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I. POLITICAL SITUATION

1. Introduction

Brazil is the largest country in South America, covering around half of the total surface area of 
the subcontinent. It shares borders with every other South American country except Chile and 
Ecuador. The surface area of the country is 8 547 000 km2 (16 times that of France). The large 
highland region, known as the ‘Brazilian plateau’, and the Amazon basin are the main 
topographical features of the country. The highland region – an eroded plateau – takes up most 
of the southern half of Brazil. The basin of the Amazon in the north takes up a third of the 
country’s surface area. This land is covered in tropical rainforests, the Amazon forest, which are 
very much the ‘lungs’ of the planet.

The population of Brazil is estimated at 189 million. Over 81% of the population is urban. The 
different ethnic groups can be broken down as follows: 55% are whites of European descent,
22% mulattos of mixed European and African descent, 12% mestizos of mixed European and 
Native American descent, 11% blacks and only 0.1% Native Americans.

Brazil ranks fifth in the world in size and population. The federal capital is Brasilia, while the 
most important cities are São Paulo and Rio de Janeiro.

2. Historical background

Discovered in 1500 by the Portuguese, Brazil gained independence in 1822. It became a republic 
in 1889 after a military coup d’état that brought an end to the constitutional monarchy (the 
Empire). The republican constitution, which was proclaimed in 1891, was in force until 1930, the 
year in which the economic depression and regional rivalries resulted in the military intervention 
which brought the populist Getúlio Vargas to power. After his fall, the country went through an 
ephemeral period of democratisation for, in 1964, a new military coup d'état took place. An 
authoritarian, even dictatorial regime took power until 1985. However, during the final years of 
the dictatorship, the armed forces encouraged the transition to democracy, holding free elections 
which were won by the opposition (Brazilian Democratic Movement – MDB), and subsequently 
ceding power to civilian authorities. The adoption of a new constitution and a return to universal 
suffrage led to a new period of democracy. But the economic crisis, which had begun with the 
‘lost decade’ of the 1980s, worsened in the early 1990s under President Fernando Collor de 
Mello, with the annual inflation rate reaching 1 150 %. Industrial production collapsed, 
unemployment rose and poverty levels grew. The economic programme pursued by Itamar 
Franco (the successor of Collor de Mello, who had been removed due to corruption), published 
in April 1993 and implemented by the then Finance Minister, Fernando Henrique Cardoso, 
stimulated renewed growth by accelerating privatisations and combating tax evasion, to the 
benefit of farmers and the poorest strata of the population.

Nevertheless, immense regional, ethnic and cultural disparities persisted and made Brazil one of 
the most inegalitarian countries in the world. Some of these disparities were a legacy of the 
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colonial past, while others had been aggravated during the recent periods of economic 
development (1930-1980). Unfortunately, the "New Republic" which followed has not yet 
succeeded in significantly improving the situation of the country's citizens.

3. Domestic politics

3.1. Institutional framework

Brazil is a federative republic made up of 26 states (United States of Brazil) and the federal 
district of Brasilia. In 1960, the government decided to build the city of Brasilia in the interior of 
the country, declaring it the capital to create a demographic and economic balance within the 
country. The country’s return to democracy in 1985 was given an institutional boost by the 1988 
constitution, which was considered by analysts to be highly forward-thinking.

The president, who is head of the executive, is elected by direct universal suffrage for a term of 
four years, and can be re-elected once. The president’s term of office can be interrupted in the 
event of death, resignation or criminal proceedings. In such a case, the vice-president takes over 
the interim until there are fresh elections. Former President Fernando Henrique Cardoso 
strengthened the role of the executive, for although he enjoyed a majority in Congress, he often 
governed by means of ‘temporary measures’, decrees which, with the consent of Parliament, 
were made permanent, thus in practice becoming new laws. On 15 August 2001, Congress 
passed an amendment to the Constitution limiting the president’s use of ‘temporary measures’.

The legislative system is bicameral and Congress (Congresso Nacional) is made up of the Senate 
(Senado Federal) and the Chamber of Deputies (Câmara dos Deputados). Representatives of the 
legislative body are elected at local level in the federal states and the federal district. Each of 
these is represented by three senators, elected for eight years and the elections are staggered. The 
Senate has 81 members, some of whom are replaced every four years. The number of deputies 
elected per state (elected for four years) varies according to population. The current Chamber of 
Deputies consists of 513 members.

Regional government reflects the federal system. Executive power is exercised by a directly 
elected governor, while legislative power is held by a single chamber. Relations between the 
federal government and the regional governments have at times been strained, as, since 1998, the 
latter have held all the powers not attributed to the federal government in the constitution. It 
should be pointed out that each state has its own Court of Justice, whose status and competencies 
are laid down in the constitution to avoid any risk of a conflict of jurisdiction or of a different 
interpretation of national laws by individual states. The Supreme Court is made up of 11 judges 
appointed by the president after approval by the Senate. After 13 years of parliamentary debates, 
Congress promulgated the reform of the judicial system on 8 December 2004, which provided 
for the creation of mechanisms for external control of the judiciary. The most controversial point 
was the creation of a National Justice Council (CNJ), the objective of which was to control the 
activities of the courts and their budgets.
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The liberalisation of the political climate in the 1980s led to the creation of some 40 political 
parties. The most important parties remain, however, the Workers’ Party (PT), the Party of the 
Brazilian Democratic Movement (PMDB), the Brazilian Social Democratic Party (PSDB), the 
Party of the Liberal Front (PFL), the Progress Party (PP), the Brazilian Labour Party (PTB) and 
the People’s Socialist Party (PPS, the name of the Brazilian Communist Party since 1992). At 
first sight the political system appears to be extremely fragmented, but in practice it consists of 
two coalitions, one pro-government and the other in opposition. In his two terms of office, 
President Cardoso enjoyed a majority in Congress and was able to see through the vast majority 
of his proposals.

Party affiliation can often be quite loose. In order to avoid the political "transfuguismo", the 
Supreme Court adopted an important ruling on 5 October 2007, which if implemented, is to set 
an end to the chronic party-switching that has long fuelled instability in the legislature. Under the 
decision, which upheld a March ruling by the Tribunal Superior Electoral (TSE, the electoral 
tribunal), federal deputies who switch parties after elections will henceforth have to forfeit their 
seats in Congress. During the previous four-year legislative session (2003-2006), 193 out of a 
total of 513 deputies changed parties.

3.2. Political development

3.2.1. The presidency of Fernando Cardoso (1994-2002)

President Fernando Cardoso, who created the ‘real plan’ while Minister of the Economy, that is, 
the creation of a new currency, the real, tied to the US dollar, came to power in 1994. Chronic 
inflation, which before the introduction of the new currency had reached a daily rate of 1.8%, fell 
six months later to 2% per month, a particularly praiseworthy figure by Brazilian standards. The 
success of President Cardoso’s economic policy, bringing an end to hyperinflation and 
stabilising the economy, justified his victory in the presidential elections of 1994 and 1998. 
However, according to observers, this economic policy, which puts the emphasis on world 
integration according to the principles of economic globalisation as envisaged in the 
‘Washington consensus’1, has been unable to develop a proactive social policy to reduce social 
inequality. President Cardoso was unable to rebalance the distribution of wealth, one of the most 
unequal on the planet: the richest 20% of Brazilians account for 63.8% of income, the poorest 
20% only 2.5%.

Thus President Cardoso’s legacy has been mixed. Brazil’s democratic institutions continue to 
function smoothly, as demonstrated by successive presidential elections since the end of the 
military regime and the regular changes of power at municipal, state and federal level, despite 
the corruption and scandals that dogged the closing years of President Cardoso’s second term of 
office. Yet the undeniable success of financial stabilisation and free-market restructuring of the 
economy was not accompanied by reforms at the level of social structures which he had 
denounced in his work as a sociologist.

                                                  
1 This was a series of measures designed to stabilise the economies of Latin American countries: opening of 
markets, privatisations, controlling inflation, deregulation and budgetary discipline.
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3.2.2. The elections of October 2002

President Fernando Cardoso, after two successive terms of office, was prevented by the 
constitution from running for a third term. The four presidential candidates on 6 October 2002 
were all left or centre-left: José Serra, heir apparent to President Cardoso (Brazilian Social 
Democratic Party); Luís Inácio da Silva, known as ‘Lula’ (Workers’ Party); Anthony Garotinho 
(Brazilian Socialist Party); and Ciro Gomes (People’s Socialist Party). The latter-two failed to 
make the second round on 27 October 2002, which Luís Inácio da Silva went on to win with 
61.3% of the vote to José Serra’s 38.7%.

Luís Inácio da Silva had already stood for the presidency in 1989, 1994 and 1998. Born in the 
state of Pernambuco, Lula had moved to the south, like hundreds of thousands of north-
easterners (before him and since), driven from their region by poverty. Da Silva became a trade 
union leader in São Paulo and in 1980 founded the Central Única dos Trabalhadores (CUT) and 
then the Workers’ Party (PT) which has, over 22 years, managed to impose an honest and 
innovative style of political management, increasing its support considerably1.

3.2.3. Action taken by the first Lula government

The first Lula government came to power in January 2003. Its results have been mixed. They 
have been good at the economic level (business circles have been reassured and exports and 
employment are picking up), but disappointing in the social sphere. 2003 was mainly devoted to 
reform of pensions and taxes inherited from the previous government, constitutional reforms 
needing a two-thirds majority. A good part of the new government's political capital, therefore, 
was spent on ensuring the support of the opposition parties which made it pay heavily and 
drained the reforms of part of their substance, as was the case with the wealth tax, inheritance 
and the minimum wage which was increased from BRL 240 to 260 (EUR 69 to 75)2. Moreover, 
the Lula government, favouring the implementation of social programmes ("Zero Hunger" and 
"Family Purse" - targeting the poorest groups), has tended to overlook the middle classes, which 
provided decisive electoral support. They are, in fact, the very ones who suffer the changes 
demanded by his strategy: employees of an indebted State or salaried employees of companies 
open to international competition, they find themselves in the front line suffering the famous 
"structural adjustments": (reduced pensions, unemployment, etc.).

