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Introduction

The seven years since The Real Plan was first imple-
mented have changed Brazil. Our challenges are still
huge, but we are in a much better position to face
them. We have built a solid economy and we have de-
veloped effective social programmes.

The Real Plan made it possible to carry out a hard
fight against social exclusion in our country.

Social programmes, formerly channelled particularly
to the assistance of the richest, are currently geared to
those who need most. The income-concentration effect
of social expenditure in Brazil was alarming in the early
nineties, when we distributed 21% of the funds applied
to the social domain amongst the 20% richest layer of
the population.

We turned the page of history called assistance poli-
cy. By de-politicising social projects, we have created
new bridges between government’s indispensable effort
and the essential initiative of society in the social do-
main. In the struggle against social exclusion in Brazil,
the great deal we have accomplished since 1995 is still
little. We have a backlog of five centuries of exclusion.
It is a historical heritage of injustice fuelled by slavery,
latifundium, income-concentrating industrialisation
and socially excluding political authoritarianism.

The first form of struggle against exclusion was the
promotion of economic stability, by abandoning four de-
cades of an inflationary culture. With The Real Plan, we
have dismantled the merry-go-round of inflation, we
proceeded to the passage from the entrepreneur State
to the regulating State, we have restructured the finan-
cial system and we have consolidated the fiscal adjust-
ment. Stabilisation has distributed income that infla-
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tion had concentrated. Thus, we have proved that good
macroeconomic management is not incompatible with
the improvement of the social situation.

The second form of struggle against exclusion is
economic growth, by increasing production and em-
ployment.

An important reason for economic growth after The
Real Plan was launched was the increase in the pur-
chasing power of wage earners associated to the de-
crease of inflation. While at the dawn of the Plan, on
July 1%, 1994, one minimum wage bought the equivalent
of 60% of a basic food basket; currently it buys 123%.

We have entered an era of stabilisation, growth and
income distribution, and we have abandoned the vi-
cious circle of recession, inflation and income concen-
tration.

During the seven years in which The Real Plan has
been in force, we had to face and adverse international
framework, with the emergence of three international
economic crises with serious ramifications (the Mexi-
can, Asian and Russian crises). In January 1999, the
change in the foreign-exchange policy appeared as a
new challenge to stabilisation. But we were able to
overcome it, because the pessimistic forecasts of high
inflation and overall recession failed to materialise.

The basic interest rate reached the high threshold of
45%, but it was gradually reduced to the level of
15.75% in late 2000. We have closed the year with the
lowest interest rate of the decade, although the con-
juncture has imposed new increases in 2001.

In spite of the impact of these three crises, the aver-
age economic growth in the last six years, of about
2.9% of GDP, was higher than that recorded in the six
years immediately prior, of roughly 0.6% of GDP.
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What is as important as these results is the quali-
ty of the new growth. This growth occurs on solid
and stable bases, with increasing production, dwin-
dling inflation and high direct foreign investment. In
2000, foreign investments reached US$ 32 billion,
more than enough to finance the deficit in current ac-
count, and they corresponded to sixteenfold the level
of foreign investment recorded in 1994, when it
reached but US$ 2 billion.

Foreign trade has shown decreasing deficits in the
last years. From a high deficit of US$ 6.6 billion in
1998, we have moved to a substantially lower level,
US% 1.2 billion, in 1999, and to US%$ 690 million in
2000. The commercial surplus expectation in the last
year failed to materialise due to a set of circumstances:
a drop in the price of commodities exported; a steep in-
crease in oil prices; the permanence of protectionism in
developed countries and the pressure on imports, de-
riving from a 4.6% growth in GDP.

The National De-Statisation Programme has signifi-
cantly contributed to the modernisation of key sectors,
such as telecommunications, to financing the deficit in
current account, as well as to the reduction of public
debt. IN the period from 1991 to 2000, this programme
has generated a total revenue of US% 100.4 billion, of
which 65.7 billion come from federal privatisation oper-
ations and US$ 34.7 billion come from state privatisa-
tion operations.

An important social dividend of privatisation has
been access to wire-line, mobile and pay-phone tele-
phone services. From 1994 to 2000, the number of
wire-line telephones has trebled, moving from 13.3 mil-
lion to 38.3 million, with a forecast of 49.6 million in
2003. Mobile telephones, which represented 800 thou-
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sand lines in 1994, have grown to 23.2 million lines in
2000, with a forecast of 45.5 million for 2003. Pay-
phones — “orelhdes” * - which were 343 thousand in
1994 and in 2000 have moved to 913 thousand, are
forecast to be 1.6 million in 2005. These visible advan-
tages for consumers have also rendered feasible the ef-
fective entrance of the country in the era of the INTER-
NET, which would have been practically impossible
without the privatisation of telecommunications.

The increase in employment is a socially expressive
result of the resumption of growth, started in the sec-
ond semester of 1999 as it reflects the drop in the rate
of unemployment, which moved from 6.3% in Decem-
ber, 1999, to 4.8% in December, 2000.

The third form of struggle against exclusion are the
social development programmes.

Most of the efforts were concentrated on fundamen-
tal education — the basis for the education of society —
without disregarding secondary education and higher
learning. With the creation of the Fund for the Mainte-
nance and Development of Fundamental Education and
for the Valorisation of the Teaching Profession — FUN-
DEF, the apportionment of revenues between the states
and their municipalities became proportional to the
number of students enrolled, thus stimulating a strong
expansion of education. At the same time, Programme
Money Straight to School has eliminated the political
manipulation of budgets and allowed communities a
higher level of control over them.

Brazil is currently very close to rendering access to
fundamental education universal, with a rate of enrol-
ment of 97%. The evolution was impressive, if com-
pared with the early years of the decade, when the rate
was of but 82%.
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We have brought about strong mechanisms of in-
centive for families to maintain their children at school.
Programme Guarantee of Minimum Income has served
circa 879 thousand families in 2000, thus benefiting
approximately 1.7 million children in the age group
from 7 to 14. This represents an extraordinary result,
which is being continued in 2001, with the forecast
universal reach of the programme.

We were able to ensure fairer remuneration and bet-
ter training to teachers of state-owned schools. In the
Northeast, teachers had an average wage increase of
94% in 2000, moving from R$ 168,00 to R$ 362,00.

Teacher training activities took an important quali-
tative leap. Teachers who had solely elementary educa-
tion represented 6.3% of the total in 1997, and in June,
2000, they were only 3.1%. We have also created bet-
ter teaching conditions, by means of the distribution of
270 million books to 121 million students, between
1997 and 2000. In 2001, 110 million books have been
distributed to 32.5 million students.

The growing use of modern audio-visual resources
and IT means has been increasingly encouraged in the
state-owned fundamental education network. The re-
markable TV School Project, launched in 1996, operates
in 93% of the network, reaching 28 million students
and one million teachers.

Efforts in the domain of education brought about a
drop in the rate of illiteracy amongst the population
over 15 years of age, which was of 25.4% in 1980, and
in 200 had already declined to 13%.

In secondary education, enrolment grew significantly
between 1994 and 1999, when it expanded by 57%. This
expansion is associated to the growing demand deriving
from the broadening recorded in elementary education.
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In 50 years, Brazil has built a public system of sci-
ence and technology the like of which very few develop-
ing countries have in place. Amongst these countries,
from 1995 to 1998, only South Korea had a higher level
of growth in this sector than Brazil. The increase in the
Brazilian scientific production (365% between 1981
and 1998) has been circa three times higher than the
world average (104%). In 2001, the Ministry of Science
and Technology started managing several sectoral
funds aimed at encouraging research, in addition to the
Oil Fund, already operating and funded with a portion
of the royalties received from the production of oil and
gas. Such Funds will account for over R$ one billion/
year, practically doubling the resources currently avail-
able for science and technology (C&T).

During the period since the launching of the Real
Plan, measures having a deep impact on the health sec-
tor have been taken. We have created the Joint Health
System — SUS, based upon decentralisation, a region-
oriented policy, and the participation of society and fi-
nancing by the three spheres of government.

Currently, the Federal Government funds 70% of
the expenditure in public health. The financial re-
sources of the National Health Fund are now automati-
cally transferred to state and municipality funds. This
approach eliminates to a large extent the possibility of
political discrimination and reduces the practice of po-
litical servility. Another innovation was the creation of
the National agency for Supplementary Health Services,
meant to control and inspect health-insurance plans.

The introduction of generic medicines, with a stern
quality control and with prices substantially below
those of brand-name medicines, represents an un-
heard-of step in terms of democratising health services
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in Brazil. A year after they were launched, generic med-
icines are increasingly supported by the population and
are a real success story.

Within a perspective of preventive health, we have
substantially expanded Family Health Programme and
Community Health Agents Programme. The results are
impressive. Circa 154 thousand Community Health
Agents operating in the country account for the month-
ly health monitoring of over 91 million people in 4.719
municipalities. The number of Community Health
Agents, which in 1994 was below 30 thousand, was
multiplied fivefold in only seven years.

Infantile mortality is diminishing drastically. For ev-
ery 1.000 children born alive in 1990, 49.4 used to die.
In 1999, this index declined to 34.2. Other striking re-
sults are the 50% drop in patients interned due to diar-
rhoea in the second half of the nineties and the in-
crease in breast feeding in urban areas, from 47% in
1989 to 84% in 1999. These are data that show a
healthier Brazil.

Currently, the Brazilian Social Security System ben-
efits, only in the private sector, 18.4 million people,
with an expenditure corresponding to 6% of GDP. Re-
tirement in the rural milieu represent a true pro-
gramme of minimum income, for its benefits are provid-
ed without the corresponding contribution. From 1994
to 1998, its value has practically doubled, as it reached
circa R$ 10 billion and benefited over 6 million people.

Despite this reach, Social Security does not cover
60% of the economically active population yet. To over-
come the major challenge of incorporating those 38 mil-
lion workers who are out of the reach of social protec-
tion requires important measures aimed at rationalising

the system.
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The reform of Social Security is a fundamental ele-
ment of this effort, as it reverses the explosive trajectory
of growing deficits, which are indeed the most impor-
tant factor of the fiscal unbalance prevailing in Brazil.
Amongst many corrective measures taken, one must
highlight the adoption of the social-security factor,
which meant the introduction of actuarial criteria in So-
cial Security. Results achieved in the last two years
show that we are in the right path. In the period 1998-
1999, the deficit grew by 25.8%, while in 2000 the so-
cial-security deficit was equivalent to 0.9% of GDP,
which represents a 0.1% reduction vis-a-vis 1999. At
the same time, we are reducing the marked inequality
between benefits granted by public and private social-
security.

The efforts aimed at uprooting child labour, started
in 1996, have already yielded important outcomes, as
they have ensured the permanence of almost 400 thou-
sand children and teen-agers at school.

Between 1995 and 2000, we have promoted a true
revolution in the countryside. Over 465 thousand fami-
lies have been settled in colonies, a number twice larger
than that of families served in the 30 previous years,
and the activity covered an area of settlements larger
than the States of Rio de Janeiro and Espirito Santo to-
gether. The programme is completed solely when set-
tlers reach the situation of family farmers fitting com-
petitively into the market. The unification of PRONAF
and the Agrarian Reform has been highly instrumental
for this achievement.

This set of initiatives in the rural milieu has trans-
formed Brazil in the scene of a deep-reaching land-de-
concentration effort, a phenomenon that becomes more
visible when one notices that we have moved from the
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S5t position amongst the countries with the highest
concentration of land ownership to the 12% position.

The defence of national interests has marked our
foreign policy. We have struggled for the preservation
of MERCOSUL and, after hard negotiations, we were
able to maintain the date of 2005 for the beginning of
ALCA. We have reinforced our political presence in
South America, as one of the important architects of
peace between Peru and Ecuador, and, in 2000, we or-
ganised the historical meeting of all South-American
Presidents in our country.

