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A warm welcome to the April 2014 edition of the Brazil Business Brief.

editors’ letter

contents

Dear Members,

This month we’re gearing up for our biggest event of the year: the
Personality of the Year awards and gala dinner at the London Hilton on
Park Lane on 13th May. We hope, of course, to see many of you there.

news from our members

26

For information on this and many other forthcoming events, see page 27
of this issue and keep an eye on www.brazilianchamber.org.uk/events.

dates for your diary

27
We trust you’ll enjoy our latest collection of articles, which cover a

events round-up

28

broad range of themes, and take this opportunity to reiterate that

editorial

30

for future articles and events. You can contact us at

we’re always keen to receive not only feedback but also suggestions
www.brazilianchamber.org.uk/contact-us
Best wishes
Lena & Alex
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Brazil: no longer
the country of the future?
By Chris DeSa
Senior Manager - Global Client Services - Control Risks

has had to respond with eight consecu-

articles

10.75% on February 26 this year. Recognising the upper bounds of monetary
policy given Brazil’s already-exorbitant
interest rates, Dilma’s finance minister
recently announced budget cuts and a
primary surplus target of 1.9% in 2014
– somewhat surprising given that this
is, after all, an election year.
Social unrest is also creating chal-

The middle class
now demands that
their taxes be used
more efficiently in
the form of higherquality healthcare,
education,
transportation and
public security

lenges. It remains to be seen whether

cies of the Plano Real, credited with
stabilising the economy and taming
inflation in the 1990s. He will argue
that a course correction is necessary
and that the PSDB is best positioned
to make that happen.
Meanwhile Dilma faces a very different set of accusations from the
combined ticket of Eduardo Campos,
governor of Pernambuco and now the

the mass social protests that erupted

to fight hard to re-establish credibility

presidential candidate of the Brazilian

during last summer’s FIFA Confed-

and secure a second term. Moreover,

Social Party (PSB), and Marina Silva,

erations Cup will persist through the

the Workers’ Party (PT) faces more

an environmentalist who received

2014 World Cup and beyond. Over

formidable opponents than ever.

nearly 20% of the vote in the 2010

the past decade, measures to amelio-

A

the business-friendly, liberal poli-

Dilma will have to stave off vigorous

presidential elections. Marina recently

rate income distribution (particularly

criticism from Aécio Neves, a presi-

joined the Campos ticket as vice-pres-

Bolsa Familia, Brazil’s conditional

dential candidate, senator and former

idential candidate. The Campos-Silva

cash-transfer programme), record-low

governor of Minas Gerais represent-

ticket blames Dilma and the PT for

fter nearly two decades

electoral cycle is likely to see policy-

Lagging exports have contributed to

unemployment and an expansion of

ing the Brazilian Social Democracy

failing to deliver on social goods such

of sustained growth,

makers converge on an investment-led,

a growing current account deficit,

credit have resulted in a burgeoning

Party (PSDB). He will argue that the

as high-quality education, healthcare

Brazil’s torpid economy

business-friendly growth strategy,

increasing the country’s balance-of-

middle class and rapid decrease in

consumption-led growth policies,

and environmental regulation. Both

and social turbulence

thereby reinvigorating the country’s

payment vulnerabilities. Moreover, de-

poverty. However, reducing inequality

labour market rigidity and high tax

Campos and Silva compete directly

suggest the country is

stagnating, consumption-led economy.

spite high tax revenue (around 40% of

has brought its own problems. The

rates under Dilma – and her predeces-

with Dilma for votes – the former

now entering dire straits. While many

The economy is fatigued, to be sure.

GDP), the Brazilian public sector has

middle class now demands that their

sor, President Lula – have resulted in

enjoying a positive image in the

believe Brazil’s past has caught up

Growth has slowed to a tepid pace.

exhausted its space for fiscal manoeu-

taxes be used more efficiently in the

low domestic savings and investment,

north-eastern states (a PT stronghold)

with it, this view is misguided for

The cyclical upswing in commod-

vring and faces difficulties in meeting

form of higher-quality healthcare,

weak infrastructure, lacklustre produc-

and the latter having a progressive,

two reasons. First, the country has

ity prices, propitious demographics

its primary-surplus targets.

education, transportation and public

tivity gains and inward-looking trade

eco-friendly stance that plays well with

the capacity to navigate through the

(a growing labour force) and robust

security. Middle-class citizens simply

flows. Industrialists and manufactur-

young voters disenchanted with the

economic doldrums during this year’s

credit growth that sustained Brazil’s

pressing concern, averaging around

want more bang for their buck.

ers in the south and southeast of the

“power-hungry” PT.

electoral cycle. And second, irrespec-

consumption-led growth for the past

6–7% since President Dilma Rousseff

The stage is set for a presidential

tive of who wins in October, the post-

decade have all but come to an end.

took office in 2011. The Central Bank

showdown in October. Dilma will have

4

Persistent inflation is an even more
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This leaves Dilma particularly
vulnerable and will almost certainly
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Sustainability: a strategic agenda
which can’t be postponed
By Sonia Favaretto
Press and Sustainability Officer - BM&FBOVESPA

articles

vulnerable remains to be seen. Recent
approval ratings suggest she has
her work cut out: in the most recent
Datafolha poll only 41% of respondents gave her administration a positive
approval rating, down from 65% in
March 2013. Although current polls
predict a victory for Dilma in the event
of a run-off, the outcome is by no
means certain.
All the major presidential candidates recognise that Brazil desper-

