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The objective of this arficle is to show the importance of agribusiness to Brazil
and discuss the macro-environment for investments.

1- Background and Overview on Brazil's Agricultural Production: A Major
Target for TNC Foreign Direct Investments

Covering 850 million hectares, Brazil is a country of continental proportions. Out
of all this land, 40% are considered arable land, which means that 340 million
hectares could be used for agriculture and livestock. The other 510 million
hectares include the 80% of the Amazon Rain Forest area which is protected by
law; other conservation areas such as river banks, wetlands and reforestation
areas; cities and towns; roads; lakes and rivers. The following table summarizes
the occupation of land in the country.

Table 2. Use of land in Brazil and possibilities of expansion - 2007

Brazil 850

Total preserved areas and other uses* 510 (60%)

Total Arable Land 340 (40%) % oftotalland % arable land

Cultivated Land: All crops 63.1 7.4% 18.6%
Soybeans 20.6 2.4% 6.1%
Corn 14 1.6% 4.1%
Sugarcane 7.8 0.9% 2.3%

Sugarcane for ethanol 3.4 0.4% 1.0%

Oranges 0.9 0.1% 0.3%

Pastures 200 23.5% 58.8%

Available land (ag, livestock] 77 2.1% 22.6%

Source: elaborated by ICONE and UNICA based on IBGE, CONAB and UNICA.
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The agricultural activities which occupy the most land are pasture, soybeans,
corn, sugarcane, common beans, rice and coffee, in that order. Other
important crops in terms of area are cassava, wheat, cotton and orange. Some
of these agricultural products are concentrated in specific regions, while other
cultures are diffused. Pasture, which occupies over half of the countries arable
land, is mostly non-native and is mainly used for raising beef and milk cattle.
Soybean, corn and common beans are mostly concentrated in the Center-
South region, although they are to be found also in the North-Northeastern (in
special corn and common beans).

Among the reasons why those three cultures are so spread is, of course, their
profitability, but also the development of varieties adapted to different soils and
climates, and the fact that those are annual crops which are commonly used
for culture rotation. Cotton, in the other hand, is mostly planted in the Center
and in the Northeastern regions. The production of rice is higher in southern and
southeastern of Brazil. The production of sugar cane is highly concentrated in
the Center-South region of the country. There are other focus of production
located in the northeast coast, north of Rio de Janeiro and Espirito Santo. In the
north of Brazil the production of sugar cane and soybeans is little expressive or
almost nonexistent. The following figure shows the distribution of some of those
agricultural production within the Brazilian territory.
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Figure 4. Distribution of Agricultural Products in Brazil
Source: PAM/IBGE

As one can see, agricultural production takes places in virtually every region in
Brazil. The first agriculture frontier
Based on fropical R&D, official rural credit and intervention prices, agriculture
(mainly soybeans) expanded from the south of the country towards warmer
savanna areas located in the center. From 1970 to 1985, the area used for crop
production increased about 53%, going from 34 to 52 million hectares. In 1970,
there were just over 1.3 milion hectares plated with soybeans, which
represented less than 4% of the total crop area. In 1985, soybean already
covered over 10 milion hectares and represented around 20% of total area
used for crop production. The total increase of the area planted with soybean
reached 670% within those 16 years.

Other crops that experienced significant growth during the same period was
orange, which grew 228% reaching almost 0.7 million ha; sugarcane, which
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agrew 127% reaching 3.9 million ha; common beans, which grew 53% reaching
5.3 milion ha; and wheat, which grew 41%, reaching 2.6 milion ha. Corn
production grew somewhat less (20%), but was the most planted crop by 1985,
covering 11.8 million ha. The only crops that shrank in area during that period
were cotton (-16%), which suffered big losses due to plagues and rice (-5%)
(ICONE).

The secondexpansi on was in the 906s and 006s,

demands and gains in efficiency (higher yield). There was little agriculture
expansion compared to the previous period, with crops moving into the north
and northeastern regions of Brazil. From 1990 to 2005, out of the most planted
cultures, only soybean, sugarcane and corn experienced increased in planted
areas. The area for soybean increased 100%, reaching 22.9 million ha by 2005.