Our domestic policy went through an important pro-
cess of local-government elections, with the participa-
tion of over 100 million people. This process showed the
political maturity of the Brazilian electorate, which, less
sensitive to easy populism, has chosen the candidates
best identified with a balanced fiscal management and
with concrete achievements in the social domain.

* - Translator’s note: “orelhao”, in Portuguese big ear, a reference to

the shape of telephone booths in Brazil.
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Inflation

Year 2000 was the first year to go through totally
under the new foreign-exchange regime and under the
new targets regarding inflation adopted the year before.
The price variation in 2000, as measured by IPC/FIPE,
reached the rate of 4.38% per annum, nearly half of the
one recorded in 1999, 8.64%.

The results achieved in terms of inflation confirm
the success of the transition towards the regime of flex-
ible rate of exchange without jeopardising the stability
of our currency.

Monthly Inflation (IPC-FIPE)

A comparison with previous stabilisation plans
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After a succession of foreign-exchange shocks, in
public tariffs and in the prices of fuel in 1999, indexes
reduced at the beginning of 2000. However, the declin-
ing trend of inflation in the first semester was interrupt-
ed in July and August, due to the concentration of the
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adjustment of prices of electric power, telephone servic-
es and fuels, and of the effects of a particularly strong
agricultural harvest break, further extended by frost in
the Centre-West Region of the country.

Even under these circumstances, the Extended In-
dex of Consumer Prices — IPCA accumulated in 2000,
5.97%, stayed below that of the one recorded the previ-
ous year, 8.94%, and within the target set for the Cen-
tral Bank. According to the target system in place
since 1999, the Central Bank is responsible for reach-
ing a rate of inflation in the year, as measured by IPCA
and defined by the Ministry of Finance. This system
clearly shows the commitment of Government to price
stability, an indispensable condition for the increase in
investments and the generation of more employment.

Rate of inflation, accumulated in 12 months

%
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Source: IBGE and Fundagao Getulio Vargas - FGV
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Growth

Year 200 was marked by the resumption of economic
growth in sustainable bases. The reduction in real rates
of interest and the dynamic behaviour recorded in the
volume of exports, a consequence of the new foreign-ex-
change regime, have propelled the economic activity.

Gross Domestic Product (GDP)
Accumulated in 4 quarters

57 4,29 4,46 4,38

-0,21 -0,65 -0,41

qst q 2nd q 3rd q 4t q 1st q 2nd q 3rd q 4t q qst q

1999 2000 2001
Source: IBGE

During 2000, the recovery of demand consolidated,
thanks to the expansion of consumer credit, of employ-
ment and of the salary mass. The growth of GDP,
which reached 4.6%, was mainly led by industry.

The industrial GDP reversed the declining trajectory
that marked the whole year 1999 and recorded, in
2000, a 5% increase. As a result of this expansion, the
degree of utilisation of the installed capability in the
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transformation industry, measured by the National
Confederation of Industry (CNI), grew by 3% in 2000,
and reached the average of 80.7%, the highest level
since the beginning of the series in 1992.

GDP per Sector
Accumulated variation in four quarters

1999 2000 2001
Sectors | ] m v I ] m v I
Farming | 3,03 | 3,63 | 7,31 | 741 | 742 | 7,60 | 569 | 3,02 | 1,61
Industry | 2,56 | -3,55 | -3,53 | -1,60 | 0,63 | 2,84 | 465 | 501 | 5,12
Services | 1,00 | 0,84 | 0,84 | 1,89 | 2,39 | 305 | 3,89 | 3,85 | 3,66

Source: Instituto Brasileiro de Geografia e Estatistica - IBGE

The expansion of the domestic market, the increase
in exports and in investment were the most visible
trends of this growth, which consolidated the produc-
tivity gains obtained during the last years.

Physical Industrial Production
Index 1991 = 100 (with seasonal adjustment)

135 —
2001 2000
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Source: IBGE
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According to CNI, the real sales of industry grew by
10.5% as an average in 2000. This increase was due to
new investments in machines and equipment and in
the production of durable consumer goods.

The resumption of investment reversed the declin-
ing trajectory of the Gross Fixed Capital Formation,
which not only recovered from the reduction experi-
enced in 2000, but also presents strong rising signals
in early 2001. This performance is a consequence of
the acquisitions of machines and equipment for the re-
newal and expansion of the productive capability.

Gross Fixed Capital Formation
Accumulated variation in the year

Civil Machines and
Period Construction Equipment’
1995 6.7 0 217
1996 1.8 5.6 -5.9
1997 9.3 8.6 11.2
1998 0 1.8 -4.7
1999 -7.0 -3.6 -16.3
2000 2.7 2.2 43
2001 (up to april) 12.1 44 34.3

1. Production plus imports minus exports.
Source: IBGE

The higher level of production of durable consumer
goods was favoured by the expansion of consumer cred-
it, by the extension of periods of financing and by the
drop in the interest rate deriving from the stabilisation

after the changes in the rate of exchange.
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Interest Rate (Selic*% per month)
3.50

3.00
2.50 —
2.00 =

1.50 —

1.00
| | | | | | | | 1
Jan-99 Apr-99 Jul-99 Oct-99 Jan-00 Apr-00 Jul-00 Oct-00 Jan-01 Apr-01

* - Used as reference for the formation of interest rates.

Source: Ministry of Finance
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Agriculture
In the harvest year 2000/2001, the grain harvest
consolidates at a new threshold, overcoming the mark

of 94 million tons, with a 13% increase vis-a-vis the
previous harvest.

Agricultural Production
(1000 tons)

95.000
90.000 —
85.000
80.000 —

75.000 —

70.000 T T T T T T 1
1993/94 1994/95 1995/96 1996/97 1997/98 1998/99 1999/00 2000/01

Source: Companhia Nacional de Abastecimento - CONAB

This growth is particularly due to the 8.9% expan-
sion of the area planted with grain crops in the last
three years, at the same time as one notices an im-
provement in the productivity for all crops. The pro-
ductivity gains reflect the growth in the sales of agricul-
tural machines and fertilisers in the last years, which
allows for the modernisation of technologies used in ag-

riculture.
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Sales of agricultural machines

(units)
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Source: Associacao Nacional dos Fabricantes
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Employment and Income

In 2000, the expansion was recorded of the employ-
ment supply, started in the second semester of 1999,
which propitiated a strong drop in the unemployment
rate. Such rate moved from 6.3% in December, 1999,
to 4.8 in December, 2000, the lowest result since De-
cember, 1997.

Unemployment Rate* (%)

5.5
5.0 mm Original == With seasonal adjustment
4.5

| | | | | | | | |
Jan Apr Jul Oct Jan Apr Jul Oct Jan Apr
99 99 99 99 00 00 00 00 01 01

* Ratio between people who sought work in the week before that in which
the survey was carried out and the economically active population,
with a minimum age of 15.

Source: IBGE

As a result of the resumption of economic activities,
over 600 jobs were created, as compared to the previ-
ous year, according to the Monthly Employment Survey
of IBGE. One important feature of this result is the lev-
el of employment in the transformation industry, which,
since August, 1999, had not presented net growth and
that in 2000 created a positive balance of 82 thousand

new jobs.
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Increase in Employment

(Twelve-month average as compared
to the same period in the previous year)
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Source: IBGE

The increase in the job supply occurred simulta-
neously with an increase in formal employment. While
in 1999 there was a reduction of 196 thousand jobs, in
2000 over 657 thousand formal jobs were created, out
of which 192 thousand in the transformation industry.

R$ 200,00

R$ 180,00 - Minimum Wage
R$ 160,00 -
R$ 140,00 -
R Basic Basket

R$ 100,00 -

R$ 80,00 ~

R$ 60,00
May/1994  May/1995 May/1996  May/1997 May/1998 May/1999  May/2000

Source: Ministry of Finance and Dieese
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Together with the recovery of employment, the la-
bour market indicates the re-composition of wages, al-
though at a somehow slower rhythm. One of the fac-
tors that have contributed to this situation is the in-
crease in the demand for manpower and the real in-
creases of the minimum wage.

The minimum wage has kept systematically above the
basic food basket and presented steep increase in 2001.

At the beginning of the implementation of The Real
Plan (July 1%, 1994) one minimum wage bought only 60%
of one basic food basket, and in May, 2001, the same sal-
ary bought more than one basic food basket (123%).

Number of Basic

Value of the Value of the Baskets bought with
Basic Basket Minimum Wage one Minimum Wage
May 1995 R$ 100,60 R$ 100,00 0.99
May 1997 R$ 113,64 R$ 120,00 1.06
May 1999 R$ 124,19 R$ 136,00 110
May 2000 R$ 131,26 R$ 151,00 1.15
May 2001 RS 145,77 R$ 180,00 1.23

Source: Ministry of Finance

Fiscal Results

In 2000, the consolidated public sector (the Union,
the States and the Municipalities) reached a primary
surplus of 3.5% of GDP, above the 3.2% recorded in
1999, which indicates the high level of effort deployed
in the expansion of revenues, expenditure reduction
and the commitment to a responsible fiscal policy.

The enactment of the Fiscal Accountability Act
was fundamental for the improvement of results in
the States and Municipalities in 2000, and it is par-
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ticularly relevant when one takes into account the
fact that in that year there were local-government
elections, a time typically associated to an increase in

public expenditure.

Primary Results in the Public Sector

Public

% of GDP

R$ million

Sector 1998 1999 2000 1998 1999 2000
Ceaiel 0.56 2.36 1.88 785 | 22673 | 20434

Government . . ’ . -
States and
Municipalities -0.19 0.22 0.55 150 2.150 6.026
State-Owned

Enterprises -0.36 0.66 1.07 -1.517 6.310 11.700
Consolidated 0.01 3.24 3.56 -582 31.088 | 38.160

Source: Ministry of Finance
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The External Sector

Trade Balance

In 2000, there was a 13.2% increase in imports as
compared to 1999, and of 14.7% in exports, a result that
may be deemed excellent, once the economy is in a peri-
od of growth. Although industrial growth brings about
an increase in imports and reduces the goods available
for export, the trade-balance deficit reduced by almost
50% in the last years, moving from a negative balance of
U$ 1.2 billion in 1999 to only U$ 715 million in 2000.

Trade Balance
The accumulated balance in 12 months

70.000 —
60.000 —
50.000 —
40.000
30.000 —
20.000 —

10.000 —"‘"'\
° 7 W‘—
-10.000 —

Jan Jul Jan Jul Jan Jul Jan Jul Jan Jul Jan Jul Jan Jul Jan
1994 1995 1996 1997 1998 1999 2000 2001

= Exports mmmm Imports === Balance

Source: Ministry of Development, Industry and Foreign Trade - MDIC

In the comparison between the situations before
and after the external crises (1%t semester of 2001 as
compared to the 15t semester of 1997) one realises that,
in spite of the 25.3% reduction in export prices as a
whole, there has been a 29.4% increase in the value of

&
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total exports, thanks to the increase of the “quantum”
exported during the period, 52.2%. Exports of manu-
factured goods showed an excellent result, having in-
creased by 39.2 in the period.

Expors - FOB

1st quarter of 2001 / 1st quarter of 1997 Variagio %
Breakdown Value Price Quantum
Exports 29.4 -15.3 52.2
Basics 141 -31.5 65.2
Semi- manufactured 17.6 -14.2 36.4
Manufactures ' 39.2 -8.7 48.9

1. Includes special operations
Source: MDIC/Secex and Funcex

The evolution of manufactured-good exports has
been supported by an increase in competitiveness on
the part of the Brazilian industry and by the diversifica-
tion of products and of markets of destination.

Manufactured-good exports - FOB
Accumulated in 12 months

US million
34.000 —
32.000
30.000 -
28.000 -
26.000
24.000 -
22.000

| | | | | | | | | | | | | |
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* - preliminary results
Source: MDIC/SECEX
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Amongst the manufactured goods, it is worth high-
lighting the performance of the exports of aircraft,
where the increase in volume was of 49% as compared
to the period 1997/2001.