I

like to say that organizations

The post-electoral
environment will
probably see a
return to sound
macroeconomic and
fiscal discipline,
regardless of who
is elected, and will
include substantial
increases in
investment

ately needs to find an alternative to its

can incorporate sustainability
into their day-to-day conduct
in three ways: “for love”, when
sustainability is championed by

leaders who are passionate about it
and convinced of its importance; “out
of fear”, when firms might suffer financial losses or damage to their image
or reputation because they fail to pay
sufficient attention to sustainability;
or “because it’s smart”, when they understand the competitive edge and the
capacity for innovation and leadership

now-defunct consumption-led growth

still committed to sound macroeco-

that a sustainability agenda will give

model. Risks are primarily short-term,

nomic and business-friendly policies,

them. One way or another, however, I’m

but continued foreign direct investment

a win for the Campos-Silva ticket

convinced that sustainability will be in-

and robust international currency re-

would probably see Campos adopt

corporated into strategy and therefore

serves should help the country weather

more populist policies and resort to

into day-to-day business conduct. It’s

any storms during the electoral

more direct forms of democracy (such

merely a matter of time.

cycle. The post-electoral environment

as referendums) given the relatively

will probably see a return to sound

small size of the PSB in Congress,

environmental standpoint, time is not

macroeconomic and fiscal discipline,

though an alliance with PSDB could

on our side. The Earth’s capacity to re-

regardless of who is elected, and will

mitigate that possibility. A win for Dil-

generate its natural resources has been

include substantial increases in invest-

ma – the most likely scenario – would

overtaken by human consumption.

ment (particularly in infrastructure,

probably result in the immediate

In 2009 we got to the point where we

logistics and energy) and a cosying up

replacement of her economic team as

were consuming 1.5 planets: in other

to pro-business groups to move foster

a clear shift towards pro-investment,

words it already took a year and a half

competitiveness and trade.

pro-business policies to foster growth

for the Earth to regenerate the renewa-

without having to go to Congress.

ble resources humanity used in a year.

A win for Aécio would almost certainly hasten structural reform and

But regardless of the outcome, the

Unfortunately, from the purely

environmentalists, it’s important to

In 2009 we got to
the point where we
were consuming 1.5
planets: in other
words it already
took a year and a
half for the Earth
to regenerate the
renewable resources
humanity used
in a year.

If we think of the Earth’s resources

belt-tightening, and quickly restore

gloom and doom based on Brazil’s

as a bank account, we’re now slipping

investor confidence and growth. While

recent performance is overblown.

further into overdraft.

6
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the increasing frequency of extreme
weather events have presented the
markets with huge challenges, which
in some cases even include the threat
of insolvency. The insurance industry,
for example, has practically had to
reinvent itself in response to disasters
of unprecedented intensity. Hurricane Katrina, in 2005, demonstrated
the urgency of these challenges. The
response to this harsh new reality
includes the Principles for Sustainable

For those who think this is an abstract question that mainly concerns

Volume 16

bear in mind that global warming and

Number 48

Insurance (PSI), launched in 2012
during Rio+20, the UN Conference on
7
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Exchanges are the hub of capital
markets, and as such they play a
crucial role in all these developments.
BM&FBOVESPA is well aware of its
responsibility and has a long track
record of promoting this discussion
both internally and with all the other
stakeholders in the capital markets.
In 2004 it was the first exchange in
the world to sign up to the UN Global
Compact. In 2009 it set up a Sustainability Department that reports
directly to the CEO, to structure these

instrument in this process. The ISE,

Investors have
clearly begun
to understand.
Allocations to
socially responsible
investment funds are
growing significantly.
In Europe, SRI funds
account for about
17% of the total. In
Brazil the proportion
is still less than 1%

Transparency is also a fundamen-

our corporate sustainability index,

tal item on the sustainability agenda.

was launched in 2005 as the world’s

As noted earlier, investors are in-

fourth index of its kind. Today it

creasingly aware of the significance

tracks the stocks of up to 40 compa-

of non-financial disclosure and look

nies with the best practices in busi-

for much more than just economic

ness management for sustainability.

or financial information when trading

These companies represent 47% of

on the exchange. To give an example,

all BM&FBOVESPA’s companies by

in 2010 BM&FBOVESPA became the

market value (as of November 2013).

second exchange in the world – and

The exchange now offers an ISE ETF

the first in the Americas – to pub-

as well as investment funds bench-

lish its annual report in accordance

marked to the ISE. Since March 2011

with GRI guidelines, the most widely

the ISE has consistently outperformed

accepted sustainability reporting

actions and drive the agenda forward

the Ibovespa, the exchange’s flagship

framework in the world today.

more vigorously. In 2010 it was the

stock index. The two indexes are not

first emerging-market exchange to be-

Investors have clearly begun to

Also to encourage maximum disclo-

investors are
increasingly aware
of the significance
of non-financial
disclosure and look
for much more than
just economic or
financial information
when trading on
the exchange

important sustainability is for

entirely comparable because of their

sure by listed companies, at Rio+20

BM&FBOVESPA and how we are

come a signatory to the UN’s Princi-

understand. Allocations to socially re-

different composition, but here too the

we launched another initiative called

addressing the challenges posed

ples for Responsible Investment (PRI).

sponsible investment funds are grow-

direction is clearly indicated.

