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BACKGROUND

EUROCAMARAS Brazil, founded in 1999
and headquartered in Sao Paulo, rep-
resents the interests and needs of more
than 5.000 European industries and
companies in the Brazilian business
community. In 2001, EUROCAMARAS
Brazil also incorporated its Chamber
of Mediation and Arbitration (CAE) to
secure trade and investment dispute
resolution for Small and Medium En-
terprises (SME) operating in Brazil. It
is also the Brazilian recognized partner
of Eurochambres, the European Associ-
ation of Europeans Chambers of Com-
merce and Industry, which has Nation-
al Chambers in 46 countries, as well
as 2.000 local and regional Chambers.
Furthermore, EUROCAMARAS Brazil is
member of the EBO Network which ex-
tends in more than 35 countries over
5 continents (Asia-pacific, Europe and
the Americas). EBO aims at providing
advocacy, information and a network-
ing platform for European businesses
worldwide.

We strongly salute the momentum
reached in the negotiations of the Free
Trade Agreement between the EU and
Mercosur (the “FTA”) on the 60th anni-
versary of Rome Treaties and the 26th
year of the Treaty of Asuncion. We un-
derstand that a comprehensive, bal-
anced and ambitious agreement is now
close to be completed and to be put into
practice between the blocs.

The FTA negotiations started in 1999
and overcame the 2004 intermission as
well as the 2008-World-Financial Crisis.
Negotiations developed significantly in
different areas, since 2010. The talks
gained thrust in the last few years, and
now carry a pragmatic sense of oppor-
tunity, as socio-political and economical
drivers on both sides are aligned in the
defence of free trade and international
cooperation.

Importantly, the EU and Brazil share

crucial values and principles. Demo-
cratic decision making, the protection
of fundamental rights and human dig-
nity, corporate social responsibility, the
promotion of sustainable development,
the advancement of stable and peace-
ful international relations, and the rule
of law are strictly linked to continuous
developments of our common heritage.

Concerning trade figures, the EU has
been Brazil’s major trade partner since
the 1960’s, being responsible for ap-
proximately 20% of the US$ 322,8 bil-
lion Brazilian trade flows observed in
2016. In that year, Brazilian exports to
the EU were composed of basic prod-
ucts (44,3%), such as food, beverag-
es, vegetables, and mineral products;
manufactured products (37,8%), such
as machinery, transport equipment,
steel tubes and orange juice; and
semi-manufactured products (16,9%),
covering pulp, soy oil, fur and skins,
iron garters, and gold. Brazilian imports
from the EU consisted mainly of manu-
factured goods (94,8%), such as phar-
maceuticals, chemicals, and transport
equipment; semi-manufactured prod-
ucts (3,3%), such as olive oil, fertiliz-
ers, and rubbers; and some basic prod-
ucts (1,89%), including fruits and fish.

According to the Brazilian official statis-
tics, from 1999 to 2016, Brazilian ex-
ports to the EU summed up to US$ 586,7
billion, while reverse flows amounted
US$ 517,1 billion, in an average yearly
trade surplus of US$ 4,1 billion.

In accordance with the Brazilian Cen-
tral Bank, the EU is the largest investor
in terms of Foreign Direct Investment
(“FDI”) in Brazil in this century, accru-
ing for more than US$ 350 billion or
55,4% of all new net FDI brought into
the country from 2001 to 2016. Since
2010, the EU 's FDI in Brazil was most-
ly allocated into the services sector
(43%), such as non-automotive com-
merce, electricity and gas, telecom,
and financial services; manufacturing
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(37%), covering food, chemicals, and
automobiles; and in the primary sector
(19%), such as oil, gas extraction, and
mining activities.

The FTA is a broad agreement aimed
at promoting and facilitating free trade
and movement of goods, services, la-
bour and capital. Its implementation will
positively reflect on the above figures.
Furthermore, it will signal the benefits
and gains that trade has brought to
people around the world, at times when
increasing protectionist “solutions” are
being considered.

EUROCAMARAS Brazil supports eco-
nomic diplomacy and views that import-
ant objectives would be attained with
the implementation of the agreement,
such as: strengthening business linkag-
es between the regions through Glob-
al Value Chains (GVC); modernizing
infra-structure and competitiveness;
providing better access to technology
for enterprises; converging regulato-
ry framework; and enhancing customs
procedures. Each of these subjects
need to be addressed in more detail.

STRENGTHENING BUSINESS LINK-
AGES BETWEEN THE REGIONS
THROUGH GLOBAL VALUE CHAINS

GVCs involve the fragmentation of pro-
duction around the globe. Particularly,
steps of conception, design, acquisition
of raw and intermediary inputs, mar-
keting, and distribution occur consider-
ing competitive advantages offered in

distinct markets. Insufficient supply ca-
pacity, lack of competitiveness, and de-
ficiency in infrastructure are important
aspects that can hinder this process.

