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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 180 m. 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.
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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. 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.

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)m 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 
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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.
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3.2. Political development

a) 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 has been 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.

b) 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 20022

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 two last-named 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 was one of 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 considerably3.

  
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.
2 The elections of 6 October 2002 were presidential and legislative (replacement of deputies and of a third of 
senators) and regional (election of state governors). See annex II.
3 See annex II.
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c) Action taken by the Lula government

The Lula government came to power in January 2003 and is now half-way through its term of 
office. Its results have been mixed. They have been good at 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 a 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)1. 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 the enlargement of 
the governmental role of the PMDB (centre) 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 -
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 will, therefore, be a decisive year for the government of Brazil. President 'Lula' cannot 
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). Now, his agrarian reform is 
judged inadequate by the Landless Workers' Movement (MST) which is following its 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.

  
1 In January 2005, the minimum wage was set at BRL 300 (EUR 87).
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3.3. Human Rights

a) Crime and the lack of security

With 50 000 homicides a year, Brazil verges on 10% of the murders on the 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.

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.

4. Foreign policy

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 and Uruguay, 
with Chile, Bolivia, Peru, Colombia, Ecuador and Venezuela 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 
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 



NT\564035EN.doc 11 PE 356.251

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. As part of the peacekeeping operations in Haiti, 1200 Brazilian troops have been sent 
and Brazil is in command of the mission.

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.

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, which became 
Brazil's third largest customer in 2003, and Russia.

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.



NT\564035EN.doc PE 356.25112

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 it 
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 180 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 Lula government

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 participation remains clearly higher to those of Mexico and Argentina, 
representing 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.  For 2005, WMA1 predicts 3.8% growth.

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 monetary policy strictly applies a system of inflation targets. After significant easing in 2003 
(SELIC base rate dropped from 26.5% in February to 16.5% in December), the SELIC rate 
ended 2004 at 17.75% and has just reached 19.25% (March 2005). The reason for this is the 
revival of inflationary expectations tied to the price of oil and commodities more than an 
increase in consumption. Observers2 predict that inflation will top 7% in 2005 while the 
competent Brazilian authorities are talking of a 5% increase. 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 to right to walk on its own two feet, thanks 
to the efforts of all the Brazilian people'. However, Brazil still owes the IMF USD 21 billion. 
Repayments are spread until 2007.

Furthermore, external trade continues to expand. The trade surplus in 2004 reached USD 
33.6 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.  The first projections from the central bank predict a trade surplus of USD 
25 billion for 2005.

Moreover, in 2004, Brazil saw a record surplus of current transactions of USD 11.6 billion, i.e. 
1.9% 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 4.1 billion.

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 was a 
clear recovery in 2004. A new fact must be noted: the boom in Brazilian investments abroad in 

  
1 World Markets Analysis
2 WMA
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2004. Brazil, therefore is emerging from its shell and competing on world markets instead of 
protecting its own domestic market.

Total external debt stood at under USD 203.5 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 
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) has 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, must be examined by Congress in the first half of 2005.  This reform 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.
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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, participant in the 
FTAA 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 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 Subcommittee for Scientific and Technical Cooperation (1987) and Subcommittee for Industrial Cooperation 
(1989).
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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

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 and participation by 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.2

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 

  
1 This topic is due to be discussed shortly.
2 In 2004, the Union imported EUR 20 200 m worth of Brazilian products, and exported EUR 13 800 m to the 
country. See also annexes IV, V and VI.
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aid to victims of the floods that struck the south-east of the country in January and February 
2002.

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.

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
States4.

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 

  
1 Country Strategy Paper for Brazil (2001-2006).
2 Project awarded EUR 7.5 m.
3 Project awarded EUR 8 m.
4 Since 1998, Chile and Bolivia have also taken part in this mechanism of political dialogue.
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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,1 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.