“Report or Explain”, a partnership

by this new agenda. Our actions in

In 2012, during Rio+20, it was one of

ing significantly. In Europe, SRI funds

with GRI that urges companies to say

this field also include enhancing our

the founding signatories of Sustain-

account for about 17% of the total. In

cient Index (ICO2), launched in 2010.

where their sustainability or similar

own practices. In 2013, for example,

able Stock Exchanges (SSE), another

Brazil the proportion is still less than

The ICO2 tracks the stocks of IBrX-50

reports are to be found or explain

BM&FBOVESPA began offsetting its

UN initiative, in which it works with

1%. Are these numbers large or small?

companies that agree to participate in

why they have not yet published any.

irreducible greenhouse gas emissions,

other exchanges to move this agenda

I would say they’re less than what is

the initiative (the IBrX-50 is the index

The aim is to facilitate access to this

with retroactive effects to include

forward for the industry as a whole.

needed but nevertheless substantial,

comprising the 50 most liquid stocks

information by all stakeholders, but

2012 and 2011. And of course we

and symptomatic of a trend that’s

traded on the exchange). It is weight-

especially investors and analysts. In

continue to foster market choice by

growing at an ever faster pace.

ed by free float and a coefficient to re-

June 2013, about two-thirds of the

continually offering new opportunities

flect greenhouse gas emissions. This

companies listed on BM&FBOVESPA

to invest in sustainability. In summary,

All these commitments are grounded in our conviction that we’re moving
towards a world, both personal and

As part of its unremitting ef-

Another example is the Carbon Effi-

professional, in which organizations

forts to offer investors more choice,

index, which also has an ETF, sends

(66.29%) published sustainability

it’s crystal-clear to us that sustainabil-

will take social, environmental and

BM&FBOVESPA constantly endeav-

listed companies a clear message:

information or explained why not. This

ity is becoming not so much a com-

governance variables into account as

ours to promote this preference when

climate change is having an increas-

database is updated once a year. The

petitive advantage as a prerequisite

an integral part of the risks and op-

the time comes for portfolio alloca-

ingly significant impact on business

next update is due in June 2014.

for competing, and a strategic agenda

portunities they face.

tion. Our indexes are an important

activities and needs to be managed.
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Water as a
commodity
By Stela Goldenstein

W

ith recent rainfall

and interchangeable good (such as soy

well below average

or steel) belonging to a global market,

in Brazil, the rivers

with market-defined prices, which can

that feed hydroelec-

be transported to wherever it is needed

tric plants, cities,

and also traded on stock markets. In

industries and agriculture are at very

some circumstances and for some

low levels and the country finds itself

particular uses, water can indeed be

approaching winter, the driest sea-

viewed in that way. And yet there are

son, in a critical condition. With the

aspects of water supply, demand and

population concentrated in large cities

management which clearly differentiate

and with hydroelectric power such an

it from any commodity market.

important component in our energy

The first major distinction between

matrix, it is a worrying scenario.

water and the goods or products clas-

We can’t tell whether the low

sified as commodities is that although

of water in that part of the river, the

the logic was that
users should pay
for the right to use
water since it is a
scarce good with
an economic value,
and investments and
actions are needed to
ensure its availability
and quality

conditions for returning or not returning the water after using it, as well as
the negotiation processes between
users and the government.
As a public good with economic
value, the right to water as a primary necessity distinguishes it from
commodities and confers on it a
unique status. Its allocation is not a
free-market decision. Water can be,
and is, used for different purposes in
markets far from its place of origin,
which is also true for other commodi-

rainfall rates are the result of climate

water is a limited good, unevenly

and actions are needed to ensure its

ties. But in most cases it is necessary

change, exacerbated by human activ-

located, with economic value, it is

availability and quality. In Brazil it is

to conciliate its multiple uses, which

ity, or if we’re simply experiencing

difficult to set its price. We are able to

increasingly common for charges to

can be sequential or concomitant

an unusual weather variation. The

set a price for services for the treat-

be levied for the use of raw water as

– for example re-use of water from

causes for the crisis are many, but

ment and distribution of water but it

an input for industrial or agricultural

power plants, human consumption vs

the great pressure we exert every

very distant places. Contrary to popu-

costs. Moreover, in many regions of

is difficult to price the collection of

activity. This is distinct from the costs

irrigation, etc. Certain uses imply ir-

year on water resources has led to

lar belief the supply of water is not

Brazil companies which underestimat-

raw water by users.

of water sanitation services.

reconcilable conflicts, and criteria for

a situation of water stress which

limitless, despite having so far been

ed the risks of reduced water supply

Up to a few years ago the prices

Once everyone pays for the right to

prioritising the use of water are de-

experts have warned us about for

abundant in much of the country.

when choosing their locations have

associated with water were exclusively

use water, will it become a commodity?

fined by law. When supply is insuffi-

been obliged by the drought to reduce

those relating to services provided by

many years, and the situation has

In the face of escalating and unre-

The Basin Committees are ultimate-

cient to meet existing demand, public

been made worse by the recent lack

alistic levels of demand, investments

production. They will need to seek

sanitation companies. From the late

ly in charge of defining the price to

of rain. We have been using our

are concentrated primarily in trying to

technological solutions in order to be

1980s the laws of São Paulo state,

be paid for the use of this good. And

water resources right up to the avail-

maintain and expand raw (untreated)

able to increase the water output from

and then those of Brazil as a whole,

yet, to ensure coherence between the

is that its production and collection

able limit, and bringing in water from

water collection. But some compa-

those reservoirs.

began to take into account the need

reality of markets and public policies,

are dependent both on weather condi-

increasingly remote locations for our

nies have been forced to gradually

to pay for the right to collect and use

those prices are validated by users,

tions and the protection of vast areas

water-intensive uses. Brazil is actu-

phase out water collection sites that

in Brazil is full of specific aspects not

this public good. The logic was that

civil society and government. It is not

of forests. “Water does not grow on

ally close to becoming a net importer

they had used for years, and to begin

fully understood by some stakehold-

users should pay for the right to use

a matter defined only by the market,

trees, but without trees there is no

of water despite the environmental

bringing in water from other, more

ers. Many attempt to define water as a

water since it is a scarce good with

and pricing will depend on aspects

water,” it has been said. There is an

consequences of bringing water from

distant sites, thereby increasing their

commodity, which is to say a tangible

an economic value, and investments

such as intended use, the availability

ongoing discussion on the economic

10
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supply will always be prioritised.
Another factor that sets water apart
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EDUCATION IN BRAZIL:
OPPORTUNITIES AND GROWTH
By Flávia Coelho Warde
AbrilPar Participações

value of forests (land, trees, and
the production of water in the collection areas. How can we include this
externality – the creation and maintenance of forests – in the calculation
of the price of water? The payment of
compensation to landowners for the
protection they can provide to forests
is still in its early stages.
Historically we have disregarded
the intrinsic value of forests as sources of water, and have not included
them in the financial equations of
water users, making it difficult to
finance their protection. Even the
funds collected from the fees for water use are still insufficiently used for
the acquisition and protection of for-