The area planted with sugarcane expanded 36% within the same period,
reaching 5.8 million ha. The area planted with corn stayed virtually the same,
increasing only 1% to reach 11.5 mililon ha (ICONE). Currently, the great

majority of Brazil s 90 million ha arabl e

0Cerr adoonnal &gioras, and slowly, this region is diversifying from
beef/soy model to corn, cotfton, poultry, pork, sugarcane, dairy and coffee.
The following figure shows the evolution of the ten most planted crops (0% of
total crop area) from 1931 to 2006, in million hectares.
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In addition to horizontal expansion (production increase through expansion in
new areas), Brazilion agricultural production benefited from high gains in
vertical expansion (yield) in the last couple of decades. Data compiled by GV
Agro, a Brazilian research center, shows that between 1990/1991 and
2007/2008, Brazilian grain production increased 144%. Meanwhile, the planted
area increased only 23%. That allows one to consider that the use of high
technology has resulted in an increase of 95% of the average yield within that
same period, proving the importance of research and development of
techniques and technology.



Livestock production has also increased significantly. Between 1994 and 2007,
swine production increased 130%, chicken production increased 200% and
bovine production increased 77%. The following figure illustrates the evolution of
the Brazilian agricultural production.
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For the 2008/2009 harvest, the National Supply Company (CONAB) projects a
decrease on the production of grains as a result of high input prices, specially
fertilizers, which led producers to invest less in productivity. In the previous
harvest year there were produced 144.11 million tons of grains in the country,
while this harvest production is expected to reach 137.033 million tons, as the
following table shows.

Table 3. Brazilian grain production - 2007/2008 to 2008/2009

Crop 2007/08 2008/09*
Cotton 2.51 1.98
Rice 12.06 12.18
Common Beans 3.52 3.59
Corn 58.66 52.28
Soybeans 60.02 57.76
Wheat 4.08 6.03
Others 3.26 3.22
Total 144.114 137.033

*Estimates from March 2009.
Source: elaborated by the authors based on CONAB.

Much of the boom in the Brazilian agriculture production in the last couple of
decades is due an increase on the use of fertilizers. In 1983, the country had to
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import only 32% of total nutrients for agricultural production. In 2006, imported
nutrients were already 65%. Some estimates show that by 2025, Brazil will have
to import 86% of total nutrients for agriculture (MB Agro Consulting). The bigger
demand for fertilizers allowed the increase on production, but also elevated the
production costs. Additionally, producers are more vulnerable to the fluctuation
of fertilizer prices. In the 2008/2009 harvest, the production costs of soybean in
the state of Mato Grosso rose 16.4% compared to the previous harvest. The
price of fertilizers, which accounted for about 45% of total costs in the harvest,
rose 32.5% within one year.

1.3 TNC Understanding of the Importance of Agribusiness for the Brazilian
Economy

Brazil is one of the most important exporters of agricultural products. It is the

worl dés | eader export el chicken; baecf aaffecatolmacat hano

and orange juice. I n the case of orange

market share. The biggest increase in exported volume between 1996 and 2007
were experienced by cotton, corn, powder milk and beef, in that order. The
following table brings the exports of agricultural products in 2007 in million
dollars; the market share and rank position for each product; and the annual
rates growth rate in terms of volume and value between 1996 and 2007.

Table 4. Export of Brazilian agricultural and livestock products -2007

Exports Brazil/World (2005) Annual Growth Rates (1996 - 2007)

Product 2007 USS

Million Share  Ranking Volume Value Price
Soy complex 11,386 38% 2 9% 10% 1%
Sugar/ethanol 6,770 29% 1 13% 14% 0%
Chicken 4,626 29% 1 19% 19% 1%
Beef 4,232 20% 1 28% 25% 2%
Coffee 3,887 29% 1 6% 2% -3%
Tobacco 2,262 23% 1 6% 6% -3%
Orange Juice 2,252 82% 1 5% 5% -2%
Corn 1,943 2% 8 54% 42% -8%
Pork 1,209 16% 4 27% 26% -1%
Fruits 717 - - 17% 19% 1%
Cotton 507 5% 4 91% 88% 2%
Powder milk 225 1% 14 47% 44% 2%
Others 7,061 - - - - -
Total 47,078 4% 3 13% 8% -4%

Source: elaborated by ICONE based on SECEX/MDIC, ICONE and FAO.

