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1. INTRODUCTION 
 
1.1. Political and administrative organisation 
 
Brazil is now a Federal Republic of 26 states and a federal district (MAP 1) whose capital is 
Brasilia (population 2 384 000) (2006).  
 
Brazil operates a presidential system (since 2003 the President has been Luíz Inácio Lula da 
Silva, ‘Partido dos Trabalhadores’: PT) and a bicameral legislative system: a Congress (Lower 
House) with 513 representatives elected for 4 years, and a Senate (Upper House) with 81 
members elected for 8 years. The next presidential elections are scheduled for 2010. 
 
A total of 19 parties are represented in both Houses since the last elections in 2006. The main 
groups are the PMDB social democrats (‘Partido do Movimento Democrático Brasileiro’, the 
largest party on a national scale, with 93 representatives in Congress and 19 in the Senate), the 
PT mentioned above (a left-wing party with 82 seats in Congress and 12 in the Senate), the 
Democrats (DEM, a conservative formation, with 57 representatives in Congress and 17 in the 
Senate), and the PSDB (‘Partido da Social Democracia Brasileira’, which arose following a 
split in the PMDB, with 57 seats in Congress and 17 in the Senate). There is a powerful 
agricultural lobby in Congress (‘Bancada ruralista’), fervent defenders of the interests of major 
landowners and agribusiness. 
 
Each state has its own government and legislative mechanism, making the tasks of government 
extremely complicated and inducing a permanent search for political compromise. 
 

MAP 1: REGIONS AND STATES 

 
 
1.2. Physical geography: the economic regions 
 
With a surface area of 8 547 400 km² and a population of 189 million (2007), Brazil is the 
world’s fifth largest country in terms of both area and population. This also makes it the vastest, 
most populous country in Latin America. Its enormous size and huge population also explain the 
low average population density (22 inhabitants/km²) and the striking geographic, climatic and 
sociological contrasts. 
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Five large regions may be distinguished for statistical purposes, which in turn contain various 
States (TABLE 1): 
 
- Southern region (MAP 1 - E), located between the Atlantic Ocean, Argentina, Uruguay and 
Paraguay, composed of the states of Paraná (N° 15), Santa Catarina (N° 23) and Río Grande 
do Sul (N° 20). Mainly mountainous terrain is to be found to the north, while vast plains 
(pampas) are the feature of the southern section. The latter, with a sub-tropical or mild climate 
similar to certain EU countries, and good quality land, is highly developed and has a marked 
European influence in the form of a large migrant population of German and Italian origin. The 
main crops grown here are soyabean, maize and corn, and there are also large industrial nuclei 
in Río Grande do Sul (petrochemical sector) and Paraná (automobiles). The main cities are 
Porto Alegre (population 1 500 000, and state capital of Río Grande do Sul) and Curitiba 
(population 1 800 000, state capital of Paraná).  
 
- South-eastern region (MAP 1 - D), on the Atlantic coast, comprising the states of Espírito 
Santo (N° 7), Minas Gerais (N° 12), Rio de Janeiro (N° 18) and São Paulo (N° 24). This region 
is by far Brazil’s most populous (79.5 million: 42.6% of the entire population of Brazil), and is 
also the country’s most industrialised, accounting for more than half of GDP despite a steady 
fall since 1985 in favour of the centre-western region. In terms of agriculture, as in the southern 
region crops are mostly soyabean and cereals, and also citrus fruit (in São Paulo state), creating 
a large processed products industry (concentrated and frozen fruit juices). The region contains 
three large cities at the heart of the largest metropolitan regions: Rio de Janeiro (population 6 
136 000, the federal capital until 1960, now capital of the state of the same name and home to 
Petrobras, a world leader in exploration and deepwater production from oil deposits), Belo 
Horizonte (population 2 400 000, capital of the state of Minas Gerais, featuring a large 
metallurgy and automobile industry), and São Paulo (population 11 017 00, the capital of the 
state of the same name and its largest manufacturing centre, and also Brazil’s most populous 
city). Campinas, a city in close proximity to São Paulo, continues to increase in importance as a 
specialist in new technology.  
 
- North-eastern region (MAP 1 - B), containing nine states: Alagoas (N° 2), Bahia (N° 5), 
Ceará (N° 6), Maranhão (N° 9), Pernambuco (N° 16), Piauí (N° 17), Rio Grande do Norte (N° 
19) and Sergipe (N° 25). This region historically produced sugar cane, and in its heyday forged 
a thriving trade in slaves from Africa and oversaw the construction of beautiful colonial cities 
such as Salvador da Bahía (population 2 714 000, the first capital of Brazil as an independent 
nation until this was transferred to Rio de Janeiro, around which a large petrochemical industry 
developed, together with wood pulp, paper and footwear), Recife (population 1 500 000), São 
Luís do Maranhão, and Olinda. Although the region is rich in natural resources (including oil), 
it is afflicted by vast social inequalities and this, in addition to cyclical droughts affecting the 
semi-arid areas of the hinterland (sertão), where precipitation is generally under 500 mm, causes 
large numbers of landless peasants to emigrate towards the large metropolises and the new areas 
of agricultural colonisation in the north and centre-west. 
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TABLE 1: POLITICAL AND ADMINISTRATIVE ORGANISATION 
REGION AND 

STATE NUMBER ON 
MAP 1 

STATE POPULATION 

(2006) 

AREA 

(km²) 