Even the funds
collected from
the fees for water
use are still
insufficiently used
for the acquisition
and protection of
forests that may
ensure water supply
in the future. In
the field of water
supply management
there is still much
to be done, but the
opportunities for
private investment
are not yet clear

articles

articles

biodiversity) as a vital element for

ests that may ensure water supply in
the future. In the field of water supply
management there is still much to

users of it. This implies that some

be done, but the opportunities for

of the water produced in that loca-

private investment are not yet clear.

tion, called ecological flow, cannot be

priests these entities functioned au-

introduce public schools as a means

to price. Furthermore, it is the very

I

tonomously, while receiving sporadic

of consolidating certain ideas in its

ties, the water “available” in a given

presence of water in that area which

were founded by priests and then or-

economic incentives from the govern-

South American colony.

location cannot simply be carried for

maintains the forests, which in turn

ganized in Catholic orders such as the

ment. Non-religious private education

use elsewhere – because the ecosys-

ensures water productivity. Water,

Companhia de Jesus and the Ordem

began to emerge in the middle of the

moved to Rio de Janeiro at the begin-

tems of the basin where the water was

in conclusion, is a truly strange and

Franciscana, located mostly in Rio de

eighteenth century with the decline of

ning of the 18th century, King João VI

originally found are themselves major

atypical commodity.

Janeiro and in the south of Bahia, the

the influence of the Catholic orders

opened several military academies

There is another issue which makes

exported somewhere else and cannot

it difficult to understand water as

have its physicochemical condition

merely another commodity. Unlike soy,

modified, thus making it very difficult

ores, electricity and other commodi-

12

t is perhaps appropriate to begin

state in the northeast of the country

in the wake of the European Enlight-

talking about the Brazilian educa-

where the Portuguese first arrived.

enment, while at the same time the

tion system by looking briefly at

Although they had been founded by

Portuguese government was keen to

its history.

The first Brazilian private schools
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offspring of the richest European
families. Nevertheless, it was clear
that education in Brazil still wasn’t
taken as seriously as it was, for example, in Peru and Mexico, where the
first universities had been founded as
early as 1551.
In 1834, as an amendment to
Brazil’s constitution, there was an
important reform which made the
basic stages of education (nowadays
divided into three levels: pre-school,
primary and intermediate) the responsibility of professors employed by
the municipalities, while the federal
government was responsible for the
universities. Today, in accordance with
the Brazilian federal constitution of
1988, articles 205-214, education up
to intermediate level continues to be

Looking at pre-school, primary and

Brazilian pupils’
average PISA score
in mathematics is
about 390, compared
with the global
average of 494. It is
worth noting that
the PISA test results
are much better in
the southeast and
south of Brazil than
elsewhere – but also
that PISA scores have
shown something
of an improvement
in the northeast
since the emergence
of private-sector
education there.

worth noting that the PISA test results

growth. A business with low capital

intermediate education as a whole,

are much better in the southeast and

expenditures and high margins, the

though, in 2012 there were 192,676

south of Brazil than elsewhere – but

sector has been attracting a lot of

schools in Brazil with 50,545,050

also that PISA scores have shown

foreign and national investors, as can

pupils, 42,222,831 (83.5%) of whom

something of an improvement in the

be seen from the BMF Bovespa (São

were in public schools and 8,322,219

northeast since the emergence of

Paulo stock exchange) statistics.

(16.5%) in private. According to

private-sector education there.

Ministry of Education figures there

In recent years the private univer-

Although the government is invest-

sities have started to benefit from

was a decrease of 1.9% in enrolments

ing 5.5% of GDP in education, the

the implementation of the Fundo de

in public schools in relation to 2011,

poor quality of the public schools and

Financiamento Estudantil (FIES), a

one of the main reasons being the

the low pay received by teachers, who

federal-government scheme which

increase in family incomes over the

generally lack adequate training, has

makes financial loans to students.

last ten years which has allowed more

opened a space for the private sector

According to the Ministry of Educa-

parents more able to pay for higher-

to operate, mainly through the sale of

tion the prospects for growth in the

quality schooling for their children.

teaching materials – generally very di-

university sector are very good, given

The total number of pupils in private

dactic in style – to public schools and

that currently only 20% of Brazilians

schools rose by 5.1% between 2011

also to private or franchise schools,

of university age are enrolled in higher

and 2012, which continued the trend

the latter often chosen by investors as

education. It is certainly worthwhile,

from previous years.

a means of testing the water in the

therefore, to gain an understanding of

Brazilian market.

the investment opportunities that ex-

Another reason for the increase in
private investment in basic education

With Brazil’s universities, mean-

ist in the Brazilian education system,

the responsibility of the municipalities

in Brazil is that, historically, the public

while, it’s a different picture, because

either at the basic or university level.

and states, which are allocated funds

system has had poorly qualified teach-

the public federal universities have a

It is an area which potentially offers

by the federal and state governments.

ers and low-quality learning systems.

much better reputation than the pub-

excellent financial returns – as well as

the three levels of government (federal,

The PISA (Programme for Internation-

lic schools. Nevertheless, more than

making a significant contribution to a

state and municipal).

al Student Assessment) tests, which

two-thirds of university students are

better future for young Brazilians.