These mixed results led to a cabinet reshuffle in January 2004 which involved a greater role of 
the PMDB (centre) in government and the promotion of two rising stars in the PT, Patrus 
Ananias and Tarso Genro, former mayors of Belo Horizonte and Porto Alegre, who were 
appointed ministers of social development and of education respectively.  This reshuffle did not 
stop the PT from losing the presidency of the Chamber of Deputies in February 2004 (the third 
highest political position in the State hierarchy) and the city councils of São Paulo and Porto 
Alegre during the second round of municipal elections on 31 October 2004.  Out of 44 
municipalities, the PT still won in 11, including Fortaleza, Vitoria and it penetrated into the State 
of Rio de Janeiro.  After these mixed electoral results, the da Silva government tried to reinforce 
its base with political alliances with the centre party (PMDB) and also one from the right (PP -
                                                  
1 See annex II.
2 In January 2005, the minimum wage was set at BRL 300 (EUR 87).
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the Popular Party) with a view to the presidential election of 2006. This strategy was not 
crowned with success as, on 12 December 2004, the PMDB, the principal ally of the PT, decided 
to quit the power coalition and present its own candidate for the presidential ballot.

2005 was a decisive year for the government of Brazil. President 'Lula' could not count on the 
unconditional support of the social movements which criticise the timidity of the social reforms 
which he was elected to carry out. He committed himself to restoring jobs and security in the 
towns, to helping family agriculture and to distributing land to the peasants who have none, to 
helping the most deprived and guaranteeing three meals a day to all Brazilians before the end of 
his term of office (the Zero Hunger programme). However, his agrarian reform is judged 
inadequate by the Landless Workers' Movement (MST) which is pursuing a campaign in favour 
of agrarian reform by occupying large holdings lying fallow throughout the country, while the 
Homeless Workers' Movement (MTST) is increasingly taking over empty buildings in São Paulo 
and its large suburbs.

Serious accusations of corruption involving Lula’s closest associates and allies began to emerge 
in 2005, leading to a series of Congressional investigations. Despite attempts to minimise and 
contain the crisis, the scandal has seen the resignation of several leading figures in the PT, and 
investigation continues in Congress. The scandals dominated press coverage in the build up to 
October 2006’s Presidential, Congressional and State Governor elections. 

3.2.4. The elections of October 2006

a) Presidential election 2006

Although the main contest was between President Lula and Geraldo Alckmin, there were a total 
of eight candidates standing in the first round of the presidential election on 1 October 2006. 
Challenges to Lula's re-election bid from two former PT members, Senator Heloísa Helena of the 
newly left-wing Party of Socialism and Liberty (P-SOL) and his former education minister 
Cristovam Buarque standing on behalf of the PDT, was the direct result of a loss of support 
among the hardcore left of the PT because of the ending of the party's reputation as a more 
ethical party than its peers and the adoption of austere economic policies in government. 

President Lula won the second-round run-off vote in October 2006 by a large margin. He won 
60.83% of the vote. The former governor of São Paulo, Geraldo Alckmin of the PSDB came in 
second, with 37.5 million votes (39.17%). Indeed, President Lula would have won the elections 
outright in the first round if a new scandal had not emerged implicating the PT shortly before the 
vote. He dismissed his campaign coordinator just days before the first round, repeating a strategy 
that had enabled him to distance himself from earlier scandals implicating close allies such as 
former chief of staff José Dirceu and Finance Minister Antonio Palocci. President Lula also 
distanced himself from the PT during the scandals and during the election campaign, with his 
victory a personal one rather than one shared with the PT.

Lula's enduring popularity despite the scandals was attributed largely to the performance of the 
economy. Despite disappointing growth, lower inflation and a higher minimum wage had 
increased the purchasing power of the poor. In addition, cash transfers under the Bolsa Família 
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programme, which by the time of the elections reached 11.1 million families, had provided a 
lifeline to many people struggling to meet their basic needs. This was reflected in voting 
patterns, with support for Lula highest in areas with the lowest human development index and 
support for Alckmin higher in richer parts of the country.

b) Congressional election 2006

Elections for the 513-seat Chamber of Deputies resulted in the arrival of 236 deputies who had 
not previously held seats equivalent to a renewal of 46% of total seats, slightly more than after 
the 2002 and 1998 elections. 

The PMDB, which came in third place in the 2002 elections behind the PT and the PFL1, 
emerged as the largest party in the Chamber of Deputies following the 2006 elections, while the 
PT slipped into second place. However, the PT did not do as badly as had been initially feared 
and predictions early in the campaign that it would lose 30-50% of its representation as a result 
of the cash-for-votes scandal were not fulfilled. Instead, the PT won 83 seats in the Chamber of 
Deputies - not as many as the 91 it had gained in the 2002 elections. In contrast the main 
opposition party the PSDB won four fewer seats than in 2002, securing the election of 66 
deputies; while the PFL lost 19 seats. 

There was some movement of legislators between the parties which benefited the governing 
coalition between the elections and the January 2007 inauguration of President Lula. One of the 
parties that benefited the most was the Liberal Party, which had 23 deputies elected, but saw its 
representation rise to 34 by the time the new Congress was sworn in February 2007. However, if 
a ruling by Brazil's Supreme Electoral Court (TSE) in March 2007 that seats in Congress belong 
to parties rather than individual candidates is upheld by the Supreme Court, then the 
government's majority could be eroded. Around 37 deputies who are believed to have switched 
parties since the elections could lose their mandate if the ruling is applied. 

The heads of the Senate and Chamber of Deputies were elected in February 2007. Renan 
Calheiros (PMDB) is the President of the Senate and Mr Arlindo Chinaglia (PT) is the President 
of the Chamber of Deputies. Both Presidents are influential in setting the voting agenda in 
Congress and play a pivotal role in helping to build a political consensus prior to key votes. The 
President of the Chamber of Deputies is also third in the line of succession in the event of the 
President's impeachment or early death.

The next presidential and congressional elections will be held in October 2010. President Lula is 
not permitted to run for a third consecutive term. He had already said that he has no plans of 
becoming president of the republic again. The next municipal elections will take place in 2008.

3.2.5 President Lula's new government

President Lula was sworn in for a second four-year term on 1 January 2007. In his inauguration 
speech, he pledged to defend the interests of the poor and also emphasised the need to bring 
                                                  
1 The opposition contre-right Liberal Front Party (PFL) voted at its national convention in March 2007 to change its 
name to Democrats.
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about faster economic growth, but with fiscal responsibility. President Lula promised a 
government that would be "popular", but not "populist" and said that the words that would 
characterise the next four years would be "to accelerate", "to grow" and "social inclusion". As 
the political life in Brazil is characterised by the often difficult relations between the executive 
and legislative bodies and the powerful state governors, who wield considerable power over their 
regions, President Lula's ability to implement his political agenda will continue to depend largely 
on his capacity to form strong alliances within Congress. These alliances are often damaged by 
corruption scandals. The last one paralysed the Upper House for four months.

The Senate president, Renan Calheiros (PMDB) was accused of influence-peddling. He is a close 
ally of the Brazilian president, making the allegations even more valid.   . President da Silva has 
minimised the risks of backing his coalition colleague by giving his support to an investigation 
and only asserting that Renan Calheiros is innocent until proved guilty. On October 11th 2007, 
Mr Calheiros took the decision to step down temporarily in order to defend himself against 
corruption charges. The Senate president was threatened by an expulsion from the Upper House. 
Expulsion carries with the loss of political rights for a period of eight years. The "Renan affair" 
caused major divisions in the legislature, both between the government and the opposition and 
within the ranks of government supporters. The affair has seriously affected the government's 
ability to secure the passage of an important piece of legislation, the extension to 2011 of the 
CPMF, a tax on financial transactions that generates around US$ 20 bn annually, Renewal of the 
CPMF requires a constitutional amendment, which in turn needs a 60% majority in two separate 
plenary votes in each house. 

The bill was passed in  the lower house, but its passage in the upper house was looking 
increasingly uncertain. The PMDB's votes will be critical to securing the extension of the CPMF. 
President da Silva´s government's lack of solid PMDB support during his first term was a major 
reason why so little was passed in the way of reform.

On 22 January 2007, President Lula announced the government's long-anticipated programme to 
accelerate economic growth (PAC). Investment under the PAC will amount to 504 billion reais 
(US$ 236 billion at current prices). Although the PAC includes tax breaks already included in the 
budget for a law promoting small and micro-sized business approved late in 2006, the PAC will 
require the approval of at least 11 provisional measures and five bills by Brazil's Congress. This 
means that the success of the economic growth programme will ultimately depend on President 
Lula's ability to maintain the unity of his governing coalition in order to secure the passage of 
reforms in Congress. 

As the PAC is regarded as the centrepiece of President Lula's administration's second term, it 
will be important to achieve the goal of generating 5% annual GDP growth in order to avoid 
negative repercussions for the government. 