2.2. Current state of EE/Brazil relations within Mercosur

The EU is Mercosur’s main trading partner, and EU exports2 amounted to EUR 94 000 m in 
2002, while imports3 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 
will benefit from an allocation of EUR 280 m over the period 2002-2006.

The five areas of priority intervention will be:

- the creation of civil society networks (EUR 161 m) in the economic sphere (Al-Invest 
programme) and the academic sphere (Alfa programme)4, 

  
1 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’.
2 Mainly machinery, transport equipment and chemicals.
3 Almost entirely agricultural products.
4 Latin America Academic Training.
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- 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).

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.

Commissioner Pascal Lamy, at the end of a visit to Brazil in January 2003, felt it desirable, 
indeed necessary, for a free trade agreement between the EU and Mercosur to be signed before 
2005.1

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 yet been made. A 
ministerial meeting on political dialogue is to be held on 26 May 2005 in Brussels. Observers 
believe that if negotiations do not restart in the next three months, they can be followed in the 
framework of the WTO.

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 in May 2002, within 
the framework of the Madrid Summit, for a free trade area between EU and Latin America by 

  
1 According to Commissioner Lamy, the government of Mr da Silva has hardened its positions regarding the 
EU/Mercosur negotiations.
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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. The chairman, Mr Massimo d'Alema, urged the Commission at their meeting on 
16 December 2004 in Strasbourg to submit more flexible proposals to Mercosur with a view to 
reaching a compromise.
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ANNEX I
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ANNEX II

Elections in Brazil

República Federativa do Brasil (Federal Republic of Brazil)

Executive

President: Luís Inácio da Silva (2003) PT

Vice-president: José Alencar (2003) PL

Presidential elections: 6 October 2002 and 27 October 2002                       %

Luis Inácio da Silva (Partido dos Trabalhadores) 46.4 61.3
José Serra (Partido da Social Democracia Brasileira) 23.2 38.7
Anthony Garotinho (Partido Socialista Brasileiro) 17.9 --
Ciro Gomes (Partido Popular Socialista) 12 --
Source: Agência Brasil
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Parliament:

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: 6 October 2002 elections
Seats:

513

Partido dos Trabalhadores (Workers’ Party, socialist) PT 91
Partido da Frente Liberal (Party of the Liberal Front, conservative-liberal) PFL 84
Partido do Movimento Democrático Brasileiro (Party of the Brazil Democratic Movement, centrist) PMDB 74
Partido da Social Democracia Brasileira (Party of the Brazil Social-Democracy, social-democratic) PSDB 71
Partido Progressista Brasileiro (Brazilian Progressive Party, authoritarian conservative) PPB 49
Partido Liberal (Liberal Party, liberal) PL 26
Partido Trabalhista Brasileiro (Brazilian Labour Party, centrist) PTB 26
Partido Socialista Brasileiro (Brazilian Socialist Party, socialist) PSB 22
Partido Democrático Trabalhista (Democratic Labour Party, left-wing populist) PDT 21
Partido Popular Socialista (Socialist People’s Party, socialist) PPS 15
Partido Comunista do Brasil (Communist Party of Brazil, communist) PCdoB 12
Partido de Reedificação da Ordem Nacional (National Order Reconstruction Party, extreme right) PRONA 6
Partido Verde (Green Party, ecologist) PV 5
Partido Socialista Democrático (Democratic Socialist Party) PSD 4
Partido Social Trabalhista (Social Labour Party, conservative) PST 3
Partido da Mobilização Nacional (Party of National Mobilization) PMN 1
Partido Social Cristão (Christian Socialist Party, christian-democratic) PSC 1
Partido Social Liberal (Social Liberal Party) PSL 1
Partido Social Democrata Cristão (Christian Social Democratic Party) PSDC 1
Source: Câmara dos Deputados
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SENADO FEDERAL: 6 October 2002 elections Seats: 81 (54)