STATE CAPITAL 

SOUTH (E)  27 309 000 (14.6%) 564 306  

15 PARANÁ 10 388 000 199 709 Curitiba 

23 SANTA CATARINA 5 958 000 95 443 Florianópolis 

20 RIO GRANDE DO SUL 10 963 000 269 154 Porto Alegre 

SOUTH-EAST (D)  79 561 000 (42.6%) 927 287  

7 ESPIRITO SANTO 3 453 000 46 184 Vitória 

12 MINAS GERAIS 19 479 000 588 384 Belo Horizonte 

18 RIO DE JANEIRO 15 562 000 43 910 Rio de Janeiro 

24 SÃO PAULO 41 056 000 248 809 São Paulo 

NORTH-EAST (B)  51 609 000 (27.6%) 1 604 711  

2 ALAGOAS 3 051 000 27 933 Maceió 

5 BAHIA 13 950 000 567 295 Salvador 

6 CEARÁ 8 217 000 146 348 Fortaleza 

9 MARANHAO 6 185 000 333 366 São Luis 

14 PARAÍBA 3 623 000 56 585 João Pessoa 

16 PERNAMBUCO 8 503 000 98 938 Recife 

17 PIAUÍ 3 321 000 252 378 Teresina 

19 RIO GRANDE DO NORTE 3 044 000 99 818 Natal 

25 SERGIPE 2 001 000 22 050 Aracaju 

CENTRE-WEST (C)  13 270 000 (7.1%) 1 612 077  

10 MATO GROSSO 2 857 000 906 807 Cuiabá 

11 MATO GROSSO DO SUL 2 298 000 358 159 Campo Grande 

8 GOIÁS 5 731 000 341 289 Goiânia 

27 FEDERAL DISTRICT 2 384 000 5 822 Brasilia 

NORTH (A)  15 022 000 (8.0%) 3 869 638  

1 ACRE 687 000 153 150 Río Branco 

3 AMAPÁ 616 000 143 454 Macapá 

4 AMAZONAS 3 312 000 1 577 820 Manaus 

13 PARÁ 7 110 000 1 253 164 Belém 

21 RONDONIA 1 562 000 238 513 Porto Velho 

22 RORAIMA 403 000 225 116 Boa Vista 

26 TOCANTINS 1 332 000 278 421 Palmas 
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- Centre-west region (MAP 1 - C), containing the states of Mato Grosso (N° 10), Mato Grosso 
do Sul (N° 11), Goias (N° 8) and the Federal District (N° 27). This is a huge region with low 
population density, hence the reason for establishing the new capital Brasilia there in 1960. The 
largest state is Mato Grosso, with an enormous amount of land that is currently the cornerstone 
of rapid agricultural expansion (sugar, soyabean, cotton, beef, poultry etc.), where cutting-edge 
structures coexist side by side with smaller operations and subsistence agriculture. Within this 
context, it is the centre-west states that are now showing the greatest economic growth. 
 
- Northern region (MAP 1 - A), next to Bolivia, Peru, Colombia, Venezuela and the Guayanas, 
consisting of the states of Acre (N°1), Amapá (N° 3), Amazonas (N° 4), Pará (N° 13), Rondônia 
(N° 21), Roraima (N° 22) and Tocantins (N° 26). Its 3.8 million km² make it Brazil’s largest 
region, mostly covered by tropical forest and practically uninhabited, generally operating small-
scale subsistence agriculture. The two main cities along the River Amazon are Manaus 
(population 1 400 000, capital of the state of Amazonas) and Belém (capital of the state of Pará, 
also a significant mining and aluminium production location). The Amazon, the world’s largest 
tropical rainforest, 65.7% of which is in Brazil, is undergoing a huge deforestation process, 
mainly caused by mining or the timber industry, and the building of infrastructures. Over the 
last 30 years of the 20th century it lost around one seventh of its forest mass (1), with certain 
peak years such as 1995 (29 059 km² deforested) and 2004 (27 429 km²). Although the pace of 
deforestation has dropped in recent years (10 010 km² in 2007), the problem persists and is far 
from being under control (2). 
 
1.3. Demography: multiracialism, unequal spatial distribution and ageing 
 
Following the Portuguese discoveries and colonisation after the 16th century, the Amerindian 
population was progressively replaced by successive waves of emigrants of European origin 
(mainly Italians, Germans, Spaniards and Poles, apart from the Portuguese). Likewise, due to 
the thriving slave-based plantations that sprang up along the northern coast (tapioca, tobacco 
and, in particular, sugar cane), a considerable slice of the population of African origin settled 
there as of the 17th century. There was also a considerable Asian minority (especially from 
Japan, Korea and Syria-Lebanon, creating communities mostly located nowadays in the area 
around São Paulo. The Amerindian population is now some 750 000 and, although this may 
seem rather low, it conceals an obvious process of consolidation given that the indigenous 
population barely totalled 100 000 in the 1970s. 
 
This means that one of the main features of modern Brazilian society is its multiracialism. From 
an ethnic point of view, it is estimated that 49% of the population are of European origin 
(91.3 million), almost 35% are mixed-race (65.3 million), 6% of African origin (10.5 million), 
and some 0.5% of Asian-Oriental, Arabic and indigenous origin. 
 

                                                 
1  Tree-felling and forest fires release carbon from plants, and this contributes to 20% of world greenhouse gas 

emissions. In this context, the loss of forest mass is responsible for 75% of emissions in Brazil, also the world’s 
fourth largest producer of gas pollutants. 

2  During the last Summit in Bali at the end of 2007, an agreement was reached for a fund to prevent deforestation 
of tropical rainforests, the real lungs of the planet, mostly concentrated in Brazil, Congo and Indonesia, in that 
order. The fund, to be run by the World Bank, will initially be €111 million, to be contributed by a number of 
developed countries. In parallel fashion, to the same end the Brazilian Government recently announced the 
creation of another fund (€104 million) to be run by the National Development Bank and open to external 
contributions. The Brazilian Parliament, however, is also currently debating two bills to reduce the territory of 
what is known as ‘Amazonía legal’, which would remove administrative obstacles for operation of resources. 
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Of Brazil’s population of 189 million (TABLE 2 - IV), 84% live in cities, which are steadily 
growing, and 14 now boast populations of over one million. A quarter of the population live in 5 
large metropolitan areas: São Paulo (with a population of over 20 million, currently the world’s 
third largest megalopolis after Tokyo and Mexico City); Rio de Janeiro (12 million); Belo 
Horizonte (approximately 5.6 million); Porto Alegre (over 4 million); and Recife (a population 
of almost 4 million). The traditional migratory flows from the south to the new agricultural areas 
in the north (Amazonas, Pará) and centre-west (Mato Grosso) slackened off in the 1990s, 
although there is still migration from the north-east to these regions. 
 
Despite the substantial increase in health care in recent years (7.5% of GDP in 2000; 8.8% in 
2004), above the Latin American average, infant mortality is still very high (28%), in excess of 
the other large economies in the region: Chile (8%), Argentina (14%), Venezuela (18%) or 
Mexico (22%). A 2005 report by the World Health Organisation shows, moreover, that life 
expectancy is 71.1 in Brazil, less than in certain other Latin American countries: Chile (77.5), 
Cuba (77.2), Uruguay (75.2) and Argentina (75.0). There is also a substantial difference 
between the life expectancy for men (68) and women (75), and this is basically due to the 
differences in death rates for Brazilians under 60 years old. This could be explained by high 
urban crime rates (over 20 000 murders in 2006), which affect the male population in particular.  
 