gauge the mathematics, reading and

enrolled in private institutions: there

In fact, paragraph 2 of Article 211
of the federal constitution makes it the
duty of the municipalities to provide

As a consequence, in 2012 – to

pre-school and primary education,

take one year as an example – 46% of

science abilities of pupils in more

are 5 million such students, compared

while paragraph 3 determines that

Brazilian schoolchildren in the public

than 65 countries, show that Brazil

with 1.7 million in public universities.

the states shall provide primary and

system were at municipal schools,

has enormous room for improvement.

intermediate education. This largely ex-

37% at state schools and 0.5% at fed-

Brazilian pupils’ average PISA score in

of students are at private universi-

plains how public investment was and

eral schools, showing how the historic

mathematics is about 390, compared

ties – and the market for education

is still allocated for basic education at

division has persisted.

with the global average of 494. It is

companies is experiencing significant

14
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The Sole Representative
Visa in the UK
By Anivaldo Esquelino and Herman Santiago

W

orking in the United

have employees in the UK prior to

up to 18 years old), all of whom will

with); and also the representa-

Kingdom as a for-

the establishment of a branch or

receive dependents’ visas valid for the

tive’s recent pay slips (at least the

eigner continues to

subsidiary by the representative

same duration as the sole representa-

last three months)

proof of funds to maintain the

tive visa. The right to work will be

employee in the UK

extended to the spouse/partner, who

evidence granting active powers

will be able to do any job.

present challenges,

•

both for foreign

companies and for the individuals they

•

want to recruit. A foreign company

to the representative

•

ment) proving that the recipient
has been paid their salary
•

Renewal

can open a branch or subsidiary in the
The application process

UK but this might not always be eco-

At the end of the initial three years,

a bank statement (or other docu-

an annual summary of tax payments (P60)

•

a declaration by the parent com-

nomically advantageous and does not

The sole representative visa must

if the company intends to continue its

pany that it intends to keep the

give that company the automatic right

be applied for at the British consulate

activities in the UK and to retain the

representative employed as its

either to bring over foreign staff to

in the country where the applicant is

same representative, it must request a

sole representative in the UK

work for them in the UK or to recruit

resident or the country of which they

visa extension for them.

foreign staff in the UK. A popular op-

are a national. The country where

tion for foreign companies, therefore,

the parent company is based is not a

process the request for an extension

the duration of the initial visa and

is the sole representative visa, which

relevant factor.

of the sole representative visa is pro-

will continue to do so if the visa is

Once the visa has been approved

cessed within the UK. In accordance

renewed

can help them expand into the UK and

•

evidence that the candidate holds

After a sole representative visa

•

In contrast to the initial application

evidence that the representative
has worked full-time throughout

also utilises most of the documenta-

a senior position and is fully in-

has been granted, certain conditions

the representative will be permitted

with immigration rules, the following

tion already being prepared for the

formed regarding the company’s

must be met in order to ensure it

to remain in the UK for three years,

must be provided:

tive has the financial means

purpose of expansion.

activities

remains valid:

with the right to a two-year exten-

•

evidence that the foreign company

to pay all living costs without

certification proving that the can-

•

the individual granted the visa

sion. At the end of those five years

still has its headquarters outside

recourse to public funds.

The British government has cre-

•

•

a statement that the representa-

ated various categories of work visa

didate has A1-level knowledge of

is not permitted to perform any

the applicant may request indefinite/

the UK and that it is still fully op-

in order to regulate the entrance of

the English language

other work in the UK which is not

permanent leave to remain. It is worth

erational. The branch or subsidi-

The successful extension of the

a business plan for setting up a

stated as part of their employ-

mentioning that the requirements in

ary opened in the UK must pro-

representative’s visa will also allow for

sole representative visa allows a com-

branch or subsidiary in the UK,

ment contract

order to receive the two-year exten-

vide evidence of its registration

their dependents’ visas to be extended.

pany (large, medium-sized or small)

describing in detail a strategy that

the sole representative must not

sion and to be granted indefinite

and incorporation; evidence that

which lacks a presence in the UK to

will enable the business to develop

be a major shareholder in the

leave to remain are different, and that

it has generated business (cop-

the representative must not be a

foreign company

therefore the representative should

ies of invoices, service contracts

the activities of the foreign com-

be aware of these conditions if they

and/or buying and selling, bank

foreigner who has resided in the Unit-

pany must not terminate

intend to remain in the UK.

statements, accounting docu-

ed Kingdom for the previous five years

ments, tax-payment receipts, and

has the right to apply for permanent

foreign workers into the country. The

send a person to represent it there.

•

•

The main requirements for this
visa are:
•

major shareholder in the company
•

evidence of a contract of employment between the candidate and
the company
16

•

proof of funds with which to maintain the representative in the UK

•

•

•

evidence granting active powers
to the representative

•

the UK business must be regis-

The representative is permitted to

After 5 Years
The Immigration Act states that a

tered as a branch or subsidiary

bring family members (husband/wife,

statements from persons and/or

residence. After five years, therefore,

the foreign company must not

same-sex partner, and/or children

industries it has done business

the sole representative will have the
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By Sergio C. Trindade
Independent Consultant
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This would be a separate application
process and the responsibility of the
representative, not the company.
For the British government to grant
permanent residence the applicant
must prove they have been residing
in the UK for the previous five years
and that they have been working for
the same company since they were
granted their sole representative visa.
The applicant must also be able to
demonstrate that the company is –
and has been – operational, and that
they have attained a higher level of

For the British
government to grant
permanent residence
the applicant must
prove they have been
residing in the UK
for the previous five
years and that they
have been working
for the same company
since they were
granted their sole
representative visa