The government's approval rating was down to 46.5% from 47.5% in last June. However, on 
October 16th 2007, its approval rating reached 61.2%. Analysts attributed the president's 
enduring popularity to the Brazilian economy's performance, public confidence in employment 
prospects and the government's social programmes. 
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3.3. Human Rights

The Brazilian Government is committed to protecting human rights. Brazil's first National Plan 
for Human Rights was unveiled in 1996 and a National Secretariat for Human Rights was 
created in 1997, but lost its Ministerial status in July 2005. President Lula has also appointed 
Special Secretaries for Women's Rights and Promotion of Racial Equality. Principle human 
rights concerns in Brazil include police violence and impunity, poor prison conditions, access to 
legal advice, violence and discrimination against indigenous communities and landless people, 
human trafficking, major deficiencies in the realisation of children’s rights, torture, working 
conditions, and corruption with relative impunity for those involved. 
The Government has introduced a number of programmes, for example, Bolsa Familia, the Zero 
Hunger programme and the Programme for the Eradication of Slave Labour. It has recently 
ratified the Optional Protocol of the UN Convention Against Torture. 

a) Crime and the lack of security

With 50 000 homicides a year, Brazil verges on having 10% of the murders of the whole planet, 
most of which are due to 'futile' motives, brawls, settlements of accounts, committed with 
handguns or knives. However, in large cities such as Rio, the number of homicides has exploded 
with the traffic in assault rifles. In the name of the fight against crime and drug trafficking, 
groups of police and armed civilians (death squads) have multiplied the number of summary 
executions in the Brazilian favelas.
Mr da Silva's government, which has always considered that crime was the result of poverty, 
unemployment and the lack of opportunities, has stated its intention to combat it. In July 2007. 
President sa Silva approved a new National Public Security with Citizenship Programme 
(Pronasci). The programme anticipates the investment of 4.8 billion reais (US$ 2.5 billion) to 
integrate public-security policies with social programmes initially targeting the 11 most violent 
regions in the country. Pronasci contains a total of 72 measures aimed at tackling the social 
causes of crime, with particular focus on young people considered at risk. Other measures 
include salary adjustments for the police and a housing fund for police on the lowest salaries or 
living in areas of risk. These proposals are all positive steps. Nonetheless, its implementation 
will be dependent on the willingness of the Finance Ministry and state and municipal 
governments to provide some of the funding.

b) The truth about the recent past

The Brazilian government decided, on 7 December 2004, to lift the confidentiality of archives on 
the military dictatorship (1964-85). The repression in Brazil did not reach levels comparable to 
those of Chile or Argentina. The report 'Brazil: never again, 1985' listed 125 people who had 
disappeared between 1964 and 1979. Moreover, the State has for a number of years been 
compensating all victims, including those made redundant for political reasons. On August 28th

2007, the government released the first-ever official report into human rights abuses committed 
during Brazil's military dictatorship (1964-1985). The book, which took 11 years to research, is 
entitled 'The Right to Memory and Truth' and covers the cases of almost 500 people, who were 
tortured or kidnapped by the military. It is significant that the report has been published by a 
government whose president was himself imprisoned for leading strikes in opposition to the 
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military government. Publication of the report has been welcomed by relatives of those who 
disappeared or were killed during the dictatorship, but does not go as far as some would like.

4. Foreign policy

Brazil is a key player on the world stage. It is at the forefront of efforts to deepen Latin American 
integration, through its membership of Mercosur, the Rio Group, ALADI and other regional 
groupings. It was a driving force behind the founding of the South American Community of 
Nations in December 2004. Brazil founded, and plays a co-ordinating role in the G20 group of 
nations in WTO negotiations. It is an active and influential member of the United Nations where 
Brazil leads the UN peacekeeping force in Haiti (MINUSTAH) and participates in the 
multinational presence in Timor Leste. 
Under President Lula, Brazil has been particularly active in its engagement with other emerging 
powers, particularly India, South Africa, China and Russia. Brazil, India and South Africa have 
established a more formal grouping, called the G3 or IBSA, and co-ordinate activity across 
various areas. The three countries have come together in order to exert greater pressure at the 
WTO negotiations, a move which has upset the United States. Through its role as a leader within 
Latin America, Brazil has encouraged closer co-operation between the region and the Middle 
East. Africa is also a stated priority of President Lula's administration, reflected by high-level 
visits and an expansion of Brazil's diplomatic representation in Africa. 

Brazil supports reform of the United Nations, both the Security Council and more widely. Brazil 
has put itself forward as a candidate for a permanent seat in an enlarged Security Council and has 
the stated support of a significant number of countries. 

President da Silva wants to improve the image of his country on the international scene. For this 
reason, he has increased the number of visits to other countries and international forums like the 
WTO, where he attends as a spokesperson for the emerging economies, criticising the farming 
subsidies granted to the countries of the northern hemisphere, demanding access to the 
manufacture of generic medicines, particularly anti-retroviral drugs, and suggesting the creation 
of a global anti-hunger fund which would be financed by means of a tax on arms exports.

4.1. Relations with Latin American countries

Internationally speaking, Brazil is heavily involved on the subcontinent. It was one of the 
founding countries of Mercosur and is its nerve centre. Mercosur, an organisation of regional 
integration based on the European model, includes Argentina, Brazil, Paraguay Uruguay and 
Venezuela, with Chile, Bolivia, Peru, Colombia and Ecuador as associate members. Mercosur is 
now the third largest trading bloc in the world. Even though it is still far from being a complete 
customs union, and remains very obviously an intergovernmental body, it is tending towards 
more extensive integration in areas other than trade alone. Mercosur has achieved a great deal in 
less than a decade. Its Member States have achieved highly promising growth rates, and trade 
within the region has trebled. However, the bloc also has certain weaknesses: asymmetry 
(Argentina and Brazil are the core of the bloc), social fragility (despite economic growth, 
Mercosur has not reduced social inequality) and institutional fragility (the institutional structure 
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remains unsound, exacerbated by the lack of community-wide jurisdiction or law). Sadly, the 
Argentinian crisis has had very negative repercussions on Mercosur: Brazilian exports to 
Argentina have fallen by 70%, Uruguay’s offshore banking system has been through crisis, and 
millions of unemployed Paraguayan migrant workers have been sent home.

Brazil is trying to strengthen Mercosur and, in this context, has moved closer to Argentina.  It 
has also acted as mediator during the recent crises which have shaken Bolivia, Colombia and 
Venezuela.  President Lula has been keen to develop closer ties with South American partners, a 
tactic many see as an attempt to counter the influence of Venezuelan President Hugo Chávez. It 
also reflects the current enthusiasm for deeper regional integration and cooperation prevalent in 
the region.

4.1.1 Venezuela

Hugo Chávez and Fidel Castro had criticized the recent signing of an ethanol alliance between 
Brazil and the United States, even though the recent agreement signed by the two countries in 
March 2007 was fairly modest in scope. President Chávez's comments during President Bush's 
visit to the region ensured a clash between the United States' so-called "ethanol diplomacy and 
the petrol-diplomacy" sponsored by President Chávez. Venezuelan president's ally Cuban 
President Fidel Castro added further fuel to the fire saying that ethanol policy will endanger food 
production and could result in 3 billion premature death around the world from hunger and thirst!

A diplomatic incident between Brasilia and Caracas has followed a motion by the Brazilian 
Senate in June 2007 criticising President Chávez's decision to shut down the opposition TV 
channel RCTV. President Chávez slammed the Senate as "Washington's parrots". Brazil's 
opposition parties in Congress threatened not to ratify Venezuela's entry into Mercosur if 
President Hugo Chávez didnot retract his criticism of the Brazilian upper house. Relations 
further deteriorated as the Venezuelan president threatened to exit the  Mercosur altogether 
should Brazilian and Paraguayan Congresses fail to give the green light.

4.1.2 Bolivia

Bolivian President Evo Morales' decision to nationalise the hydrocarbons sector has led to a 
heated dispute between the Bolivian and Brazilian state oil and gas companies and the two 
governments. After several months of tense negotiations on 10 May 2007, Bolivia's state-owned  
YPFB agreed to pay its Brazilian counterpart (Petrobras), US$ 112 m for the assets and 
inventory of Empresa Boliviana de Refinación (EBR). In this case both sides appear to have 
made concessions. The Morales' government's initial tough stance was clearly not in its interest. 
Its dependence on Brazil as a market and investor makes it unwise for it to risk alienating 
Petrobras or Brazil's government. Brazilian President da Silva has also avoided any direct 
confrontation with La Paz over nationalisation. Had the dispute escalated, threatening disruptions 
in gas delivery and power cuts in Brazil, Mr da Silva might have quickly changed his tune. 
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4.1.3 Mexico

In August 2007 the Mexican and Brazilian government signed  a series of agreements for 
cooperation. The relations between Mexico and Brazil were not given a high priority during 
President Lula's first term. This was due to Brazil focusing on its Mercosur partners and perhaps 
a lack of political affinity with the conservative PAN government in Mexico; as well as the 
potential for the two largest economies in the region to see each other as competitors, rather than 
partners. Meanwhile, Mexico has traditionally looked north to the United States or focused on 
countries in Central America. The recent contacts between north and south Latin American 
countries may have broader repercussions for the balance of power in the region at a time when 
Venezuela's President Hugo Chávez is also trying to assert his influence.

4.2. Relations with the United States

On 10 December 2002, President-Elect da Silva met President George Bush in Washington. 
Political pragmatism appears to prevail in relations between the two countries. The United States 
needs Brazil to bring their plans for the FTAA (Free Trade Area of the Americas) to fruition, as 
well as to combat drug trafficking and terrorism, while Brazil is ever conscious of Washington’s 
weight in international financial institutions. But sticking points remain, and the FTAA 
represents a bone of contention between Brazilians and Americans. Lula intends to negotiate ‘on 
equal terms’ with Washington and disapproves of American protectionist economic policy. The 
Brazilian President's declared desire to strengthen Mercosur to increase the power of the South-
Americans in the FTAA and his demanding concessions from the United States on farming 
subsidies and import restrictions will probably lead the negotiations to a standstill. Moreover, 
Brazil did not support the US intervention in Iraq and disapproves of Washington's policy 
towards Cuba and Venezuela. However, the US wants warmer relations with Brazil. It means a 
recognition of the strategic importance of Brazil as the largest economy in the region as well as 
its potential to act as a stabilising force, with perhaps greater influence over countries such as 
Venezuela or Bolivia, where intervention by the US is not welcome. As the world's two largest 
ethanol producers, greater cooperation is needed if Brazil's desire for a global market is to be 
realised. The two countries could also play an important role in helping to move the stalled Doha 
global trade talks forward.

