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Pandia_ Agenda

*The challenge of investing in defense

°To understand Brazil, take the long view: This crisis
will end; Institutions will be more solid and effective

‘Defense in the Brazilian Society & economy

*The role of Defense in Innovation



Pandia_  Figures and trends

Armed Conflict by Region, 1946-2013
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Peaceful countries, ‘
violent societies

Pandia

Figure 1 The distribution of the global burden of lethal violence

LEGEND:
m Direct conflict deaths (70,000; 14%)
m Intentional homicide (377,000; 74%)

m Unintentional homicide (§2,000; 8%)

m Legalintervention killings (19,000; %)

Source: Geneva Declaration Secretariat (2014) http://www.genevadeclaration.org/en/measurability/global-burden-of-armed-
violence/gbav-2015/executive-summary.html (Access Aug 05, 2015)
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Pandja_ Riscky places...

Afghanistan
Pakistan

LY — @ Verisk Maplecroft
2= Maplecroft

Source: Verisk Maplecroft’s Political Risk Atlas, December 2014. Available at http://maplecroft.com/portfolio/new-
analysis/2014/12/10/volatile-elections-instability-and-rising-viole nce-leave-investors-facing-turbule nt-2015-
emerging-markets-verisk-maplecroft-political-risk-atlas/
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This crisis will end;
Institutions will be more solid
and effective




Pandja_ The need to improve...
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I Going the wrong way
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The need to improve...

Country Comparisons
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Source: Heritage 2015 Index of Economic Freedom
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IDaI1cha'Talke the long view...

Inflagcdo - média mensal no ano - Evolugao

e [nflagiio Brasil - média mensal - IPC/Fipe
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I:,ancj‘a’Take the long view...

CRISE NA INDUSTRIA
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Pandia_ Take the long view...

Evolucao da Divida Publica

Divida Bruta do Governo Geral Divida Liquida do Setor Publico
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Net Public Debt
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GENERAL GOVERNMENT NET DEBT' - 2014
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Pandia_ Take the long view...

Indicadores de solidez financeira

(Provisoes -Inadimpléncia) Ativos liquidos / passivo de
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an Analfabetismo no Brasil

% de pessoas com 15 anos ou mais de idade analfabetas

Taxa de analfabetismo
Houve estagnacdo na queda do numero de analfabetos no Brasil. Ha 300 mil novos
analfabetos em relacdo a pesquisa de 2011
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This crisis will end.
Competitive sectors, which
innovate, go on...

I Know, Stats are boring...

But please, pay attention







Pandja. BRICS - Competitivity

How the BRICS stack up

'The Global Competitiveness Index 2014-2015 éié’b’éi}é.'

L ———————————————
Russian Federation 53
South Africa 56
Brazil 57
India /1

SourceTheelobalCompennvenessReportQOM2015
Note 201 4 201 5 rank out of 144 econom|es
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— Eatin-America: Competitivity

-+ Latin America Top 10

‘The Global Competitiveness Index 2014-2015  Global rank*

chile 33

Panama 48

Costa Rica 51

Brazil 57

Mexico o1

Peru 05

Colombia 00

Guatemala 78

Uruguay 30

El Salvador 84

'~ Source: The Global Competitiveness Report 2014-2015
Note: * 2014-2015 rank out of 144 economies
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2 1 no mundos produgioe exportacio de Gl
Pand a O Brasil no mundo: produg¢ao e exportacao de

commodities
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Fonte: USDA (Oct/14); DEAGRO/FIESP
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The Defense sector in Brazil
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The Budget

EVOLUGAO DO ORGAMENTO DE DEFESA - 2000 a 2014
(RS milhoes)

= e = Hw

2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

2013

2014

—o—Gastos Totais

20.754,80

25.555,80

28.223,60

25.828,80

28.608,40

33.080,10

35.685,80

39.884,00

44.841,40

51.282,90

59.818,00

61.761,00

66.378,80

70.881

76.824,22

—o— Investimento

1.729,80

1.978,80

1.696,10

896,8

1.570,40

1.932,70

1.824,50

3.288,50

3.455,00

4.80S,60

8.253,00

6.531,00

10.052,50

8.562,40

8.355,85

Fonte: MD/SEORI




PLOA 2014 — MD na Despesa Total

Pandia

ORGAO 2014 %
Previdéncia 401.,5 23,3
Saude 100,3 5,8
Educacao 92,4 5,4
Defesa 72,8 4,2
Desenvolvimento Social 68,4 4,0
Trabalho 67,9 3,9
Transportes 20,8 1,2
Encargos Financeiros/Operacdes de Crédito 451,3 26,2
Transferéncias Estados e Municipios 230,6 13,4
Demais 235,1 13,6

TOTAL 1.723,2 100,0




pan\d @(M Expenditures per Ministry ‘
ai

intenance & Investiments, R$ bi)

390,8 5,3 439,4 439,4

89 8 90,7 8,1 103,3

68,5
62,1

6,2
5,6

75,4
51,9

6,8
4,7

75,3
70,6

6,1
5,8

54,9 5 59,5 5,3 61,6 5,0
25,4 2,3 12,4 1,1 31,8 2,6
20,7 1,9 19,7 1,8 22,8 1,9
17,3 1,6 15 1,3 15,9 1,3

