanistan and Myanmar. Where the money is coming from
within the Indian government and exactly how much is being spent remains a
bit unclear. Indeed, turf wars between different departments conspired in 2010
to finally kill efforts to create an India International Development Cooperation
Agency (MITRA, 2010). The bulk of Indian development cooperation activities
are run through the established channels of the Ministry of External Affairs,
which declared a $420 million spend in 2007-2008, and the Ministry of Finance,
which announced a 2007-2008 spend of about $1 billion through loans and
credits. Very little of this money is given in the form of cash grants, and
questions about rights and democracy are often attached to the support
agreements.

Under the Indian accounting system, funds declared as development
cooperation spending generally cover items such as project assistance, purchase
subsidies, lines of credit, travel costs and technical training costs. Indeed, it is
this latter item that represents a significant portion of Indian programming.

The Indian Technical and Economic Cooperation program trains approximately

9 Zeenews, 2011.
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3,000 people a year and has over 40,000 alumni. Over 50% of the training
offered through this program takes place in the information technology sector.
Technical training is India’s focus in Africa, with an emphasis on programs for
civil servants and state firm employees, often delivered through India’s Special
Commonwealth African Assistance Program. Private business is also
encouraged to expand throughout the South, but the Indian government is able
to do little more than encourage and offer technical training programs as
political support because it lacks the financial muscle of China or the export-
oriented national development banks of Brazil.

Although India is a participant in a number of multilateral funds such
as the UN Democracy Fund and the Special Commonwealth African Assistance
Project, there is a great deal of reluctance to engage in trilateral programming.
In large part this is because there is a clear sense that development cooperation
is underpinned by foreign policy prerogatives. As such, the Indian government
is intent on ensuring that any development cooperation that it provides works
to strengthen the country’s regional and international reputation pointing to a
clear preference for bilateral programming (STUENKEL, 2010). Understanding
exactly what this might involve is difficult because of the lack of published
policy papers and clear statements about programming direction and priorities
beyond statements that assistance provision is guided by Panchsheel principles

of mutual assistance while respecting sovereignty and autonomy in a non-

interfering manner (KATTI; CHAHOUD; KAUSHIK, 2009).

South Africa
The main mechanism for South African development programming is the newly
created South African Development Promotion Agency (SADPA), which is

specifically envisioned as a

“vehicle to advance foreign policy, as informed by the
domestic development agenda ... and to create the political,
economic and social space to fight poverty,
underdevelopment and marginalization of Africa and the

South.”(REPUBLIC OF SOUTH AFRICA, 2011).

One of the prime motivations for this is to organize and better control

the substantial development cooperation coming from South Africa, which
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supports the core foreign policy priorities of being positively embedded in Africa
and advancing South-South cooperation (REPUBLIC OF SOUTH AFRICA,
2011). This is particularly important as the aim is to provide 0.2-0.5% of GDP
in assistance in coming years. In 2006 the estimated ODA spend by South
Africa was between US$363 and US$475 million, which was part of a total
transfer to African countries estimated at US$2.79 billion. Wrapped within this
larger figure are a number of expenditures on regional security, trade and
infrastructure that do not fit within generally accepted ODA definitions. The
clear point is that the South African government has decided that it must
contribute substantially to regional development for two reasons. First, there is
a strong desire to maintain a position of regional leadership. Second, the
government wants to ensure that it is not overwhelmed by a flow of economic
and humanitarian migrants.

The three main goals of South African South-South cooperation are the
strengthening of institutions, supporting NEPAD, and improving bilateral
relations. Programs are consequently focused on a set of guiding priorities,
which include cooperation with African countries, renewing Africa, building
democracy and good governance, preventing conflict, development,
humanitarian relief and human resource development. These strategic
guidelines result in about 55% of South-South cooperation expenditure going to
broad areas in the defense category and 36% on education. Approximately 70%
of the funds spent go to programming in members of the Southern African
Development Community.

South Africa has a vibrant NGO sector, which provides important
contributions to mnational South-South cooperation programs. Particular
emphasis is placed on using phrasing such as “development partner” in lieu of
more politically loaded terms such as ‘donor’. With this in mind, programming
is pursued with a number of multilateral institutions, including the ABD,
UNHCR, UNICEF, IDA, SADC, UNDP, UNIDO, WHO, FAO, WFP, and the
Red Cross. Trilateral programming, currently coordinated through the National
Treasury, is an area of growing interest with programs already underway with
Netherlands, Switzerland, Sweden, Norway and Belgium. The notable
characteristic of SADPA is that from its inception it is being created with a
detailed accountability, financial management, and results-based managed

structure that bears remarkable similarities to the governance frameworks of

242

Austral: Brazilian Journal of Strategy & International Relations | v.1, n.2, Jul/Dec 2012



Sean Burges

DAC-member agencies.!® This is not particularly surprising given the
importance attached to trilateral programming as well as the clear strategic
decisions within the Department of International Relations and Cooperation to
expand assistance provision both as a national development tool and as a device

for improving the regional security situation.

Tentative Conclusion From Ongoing Research

Given the long linkage between foreign policy ambitions and the provision of
development assistance (MORGENTHAU, 1962; LUMSDAIN, 1993), it is
hardly surprising that emerging market countries have turned to development
assistance to shore up their growing international economic and political
insertion.!! Although there are elements of altruistic ‘Southern solidarity” in the
rising flows of development assistance from the new development actors to low-
income countries, the dominant prerogatives are economic and national security
in nature. This points to a series of tentative conclusions that can be drawn
from the preliminary survey in this paper.

The first is that a country does not have to be a member of the DAC in
order to provide development cooperation assistance. Indeed, some of the
positive results being achieved by non-DAC members suggest that operating
outside of the DAC frameworks may be a good thing (WOODS, 2008).

A second obvious conclusion is that South-South cooperation is not a
new phenomenon. China has been engaged in foreign development cooperation
for decades and UN-supported South-South cooperation initiatives have been
running since the 1970s. What has changed in the contemporary context is that
the necessary funds, administrative ability and industrial capacity to drive

effective development programming can now be found easily in the South.

10 South Africa, “Establishment of SADPA.”

1 Chrispim Marin, “Brasil amplia presenca internacional para refor¢ar politica externa Sul-Sul,” O
Estado de Sio Paulo (6 December 2009); Ngaire Woods, “Whose Aid?”’; Peter Kragelund, “The Return
of Non-DAC Donors to Africa: New Prospects for African Development?” Development Policy Review
26 (5) (2008): 555-584; Manning, “Will ‘Emerging Donors’ Change the Face of International
Cooperation?”; ECOSOC, “Background Study for the Development Cooperation Forum”; Sven Grimm,
John Humphrey, Erik Lundsgaarde and Sarah-Lea John de Souza, “European Development
Cooperation to 2020: Challenges by New Actors in International Development,” EDC 2020 Working
Paper, No. 4 (May 2009):
http://www.edc2020.eu/fileadmin/Textdateien/EDC2020_WP4_Webversion.pdf.
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The third point is a useful reminder for DAC-based advocates of
sustained or increased levels of foreign aid, namely that development assistance
is most sustainable when it is grounded in the national interest. This is not a
new proposition and can be found in some of the earliest scholarly examinations
of foreign assistance (MORGENTHAU, 1962). While the cases set out in this
paper are often publicly wrapped in a rhetoric of Southern fraternity and good
international citizenship, the underlying reality is that the development
cooperation is being provided to advance strategic objectives, whether it be
regional security, market access, resource access, international support, or
simple increases in global prestige. This is doubly important given the still-
considerable development challenges that the new development parters often
face at home. The critical lesson for DAC-members from this is that there does
not have to be a contradiction to doing good through development assistance
and framing policies around and advancement of the national interest.