B

razilians are a resourceful and creative
people who exude joie
de vivre. They excel in
many areas – includ-

ing football of course. But they live
in a very unequal society. The welfare
programmes that started under President Cardoso and expanded under
the subsequent administrations were
a positive step forward; together with
easier credit they led to increased
consumption, a measure of social
inclusion and upward mobility. But
in the absence of strong policies on

English than when they applied for the

education, training, healthcare, pro-

sole representative visa (by presenting

ductivity, security and public transpor-

certificates from two English-language
examinations taken in the UK). Anyone

recourse to state benefits.
In conclusion, companies should

articles

right to request permanent residence.

tation, higher disposable income can

males – and, more recently, females

physical and otherwise, on and off the

be eroded by inflation. More needs to

too – tend to start kicking a ball as

pitch, between individuals and between
organized groups.

who acquires permanent residency

be mindful of the constant changes

be done if the population is really to

soon as they learn to walk. It’s almost

in the UK is no longer subject to the

to the rules regarding work visas for

achieve a higher standard of living.

as if the game is embedded in their

country’s immigration rules.

foreigners in the UK. Indeed, when it

Brazilians, in general, are not very

genes. It is reflected in their social

de Football Association) is football’s

comes to the review and application

fond of reading. Television networks,

interactions and behaviour. Some say

international governing body. The first

that companies that want to settle in

process, it is highly recommended to

especially the powerful TV Globo,

football is a religion in Brazil – and it

FIFA World Cup was played in 1930,

the UK can send someone they trust

seek professional assistance.

disseminate information and shape

certainly also plays a role in politics

by which time football was already

or even one of their employees or

values and cultural norms through

and in the economy.

an Olympic sport. Brazil is the only

shareholders, provided that person is

their soap operas. The Internet-driven

not a majority shareholder, to manage

social networks have become a key

are part of organized supporters’

the 19 World Cups held so far. It has

the company’s expansion. Also, there

means of communication and crowd

groups. Besides soap operas, football

won the competition five times and

is no minimum salary that must be

mobilization. Brazil has the world’s

in Brazil is often a dominant subject of

been runner-up twice. The country has

paid to the person coming as a rep-

third largest Facebook community.

conversation, often via social networks

hosted the World Cup once before, in

on the Internet. These interactions, on

1950, when Brazil agonisingly lost the

occasion, can lead to confrontations,

final game to Uruguay (and, inciden-

The great advantage of this visa is

resentative; it is sufficient simply to
ensure that they will not need to have
18

Football, Brazil’s favourite sport, is
almost a national addiction. Brazilian
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tally, England suffered a shocking

some small-scale riots have broken

mitment by the authorities in their

domestic and international suppliers

defeat to the United States).

out this year, which seems not to be a

preparations for this year’s competi-

of goods and high value-added, in-

good omen for the World Cup.

tion. There have been severe delays

novative services.

The June 2013 riots in Brazil
surprised the government, congress,

A senior member of the Brazil

in getting the infrastructure ready,

However, the real business of the

the political parties and the trade

team’s technical committee, Carlos

even though seven years have gone by

2014 World Cup in Brazil should be

unions. It appeared to be a spontane-

Alberto Parreira, who was head coach

since Brazil was chosen by FIFA to be

to provide long-term sustainable de-

ous expression of discontent with the

when the team won the World Cup

host nation. Parreira takes the view

velopment opportunities to the affect-

overall direction of the country and

in 1994, has publicly deplored what

that Brazil has missed a splendid op-

ed communities, going far beyond the

started as a protest against the qual-

he sees as a lack of serious com-

portunity to demonstrate to the world

short duration of the football tour-

ity of public services. Governmental

that it is mature and ready to play a

nament itself. This can be achieved

priorities were fiercely criticised. The

more significant and responsible role

by conceiving of the stadiums and

on the world stage.

surrounding infrastructure as sustain-

protesters complained of inflation,
excessive costs and corruption associated with the World Cup preparations, and of insufficient funding for
the real and immediate public needs
in public transportation, healthcare
and education.
The protests broke out while Brazil
was hosting the Confederations Cup,
a pre-World Cup tournament that
brings together the champions of the
six regions of the world along with the
host nation. The home team won the
tournament but the protests did have

There have been
severe delays
in getting the
infrastructure ready,
even though seven
years have gone by
since Brazil was
chosen by FIFA to be
host nation. Parreira
takes the view that
Brazil has missed a
splendid opportunity
to demonstrate
to the world that
it is mature and
ready to play a more
significant and
responsible role on
the world stage.

The 2014 World Cup’s official budg-

able “World Cup Villages” rather than

Public grievances
would be answered
by making the World
Cup stadiums hubs
for commerce and
cultural activities,
healthcare and
education, supported
by adequate
transportation and
other infrastructure

et is R$26 billion (US$ 10.5 billion),

merely as the venues for occasional

which covers urban mobility; the build-

football matches post-2014. Such

ing/upgrading of 12 stadiums, and

an approach would convert the cur-

mittees, established to give a voice to

additional infrastructure projects in

rent challenges into opportunities

the local communities affected.

the areas surrounding them; airports

for sustainable development. Public

and ports; telecommunications; public

grievances would be answered by

the business of the 2014 World Cup

safety; tourism; and temporary facili-

making the World Cup stadiums hubs

in Brazil worthwhile. It could encour-

ties. The actual expenditure, however,

for commerce and cultural activities,

age other Brazilian communities

is likely to be higher due to delays,

healthcare and education, supported

affected by significant public works to

cost overruns, inflation and possibly

by adequate transportation and

get organized. It would promote par-

corruption. Some 99.4% of the cost

other infrastructure.

ticipatory decision-making processes

will be covered directly by govern-

To ensure sustainability, dialogues

This overall approach would make

in which the stakeholders’ consensus

ment funds or financing from state

could be conducted between stake-

on priorities would be acted upon.