8,2 0,7 4,7 0,4 5,8 0,5
225,1 20,3 235,3 21,1 233,0 19,0

60,5 5,5 110,2 9,9 167,6 13,7

1.106,90 100 1.114,20 100 1.227,1 100,0
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Panglia' Expenditure per Ministry — Union, All Pow,

(Maintenance & Investments, RS bi)

LOA 2015 (%)

B Previdéncia

B Saude

B Desenvolvimento Soc

B Trabalho

® Educacdo
Demais, 167.6

M Cidades

Integracao, 5.8

Transportes, 15.9
— Defesa: 72 orcamento da Esplanada,

descontado o gasto com Pessoal

Defesa; 22,8
Cidades, 31.8

Educagdo, 61.6
Desenvolvimento

Social, 75.3

Trabalho, 70.6

Fonte: Instituto Pandia/MD - SG
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Evolution of real expenditures (RS Mi)

Investimentos em Defesa: 2000-2015
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Panglla Personnel in the Armed Forces (Jan/2015)
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Pa“@ii Where does the money go?

FOLHADE PAGAMENTO - 2014 (DESPESAS

(RS bi)

% Folha de Pagamento em 2014

ANISTIADO
INATIVOS e 0.77%

- EXECUTADAS
SITUACAO ) PENSIONISTAS /
EFETIVO (*) PAGAMENTO 62,33%
QTDE RS MIL
ATIVOS 342.738 20.510.000 36,90% ATIVOS
INATIVOS 148.309 34.650.000 62,33% 36.90%
PENSIONISTAS 216.144
ANISTIADOS 4.055 430.000 0,77%
TOTAL 711.246 55.590.000 | 100%
Fontes: * BRASIL. MD/SG/SEORI/DEORG/DIREM. Banco de Informacgdes Estratégicas e Gerenciais (BIEG) — janeiro. 2015.

** Dados do SIAFI Gerencial (despesa de janeiro a dezembro de 2014).
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Pand|a Expenditures in Maintenance & ‘

Investments 2003 -2014 (IPCA=81,8%)
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15.000,0
10.000,0
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.—o—C 3.0641  3.1726 41271 | 39402 | 43454 54176 6.7706 | 7.0180 83821 80044 93753 | 84360
~-I 15599 | 1.0773 14277 | 19454 | 27856 4.2480 44416 | 77384 6.7834 9.1471 | 92608 | 11.1430
~+—~C+l| 46240 42499 55548 58856 7.131,0 96656 112123 147564 15.1654 17.151,5 18.636,1 | 19.579,0

Fonte: MD/SEORI



Pangia' Evolution of real expenditures in Defense‘

Ministério da Defesa: evolu¢ao orcamentaria total e
investimentos (RSMi)

M |nvestimento M Total Geral

78,359.57

65,530.10

50,780.80

34,633.00

24,847.60
19,388.10

10,052.50

1,824.90 4,809.60

1,729.90

2000 2003 2006 2009 2012 2015

Obs: o numero de 2015 corresponde a previsao da PLOA
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Maintenance & Investments

Custeio e investimento

14,000.00

12,000.00

/
s

8,000.00

-

4,000.00 /

2,000.00 \/

0.00

2000 2003 2006 2009 2012 2015
= Custeio 2,537.60 2,839.30 4,276.90 6,411.70 8,206.70 11,354.90
=—l|nvestimento 1,729.90 896.80 1,824.90 4,809.60 10,052.50 11,460.20
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andid. b ¢ Defesa 2015:

RS Milhdes
ORGAO PLOA 2015
Defesa 5.725,6
Administracao - Projeto H-X BR 538,9
Aeronautica - Aquisicao de Cacgas FX-2 1.000,0
Aeronautica - Aquisicao do Cargueiro Tatico Militar KC-390 400,0
Aeronautica - Projeto Desenvolvimento KC-X 771,0
Exército - Blindados Guarani 200,0
Exército - SISFRON Total 285,0
Exército - Sistema de Defesa Estratégico ASTROS 2020 90,6
Marinha - PROSUB 1.771,7
Marinha - Tecnologia 316,4
Satélite Geostacionario de Defesa e Comunicagao SGDC 352,1
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Strategic projects




Articulating defense initiatives

ARGENTINA

URUGUAI




Pandia_ Geostationary Satellite .
SGCD B

VALOR TOTAL DO PROJETO:

R$ 1,7 bilhdo

VALOR DO MD:
R$ 489 milhoes

PREVISAO DE TERMINO EM 2017

39



VALOR TOTAL:

R$ 3 BiLKe

PREVISAO DE TERMINO EM 2025

40
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g Navy’s NUCLEAR Program

VALOR TOTAL:

" RY 5 BiLHoEs

PREVISAO DE TERMINO EM 2030
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SISFRON
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VALOR TOTAL:

R$ M BiLho

PREVISAO DE TERMINO EM 2035
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Wired Amazon

OBJETIVO:
Implantar uma
infovia de 7,8 mil
km, utilizando
cabos subfluviais
nos rios da Bacia
Amazoénica.