A fourth point relates to best practices in the delivery of development
assistance. The rise of the emerging market countries has made it abundantly
clear that there are policies and programs in developing countries that work
exceptionally well. This can create a bit of a cultural challenge for DAC-member
development agencies that treat the possibility of effective and efficient
innovation in the South as improbable. But the reality is that solutions to many
challenges may already exist in the South where the daily policy context is
development.

Fifth, it is results that matter, not process. Many of the DAC members
express the same sentiment while becoming moribund in procedural arguments.
Countries such as Brazil, China, India and South Africa are looking to found
development cooperation agencies to ensure coordination and coherence of
programming, not to satisfy the accounting and reporting requisites of the
OECD. Moreover, far more direct approaches to results are being taken, with
the ultimate indicator being whether the project did what it said it would, not
that all of the correct boxes were checked along the way. In a sense this far
more direct approach has to be taken because the pool of available resources is
significantly smaller, bureaucratic capacity quite a bit lower, and the stakes for
failure higher for both parties.

Complaints about predatory Chinese activities in Africa point directly

to the final lesson, namely that development assistance is not enough. As was
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argued above, a distinction needs to be made between development cooperation
and business-driven foreign direct investment. The confusion arises in the
Chinese case because the volumes of financial flows are so high. What gets
overlooked is the diversity of instruments being used to pursue these ventures
and the fact that China, like Brazil, India and the Gulf States is willing to
invest in areas that are considered too risky for Northern firms. Moreover, the
sheer number of people being trained each year in Brazil, China, India and
South Africa points to a revival of the original ethic behind programs such as
the Fullbright and Chevening scholarship schemes, namely a real transfer of
capacity and technical knowledge that also creates soft power linkages. The
result is a more policy coherent approach to development cooperation, which is
founded on a more holistic approach that sees expanded national development
as predicated on wider Southern development because the future possibilities
from Northern market access are very limited.

One issue not addressed in this paper is the possibility that the
expanded volume and range of South-South engagement in cooperation will
create new problems or reverse existing gains, most notably through the
creation of new debt loads and lack of coordination amongst existing programs.
While there is much to this concern, the abiding reality is that the DAC itself is
still grappling with in-country and cross-country coordination to the point
where member agencies are still highly reluctant to accept the probity of
reporting and assessments from their counterparts because the documentary
templates differ. Understandably, developing countries are not waiting for this
issue to be resolved and instead taking advantages of the new opportunities
that come from South-South development cooperation, opportunities that

increasingly extend beyond foreign aid.
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ABSTRACT

This paper looks at the rise of South-South cooperation as an alternative to
traditional foreign aid provision by member agencies of the OECD's Development
Assistance Committee. It tracks the rise of South-South cooperation and places it in the
context of contemporary approaches to development programming, arguing that there
are valuable lessons for the North in this Southern-driven approach to development.
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COLONIAL GLOBALISATION TO
POSTCOLONIAL GLOBALISATION: NON-
ALIGNMENT AND SOUTH-SOUTH
COOPERATION'

Aditya 1\/Iukherjee2

The revisionist view of colonialism which seeks to portray colonialism in a
positive licht has now become once again fashionable. This is particularly true
for countries which in recent years have been doing very well, countries in East,
Southeast and South Asia such as China, South Korea, Indonesia and India.
Surprisingly, the view that is now being argued is that the current success of
this region is closely connected with the colonial experience. It is suggested that
it is the colonial opening up, which created the conditions for the economic take
off in these countries.

A peculiar argument has emerged which tries to claim the credit for the
current success of this region to their colonial past. By a virtual sleight of hand,
the two processes of globalisation, one under colonialism, between the 16t and
the 19t centuries; and the other after the Second World War adopted by
independent nation states are conflated. The fact that in the colonial period
there was an enormous movement of labour and capital, and an enormous
expansion of trade is being conflated with a similar expansion, in fact in some

ways even a larger expansion, of trade and movement of capital that was

! Paper read at the Brazilian Seminar of International Strategic Studies (SEBREEI), Porto Alegre,
Brazil, 22 June 2012.

2 Director, Institute of Advanced Study, Jawaharlal Nehru University, New Delhi.
(mriduladitya@gmail.com)
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witnessed in the 20t century, especially since the 1960s. No mention, of course,
is made of the fact that in the latter phase labour did not move as easily as it
used to move in the early colonial phase or of the fact that the earlier process
occurred under colonial hegemony for colonial purposes while the latter process
was essentially mediated through independent nation states in a vastly changed
global capitalist system.3

In this colonial understanding, the “bad” phase in the postcolonial
countries like India was the nationalist, ‘protectionist’ phase which attempted
to unstructure colonialism and promote national development. That is, in the
Indian case, ‘the fly in the ointment’ was the Nehruvian phase. The “good”
phases were the colonial period, when the colonial economies were opened up to
the world, and again the open economy after the so-called ‘neo-liberal’ economic
reforms in the second half of the 20" century.

This kind of position is found not only in the writings of Niall Ferguson,
the very title of whose book ‘Empire: How Britain Made the Modern World’
sums up his basic conclusion that Britain made the modern world through the
empire (FERGUSON, 2003). One finds such positions taken in the writings of
Tirthankar Roy whose neo-colonial work published by Oxford University Press
as the Economic History of India would in my opinion embarrass even the
conservative British Viceroy Lord Curzon because of the blatant manner in
which it argues the colonial paradigm (TIRTHANKAR, 2006). Similar
positions are taken currently by economists like Lord Meghnad Desai, a former
Marxist, who has moved considerably to the Right.