Demographic growth slowed up as the urbanisation process was consolidated, stabilising at 
around 1.4% between 1990 and 2006 from 2.2% in the 1980s. In parallel fashion, the percentage 
of the population under 14 years old has dropped since 1991, thus pointing to a slow but steady 
demographic ageing process. It has been estimated, however, that the population of Brazil will 
be 219 million by 2020, when the growth rate will have dropped to 0.7%.  
 
2. THE BRAZILIAN ECONOMY: BASIC DATA 
 
2.1. General economic structure: agro-commercial capacity, industrial diversification and 
gradual move towards the tertiary sector 
 
Brazil still shares many structural indicators of what are known as developing countries. Its 
unequal distribution of income, for instance, or its extreme levels of poverty, predominantly 
rural: 1 person in 5 lives on less than USD 2 a day, and the OECD reports that one third of the 
population is still ravaged by poverty, and in rural areas in particular (61%) in comparison to 
urban contexts (25%). 
 
At the same time, however, with a GDP of around USD 1 000 billion (TABLE 2 - I), 
statistically Brazil is the world’s ninth largest economy. Its per capita GDP of just over 
USD 9 000 (TABLE 2 - V) makes it part of the group known as the ‘major emerging 
economies’. However, with growth rates of 2.3% in 2005 and 3.7% in 2006, it is well behind the 
pace achieved by other countries in the same group (China, for instance, with a rate of 10.2% in 
2005, or India, with 8.5%). The envisaged growth rates for 2008 and 2009 (TABLE 2 - II), 
although showing a slight improvement (4%-4.5%), are still a far cry from those of its main 
competitors around the world. 
 
Brazil may also be distinguished from these newly industrialised countries by its agro-export 
tendency: whilst China is a net food importer (3), and India has a slightly positive trade balance 

                                                 
3  With a trade balance of $ -1 464 million in 2005, agrifood exports barely accounting for 3.6% of total exports. 
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in terms of agrifood (4), Brazil is gaining ground on a daily basis as a first-class agriculture 
exporter, with an agrifood trade surplus of USD 28 396 million in 2005, and agrifood exports 
accounting for 27.7% of the total (TABLE 3 - XII). 
 

TABLE 2. BRAZIL’S MAIN MACROECONOMIC INDICATORS AND THEIR ENVISAGED 
TREND (2006/2009) 

 2006 2007 2008 2009 
I. Nominal GDP 
(billions of USD) 

1 072.1 (a) 1 289.7 (p) 1 432.0 (p) 1 429.7 (p) 

II. Real growth in GDP 
(%) 

3.7% (a) 5.1% (p) 4.5% (p) 4.1% (p) 

III. GDP growth by sectors 
 
Agriculture 
Industry 
Services 

 
 

4.1% (a) 
2.8% (a) 
3.7% (a) 

T. 1 ./ T. 2/ T. 3 
 

3.7%/1.1%/9.2% 
3.2%/6.9%/5.0% 
4.7%/4.7%/4.8% 

 
 

4.0% (p) 
4.4% (p) 
4.6% (p) 

 
 

3.0% (p) 
3.8% (p) 
4.3% (p) 

IV. Population 
(millions) 

186.8 (a) 189.3 (p) 191.9 (p) 194.4 (p) 

V. GDP per capita 
(USD in PPP) 

9 193 (p) 9 770 (p) 10 285 (p) 10 853 (p) 

VI. Annual inflation average 
(%) (retail prices) 

4.2% (a) 3.6% (a) 4.5% (p) 4.1% (p) 

VII. Exported goods 
(FOB in billions of USD) 

+137.8 (a) +160.9 (a) +180.2 (p) +194.0 (p) 

VIII. Imported goods 
(FOB in billions of USD) 

-91.3 (a) -120.9 (a) -145.6 (p) -163.0 (p) 

IX. Trade balance 
(Exports-Imports) 
(FOB in billions of USD)  

 
+46.5 (a) 

 
+40.0 (a) 

 
+34.6 (p) 

 
+31.0 (p) 

X. Balance on current account 
(% of GDP) 

1.3% (a) 0.3% (a) -0.1% (p) -0.3% (p) 

XI. Exchange rate (real / €) 2.73 (a) 2.67 (a) 2.77 (p) 2.71 (p) 
(a) Current data 
(p): Estimates by The Economist Intelligence Unit 
2007: T. 1: First Quarter; T. 2: Second Quarter; T. 3: Third Quarter 
PPP: Purchasing Power Parity 
Source: The Economist Intelligence Unit (2008): ‘Brazil. Country Report’, January 2008; (2007) ‘Brazil. Country Profile 2007’  
 
The fact, however, that Brazil is a true agricultural superpower and a market leader in many 
products (5) does not in any way mean that the Brazilian economy is basically agrarian. The 
primary sector strictu sensu accounts for barely 10% of GDP (TABLE 3 - II). 
 
Within this context, Brazil also has a large diversified industrial base around São Paulo, Rio de 
Janeiro and Minas Gerais (south-eastern region) which on average accounts for 26-27% of 
GDP. Industrial specialisation has made Brazil a large exporter of automobiles, portable 
telephones and airplanes (Embraer is the world’s largest producer in terms of small and medium 
range aviation).  
 

                                                 
4  With a trade balance of $+5 374 million in 2005, agrifood exports accounting for 10.4% of total sales. 
5  The world’s largest producer of coffee; the world’s largest producer of sugar cane and bioethanol; the world’s 

largest producer of fruit; the world’s second largest producer of soyabean; the world’s second largest producer of 
beef; the world’s third largest producer of poultry; the world’s third largest producer of maize; the world’s fourth 
largest producer of pork; the world’s fifth largest producer of cotton etc. For more information, see sections 3.2 
and 3.3 and production data in TABLE 3. 
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It is the services sector, however, that has reported the highest growth rates recently (TABLE 2 - 
III), and now represents 64% of GDP. Like the processed products industry, it is mostly located 
around the large metropolises to the south-east, and rapid expansion is due to the financial sector 
and the information and communications sector.  
 