banks such as BNDES: private funds

holders at each site, so as to decide

Moreover, it would also be emblematic

will cover only 0.6%. This short-term,

on priorities, help define the focus and

of a veritable new Brazil.

massive construction programme has

configuration of the proposed World

provided lots of business opportuni-

Cup Villages, and attract private and

ties and employment for skilled and

public investment. One possible way to

wanton violence. The grievances which

unskilled workers, engineering design

begin this process would be to engage

lay behind the protests still exist, and

and contractor companies, as well as

the existing World Cup Popular Com-

an impact on the games. Unfortunately, the spontaneity of the demonstrations, convened via social networks,
allowed penetration by troublemakers,
including masked “black bloc” groups,
which regrettably led to episodes of

20
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The recent discovery of pre-salt oil

Ambassador Alex Ellis

has many excellent universities, spread

stantial investment from the UK. The

the British embassy in Brazil?

all over the country. Under the pro-

We have a very broad agenda for

A

lex Ellis has been Brit-

Brazil is on a different scale to any

gramme 6,000 students have gone

investor in Brazil, according to the

2014 -15. Our GREAT Britain cam-

to the UK, with another big batch to

Brazilian Central Bank.

paign continues, showing British

arrive this semester.

strengths across many sectors to

We also continue to work in the

ropean economic crisis the British

audiences overseas. This year we will

Chevening Programme, the Brit-

government decided to put greater

focus on key priority areas in Brazil

ish government’s global scholarship

emphasis on its commercial relation-

such as infrastructure and energy.

programme, funded by the Foreign

ships with the BRIC countries. In

Overlapping with those we will have a

and Commonwealth Office and partner

practical terms what actions are be-

series of business events happening

organisations. In his recent visit to

ing taken to implement this strategy?

before and during the World Cup, to

Brazil, our foreign secretary William

capitalise on the interest raised by

Hague launched a partnership to

Brazil, expanding our diplomatic and

such a major event, and we will add

bring the private sector closer to both

commercial network to provide more

an element of Olympic legacy to the

programmes. We have over 1,500 dis-

We have invested more resources in

British ambassador to Brazil

surprised either; the United Kingdom

tives are currently being pursued by

In the aftermath of the Eu-

by Ieda Gomes

What programmes and initia-

participate in the programme. I’m not

reserves has already attracted subUK is the fourth-largest foreign

the Brazil Business Brief

among the aspirant working class.

Paulo in the late 19th century. The

services to more British companies.

various missions, seminars and road-

tinguished Chevening alumni. And it’s

ish ambassador to

other country I have lived in. The fifth-

British left their mark, whether com-

For example we opened a consulate

shows. Finally, attracting Brazilian in-

worth remembering that the educa-

Brazil since July 2013.

largest country in the world, with the

mercially or in terms of football.

general in the city of Recife to take

vestors to the UK is also an important

tional links between the countries have

Previously he worked as

fifth-largest population, with such a

advantage of the rapid growth of the

part of our strategy, and one which is

been developed over decades. One of

already delivering exciting results.

the first Brazilians to study in the UK

From a relatively modest

director of strategy at the

huge diversity of people and climate,

position 10 years ago, Britain has

Brazilian northeast region. And we’ve

Foreign and Commonwealth Office, and

makes my job as ambassador both a

become one of the biggest foreign

created a Strategic Partnership team,

in Brussels as an adviser to the presi-

huge challenge and huge opportunity.

investors in Brazil. Do you still see

to work more closely with the biggest

est on the part of UK institutions in

dent of the European Commission on

I can recognise some aspects of the

appetite for further investment? And

British companies in the market.

developing educational partnerships

Britain’s competitive advantages for

energy, climate change, competition,

heritage of Portugal, the other coun-

if so, in which areas?

in Brazil. What’s happening in that

gaining new business in Brazil?

development, trade and strategy. His

try to which I have been ambassador,

first overseas posting was to Portugal,

most obviously in the language and

growth programmes to equip the

sify beyond the traditional markets of

where he later returned as ambassador

the people. But there is something

country with the infrastructure needed

the Europe and the US, although those

programme Science without Borders is

of interest to Brazil. For example we

(2007-10). Before entering the FCO he

from everywhere in Brazil, including

to support its growing economy –

remain important. Brazil is one of

an enormous success, and I’m delight-

delivered a very successful Olympic

was a history teacher.

the United Kingdom. My great-grand-

areas such as healthcare, education,

several countries which are forecast to

ed that the UK is currently the second

Games, the greenest ever, which is of

father was born in Rio and his father

energy and transport infrastructure

increase imports rapidly up to 2018,

most popular destination for Brazilian

great interest to the Brazilian authori-

had a large company in Rio and Sao

definitely offer opportunities for

in part because of wealth generation

students out of the 36 countries which

ties. British companies are supplying

How does Brazil differ from
the countries you’d served in before?
22

Yes. The Brazilian government has

This is part of a global effort by the
UK to increase our exports and diver-
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area at the moment?
The Brazilian government’s flagship
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was Vinicius de Moraes.
Overall, what do you see as

Britain has wide expertise and
leading technologies in several areas
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seats for stadia, helping design the

interview

Olympic village, and sharing solutions
with the Rio 2016 Olympics. Another
recent example is the Brazilian mission we took to the Ecobuild and
World Water Tech summits in London,
as we identified the opportunity to
work together in sustainable construction and water technologies.
Where do you see the main
opportunities for Brazilian investors
in the UK?

is working with the British Chambers

We believe the UK
can be a global
platform for
Brazilian business
to gain more
market access,
as a springboard to
EMEA [Europe, Middle
East and Africa]
and the USA

of Commerce network globally to help
them give further support to UK companies looking to export to overseas
markets. As this initiative continues,
it would be good to see the Brazilian
Chamber in London and the British
Chamber in Brazil working together to
strengthen bilateral business relations
between our countries.
Can you tell us about any
British trade missions heading for
Brazil this year?