The basic position argued by these neo-colonialists is that colonialism
had a positive impact on the colonies and that particularly the expansion of
trade, creation of transport and communication infrastructure, etc., under
colonialism were very beneficial for the colony and created positive initial
conditions in the postcolonial situation. It is also argued that the early
postcolonial phase which was relatively protectionist was what was wrong in
the development of these societies. As Meghnad Desai put it “the first 40 years

of India’s Independence (including the Nehruvian years) were wasted.” He also

3 For a brilliant analysis of the globalisation occurring post World War 11, with world capitalism having
reached a new phase, see Eric Hobsbawm, Age of Extremes: The Short Twentieth Century
(Harmondsworth: Penguin, 1994).
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argued that colonialism actually developed India and at independence left India
among the top ten industrial countries of the world (DESAI, 2009)! I have in
detail critiqued these colonial views elsewhere  MUKHERJEE, 2007; 2010).
The Nehruvian effort at “unstructuring” colonialism and move in the
direction of independent economic development was also critiqued, if not
rubbished, by the opposite end of the ideological spectrum, based on a
completely different set of assumptions. The orthodox Left, drawing its position
from the 1928 VI Congress of the Comintern (Communist International), argues
that no independent development is possible in not only the colonial situation
but even after the colonial society has won political independence. It is argued
that colonial economies and even postcolonial ‘peripheral’ economies necessarily
developed in a manner that led to the further structuring in of dependence,
making it 7fmpossible for them to break out of this dependent status unless these
societies broke out of the capitalist path altogether and went over to socialism.
This view was argued by Baul Baran in the 1950s, when a major spurt of
decolonization was taking place and was taken up, somewhat understandably,
by some of the dependency theorists in Latin America like Gunder Frank, as
well by recent Marxist and neo-Marxist scholars like Samir Amin, Hamza Alavi.
Given the a priori assumptions of this line of thinking India during Nehru’s
leadership could not have developed independently as India had not gone
socialist. In fact, the Communists immediately after independence declared that
this independence was not ‘real’ and Nehru was ‘a running dog of imperialism’.
However, this line of thinking, termed the CBF Model (Comintern-Baran-
Frank) by Bipan Chandra has been strongly critiqued in India from within the
Left (CHANDRA, 2012) and it has been questioned elsewhere too (CARDOSO;
FALETTO, 1979). I have done an extensive critique of this position elsewhere.*
In this paper, I shall first, in brief, argue that the colonial legacy did
not create positive “initial conditions” and that the path to development
necessitated the "unstructuring’ of colonialism. Second, I shall outline elements

of the Nehruvian strategy for ‘unstructuring’ colonialism showing that the

+ See Aditya Mukherjee and Mridula Mukherjee, “Imperialism and the Growth of Indian Capitalism in
the Twentieth Century”, Economic and Political Weekly, 12 March 1988; and Aditya Mukherjee,
Imperialism, Nationalism and the Making of the Indian Capitalist Class (New Delhi: Sage, 2002).
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Nehruvian period rather than being wasted or leading to further dependency
actually promoted independent development and created the structural
conditions for rapid development in later years. The Nehruvian strategy, which
I call the ‘Nehruvian consensus’ at independence, was a product of a particular
historical conjuncture. ‘Non-alignment’ was one aspect of this consensus. The
historical conjuncture was constituted by a number of factors such as the legacy
of colonialism or the “initial conditions” at the point of independence, the

nature of world capitalism and the global balance of power at that time.

Colonial Legacy

A typical colonial economy often acquired features which though they appeared
to be ‘modern’ or capitalist, they in reality performed completely different and
distinctly colonial roles as they occurred within the colonial framework. For
example, a colonial situation could witness, as it did in India, a high degree of
commercialisation (or generalised commodity production), rapid growth in
transport and communications, close integration with the world market and a
high degree of ‘potential investible surplus’ raised from within the economy —
all features associated with capitalist development. Yet in the colonial context
all these developments led to capitalist development in the metropolis but
further colonial structuring in the colony. It ended up, to use the early Indian
nationalist, Tilak’s, expressive phrase, “decorating another’s wife”, while
disfiguring one’s own.

In the Indian colonial economy, which was forcibly internally
disarticulated and extroverted, the above changes did not stimulate internal
intersectoral exchanges between Indian agriculture and Indian industry, or
between Indian consumer goods industry and capital goods industry.> The
circuit of commodity circulation was completed via the metropolis where
colonial agriculture was linked to metropolitan industry, or colonial consumer
goods industry (if and when it was allowed to develop) with metropolitan
capital goods industry; the multiplier effects of these exchanges were thus

transmitted abroad. Similarly, the surplus generated in the colonial economy

5> The question of exchange between the sector producing capital goods for the capital goods industry and
the capital goods industry did not arise.
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did not lead to extended reproduction through investment (the key feature
which distinguishes capitalism from pre-capitalist modes of production) thus
raising the organic composition of capital and productivity to a higher level on
a significant scale within the indigenous economy, but facilitated this process in
the metropolis (MUKHERJEE, 2010; ALAVI, 1974). Traditional artisanal
industry was destroyed (LUTSKY, 1969), (i.e., a process of de-industrialization
occurred in a country which was the world’s largest exporter of textiles in the
precolonial era) and not replaced with modern capital intensive industry on any
significant scale.

Capitalism did not grow in agriculture either. Commodity production in
agriculture was in response to a “forced commercialisation” to primarily meet
the colonial state’s revenue demands and not with a capitalist rationality, i.e.,
to earn profit for investment. Typically, agriculture witnessed a high degree of
differentiation but it did not lead to capitalist farming through extended
reproduction. The petty mode of production was perpetuated in agriculture
with the large estates being let out to temants with small holdings who
continued to cultivate at more or less the same traditional levels of technology.¢
Moreover, agricultural output and exports, even when they grew,” they
remained articulated with metropolitan industrial and other needs.

Colonialism has to be viewed and evaluated as an overall structure.
Growth in one or the other sector of the colonial economy or society cannot be
evaluated as ‘partial’ development (to be offset against the lack of such growth
in another sector) if that sectorial growth was instrumental in creating the

colonial structuring which led to overall stagnation and even decline. The

¢ This tendency has been shown to be true even in areas like Punjab, in India, which has been wrongly
claimed as moving in the direction of capitalist agriculture in Mridula Mukherjee, Colonialising
Agriculture: The Myth of Punjab Exceptionalism (New Delhi: Sage, 2006). See also Aditya Mukherjee,
"Agrarian Conditions in Assam 1880- 1890: A Case Study of Five Districts of the Brahmaputra Valley",
The Indian Economic and Social History Review, Volume XVI, Number 2, Apr-June 1979, pp. 207-232,
for a discussion on how colonial structuring of Indian agriculture occurs in a vastly different situation
(from Punjab).

7 In some instances, such as the sugar plantations of Indonesia in the late 19" century, they were
operated by foreign capital at high levels of investment and technology, but yet they remained totally
articulated to colonial needs and had no positive effect towards growth of capitalist agriculture in
Indonesia. See, for example, Clifford Geertz, Agricultural Involution: The Process of Ecological Change
in Indonesia (Berkeley: University of California Press, 1963); J. S. Furnivall, Netherlands India (New
York: 1944); and id., Colonial Policy and Practice (New York: New York University Press, 1956).
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development of railways, foreign trade, telegraph, agrarian transformation, a
colonial civil service, etc., occurred in a manner that they became critical
instruments in converting the pre-capitalist and sometimes emerging capitalist
societies® into a stillborn colonial structure. The very instruments of the
subversion of modern capitalist development in favour of colonial structuring
cannot be treated as the ‘residual’ or ‘partial” benefits of colonialism, a fallacy
which unfortunately creeps into the thought of otherwise staunch liberal
nationalists at the highest level and even some Marxists.