Such significant performance has great impact in the Brazilian frade balance.
The last time the country experienced negative trade balance was in 2000,
since then agribusiness has been the major responsible for the consecutive
positive balance. In 2008, for instance, Brazil exported US$ 197.9 bilion out of

juice,



which agribusiness exports summed US$ 71.8 billion (36%). Total imports reached

Uus$ 173.2, resulting in a positive balance of
for the agribusiness balance of US$ 60 billion, the country would have finished

the year with deficit since the other sectors of the economy imported US$ 35.3

billion more than they exported. The role of agribusiness in the frade balance in

the last 14 years is represented in the following table.

Table 5. Brazilian trade balance -1994 to 2008

Brazil Agribusiness Others
Year Total Agri Others
Exports Imports Balance Exports Imports Balance Exports Imports Balance

1994  43.5 33.1 10.4 19.1 5.7 13.4 24.4 27 .4 -3.0
1995  46.5 49.8 -3.3 20.8 8.6 12.2 25.7 41.2 -15.5
1996  47.7 53.3 -5.6 21.1 8.9 12.2 26.6 44.4 -17.8
1997  53.0 59.7 -6.7 23.4 8.2 15.2 29.6 51.5 -21.9
1998  51.1 57.6 -6.6 21.5 8.0 13.5 29.6 49.6 -20.0
1999 481 49.3 -1.2 20.5 5.7 14.8 27.6 43.6 -16.0
2000  55.1 55.8 -0.7 20.6 5.7 14.9 34.5 50.1 -15.6
2001 58.2 55.5 2.7 23.9 4.8 19.1 34.3 50.7 -16.4
2002  60.3 47.2 13.1 24.8 4.5 20.3 35.5 42.7 -7.2
2003  73.0 48.2 24.8 30.6 4.7 25.9 42.4 43.5 -1.1
2004  96.4 62.8 33.7 39.0 4.9 34.1 57.4 57.9 -0.5
2005 118.3 73.5 44.8 43.6 5.2 38.4 74.7 68.3 6.4
2006 137.5 91.4 46.1 49.4 6.7 42.7 88.1 84.7 3.4
2007  160.6 120.6 40.0 58.4 8.7 49.7 102.2 111.9 -9.7
2008  197.9 173.2 24.7 71.8 11.8 60.0 126.1 161.4 -35.3

Source: elaborated by the authors based on SECEX.

INCand Brazilian agribusiness compansibiggestar e amor
exporters. In 2007, Bunge Brazil unity exported US$ 3,055.1 million, falling behind

only the oil giant Petrobrds, Vale do Rio Doce from the mining sector, and the

airplane producer Embraer. Sadia, with exports worth US$ 1,776.1million, and

the Brazilian unity of Cargill, which exported US$ 1,759.1 million, occupied the

sixth and seventh position in the ranking of Brazilian exporting firms in 2007. The

following table brings largest Brazilian agribusiness exporting firms in 2006 and

2007, ranked among the firms of all sectors of the economy.