Partido do Movimento Democrático Brasileiro PMDB 19 (9)
Partido da Frente Liberal PFL 19 (14)
Partido dos Trabalhadores PT 14 (10)
Partido da Social Democracia Brasileira PSDB 11 (8)
Partido Democrático Trabalhista PDT 5 (4)
Partido Socialista Brasileiro PSB 4 (3)
Partido Liberal PL 3 (2)
Partido Trabalhista Brasileiro PTB 3 (2)
Partido Popular Socialista PPS 1 (1)
Partido Socialista Democrático PSD 1 (1)
Partido Progressista Brasileiro PPB 1 (-1)
Source: O Globo
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EU-im ports (cif)

1000 € - % - M ain products (SITC division):
SITC 
3rd 
rev.

1000 € %  of 
total

Intra-
industry 

trade 
intensity (1)

Total (A+B+C) 18.321.416 100,0 O IL SEEDS AND OLEAGINOUS FRUITS  22 2.124.889 11,6 199,9
of which: FEEDING STUFF FOR ANIMALS (NOT INCLUDING UNMILLED CEREALS)  08 2.009.096 11,0 197,1
A: Raw materials 11.434.169 62,4 METALLIFEROUS ORES AND METAL SCRAP  28 1.772.009 9,7 197,7

Food, beverages and tobacco (0+1) 5.783.506 31,6 MEAT AND MEAT PREPARATIONS  01 1.205.103 6,6 199,4
Raw materials (2+4) 5.422.072 29,6 OTHER TRANSPORT EQUIPMENT  79 1.110.706 6,1 78,4
Energy (3) 228.590 1,2 COFFEE, TEA, COCOA, SPICES, AND MANUFACTURES THEREOF  07 991.760 5,4 196,9

B: M anufactured articles 6.727.252 36,7 VEGETABLES AND FRUIT  05 937.711 5,1 187,6
Chemicals (5) 640.921 3,5 POWER GENERATING MACHINERY AND EQUIPMENT  71 588.325 3,2 79,7
Machinery and transport eq. (7) 2.830.844 15,5 PULP AND WASTE PAPER  25 572.776 3,1 198,7
Other manufactured products (6+8) 3.255.487 17,8 LEATHER, LEATHER MANUFACTURES, N .E .S.  AND DRESSED FURSKINS  61 569.172 3,1 194,5

EU-exports (fob)

1000 € - % - M ain products (SITC division):
SITC 
3rd 
rev.

1000 € %  of 
total

Intra-
industry 

trade 
intensity (1)

Total (A+B+C) 18.312.912 100,0 ROAD VEHICLES (INCLUDING AIR-CUSHION VEHICLES)  78 1.766.589 9,6 34,0
of which: OTHER TRANSPORT EQUIPMENT  79 1.724.178 9,4 78,4
A: Raw materials 798.680 4,4 MACHINERY SPECIALIZED FOR PARTICULAR INDUSTRIES  72 1.584.286 8,7 17,6

Food, beverages and tobacco (0+1) 442.488 2,4 GENERAL INDUSTR. MACH. + EQUIPMENT, N .E .S ., M ACHINE PARTS, N.E .S .  74 1.397.179 7,6 33,3
Raw materials (2+4) 194.293 1,1 ELECTR. MACH., APP. + APPLIANCES, N.E.S. + ELECTR. PARTS THEREOF  77 1.393.709 7,6 20,7
Energy (3) 161.899 0,9 TELECOMMUNIC.  + SOUND RECORDING + REPROD. APPARATUS + EQUIPMENT  76 1.075.545 5,9 13,6

B: M anufactured articles 17.081.054 93,3 MEDICAL AND PHARMACEUTICAL PRODUCTS  54 902.386 4,9 8,9
Chemicals (5) 3.269.617 17,9 POWER GENERATING MACHINERY AND EQUIPMENT  71 887.996 4,8 79,7
Machinery and transport eq. (7) 10.593.551 57,8 ORGANIC CHEMICALS  51 868.234 4,7 36,3
Other manufactured products (6+8) 3.217.886 17,6 PROFESSIONAL, SCIENTIFIC + CONTROLLING INSTRUM. + APPARATUS, N.E .S.  87 537.925 2,9 17,6