The structural distortions created by colonialism made the future
transition to self-sustained growth much more difficult. It required the
overthrow of colonialism, and the “unstructuring’ of the colonial structure for
India to start its attempt to build independent capitalism after colonialism for
nearly two hundred years ravaged its economy and society and deprived it of
the opportunity of participating in the process of modern industrial
transformation occurring in other parts of the world. Despite certain positive
developments in the Indian economy in certain areas,’ since W.W.I till 1947,
India remained essentially backward and structurally colonial. The Indian
economy at independence was still basically dependent on a stagnating, low
productivity, ‘semi-feudal’ agriculture with modern industry (in 1950)
contributing a mere 6 to 8 per cent of the national income and (in 1951)
employing 2.3 per cent of the labour force (in 1946) (GOLDSMITH, 1983;
CHANDRA, 1992).

What India inherited after two hundred years of colonial ‘benevolence’,
which allegedly gave India the ‘advantages’ of ‘commercialisation’, ‘exposure to
the world market’, ‘transport and communication’, ‘a strong state’, ‘western
scientific skills’, etc., benefits that Tirthankar Roy could hardly stop listing,
was a very sorry state of affairs indeed.

As Angus Maddison’s monumental work shows, India was the largest
economy of the world for the entire thousand years of the first millennium

accounting for close to 30 per cent of the world’s GDP. Till as late as the

8 For example, Mohammad Ali’s Egypt in the 1830s.

9 1 have shown elsewhere how even these positive developments were not the result of colonialism but
were wrenched from it and occurred in spite of and in opposition to colonialism. See, for example,
Imperialism, Nationalism and the Making of the Indian Capitalist Class (New Delhi: Sage, 2002), ch. 1.
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beginning of the 18" century India’s was still the largest economy with about
25 per cent of the world’s GDP, more than eight times that of the United
Kingdom. The decline started soon after and at the end of nearly two hundred
years of colonial rule (during which Tirthankar Roy claims “colonial India
experienced positive economic growth”) (TIRTHANKAR, 2006). India’s share
had been reduced to a mere 4.2 per cent in 1950. A few decades were needed
after independence before India could sufficiently shrug off the colonial legacy
and begin to gradually claw her way back into improving her share of the global
pie (MADDISON, 2007). This aspect we will deal with shortly.

The impact of colonialism in human terms was traumatic and all too
visible. At independence the average life expectancy was barely 30 years. The
poor obviously died much younger. India was faced with acute food shortages
creating near famine conditions repeatedly in different areas. The Bengal
famine of 1943, just four years before the British left, claimed more than three
million lives.!® Between 1946-53 about 14 million tons of food grains worth
Rs.10,000 million had to be imported, seriously affecting India's planned
development after independence. In 1951, 84 percent of the people (92 per cent
women) were illiterate.

It was from these abysmal initial conditions that Independent India
under Nehru had to commence its journey towards modernization. An
important element at the beginning of this journey was the setting up of the
process of "unstructuring’ the colonial structure so that the Indian economy and
society was ready for take-off. We will outline below the contours of the

strategy followed to unstructure colonialism.

The Nehruvian Strategy
Apart from the abysmal initial conditions an equally important element of the

historical conjuncture that determined the course followed by independent

10 See Amartya Sen, Poverty and Famines: An Essay on Entitlements and Deprivation (Delhi: Oxford
University Press, 1982), Appendix D, pp.195-216, for a comprehensive exercise in estimation of famine
deaths during the Bengal famine. While the Famine Inquiry Commission put it at 1.5 million, Sen
convincingly argues why the figure is closer to around 3 million. See also Paul Greenough, Prosperity and
Misery in Modern Bengal: The Famine of 1943-44 (New York: Oxford University Press, 1982), where he
argues a higher figure, and Rakesh Batabyal, Communalism in Bengal: From Famine to Noakhali, 1943-
47 (New Delhi: Sage, 2005).
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India was the legacy of the movement, which led to the creation of the
independent Indian state. Evidently, the nature of the newly born state is
critically determined by the nature of the movement that leads to the creation
of that state. The three basic elements of the Indian national liberation
struggle, which created a deep impact on the Indian state at independence, were
a commitment to anti-imperialism or sovereignty, commitment to a democratic
civil libertarian framework (which inter alia meant creation of an inclusive,
multicultural secular society) and the desire to maintain a pro-poor
orientation.!" Particularly the first two, i.e., maintenance of sovereignty and
democracy became two non-negotiables within which the Nehruvian Consensus
had to function. This led to the Nehruvian attempt at industrial transformation
with democracy, a unique attempt. In Nehru’s words a path “unique in
history”.!2 Never before in history was the process of transition to industrialism
or the process of primitive accumulation accomplished along with democracy.

The non-negotiable commitment to democracy meant that the
necessary ‘surplus’ required for investment in order to facilitate the transition
to industrialism could not be raised on the backs of the Indian working class
and peasantry or on the basis of colonial surplus appropriation as happened in
other countries in the past.!3

The commitment to sovereignty meant that the transition could not be
accomplished with foreign aid or intervention in a manner that would make it a
junior partner of any advanced country, however powerful it may be. The
imperative of maintaining sovereignty was a natural pointer towards non-
alignment in the post-World War Il Cold War situation where the world was

divided into two power blocs. The policy of non-alignment in other words was

11 See my chapter “Political Economy of the Post Colonial Indian State” in Bipan Chandra, Mridula
Mukherjee and Aditya Mukherjee, India Since Independence (New Delhi: Penguin, 2008), for a detailed
discussion on the impact of the Indian National Movement on the postcolonial Indian state.

12 Nehru was deeply conscious of this and often spoke about it. See, e.g., “Minutes of the fourth meeting
of the National Development Council”, New Delhi, 6 May 1955, File Number 17(17&/56-PMS in Selected
Works of Jawaharlal Nehru, Second Series, Vol. 28, p.371). See also my introduction to Aditya
Mukherjee (ed.), A Centenary History of the Indian National Congress, Volume V, 1964-84 (New Delhi:
Academic Foundation, 2011).

13 See Aditya Mukherjee, “Empire: How Colonial India made Modern Britain”, Economic and Political
Weekly, Volume XLV, No 50, 11 December 2010, for a detailed discussion of how colonial surplus
appropriation aided the process of primitive accumulation in the West.
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as much a function of the strategy of economic development chosen by India, as
it was a product of the Indian national movement’s commitment to world peace
and sovereignty of nation states.

Nehru and the early Indian planners had correctly understood that
political independence was of little value if it could not be used to acquire first
economic and then intellectual independence. At independence, because of the
nature of colonialism it was subjected to, India was virtually totally dependent
on the advanced world for capital goods and technology for making any
investment. India then produced virtually no capital goods. In 1950, India met
nearly 90 per cent of its needs of even machine tools, leave alone machines,
through imports. This meant that though India was politically independent it
was completely dependent on the advanced countries for achieving any
economic growth though investment.

