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Trade disputes are like the war dances of hostile tribes: they reveal more about the warriors than they do about the issues that bring them to the battlefield. The tensions in the Brazil-Canada relationship reveal on one side an excitable country of the South susceptible to the slightest insult, and on the other a country of the North methodically following well-established rules and traditions. They also reveal a relationship that is so narrowly based that relatively small amounts of disputed trade — measured against the volume of trade in the global economy — can poison the attitudes each country holds about the other. The fact that Brazil and Canada know little about each other further complicates the task of developing an enduring relationship.
The more serious of the disputes currently poisoning relations concerns Brazil’s refusal to comply with international trade rulings against its aircraft subsidies. At stake here is not only the vigorous competition for aircraft sales between Embraer and Bombardier, but also the integrity of the world trade rules to which both Brazil and Canada subscribe. There is no solution here other than a settlement compatible with these rules. 
The second issue, Canada’s temporary ban on Brazilian beef products, was an unfortunate episode that further soured the relationship. Notwithstanding all the bluff and bluster and the comical depictions in Brazilian streets of Canadian symbols, like the Mounted Police, Brazilian authorities extended the fullest cooperation to the Canadian, Mexican, and U.S. inspectors, which persuaded them to lift the ban. The recent tragic outbreak of hoof and mouth disease in Europe and the import bans on European meat products imposed by Canada, Brazil and many other countries, demonstrate the need for the highest prudence in the safeguarding of plant, animal and human life. 

At one level, the subsidies and beef disputes are about the interplay between national interests and international trade rules and procedures, whose outcomes can affect the economic and political interests of the disputants. Looking deeper, the disputes show two countries in transition under the pressures of a rapidly shrinking and globalizing world. 

Brazil is a country which has usually punched below its weight internationally. Although it is blessed with abundant natural resources, a huge territory, and a rapidly growing population, Brazil’s political and economic structures have weakened its development.   Encased within its borders and self confident in its own splendid language and culture, the outside world has often seemed of little concern to Brazilians. Brazil ought to be the dominant power in South America but it has tended to look at its neighbours in the hemisphere and in the wider world with a wary if not disinterested eye. 

The 21st century will prove to be an impatient mistress with such attitudes. The globalization of economies is expanding the economic space for individuals and contracting the political space for governments. The luxury of closing national eyes and ears to the wider world, which Brazil has enjoyed since the first days of European settlement, is no longer viable. The choices that Brazil will need to make to find its place in the global political economy will prove every bit as wrenching as its economic reform strategy. 

Ten years ago, President Collor de Mello declared that Brazil would prefer last place in the first world than first place in the third world. To that end, Brazil embarked on a course to break out of recurring boom and bust cycles of growth. Defeating endemic inflation, deregulating, privatizing, opening the economy to foreign trade and investment, joining a common market with ancient rivals have been just part of the massive reforms designed to modernize Brazil. President Cardoso inherited this programme and has deepened and accelerated it.  

The challenges for Canada in this new century are no less daunting. Historically, Canadians have suffered from an identity crisis. Too small in population and too dependent on international trade for their livelihoods to hide behind their borders, Canadians have had to decide who they are and what kind of nation they should build on a continent dominated by the most powerful country in the world. In attempting to define a protective identity against the United States, Canadians have sought to be an Atlantic nation, a Pacific nation, even an Arctic nation, anything but a nation of the Americas. 

Canadians are growing out of this identity crisis. Not long before Brazil set about its own reforms, Canada shed its old model of economic development of exporting raw materials and protecting industry from imports. By entering the North American Free Trade Agreement, and by seeking free trade agreements with every willing partner, Canada has embraced the global economy. By entering the Organization of American States, and in a few weeks time hosting the third summit of the Americas in Quebec City, Canada has strengthened its identity as a nation of the Americas. 

Canada faces a steep learning curve to play this role. A decade ago, the Canadian view of the Hemisphere ended at the Rio Grande. Until the 1980's, Brazil, like the rest of Latin America, seemed like a poor choice for a new friend. Military governments, yo-yo economic policies and performance, grinding poverty, and dubious human rights records were convincing reasons to not compete with the Americans for gringo status in Latin America. Canada changed as Brazil and the rest of the region changed. The birth of democratic regimes and economic reform created the opportunity for viable partnerships where none exited before. But there is a lot of catching up to be done, and Brazil ought to head the list for Canada. 

Diplomats are genetically programmed to minimize problems in relationships and emphasize the positive. Normally this is a sound practice, but in this case, it would be the wrong thing to do. The place to start in placing the Brazil-Canada relationship on a sounder footing is with the toughest issue, subsidies. Given the testosterone expended by Brazilian and Canadian politicians on this issue, it would make sense to mandate independent research institutes in the two countries to propose a solution.  

The Brazilian case on aircraft subsidies is not without merit. Brazil believes that the trade rules are unfair to countries that have to pay a risk premium. The right answer is to renegotiate the rules, not ignore them. Still less should Brazil be threatening, as foreign minister Celso Lafer reportedly did a few weeks ago, to damage Canadian investors in Brazil if Canada insists on its rights. Such a message is from the old Brazil, not the new Brazil that seeks to enter the global economy.  

The Canadian case is stronger; the importance of the integrity of trade rules to Canada at this point surpasses the importance of the commercial interests of the Canadian company Bombardier. It cannot be abandoned. The heart of the problem, risk premiums which developing counties must pay on borrowed money, is a systemic issue which requires a solution, valid for all industries – not just aircraft.  As two of the most important countries in the Americas and the WTO, Canada and Brazil could point the way forward, both in the current negotiations for the Free Trade Agreement of the Americas, and in the next round of multilateral trade negotiations.  

As for boycotting a Canadian mining event, that part of the war dance is just plain silly. 