Even after the conquest and expansion of new mar-
kets, such as China, these good results were made pos-
sible only through a sales effort in traditional markets
such as that of the United States. The American partici-
pation in external sales moved from 23% in 1999 to 24%
in 2000, while the participation of MERCOSUL remained
stable and that of other ALADI member-countries experi-
enced vigorous growth, having reached 36.6%.

Destination Markets of Exports - 2000

Aladi 9%

European United

28% 24%

Source: MDIC/SECEX
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Current Transactions

The change in the foreign-exchange regime in early
1999 also brought about important changes in the bal-
ance of services. Particularly, the balance in the interna-
tional-travel account, which went beyond the figure of U$
4 billion in 1997 and 1998, moved to the threshold of U$
2 billion or less in the following biennium (1999/2000).

International Travel

Period Balance - U$ Million

1992 -319.1
1993 -799.3
1994 -1.181.1
1995 -2.419.7
1996 -3.598.5
1997 -4.376.9
1998 -4.146.1
1999 -1.457.1
2000 -2.084.2

Source: MDIC/Secex

As a result of the resumption of growth and of the
success of the economic policy, net direct foreign in-
vestments keep flowing in at expressive volumes, even
after the reduction of the number of privatisation opera-
tions. In 2000, circa U$ 32.8 billion entered Brazil, a
historical record that shows the trust of foreign inves-
tors in our economy. It suffices to recall that before sta-
bilisation, in 1994, only U$ 2 billion entered Brazil un-
der this item. Within a period of only six years (1995-
2000), over U$ 119 billion entered Brazil, out of which
circa U$ 30 billion within the privatisation programme.
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Net Direct Foreign Investment
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The flow of direct foreign investments has been an
important source of funding for the deficit in current
transactions, which renders the balance of payments
less dependant upon short-term capitals. In 2000, net
direct foreign investments surpassed by 33% the value
of the deficit in current transactions.

Percentage of the in Current Transactions
Covered by Direct Foreign Investment
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Mercosul

For Brazil, MERCOSUL must be seen as its destiny
and ALCA as an option. This is the prevailing percep-
tion 10 years after MERCOSUL was created.

MERCOSUL expands our bargaining power in the
negotiations with several partners, such as the Euro-
pean Union, where progress has been made in terms
of the creation of a free-trade area; the Free Trade Area
of the Americas — ALCA, the creation of which is fore-
casted for 2005; and the World Trade Organisation —
WTO which, after the frustrated Seattle meeting,
should re-launch a broad process of global multilateral
negotiations.

Chile and Bolivia participate in MERCOSUL as asso-
ciated States. Venezuela and South Africa have also
announced their intention of becoming associated to
MERCOSUL.

The devaluation of the Real, in January, 1999, and
the Argentinean economic crisis have reduced the lev-
els of trade within MERCOSUL by circa 25% between
1997 and 1999 and have brought about concerns on
the future of integration.

Our exports for MERCOSUL countries have pre-
sented, along the 10 years of existence of the block
(1991/2000), the growth rate of 335%, and our im-
ports from those countries have evolved at a rate of
343%. These data show the speedy dynamics of the
integration process.

However, there has been a decline in the exchanges
in the last three years, particularly as off 1997, when
Brazilian trade with MERCOSUL reached its highest
level (U$ 9.0 billion exports and U$ 9.4 billion). Our ex-
ports for MERCOSUL, which came to absorb circa 17%
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of the total in 1997, have dwindled to circa 14% of the
total in 2000.

In spite of this decline, if one compares year 2000
with 1999, our trade with the region has shown a slight
recovery.

Trade Brazil - Mercosul

Exports Participation Imports Participation

Year U$ millions in the Total U$ millions in the total
1991 2.309.35 7.30 2.268.36 10.78
1992 4.097.47 11.45 2.228.56 10.84
1993 5.386.91 13.97 3.378.25 13.38
1994 5.921.48 13.60 4.583.27 13.86
1995 6.153.77 13.23 6.843.92 13.70
1996 7.305.28 15.30 8.301.55 15.56
1997 9.046.60 17.07 9.425.31 15.78
1998 8.878.23 17.36 9.424.05 16.32
1999 6.777.87 14.12 6.720.67 13.64
2000 7.733.07 14.04 7.796.56 13.97

Source: MDIC/Secex



7 7 YEARS OF THE REAL PLAN, STABILITY, GROWTH AND SOCIAL DEVELOPMENT

Science and Technology

Brazil has recently surpassed the mark of 1% of the
international scientific production — as measured by arti-
cles or rates of quotation. Furthermore, the increase in
the Brazilian scientific production between 1981 and
1998 (365%) has been circa three times higher than the
world average (104%) and few countries, most of them in
Southeast Asia, present better performances. Between
1995 and 1998, the growth of our scientific productivity
was higher than that of any country except South Korea.

Countries with Higher Growth in the
Number of Scientific Articles Listed
in Sci Between 1995

0% 50% 100% 150% 200% 250%

South Korea
Brazil
China
Portugal
Mexico
Taiwan
Argentina
Austria
Spain
Hungary
Total

Note: Total pertaining to articles in the English language
of the 34 most important countries
Source: Science Citation index

The participation of the National Council for Scien-
tific and Technological Development — CNPq, to com-
plete 50 years of existence in 2001, was paramount in
the establishment of this technical and scientific basis.
In the domains of science and engineering, the number
of doctor’s degrees in 1997 was 3600 and reaches now
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the figure of 5000 a year. This development places the
country in a relatively favourable situation in the world
context, with figures that are close to those of, inter
alia, such countries as South Korea, China, Italy, Swit-
zerland and Canada.

CNPq and other federal agencies lend their contin-
ued support to human-resource training programmes
and to researcher training programmes, which annually
grant over 40 thousand scholarships. Including all the
other agencies — Co-ordination Office for the Develop-
ment of University Level Personnel (CAPES) and State
Support Foundations — the number of scholarships sur-
passes 70 thousand a year. In recent years, one notic-
es a gradual displacement of scholarships and grants
towards the modalities of doctor’s and post-doctor’s de-
grees, which shows the degree of consolidation of the
science-and-technology system.

The researcher training system has to be comple-
mented by a strong effort aimed at fostering research.
Sectoral funds are essential in the funding of techno-
logical development. These funds also contribute for a
greater interaction between the scientific community
and the productive sector, for an increase in the en-
couragement of scientific and technological research as
well as for the implementation of a result-oriented as-
sessment.

CTPetro, the Oil Fund, established with part of the
royalties received from the oil and gas production, was
the first such fund to start operations and it already
lends its support to CENPES/Petrobras projects and to
strategic studies and projects (the oceanic tanker, CT-
Dutos, CTGas, the creation of a Gas Technology Labora-
tory — Lagas). An important edict has also been pub-
lished, concerning Priority Areas, which allowed 126



7 7 YEARS OF THE REAL PLAN, STABILITY, GROWTH AND SOCIAL DEVELOPMENT

projects to be selected out of a demand for 585 ones,
which provided an excellent panorama of the Brazilian
potentiality for research in this domain.

In 2001, the Ministry of Science and Technology —
MCT started managing the Electric Power Fund, the Wa-
ter Resource Fund, as well as the funds related to Land
and Water Transport, Mineral Activities, Space and Infra-
structure and the Verde-Amarelo Fund, to promote the
interaction between universities and business. The Fed-
eral Government examines proposals for the creation of
new funds for the areas of agribusiness, health, aero-
nautics and biotechnology. This set of Funds will repre-
sent an estimated contribution of over R$ 1 billion a
year, thus practically doubling the volume of financial
resources currently allocated to S&T activities.

The 62% growth in the budget of MCT for 2001, in
which 30% of the financial resources derive from the Sec-
toral Funds, is unheard-of in the recent history of S&T in
Brazil and renders the budget more stable and flexible.

The Ministry of Science and Technology is defining
new development strategies and institutional mecha-
nisms, such as: the expansion of he national S&T basis;
the establishment of an effective National Innovation
System and activities aimed at equipping the country
for the Information Society. Five programmes are
deemed structural ones within the activities of the Min-
istry of Science and Technology, accounting for 50.3%
of the total of investments for the period 2000-2003:

= Information Society Programme — INTERNET II
Biotechnology and Resources Programme
Innovation for Competitiveness Programme
Human-Resource Development for Research
Programme
Local Innovation Systems Programme
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These structuring programmes are complemented
by several efforts of the Ministry of Science and Tech-
nology in areas deemed strategic for the development
of science and technology in the country. Amongst
those areas it is worth highlighting the activities of
the Climate-Science, Meteorology and Hydrology Pro-
gramme and of the National Programme of Space Ac-
tivities (PNAE).

Another important effort has to do with the policy
related to research institutes. The Ministry of Science
and Technology is carrying out a new assessment of its
research institutes, by means of a high-level committee,
whose activities started in 2000.



7 7 YEARS OF THE REAL PLAN, STABILITY, GROWTH AND SOCIAL DEVELOPMENT

The Environment

In 2000, circa 206 thousand hectares of protected
areas have been incorporated to the Brazilian natural
capital stock. This area includes National Parks, Bio-
logical and Ecological Reserves, Ecological Stations,
Areas of Environmental Protection, Areas of Relevant
Ecological Interest, Extraction-Activity Areas and Na-
tional Forests.

Two areas are especially important, because they
have been recognised as Natural Heritage of Human-
kind by UNESCO: the Jau National Park (Amazonas),
with 2.27 million hectares, the largest in Brazil, and the
Pantanal Complex, encompassing the National Park of
the Mato Grosso Pantanal and three Private Reserves of
the Natural Heritage.

The National System of Nature Conservation Units
(SNUC) was created in 2000, after eight years of debate,
and has propitiated important progress in the design of
the National Biological-Diversity Policy.

Another result achieved in year 2000 was the alloca-
tion of funds for implementing the integrated manage-
ment of solid waste in tens of municipalities, an activi-
ty that benefits circa 850 thousand families.

This was part of a set of important measures aimed
at fighting pollution problems related to urban settle-
ments and rural communities, such as: surface water
pollution in urban regions; air pollution by means of
particulate material in large cities and the pollution of
underground water due to the absence of an appropri-
ate system for the collection and disposal of solid waste.

Environmental-information systems have been put
in place for the integrated management of waste in 45
municipalities, with investments of about R$ 11 mil-
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lion. Environmental-education hubs for the dissemina-
tion of sustainable practices have also been put in
place in the 27 States of the Federation.

In year 2000, efforts were deployed in terms of im-
proving the quality of the air in urban centres. These
efforts are aimed at measuring environmental and pub-
lic-health gains deriving from the project for the control
of air pollution by motor vehicles and for limiting atmo-
spheric emissions by waste incinerators.

An important outcome of these efforts has been the
reduction from 86% to 97%, between 1980 and 2000,
in the carbon monoxide emissions and other pollutants
in the motor-vehicle sector.

The concrete actions aimed at protecting the ozone
layer have encouraged several companies to promote
industrial-conversion projects. In the period from 1996
to 1999, 182 companies had such projects approved by
the Multilateral Fund of the Montreal Protocol. In
2000, 28 more companies also obtained approval.

In July 2000, Law n. 9.984/00 took an important
step towards the management of water resources in the
country, with the establishment of the National Water
Agency — ANA.

Within the achievements recorded in 2000, high-
light efforts aimed at preventing and fighting deforesta-
tion, slash-and-burn activities and forest fires in the
Amazonian Region. These actions have brought about
a real reduction of the heat foci (slash-and-burn), with
an important reduction — over 80% - in green alerts.

Green alerts are heat foci detected by satellite, using
remote sensoring techniques and information systems.
These alerts define the levels of risk of fire in the Legal
Amazonian Region, in conservation units and in Indian

lands in all Brazilian states.
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This reduction has surpassed by 50% the initial tar-
get defined for the arch of deforestation, which encom-
passes a continuous strip of approximately 1.7 million
square kilometres, with a high incidence of heat foci
and deforestation, covering 248 municipalities. The
number of heat foci in the Legal Amazonian Region has
been reduced by circa 20% in year 2000.