This was a neo-colonial type situation, which needed immediate
remedy. And this is the situation that the famous Nehru-Mahalonobis strategy
tried to reverse by adopting a heavy industry or capital goods industry based
industrialisation. During the first three plans (1951-65) industry in India grew
at 7.1 per cent per annum. This was a far cry from the deindustrialisation
process of the 19t century and the slow industrial growth between 1914-47.
More important “the three-fold increase in aggregate index of industrial
production between 1951 and 1969 was the result of a 70 per cent increase in
consumer goods industries, a quadrupling of the intermediate goods production
and a ten-fold increase in the output of capital goods” (VAIDYANATHAN,
1983). This pattern of industrial development led to a structural transformation
of the colonial legacy. From a situation where to make any capital investment,
virtually the entire equipment had to be imported the share of imported
equipment in the total fixed investment in the form of equipment in India had
come down to 43 per cent in 1960 and a mere 9 per cent in 1974, whereas the

value of the fixed investment in India increased by about two and a half times

over this period (1960-74).14

14 See Aditya Mukherjee, “Planned Development in India 1947-65: The Nehruvian Legacy” in Shigeru
Akita (ed.), South Asia in the 20th Century International Relations (Tokyo: Institute of Oriental
Culture, the University of Tokyo, 2000), and also in Bipan Chandra, Mridula Mukherjee, Aditya
Mukherjee, India Since Independence, op. cit., ch.25. These paragraph’s figures are from an extremely
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This was a major achievement and, as it considerably increased India's
autonomy from the advanced countries in determining her own rate of capital
accumulation or growth, it created the key condition for non-alignment or
relative independence from both the power blocs. In my understanding no
amount of diplomatic finesse could achieve and sustain the objective of non-
alignment without the economic basis of relative autonomy having been
created.

The heavy industry based industrialisation had to be achieved without
losing India’s independence as after all the whole purpose of the following this
path was to achieve such an independence. As India at independence did not
have a sufficiently large indigenous private enterprise to take on the massive
task of developing capital goods industries the only other option was to develop
it through the public sector. The option of basing the development of this sector
on foreign capital did not arise as the Nehruvian consensus was that sovereignty
would be achieved only if its industrial development was primarily built
indigenously and was not based on foreign capital. The public sector was clearly
seen as the alternative to foreign capital domination and not necessarily as an
alternative to the private enterprise if it was available  MUKHRJEE, 2002).

India adopted the path of a mixed economy where a large public sector
would exist in partnership with the private sector. They would be
complimentary and not in contradiction with each other MUKHRJEE, 1974).
The United States, with its virtual paranoia about socialism was unwilling to
help India follow this path of independent industrialisation based on a
nationalised or public sector. The US insistence on the private sector and its
own favoured model of development pushed India towards the Soviet Union.
But then sovereignty and non-alignment meant that India would not be client
state or junior partner to any of the super powers. When the US stance pushed
India too hard in one direction India sought Soviet help to remain non-aligned
and follow an economic path of her own choice. Soviet help did not mean that
India accepted the economic framework favoured by them. Indian planning

borrowed many elements of the Soviet model but was critically different in two

persuasive piece by Vijay Kelkar, “India and the World Economy: A Search for Self Reliance”, Paper
read at Seminar on Jawaharlal Nehru and Planned Development, New Delhi, 1980, and reprinted in
FEconomic and Political Weekly, Volume 15, Numbers 5-7, February 1980.
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aspects. First, it created a system where private enterprise could grow in
tandem with the public sector rather than a system which would abolish it
altogether. Second, planning in India was to be consensual and not a command
performance. L.e., every aspect of the planning strategy had to be acceptable to
different sections of Indian people in a democratic manner.

Apart from increase in public expenditure the other way of reducing
foreign dependence for achieving internal growth was to increase domestic
savings and capital formation. Here too the years after independence saw a
structural breakthrough. The last half a century of century of colonial rule
(1901-1946) saw the gross capital formation in the Indian economy hover
around 6 to 7 per cent of GDP (GOLDSMITH, 1983). The net capital formation
during this period was perhaps nil or even negative as the drain or the unilateral
transfer of Indian ‘potential investible surplus’ to Britain has been variously
calculated to be between 5 to 10 per cent of her GDP (HABIB, 1995; HABIB,
1975; PATNAIK, 2000; CHANDRA, 2008). The first fifty years after
independence on the other hand saw the annual rate of capital formation rise
consistently sharply from about 9 per cent in 1950-55 to about five times the
colonial rate (assuming there was no drain) in 2005-6, a whopping 33.8 per cent
(ECONOMIC SURVEY, 2007).15

While reducing dependence on foreign capital and technology for
making indigenous investment was one way of gaining and keeping the
country’s sovereignty intact there were other strategies adopted as well. India
undertook a deliberate strategy of diversifying its foreign trade so that her
dependence on any one country or bloc of countries was reduced. As a result the
geographical concentration index (GCI) of trade with foreign countries declined
sharply. GCI of India’s exports declined from 0.69 in 1947 to 0.22 in 1975. There
was a similar decline in GCI in case of imports. Significantly, the result of the
declining GCI was that the share of the metropolitan countries of the West,
which earlier dominated India’s trade, declined sharply. For example, the share
of UK and USA in India’s exports, which was 45 per cent, in 1947 fell by more
than half and by 1977 it was only 20 per cent (KELKAR, 1980). This was

15 Computed from Economic Survey 2006-07 (New Delhi: Government of India, 2007), Tables 1.4, 1.5, S-
6 to S-9.
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partly achieved by the increase in India’s trade with the Socialist bloc (which
bailed out an extremely foreign exchange short India by allowing barter and
Rupee trade) and other under developed countries.

The diversification was to keep dependence on any one country or bloc
of countries low. The shift away from the UK and USA was however, not to
lead to becoming a Soviet ‘stooge’. That would defeat the whole point of non-
alignment.

Care was taken to keep a similar attitude in the area of military
dependence as well. India did move considerably towards the Soviet Union for
its military requirement partly to offset its earlier virtual total dependence on
the West in this area and partly because the Soviets offered better terms
including a much higher degree of indigenization of defense equipment bought.
Yet India avoided a total dependence on the Soviet Union either. If MIGs were
bought so were Jaguars.

Moreover, while dependence on any one country or bloc of countries
was sought to be kept low and decreasing, in the early decades after
independence, the overall dependence on the outside world was also kept low.
Total foreign trade (exports and imports) as a proportion of GDP remained low
through the 1950s to 1970s, hovering around 10 per cent (it rose to over 30 per
cent in the new millennium as a result of the economic reforms which
accelerated since 1991). Dependence on foreign aid was also kept low and
brought down sharply. Net aid as percentage of India’s Net National Product
declined from 3.88 per cent in the 27! Plan to between 0.5 and 1.8 per cent in the
1970s (KELKAR, 1980).

Another area of concern for the maintenance of India’s sovereignty and
ability to stay non-aligned was India’s food security. This was learnt at great
cost by India in the mid-1960s when massive food shortages made India greatly
dependent on the United States for supply of foodgrains under the Pl 480
scheme. This was a dependence which the United States used to keep India on a
“tight leash” to use President Lyndon Johnson’s shocking phrase. India was
forced to experience what has been called a ‘ship-to-mouth’ existence and was
arm-twisted into adopting economic policy measures asked for by the US
(MUKHERJEE, 2011).