In consonance with such a heterogeneous economy, Brazil’s foreign trade is also distributed 
over a wide range of countries. Its main trading partner is Latin America, accounting for 27% of 
trade: this position provides Brazil with an increasing capability to exercise its vocation as the 
region’s political and economic leader, and its position at the head of Mercosur makes it the 
main driving force behind South American integration. Its second largest partner is the 
European Union, with 24% of trade, followed by the United States, with 15% of the total. 
 
2.2. The search for economic policies in a globalised world 
 
Traditionally Brazil has been a relatively closed economy, and this aspect was enhanced over 
the long period during which it applied a policy of Import-Substituting Industrialisation (ISI) 
based on protection of the internal market and public support for investment in what were felt to 
be the major sectors. After more than three decades, at the end of the 1980s the serious 
macroeconomic imbalances arising from this development model (public deficit, external debt, 
hyperinflation etc.) caused it to be abandoned, and the Brazilian authorities turned to 
progressive liberalisation of trade, economic and monetary stabilisation, and rationalisation of 
public finance.  
 
The subsequent removal of non-tariff barriers, reduction of differential tariffs and what was 
known as the ‘Plan Real’ of 1994 (pegging the Brazilian currency to the US dollar) drastically 
reduced inflation, led to modernisation of the industrial framework, and consolidated the 
economic and commercial clout of agriculture and livestock farming as it did so. This also, 
however, revealed the structural weaknesses of these sectors in terms of their intensive use of 
manpower (textiles, footwear etc.) when exposed to international competition. It also pointed to 
the need to deal with the increasing globalisation of markets with fresh measures for 
deregulation and acceptance of foreign capital, restructuring in the public sector, along with 
reform of the tax and social security systems.  
 
Insufficient structural reform undertaken by the Brazilian authorities, along with over-valuation 
of the exchange rate and heavy internal demand, led to rapid deterioration of external accounts 
and also accentuated tax imbalances. Financial crises in Asia and Russia throughout 1997 and 
1998 served only to worsen the situation. As a result, the decision was taken in 1999 to float the 
real, but the consequent devaluation of the Brazilian currency merely increased external debt 
since it was linked to the exchange rate. It was for this reason that in the same year an agreement 
was reached with the International Monetary Fund (IMF) with the explicit objective of 
stabilising debt, which, since the 1970s, when the military dictatorship approached world 
markets to secure finance for its mammoth investment plans, has become a veritable millstone 
around the neck of development. The measures of austerity in relation to public expenditure that 
followed (under the auspices of the Lei de Responsabilidade Fiscal), together with low 
economic growth, created a breeding ground for political change that emerged with the 
presidential elections of 2003. 
 
The new President, Lula da Silva, at the time the undisputed leader of the coalition of left-wing 
factions that brought him to power, weighed in with a programme granting priority to the 
eradication of poverty and policies to redistribute income. At the same time, however, he 
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adhered scrupulously to the basic principles of macroeconomic orthodoxy (tax discipline, a 
floating exchange rate, control of inflation etc.) despite criticisms levelled by a number of his 
supporters. Initially the unavoidable tax adjustments led to restrictions in public investment, and 
cutbacks in the original ambitions of the social programmes. Nevertheless, over the years 
sustained growth (6), a steady reduction in inflation (7) and unemployment (8) and eventually an 
improvement in public finance (9) allowed the present government to move forward on its 
electoral promises. 
 
Two major social measures were implemented: the Bolsa Familia, a programme to provide 
monthly subsidies for the poorest households that could prove their children were attending 
school and undergoing medical checks; and successive increases in the minimum wage. 
Likewise, the Programa de Aceleraçao do Crescimento (PAC) was introduced in 2007 in order 
to encourage economic development, mainly through public spending.  
 
In any case, despite the reforms introduced in recent years and the encouraging results obtained, 
much still remains to be done. Pension deficits, the excessive cost of credit, inflexible 
administrative practices, persistent infrastructure bottlenecks (10), enormous social inequality 
and/or the high levels of poverty still remaining continue as structural problems placing 
constraints on investment, industrial potential, and development in a general sense in Brazil. 
 
2.3. The (controversial) role of the ‘agribusiness’ sector in Brazilian development 
 
As a result of the successive measures towards commercial openness applied since the 
beginning of the 1990s, imports of goods and services increased from 7% of GDP in 1990 to 
11.7% by the year 2000. This trend has merely consolidated since then, spurred on by internal 
demand, and could total 11.4% in 2009, according to the latest forecasts (TABLE 2 - VIII).  
 
In these circumstances, the agrifood trade balance operating a steadily increasing surplus 
(TABLE 3 - XII) plays a crucial role in the balanced, sustained development of the Brazilian 
economy. Nevertheless, as we mentioned above (2.1), Brazil’s economic growth in recent years 
(2.5% between 1995 and 2004) is still very much at odds with the levels attained by other large 
emerging economies and, even more paradoxically, much lower than the average level reached 
over the three decades during which Brazil applied the ISI Import-Substituting Industrialisation 
policy (7.3%).  
 
In short, it does not appear that agriculture, despite the fact it has grown twice as much as the 
economy overall (4.5% annually on average between 1995 and 2004), has been a sufficient 
driving force to take up the trade opportunities arising from the globalisation era. It could be 
said to a certain extent that Brazilian agriculture has been the victim of its own success. The 
considerable impact of exports of commodities, together with the high interest paid out for 

                                                 
6  4.1% on average for the period 2004/2006 (2004: 5.7%; 2005: 3.1%; 2006: 3.7%) (Source: The Economist 

Intelligence Unit, 2008). 
7  The average within-year increase in retail prices fell from 14.7% in 2003 to 4.2% in 2006 (Source: The 

Economist Intelligence Unit, 2008). 
8  From 12.3% in 2003 to 10% in 2006 (Source: The Economist Intelligence Unit, 2008). 
9  The public sector deficit evolved from -4.65% of GDP in 2003 to -3.01% in 2006. At the same time, services 

pending on the debt fell from USD 59 064 million in 2003 to USD 35 326 million in 2006 (Source: The 
Economist Intelligence Unit, 2008). 

10  As a mere illustration: only 10% of roads in Brazil are paved, compared with 29% in Argentina, and this has 
major repercussions on transport costs in the absence of investment in rail and waterway systems, with 
enormous potential for growth.  
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foreign capital, has repeatedly led to appreciation of the real. If, moreover, the phenomenon 
goes hand in hand with extremely volatile world prices for basic products, this paves the way 
towards fluctuations in exchange rates, and agricultural income crises become recurrent. This is 
exactly what happened in 2005 (TABLE 3a – IV and V): a typical ‘scissor effect’ took place due 
to the combined effects of a fall in world prices for basic agricultural products, the higher cost of 
inputs (fuel) and an increase in the exchange rate. 
 