4.3. Other countries

The President of Brazil has also demonstrated his desire to draw closer to regional powers (South 
Africa, India, China and Russia) in order to promote multilateralism.
Since 2003, Brazil has been forming an alliance with South Africa and India, whilst making it 
clear that this 'G3' has no intentions of opposing the G8.  The three countries, which have already 
engaged in battle together against the pharmaceutical multinationals to give more democratic 
access to AIDS treatments, have undertaken to back each other to get permanent seats of the UN 
Security Council. Moreover, Brazil wishes to achieve closer political and trade relations with 
China and Russia, where the former became Brazil's third largest customer in 2003.
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4.4. International organisations

Brazil wants to strengthen international organisations such as the UN and the WTO.  Since the 
latter's conference in Cancun in September 2003, Brazil has become one of the leaders of the 
G20, and has become a voice that cannot be ignored in the dialogue of the deaf between the great 
powers and the NGOs at the heart of the WTO.

For relations with the European Union, see III below.
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II. ECONOMIC SITUATION

1. Introduction

From the 16th to the 20th century, Brazil was marked by a series of economic cycles 
characterised by successive exportation of certain products: pau-brasil (brazilwood), sugar, gold, 
coffee and cocoa. The colonial period (1500-1822) left a heavy legacy including the maintenance 
of a plantation economy and great social inequalities, from which have spring a good number of 
the problems the country is still dealing with today. Also, even after independence, exports, 
which account for less than 10% of the GDP, are still vital to the country as it is the earned 
surplus that make it possible to pay the interest on the enormous Brazilian foreign debt. 

From the inter-war period onwards, the government has encouraged import substitution 
industries, giving rise to a significant secondary sector.

In the 1950s, but above all from 1960 to 1974, Brazil enjoyed considerable economic growth 
with combined rates of between 5 and 10% per annum, giving rise to the term ‘Brazilian 
miracle’. The country’s development is based on an open economy, marked by heavy 
agricultural exports, and a modern industry, making it an agricultural giant as well as a New 
Industrialised Country (NIC).

Despite the country’s great potential (it is the largest producer of coffee and citrus fruit in the 
world and the second largest producer of soya1, cocoa, sugar and cattle), millions of inhabitants 
working in rural areas live in extreme poverty. As a result, there is a constant rural exodus of 
hundreds of thousands of people every year to the favelas of the cities. Modernisation of 
agriculture, from the 1950s on, has in practice created a quite modern sector, made up of some 
500 000 holdings, accounting for the greater part of agricultural exports. On the other hand, it 
has also produced a backward sector, made up of around 5 m farms of various sizes, operating at 
very low levels of productivity, but accounting for a considerable proportion of food production.

The economic transformations of the 1960s and 1970s brought about a renewal of the working 
class. At the same time as new social and political movements (such as the Workers’ Party), it 
created an opposition bloc which, spurred on by the debt crisis of the 1980s, hastened the end of 
the dictatorship. All the same, the liberal opposition forces which came to power after the fall of 
the military dictatorship have not managed to solve the country’s economic problems. Economic 
activities are divided between the primary sector (23%), the secondary sector (23%) and the 
tertiary sector (54%).

                                                  
1 Soya is one of the key elements of the Brazilian agro-industrial complex. The introduction of genetically modified 
species (decree of 25 September 2003) provoked considerable opposition.  In 2002, soya exports brought in some 
EUR 6 billion to Brazil.
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2. Economic performance (1980-2002)

At the end of the 1980s, Brazil, like its Latin American neighbours, pursued neoliberal economic 
policies. Upon becoming president in 1994, Fernando Cardoso began a programme of combating 
inflation. His policy of economic openness attracted foreign capital to Brazil, rising from 
EUR 43 300 m in 1995 (6% of GDP) to EUR 201 500 m in 1999 (21.6% of GDP). By offering 
the highest interest rates in the world, President Cardoso obtained funds that have enabled him to 
strengthen the real plan and considerably reduce inflation. While interest rates may have been 
attractive, however, allowing Brazil to swell its monetary reserves and fund important 
development projects, they could not remain high for long without making payment impossible. 
To lower the rate without affecting the parity of the currency, the country needed to open its
borders to greater competition, modernise and privatise the industrial sector and improve welfare 
benefits and the pension system for civil servants; this represents a great number of structural 
reforms that are difficult to put into concrete terms. Increasing numbers of obstacles thus forced 
the government to maintain high interest rates, resulting in a slowdown in consumption. Investor 
confidence was already falling before the Russian financial crisis of summer 1998, which 
followed the Asian crisis of the previous year.

Worsening public deficit (8.4% of GDP in 1998) increased market anxiety. In late 1998, the real 
was the victim of a serious speculative assault. The haemorrhage of monetary reserves forced 
Brazil to negotiate USD 41 000 m of international aid from the IMF to rescue the currency, in 
exchange for an austere and effective economic programme: clear reductions in infrastructure 
development budgets (particularly transport), reinforcement of direct and indirect taxation, and 
increased social security contributions.

From March 1999, the Brazilian economy showed signs of recovery. Over the course of winter 
1999-2000, the real stabilised at around BRL 1.74 to the US dollar (that is, a depreciation of 45% 
compared with December 1998). Thus prices in 1999 effectively rose by only 4.9%, a 
spectacular outcome given the sharp rise in the price of a barrel of oil, 30% of Brazil’s oil 
requirements coming from imports.

But this austerity exacerbated inequalities in the distribution of wealth. In two years, from 1998 
to 1999, average income fell by 1.6% as a result of poor growth. While unemployment may have 
remained stable (7.6% in large urban centres), long-term unemployment became more of a 
problem, especially in São Paulo. Violence in urban areas grew apace.

The opening up of the economy has also seen a rapid upturn in imports, bringing about the 
highest trade deficit in the country’s history. This deficit, exacerbated by the influx of 
speculative capital, has had direct consequences on the balance of payments. While exports grew 
from EUR 35 680 m (1992) to EUR 53 020 m (1997), imports have more than trebled, rising 
from EUR 20 900 m to EUR 62 500 m. At the same time, the balance of payments fell from an 
excess of EUR 154 000 m to a deficit of EUR 8 400 m.

At the same time, the level of public-sector debt has increased considerably, from 30% of GDP 
in 1994 to 61.9% in July 2002. This is a catastrophic outcome for a government claiming that the 
state was spending a lot and spending unwisely, and whose central objective in fighting inflation 
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has been fiscal consolidation. In late 2004, Brazilian public debt made up around 51.9% of GDP, 
or some USD 360 600 m.

In this context, Brazil has once again had to request help from the IMF. In September 2002, the 
IMF gave Brasilia a loan of EUR 30 500 m, of which 6 100 m was made available immediately 
so that the departing government of President Cardoso could end its term of office without 
having to declare a moratorium. President Lula had to sign the agreement as a sine qua non for 
receiving the remainder of the money.

3. Increased poverty

Brazil, the tenth largest economy in the world, is only 73rd in the Human Development Index 
published by the UNPD (United Nations Development Programme). Out of 189 m inhabitants, 
around a third (59 m) live below the poverty line (USD 2 per day) and 14.6% (26 m) are destitute 
(less than a dollar a day). Income per capita is more than ten times higher in the wealthy São 
Paulo region than in the less well-off states of the Nordeste (USD 770 compared with 
USD 8 000).

The development of agriculture geared for export has meant that many people have fallen by the 
wayside. In order to be able to export, the country has had to give preference to large farms (over 
1 000 ha), and while these cover 40% of farmed land, they only represent 1% of farms. 
Moreover, after the failure of attempted agricultural reforms, this situation has created conflicts 
of land ownership and encouraged a massive exodus towards the towns (over 80% of the 
population is urban). The MST (Landless Rural Workers’ Movement) is a social movement that 
has grown more efficient and gained prestige over the years thanks to a policy of mobilising 
those without property or land. It has made a political tool out of land occupations, in which 
MST members set up illegal camps on the land of large landowners.

Socio-economic inequality is at its most obvious in the towns. The favelas contrast with the 
wealthy urban centres and the residential areas; between 7 and 9 m children live homeless on the 
streets of large cities.

Great poverty affects 22% of the population; around 1% of the Brazilian population possess 53% 
of the country’s wealth; the average income of the richest 10% is 50 times higher than that of the 
poorest 10%. The five most recent censuses, between 1960 and 2000, show that levels of wealth 
concentration have risen every decade. Furthermore, 59 m people suffer from malnutrition, and 
the unemployment rate stands at 11%. All this creates tensions; there is the threat of social 
explosion, leading at times to hunger riots, and even small-scale urban guerrilla warfare.

The harmful consequences of neoliberal practices have also affected the Amazon forest. The 
lungs of the world have undergone considerable, and at times anarchic, deforestation, posing a 
considerable danger for the future. Indigenous peoples have also paid the price of this intensive 
deforestation. According to ‘Courrier international’, 230 Awa Indians are the sole survivors of a 
massacre by landowners wanting to get their hands on the forest. Programmes have thus been set 
up in an attempt to bring deforestation under control, with the active participation of the 
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European Union. Moreover, deforestation encourages CO2 emissions and so contributes to global 
warming.

Substantial progress has been made in recent years in the area of health. In 1999, José Serra, who 
was to stand for the presidency in 2002, was Minister for Health and passed an ‘exceptional law’ 
allowing the large-sale distribution of generic medicines at low prices. At the current time, 70% 
of medicines prescribed in Brazil are generic: the 59 m Brazilians living below the poverty line 
are finally being granted access to treatment. AIDS sufferers can have access to tritherapy free of 
charge. Whereas in 1995 UNAIDS analysts were predicting that 1.2 m people would be HIV 
positive in the year 2000, this local policy, bolstered by preventative measures, has reduced the 
number to less than 600 000 cases. The death rate caused by AIDS has fallen by 50% in seven 
years.