The quest for self-sufficiency in food was now pushed with greater

urgency adopting what has been called the Green Revolution strategy. It
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produced dramatic results. The legacy of colonialism was such that at the end of
colonial rule, per capita agricultural output actually fell at an annual rate of
0.72 per cent between 1911 and 1941 and food crop output fell even more
sharply by 1.14 per cent per year over the same period. Food grain yields per
acre were declining at 0.44 per cent between 1921 and 1946 (BLYN, 1966). No
wonder at independence India was faced with chronic food shortages and
famine conditions. This situation was getting reversed with Indian agriculture
in the first three plans (up to 1964) growing at over 3 per cent per annum, eight
times faster than in the half century preceding independence (1891-1946)
(BLYN, 1966). Moreover, areas like Punjab were showing massive increases in
yields with the value productivity of 11 major crops increasing by 12.5 per cent
per year between 1950 and 1970 (MUKHERJEE, 2006). The combination of
the land reforms and the investments in infrastructure — like irrigation,
electricity, etc. —, initiated by Nehru, and the Green Revolution strategy
implemented after him led to a structural break in Indian agriculture. As a
result, the net imports of foodgrains declined from over ten million tons in 1966
to less than half a million ton in 1977. By the 1980s India was self-sufficient in
food with buffer stocks exceeding 30 million tons.!6

Last but certainly not the least Jawaharlal Nehru and the early Indian
planners were acutely aware of India's backwardness and near total dependence
on the advanced world in science and technology (an area left consciously
barren in the colonial period) and therefore made massive efforts to overcome
this shortcoming. Almost every known scientific institution in India was
conceived in the Nehruvian period be it the IITs, the (BARC) Bhabha Atomic
Research Centre, the National Physical Laboratory, the National Chemical
Laboratory, the Centre for Scientific and Industrial Research (CSIR) and
numerous such others. An unprecedented increase occurred in the educational
opportunities in science and technology in the universities and institutes.
National expenditure on scientific research and development kept growing
rapidly with each plan. For example, it increased from Rs. 10 million in 1949 to
Rs. 4.5 billion in 1977. Over roughly the same period the stock of India's

16 See Aditya Mukherjee, “Agricultural Growth and the Green Revolution” in Bipan Chandra, Mridula
Mukherjee and Aditya Mukherjee, India Since Independence, op. cit.
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scientific and technical manpower increased more than 12 times from 190
thousand to 2.32 million spectacular growth by any standards. It is Jawaharlal
Nehru’s brilliant and precocious anticipation of the move towards a ‘knowledge
society’ in world capitalism and his huge emphasis in this area from the first
plan itself, which has enabled post economic reform India to reap the benefits of
the global opportunities in the information and the knowledge sector

(MUKHERJEE, 2008).

111

In sum then, it is the reversal of the colonial structuring by creating a
diversified industrialisation leading to considerable self-reliance for promoting
growth, a dynamic growing agriculture creating food security, higher rates of
domestic capital formation, greatly improved scientific and technical
capabilities reducing foreign dependence on capital and technology which
enabled India to chart out an independent foreign policy, relatively
independent of both the power blocs in the Cold War period. It enabled India,
still a very poor country to play a leading part in the Non-Aligned Movement, a
movement which was seen with great suspicion particularly by the US-led bloc.
It explains Indira Gandhi’s ability to withstand US efforts at playing big
brother at India’s most vulnerable moments.

Nehru with his personal international prestige and the prestige of the
Indian national liberation struggle (which transformed the colonial world)
behind him was in the initial years after independence able to pursue an
independent foreign policy even before the process of colonial unstructuring had
begun to bear fruit fully. However, such a stance was not sustainable in the
long run without the Indian economy acquiring a relative autonomy. This was
particularly so after Nehru passed away and the glow of the national liberation
struggle began to wane.

The Nehruvian years far from being the ‘wasted years’ laid the
foundations of building a sovereign democratic country by ‘unstructuring’ the
colonial structure imposed on India. Without this foundation the Indian
economy was not ready for an economic ‘take off” as a sovereign nation. It was
this foundation, which enabled the Indian economy to participate in
globalisation process without compromising its sovereignty and with great

advantage to itself, achieving an unprecedented growth trajectory. It is not an
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accident that both the former colonies or semi-colonies like India and China
which had faced massive colonial exploitation and had been brought to their
knees during the colonial period needed a few decades of colonial “unstructuring’
before they could once again open up to the world and achieve impressive
indigenous development.

The Nehru years may have achieved slow growth, though compared to
the colonial period they were quite impressive. The growth of per capita income
in India in the colonial period was either zero or very low, remaining way below
that of the independent countries of Europe, USA and Japan between 1820 and
1913. In the last decades of colonial rule, after colonialism had had its full
impact, the per capita income in India actually declined at an annual rate of -
0.22 per cent between 1913-1950. After independence, on the other hand, it
grew at 1.4 per cent in the first couple of decades between 1950-1973. This was
about 3 times faster than the best phase (1870-1913) under colonialism
(MADDISON, 2007).

However, it is after the initial Nehruvian decades after independence
that the growth rates shoot up, especially after the adoption of economic
reforms and the greater participation in the globalization process. Between
1973-2001 the per capita income grew at an annual rate of 3.01 per cent, (a rate
considerably higher than that achieved by West Europe, USA or Japan) !7 and
in the four years (2003-4 to 2006-7) at an astounding 7 per cent (it was over 8
per cent in 2006-7) comparable to the explosive rates achieved by Japan
(though in very special circumstances) between 1950-73.18 Two points need to
be noted about these high growth rates, First, that they were a product of the
foundation laid in the Nehruvian period. Second, these growth rates could be

achieved without compromising India’s sovereignty or the choice of her path of

17 West Europe as a whole grew at 1.88 per cent between 1973 and 2001. Maddison, ibid., p. 643.

18 Figures for 2001-2007 are based on Economic Survey 2006-07 (New Delhi: Government of India, 2007),
Tables 1.2, S-4; and Aditya Mukherjee, “Indian Economy in the New Millennium”, in Bipan Chandra,
Mridula Mukherjee and Aditya Mukherjee, India Since Independence, (New Delhi: Penguin, 2008). 1
have taken the per capita income growth rate for 2006-2007 at a conservative 8 per cent. S.
Sivasubramonian’s comprehensive and detailed study confirms the sharp break in aggregate growth rates
as well as in different sectors of the economy between 1900-1947 and 1947-2000. See, e.g., S.
Sivasubramonian, The National Income of India in the Twentieth Century (New Delhi: Oxford
University Press, 2000), Table 9.35, Fig. 9.5, pp. 622-628.
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democracy, again because of the foundations laid in the Nehruvian period.