Table 6. TNC and Brazilian agribusiness exporting companies — 2006 to 2007
(USS million)

Var. %
Ranking Firm 2004 2007
2007/2006

4th BUnge Alimentos S/A 2,267.1 3.055.1 34.76
6t Sadia S/A 1,316.5 1,776.1 34.91
7th Cargill Agricola S/A 1,606.3 1,759.2 9.52
11t Perdigdo Agroindustrial S/A 914.8 1,393.1 52.28
15t Louis Dreyfus Commodities Brasil 669.1 1,280.5 91.37
17t ADM do Brasil LTDA 800.9 1,224.2 52.85
22th JBS S/A (Friboi) 922.4 1,069.8 15.98
23t Aracruz Celulose S/A 897.3 1,062.2 18.38
26th Copersucar 1,068.4 990.0 -7.33
28t Sucocitrico Cutrale S/A 642.6 980.2 52.55
30th Bertin LTDA 838.1 923.8 10.22
33th Seara Alimentos S/A 495.9 760.7 53.39
35t Suzano Papel e Celulose S/A 513.4 724.0 41.00

Source: Balanca Comercial Brasileira, Secex/MDIC, Jan. 2008.

One of trends t hat have already started t o
agricultural products is the ongoing share of economic power among

countries. In 2005 the International Monetary Fund (IMF) estimated that G-7

GDP would grow in a yearly rate of 2.2% from 2006 to 2013, while the GDP of the

developing countries would grow 7.1% per year during the same period. That

means that the share of the G-7 countries in the worl dobés GDP
from 59.5% to 53.6%, while the share of developing countries would increase

from 24.7% to 30.8% by 2013.

Along with this trend, developing economies have become of growing

i mportance for Brazilds exports of agricultura
the Ministry of Development, Industry and Trade, in 2000 around 30% of Brazilian

agribusiness exports were destined to developing countries. From June 2007 to

May 2008, this shared reached almost 50% as the following figure shows.
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Combined, the EU countries form the biggest market for Brazilian commodities
exports. Nevertheless, from 2000 to 2007 its share decreased from 40% to 31.4%.
In 2000, the Nafta countries were the second biggest buyers of Brazilian
commodities, with a share of 20%. By 2007, their share went down to 16% and
was overcome by Asia, which share rose from 13.5% to 19% (BNDES, 2007).

In 2008 for the first time China became t he mai n destination o]
agribusiness exports, overcoming the imports of US and the Netherlands.
Compared to 2007, Chinads purchased 69. 7% mor e
in Brazil in 2008. The highest increase in imports of Brazilian agribusiness products

took place in Venezuela, which bought 111.9% more in 2008 than in 2007. The

most important markets for Brazilian agribusiness products are shown in the

following table.



Table 7. Brazilian agribusiness exports by country - 2007 to 2008

Countries Value (US$ mil) Participation (%)
2008 2007 Var(%) 2008 2007
China 7,930,975 4,673,705 69.7 11 8
Netherlands 6,531,259 5,436,204 20.1 9.1 9.3
United States 6,249,474 6,401,539 -2.4 8.7 11
Russia 4,187,630 3.386,099 23.7 5.8 5.8
Germany 3,107,992 2,401,940 29.4 4.3 4.1
[taly 2,752,984 2,630,288 4.7 3.8 4.5
Belgium 2,551,187 2,227,878 14.5 3.6 3.8
Japan 2,441,931 1,750,629 39.5 3.4 3
Venezuela 2,426,212 1,144,760 111.9 3.5 2
Spain 2,270,987 2,113,709 7.4 3.2 3.6
France 2,139,174 1,774,839 20.5 3 3
United Kingdom 1,946,958 1,770,287 10 2.7 3
Islam. Rep. of Iran 927,438 1,565,752 -40.8 1.3 2.7
Hong Kong 1,623,616 1,205,128 34.7 2.3 2.1
Other countries 24,718,650 19,937,662 23.9 34.4 34.1
Total 71,806,467 58,420,419 22.9 100 100

Source: Secex/MDIC

The importance of agribusiness to the Brazilian economy is also to be seen in
ot her number . I n 2007, Brazil 6s GDP t
agribusiness responded to 25% (R$ 642.63 billion). Agriculture was intended for
R$ 456.8 billion dollars (71.1%) while livestock generated R$ 185.7 billion (28.9%).
Regarding the distribution of the agribusiness GDP along the agribusiness
system, before farm activities generated 6.3% (R$ 40.5 bilion) of the total
amount, on farm activities generated 28.8% (R$ 185.3 billion), and after farm
activities generated 64.9% (R$ 416.8 billion). As far as employment is concerned,
37% of employed people in the country were working in the agribusiness sector
in 2005.