This risk, however, could be lessened in future in the event of consolidation of the phase of high 
sustained prices for basic agricultural produce implemented in 2006/2007. If this hypothesis is 
confirmed, like other emerging countries with a net trade surplus in foodstuffs (Argentina, the 
Ukraine and South Africa, for instance), agribusiness could provide Brazil with a kind of ‘green 
oil’ as the mainstay of development. 
 
We should remember that agribusiness as a sector per se, an economic unit including basic 
foodstuffs and processed products, sugar and alcohol, paper and cellulose, furs and wood 
products, now accounts for no less than 34% of Brazil’s GDP (11), almost four times the share of 
GDP of the agriculture sector strictu sensu (TABLE 3 – II). It also accounts for 37% of all jobs, 
43% of exports and 86% of the overall trade surplus. 
 
3. BRAZILIAN AGRICULTURE: A LEADING SECTOR ON THE 
INTERNATIONAL STAGE 
 
3.1. Basic data 
 
Potential agricultural land in Brazil is 264 million ha, an area surpassed only by China, Australia 
and the US. At the present time, however, three quarters of this area is permanent pasture, and 
barely a quarter is arable land (62 million ha in 2004) (TABLE 3 – I). Within this context, the 
Brazilian Ministry of Agriculture, Livestock Farming and Provisions (Ministério da Agricultura, 
Pecuària e Abastecimiento) is adamant it has the capacity to turn no less than 30 million ha of 
grazing land into agricultural land over the next 15 years (an area equivalent to 16% of 
agricultural land in EU-27), adding that this could be done without even touching the Amazon 
rainforest and with no loss of livestock farming and milk production, thanks to technological 
development. 
 

                                                 
11  Data from Associação Brasileira de Agribusiness (ABAG). 
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TABLE 3. BRAZIL’S MAIN AGRO-ECONOMIC INDICATORS 
(Comparison of 1995, 2003, 2004 and 2005)  

 1995 2003 2004 2005 
I. Total surface area sown 
(millions of ha) 

51.1 57.7 62.0 Data 
unavailable 

II. % of agriculture in GDP 9% 9.9% 10.1% 8.4% 
III. % of agriculture jobs over total jobs 26.1% 18.9% Data 

unavailable 
Data 

unavailable 
IV. Price index for agricultural inputs (% with respect 
to the previous year) 
 
Price index for agricultural production 
(% with respect to the previous year) 
 
Foodstuff price index 
(% with respect to the previous year) 

78.6% 
 
 

49% 
 
 

8.0% 

29.0% 
 
 

32% 
 
 

7.0% 

10.0% 
 
 

5.0% 
 
 

4.0% 

6.4% 
 
 

-3.0% 
 
 

2.0% 

V. Total gross agricultural production 
(in % with respect to the previous year) 
 
Vegetable production 
(% with respect to the previous year) 
 
Animal production 
(% with respect to the previous year) 

5.5% 
 
 

2.6% 
 
 

9.5% 

7.5% 
 
 

9.7% 
 
 

4.8% 

5.0% 
 
 

3.8% 
 
 

6.5% 

-0.3% 
 
 

-0.6% 
 
 

0.0% 

VI. Total production of cereals 
(thousands of tonnes) 
 
Total production of maize 
(thousands of tonnes) 

49 642 
 
 

36 267 

67 328 
 
 

47 988 

63 812 
 
 

41 806 

55 724

34 860

VII. Total production of soyabean 
(thousands of tonnes) 

25 683 52 018 49 793 52 700

VIII. Total production of sugar cane 
(thousands of tonnes) 

303 699 389 849 416 256 420 121

IX. Total production of fruit 
(thousands of tonnes) 
 
Total production of oranges 
(thousands of tonnes) 

33 884 
 
 

19 837 

34 695 
 
 

16 918 

36 095 
 
 

18 271 

35 788

17 805

X. Total production of meat 
(thousands of tonnes – carcass weight) 
 
Beef production 
(thousands of tonnes – carcass weight) 
 
Pork production 
(thousands of tonnes – carcass weight) 

12 808 
 
 

5 529 
 
 

1 430 

18 388 
 
 

7 569 
 
 

2 698 

19 919 
 
 

8 674 
 
 

2 679 

19 919

9 167

2 940

XI. Milk production 
(thousands of tonnes) 

16.99 23.32 23.32 23.32

XII. Trade balance, agrifood (millions of USD) 
 
Agrifood exports (millions of USD) 
% of agrifood exports over total exports 
 
% of agrifood imports over total imports 

6 714 
 

13 799 
29.7% 

 
13.2% 

17 673 
 

21 718 
29.7% 

 
8.0% 

24 565 
 

28 363 
29.9% 

 
5.8% 

28 396

32 201
27.7%

5.0%
Source: OECD (2007): ‘Politiques agricoles des pays non membres de l'OCDE. Suivi et évaluation 2007’ (http://dx.doi.org). 
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Agriculture and livestock farming currently account for 8.4% of Brazil’s GDP (TABLE 3 - II). 
However, even though this is a substantial percentage demonstrating a great degree of stability 
in comparison to what is happening in other large emerging economies (12), it fails to reflect the 
true impact of agriculture on development in Brazil.  
 
On the one hand, the sector provides around 19% of actual jobs in Brazil (TABLE 3 - III), 
which in turn reveals its overall low productivity and explains the steady decline since the mid-
1990s. At the same time, despite rapid development in other sectors, manufacturing and service 
industries, agrifood exports are still the main trading commodity, accounting for 27.7% of total 
exports (TABLE 3 - XII).  
 
Nor can we neglect the significant role of agriculture in the social and economic equilibrium and 
the arrangement of such a vast space with extensive geo-climatic diversity. This is considerably 
enhanced by the fact that Brazil has created an intermediate industry throughout its territory in 
close proximity to arable land and farms, thereby generating synergies and creating high added 
value for its basic products. Annual crops such as soyabean, maize, tapioca, cotton or sugar cane 
now account for 80% of the land sown, and day after day they demonstrate their great 
dynamism and ability to adapt to both end markets and livestock markets. Ligneous products 
(coffee, cocoa and citrus fruits) represent barely 9% of land in Brazil. 
 