Since it came into power, the da Silva government has insisted on putting into operation social
programmes such as 'Zero Hunger'1 and what is called the 'Family Purse'.  The latter distributes 
particularly food cards and social benefits to the poorest family on condition that they send their 
children to school. Currently, more than four million families benefit from the programme. The 
objective is to top 11 million by 2006 at a budget cost equivalent to 0.5% of GDP.

4. The economic policy of the first Lula government (2002-2006)

Brazil is one of the most inegalitarian countries in the world; IMF loans have helped enormously, 
while at the same time considerably increasing the dependence of the Brazilian economy on the 
outside world.

Despite Brazil’s economic difficulties, it should not be forgotten that it has many assets that 
could encourage economic growth. Its territory is vast, it possesses many mineral riches and its 
population is young (half are under 20). In terms of education, Brazil is the Latin American 
country that has developed the most over the last ten years. The number of children not attending 
school between the ages of 7 and 14 is only 3% of the total of children of that age, compared 
with 18% in 1992. The number of children registered for secondary school has risen by 71%. 
Illiteracy rates continue to fall, from 19% of the adult population in 1995 to 13% in 2000. It is to 
be hoped that the government will build on these achievements in the area of education.

Bringing together all economic indicators, Brazil is the leading power on the subcontinent, ahead 
of Mexico and Argentina. It also takes first place in South America and Mercosur. In terms of 
GDP, Brazil’s proportion remains clearly higher than those of Mexico and Argentina, where it 
achieves 36% of the GDP of Latin America, 51% of the GDP of South America and 75% of the 
GDP of Mercosur.

Moreover, in contrast with pre-crisis Argentina, Brazil has a flexible exchange rate. Thanks to its 
high level of exports, it should be able to honour its payments, as long as interest rates do not 
reach very high levels.
                                                  
1 As part of the 'Zero Hunger' campaign, Brazil has introduced a 0.38% tax on all financial transactions. USD 
7 billion should thus be collected annually.
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Often accused of not respecting the commitments made to electors, the Lula administration is 
beginning to harvest the fruits of its economic policy.  In fact, in 2004, Brazil saw its most 
significant economic growth of the last ten years (+5.2%).  In addition, Brazil's Institute of 
Geography and Statistics (IBGE) reported an upturn in results for 2003, which ended with a 
0.5% increase in GDP for that year.  Also the government policy has seen no recession since the 
first year of its term of office.

The growth has been led by the boom in international trade.  The government, whose major 
concern is to register long-term growth, decided to fight against overheating, particularly by 
having a tougher monetary policy.  

The strict fiscal policy that the government has been pursuing has also been crowned with 
success. The ration of the consolidated public debt to GDP which had gone up to 57.2% at the 
end of 2003 had settled at 51.9% of GDP at the end of 2004, confirming a downward trend.  
Brazil's vulnerability as a result of its debt was also significantly reduced, but still applies whilst 
the markets consider it to be high.

The excellent economic results of 2004 have enabled Brazil to dispense with agreement with the 
IMF for 2005. According to President da Silva: '… in notifying the IMF that we will not be 
renewing the accord, we did so with the serenity of a government which has earned the right to 
walk on its own two feet, thanks to the efforts of all the Brazilian people'.  Moreover, in 
December 2005 the Brazilian government announced that it would re-pay its IMF debt (US$ 
15.5 bn) by the end of the year (two years ahead of the schedule) saving US$ 900 million in 
interest payments.

Furthermore, external trade continues to expand. The trade surplus in 2005 reached USD 
44.7 billion according to official figures. Brazil is benefitting fully from the world economic 
upturn which is pulling its exports of sugar, soya, orange juice, coffee and meat for which world 
trends are rising.  

Moreover, in 2005, Brazil saw a record surplus of current transactions of USD 14.0 billion, i.e. 
1.8% of its GDP. Already by 2003, Brazil had seen its first surplus balance in its current 
accounts, after ten consecutive years of deficit, of USD 4.2 billion (0.8% of its GDP).

Nevertheless, the stability of its capital account remains fragile: since 2001, direct foreign 
investment (DFI) has remained below the historic levels reached in 2000. However, there has 
been a clear recovery since 2003. A new fact must be noted: the boom in Brazilian investments 
abroad in 2004. Brazil, therefore is emerging from its shell and competing on world markets 
instead of protecting its own domestic market.

Total external debt stood in 2004 at under USD 201.4 billion. The ratio of foreign debt to export 
receipts is dropping fast and consistently and is only 216% (as against 350% in 2002).

2004 also showed the creation of 2 million jobs. Unemployment fell to 10.5% of the active 
population in September, having crossed 13% at the end of 2003. However, the figures show that 
urban employment (services and industries) is accompanied by the creation of jobs in the rural 
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areas.  Agribusiness is driving down unemployment in contrast to the claims of MST, which 
counts on family agriculture.

Despite its economic successes in 2004, Brazil is still weakened by fundamental imbalances: its 
weak domestic savings which make it dependent on foreign investment and its heavy reliance on 
imports which prevents it from balancing accounts and, again dependent on foreign money. 
These handicaps are added to the thousand domestic problems which are slowing down 
development: an inflexible labour market, a muddled tax system, an obsolete judicial system, etc.

In this context, analysts consider that the country should continue with its reforms, particularly 
on:

- reform of the judiciary (adopted at the end of 2004) with a second part known as the 
State Pace for a faster and more republican judicial system, which aims at going much 
further in amending the code of civil procedure, the penal code and the labour code;

- tax reform, approved in December 2003, should be brought into force 'in stages' by 2007. 
It abolishes the multi-stage system of different excise duties, but does not yet introduce a 
single VAT system, which has been put back to 2007;

- revision of the Central Bank statute to give it 'operational autonomy' has been made 
possible by the adoption in May 2003 of an amendment to article 192 of the 
Constitution, making it possible to tackle the problem with a simple law. Consensus on 
the reform itself will take more time, bearing in mind the very strong political 
reservations raised by this project;

- trade union reform, the fruit of long negotiations between the unions, employers and the 
government, is a prerequisite for opening negotiations on labour reform;

- strengthening agricultural reform, as just a little over 80 000 families were settled in 
2004, which is 70% of the initial objective of 115 000 families each year.

5. The economic programme of the 2nd Lula government

An orthodox macroeconomic policy framework, encompassing fiscal discipline, a floating 
exchange rate and inflation-targeting, which was successful in stabilising inflation and the 
exchange rate in Mr da Silva's first term, will be maintained in his second. The centrepiece of 
economic policy in the period of 2007-2008 will be the above mentioned - PAC, growth-
acceleration programme - unveiled at the end last January. Economic growth has been 
disappointing in the first term of President Luiz Inacio da Silva, in part because of still-high real 
interest rates. An expansionary monetary policy should encourage higher growth in 2007 and 
inflation is projected to decline further. Through the PAC, the government ambitiously aims to 
raise average annual GDP growth to 5% per year (well above the 3.1% average for 200-2006), 
principally through increased public and private investment in infrastructure, which will be 
fostered in part through targeted tax breaks. Much needed structural reform will include fiscal 
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and labour market reforms, streamlining the excessively complex tax system, strengthening the 
regulatory framework and improving the quality of social spending. 

Following substantial increases in the minimum wage in the past year, and a higher than 
expected increase for 2007 (effective from April 1st, the minimum wage increased by 8.5% to 
R380 - US$ 172 per month), social security expenditure is set to rise markedly in 2007. The 
EIU1 forecasts that year-end inflation will reach 3.9% in 2007 and 4% in 2008. Although rising 
soft commodity prices will continue to exert upward pressure on food prices, this will be 
mitigated by disinflation in other goods, as well as in services. The firmness of the exchange rate 
will continue to encourage strong growth of imports, which in turn will prevent accelerating 
domestic demand from creating higher inflationary pressures.

                                                  
1 Economist Intelligence Unit
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III. EU/BRAZIL RELATIONS

Given its size, economic weight (tenth-largest economy in the world) and its ever-increasing 
political and diplomatic role (leader of Mercosur since the Argentinian crisis, important 
participant in the OMC/WTO negotiations), Brazil is a key partner of the European Union and 
vice versa. Relations between the two have largely been strengthened by the negotiations 
between the Union and Mercosur, though this is no obstacle to bilateral EU-Brazil relations.

1. EU/Brazil relations

1.1. Historical background

Although it did not recognise the Treaty of Rome immediately, which it viewed as not being in 
keeping with the GATT agreements, Brazil established diplomatic relations with the EEC and 
Euratom in 1960, and with the ECSC in 1963. Brazil was the first South American state to 
recognise the Community and to establish a permanent representation in Brussels. During this 
period, relations between the two did not develop greatly, and it was not until the early 1970s, 
with the growth of trade relations, that the Community became one of Brazil’s principal partners. 
A first agreement on trade cooperation was signed in 1973, but it had almost no impact on 
relations between the EEC and Brazil. The latter sought to secure the same preferences as those 
given to the ACP countries, but the Community refused.

Brazil and the EEC signed their tenth Cooperation Agreement in 1980, but the military regime in 
Brazil meant that Member States were inclined to limit the Agreement’s field of application. 
During the 1980s, Brazil and the Community set up subcommittees in various areas,1 thought of 
as important elements of dialogue and coordination.

Only when the Community felt that the process of democratisation in Brazil had progressed 
sufficiently did the former decide to sign a new Agreement and increase the areas covered by it. 
It was signed in 1992 with the Framework Cooperation Agreement which covered trade, 
investment, finance and technology, and brought Brazil into the Generalised System of 
Preferences.

Brazil also signed an Agreement with the European Investment Bank (EIB), to encourage 
financial cooperation on development projects. It is still the main beneficiary of EIB loans for 
financing investment in productive activities in South America.