1.4 - The Scenario for TNC Investments: Trends and Global Issues

The world has been facing important changes which shape the food and
bioenergy markets. Those changes are related to four dimensions: the political-
legal environment; the economic and natural environment; the socio-cultural
environment; and the technological environment.

The political-legal environment for TNC Investments in Brazil

TNC investments must understand the role of protectionism. The resistant
protectionism of the countries is the first theme in the international media. There

ot al
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is a expectation that the distortions in the world trade due to the protectionism
tend to get reduced gradually, because of some factors:

a) increasing disputes in the WTO - World Trade Organization - as well as
rounds of negotiations, which aim to reduce the protectionism;

b) pressure from consumers in the developed world who are concerned
about the social problem generated in the developing world for their
subsidies based on production, stimulating overproduction and low
prices for food ("anti-subsidies movements");

c) expansion and presence of multinational companies, which now
dominate the world trade. These companies will invest in the countries
with greatest potential for exports. To these companies, it does not
maftter where the product is made, but the return to the shareholders;

d) the aging of European, American and Canadian farmers makes a
new generation less interested in the causes of agriculture and that also
did not go hungry during the world wars (main motivation of the policies
on food safety) takes the front. This generation can be more liberalizing
than the previous;

e) the bioenergy. As the world moves to renewable energy, the entry of
products from agribusiness, but fransformed into energy, will get another
dimension, in that we have new dllies such as environmentalists and
entities of the third sector, provided that the production is done with
sustainability. The bioenergy represents a revolution in worldwide
agriculture.

Moreover, there are fears of the growth o f terrorism and unstable regions , which
may generate a concern about the supply of food and movements stimulating
a worldwide aversion to the biofuels of 1st generation from countries where the
production systems are not 100% sustainable.

For all of that, the great expectation is the reduction in the coming years of
tariff barriers and the raising of non-tariff barriers (health, social and
environmental), for example, the chicken (nitrofuran, avian influenza,
newcastle), citric pulp (dioxin), soybean (carboxin), beef (mad cow, aphthous,
deforestation of the Amazon). These regulations are becoming increasingly
complex and growing , demanding structures for their understanding and
preparation of the countries. More than ever it will be a battle of
communication. In this scenario that TNC investments will operate.

The production with sustainability (environmental, economic and social), taking
care of the people, the preservation of the planet and the maintenance of the
profit, is the only way to produce. And therein lays the focus of protectionism.
The environmental and labor standards will be stricter, and that will lead to
stricter international missions looking at the patterns of production conducted
mainly in the developing world, demanding quality and certification, as well as
the proliferation of NGOs, aiming for the widest array of interests.

From this perspective, we have the recent ratification of the Kyoto Protocol, a
pioneering plan to reduce emissions of developed countries, with different
goals, and possible future goals for the emerging countries (China, India, Brazil).

10



That, encouraged by the climate of political instability in the Middle East and
the high dependence on the OPEC countries for the supply of oil, explains the
current fever of biofuels (ethanol and biodiesel). The recent disclosure of the
devastating effects of global warming will accelerate this process further.

The economic and natural environment for INC Investments in Brazil

The greater situation is that in the last 30 years, a bilion people have been
added to the world population, most of them in developing countries. And,
despite the present lower rates, the world population will continue its growth
trajectory . The world will have 7.2 billion consumers in 2015, following an annual
growth rate of 1.1% (FAO and OECD, 2007). And this increase of people pushes
the global demand for grains and animal protein. In that context, Asia stands
out as a great market, especially China and India, with growing populations
and income.

Even with the exponential growth occurred mainly in Asian countries, this does
not happen in an equitable way. This shows that in this century, one of the
greatest challenges to be faced by humanity is the combat of social inequality,
seeking the universalization of health services and education, or, better the
distribution of income and the inclusion of people for a more sustainable life.