Comparison of Green Alerts (1999/2000)
Data updated to 11/30/2000

1.837

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

M Data for 1999 M Data for 2000
Source: Centre for Remote Sensoring - IBAMA/INPE
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Energy

Early in 1995, the Brazilian electric sector was amidst a
deep structural crisis, with works interrupted, out of date
tariffs and lacking incentives for new investments, associ-
ated to the State’s inability to invest due to the fiscal crisis.

At the same time, The Real Plan came to incorporate
new layers of consumers to the Brazilian market, thus
significantly increasing the consumption of electric/elec-
tronic equipment such as refrigerators, television sets,
washing machines, electric showers and computers.

The restructuring of the sector was undelayable and
was undertaken aimed at: increasing competition and
ensuring the efficiency of the system; encouraging new
investments, particularly private investments; ensuring
the improvement of the quality of services, with fairer
prices for consumers; and implementing the diversifica-
tion of the energy-generating matrix.

Out of the 23 works that were paralysed in early
1995, 15 were completed by 2000, with an addition of
circa 16 thousand MW to the generating capability and
the deployment of over seven thousand kilometres of
transmission lines. From 1996 to 2000, there was an
annual average increase in the supply of energy in the
country of 2900 MW /year, as compared to less that half
of this amount in the period 1986/1995.

Investments in the electric sector in the five-year
period 1995-2000 amounted to circa R$ 20.8 billion, a
significant part of which coming from the private sector.
The real growth of the Brazilian GDP between 1995 and
2000 was of 11.65%, while the generation capability in-
stalled in the National Interconnected System grew by
22.03%, reaching the level of 71.847 MW, according to

the evolution shown in the following graph.
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Installed Capability of the
Brazilian Interconnected Systems
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The extension of transmission lines is another seg-
ment of the electric sector that grew in the second half
of the nineties. Circa 18.11% between 1995 and 2000,
reaching a total network of 69.179 kilometres.

Extension of Transmission Lines
(in Kilometres)
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In the period 1995 — 2000, the following structural
works highlighted in the Brazilian electric sector:

=

Completion of the Igarapava UHE, with 210 MW,
improving the supply of energy for the State of Mi-
nas Gerais

Completion of the Canoas I and II UHEs, with
82.5 MW and 72 MW, respectively, also to serve
the State of Minas Gerais

Completion of the first three generating units of
the Porto Primavera UHE, corresponding to 302.4
MH, to serve the whole Southeast Region
Completion of the upgrading of the Trés Irmaos
UHE, by putting in place the 5" and last generat-
ing unit, to meet the supply needs of the State of
Sao Paulo

Completion of the Salto Caxias UHE, with 1240
MW, thus improving the supply in the States of
Parana, Santa Catarina and Rio Grande do Sul
Completion of the Uruguaiana UHE, in Rio
Grande do Sul, with 600 MW, using Argentinean
gas

Beginning of the commercial operations of the Nu-
clear Plant Angra II, adding 1309 MW to the in-
stalled capability of the State of Rio de Janeiro
Installation of the engines at the Ita UHE, thus
adding a total of 1450 MW of installed capability
There have also been important works between
1995 and 2000 in order to expand the infrastruc-
ture for the transportation of natural gas, as spec-
ified in item Oil and Gas.

In the domain of transmission, the following initia-
tives highlight:

@
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= Completion of the Interconnection of the North/
South Electric Systems, with an extension of 1280
Kilometres, between Imperatriz (Maranhao) and
Samambaia (Federal District), integrating Tucurui
to the new hydroelectric plants under construc-
tion on the Araguaia River (Lageado, Serra da
Mesa) and to the South, the Southeast and the
Centre-West.

= Completion of the transmission system that inter-
connects the Tucurui Hydroelectric Plant (UHE) to
Presidente Dutra, Teresina, Sobral and Fortaleza,
with an extension of 753 Kilometres (Presidente
Dutra — Fortaleza).

= Completion of the Brazilian portion of the electric
interconnection Brazil-Venezuela (Guri), with an
extension of 190 Kilometres, connecting Boa Vista
(Roraima) to the Venezuelan border, with a trans-
fer capability of up to 200 MW.

= Electric interconnection with Argentina, with an
exchange of 1000 MW between the substations of
Rincén and Garabi, in Argentina, and Santo Ange-
lo and Ita, in Brazil, with 355 Kilometres.

Although the investments mentioned have contrib-
uted to the expansion of the supply of electric power in
Brazil, the generating capability is based, by more than
90%, on hydroelectric plants, which rely substantially
on the rain regime.

Under normal hydrological conditions, the steps
taken during the last years and the entrance of new
investments in the sector allowed the market to be ful-
ly served in 2001. However, these conditions have
been extremely adverse, the amount of rain having re-
mained 29% below the historical average of the South-
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east and the Centre-West, and 53% below the histori-
cal average of the Northeast. According to the national
Institute of Meteorology — INMET, the Southeast and
Centre West Regions are going through, this year, the
longest draught of the last 40 years. This situation
made the water storage in the reservoirs in the South-
east and in the Centre West to reach levels that justify
serious concerns.

In view of the extremely low level of the reservoirs,
the central authorities that operate the electric system
in the country have identified the need to reduce the
consumption of electric power as off June, 2001, by
20% vis-a-vis the average of the period from May to
July, 2000. At the same time, some stumbling blocks
have been identified on the path of the operation of the
new model of the electric sector, which were hampering
the system’s ability to expand. These risks have to do
with the very transition to the new model, implemented
since 1997, with the need to complement the regulatory
frameworks established, and with a certain delay in the
schedule of implementation of the thermal-plant initia-
tives, as outlined in the Priority Thermal-Plant Pro-
gramme launched in 1990.

Then, in May 2001, the Chamber for the Manage-
ment of the Electric-Power Crisis was established in
May 2001, in order to manage the demand-adjustment
programmes and to co-ordinate all efforts aimed at in-
creasing the supply of electric power.

The impressive co-operation of the Brazilian society
to the electric-power rationing programme increases day
by day the likelihood that power cuts will be unneces-
sary in 2001, although they are not fully out of the ques-
tion due to the extremely long draught. The Government
also endeavours to reduce as much as possible the de-
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pendence of the supply of energy in 2002 upon the hy-
drologic regime of that year. The steps taken by 2002
should allow a completely normal supply in 2003.

Strategic programmes defined as priorities in the
Government Agenda for the Biennium 2000-2001,
launched in April 2001, forecast investments meant to
increase by 11 thousand MW the capability of electrici-
ty generation, and to expand by 7 thousand kilometres
the transmission lines by 2002, which includes the
completion or upgrading of 15 hydroelectric plants and
over 20 thermal plants all over the country. These in-
vestments are being assessed and shall be re-organised
according to priorities or expanded according to the
emergency needs identified by the end of July, 2001.

A structured programme for the increase of the
supply, also to be announced by the end of July, 2001,
will present targets for the continuation of the diversi-
fied increase of the generation of electric power, by at-
tracting investments from the private sector and the
participation of the public sector, the latter preferably
subsidiary, in those works deemed indispensable. To-
tal priority will be attributed to the new investments in
BNDES financing schemes, and their schedule of ap-
proval will be sped up. These investments will be
compatible with the Ten-Year Expansion Plan of the
Electric Sector 2001-2002 and such investments
should comply with the directives regarding the effi-
ciency and diversification of the matrix, emphasising
co-generation and rationalisation, as well as the use of
alternatives sources of energy.
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Oil and Gas

Government’s main guidelines in the oil and gas
segment are geared to the promotion of opportunities
and investments, the speeding up of bidding proce-
dures and concession and the guarantee that the de-
mand for oil and natural-gas products will be met.

In 2000, actions meant to increase the supply of oil
and natural gas have allowed the domestic production to
reach the record average of 1,271 million barrels a day.

The Oil Production
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Source: Petrobras

In the production of natural gas, results are trans-
lated by the daily average production of 36.4 million cu-
bic metres.

Another important highlight of the sector is the set
of works aimed at upgrading the transportation infra-

structure for natural gas.
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The Production of Natural Gas
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= Completion of the Bolivia-Brazil gas pipeline, con-
necting Rio Grande, in Bolivia, to Porto Alegre, in
the Brazilian State of Rio Grande do Sul, crossing
the States of Mato Grosso do Sul, Sao Paulo,
Parana and Santa Catarina, with a total extension
of 3165 kilometres.

= Completion of the Urucu-Coari gas pipeline, for a
total extension of 420 kilometres, rendering feasi-
ble the exploitation of a power potential that may
surpass 930 MW in thermal generation.

= Completion of gas pipelines Guaramaré-Pecém
and Pilar-Cabo, ensuring the transportation of
natural gas in the Northern Region, along its 1300
kilometres, between Salvador and Fortaleza.
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Telecommunications

In the first half of the nineties, the companies that
made up the Telebras System were unable even to meet
the needs of the expansion plans, although the very
customers who bought telephone lines funded them.

Although tariffs were too low, jeopardising the in-
vestments of the sector, it was difficult for the poor lay-
ers of the population to acquire lines, due to their high
cost. The state monopoly over the sector, instead of
disciplining by demanding results, attributed priority to
the control of the means, a situation that ended up by
leading the system to financial exhaustion.

This situation was changed in 1995, when the Bra-
zilian telecommunication system was opened to the
participation of private capital (Constitutional Amend-
ment n. 8).

“A daring programme of investments promoted by
Government and strongly complemented by the mobilisa-
tion of private resources — human, managerial and finan-
cial — aimed at transforming the Brazilian telecommunica-
tion system into an effective agent for the development of
the country, encouraging the national productivity and en-
suring universal access to communication services”. With
these words, the then Minister of Communications
summarised at that time the Plan for the Recovery and
Expansion of The Telecommunication System and of
the Postal System.

The new strategy was framed by technical, economic
and social parameters. Launched in mid 1995, it has
changed the profile of the Brazilian telecommunication
services, providing a more dynamic model, endowed
with clear and reliable rules, in addition to being trans-

parent in its implementation and performance.
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It is easy to notice the impact of the new model on
the scenario of Brazilian life. It is enough to compare
the growth of the number of wire-line telephones, of
mobile telephones and of pay phones — “orelhées” — dur-
ing the last six years with the growth of the economy.

From 1994 to 2000, the number of wire-line tele-
phones has practically trebled, moving from 13.3 million
to 38.3 million, with a forecast of 49.6 million in 2003.
Mobile telephones, which represented 800 thousand lines
in 1994, grew to 23.2 million lines in 2000, with a forecast
of 45.5 million in 2003. The number of pay phones - “orel-
hées” - has also grown. In 1994 they were 343 thousand,
having moved to 813 thousand in 2000, with a forecast of
1.6 million in 2005. These visible benefits for consumers
have also rendered feasible the effective entrance of the
country in the era of the INTERNET, which would have
been impossible had the sector not been privatised.

Telecommunication Services
(per thousand of access/year)
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To have an even clearer idea of the progress achieved
in the sector during the last five years, it is necessary to
compare the telephone density in the country, repre-
sented by the number of wire-line accesses in place per
100 inhabitants. This growth corresponds to the rate of
95% in the period from 1994 to 1999.
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Telephone Service
Evolution of the Telephone Density
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Pay phones also went through a huge expansion.
Their growth was of about 116% in the last six years,
corresponding to the annual average rate of 16.6%

Telephone Services
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The mobile cellular service was the one having had
the fastest dissemination in the country, having
reached the rate of growth, from 1994 to 1999, of circa
79% pert annum. The number of accesses per 100 in-
habitants (or density) expected by 2003 is of 26.2.

Telephones Services
Evolution of the density of cellular telephone services
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It is important to highlight that, within the set of
strategic programmes of Plan Avanca Brasil, there are
actions geared to the most wanting segments of the
community. Financed with resources of FUST - the
Fund for Rendering Universal Telecommunication Ser-
vices — these programmes will receive 0.2% of all the
funds collected from telephone services.