Finally, we must include some mention of substantial structural duality, also the product of the 
heterogeneity nature of Brazil’s ‘agricultures’. Data from the last census show the country has 
some 5 million farms, of which 85% are considered to be family-run businesses, with an 
average size of 26 ha (similar to the European average), representing 38% of end agricultural 
production. The rest are commercial farms over 70% of the territory, with average size 430 ha. 
These figures, however, conceal the latest trends: following enormous agricultural expansion in 
the centre-western region with its lower land prices, the latifundio farming businesses are 
gradually taking over with more than 1 000 ha of land, so that barely 1% of the farms now 
account for 46% of agricultural land. It is these macro-businesses that have casually slipped in 
to spearhead the main agribusiness sectors in Brazil. 
 
3.2. Production structure (I): main vegetable sectors 
 
Although, as we have already mentioned, the total percentage of agriculture as reflected in GDP 
has remained stable over the last ten years (see footnote (12) below), the production structure 
has changed considerably following the deregulation and liberalisation measures applied, and 
the increasing openness and globalisation of world markets. 
 
- a) Soyabean. 
 
The main transformation has been in the soyabean subsector, which increased from 
13 million ha sown in 1999 to 20 million in 2007, mostly in the states of Mato Grosso, Paraná 
and Río Grande do Sul. With a total production of 52.7 million tonnes in 2005 (TABLE 3 - VII), 
rising to 58.1 million in 2007, Brazil is now the world’s second largest soyabean producer after 
the US. Soyabean success was largely due to the floating and devaluation of the real in 1999 

                                                 
12  Whilst Brazilian agriculture has accounted for between 8-10% of GDP since the 1990s (depending on harvests), 

in other countries fully embarked upon industrialisation such as China or India the primary sector has lost 
economic clout even though percentages continue to be reasonable. Agriculture in China, which in 1995 
represented 20.8% of GDP, had fallen to 12.5% by 2005. In India, with an agricultural sector equivalent to 
25.9% of GDP in 1995, the figure has fallen to 18.6%. 
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(2.2), which substantially increased domestic prices. Consideration should likewise be taken of 
better yields (now similar to US yields) and the explosion of the soyabean products industry 
(oilcakes as animal feed, soyabean oil and milk). 
 
Approximately half the soyabean crops are transgenic. In order to overcome EU trading 
restrictions on genetically modified organisms, a clear specialisation by zones (or states) is 
operated, depending on the destination of exports. 
 
Again, with its 37 million tonnes a year valued at just over USD 9 million (TABLE 4 - II), 
Brazil is the second largest soyabean exporter handling one third of the world market. Its main 
customers are the EU (17 million tonnes) and China (8.5 million). Both the OECD and FAPRI 
believe that over the next ten years soyabean land is set to increase by a further 10 million ha, 
and this would make Brazil the world’s largest exporter with a 45% share of the market.  
 
Some account must nevertheless be taken of the upsurge in livestock farming in Brazil, 
especially poultry farming, which now accounts for two thirds of internal production. There are 
also plans in 2008 to implement compulsory biodiesel blending, and this could eliminate a large 
slice of production originally earmarked for overseas markets. Lastly, some consideration must 
be taken of the waning competitiveness of soyabean with respect to other crops such as sugar 
cane, and serious debt affecting the sector which explains the fall in exports in 2006 (TABLE 4 - 
II). 
 
- b) Sugar cane and ethanol 
 
With 7.2 million ha, Brazil is far and away the world’s leading producer of sugar cane, 
accounting for almost one third of global production. The subsector is also the fastest growing 
part of Brazil’s agribusiness due to the explosion in exports in recent years (TABLE 4 - II) and 
the high prices fetched by sugar and bioethanol (which practically split cane production half and 
half: 420 million tonnes in 2005 - TABLE 3 - VIII – and rising to 515 million by 2007). In this 
context, although only one third of its production is sold abroad, Brazil is also one of the 
world’s largest exporters of sugar and bioethanol.  
 
Sugar production for 2006/2007 was estimated at 30 million tonnes, and could reach 40 million 
by 2013. Russia is the country’s biggest market, taking practically 30% of exports. With respect 
to the future, Brazil can rely on the favourable impact of trade exchanges in the medium term 
following the latest reform of the Common Sugar Market Organisation, which was also the 
result of the successful panels instigated by Brazil and other countries against EU sugar export 
subsidies (13). Heavy investment in the sector merely confirms Brazilian exporters’ decisive 
interest in rapidly stepping up their trade potential. 
 
With respect to bioethanol, the Brazilian authorities have actively promoted this since 1975, and 
declared it a strategic sector in 2006. Three quarters of all cars on the internal market can now 
use this type of fuel, with a blend percentage of 20-25%. In 2006/2007 ethanol production was 
17 billion litres, of which 2.6 billion were exported: half the world’s ethanol market. The main 
customers are India, the US, Korea, Japan and the EU, and if the new agreement from the 
ongoing negotiations with Mercosur is conclude, those countries could become major 
purchasers as they increase their compulsory gasoline blending percentages. 
 

                                                 
13  WT/DS265/AB/R, WT/DS266/AB/R and WT/DS283/AB/R, 28.4.2005. 
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- c) Fruit 
 
Brazil is a net exporter of fruit in general, especially oranges: it is the largest orange producer in 
the world with approximately 18 million tonnes per year (TABLE 3 - IX), followed by the US 
and Mexico. The harvested area, mostly located around Campinas in São Paulo state, has fallen 
steadily since 1990, making way for the expansion of sugar operations. Yields have improved, 
however, and this has maintained production levels. 
 
In total, 80% of orange production is processed into juice and exported, with Brazil accounting 
for 80% of the total world market: 70% is exported to the EU, followed by the US and Japan.  
 
Brazil is also the leading world producer of bananas, but is not a significant exporter and 
practically all production focuses on the domestic market. 
 
- d) Other vegetable products 
 
Some other major crops are coffee, maize and cotton. 
 
Brazil is the largest coffee producer in the world with 2.2 million tonnes in 2007, followed by 
Vietnam, Indonesia and Colombia. It is also the world’s leading exporter, with 1.4 million 
tonnes, equivalent to 30% of total world trade. The main coffee-producing region is the south-
east (Espirito Santo, and Minas Gerais in particular). 
 