For Brazilian investors looking into
the UK, the priority sectors we’d sug-

In the financial year that’s now

gest are ICT, financial and professional

business plan, to enable them to suc-

coming to an end we’ve organised

services, energy and infrastructure,

ceed in the operational phase. We also

more than 40 trade missions to Bra-

advanced engineering, food and drinks,

maintain contact with the company

zil, in all sectors. Next year we expect

Be part of the
UK-Brazilian
business
community

and life sciences. We believe the UK

after they start their operations, to

to organise just as many, again across

The Brazilian Chamber of Commerce has been actively promoting trade and

can be a global platform for Brazilian

ensure they’re taking full advantage of

every major industry sector. We will

business between the United Kingdom and Brazil for over 70 years.

business to gain more market access,

the UK market and the global busi-

also be working with British compa-

Joining the Chamber will guarantee you excellent opportunities to meet

as a springboard to EMEA [Europe,

ness connections.

nies during the World Cup so they can

and network with members of the UK-Brazilian business community.

Middle East and Africa] and the USA.
What kind of support and

How do you think we could

take advantage of events and activities

leverage the cooperation between the

which we are planning around Brazil.

advice is the British embassy provid-

British embassy and the Chamber

Some of our major missions next

ing to Brazilian companies willing to

of Commerce to promote business

year will include oil & gas missions;

invest in the UK?

relations?

one mission to Hospitalar, the largest

We provide information about how

The Brazilian Chamber of Com-

healthcare fair in Latin America; and

to set up a new company in the UK

merce and the British embassy and

also groups coming to mass-trans-

(tax, labour, regulations), free mar-

consulates in Brazil have worked

port-infrastructure events.

ket studies with information on site

closely together on a number of

location and operational costs, and

successful events over recent years.

we also introduce the companies to

We should continue to deepen that

regions that would appeal to their

cooperation. At the same time, UKTI

24

The Chamber organises or co-organises about 20 events annually and also
provides information about other Brazil-related business events in the UK.
To find out more, see www.brazilianchamber.org.uk.

april 2014

news from our members

news from
our members
A new internet
domain for London

dates for your diary

dates for
your diary
13th may

Gala Dinner and Personality of the Year Awards
London Hilton on Park Lane, 7pm

28 may

Seminar: Economic Prospects and
Career Opportunities in Brazil
King’s Brazil Institute, 6pm

3rd july

Summer Networking Event
Dartmouth House, 6pm

2nd	September

Reception at the House of Commons
House of Commons, 6.30pm

news from our members

th

F

rom 29th April this year,
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Londoners will have the
chance to be among the
first in the world to have
their own city domain

name. Dot London, the city’s new
internet domain, will be operated by

For more information please visit our events page at
brazilianchamber.org.uk/events

London & Partners with the support of
the Mayor of London.
For Brazilian businesses already
operating in London or wishing to establish themselves there, Dot London
offers the opportunity to associate
themselves more closely with the city
and to indicate to their customers and
clients where they are based.
Anybody with an interest in London
can acquire the new domain name,
but for the first three months priority
will be given to applications from businesses which are actually based in
the city. Applications will be validated
to ensure businesses get priority for
their business or trademark names.
To ensure that you take full advantage
of this opportunity, please visit our
website www.mydotlondon.com.
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Events round-up
The Brazilian Chamber organises around 20 events per year on a variety of subjects,
always aiming to raise the profile of Brazil and to promote networking opportunities.
On our past events page you can download presentations, see pictures and leave comments.

sponsors and partners of the
events featured in this issue:

Doing business in
Brazil: 2014 outlook
Speakers at the British anti-bribery legislation event

25th March 2014

A discussion of the Brazilian and
British anti-bribery legislation

O

the Brazilian Chamber of Commerce
and the Law Society of England and
Wales, the panellists discussed the
political and economic climate for UK
companies operating in Brazil and of-

21st January 2014
rganised by the Brazil-

At this event organised jointly by

fered advice for UK law firms and their
The speakers were Vitoria Nabas

clients developing their business in

ian Chamber in part-

of Nabas Legal International Lawyers,

nership with Lex Anglo-

Jorge Rivera of Deloitte, Daniel Varga

Brasil and Deloitte LLP,

of Nabas Legal International Lawyers,

Nabas from Nabas Legal Interna-

this event compared

Frederico Singarajah of 1 Gray’s Inn

tional Lawyers (chair); Jaime Gornsz-

anti-bribery legislation in Brazil and

Square Barristers’ Chambers, and

tejn of BNDES; Oliver Engelsdorf of

the UK, and discussed the main provi-

Catherine Arnold from Deloitte (pic-

Santander; and Colin Johnson from

sions introduced further to the OECD

tured above, left to right).

Grant Thornton.

the Brazilian market.
The panel was composed of Vitoria

recommendations. Following recommendations from the Financial Action
Task Force – an intergovernmental body
responsible for promoting the imple-

Brazil – Adjusting the Economy Presentation

Brazil – Adjusting
the Economy: Pedal
to the Metal
27th March 2014

mentation of anti-money laundering
measures – Brazil has enacted Law No.

Roberto Padovani, chief economist

12,683/12, laying down new provisions

at Votorantim Corretora, gave an over-

in combating money laundering and

view of the current Brazilian economic

addressing several issues not covered

situation and how, in his opinion, the
government should adjust its policies

under the previous legislation.
Oliver Engelsdorf of Santander, Vitoria Nabas of Nabas Legal International
Lawyers, Jaime Gornsztejn of BNDES and Colin Johnson from Grant Thornton
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in order to boost growth.
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For more information please visit www.brazilianchamber.org.uk/pastevents
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