Only in 2001, circa R$ 1 billion will be invested in ac-
tivities aimed at putting in place 49 thousand accesses to
telecommunication services in public educational estab-
lishments and libraries, and make available 72 thousand
accesses to telecommunication services in public network
hospitals and to put in place computers and provide ac-
cess to the INTERNET in 13227 public secondary schools.
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Transportation

The transportation system presents an impor-
tant evolution. In view of the country’s needs, this
sector remains one of the major challenges for the
Federal Government, particularly as far as con-
struction and maintenance works in roads and rail-
roads are concerned.
Several indicators show the recent trajectory:
= In 2000, 1736 kilometres of roads were retrofitted.
With the lease of the federal railway network, pri-
vate investments of about R$ 1.7 billion were en-
sured. Lessees are operating increasing volumes
of cargo, the transportation of 266.7 million tons
having been recorded in 2000.

= The country has 38 state-owned ports operated by
the private sector. The expectation in terms of in-
vestments in this sector is of over R$ 3.2 billion,
out of which lessees will invest R $ 900 million.
Starting in 1996, the total port area leased to the
private sector has evolved from 1.4 to 7.4 square
kilometres, representing an addition of 421% in
the period. The cargo movement in Brazilian
ports has reached 433 million tons in 2000, and
the transportation of cargo in containers has
moved from 906 thousand units in 1993 to one
million units in 2000, an important indicator of
the modernisation in course in the sector.

= In 2000, R$ 186 million were invested in the im-

provement of internal navigation services, coastal
navigation and long-haul navigation, within Pro-
gramme Quality and Incentive for Water Trans-
port. In turn, the Programme for the Maintenance
of Water Ways has invested circa R$ 17 billion in
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the integration of stretches of the strategic trans-
portation corridors, significantly increasing the
supply of river transportation. In 2000, over 900
thousand tons of soybeans were transported
through the Madeira River Water Way, 200%
more than in 1999.

A set of structural measures in the domain of trans-
portation, adopted by the Federal Government, is para-
mount for the effort aimed at increasing the productivi-
ty of the economy. Amongst these measures, we high-
light the multi-modal corridors that interconnect roads,
railways, waterways, ports and airports, with important
investments in course.

The increasing use of roads and waterways, as well
as the interaction between these modals and rods re-
duce the cost of transportation and increase the com-
petitiveness of our products abroad.

Another significant part of the investments in infra-
structure in 2001 is meant for the expansion of the air-
port network. There are R$ 171.2 million allocated to
the upgrading of the capacity and increasing the effi-
ciency of Brazilian airports. The end of 2001 will com-
plete the expansion of the airports of Salvador, Palmas,
Rio de Janeiro and Porto Alegre. In 2002, the expan-
sion of the airports of Recife and Porto Velho will also
be completed.
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Education

The Brazilian educational system is undergoing
deep reforms, from its funding mechanisms to its evalu-
ation, including the reformulation of its curriculum
structures and the introduction of new technologies.
Performance indicators show a remarkable evolution as
a result of the structural changes promoted in close co-
operation between the three spheres of government,
civil society and the educational community as a whole.

The priority attributed to the provision of universal ac-
cess to elementary education brought about the incorpo-
ration, from 1995 to 1999, of circa 3.4 million new stu-
dents, with a more expressive evolution of enrolment in
Regions Northeast (2.3 million students) and North (530
thousand students). Due to this expansion, it was possi-
ble to reach a net rate of school-attendance of 97% in
2001 — nearly corresponding to the total of children be-
tween the ages of 7 and 14 enrolled in elementary school.

Net Rate of School Attendance
elementary school

98% 97.0%
96.3%
96% 95.3%
94%
92% 90.8%
90.0%

90% 89.1%
88%
86%
84%

1995 1996 1997 1998 1999 2000

Source: Ministry of Education/INEP
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The main instrument of change in the funding of el-
ementary education was the Fund for the Maintenance
and Development of Elementary Education and for At-
tributing Due Value to the Teaching Profession (FUN-
DEF). This Fund redistributes revenues, and this dis-
tribution is allowing elementary education to become
more and more controlled and financed by municipali-
ties at the same time as due value is increasingly at-
tributed to the teaching profession.

Supporting the efforts of Programme All Children at
School, FUNDEF has relevant impact on the poorer re-
gions. The states that failed to reach, in 1998 and 1999,
the minimum expenditure of R$ 315 per student/year
have received supplementary funds transferred by the
Federal Government, for an amount of circa R$ 424.9
million and R%$ 674.9 million, respectively. In 2000,
this expenditure rose to the amount of R$ 333 for stu-
dents enrolled in the 1%t and 4™ grades, and of R$
349.65 for students enrolled in the 5% to 8% grades And
those in special education, which meant a provision of
R$ 587.3 million supplementary funds by the Union.

From 1997 to 1999, enrolment in elementary school
in the public network grew by 7.5% (2.3 million more
students), and the municipality network experienced a
30.6% growth. Expansion is stronger in enrolment in
the 5% to 8™ grades than in 1%t to 4™ grades, as a conse-
quence of an improvement in the school flow associated
to changes in the demographic profile of the country,
which indicate a drop in the birth rate.

Programme Guarantee of Minimum Income — PGRM
grants the financial support of the Union to municipalities
having tax revenues and per capita family income below
the respective state average and that have put in place
their PGRM. The programme ensures the increase of the
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financial capability of families having per capita income
below half a minimum wage, as it provides access to and
permanence and at school for the children and depen-
dants of those families in the age group from 7 to 14, in
order to encourage school attendance, to reduce school
drop-outs and flunking, in addition to contributing to the
elimination of child labour in the country. In the fiscal
year of 2000, the programme served circa 879 thousand
families in 1373 municipalities, which benefited circa 1.7
million children in the age group from 7 to 14.

School meals

In 2000, another important contribution of Pro-
gramme All Children at Scholl was the automatic trans-
fer of R$ 901.7 million for school meals, benefiting over
37 million students enrolled in 184.570 learning insti-
tutions. By means of periodical transfers, without for-
malising agreements, these resources were transferred
to the Secretariats for Education of the States and the

The National School-Meal Programme
(School lunch)
number of students served

40

36.9 37.2

]
a

Millions

W
o

25

1995 1996 1997 1998 1999 2000

Source: Ministry of Education



7 7 YEARS OF THE REAL PLAN, STABILITY, GROWTH AND SOCIAL DEVELOPMENT

Federal District, to local governments, to federal insti-
tutions and to school maintained by philanthropic in-
stitutions. For 2001 there is a forecast of R$ 920.2 mil-
lion, which will benefit 37.7 million students.

The National Programme of School Text Books
number of students benefited

35 329 335 2325

Millions

1995 1996 1997 1998 1999 2000 2001
Source: Ministry of Education

School Text Books

During the 2001 school period, for the first time, the
process of distributing books took place, having served
32.5 million students, three months before the begin-
ning of the school activities. Circa R$ 486.5 million de-
riving from the budget of year 2000 also allowed the in-
clusion of 20 million dictionaries of the Portuguese lan-
guage, delivered to all students from the 1%t to the 4%
grades, in a total distribution of 110 million books.
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Programme Money Directly to School — PDDE,
launched in 1995, serves the policy of decentralisation of
public funds, covering all regions in the country. From
1995 to 2000, R$ 1.7 billion have been transferred,
meant for state-owned schools and special-education es-
tablishments maintained by non-governmental organisa-
tions — NGOs, aimed at providing their basic needs in
terms of operation, including, in addition to the mainte-
nance of the school unit, training and development for
teachers, learning assessment, implementation of peda-
gogical projects and the development of educational ac-
tivities. Thus, circa 130 thousand schools/year have
been served, out of which circa 87 thousand in Regions
North, Northeast and Centre-West, and approximately 45
thousand in Regions South and Southeast.

Programme Money Directly to School
Funds transferred
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Source: Ministry of Education

The Fund for the Strengthening of School — FUN-
DESCOLA, deriving from an agreement between the
Ministry of Education and the World Bank (MEC/BIRD),
has been serving Regions North, Northeast and Centre-
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West, with actions directly implemented, without the
transfer of funds, such as donations of information-
technology equipment to the Municipality Secretariats
for Education, the establishment of the Active School in
1281 municipalities, benefiting 52.132 students, and
the development of the Programme of Support for Mu-
nicipality Secretaries of Education — PRASEM, aimed at
the improvement of educational management.

Technology is also present in the educational re-
forms. A concrete example is TV School, an initiative
that benefits circa one million teachers and 28 mil-
lion students. Schools receive television sets, VIR
equipment, parabolic aerials and, by means of educa-
tional tapes and an exclusive satellite-television
channel, they have access to a high-quality set of ed-
ucational programmes.

Long-Distance Education - TV School
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Culture

The Historical and Cultural Heritage

In the domain of the historical, artistic and ar-
chaeological heritage, actions have been developed
aimed at promoting the restoration of historical and
cultural patrimony.

Programme Monumenta: Preservation of the Histori-
cal Heritage, a partnership of the Ministry of Culture
with the Interamerican Development Bank — IADB and
with the United Nations Educational, Scientific and
Cultural Organisation — UNESCO, finances the preser-
vation of the national historical heritage.

It is the largest investment ever made in the preser-
vation of the heritage in a single period of Government,
having mobilised at its first stage over U$ 200 million.
The funds come from three sources: U$ 62.5 million
from the Interamerican Development Bank (IADB), U$
62.5 million from the Union’s Budget and counterparts
by the States and Municipalities; the remainder coming
from financial institutions and companies.

Project Resgate, as part of the celebrations of the V
Centennial of the Discovery of Brazil, has promoted the
repatriation of over 300.000 documents of our colonial
history, which had been kept at the Overseas Archives
in Lisbon and in other European countries. By 1999,
circa 200.000 documents had been microfilmed and
nearly 40.000 documents in 2000.

Within Programme Brazil Cultural Heritage, which
develops actions geared to the cultural heritage that are
not covered by Programme Monumenta, 693 items of
real-estate property have been revitalised /restored dur-
ing the period 1996-2000.
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Real-Estate Properties belonging
to the Heritage that were

Preserved/Restored
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Music and Scenic Arts

Between 1996 and 1999, funds allocated to actions
geared to music and scenic arts presented an 18% evo-
lution, totalling in the period the amount of R$ 66 mil-
lion. A group of 2466 artists received financial support
to participate in cultural events and cultural exchang-
es, thus widening their possibilities of professional im-
provement and disseminating regional cultural mani-
festations. A total of 54810 different music and scenic-
art materials were distributed, including books, maga-
zines, videotapes and CDs. R$ 1.9 million were invest-
ed in putting in place and/or modernising 97 theatres
all over Brazil.

By means of Programme Support for Orchestras, 34
Brazilian orchestras received financial support, for a to-
tal amount of R$ 3.8 million, which were invested in the
purchase and restoration of musical instruments and
music collections, refurbishment of physical facilities,
concerts and CD recordings.
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The creation and maintenance of music bands in
Brazilian municipalities has contributed to publicising
instrumental music in Brazil and to the promotion of so-
cial life amongst young people and children. Since 1996,
over 1300 bands in Brazil have received this support.

Libraries

Starting from the second half of the nineties, the
greatest expansion of the library system in Brazilian
history has been in course. Between 1996 and 2000,
1014 new libraries have been created all over the coun-
try, with investments of circa R$ 30 million. This
achievement is being possible thanks to the develop-
ment of Programme One Library in Each Municipality,
designed in 1995 and being implemented since 1996.
The programme has already allowed the creation of cir-
ca two thousand new direct jobs.

Installed Libraries
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Audiovisual

The National Movie Production
Motion Pictures Released in the year
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Between 1990 and 1993, the audio-visual produc-
tion in Brazil was of only five films, having evolved to
117 during the period 1994-1999. Only in 2000, 27
films were produced, totalling a production of 144
works in the period 1994-2000.