Quite contrary to the argument of the orthodox Left post-economic
reform India has not surrendered her sovereignty to neo-colonial imperialist
forces or the so-called “Washington consensus’. Far from the Indian economy
becoming more ‘dependent’ since the reforms it has considerably improved its
bargaining power with external world. While certainly there has occurred a
greater integration with the external world it has not occurred at the cost of
India losing its sovereignty (MUKHERJEE , 2008). While non-alignment can
no longer take the same form as it did during the Cold War period, with the
emergence of the so called unipolar world, Indian economic strategy and foreign
policy retains the spirit and essence of non-alignment and has refused to get
drawn into a junior partner relationship with any country or bloc of countries.
India’s participation in South-South cooperation, IBSA, BRICS and increasing
interest in the ASEAN as well as the look East policy all appear to be under the
rubric of non-alignment and opposition to big power hegemonic dominance.

One may add in the end that the commitment to ‘democracy’, the other
imperative apart from the quest for sovereignty, which was bequeathed to
Indian people as the legacy of her national liberation struggle, and which Nehru
carefully nurtured, was very important in the maintenance of India’s
independent position. It is easier to dominate a country ruled by ‘tin-pot’
dictators than a functioning democracy. India would not be easy to push
around even if there were certain governments which were weak or ideologically
committed to any one bloc because the Indian people as a whole would not

accept it.

Conclusion

To sum up then, the Nehruvian years succeeded in making a paradigmatic
break from the colonial past and created the conditions for India entering the
economic modernization process. This is quite contrary to the argument of neo-
liberal enthusiasts and neo-colonialists who demonise the Nehru years, seeing
them as the “wasted years” after independence with true development
occurring in the colonial period and again only since the economic reforms and
India opening up to the global economy (DESAI, 2009; TIRTHANKAR, 2006).
It is the structural breaks that the Nehruvian period made in several areas such

as creating a diversified industrial capacity, a scientific and technical
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educational infrastructure land reforms, and agricultural transformation that
laid the foundation for the subsequent developments. India’s developmental
breakthrough since the economic reforms was not despite the Nehruvian phase
but was made possible because of 1t.

It is equally wrong to demonise the shift to economic reforms involving
a certain liberalization and participation in the globalisation process and seeing
it as a sell out to imperialism or as an eminent economist of the Left put it as
the nation state now being “dictated by the caprices of a bunch of international
rentiers” (PATNAIK, 1998; 2003).

The broad consensus that has emerged in India in recent years,
however, does not take such a dim view of the reforms. The commonly
perceived need for a shift away from the excessively dirigiste, inward looking
and protectionist strategy, which was leading to a dangerous fall in efficiency
and productivity levels and the urge to participate in the globalisation process
in the altered circumstances of world capitalism in recent decades, where major
possibilities had emerged of utilising global capital and global markets for
indigenous development, has led to the emergence of a broad consensus in
favour of reform. This was a consensus reminiscent of the earlier Nehruvian
consensus both in terms of the objectives and width of support. The desire to
achieve the same goals set out at independence — of self-reliance, rapid growth
and removal of poverty —and not their abandonment, now drew support for
reform and the adoption of the new strategy.

The fact that India was able to demonstratively profit by participating
in the globalisation process, including by opening its doors considerably to flows
of foreign goods, services and capital, without being overwhelmed by it, and
that China had continued to follow this path with greater enthusiasm and with
remarkable success, further cemented the consensus around the need for change
in the direction of economic reform that had emerged in India by 1991. It is no
accident that so many of the very people who created, outlined or subscribed to
the earlier Nehruvian strategy over time saw the necessity of reform. We have
had, for example, apart from Indira Gandhi herself, the radical economist of the
Nehruvian era K.N. Raj, the Marxist economist Lord Meghnad Desai, the
Nehruvian Narasimha Rao, Left economists Late Sukhamoy Chakravarty, C.H.
Hanumantha Rao, Arjun Sengupta and Nobel laureate Amartya Sen, and

267



Colonial Globalisation to Postcolonial Globalisation: Non-Alignment and South-South Cooperation V.1, n.2. JU |/Dec.201 2

practicing Communist and Chief Minister of West Bengal for the longest tenure
since independence, Jyoti Basu, his successor in the Communist led West
Bengal Government, Chief Minister Buddhadeb Bhattacharya — all
implementing or arguing for economic reform involving liberalisation and
participation in the globalisation process, though with different approaches and
in varying degrees. Even the BJP despite the strong resistance of the RSS
supported Swadeshi Jagaran Manch, is essentially committed to pressing on
with reforms.

In this context, it is very instructive to see the position adopted by the
former Left Dependency thinker F. H. Cardoso, who as President of Brazil
guided the country through economic reform and participation in the
globalisation process. He made a major shift from his earlier position and
pointed out how the nature of foreign capital had changed and could be used for
indigenous development of underdeveloped countries. He argued that
globalisation was a fact that could not be ignored, and thus the relevant point
of debate is not whether to globalise but how to globalise so that a better
bargain be achieved for the backward countries and a proper cushion be
provided to the poor so that they are not made to bear the cost of the initial
transition. This is a view which the supporters of reform from the Left in India
as well as the more sagacious business leaders have generally accepted. Very
significantly, Cardoso emphasised that popular mobilisation and community
work would be necessary to ensure that that the poor were fully protected. He
added that the democratic space in India and the tradition of resistance from
the time of Mahatma Gandhi gave India a clear advantage over many other
underdeveloped countries (verbal information) (CARDOSO, 1996).

In fact, the recent popular mobilisations in India, leading to progressive
legislations by the UPA government after it came to power in 2004, like the
National Rural Employment Guarantee Act and Right to Information Act are
significant initiatives in the direction of deepening India’s democracy and
empowering the poor and underprivileged so that the chief challenge facing
India today that of reaching to the poor the benefits of its economic success

more effectively.
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ABSTRACT

In this paper, I shall argue, in brief, that the colonial legacy did not create
positive “initial conditions” and that the path to development necessitated the
‘unstructuring’ of colonialism. Second, I shall outline elements of the Nehruvian
strategy for ‘unstructuring’ colonialism showing that the Nehruvian period rather than
being wasted or leading to further dependency actually promoted independent
development and created the structural conditions for rapid development in later years.
The Nehruvian strategy, which I call the ‘Nehruvian consensus’ at independence, was a
product of a particular historical conjuncture. ‘Non-alignment’ was one aspect of this
consensus. The historical conjuncture was constituted by a number of factors such as the
legacy of colonialism or the “initial conditions™ at the point of independence, the nature
of world capitalism and the global balance of power at that time.
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PARTNERS

NERINT

The Brazilian Center for Strategy and International Relations (NERINT) was
the first center dedicated exclusively to the study and research in international
relations in Southern Brazil. It was established in 1999 at the Latin American
Institute for Advanced Studies (ILEA), within the Federal University of Rio
Grande do Sul (UFRGS), Porto Alegre (known for hosting the World Social
Forum), Brazil. Its main goal has always been the study of main
transformations within the post-Cold War international system through an
innovative and argumentative perspective. Also, NERINT has always sought
ways to contribute to the discussion of a renewed national project for Brazil
through the understanding of the available strategic options to consolidate an
autonomous international presence for the country from the perspective of the
developing world.