The Latin American giant is also the third largest maize producer in the world after the US and 
China. Yield varies from harvest to harvest, but production for 2003 was 48 million tonnes 
(TABLE 3 - VI). Although most production, located mainly around the southern and centre-
western regions, is used as animal feed for the domestic market, Brazil has been exporting its 
trade surplus since the year 2000. Thus by 2003/2004 it had become the world’s fourth largest 
maize exporter, and this trend looks set to continue. 
 
Finally, with 1.1 million ha of operations, Brazil is also the world’s fifth largest cotton producer 
after China, the US, India and Pakistan. Cotton production (3.8 million tonnes in 2007) is 
concentrated in the centre-west (Mato Grosso) and is growing, with significant increases in 
yield. This has led to expectations that, if 40% of production is being exported at the present 
time, trade will considerably increase in the medium term and Brazil will thus consolidate its 
position as one of the world’s largest exporters. The positive outcome of the WTO panel 
opposing US cotton subsidies (14), submitted by Brazil with the support of other countries, 
merely confirms the determination of exporters to increase their market share. 
 
3.3. Production structure (II): main animal sectors 
 
- a) Beef 
 
With 207 million head of cattle and 9.1 million tonnes of carcass (TABLE 3 - X), Brazil has the 
second largest cattle herd in the world after India, and is the second largest beef producer after 
the US. Three quarters of production is on modern specialised farms with over 500 cattle on 
average, with an extensive grass-fed system. Most operations are concentrated in the vast 
pastures of the centre-west, and smaller concerns to the south and south-east. 

                                                 
14  WT/DS267/AB/R, 3.3.2005. 
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Natural or sown pastures, assisted to a certain extent by large-scale production of soyabean, 
maize and sorghum, create a product of acknowledged quality at extremely competitive prices, 
using vegetable-based feed almost exclusively. Additionally, in 1996 the Brazilian Government 
placed a ban on the use of animal meal and proteins as ruminant fodder to vouch for its exports 
after the ‘mad cow’ scandal. 
 
Thanks to a competitive exchange rate and gradual reduction of areas affected by Foot and 
Mouth Disease (FMD), now confined to São Paulo, Mato Grosso do Sul and Paraná, there has 
been a spectacular increase in Brazil’s exports, mainly fresh meat to Russia and the EU. 
Approximately 10% of slaughterhouses are certified, and thus officially approved for export to 
the EU. However, it is estimated that over half of production does not meet the compulsory 
health requirements and is bought up on the domestic market, and it could be felt that a portion 
of this may find its way into exports if controls are ineffective. We will return to this issue in 
section 3.5. 
 
Beef consumption is very high indeed (around 25 kg per capita), albeit with substantial 
differences depending on regions and income. 
 
- b) Poultry 
 
The poultry industry has experienced an extraordinary annual growth rate of no less than 13% 
since 1990, making Brazil the world’s third largest poultry producer with 8.4 million tonnes of 
meat. This position is set to be consolidated over the next decade, and production is expected to 
increase by up to 50%. 
 
The sector is modern and extremely competitive, with a high degree of vertical integration, and 
accounts for almost 65% of internal soya meal consumption. Even though 70% of poultry is sold 
on the domestic market, exports are steadily increasing and reached 2.8 million tonnes in 2004, 
i.e. 40% of the world market; 30% of exports are whole poultry sold to the Middle East. There is 
an increasing demand, however, for poultry cuts, and these now account for more than 60% of 
exports, mainly to the EU, Asia and Russia. 
 
- c) Pork 
 
Pork is the country’s third largest meat sector, and Brazil is now the world’s fourth largest 
producer after China, the EU and the US, with almost 33.2 million pigs and 3 million tonnes of 
carcass annually (TABLE 3 - X). It is also the fourth largest exporter after the EU, the US and 
Canada, even though 2 million tonnes are consumed on the domestic market. The main 
customer is Russia, with 60% of exports. Production potential is considered to be enormous if 
Brazil can solve the sector’s ongoing problems in relation to disease control. 
 
3.4. Agricultural trade within the framework of multilateralism and regional integration in 
Latin America 
 
It is often forgotten that the lion’s share of Brazil’s agricultural production is consumed on the 
domestic market, and barely a quarter is exported. In any case Brazil has constantly increased its 
share of the world’s agriculture markets, and is now the world’s third largest exporter to a value 
of USD 32.2 billion (2005) (TABLE 3 - XII).  
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By sectors, soyabean and soyabean products constitute the largest category, with 37% of total 
agrifood exports (19% with respect to the ‘agribusiness’ sector overall) (TABLE 4 - II), 
followed by meat, especially poultry (10% of total agrifood exports) and beef (7%). The third 
largest category is sugar and bioethanol, which are expanding rapidly (16% of the total 
exported by the ‘agribusiness’ sector) (TABLE 4 - II). 
 

TABLE 4. BRAZIL’S AGRICULTURAL EXPORTS (2005 and 2006) (*) 
(Billions of USD. Annual totals by main destinations and products) 

 2005 2006 WITHIN-
YEAR % 
CHANGE 

% OF TOTAL 
EXPORTS 

TOTAL EXPORTS 43.6 49.2 -- 100 
I. Main export markets 
EU-15 
US 
China 
Russia 
Japan 

 
14.2 
6.0 
3.1 
2.7 
1.7 

 
15.2 
7.0 
3.8 
3.1 
1.5 

 
+7.0% 

+16.7% 
+22.6% 
+15.4% 
-11.8% 

 
30.9% 
14.2% 
7.7% 
6.3% 
3.0% 

II. Main products 
Soyabean 
Meat 
Sugar and alcohol 
Paper and cellulose 
Furs 

 
9.5 
8.0 
4.7 
7.2 
3.1 

 
9.3 
8.6 
7.8 
7.9 
3.5 

 
-2.1% 
+7.5% 

+66.0% 
+9.7% 

+12.9% 

 
18.9% 
17.5% 
15.9% 
16.1% 
7.1% 

(*) The term ‘agricultural exports’ refers to trade volumes of Brazil’s ‘agribusiness’ overall. In addition to basic 
items, this includes processed products, sugar, alcohol, paper and cellulose, furs and timber products. 
Source: Associação Brasileira de Agribusiness (ABAG). 
 
The present structure of exports has undergone a radical modification in recent years. Originally 
confined to tropical products (coffee, orange juice and sugar), they have gradually diversified to 
cover practically all agricultural sectors except wheat (here Brazil is still a large net importer, 
mainly supplied by neighbouring Argentina). 
 