By November 2000, budgetary funds of circa R$ 10
million had been spent in audio-visual productions,
which made a possible implementing 81 projects, in the
domains of production, marketing, distribution and/or
exhibition of short, medium and full length films, as
well as the attribution of awards to scripts and docu-
mentary films.

Fiction full-length films with budgets below R$ one
million count on the firm support of Government. Pro-
gramme Cinema Brazil was created in 1999 to reward
these new films, which will be exhibited in movie theatres,
in television stations, home videos and other media. Elev-
en films have been selected and received financing of up
to 50% of their cost from the Ministry of Culture.
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Another relevant target of this programme is to in-
crease from 8% to 20% the participation of Brazilian
cinema in the exhibition market.

Project Cinema on the Square, created in 1999, is
one of the most important pillars of the audio-visual
policy, of which one part is the “Rediscovery of Brazilian
Cinema”. Programme Cinema on the Square is geared
to the education of audiences and to the consolidation
of the movie industry in the country, based upon the
idea of itinerant cinema.

The first goal of the project is to bring movies to the
people, so that an increasing number of Brazilians watch
Brazilian movies. It is also aimed at publicising the ba-
sic themes of our social, cultural and historic fabric, so
that each Brazilian can see him or herself as in a mirror
and recognises him or herself. Not less important is the
goal of strengthening the spirit of citizenship.

Spectators of Brazilian Films
(in thousands)
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In the first 15 shows so far presented, Project Cine-
ma on the Square has reached an audience of 7650
spectators.

The number of spectators of Brazilian movie produc-
tions, which did not surpass 350 thousand in 1994,
has reached the figure of 7.5 million in 2000 spectators.
There has been an increase of over 2.3 million as com-
pared to 1999, an extremely positive result.
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Health

Health in Brazil is a right granted by the Federal
Constitution and based upon the principles of univer-
sality, equality and integrality. The Joint Health System
— SUS makes up one of the largest public-health net-
works in the world. It operates in a decentralised man-
ner and devolves to states and municipalities the oper-
ation of services and the implementation of different ac-
tivities. The management of the system also counts on
the participation of society, which operates through
state and municipality health councils in the planning
and control of actions implemented by Government.

In 2001, out of each R$ 10 spent in public health,
R$ 7 come from the Federal Government.

The process of decentralisation of the execution of
actions and of the distribution of funds in the domain of
health has been intensified through the automatic and
regular transfer of federal funds to SUS. Transfers are
made directly from the National Health Fund to the
state and municipality funds, known as fund-to-fund
transfers. Parallel to this, the assistance-based model
is being reorganised according to new bases and crite-
ria, in which priority is attributed to the preventive
character of the service and to total health care.

The Family Health Programme is the structuring axis of
the new model of health care, and it is aimed at expanding
access by the population to basic health services, by
means of Community Agents and Family-Health Teams.

The Community Health Agents — over 154 thousand
— that operate in the country are responsible for the
monthly monitoring of over 91 million people in 4719
municipalities. The number of Community Health
Agents, which in 1994 was under 30 thousand, has

been multiplied fivefold in only seven years.
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Community Health Agents
Number of agents
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The Family Health Programme is aimed at reorganis-
ing the practice of health care, by replacing the tradition-
al model geared to hospitals and to curing diseases. It is
focused on families, allowing Health Teams to have a
more preventive action and to go beyond the therapeutic
practice. In 2001, the 13337 teams that operate in 3389
municipalities are serving circa 46 million people.
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The Children Health and Breastfeeding Programme
was responsible for the expansion of he National Net-
work of Human Milk Banks to 136 units. Deemed one
of the best in the world, the network collects circa 100
thousand litres of human milk per year, benefiting over
70 thousand new-borns under risk situation. Another
important achievement of the programme was the vac-
cination of 17.2 million children from zero to 5 years of
age all over the country.

The indicators show a sensitive improvement of the
basic living conditions of children in this age group:
hospital internment cases due to diarrhoea have record-
ed, in the period 1995-1999, a 50% reduction in urban
areas, and breastfeeding up to the age of six months has
evolved from 47% in 1989 to 84.1% in 1999.

Infant mortality up to the age of one year for each
thousand born alive has decreased from 47,8 in the
early nineties to 35.3 in 2000.
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For 2001, the expectation is that this reduction will
reach the level of 32.4, which means that in 2001 the
death of over 320 new-borns will have been avoided.

In the area of nourishment and nutrition, highlights
Programme Healthy Nourishment, aimed at the reduc-
tion and control of malnutrition and of deficiencies in
micronutrients in health services, as well as at the pro-
motion of healthy nourishment throughout the different
cycles of life.

The main results achieved in 2000 indicate an evo-
lution in the figures of ICCN - Incentive to the Struggle
Against Nutritional Deficiencies: the target of qualifying
4600 municipalities set for the year was surpassed, and
the programme has reached 5026 municipalities in all
units of the Federation, with over 870 thousand benefi-
ciaries. Transfers of funds to those municipalities were
of nearly R$ 12.8 million a month for the struggle
against malnutrition.

Finally, the programme has expanded the vitamin-A
supplementation, using the structure of the National
Multi-Vaccination Campaigns, of the services of child
care and Community Health Agents in all municipalities
in the Northeast Region and many ones in the Jequitin-
honha Valley (Minas Gerais), areas where the vitamin-A
deficiency is deemed endemic.

The reduction of the incidence of AIDS in Brazil is an
achievement of the health programmes put into practice
in the last three years. Currently we may say that the
epidemic is still growing, yet at decreasing rates.

In 1995, the number of cases of AIDS in Brazil was
of 11.9 per each 100 thousand inhabitants. In 1996
this figure rose to 14 per 100 thousand, and has re-
mained at this threshold, with variations of circa 0.5 per
100 thousand until 1998.
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From 1999, the situation has been changing. In 1999,
the Ministry of Health accredited 130 maternity hospitals
for treatment with AZT injections, which has reduced by
up to 70% the transmission of the virus to infants.

In 2000, anti-retroviral medicines were purchased
and distributed to 90 thousand people bearing HIV/
AIDS. Similar and generic medicines are now being pro-
duced in Brazil, which ensures cost reduction and
maintenance for the policy of universality aimed at the
access to anti-retroviral medicines.

Annual Incidence of AIDS Cases
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In 2001, within the framework of Programme Pre-
vention, Control and Assistance to Bearers of Sexually
Transmissible Diseases and AIDS, the number of wom-
en assisted by prevention actions grew by 193%. In ad-
dition to measures aimed at informing the population
on contact risks, 200 thousand preservatives were dis-
tributed to the population by the Ministry of Health,
which corresponds to 40% of the total consumption in

the country.
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Social Security

In 2000, Social Security granted 2.95 million new
benefits, a 31% growth vis-a-vis 1999, when 2.25 mil-
lion benefits were granted.

Evolution of the Amount of Benefits Granted
1995 - 2000
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The important increase in the concession of benefits
is explained particularly by the concession of maternity
wages, according to the provisions of Law n. 9876/99,
which expanded the coverage of this benefit to all wom-
en insured by Social Security and also transferred the
payment system of companies to INSS (National Insti-
tute for Social Security).

The concession of maternity wages highlights due to
the increase of over 400% this year, which meant a leap
from the 166.9 thousand such benefits granted in 1999
to 829.1 thousand in 2000, out of which 427.6 thousand
benefits (over 50%) were paid to special insured women,
as a result of the effort carried out by Social Security and
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by organised bodies in rural areas in terms of building
awareness among rural workers about their rights.

The reform of Social Security has already shown its
beneficial results as far as the concession of retirement
pensions based upon the time of contribution is con-
cerned. This concession has confirmed the declining
trend due to the reduction in early retirements, thus
correcting the distortions that existed before the consti-
tutional reform of Social Security.

Taking into account the stock, during 2000, an av-
erage of 19.5 million social-security benefits were paid
every month, that is, 3.9% more than in 1999. Most of
these benefits are retirement pensions and widow or or-
phan pensions, which represented 82.9% of the total of
benefits paid in 2000.

Evolution of the Number of
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The revenues of Social Security in 2000 presented a
performance 13.4% higher than that recorded in 1999,
by collecting R%$ 55.7 billion. This increase in the col-
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lection of contributions was due to two factors: the im-
pacts of the Social Security Reform and the recovery of
the level of formal employment. Among the measures
imposed by the reform highlight the retention, the col-
lection made by labour courts, judicial deposits, certifi-
cates of public debt, maternity wages and the settle-
ment of municipality debts. These measures alone to-
talled and increment of R$ 3.7 billion in collection.

Evolution of the Net Excision
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The social-security deficit in 2000 totalled R$ 10.07
billion, 7.01% higher than the one recorded in 1999.
As the graph indicates, the growth of the deficit was
quite intense if compared to previous periods. This re-
sult derives from a smaller growth of expenditure vis-a-
vis the increase in revenues.
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Evolution of Net Excision
Dexpenses with social-security benefits and
social-security balance 1995 - 2000 (R$ billion)
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One of the main components of the mitigation of the
deficit was the outcome of the social security reform.
Changes in the conditions of eligibility of retirements
for tenure, a result of the reform, in addition to positive-
ly affecting revenues by extending the period of contri-
bution, also reduce expenses in the short run, by post-
poning the concession of benefits.

Furthermore, the warming up of the labour market
recorded in 2000 brought about positive results, since
it has been widening the basis of social-security collec-
tion by creating more formal employment.
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Social Assistance (Social Work)

The expansion of social-assistance resources has
been important in the last years. The volume invested
in the delivery of services and in the payment of assis-
tance benefits by the National Social Assistance Fund —
FNAS has moved from R$ 580 million in 1996 to R$ 2.9
billion in 2000 — an over four fold increase.

The National Social Assistance Fund
Resources invested - 1996 to 2000
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The Senior-Citizen Welfare Programme continues
the campaign of vaccination against the flu, diphtheria
and tetanus. When it was launched, in 1999, the cam-
paign was directed to the population over 65 years old,
and 7.5 million doses were inoculated. The target audi-
ence was widened in 2000, to include the population
over 60 in the campaign. The total number of doses in-
oculated was 9.3 million, which corresponds to a cover-
age of 70% of the population in that age group, a rate
esteemed important even by the standards of developed
countries.
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% of the senior-citizen

Year Amount of doses population covered
1999 7.5 million 56%
2000 9.3 million 70%

Source: Ministry of Health

Within this programme, 393 thousand senior citi-
zens have been served according to different modalities:
homes for the elderly, residences, social centres, inter
alia, with investments of over R$ 32.6 million. The pro-
gramme has been ensuring the response to basic
needs, aimed at the integration of the elderly into their
families and communities.
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In 2000, R$ 639.5 thousand were spent paying con-
tinued-action benefits to 403 thousand elderly people
having per capita family incomes of up to % of the mini-
mum wage. This benefit being paid since 1996, the
number of beneficiaries has grown over eight times the

original figure.
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The Care-for-the-Disabled Programme (a segment of
the network under agreement to deliver continued- ac-
tion benefits) has used R$ 68.8 million to serve 141
thousand poor disabled people. Circa 807 thousand
poor people, either disabled or suffering from other
handicaps preventing them from working were benefit-
ed with one minimum wage a month. For 2001 the
forecast is to reach 900 thousand people under these
conditions.

Continued-Delivery Benefits
Disabled people having benefited
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Thousands

Two programmes in the domain of social assistance
are aimed at the age group from 7 to 14 years of age:
Elimination of Child Labour and Struggle Against Sexu-
al Abuse and Exploitation of Children and Teenagers.
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In 2000, R$ 180 million have been spent in the
elimination of Child Labour. The programme has pro-
moted the enrolment at, return to and permanence at
school of 395 thousand children and teenagers, in 976
municipalities. In 2001, the intention is to reach 651
thousand children and teenagers.