Source: COM EXT 2 database, EUROSTAT
Production: JDa/DG4/European Parliament
(1) The index can vary between 0 and 200: 0 means only exports, 200 only imports and 100 means balance in trade

 Index: (((x+m)-(x-m))/(x+m))*100

Trade relations EU-Brazil: 2001
Structural analyses
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EU-imports (cif)

1000 € - % - 2001 2002 % change
Total 18.321.416 100,0 15.679.003 14.675.360 -6,4

of which:
France 2.928.181 16,0 2.380.404 1.966.003 -17,4
Netherlands 3.201.217 17,5 2.784.626 2.614.033 -6,1
Germany 3.177.510 17,3 2.759.643 2.475.052 -10,3
Italy 2.298.449 12,5 1.998.659 1.858.013 -7,0
United Kingdom 2.143.852 11,7 1.788.520 2.019.363 12,9
Ireland 102.352 0,6 83.461 99.663 19,4
Denmark 134.516 0,7 120.273 79.026 -34,3
Greece* 188.902 1,0 157.442 86.055 -45,3
Portugal 557.700 3,0 467.922 564.162 20,6
Spain 1.383.724 7,6 1.233.149 1.148.628 -6,9
Belgium 1.584.942 8,7 1.369.065 1.291.485 -5,7
Luxembourg 47.534 0,3 46.838 3.002 -93,6
Sweden 275.601 1,5 234.686 240.286 2,4
Finland 168.321 0,9 145.937 132.536 -9,2
Austria 128.613 0,7 108.376 98.053 -9,5

EU-exports (fob)
Total 18.312.912 100,0 15.419.580 13.084.453 -15,1

of which:
France 3.319.383 18,1 2.567.066 2.496.786 -2,7
Netherlands 816.877 4,5 669.971 631.939 -5,7
Germany 5.707.306 31,2 4.908.966 4.137.417 -15,7
Italy 2.616.485 14,3 2.250.896 1.688.344 -25,0
United Kingdom 1.274.762 7,0 1.066.539 1.200.924 12,6
Ireland 226.060 1,2 194.371 117.207 -39,7
Denmark 200.683 1,1 175.777 136.189 -22,5
Greece* 20.863 0,1 18.115 10.345 -42,9
Portugal 224.769 1,2 187.056 142.462 -23,8
Spain 1.360.652 7,4 1.173.675 851.043 -27,5
Belgium 972.427 5,3 821.990 650.900 -20,8
Luxembourg 25.549 0,1 23.889 8.267 -65,4
Sweden 741.895 4,1 663.538 471.584 -28,9
Finland 431.868 2,4 367.881 329.433 -10,5
Austria 373.333 2,0 329.850 211.613 -35,8

Source: COMEXT database, EUROSTAT
Production: JDa/DG4/European Parliament
*For October 2002 the figures for Greece are estimated

Trade of the EU with Brazil by Member States

January-October:2001
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MIO ECU/€
EU-imports (cif) EU-exports (fob) Balance

1991 9.812 4.303 -5.509
1992 9.533 3.903 -5.630
1993 8.542 5.659 -2.883
1994 10.916 7.484 -3.432
1995 10.819 11.372 553
1996 10.442 11.711 1.269
1997 12.580 14.900 2.320
1998 13.226 15.650 2.424
1999 13.322 14.219 897
2000 17.527 16.551 -976
2001 18.321 18.313 -9

Jan-Oct: 2001 15.679 15.420 -259
Jan-Oct: 2002 14.675 13.084 -1.591

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

Trade of the EU with Brazil: 1991-2001
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ANNEX III

BRAZIL - ECONOMIC DATA (1)

Domestic Data

GDP Growth %

Inflation %

GDP per capita US $

Population (m)