And this situation of inequality is repeated in most developing countries, being
expected for the next few years an increase in migration , with impacts in the
labor supply in the world. These flows have already represented major problems
for Europe (mainly African population) and the USA (mainly Hispanic
population).

Companies increasingly multinationals continue their process of transfer of
manufactures . They will produce where it is more interesting to their
shareholders. The process of globalization of branding is here to stay. The
mulfinationalization of companies makes the brands to be available, starting a
competition and favoring the consumer at first.

The globalization of the financial system makes the resources to flow more
quickly between countries, which, if on the one hand brings instability, on the
other brings a necessary transparency and predictability in policies.

Increasingly, the economic environment will have the growth of partnerships
and strategic alliances ; so that companies can focus their target activities and
have strategic partners of production, supply and distribution. Interconnected
systems, globalized, small, medium and large partners will be the agribusiness
world.
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The outsourcing (or third part) of productive activities is also a trend. Today, to
produce are no longer needed productive assets. The using of capacity to
companies even competitors in the networking becomes a ftrend. The
processing industries of the agribusiness challenge the focus on the core
competence and use of contracts for supply of agricultural raw materials.

Also, there are daily news about the mergers and acquisitions in the markets,
with a smaller number of larger companies, a move that also happens in
agribusiness. The greater competition, in most of the markets, brings a trend of
lower margins in the productive systems, demanding a continuous process of
cost reduction and revaluation of productive processes.

Leaving a bit the food and switching for the bioenergy, it can be noticed that
the scenario of continued oil price at a high level, as well as the approval of
environmental agreements to reduce carbon emissions, makes the world keep
its attention focused on the renewable energy . This can already be seen by the
fact that the major oil companies are changing their strategic focus, self-
entiting businesses of energy, including alternative energy sources in their
strategic planning (ethanol, cellulosic ethanol, biodiesel and bio-esters) and
supporting themselves in the pillars of sustainability.

And, among the renewable energy, biofuels are those in higher stage of
development and may compete with those derived from oil. Moreover, they
are a good dalternative to the crisis in the agriculture, diversifying markets and
improving the profitability of producers of grains, sugar cane and other oilseeds.

As general, the economic scenario is in favor and will push harder for TNC
foreign direct investments into agriculture.

The socio-cultural environment for TNC investments in Brazil

A reality in the international context, which is not so characteristic only of
developed countries, is the population aging . This is not only the demand for
specific products for this segment of consumers - imagine the impact on the
welfare systems of the countries - but also to consolidate the movement of
demanding consumers, with high purchasing power, and willing to pay for
convenience.

As the population aging, another social problem that is increasing the spending
on health of national governments is the obesity of their peoples. A severe
consequence of living in cities, with long hours of work, unbalanced eating
habits and sedentary, the overweight and all the negative consequences to
human health that it can cause have stimulated the development and growth
of the market for functional, organic and diet/ light food.
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There is an increasingly concern of the countries with the food safety . And, in
this process, it is the final consumer, who regardless of nationality, is to boycott
"suspect" products. Anyway, it is an obligation of the company, and the right of
the consumer, the adoption of detection, prevention and elimination
(traceability) systems of contaminants in food, elimination of risks and
processing of products.

It is also worthy to note a globalization of lifestyles , arising mainly from the
revolution of communications. Increasingly the societies are communicating,
learning, and copying, and have styles in common. Tribes in all parts of the
world are formed with similar behaviors; tribes that can compare products
worldwide, which have enough information and want to be part of the
corporate life, interacting digitally with them and being respected.

However, the social environmental appeals are those more in vogue
nowadays. The environmental movement , or green wave, along with the
movement of organic food , put enormous pressure on the productive chains.

Another interesting movement is the fair trade movement. Formed by non-
governmental organizations (third sector), they are responsible to buy and
distribute products of populations in poor countries and reverse the action for
the development of such people.

Especially a movement draws attention by involving a broader concept, the
concept of sustainability . This is another phenomenon occurred in the last ten
years, which was the transition from focus only on the environment to a broader
focus, more subjective and more complex, of which the environment is part,
called sustainability. For many consumers, it is not enough the product to be
"green”, the mode of production must be sustainable.