Elimination of Child Labour
Evolution of expenditure
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First implemented in 1997, in the State of Amazo-
nas, as a response to international denunciations of
sexual exploitation of children in the Amazonian Re-
gion, the Struggle Against Sexual Abuse and Exploita-
tion of Children and Teenagers Programme. Has been
since reorganised and expanded. Circa R$ 5 million
have been invested in funding social and educational
actions of a preventive character and geared to special-
ised care for cases notified, in several municipalities,
benefiting 31.2 thousand children.

Within the sphere of activity of the National Council
for the Rights of Children and Teenagers — CONANDA,
the following instruments and measures have been ap-
proved: the National Plan to Face Sexual Violence
against Children and Teenagers, the restructuring of
the national system of notifications of denunciations of
sexual violence against children and teenagers and the
Information Network on Sexual Violence Against Chil-
dren and Teenagers.
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Poverty Reduction

The 1999 Human-Development Report (UNDP/IPEA)
estimates the per capita income in Brazil at U$ 4.271,
and a degree of poverty of about 28%. According to this
report, the proportion of poor people provided for by the
world standard for countries having per capita income
such as Brazil’s would be 8%. It seems therefore clear
that poverty reduction and the reduction of the number
of people in situations of pauperism has necessarily to
do with an improvement of income distribution.

The combination of the growth of the national per
capita income by 4% a year until 2005, with a reduc-
tion of the inequality by 10%, would cut poverty by
half, that is, over 25 million Brazilians would be out of
the perverse condition of poverty by that year.

By eliminating the political traits of social projects,
new bridges have been built in the social domain between
the indispensable effort of Government and the essential
initiative of society. In the struggle against social exclu-
sion in Brazil, the great deal we have achieved since 1995
is still little. We face five centuries of exclusion. It is a his-
torical inheritance of injustice nourished by slavery, lati-
fundium, income-concentrating industrialisation and so-
cially excluding political authoritarianism.

Another characteristic trait of poverty and pauper-
ism in Brazil is its regional nature. The proportion of
poor people in Region Northeast vis-a-vis the total pop-
ulation is of 60% and that of paupers is of 32%, while
in Region Southeast these proportions are 20% and
6%, respectively.

The main causes of poverty in Brazil also include:
the low level of education, which represents a barrier to
the access of the poor population to the labour market

@



7 7 YEARS OF THE REAL PLAN, STABILITY, GROWTH AND SOCIAL DEVELOPMENT

or to their access to better paid jobs; families headed by
women or by half-caste or black men are more likely to
be poor; and the inadequate conditions of sanitation of
poor households jeopardise the quality of living and
worsen the framework of poverty.

The struggle against poverty is an imperative task
that the Federal Government has undertaken through a
series of policies aimed at redeeming the social condition
that have been implemented during the last six years.

The stability of prices, achieved with the end of in-
flation, was the first battle won against social exclusion.
It had a direct effect over the income of the population.
It has also allowed a better planning of public expendi-
ture by Government, which focused its action on the
poorest.

The effect of stabilisation on the quality of living of
Brazilians, particularly the humblest ones, is undeni-
able. It has put recession and unemployment at a dis-
tance, providing better conditions in terms of nourish-
ment, housing, clothing, education and health.

This improvement in the management of public ex-
penditure takes place by means of a set of programmes
and through the introduction of a result-oriented man-
agement model. Its investments favour social develop-
ment, without loosing sight of the need for implementa-
tion in the sectors of economic infrastructure, the envi-
ronment, information and learning.

There are several programmes in the domain of the
struggle against poverty and social exclusion, amongst
which the Active Community and Project Alvorada Pro-
grammes.

The Active Community Programme operates in the
organisation and mobilisation of the poorer communi-
ties. Assisted by the programme, these communities
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are organised in order to claim improvements and re-
ceive the benefits of social initiatives implemented by
Government, increasing their utility. Also operating in
the poorest municipalities of the country, Active Com-
munity is aimed at inducing the process of local inte-
grated and sustainable development, by means of
partnerships and starting from the agenda defined by
the community itself.

Distribution of Funds of
Plan Avanca Brasil
PPA 2000 - 2003

Others
R$ 112.9 billion

Social Development
R$ 598.4 billion

Economic Infrastructure
R$ 257.7 billion

Productive Sector
R$ 172.6 billion

Information and Knowledge
R$ 16.3 billion

The environment
R$ 8.2 billion
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With a deeply innovating conception, in which eco-
nomic development is not divorced from social develop-
ment, the emphasis of Active Community is put on the
human and social capital, on entrepreneurial capital
and on access to information. The synergy between lo-
cal-level public policies must be the starting point for a
continuous process of mobilisation of the community so
that, very shortly, will no longer depend upon Govern-
ment in order to maintain itself and expand.

By the end of 2001, 15.000 community leaders and
representatives of popular decision-making forums will
have gone through training programmes.

The main target is, by December 2002, to have re-
sponded, in an articulated manner, to over ten thou-
sand items of local agendas decided by the population
of municipalities linked to the programme. Out of those
items, the Federal Government takes charge of 35% of
actions required; the States 33%, Municipalities 21%
and the Service for the Support to Micro and Small
Business — SEBRAE of the remaining 11%.

In the local agendas, activities related to agriculture,
family-farming improvement, agribusiness, tourism,
health, sanitation, environmental management and ed-
ucational programmes, as well as manpower training
and infrastructure-related initiatives are predominant.
The target is to reach at least one thousand municipali-
ties by 2002.

Two other programmes, integrated and complemen-
tary, also fight against exclusion: Solidarity Communi-
ty and Entrepreneurial Brazil. By articulating partner-
ships with the private sector, non-governmental organi-
sations and universities, Solidarity Community devel-
ops three major programmes: Solidarity Literacy and
Solidarity Training. Entrepreneurial Brazil, in turn, is
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devoted to the support of micro, small and medium
business, by creating and maintaining jobs and gener-
ating income.

Project Alvorada meets the need for an intensive
monitoring of the several federal actions and pro-
grammes aimed at building social infrastructure, apt to
improve the living conditions in the most deprived mu-
nicipalities.

The Fund for the Struggle Against Poverty, created
by a constitutional amendment tabled by the National
Congress, will be a substantial complement for covering
the costs of Project Alvorada.

The project’s first stage, called Plan for the Sup-
port of States Having Lower Human Development, will
count, in the period 2000-2002, on scheduled re-
sources of R$ 11.6 billion, out of which R$ 4.2 billion
will come from the Fund for the Struggle Against Pov-
erty. These are actions in the domain of education,
health and social-economic development, including
the sanitation programmes and School Grants. IN
the project’s second stage, called Basic Social Infra-
structure for Deprived Micro-Regions and Municipali-
ties, the funds allocated for the two coming years
amount to R$ 1.7 billion: R$ 1.1 billion form the
Union’s Budget and R$ 600 million form the Fund for
the Struggle Against Poverty.
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The National Plan for Public Safety

The National Plan for Public Safety is aimed at the
prevention and the repression of crime. The Plan,
presented by the Federal Government during the sec-
ond semester of 2000, lists 124 actions organised in
15 commitments, involving several subjects, such as
the fight against drug traffic, the disarmament of so-
ciety, the re-equipment of the police forces and the
reduction of impunity, thus translating the endeav-
our of Government in the struggle against criminality.
In addition, primary prevention actions are being im-
plemented, by focusing and integrating programmes
within the Avanca Brasil Plan, which operate aimed
at the improvement of social-economic conditions in
risky areas and in violence patches.

In the domain of repression, one of the main com-
mitments is that to the fight against drug traffic and
organised crime. By opening 18 new precincts of the
Federal Police, by purchasing 900 new vehicles and
by carrying out integrated actions of the Federal Po-
lice, the Federal Road Police, the Civil and the Mili-
tary Police, important results are produced: in 2000,
the seizure of 156 tons of marijuana was twice as im-
portant as the results achieved in 1999 and over
three times more important than the average of the
four-year period 1996-1999.

The results of the repression of drug traffic keep
growing in 2001. By April, 96 tons of marijuana had al-
ready been seized, as well as 1592 Kg of cocaine. The
increase in the intensity of operations in the 26 States
and in the Federal District should mobilise this year
circa 45 thousand agents.
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The Federal Government, in response to he growing
wave of violence and criminality in the country, has
adopted several initiatives geared to the safety of citi-
zens and society. In order to render the plan feasible,
the National Fund for Public Safety has been created,
a plan that counts on financial resources of the Na-
tional Treasury for a total amount of R$ 1.3 billion,
only for the period 2000 to 2002, primarily allocated to
the Programme for the Safety of Citizens, with projects
for the re-equipment and training of the state police
forces, ostensive police patrolling, the creation of
community police forces and a system for monitoring
the different police forces.

In 2000, circa R$ 257 million were invested in the
purchase of armament and ammunition; construction,
refurbishing and expansion of police facilities and peni-
tentiary complexes, vehicles, aircraft and professional
training.

In the upgrading of the Penitentiary System there
were transfers of about R$ 102 million to the States, in
the areas of construction and refurbishing of correc-
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Distribution of Funds of Programme
Safety for Citizens

Region South Regiao Northeast

R$ 40 million R$ 67 million
Region Southeast Regiao North
R$ 70 million R$ 34 million

Regiao Centre-West
R$ 46 million

Source: Ministry of Planning, Budget and Management

tional institutions, jails and police precincts, projects of
social reinstatement for convicts and penitentiary com-
munity actions.
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The prevention strategy strives for a better focus
and more integration of social programmes within the
three spheres of government. The goal is to promote an
increase in efficiency in the implementation of actions
and in obtaining better results in meeting the needs of
populations residing in the so-called patches of vio-
lence in the metropolitan regions of Rio de Janeiro, Séo
Paulo, Vitoria and Recife, marked by the highest rates
of violence in the country.

It is a major joint effort aimed at the integration of
actions in the domains of education, culture, sport,
health, sanitation, housing and job and income genera-
tion, for the benefit of the populations most exposed to
violence.
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The State Reform

The restructuring of the federal administration is
aimed at fitting the Executive Branch into a new moment
of national life. A time marked by ever-growing demands
on the part of society vis-a-vis the role of the State. Its
timeliness is a consequence of the ongoing transforma-
tions in the relationship between the public and private
spheres, between society and state and municipality gov-
ernments. As a result of this re-organisation, the entre-
preneur State is being replaced by market, at the same
time as it undertakes its role as regulator and supervisor.

The state reinforces its regulatory and supervision
role, as well as that of fostering and carrying out ac-
tions in the social domain.

In a stabilised economy, the challenge of develop-
ment has demanded from Government a deep reform of
the State and the review of concepts that govern its re-
lationship with society. The state model previously in
force was not sufficiently able to invest and this circum-
stance brought about an old fashioned and patrimony-
oriented style of management, overloading institutions
with entrepreneurial tasks.

Thus, the cycle of reforms started with privatisation
was more than a simple operation of sale of assets to
investors. It was part of a process of deep institutional
transformation, aimed at reducing the influence of
State policies on the economy and, thus, reducing the
public deficit, creating new investment opportunities
and strengthening market through competition.

By re-directing public utilities, through the conces-
sion of their exploitation to the public sector, the State
was forced to put together an economic regulation
structure and the means to supervise services now op-
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erating under concessions, thus creating a safer and
more reliable environment for people and the communi-
ty. To do so, Regulatory Agencies were created, which
make up a new institutional model.

By creating an agency, Government determines that
such agency should establish several criteria for the
improvement of customer relations and service delivery
for privatised companies or concessionaires, in addition
to increasing the supply of such services and to setting
standards of efficiency and transparency in the conduc-
tion of their activities. Organised as autonomous agen-
cies, with financial and administrative independence
and with the mandate of their rulers, regulatory agen-
cies are linked to the ministries and organised accord-
ing to service modalities.

Currently there are six agencies:

ANATEL: the National Telecommunication Agency:
it is responsible for the policies of implementation, reg-
ulation and supervision of services that range from ca-
ble-television concessions and their commitments to
the community to the supervision of telephone services.