Unemployment Rate %

Trade Balance US $ bn

Local Currency to US $

Local Currency to Euro 

External Data

Total Export Earnings $m

Foreign Direct Investment  $ 
m

Foreign Direct Investment % 
GDP

Total External Debt $m

Total Debt Service $m

Total Debt % GDP

1999

0.79

4.86

3197

167

7.60

-8.28

1.81

1.93

59.1

28.5

5.32

243.7

67.3

45.3

2000

4.36

7.04

3536

170

7.14

-9.10

1.83

1.69

68.0

32.7

5.45

238.
7

56.2

39.6

2001

1.31

6.84

2958

172

6.23

-5.06

2.35

2.10

70.8

22.6

4.43

226.
3

52.8

44.3

2002

1.93

8.45

2634

174

7.14

9.55

2.93

2.76

82.0

16.5

3.67

227.9

51.6

50.4

2003

-0.22

14.71

2786

177

12.32

18.91

3.07

3.47

88.5

9.5

1.93

230.0

70.0

46.6

2004 e

4.30

6.69

3214

179

11.95

26.10

2.95

3.62

90.5

13.0

2.28

225.0

68.0

39.4

2005 f

3.81

7.74

3519

181

11.73

23.33

2.99

3.73

-

-

-

-

-

-

(1) Source: World Markets Analysis
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ANNEX IV

By products 1000 EUR

1000 EUR % of 
total 1000 EUR % of 

total
01-99 Total 20.272.717 100,0 13.824.057 100,0

of which:
01-24 Agricultural products 8.648.371 42,7 428.896 3,1

of which:
02 Meat and edible meat offal 830.615 4,1 2.028 0,0
09 Coffee, tea etc. 837.032 4,1 2.926 0,0
12 Oil seeds and oleaginous fruits 2.281.207 11,3 15.055 0,1
23 Residues and waste from the food industries etc. 2.218.503 10,9 26.751 0,2

25-27 Mineral products 2.699.310 13,3 237.048 1,7
of which:

26 Ores, slag and ash 2.024.468 10,0 23.948 0,20,0
28-38 Products of the chemical or allied industries 658.695 3,2 2.894.160 20,9

of which: 0,0
29 Organic chemicals 270.536 1,3 899.340 6,5
30 Pharmaceutical products 42.005 0,2 695.660 5,0
31 Fertilisers 770 0,0 216.643 1,6

39-40 Plastics and rubber and articles thereof 293.435 1,4 765.795 5,5

41-43 Raw hides, and skins, leather, furskins etc. 409.442 2,0 33.111 0,2
of which:

41 Raw hides, and skins and leather 393.953 1,9 19.235 0,1

44-49 Wood and art. Of woods etc; Pulp of wood or other fibrous cellulosic 1.836.145 9,1 257.405 1,9
of which:

44 Woods and articles of wood; wood charcoal 833.367 4,1 6.104 0,0
47 Pulp of wood or of other fibrous cellulosic material etc. 769.383 3,8 5.694 0,0

50-63 Textiles and textile articles 269.479 1,3 163.443 1,2
64-67 Footwear, headgear, umbrellas, walking-sticks etc. 285.845 1,4 7.557 0,1

of which:
64 Footwear, gaiters and the like; parts of such articles 285.436 1,4 5.999 0,0

72-83 Base metals and articles of base metal 1.549.339 7,6 774.111 5,6
of which:

72+73 Iron and steel and articles of iron or steel 839.162 4,1 413.438 3,0
76 Aluminium and articles thereof 526.632 2,6 121.288 0,9

84-85 Nuclear reactors, boilers etc./Electrical machinery etc 2.026.382 10,0 4.932.041 35,7
of which:

84 Nuclear reactors, boilers etc. 1.469.632 7,2 3.292.813 23,8
85 Electrical machinery/equip. and parts thereof; sound  recorders etc. 556.750 2,7 1.639.228 11,9