1.2. Current context

EU/Brazil relations cover many areas. In terms of trade, it is hoped that these relations will lead 
to the establishment of a large free-trade area combining the EU and the countries of Mercosur, 
of which Brazil is the leader.

                                                  
1 Subcommittee for Scientific and Technical Cooperation (1987) and Subcommittee for Industrial Cooperation 
(1989).
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In the area of research, European policy has a significant impact on Brazil (as well as on 
Argentina and Chile), as it seeks to integrate Brazilian researchers into research teams from the 
Union. Ongoing negotiations with Brazil would allow the research costs to be shared in the fields 
of technological innovation, increased productivity and competitiveness, and import-export 
diversity. Cooperation in this area began in 1983, and more recently the fifth Framework 
Programme for Research and Development has planned for 26 projects with Brazilian 
participation. Brazil is in fact the best-represented South-American country in these programmes. 

The EU-Brazil Agreement on scientific and technological cooperation, signed in January 2004, 
allows Brazil to participate in the sixth Framework Programme for Research and Development.

One of the EU’s major concerns regarding Brazil is the environment. Brazil has problems 
concerning air and water pollution, water supply and the treatment of waste water. Above all, 
however, the Amazon region is the victim of increasing deforestation. Thus the EU is playing a 
significant role in the Programme for the Conservation of Brazilian Tropical Forests in order to 
safeguard the biodiversity and resources of these lungs of the planet, as well as to change the 
course of global deforestation and the degradation of the ecosystem and bring them to an end. 
EU participation, including that of certain Member States, make up more than USD 250 m out of 
a total of USD 350 m.

Other European policies have indirect effects on Brazil:

- transport (improving air and maritime transport safety),

- energy (ensuring security of supply by putting in place an appropriate infrastructure and 

developing alternative sources of energy – Synergy programme), 

- competition (the EU urges Brazil to adopt legislation on the European model), 

- respect for human rights.

The EU has, since 2002, also contributed financially to the modernisation of the tax system and 
of the civil service (EUR 2.35 and 2.85 m respectively).

The EU is the main supplier of development aid to Brazil; it is also the main investor in the 
country (around EUR 78 000 m in 2002) and its main trading partner.1

The EU views the fight against poverty as a priority, and has thus set up two programmes (to the 
value of EUR 12.6 m) to improve living conditions for the most vulnerable communities in São 
Paulo and Rio de Janeiro. In April 2002 the Commission granted EUR 350 000 in humanitarian 
aid to victims of the floods that struck the south-east of the country in January and February 
2002.

                                                  
1 In 2006, the EU imported EUR 26,184 m worth of Brazilian products, and exported EUR 17,670 m to the country. 
See also annexes IV, V and VI.
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The EU and Brazil signed a Memorandum of Understanding on 19 November 2002, in Brussels, 
on bilateral cooperation until the end of 2006. The memorandum, discussed at the eighth 
Meeting of the EU/Brazil Joint Committee on 27 and 28 May 2002 in Brussels, makes provision 
for an indicative budget of close to EUR 64 m, and includes the possibility of adjusting this when 
the parties consider this necessary; it reflects the priorities identified in the European 
Commission’s Country Strategy Paper for Brazil:1 public administration, economic cooperation 
(support for structural reforms), social development (combating poverty and social exclusion in 
northern and north-eastern Brazil, support for NGOs2), scientific and technological research (in 
particular setting up a network of technological centres3) and the environment (following on 
from the Pilot Programme for the Conservation of Brazilian Tropical Forests).

The EU and Brazil also signed a trade agreement on 5 November 2002 on the liberalisation of 
trade in textiles. In the agreement, the EU will abolish the quotas that it had previously applied 
on some ten Brazilian textile products. For its part, Brasilia committed itself to limiting customs 
duties on yarns from the EU to 14%, to between 16% and 18% on fabric and to 20% on clothing.

According to the new Commission's Country Strategy Paper for Brazil (2007-2013) the priorities 
are the enhancing of the relations between Brazil and the EU and sustainable development. It is 
explained in the CSP that the traditional cooperation model (the financing of a wide range of 
projects) has shown its limits in Brazil. The alternative is to support "soft" measures that are 
expected "to have positive multiplier effects on poverty reduction and on the economic, political 
and environmental situations in Brazil". Stimulating exchanges between the EC and Brazil 
should "provide valuable input for improving social inclusion and achieving greater equality". 

An indicative allocation of € 61 million has been earmarked for 2007-2013. The focal sectors of 
the National Indicative Programme (NIP) are:

- Enhancing bilateral relations (70% of the NIP)

- Promoting the environmental dimension of sustainable development (30% of the NIP).

Brazil is also on the rank of strategic partner of the Union in the same way as China, Canada, the 
United States, Russia, Japan, India and South Africa. Brazil is the 10th largest economy in the 
world, representing 75% of Mercosur' GDP and accounting for around 1.5% of world trade over 
the last 20 years. It is the main power in South America, with over half of the region's GDP and 
population. 

Brazil's economy is larger than India's and even a modest rate of growth will increase its global 
ranking in the coming years. Recent upgrades by several major international credit rating 
agencies mean that it is now just one notch away from investment grade. Brazil is also 
considered a key player in efforts to revive global trade talks as well as a proposed free-trade 
agreement between Mercosur and the EU and the EC hopes that increased dialogue between the 
EU and Brazil could help to move the EU-Mercosur agreement forward. For the EU, Brazil is the 

                                                  
1 Country Strategy Paper for Brazil (2001-2006).
2 Project awarded EUR 7.5 m.
3 Project awarded EUR 8 m.
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most important market in South America. In terms of trade, Brazil's status as the world's largest 
ethanol exporter has provided a new area for cooperation as the EU strives to meet its target for 
increasing the use of renewables. 

1.3 EU-Brazil: Commission proposes Strategic Partnership

The European Commission proposed to launch a Strategic Partnership with Brazil at the first 
EU-Brazil Summit which was held in Lisbon on 4 July 2007. In a Communication adopted on 30 
May 2007, the Commission highlights the increasing role Brazil plays on the international stage, 
its regional clout and the strong bilateral ties the country has with Europe and proposes a number 
of initiatives to reinforce the relations between both sides in the framework of a Strategic 
Partnership. 

The Communication 'Towards an EU-Brazil Strategic Partnership' proposes a wide range of 
areas and sectors for closer cooperation and partnership. The priority areas of action include 
strengthening multilateralism to work jointly on a more effective UN system and promoting 
Human Rights. The Commission proposes to co-operate closely on global challenges such as 
tackling poverty and inequality, environmental issues (particularly climate change, forests, water 
management and biodiversity), energy, enhancing stability and prosperity in Latin America and 
co-operation on regional integration with Mercosur, as well as joint determination to conclude 
the EU-Mercosur agreement, and the WTO Doha Development Round.

Noting that Brazil is the most important market for the EU in Latin America, the Commission 
proposes to address trade and investment issues of specific bilateral relevance that complement 
EU-Mercosur discussions and suggests to enhance co-operation in sectors and areas of mutual 
interest such as economic and financial issues, information, society, air transport, maritime 
transport, science and technology, satellite navigation, social matters and regional development.

The Communication contains two chief recommendations:

 To engage with Brazil in launching a Strategic Partnership at the July Summit in Lisbon.

 To invite Brazil to submit its own views on the scope of such a Strategic Partnership. 

On the historic occasion of their first Summit, held in Lisbon on 4 July 2007, the EU and Brazil 
decided to establish a comprehensive strategic partnership, based on their close historical, 
cultural and economic ties. Both sides share fundamental values and principles such as 
democracy, rule of law, promotion of human rights and basic freedoms and a market-based 
economy. The EU and Brazil agree that their strategic partnership involves commitments to 
deepen mutual understanding, to expand common ground and to enhance cooperation and 
dialogue in areas of mutual interest. They agree to implement their strategic partnership as soon 
as possible, result-oriented and forward-looking. The EU and Brazil will jointly work in 
designing an Action Plan to implement those objectives in view of the next summit.
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2. EU/Brazil relations in the context of Mercosur

2.1. History of EU/Mercosur relations

EU/Brazil relations took on a new dimension in December 1995 with the signature of the 
EU/Mercosur Cooperation Agreement, which aimed to create an interregional association. 
Brazil, a founder member of the organisation, sees in it a means of strengthening regional 
integration and increasing its own economic and geopolitical influence in South America, and 
thus played an important part in the negotiations for this association agreement.

The European Union has supported the process of integration envisaged by Mercosur ever since 
it was set up. In 1992, the Commission signed an interinstitutional agreement with Mercosur, 
providing it with technical and institutional support. The basis of current relations is the 
Framework Interregional Cooperation Agreement, signed on 15 December 1995 in Madrid, 
which also includes a commercial chapter and two chapters on cooperation and political 
dialogue. Between 1996 and 2002, a number of official meetings were held, as well as meetings 
on the fringes of the UN General Assembly between the European troika and Mercosur Member 
States1.

The goal of this cooperation is to strengthen the process of regional integration of Mercosur, and 
eventually to set up a large regional free-trade area in goods and services between the two 
bodies, in keeping with WTO rules, and to create a basis for enhanced political dialogue. Within 
this framework, negotiations were launched on a future association agreement at the Rio de 
Janeiro Summit of 28 June 1999. Negotiations only began in November 1999, in Brussels, when 
a timetable was put forward. They are to take place within the EU/Mercosur Biregional 
Negotiations Committee, attached to which are a subcommittee on cooperation, three subgroups 
on specific sectors of cooperation and three technical groups dealing with trade.