ANEEL: the National Electric Power Agency: it has
the important mission of regulating and supervising en-
ergy generation, transmission and distribution services.

ANP: the National Oil Agency: it performs a strate-
gic role in the regulation and supervision of all the poli-
cies involving the production of oil and natural gas.

ANS: the National Supplementary Health Care Agen-
cy; it regulates and supervises activities in the domain
of supplementary health care and health plans.

ANVISA: the national Sanitary Surveillance Agency:
deals with sanitary surveillance.

ANA: the National Water Agency: its function is to

supervise and regulate water resources.
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The National Congress is studying bills that cre-
ate the National Land-Transport Agency and the Na-
tional Waterway Transport Agency, as a complement
of the bill that creates the National Civil Aviation
Agency, ANAC.

All this regulating and supervising structure has a
far-reaching purpose for society. It is to replace the old
model of the producer State by a more efficient State
apparatus, one better fitting its essential purpose. A
State geared to collective interests, managed by a really
operating government, both in terms of meeting soci-
ety’s demands and of creating standards to govern ac-
tivities performed by private companies, by social or-
ganisations and by citizens.

An important aspect in the context of the restruc-
turing of the relationship between public power and so-
ciety is the Third Sector. Currently, a whole segment of
non-governmental organisations — funded by private
initiative — is mobilised around issues concerning the
common welfare. The Third Sector allows new alterna-
tives to emerge, starting from collaborative efforts be-
tween the State and Civil Society, in which the final
goal is public interest.

As opposed to the impersonal norms of govern-
ments, and contrary to the quest for profit and personal
gain, which are characteristics of market, there emerges
the need for a joint effort amongst the different agents
of society: companies, the public power, community
and non-governmental organisations. These initiatives
are not incompatible with efficient and responsible pub-
lic policies. On the contrary, such policies are the
starting point of actions allowing a more comprehensive
reflection of common goals among private initiative, the
State and society.

&



7 YEARS OF THE REAL PLAN, STABILITY, GROWTH AND SOCIAL DEVELOPMENT 7

The State is but politically organised society. Society
creates the State as an instance of its own representa-
tion. It is therefore highly valid that Government, as the
enforcer of policies determined within the State, provides
to society as a whole more access to its actions.

In present-day Brazil, at the same time as the econ-
omy fits the new world challenges, the Federal Govern-
ment adopts a management model that emphasises the
transparency of funds allocated and the widespread
dissemination of its performance and of targets met.

Government actions, gathered in Plan Avanca Brasil
200-2003, are organised under programmes aimed at
meeting social demands. There are 388 programmes
with clearly defined targets. A manager has been as-
signed to each programme, these managers are respon-
sible for the performance of his or her programme. This
management system applied to programmes, a true in-
novation in terms of public policies, grants Government
the accurate control of costs and outcomes.

To co-ordinate this effort, there is in place a Mana-
gerial Information System that ensures the real-time
follow-up of the progress of each programme. The dif-
ferent levels of government, their managers and part-
ners, are in constant contact through a virtual network
that provides essential information for decision making.
In addition, several publicising tools, such as web pag-
es available in the INTERNET, grant total transparency
and interconnection, thus allowing the population at
large to count on information and to interact presenting
suggestions and criticisms.

Yet, the most outstanding evidence of the transpar-
ency of this management model is its evaluation sys-
tem. Produced starting from data directly collected from
the Managerial Information System, the Annual Evalua-
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tion Report of the Pluri-Annual Plan - Avanca Brazil
makes available for the scrutiny of society everything
that is being done by the Federal Government and its
partners. Presented to the National Congress, this doc-
ument, with over 600 pages, contains from the progress
of programmes, their physical developments and targets
fulfilled, to a detailed analysis of their outcomes and
recommendations for the future. Counting on this in-
formation, society is able to know where and how the
resources it delivers as taxes are being invested.

The State has become different, not smaller. What
has changed is its role vis-a-vis society. Where there
used to be the concern with the physical reduction of
the size of the State, now one notices that his change
occurs as Government acquires a new role, yet without
waiving its responsibility as the supreme standard-is-
suing, regulating and supervising body.
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The Agrarian Reform

The major achievements in the period from 1995 to
2000 were complementary to one another in quantitative
and qualitative terms, and thus they maximise the out-
comes yielded. In the first instance, it is worth highlight-
ing that, between 1995 and 2000, 465.751 families were
settled within the Agrarian Reform Programme. This pro-
gramme has been complemented, during the last two
years, by Banco da Terra, an innovating instrument that
funds the acquisition of rural real-estate properties with
long periods for repayment and reduced financial charg-
es, in areas chosen by the beneficiaries themselves.

Families Settled
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Source: Ministry of Agrarian Development

In addition to its absolute expression, this figure ac-
quires further importance when one compares the an-
nual average of settlements, from 77.500 families from
1995 to 2000, against the annual average of only 7.267
families during the thirty years after the enactment of
the Land Act, when circa 218 thousand families were
settled. Considering at the same time the higher degree
of assistance provided by Government to settlers, one
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notices that the quality of governmental support to
agrarian development is another important dimension
that must be recorded.

Brazil has become the scene of deep land de-con-
centration, a phenomenon that is more visible when
one notices that we have moved from the 5% position
among countries having the highest levels of concentra-
tion to the 12th position.

In sum, among the major examples of qualitative
progress in terms of agrarian development promoted in
Brazil in the last years highlight: legal and administra-
tive measures aimed at increasing the efficiency of the
process of obtaining land and settling farmers; the de-
centralisation of the process of agrarian reform with
more participation of the other state and municipality
spheres of government, of representatives of workers
and of society within the Council for Sustainable Rural
Development; the democratisation of access to land by
means of Banco da Terra; the improvement of technical-
assistance services delivered to settlers; and the com-
mitment of emancipated producers to PRONAF.
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COLLECTION OF DOCUMENTS

FROM THE PRESIDENCY OF THE REPUBLIC

IN PORTUGUESE
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DISCURSO DE DESPEDIDA DO SENADO FEDERAL
DISCURSO DE POSSE

MENSAGEM AO CONGRESSO NACIONAL - 1995
POLITICA EXTERNA - PRONUNCIAMENTOS (1° se-
mestre de 1995)

POLITICA EXTERNA - PRONUNCIAMENTOS (2° se-
mestre de 1995)

A NOVA FASE DA PRIVATIZA(;AQ

CONCESSOES DE SERVICOS PUBLICOS NO BRA-
SIL

. FATOS E DADOS SOBRE O BRASIL DO REAL

. REAL, UM NOVO COMECO

. PROPOSTA DE REFORMA ADMINISTRATIVA

. PROPOSTA DE REFORMA TRIBUTARIA

. DIREITOS HUMANOS: NOVO NOME DA LIBERDADE

E DA DEMOCRACIA

. PLANO DIRETOR DA REFORMA DO APARELHO DO

ESTADO
MENSAGEM AO CONGRESSO NACIONAL - 1996
OS RUMOS PARA 1996

. PROGRAMA NACIONAL DE DIREITOS HUMANOS

. SOCIEDADES INDIGENAS E A ACAO DO GOVERNO
. COMUNIDADE SOLIDARIA: TODOS POR TODOS

. MERCADO DE TRABALHO E A GERACAO DE EM-

PREGOS

. POR UM BRASIL MAIS JUSTO - AGAO SOCIAL DO

GOVERNO

. UMA ESTRATEGIA DE DESENVOLVIMENTO SOCIAL
. PRONUNCIAMENTOS DO PRESIDENTE DA REPU-

BLICA - 1995

. BRASIL EM AGAO - INVESTIMENTOS PARA O DE-

SENVOLVIMENTO

. POLITICA DE DEFESA NACIONAL

GLOBALIZACAO E OUTROS TEMAS CONTEMPO-
RANEOS

. MENSAGEM AO CONGRESSO NACIONAL - 1997

. DOIS ANOS DE MUDANCAS

. REFORMA AGRARIA - COMPROMISSO DE TODOS
. COMUNIDADE SOLIDARIA - RESULTADOS DE 2

ANOS DE TRABALHO
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39.
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51.

TRES ANOS DE REAL ]
PRONUNCIAMENTOS DO PRESIDENTE DA REPU-
BLICA - 1996 )
DESENVOLVIMENTO SUSTENTAVEL, MUDANCA
SOCIAL E EMPREGO

BRASIL EM ACAO - RESULTADO DO PRIMEIRO
ANO

POR QUE REFORMAR A PREVIDENCIA? LIVRO
BRANCO DA PREVIDENCIA SOCIAL

TRABALHO INFANTIL NO BRASIL - QUESTOES E
POLITICAS

MENSAGEM AO CONGRESSO NACIONAL - 1998
COMUNIDADE SOLIDARIA - TRES ANOS DE TRA-
BALHO

TRECHOS DE PRONUNCIAMENTOS DO PRESIDEN-
TE DA REPUBLICA - 1997

NOVA POLITICA INDUSTRIAL - DESENVOLVIMENTO
E COMPETITIVIDADE

. CONSTRUINDO A DEMOCRACIA RACIAL

. REAL: QUATRO ANOS QUE MUDARAM O BRASIL

. PROGRAMA BRASIL EM ACAO - DOIS ANOS

. MENSAGEM AO CONGRESSO NACIONAL - 1999

. 5 ANOS DO REAL - ESTABILIDADE E DESENVOLVI-

MENTO

. MENSAGEM AO CONGRESSO NACIONAL - 2000
. GOVERNO FEDERAL E OS COMPROMISSOS DA

CUPULA DE COPENHAGUE

. 6 ANOS DO REAL. CRESCIMENTO E DESENVOLVI-

MENTO SOCIAL ]

PLANO NACIONAL DE SEGURANGCA PUBLICA
DIREITOS HUMANOS DIREITO DE TODOS - BALAN-
CO DA CIDADANIA

MENSAGEM AO CONGRESSO - 2001

A REGULACAO DOS SERVICOS DE SANEAMENTO
BASICO NO BRASIL

. 6 YEARS THE REAL PLAN - GROWTH AND SOCIAL

DEVELOPMENT

COPENHAGEN + 5

FIVE YEARS OF THE REAL PLAN - STABILITY AND
DEVELOPMENT

BRAZIL'S MACROECONOMIC STABILITY PROGRAM
1999-2001
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THE REAL PLAN: FOUR YEARS THAT CHANGED
BRAZIL

INTERVIEWS WITH THE PRESIDENT

BRAZILIAN NATIONAL DEFENSE POLICY

THREE YEARS OF THE REAL PLAN - BUILDING A
BETTER BRAZIL

AGRARIAN REFORM IN BRAZIL

. LABOR MARKET AND EMPLOYMENT GENERATION

IN BRAZIL

. NATIONAL PROGRAMME ON HUMAN RIGHTS
. TWO YEARS OF CHANGE

THE IMPACT OF GLOBALIZATION ON DEVELOPING
COUNTRIES: RISKS AND OPPORTUNITIES

. BRAZIL 1996: FROM REFORM TO GROWTH

THE TELECOMMUNICATION SECTOR IN BRAZIL

. THE RESULTS OF THE REAL PLAN
. PRIVATIZATION ENTERS A NEW PHASE

DEUX ANNEES DE CHANGEMENTS
PROGRAMME DE STABILISATION FISCALE
BRESIL: DES REFORMES A LA CROISSANCE
PROGRAMME NATIONAL DES DROITS DE
LHOMME ]

COMMUNAUTE SOLIDAIRE: TOUS POUR TOUS
SOCIETES INDIGENES ET L'ACTION DU
GOVERNEMENT

REAL: CUATRO ANOS QUE TRANSFORMARON A
BRASIL

ENTREVISTAS CON EL PRESIDENTE .

EL MERCADO DE TRABAJO Y LA GENERACION DE
EMPLEOS

DOS ANOS DE CAMBIOS

PROGRAMA NACIONAL DE DERECHOS HUMANOS
BRASIL, 1996 DE LAS REFORMAS AL
CRECIMIENTO
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