86-89 Vehicles, aircrafts, vessels etc 706.908 3,5 2.097.853 15,2
of which:

87 Vehicles other than railway/tramway rolling-stock ets. 348.821 1,7 1.425.239 10,3
88 Aircraft, spacecraft, and parts thereof 352.079 1,7 639.870 4,6

90-92 Optical, photographic, cinematographic etc. instruments 95.640 0,5 615.276 4,5

Various ch Other  products 738.045 3,6 406.880 2,9
of which:

94 Furniture; bedding, mattresses etc. 305.878 1,5 60.163 0,4
Source: COMEXT database, EUROSTAT
Production: JDa/DG4/European Parliament

Imports (cif) Exports (fob)

Trade relations EU(15)-Brazil, 2004

CN 
Chapters
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ANNEX V

1000 € - % - 1000 € - % - 1000 € - % - 1000 € - % -
Total (EU25) 14.365.501 100,0 9.888.293 100

of which:
EU-15 20.272.717 100,0 13.824.057 100,0
of which:

France 2.246.325 11,1 1.490.779 10,4 1.845.142 13,3 1.262.790 12,8
Netherlands 3.966.296 19,6 2.835.004 19,7 653.481 4,7 451.914 4,6
Fr Germany 3.447.734 17,0 2.427.220 16,9 4.653.130 33,7 3.183.309 32,2
Italy 2.667.249 13,2 1.781.092 12,4 1.804.042 13,1 1.288.179 13,0
Utd. Kingdom 2.347.350 11,6 1.639.157 11,4 1.160.892 8,4 833.300 8,4
Ireland 199.841 1,0 108.721 0,8 151.105 1,1 112.444 1,1
Denmark 142.578 0,7 98.824 0,7 169.862 1,2 119.697 1,2
Greece 265.853 1,3 215.196 1,5 23.179 0,2 13.863 0,1
Portugal 854.530 4,2 587.792 4,1 154.570 1,1 100.323 1,0
Spain 1.836.868 9,1 1.263.481 8,8 1.070.529 7,7 803.381 8,1
Belgium 1.584.116 7,8 973.685 6,8 992.596 7,2 705.010 7,1
Luxembourg 11.687 0,1 10.466 0,1 24.922 0,2 20.220 0,2
Sweden 327.374 1,6 234.625 1,6 565.692 4,1 382.380 3,9
Finland 205.234 1,0 148.918 1,0 314.296 2,3 227.754 2,3
Austria 169.682 0,8 129.657 0,9 240.621 1,7 178.305 1,8

Malta 5.643 0,0 2.526 0,0
Estonia 6.845 0,0 7.467 0,1
Latvia 4.742 0,0 178 0,0
Lithuania 6.514 0,0 142 0,0
Poland 140.904 1,0 67.511 0,7
Czech Republic 53.545 0,4 56.248 0,6
Slovakia 22.147 0,2 8.447 0,1
Hungary 99.051 0,7 54.881 0,6
Slovenia 38.279 0,3 7.984 0,1
Cyprus 43.216 0,3 42 0,0

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

Trade of the EU with Brazil by Member States

2004 May-Dec.: 2004
EU-imports (cif) EU-exports (fob)

2004 May-Dec.: 2004
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ANNEX VI

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

1995 10.819 11.372 553
1996 10.442 11.711 1.269
1997 12.580 14.900 2.320
1998 13.226 15.650 2.424
1999 13.322 14.219 897
2000 17.527 16.551 -976
2001 18.348 18.309 -39
2002 17.332 15.484 -1.848
2003 18.029 12.150 -5.879
2004 20.273 13.824 -6.449

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

Trade of the EU(15) with Brazil: 1995-2004

-10.000

-5.000

0

5.000

10.000

15.000

20.000

25.000

M
IO

 E
C

U
/€

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

Trade of the EU(15) with Brazil: 1995-2004

EU-imports (cif) EU-exports (fob) Balance


	564035en.doc