- Conectividade
até locais de
dificil acesso

43
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GUARANI

VALOR TOTAL:

R$ 20,8

P " EBILHOES

PREVISAO DE TERMINO EM 2035
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FX-2 GRIPEN

VALOR TOTAL:

w R$ 21 BiLHoE

PREVISAO DE TERMINO EM 2024

45



KC-390

VALOR TOTAL:

. R$12

BILHOES

PREVISAQ DE TERMINO EM 2025

46
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Some results




pand@ Defense in the Brazilian trade
- balance (2009-2014, US$ Mi)

Setor de Defesa
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Pandia_ | aAD - Oficial delegations
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paani New rules for defense investments ‘

Law 12.598: Number of firms considere
strategic

 Expanding the Defense
Industry

45

40

 Fiscal Inducements - "sp-39
RETID

* Supportinginnovation

e Restructuringthe relation
between tech institutes (
IME e ITA) & firms

* Jobplaces: From 4,000 in 10 1 LCEOFESPR-1
2007 to 7,000 in 2013 5 | I
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Fonte: Instituto Pandia/MD
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Investir em Defesa e investir no Brasil

g 3

& TRILHAO & ERL&!?EQNDE&.A

MERCADO ESTIMADO POR DE DEFESA
ANO (EM DOLARES) NO BRASIL POR ANO (EM

DOLARES)

& oML @ 40 ML
H EMPREGOS DIRETOS ‘H_l NOVOS POSTOS DE

GERADOS NO BRASIL ATE 2020

(Dados da ABIMDE)
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Organisational structure

Restructuring I f,- - — ,-I _
and of the Armed
- - Foross
- ) '
i B
D -
Y -
; ~ 4
S
»
g

Brazilian defence industry
isintended to ensure that
the equipment needs of
the Armed Forces are
based on technologies that
are domestically mastered.

National

Strategy of
Defense Strategic Sectors: Nuclear,
Spatial and Cybernetic

of mﬂ -"[JRl?usn..!



Pand'@ Brazilian Defence Sector
Historical perspective

Creation of
MoD in
(1999)

Armed
Forces
tradition of
autonomy

O

The creation of
transformation (SEPROD)
National of Defence
Strategyfor  Sector (2010)
Defence
(2008)

The Brazilian Defence Sector is performing
a long term transitionin the defence
acquisition practices and methodologies.
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Organisational Structure

Secretariat General

Secretariat of
Defence Products
(SEPROD)

CENSIPAM

Department Department Department
of Defence of Industrial of
Products Technology Cataloguing

(DEPROD) (DECTI) (DECAT)

EMCFA: JOINT STAFF OF ARMED FORCES

SEORI: SECRETARIAT OF INSTITUTIONAL COORDINATION AND ORGANIZATION

SEPESD: SECRETARIAT OF PERSONAL, EDUCATION, HEALTH AND SPORTS

CENSIPAM: MANAGEMENT AND OPERACIONAL CENTRE FORTHE AMAZON PROTECTION SYSTEM
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Huge areas to protect
or to defend. Amazon
and Blue Amazon.

Natural resources:
water, biodiversity,
energy, food...

Defined borders and
jurisdictional waters.

Challengingsocial
inequality.

New and hybrid
threats.

“Global player"
aspirations.

Complex and fast
changing world.

Geopolitical and strategic
context
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Force Pl

Politics

Strategic
Projects

“Defence White Paper”
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Technological Challenges.

Nuclear Propulsion Sub / — e hl

Imagens: divulgag o

Imagens: divulgagéo

Cyber defence

o0
oo
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Strategi lects and the DIB

Technological which is reflected in
demands (orders)
an enclosed and

from the defence .
. competitive defence
sector are a major

market.

L challenge. ) L )
[ Theanswer ) [ amongother )
dependsonthe DIB, factors, ST&I-Def.
the degree of conforms an
technological self international arena
L reliance, ) .__of power struggle, )
~ ) ~ )

For emerging

its determinationto countries, the DIB

overcome obstacles

requiresan
and pursue )
. : extraordinary effort
Innovation...
L ) L because... )
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Final considerations

(The challenge of thelong term A
planninginthe current S&T

\evolutlon pace. )

éa )
The limitationsand risks of the
"technological determinism".

\ W,

( )
The importance of a "defence
acquisition system”...

\_ J

(" . )
Between the list of needs and the
acquisition of the military assets
there may be a large distance...

\_ J

(Defence procurement can leverage

the industry selfreliance, but can

also cause more dependence from
abroad.

\ >

ﬂl’he force planning processrequires
the S&T feasibilityto be
continuously considered since the

\beginning.
g

t alsorequires takinginto account
the defence acquisitionsystem
dynamics and its intrinsic
Qimitations. )

(It isinherent to the highest poIiticaI\
levels the responsibility for the
choices and risks of technological

_options. )
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