The seventh meeting of the Biregional Committee took place in Buenos Aires (Argentina), a 
country stricken by an unprecedented social and economic crisis,2 and represented an 
opportunity to prepare for the second EU/Mercosur Summit in Madrid on 17 May 2002. It was 
hoped that the Summit would set a timetable and a deadline for negotiations. However, in spite 
of its efforts, Mercosur did not succeed in securing a pledge from the EU that it would conclude 
negotiations by 2005. The Summit merely welcomed ‘the progress made so far on the trade 
chapters and the adoption of a package of measures to facilitate trade’, but did not set a deadline. 
The two parties also agreed to intensify political dialogue on respect for human rights and the 
rule of law, sustainable development, conflict prevention within the UN, and the fight against 
terrorism and drug trafficking.

                                                  
1 Since 1998, Chile and Bolivia have also taken part in this mechanism of political dialogue.
2 Commissioner Lamy stated in this connection that Mercosur was the solution to the Argentinian crisis and that the 
EU’s commitment ‘remains untouched, in spite of the temporary difficulties in the region. On the contrary, this is a 
further demonstration that the discussions must be intensified’.
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2.2. Current state of EU/Brazil relations within Mercosur

The EU is Mercosur’s main trading partner, and EU exports1 amounted to EUR 94 000 m in 
2002, while imports2 reached EUR 68 000 m. The EU is also the largest investor in Mercosur. 
Direct investments in the region accounts for some 50% of all FDI destined for Latin America.

At the Madrid Summit, a new initiative was launched to fight social inequality. With a budget of 
EUR 30 m for the period 2002-2006, the aim of the initiative is to create a database relating to 
vulnerable groups, to develop a methodology applicable to public spending, to disseminate 
information to the regional governments and to develop training initiatives. The Summit also 
launched a programme of study awards (ALBAN), with a budget of EUR 88.5 m over nine years 
(2002-2010). As of the academic year 2003-2004, the programme will award study grants to 
Latin Americans for postgraduate study or advanced vocational training in Europe.

In April 2002, the Commission adopted a Regional Strategy document, setting out the areas that 
would benefit from an allocation of EUR 280 m over the period 2002-2006.

The five areas of priority intervention were:

- the creation of civil society networks (EUR 161 m) in the economic sphere (Al-Invest 
programme) and the academic sphere (Alfa programme)3, 

- the reduction of social inequalities (EUR 30 m). The Commission noted that growth in 
Latin America ‘is not accompanied by a correlative increase in the population’s income’, 
and that 200 m people out of a population of 500 m are considered to be in a situation of 
poverty. The Ecofin Council also noted that ‘the EU will continue to support the 
implementation of appropriate reform measures and the fight against poverty in Latin 
America through the array of financial and technical assistance instruments at its 
disposal’,

- preparation for and prevention of natural disasters and reconstruction (EUR 40 m),

- creation of a monitoring centre for EU-Latin American relations (EUR 1.5 m).

- implementation of actions to encourage sustainable management of energy in Latin 
America (EUR 20 m)

In the fight against drugs, which affects Brazil as a country of transit for illegal drugs, the EU has 
contributed EUR 200 000 to various projects through the relevant body of the Organisation of 
America States (CICAD).

                                                  
1 Mainly machinery, transport equipment and chemicals.
2 Almost entirely agricultural products.
3 Latin America Academic Training.
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The Regional Strategy Paper (RSP) for Mercosur (2007-2013) is focused entirely on supporting 
regional integration, preparing for the implementation of the future Association Agreement and 
trade-related assistance.

For the purpose of the RSP, an indicative allocation of €50 million has been earmarked for 
Mercosur in the period 2007-2013 under the financing instrument for development cooperation 
(DCI).

From the EUR 50 million earmarked in the 2007-2013 budget for Mercosur, EUR 10 million will 
be allocated to finance two projects from the 2002-2006 Regional Strategy paper education and 
information Society) which could not be finalised in time under the last financial perspective.

The remaining EUR 40 million will be allocated across the three key sectors which have been 
identified for EC assistance:

 Priority 1: Support for Mercosur institutionalisation (10% of the funds)

 Priority 2: Support for the deepening of Mercosur and implementation of the future EU-
Mercosur Association Agreement (70% of the funds)

 Priority 3: Efforts to strengthen civil society participation, knowledge of the regional 
integration process, mutual understanding and mutual visibility (20% of the funds).

These resources will be supplemented by projects and programmes financed under the Mercosur 
national Country Strategy Papers and the Latin American regional programmes, as well as from 
thematic programmes. The cross-cutting issues of social inclusion, good governance and 
sustainable development will be integrated within the programmes whenever appropriate.

There are certainly points still to discuss, but Brazil remains convinced of the need to intensify
and deepen relations with the EU, particularly within Mercosur, in order to bring about the 
creation a large economic free trade area between Europe and Latin America.

Unfortunately, a series of meetings between representatives of the Union and of Mercosur have 
not yet met with success. The parties hoped to conclude negotiation at the meeting in Lisbon in 
October 2004 before the end of the term of the Prodi Commission. However, the two parties had 
not made sufficient mutual concessions and are back at deadlock.

A technical EU/Mercosur meeting held in Brussels on 21 and 22 March 2005 was not able to fix 
a ministerial meeting before relaunching negotiations on the free-trade agreement. Mercosur 
proposed a meeting on 22 and 23 April in Asunción (Paraguay), but according to the 
spokesperson for the Trade Commission, Peter Mandelson, no decision has been made. 
Observers believe that if negotiations do not restart in the next months, they can be followed in 
the framework of the WTO.

The negotiation of an Association agreement between the EU and Mercosur (where Brazil is a 
founding member) are at an impasse with each party holding different positions. The Paraguayan 
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Minister for Foreign Affairs, Rubén Ramirez, the country of which holds the presidency of 
Mercosur, declared in February 2007 at a meeting in Brussels with Javier Solana and the 
Commissioner of the Foreign Affairs Benita Ferrero Waldner that the negotiation of the 
Association agreement has to continue despite the impasse in the Doha trade round. It added that 
Mercosur waits for the European Commission to propose a date for a new negotiation cycle. On 
the occasion of this visit, the Paraguayan Minister and Mr Solana agreed to lead to a further 
meeting of the Cooperation Council EU-Mercosur at the ministerial level. 

2.3 Role of the European Parliament

The European Parliament has always shown itself to be highly conscious of Brazil’s political and 
social situation and has often been concerned with the problems of homeless children on the 
streets, police brutality, wrongdoing going unpunished, corruption, threats to the environment 
and practices that violate human rights and the principles of the rule of law. Conscious of the 
great interest that EU/Latin America relations represent, Parliament argued since May 2002, 
within the framework of the Madrid Summit, for a free trade area between EU and Latin 
America by 2010, and called on those taking part in the Summit to set a timetable for 
negotiations and to put forward pragmatic conclusions to improve the standard of living of the 
peoples, respect for human rights and the participation of society in the decision-making process.

Since the 2004 elections, the European Parliament has formed a specific delegation for relations 
with Mercosur. 
On November 2006 in Brussels Euro-Latin American Assembly (Eurolat) was created. It is the 
parliamentary institution of the European Union - Latin American and Caribbean Bi-regional 
Strategic Partnership. This Assembly shall be the parliamentary forum for debating, supervising
and monitoring all questions of concern to the Bi-regional Strategic Partnership. For these 
purposes, the Assembly shall adopt resolutions and recommendations addressed to the EU-LAC 
Summit, and the institutions, bodies, groups and ministerial conferences devoted to developing 
the partnership. Eurolat shall comprise 120 members, 60 of whom shall be members of the 
European parliament, and the other 60 of the Latin-American component. 

The European Parliament is delighted with the institutionalisation of Mercosur's Parliament 
which holds its first meeting on 7 May 2007 in Montevideo1. 

                                                  
1This Parliament is composed of 90 delegates (18 from each Member State). Direct elections are planned in 2010. 
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ANNEX II

Elections in Brazil
Presidential

República Federativa do Brasil (Federal Republic of Brazil)

Executive

President: Luís Inácio da Silva (PT)

Vice-president: José Alencar (PL)

Presidential elections: 1 October 2006 and 29 October 2006                       %

1st Round 2nd Round
Luis Inácio da Silva (Partido dos Trabalhadores) 48.6 60.8
Geraldo Alckim (Partido da Social Democracia 
Brasileira)

41.6 39.1

Heloisa Helena (Partido Socialista e Liberdade) 6.8 --
Cristovam Buarque (Partido Democrático Trabalhista) 2.6 --
Source: Agência Brasil
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Parliament: Congress and Senate

The Congresso Nacional (National Congress) has two chambers. The Câmara dos Deputados (Chamber of Deputies) has 513 
members, elected for a four year term by proportional representation. The Senado Federal (Federal Senate) has 81 members, elected 
for a eight year term, with elections every four years for alternately one-third and two third of the seats.