Recent studies from OECD (2015) have
indicated that 75% of international
trade is about firms buying inputs, cap-
ital goods or services that contribute
to the production process. Well-func-
tioning value chains require efficient
services, and the possibility to move
people, capital and technology across
countries. When those elements do not
operate properly, it reduces countries’
ability to participate in GVCs.

The development of human capital in
this context is essential and can be
achieved with joint efforts to promote
professional and technical education
with theoretical and practical instruc-
tion, thus creating a basis for sustain-
able growth and development.

Thus, the relation between GVCs and
trade agreements reveals the need for
partners to have open, predictable and
transparent trade, services, labour and
investment regimes. This includes tar-
iffs, non-tariff barriers and other re-
strictive measures impacting foreign
suppliers and domestic producers.

EUROCARAMAS Brazil
supports:

e regarding tariffs (trade in
goods), the consideration of
new levels of opening com-
mitments including, among
other sectors, automotive,
aviation and railway, ma-
chinery, IT, processed food,
chemicals, @ pharmaceutical
and medical devices.

e concerning services, im-
proved commitments for
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e service providers on tele-
communication, energy,
sanitation and environ-
ment-related, postal, mar-
itime transport, banking,
insurance, and reinsurance
sectors, including the pos-
sibility, where applicable, of
cross-border providers.

e concerning FDI, in sectors
where parties make com-
mitments, the guarantee of
market access and nation-
al treatment, especially with
the removal of limitations
on foreign capital participa-
tion in terms of maximum
percentage limit on foreign
shareholding, and the total
number of foreign natural
persons that may be em-
ployed in a particular sector.

e free movement of Ilabour,
modern visa rules (including
temporary workers), and the
possibility of degree, certifi-
cation and qualification rec-
ognition of workers and tech-
nical staff under adequate
procedures aimed at verify-
ing professional quality, com-
petence and credentials.

e joint efforts to promote pro-
fessional, technical and aca-
demic education.

MODERNIZING INFRASTRUCTURE
AND COMPETITIVENESS

The improvement of a country infra-
structure is a key factor to insert busi-
ness and people into the dynamic of
internationalisation and fragmentation
of production that characterize GVCs.
Before this happens though, fiscal con-
straints, pressure on public budgets,

and heavy costs associated with gov-
ernment procurement need to be dealt
with.

The Brazilian infrastructure is crossing
a period of renovation through privati-
sation programs.

Concerning logistics-related infrastruc-
ture, ports, airports, highways, and
railroads are current targets of the new
stage of the Logistics Investment Pro-
gram (PIL), for the 2015-2018 period.
The PIL emphasizes private sector par-
ticipation and introduces guidelines for
reduced regulatory risks and improved
legal certainty for investments.

The energy infrastructure in Brazil, in
turn, though being one of the cleanest
and plentiful array of the world, faces
further challenges to assure regularity
of supply, promotion of renewable en-
ergy, and responses to climate change.

Last, but not least, enhancements on
social infrastructure, such as sanitation
and water, contribute to better popula-
tion "s health, higher standards of liv-
ing, and the attainment of fundamental
rights.

In this perspective, continuous dialogue
with the private sector is needed to de-
velop auction rules for infrastructure
projects, improve the quality of basic
viability studies, and nurture a broad
cooperation on infrastructure.

EUROCAMARAS Brazil is certain that
the relevant expertise of each region’s
providers, and the proximity created
by the Agreement, would contribute
for such cooperation. In this sense,
the FTA must provide for a more open
environment on government procure-
ment, PPP, and FDI, boosting competi-
tion, decreasing costs, contributing for
the sharing of best practices between
businesses, and leading, ultimately, to
increased logistics and social infrastruc-
ture.
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EUROCARAMAS Brazil
encourages:

e the adoption of relevant com-
mitments aiming at national
treatment on public procure-
ment and auctions, includ-
ing deposit and performance
bonds.

e the inclusion of the federal,
state, and municipal level in
the scope of public procure-
ment foreign participation.

e the reduction of local content
policies, especially in the field
of energy infrastructure.

e the lessening of potential
regulatory risks for investors,
with transparency and dia-
logue mechanisms, such as
timely consultation and ad-
vanced notification of regula-
tory changes that may affect
medium and long-term legiti-
mate expectations of conces-
sionaries and private parts of
PPP.