Brazil’s largest customer in terms of agricultural products is by far the EU (35% to EU-25 in 
2005), whereas the US has lost ground following the emergence of China and Russia on world 
markets. While in 2000 the US accounted for 10% of total agrifood exports, and China and 
Russia only 3% each, by 2005 Russia was second in the rankings after EU-25, followed by the 
US and China with 7% each. 
 
As a net food exporter, Brazil forms part of the Cairns Group (15) actively pressing for full 
agricultural trade liberalisation as a component of multilateralism. The complaints successfully 
submitted to the WTO’s Dispute Settlement Body in opposition to the EU (sugar) and the US 
(cotton, fruit juices) (see footnotes (13) and (14)) ratify Brazil’s interest in extracting maximum 
advantage of trade potential in its agricultural sector in the era of globalisation. 
 

                                                 
15  Although the common denominator of the Cairns Group nations is their status as major agricultural producers, 

there are a number of differences hidden among them. Some are developed countries (Australia, Canada and 
New Zealand), others are emerging middle-income economies (South Africa, Argentina, Brazil and Chile), and 
certain others are obviously developing countries (Bolivia, Colombia, Costa Rica, the Philippines, Guatemala, 
Indonesia, Malaysia, Paraguay, Thailand and Uruguay).  
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Although on the face of it this may seem a contradiction, Brazil is also a founder member of 
another group known as G-20 (16), a conflictive jumble of nations undergoing an 
industrialisation process. Speaking out in defence of its emerging manufacturing and service 
sectors it succeeded in foiling the Cancún Summit, and continues to oppose European and US 
demands to open up and liberalise internal markets. Brazil’s involvement in the group clearly 
reflects the present diversification of its economy, and the problematic balance it must secure at 
the Doha Round to provide a satisfactory response for its agricultural exporters and industrial 
and services sectors. 
 
Additionally, Brazil is increasingly emerging as a regional leader and has become the main 
champion of renewal of the EU/Mercosur agreement. This obviously has an economic objective: 
to consolidate and increase its share in one of the world’s largest markets. However, the move 
also conceals a political objective: to strengthen large-scale relations with the world’s largest 
integration project, the EU, to secure the leadership of Latin American integration for Brazil, 
thereby providing greater guarantees of assistance to cope with US pressure towards bilateral 
free trade agreements with its southern neighbours. 
 
3.5. Differences between the EU and Brazil due to the sanitary conditions of beef imports 
 
The European beef sector has lodged complaints in recent months concerning what it felt was 
reiterated failure to comply with Community sanitary and veterinary requirements by Brazilian 
producers and exporters with respect to meat sold in the EU. In response to the complaints, in 
March and November 2007 the European Commission (DG SANCO) carried out two 
inspections on the ground focusing on ascertaining the effectiveness of action by the Brazilian 
authorities. 
 
The conclusion drawn from the visits was that, although some of the recommendations proposed 
by previous inspections were being satisfactorily applied, the health control systems were 
incomplete at both state and federal level; there were no effective monitoring programmes for 
vaccinations to guard against foot and mouth disease, and no guaranteed quarantine for cattle in 
areas declared as being not yet free of disease; there was insufficient registration and 
identification of animals at farms and during agricultural operations; lab tests took too long; it 
was observed that there was insufficient computer protection of data on export certificates with 
respect to potential fraudulent use of documentation; and, in general, insufficient progress had 
been made regarding the implementation of a closed system for meat to be exported to the EU, 
planned for 2009. 
 
Following the recommendations issued by the inspectors, the Commission decided to restrict red 
meat exports if these did not meet the requirements established by Community legislation, 
particularly national registration and identification of herds, and effective control from 
operations on the animals to be slaughtered and exported. This decision was due to enter into 
force as a general requirement by 31 January 2008, and by 15 March 2008 for meat shipped 
prior to 31 January. 
 

                                                 
16  Since this is a group with some extremely variable geometry, known for this reason as G-20+, the following 

may be considered to be members: South Africa, Argentina, Bolivia, Brazil, Chile, China, Cuba, Egypt, the 
Philippines, India, Indonesia, Mexico, Nigeria, Pakistan, Paraguay, Thailand, Tanzania, Venezuela and 
Zimbabwe. 
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As expected, the reaction by the Brazilian authorities was outright rejection, and if no 
compromise solution is found this could lead to submission of a complaint to the WTO’s 
Dispute Settlement Body. 
 
3.6. Brazil’s agricultural policy 
 
According to the OECD data, there is relatively little assistance for Brazilian farmers (6% of 
production, measured as Production Subsidy Equivalent (PSE), particularly in comparison to 
more developed countries, OECD members (30% on average, between 2003 and 2005). During 
the 2003/2005 period assistance was an average of 0.7% of GDP, below the percentage support 
for richer countries (OECD: 1.1%), even though the economic importance of agriculture is 
much greater in Brazil. All the same, it must be said that public assistance for Brazilian 
agriculture has increased steadily since 2004. 
 
Two thirds of this is in the form of subsidised loans, and another third in price guarantees. The 
latter has made more significant progress recently (+65%): 2.9 billion reales in 2005, due to the 
fact that price guarantees were maintained despite falling prices in that year in vegetable 
markets (TABLE 3 - IV) and an appreciation in the exchange rate. 
 
Payments for use of inputs also increased in 2005 (+58%), to 7.5 billion reales, as did interest 
subsidies for investment and purchases of equipment, and the resumption of agricultural debt 
reimbursements. 
 
By sectors, the main beneficiaries of public assistance are rice, maize, cotton and wheat, in that 
order. 
 
With respect to structures, one of the priority objectives of the present Brazilian Government is 
to eradicate poverty, and this includes specific agricultural and rural policies. As we have 
already observed (3.1), Brazilian structures are some of the world’s most varied, coupled with 
the country’s unequal distribution of land. Following pressure from landless peasants 
(‘Movimento dos Trabalhadores Rurais Sem Terra’), the second National Agricultural Reform 
Programme is now being implemented, including measures such as settlements of peasants on 
land that has been expropriated, bought up or provided by the state; subsidised loans to buy 
land; and finance to invest in infrastructures and community support. 
 
A Family Agriculture Reinforcement Programme (PRONAF) is running in parallel to this plan 
for small landowners, with preferential loans for investment, transformation and marketing, 
education and training. 
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