Brazil’s choice of an “active, affirmative, and proactive diplomacy” at
the beginning of the 21 century has converged with projections and studies put
forward over numerous seminars and publications organized by NERINT (2
collections amounting to 24 published volumes). Exploratory studies on the new
areas of active engagement by developing countries have proven themselves
correct and have met remarkable development over the years. Over the years,
cooperation with States, business, academic, and social institutions has been
intensified. Similar developments have also been made through direct contact
with centers in Latin American, African, and Asian centers, not to mention the
growing interactions with previous partners from Europe and North America.

Among the positive outcomes that are a direct consequence of this new
reality are the implementation of an undergraduate degree on International
Relations (2004) and a graduate level program, the International Strategic
Studies Doctoral Program (2010); and the launching of two journals — the
bimonthly Conjuntura Austral and the biannual and bilingual Austral:
Brazilian Journal of Strategy & International Relations. Thus, besides ongoing
research on developing countries, NERINT is also the birthplace of
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undergraduate and graduate programs, not to mention its intense editorial

activities.

PPGEEI

The International Strategic Studies Doctoral Program (PPGEEI) started in
2010/2011, offering a Masters and a Doctorate degrees both supported by
qualified professors and researchers with international experience. It is the
result of several developments on research and education at the Federal
University of Rio Grande do Sul (UFRGS) and its roots can be traced to the
Brazilian Center of Strategy and International Relations (NERINT), a center
established in 1999 which conducts research, seminars, and edits two journals.
Other main partners are the Center for Studies on Technology, Industry, and
Labor (NETIT/FCE) and the Center for International Government Studies
(CEGOYV), located at the Latin American Institute for Advanced Studies
(ILEA/UFRGS). In 2004, an undergraduate degree in International Relations
was created at the Faculty of Economics/UFRGS; in 2005 came the Center for
Studies on Brazil-South Africa (CESUL), recently renamed as Brazilian Centre
for African Studies (2012). All those actions together enabled the rise of an
independent line of thinking propped by specialized bibliography.

The research tradition that gave rise to PPGEEI was basedon a
prospective analysis of the trends of the 1990s. The remarkable expansion
of Brazilian diplomacy and economics from the beginning of
the century confirmed the perspective adopted, which allowed the
intense cooperation  with  the diplomatic  and international  economic
organizations in Brazil. The courseis already a referencein the strategic
analysis of the integration of emerging powers in international and South-South
relations.

The Program’s vision emphasizes strategic, theoretical and applied
methods, always relying on rigorous scientific and academic principles to do so.
For this reason, it has been approached by students from all over Brazil and
several other countries and it has established partnerships in all continents.
Thus, the Graduate Program in International Strategic Studies is a program
focused on understanding the rapid changes within the international system.

Alongside NERINT, it publishes two journals: Conjuntura Austral (bimonthly)
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Partners

and Austral: Brazilian Journal of Strategy & International Relations (biannual
and bilingual).
PPGEEI has three research lines:

International Political Economy

It focuses on the international insertion of the Brazilian economy and other
major developing countries in South America, Asia and Africa; discusses the
characteristics and effects of globalization; and develops comparative and sector
studies concerned with the effects of the internationalization of companies and
productive sectors. Special attention is paid to international financial crises and

its effects in Brazil and other countries of the South.

Foreign Policy and Regional Integration

It emphasizes the analysis of the process of formation, implementation and
evaluation of foreign policy. It seeks to confront patterns of international
integration of strategic countries of South America, Africa and Asia, considering
institutional patterns, trade policy structures of intermediation of interests, and
agents of civil society in the South-South axis of contemporary international

relations.

Technology, State and International Security

It discusses the leading security issues in the international system from a
perspective that takes into account the most powerful states at the global level,
but which introduces in a systematic way the problem of the regional balances
of power, the South-South axis, the existence of regional security complexes

and the impact of information technology in the Digital Age.

BRAZILIAN CENTRE FOR AFRICAN STUDIES (CEBRAFRICA)

The Brazilian Centre for African Studies (CEBRAFRICA) has its origins in
Brazil-South Africa Studies Centre (CESUL), a program established in 2005
through an association between the Universidade Federal do Rio Grande do Sul
(UFRGS) and Fundagdao Alexandre de Gusmao (FUNAG), of the Brazilian

Ministry of Foreign Affairs. Its research activities are developed within the
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Brazilian Centre for Strategy and International Relations (NERINT), located
in the Latin American Institute for Advanced Studies (ILEA) of UFRGS.

In March 2012, CESUL was expanded into CEBRAFRICA in order to
cover the whole of Africa. At the same time, the South Africa series, which
published five books, was transformed into the African Series, with new titles
on the way. The center’s main objectives remain the same as before: to conduct
research, to support the development of memoires, thesis and undergraduate
memoires, to congregate research groups on Africa, to organize seminars, to
promote student and professor exchanges with other institutions, to establish
research networks and joint projects with African and Africanist institutions, to
publish national and translated works on the field, and to expand the
specialized library made available by FUNAG.

The numerous research themes seek to increased knowledge of the
African continent and its relations to Brazil on the following topics:
International Relations, Organizations and Integration, Security and Defense,
Political Systems, History, Geography, Economic Development, Social
Structures and their Transformations, and Schools of Thought. CEBRAFRICA
counts among its partners renowned institutions from Brazil, Argentina, Cuba,
Mexico, Canada, South Africa, Angola, Mozambique, Senegal, Cape Verde,
Egypt, Nigeria, Morocco, Portugal, United Kingdom, Netherlands, Sweden,
Russia, India, and China. Current researches focus on “Brazilian, Chinese, and
Indian Presence in Africa”, “Africa in South-South Cooperation”, African
Conflites”, Integration and Development in Africa”, “African Relations with

Great Powers”, and “Inter-African Relations).
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SUBMISSION STANDARDS

1.AUSTRAL: Brazilian Journal of Strategy & International Relations publishes articles and

book reviews;

2.The journal is divided in two sections: Articles (Artigos) and Book Review (Resenhas);

3.The research articles must contain a maximum of 50 thousand characters (including spaces

and footnotes) Use only the standard format; the book reviews must contain a maximum of
4,5 thousand characters (spaces and footnotes included);

4.The footnotes should be strictly of a substantive and complementary nature;

5.The bibliography must follow the rules of the Chicago system (Author, date), specifying the

used literature at the end of the text;
6.Contributions must be original and unpublished and can be submitted in Portuguese,
English or Spanish;

7.All authors must fill out the Submission Form;

8.Contributions must contain the full name of the author, their titles, institutional affiliation
(the full name of the institution) and an email address for contact;
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Brazilian national identity, ethnically heterogeneous and culturally plural, of a nation with tr dous social i lities and eager for

development, formed the basis of the country's external conduct. Brazilian foreign policy goes [...] towards the maturity of international integration.
Thereby, the twenty-first century is the advanced point of arrival of a new country, in search of her own destiny. [...] Thus emerges society, with organized

segments, active leaderships, specificinterests to accomplish, and will to move forward.
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