PROVIDING BETTER INCENTIVES
AND ACCESS TO TRADE-RELATED
INTELLECTUAL PROPERTY

Intellectual property (IP) encompasses
a variety of subjects including patents,
industrial design, software protection,
trademarks, geographical indication
(GI) and traditional knowledge. They
have been incorporated in multilater-
al trade negotiations under the Agree-
ment on Trade-Related Aspects of In-
tellectual Property Rights (TRIPS) and
they bear different economic and social
reasoning.

Patents, for instance, create incentives

for innovation and knowledge transfer.
Access to technology produces posi-
tive spillovers, helps to overcome hu-
man capital deficiencies, and generates
steady gains that are well known in
the specialized literature. Trademarks,
in turn, are a mechanism for providing
information to consumers by reducing
search costs and avoiding errors. GIs
are more concerned with preserving
and sustaining local traditional practic-
es and resources.

Overall, a common denominator un-
derpins trade-related intellectual prop-
erty, regardless of their foundations: a
well-established system, with appropri-
ate mechanisms of protection, enforce-
ment, access and cooperation leads to
joint gains to producers and users in a
manner conducive to social and eco-
nomic welfare.

Currently, both parties to the FTA have
comparative advantages on specif-
ic technological areas, distinguished
trademarks, GI and traditional knowl-
edge that complement each other.

In 2012, with a view to supporting in-
novation through improved use of the
patent system, the Brazilian National
Institute of Industrial Property (INPI)
and the European Patent Office (EPO)
signed a bilateral agreement aimed
at enhancing co-operation. Under the
agreement, the exchange of patent
documents in Portuguese and English
intends to facilitate the filing of patent
applications by Brazilian companies in
Europe and by European companies in
Brazil.

Comparing 2016/2015, the EU main-
tained its position as the second largest
foreign origin of patent requests in Bra-
zil with more than 8.000 filings, though
one observes a decrease of requests
in absolute terms. Brazil, which ranks
12th among EPO non-member states in
terms of origin of patent requests in the
EU, increased approximately 4% the
number of filings, accomplishing 625.
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In 2016, the number of patent applica-
tions with Brazilian origin in the EU was
in fact greater than requests originated
in 23 EU members, individually consid-
ered, filed in Brazil.

Finally, as the digital transformation
and use of disruptive technologies ad-
vance (bots, drones, robots, sensors,
internet of things), in a process called
the “fourth industrial revolution” (in-
dustry 4.0) or the “industrial internet”,
relevant opportunities loom. New busi-
ness dynamics in both regions will have
to find an environment that offers suit-
able protection of intellectual property.

The FTA should provide ways for Bra-
zilian and European entrepreneurship
to improve matches on trade-related
intellectual property issues and find
ways to tackle challenges with the lat-
est technology advancement. Societies
from both sides can benefit even more
from a fuller menu comprising IP pro-
tection, technology transfer from R&D
centres, and cooperation.

EUROCARAMAS Brazil
recommends:

e the implementation of speed-
ier and less bureaucratic pro-
cedures for trademark regis-
tration and patents granting,
including adjustment of the
term of the grant to compen-
sate for delays.

e the improvement of coopera-
tion and enforcement mecha-
nisms, such as electronic com-
munication between customs
authorities and joint task-forc-
es to prevent the dispatch of
counterfeiting products from
ports.

e the recognition of GIs and tra-
ditional knowledge either by
product or sector.

e the elaboration of provisions
that foresees IP protection un-
der the so-called industry 4.0
pattern.

CONVERGING REGULATORY
FRAMEWORKS

Nowadays, one of the most relevant
points to be discussed in any new pref-
erential agreement relates to stan-
dards concerning regulatory coherence
among parties.

The Agreements on Technical Barriers
to Trade (TBT) and on Sanitary and Phy-
tosanitary measures (SPS) are land-
marks regulating these types of mea-
sures at the multilateral level (WTO).

In the first case, standards-related
measures comprise documents and
procedures setting out requirements
for products or processes. They also in-
volve procedures to ensure that these
requirements are met (conformity as-
sessments). They are diverse and en-
compass packaging, marking and label-
ling requirements, and procedures for
assessment of conformity. They have a
fundamental role in the flow of trade,
while ensuring the compatibility of in-
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puts sourced in different markets, in-
creasing the connectivity of GVCs, and
safeguarding important regulatory ob-
jectives, such as product safety, the
prevention of deceptive practices, and
environmental protection.

In the second case, sanitary and phy-
tosanitary measures involve govern-
mental measures aimed at protecting
human health, domestic harvests and
livestock from pests or animal diseases.
Examples of SPS measures are maxi-
mum levels of pesticide residues in food
and requirements that imported fruits,
vegetables, and feed products be treat-
ed in a particular manner.