CÂMARA DOS DEPUTADOS: 1 October 2006 elections
Seats:

513

Partido do Movimento Democrático Brasileiro (Party of the Brazil Democratic Movement, centrist) PMDB 89
Partido dos Trabalhadores (Workers’ Party, socialist) PT 83
Partido da Social Democracia Brasileira (Party of the Brazil Social-Democracy, social-democratic) PSDB 66
Partido da Frente Liberal (Party of the Liberal Front, conservative-liberal) PFL 65
Partido Progressista Brasileiro (Brazilian Progressive Party - centre-right) PP 41
Partido Socialista Brasileiro (Brazilian Socialist Party, socialist) PSB 27
Partido Democrático Trabalhista (Democratic Labour Party, left-wing populist) PDT 24
Partido Liberal (Liberal Party, liberal) PL 23
Partido Trabalhista Brasileiro (Brazilian Labour Party, centrist) PTB 22
Partido Popular Socialista (Socialist People’s Party, socialist) PPS 22
Partido Verde (Green Party, ecologist) PV 13
Partido Comunista do Brasil (Communist Party of Brazil, communist) PCdoB 13
Partido Social Cristão (Christian Social Party, christian-democratic) PSC 9
Partido de Reedificação da Ordem Nacional (National Order Reconstruction Party, extreme right) PRONA 6

Others 16
Source: Câmara dos Deputados
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SENADO FEDERAL: 1 October 2006 elections Seats: 81 

Partido da Frente Liberal PFL 18
Partido da Social Democracia Brasileira PSDB 15
Partido do Movimento Democrático Brasileiro PMDB 15
Partido dos Trabalhadores PT 11
Partido Democrático Trabalhista PDT 5
Partido Trabalhista Brasileiro PTB 4
Partido Socialista Brasileiro PSB 3
Partido Liberal PL 3 
Partido Republicano Brasileiro PRB 2
Partido Comunista Brasileiro PCB 2
Partido Progressista PP 1
Partido Popular Socialista PPS 1 
Partido Renovador Trabalhista Brasileiro PRTB 1
Source: O Globo



35

EN

ANNEX III

MACRO ECONOMIC DATA AND FORECASTS

1999 2000 2001 2002 2003 2004 2005 2006 2007
Real GDP (% change) 0.2 4.3 1.3 2.6 1.2 5.7 2.9 3.7 4.9
Nominal GDP (US$bn) 586.9 644.5 552.3 505.7 552.5 663.5 882.0 1,068 1,320
GDP Per Capita US$ 3,478 3,763 3,178 2,867 3,067 3,654 4,788 5,717 6,974
Consumer Price Index (% change) 4.9 7.0 6.8 8.5 14.7 6.6 6.9 4.2 3.6
Population (mil) 168 171 173 176 178 181 184 186 189
Population (% change) 1.5 1.5 1.5 1.5 1.5 1.5 1.5 1.4 1.4
Unemployment Rate (%) - - 6.2 7.1 12.3 11.5 9.8 9.9 9.8
Current Account Balance (US$bn) -25.3 -24.2 -23.2 -7.6 4.0 11.7 14.0 13.6 5.8
Current Account Balance (% of GDP) -4.3 -3.8 -4.2 -1.5 0.7 1.8 1.6 1.3 0.4
Trade Balance (US$bn) -1.2 -0.7 2.7 13.1 24.8 33.7 44.7 46.3 39.5
Trade Balance (% of GDP) -0.2 -0.1 0.5 2.6 4.5 5.1 5.1 4.3 3.0
BOP Exports of Goods (US$bn) 48.0 55.1 58.2 60.4 73.1 96.5 118.3 137.6 156.3
BOP Imports of Goods (US$bn) 49.2 55.8 55.6 47.2 48.3 62.7 73.6 91.4 116.9
Exchange Rate (LCU/Euro, end of 
period)

1.80 1.82 2.04 3.70 4.46 3.62 2.76 2.81 2.55

Foreign Direct Investment, Net (US$bn) 26.9 30.5 24.7 14.1 9.9 8.7 12.7 -9.4 22.8
Foreign Direct Investment, Net (% of 
GDP)

4.6 4.7 4.5 2.8 1.8 1.3 1.4 -0.9 1.8

Total External Debt (US$bn) 241.5 216.9 209.9 210.7 214.9 201.4 169.5 172.5 189.2
Total External Debt (% of GDP) 41.1 33.7 38.0 41.7 38.9 30.4 19.2 16.1 14.5
Total External Debt Service (% of forex 
earnings)

126.1 98.8 79.6 73.3 69.0 48.0 45.8 32.6 30.4

Source: Global Insight
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ANNEX IV
Trade relations EU27-Brazil, 2006

By products
1000 
EUR

Imports (cif) Exports (fob)
CN 

Chapters 1000 EUR % of 
total 1000 EUR % of 

total

01-99 Total 27.170.907 100,0 17.745.724 100,0
of which:

01-24 Agricultural products 9.647.962 35,5 614.348 3,5
of which:

02 Meat and edible meat offal 1.343.309 4,9 1.991 0,0
08 Edible fruits and nuts; peel of citrus fruits or melons 520.294 1,9 31.548 0,2
09 Coffee, tea etc. 1.364.628 5,0 2.418 0,0
12 Oil seeds and oleaginous fruits 1.869.517 6,9 19.266 0,1
15 Animal/vegetable fats and oils/their cleavage products; prepared edible fats etc. 346.624 1,3 114.434 0,6
16 Preparations of meat, fish or of crustaceans, molluscs etc. 596.409 2,2 1.826 0,0
20 Prep.of vegetables/fruit/nuts or other parts of plants 690.869 2,5 24.539 0,1
23 Residues and waste from the food industries etc. 1.553.545 5,7 27.680 0,2
24 Tobacco and manufactured tobacco substitutes 400.490 1,5 9.879 0,1

25-27 Mineral products 5.089.110 18,7 394.242 2,2
of which:

26 Ores, slag and ash 3.655.057 13,5 39.449 0,2
27 Mineral fuels/oils and products of their distillation; etc. 1.097.065 4,0 330.383 1,9

0,0
28-38 Products of the chemical or allied industries 948.365 3,5 3.214.478 18,1

of which: 0,0
29 Organic chemicals 377.433 1,4 983.049 5,5
30 Pharmaceutical products 95.728 0,4 886.385 5,0
31 Fertilisers 1.219 0,0 223.440 1,3

39-40 Plastics and rubber and articles thereof 506.643 1,9 990.490 5,6

41-43 Raw hides, and skins, leather, furskins etc. 523.777 1,9 37.999 0,2
of which:

41 Raw hides, and skins and leather 502.538 1,8 21.971 0,1

44-49 Wood and art. Of woods etc; Pulp of wood or other fibrous cellulosic 2.435.414 9,0 392.228 2,2
of which:

44 Woods and articles of wood; wood charcoal 872.266 3,2 10.946 0,1
47 Pulp of wood or of other fibrous cellulosic material etc. 1.311.080 4,8 13.885 0,1

50-63 Textiles and textile articles 185.043 0,7 220.029 1,2

64-67 Footwear, headgear, umbrellas, walking-sticks etc. 435.426 1,6 9.725 0,1
of which:

64 Footwear, gaiters and the like; parts of such articles 434.934 1,6 7.349 0,0

72-83 Base metals and articles of base metal 2.643.655 9,7 1.269.187 7,2
of which:

72+73 Iron and steel and articles of iron or steel 1.353.071 5,0 806.546 4,5
76 Aluminium and articles thereof 850.688 3,1 156.930 0,9
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84-85 Nuclear reactors, boilers etc./Electrical machinery etc 2.332.110 8,6 6.063.627 34,2
of which:

84 Nuclear reactors, boilers etc. 1.744.940 6,4 4.247.028 23,9
85 Electrical machinery/equip. and parts thereof; sound  recorders etc. 587.170 2,2 1.816.599 10,2

86-89 Vehicles, aircrafts, vessels etc 1.499.048 5,5 2.912.548 16,4
of which:

87 Vehicles other than railway/tramway rolling-stock ets. 968.381 3,6 1.908.366 10,8
88 Aircraft, spacecraft, and parts thereof 522.430 1,9 973.834 5,5

90-92 Optical, photographic, cinematographic etc. instruments 131.654 0,5 753.861 4,2

Various 
ch Other  products 721.272 2,7 544.646 3,1

of which:
94 Furniture; bedding, mattresses etc. 294.871 1,1 69.597 0,4

Source: COMEXT database, EUROSTAT
Production: JDa/DG4/European Parliament
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ANNEX V

Trade of the EU with Brazil by Member States, 2006

EU-imports (cif) EU-exports (fob)
1000 € - % - 1000 € - % -

Total (EU25) * 27.170.907 100 17.745.724 100,0
 of which:

France 2.567.014 9,4 2.538.074 14,3
Netherlands 4.380.960 16,1 896.581 5,1
Fr Germany 5.149.022 19,0 5.622.567 31,7
Italy 3.451.990 12,7 2.233.596 12,6
Utd. Kingdom 2.837.880 10,4 1.347.204 7,6
Ireland 147.877 0,5 147.458 0,8
Denmark 227.654 0,8 250.427 1,4
Greece 161.319 0,6 45.741 0,3
Portugal 1.232.969 4,5 254.642 1,4
Spain 2.126.124 7,8 1.113.205 6,3
Belgium 2.297.720 8,5 1.282.589 7,2
Luxembourg 18.815 0,1 28.552 0,2
Sweden 427.371 1,6 730.368 4,1
Finland 411.331 1,5 428.397 2,4
Austria 128.298 0,5 359.939 2,0
Malta 11.799 0,0 5.582 0,0
Estonia 9.452 0,0 18.550 0,1
Latvia 9.891 0,0 701 0,0
Lithuania 25.628 0,1 2.399 0,0
Poland 269.849 1,0 140.704 0,8
Czech Republic 60.097 0,2 147.955 0,8
Slovakia 31.968 0,1 27.400 0,2
Hungary 109.646 0,4 70.792 0,4
Romania 450.276 1,7 11.851 0,1
Bulgaria 365.624 1,3 21.189 0,1
Slovenia 119.661 0,4 19.196 0,1
Cyprus 140.674 0,5 65 0,0

Source: COMEXT database, EUROSTAT
Production: JDa/DG4/European Parliament
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ANNEX VI

Trade of the EU27 with Brazil: 1999-2006 (Aug. 2007)

MIO ECU/€
EU-imports (cif) EU-exports (fob) Balance

1999 14.066 14.390 324
2000 18.661 16.854 -1.807
2001 19.602 18.570 -1.032
2002 18.359 15.737 -2.623
2003 19.112 12.397 -6.716
2004 21.719 14.165 -7.553
2005 24.101 16.063 -8.039
2006 27.171 17.746 -9.425

Jan-Aug: 2006 17.653 11.492 -6.161
Jan-Aug: 2007 20.746 13.537 -7.209

Source: COMEXT database, EUROSTAT
Production: JDa/DG INFO/European Parliament
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