This concept was "called" by 3Ps of sustainability: People , Profit, Planet: the
concern that the organizations must have with the people involved directly
and indirectly with the business, the profit that ensures the continuity for the
attractiveness of the investment and, ultimately, the concern with the
environment.,

No attempt to differentiate the product or service through the appeals
reviewed above will be vald if the company does not take care of
standardizing its offer, following the precepts of a certification process widely
recognized. This enables companies to monitor their production processes,
ensuring the supply of products with certain afttributes, and, concurrently,
allowing the consumer to be able to distinguish the desired product from the

”Copy”,
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The technological environment for TNC Investments in Brazil

The situation is of growing concern and investments of the countries in
technological development for the generation of innovations. In the food
industry, the innovation in creating more nutritious, more practical and more
secure foods is a demand of the consumer. Here is a very important role of a
TNC.

Regardless of where the innovation has to occur, mainly to increased efficiency
in the production of food, fiber and bioenergy, with a lower use of non-
renewable natural resources, the occurrence of environmental phenomena is
here to show the way:

A The emergence of pests and di seases,

production chains on a global scale, is increasingly common.

A There is pressure for the economy
and the water from then becomes a source of competitive advantage.

n

t
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A The def orestation, mi ni ng, i nappropriate

global warming causing desertification in the world, generating loss of
millions of hectares in agricultural land.

A The impact of «cl i magthecglobdl samfiguretiosofc hangi n

production chains (hurricanes, tornados, earthquakes, floods etc.).

In this point, the genetfic modification is an irreversible process and it is
expanded to several other crops. It is necessary to develop new varieties of raw
materials for biofuels, resistant to pests and diseases, and more suited to arid
regions.

In this way, it is also necessary to begin to look for the so-called "ecoeficiency."
That is, the valorization of clean technologies, rational use of resources,
institutional adjustment, recovery of by-products, minimization of environmental
impacts and use of biodegradable materials for packaging. And in this analysis
it is tfrue that improvements in energy efficiency, allied to the use of renewable
energy, tend to generate a much greater reduction (and cheaper) of CO2.

Therefore, two things must be combined: energy efficiency and renewable
energy. This is the reason for the world fever in the development of second-
generation biofuels (technology for conversion of cellulose biomass, production
of ethanol using enzymes), so as to have a world supply of flex-fuel cars and
trucks (ethanol, gasoline, natural gas, diesel and biodiesel), hybrid cars (battery
of electricity along with combustion of fuels) and also hydrogen cells.

And combining energy efficiency with renewable energy, generating certified
emission reductions, which can be traded between countries, it is even better.
We are talking about the market for carbon credits. Today, it is possible to
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modify the way in which we consume energy generating reductions of CO2
emissions, which when audited by independent companies accredited in the
Executive Board of the UNFCCC (United Nations Framework Convention on
Climate Change), can generate certificates marketable in the world, created
to meet the targets for the reduction of rich countries to the Kyoto Protocol.

So that all of this becomes a reality, it is necessary to create incentives for the
entrepreneurs around the world to continue their work to generate innovations
in a secure way. The most correct way for this is the international patenting , or
some form of international registration which respects the intellectual property
rights and guarantees the entrepreneurs the claims of the search.

Resume: Blue and Red of Brazilian Agribusinessé

Strong Points Weak Points

1 Brazil has a diversified and competitive | 1 Logistic costs

agriculture 1 Lack of investment capacity
1 Capacity to respond to world demand f  High level of debt
1 Large internal market §  Property rights
T Technology 1 Agribusiness is not a political priority
T rrtc?cr:r::iz;a;nﬂqugset:?bft:ﬁ; input supply to 1 Debate small x agribusiness
1 Available land M Environmental restrictions
1 Infernational image 1 Lack of on farm storage capacity
1 Low level of subsidies 1 Low cooperative and associative culture
1 Economic and political stability T low marketing
T Records of international investments
9 First position in several products
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