As the scope of these measures are
broad, specific trade concerns (STCs)
among members at the WTO have sig-
nificantly increased. For instance, notifi-
cations of TBT related measures soared
from 364 (1995) to 1.644 (2016), a
352% increase. A similar trend is ob-
served at the SPS level, climbing from
189 (1995) to 935 (2016) notifications.

Not all of the above notifications rep-
resent obstacles to international trade
and countries should not be prevented
from taking measures of this nature.
They must deal with two competing in-
terests: (i) improving efficiency of pro-
duction and facilitating the conduct of
international trade by using commonly
agreed standards and conformity as-
sessment systems; and (ii) protecting
important societal values, such as hu-
man, animal or plant life or health.

We encourage efforts that promote the
flow of goods, services and agricultural
products, in accordance with converged
technical, sanitary and phytosanitary
measures, mutually agreed or recog-
nized. Conformity assessment should
facilitate access to global markets while
also acting as a risk assessment tool. A
thoughtful and cooperative formulation
is essential between parties. Special at-
tention should be given to technology

transfer, human training and transpar-
ency, as SMEs often do not have the ca-
pacity to meet certification, standards
and conformity assessment procedures.

EUROCARAMAS Brazil
emphasizes:

e the need for regulatory con-
vergence in the FTA, includ-
ing, among other sectors,
vehicles, machinery and
equipment, IT, food, chem-
ical, pharmaceuticals, and
medical devices.

e the importance of commit-
ments on test equivalence,
mutual recognition, and the
elaboration of accepted list
of certification institutes and
accreditation processes.

e the creation of a Joint Com-
mittee between the parties
establishing a focal point to
speedily address specific con-
cerns regarding TBT-related
and SPS-related measures
raised by exporters/import-
ers, with fast track proce-
dures for SME "s enterprises.
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ENHANCING CUSTOMS PROCE-
DURES

Customs procedures can create bur-
densome bottlenecks for business. The
often called “red tape” procedures may
become time and budget consuming,
leading to supply chain delays. The ef-
fect is slower and more expensive ex-
ports and imports processes, harming
both suppliers and consumers.

In daily business activities, these pro-
cedures involve licensing, clearance of
goods, and authorization from author-
ities. The subject is of such relevance
that WTO members have recently
agreed on the Trade Facilitation Agree-
ment (TFA), which entered in force on
February 2017, and, once implement-
ed, can generate more than 0,5% to
world GDP growth.

Poor records on customs procedure can
impact the quality of the business en-
vironment. Brazil ranks 123rd in the
World Bank, 2017 Doing Business Re-
port, and the report’s “trading across
borders” item supports this delicate
position. At the same time, Brazil has
been advancing in some initiatives such
as the implementation of the Single
Window Programme (SWP).

We do support that the FTA identifies
remaining reform bottlenecks and spe-
cific trade facilitation domains of action,
providing a transparent basis for an
effective cooperation between border
agencies and supply chain
stakeholders.

EUROCARAMAS Brazil
reinforces:

e the need to keep track of the
general TFA framework and
implement it.

e the enhancement of cus-
toms procedures in specific
sectors, such as medical de-
vices, pharmaceuticals, ma-
chinery, food and agricultural
products, and temporary im-
ports in general.

e Support from the EU towards
the Brazilian regulators aim-
ing for the simplification of
Authorized Economic Opera-
tors’ qualification and its im-
plementation.

FINAL REMARKS

The opportunity is unique after continu-
ous advancements on the negotiations.

There are many expected gains that go
way beyond the reduction of tariffs and
non-tariff obstacles to trade. EUROCA-
MARAS Brazil particularly emphasizes:

1. A reciprocal insertion of business in
GVCs, as a result of increased inte-
gration between markets, capital,
and people.

2. The modernization of infrastructure
because of attraction of long-term
investment to each region. The al-
leviation of fiscal constraints for the
deepening of competition in govern-
ment procurement.
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3. A greater atmosphere for innovation
and technology transfer, enabling
societies to tackle present and future
challenges (fourth industrial revolu-
tion), including the furtherance of
intellectual property enforcement
and cooperation.

4. An increased flow of “healthier” in-
ternational trade as a result of con-
vergence on the regulatory frame-
work of technical, sanitary and
phytosanitary measures.

5. Expedited procedures to business
and reduced costs to consumers as
a consequence of enhancement of
customs procedures.

The FTA may also bring additional bene-
fits which were not anticipated, such as
a quicker resumption of growth for both
sides, support and synergy in reforms,
and reassurance of free trade and co-
operation as a solution, rather than the
cause of world economic imbalances.

In conclusion, EUROCAMARAS Brazil 's
viewpoint is that the forthcoming FTA
will provide real and tangible positive
effects to businesses, governments,
and the civil society of both blocs.
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