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1. EXECUTIVE SUMMARY

Since the approval of CSP 2007-2013, Brazil's palif economic and social context h
remained largely unaltered. The country underwenpeaod of political stability anc
remarkable success in economic and social developnuespite mixed results in tk

as
)
ne

environmental field, especially as far as defotestais concerned. The country has also

progressively consolidated its position as a regfiand global player.

Brazil has shown a notable resilience to the effettthe international financial crisis up
the third quarter of 2008, when the symptoms ofneaaic deterioration became appar
and persisted throughout 2009. In 2009, the courd@cgrded a slight GDP contraction
0.2%, the first since 1992. Yet the impact of theisrizas been relatively limited and t
economy remains in fair shape. Due to the soundraeaonomic fundamentals and f{
measures taken by the Government and the Centrdd Baensure liquidity of the financiz
markets and encourage domestic consumption, thaopcontinues to recover.

The present programming priorities are i) enhanbitaferal relations, and ii) promoting tf
environmental dimension of sustainable developm@werall, neither the financial cris
effects, nor the present status of the politiceabn®mic, social and environmental situati
require any changes in the CSP’s priorities anghaese strategy. On the contrary,

launching of the Strategic Partnership in July 2@®mplemented by the adoption of a Jg
Action Plan in December 2008, together with therapal of a comprehensive range
environmental legislation to control deforestataomd promote the sustainable developn
of the Amazonia, both contributed to strengthertimg relevance of the proposed strats
and the selected priority areas. As a consequéeheeBrazilian Government, civil socie
and the Member States generally consider that tiggnal response strategy, as defined
the CSP, remains valid and appropriate to the nugieuation of the country.

In order to reinforce the current programming fraraek and improve the quality, relevang

impact and sustainability of its specific intervens, some adjustments are proposed. T
include measures aimed at: (1) better focusingiies under Priority 2; and (2) improvin
coherence with other EU instruments and coordinatith interventions of other donors.
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2. MID-TERM REVIEW

2.1. Analysis of the Political, Economic, Social and Enkonmental situation

Political

Brazil is a federal republic made up of 26 Stated the Federal District (Brasilia), andb&0
municipalities. The Brazilian constitution, apprdven 1988, provides for three independent
powers: the executive, the legislative and thegiady. Brazil is a representative democracy, with
a President (head of the executive) who acts sanetiusly as Head of State and of the Federal
Government. All legislative and executive bodiesFaderal, State and Municipal levels, are
elected with four-year mandates, except the Seméteted for eight-years terms. The federal
legislative body is the National Congress, consistf the Federal Senate and of the House of
Representatives (Chamber of Deputies). Each StsteatState legislature and a directly elected
Governor, who heads the State executive and agptsninembers.

Although Brazil is a stable democracy with a wedvdloped political and institutional system,
several existing constraints have a negative efd@cgovernance, human rights and citizens’
security. Some of the most significant challengetuide:

a) the legal and regulatory complexity and the nieinprove the functioning of the judiciary
system and to increase the efficiency of public iagstration;

b) the need to enforce implementation of the exgstiegislation in several fields, including
human rights and environment. Although Brazil heasyvadvanced legislation in these areas, the
legislation is not fully implemented and violatioae often not punished;

c) violence, which is particularly serious in bigies and in the rural areas. Other causes of
concern are excessive use of force by law enforoewiicials, limited access to justice for the
poorest and most vulnerable sectors of society, @mase against indigenous people. This
situation generates a strong feeling of insecuantyngst citizens in both rural and urban areas.

d) frequent cases of corruption and unlawful useablic resources. This situation is often
associated with malfunctioning in the administratod justice.

e) relatively fragile links between the three lsvef government (Federal, State and municipal),
which make it difficult to define and implement @oés and reforms nationwide, to promote
national integration and to encourage balancedldpreent of the various regions.

Recommendations related to the abovementionedsisatee reflected in international reports,
such as those of UN Treaty Bodies (Brazil presemte@port on the implementation of the
International Covenant on Economic, Social and @altrights in 2009) or by UN Human
Rights Council Special Procedures (for instance, WiN Special Rapporteur on extrajudicial,
summary or arbitrary executions visited Brazil 09).

In a recent visit to Brazil, the President of th&l BHluman Rights Council commended the
experience of Brazil in the fight against povertgdaextreme hunger and in combating



HIV/AIDS. Referring to the very influential role drazil in this political body, she also stressed
the importance of building bridges and enhanciadpdjue in the Human Rights Council.

As a member of the UN Human Rights Council, Brézitommitted to upholding the highest
standards in the protection and promotion of hunigirts™. In response to its Universal Periodic
Review (UPR) by the United Nations, Brazil endoré&decommendations for the improvement
of its human rights situatidnlt also issued voluntary commitments for the faiplementation

of these recommendations, including commitmenitdeteelop a national system of human rights
indicators and to produce annual reports on theamunights situation, taking into account,
among other aspects, a follow-up of the UPR exercis

The implementation of these recommendations is-pamter alia — of the political discussion
between the EU and Brazil in the framework of aickteéd human rights dialogue.

Regional and international context

Brazil has been implementing an increasingly ass&eforeign policy, playing an active role in
multilateral fora and positioning itself as a regaetative of emerging countries and as a staunch
defender of poorer countries.

Brazil, a fervent supporter of multilateralism,dskey player in the major global debates and
international negotiations on climate change, tBorm of the United Nations, the Doha
Development Agenda and the eradication of poverntyfaunger. It is seeking increased political
weight and wishes to take a fuller part in a revadhglobal-governance system (G-20, IMF,
World Bank, United Nations). In the context of Udfarm, Brazil has been lobbying intensively
for a permanent seat on the UN Security Councit #lso actively lobbying for the dismantling
of agricultural subsidies, within the G20 and & WWTO. Brazil is leading a UN peacekeeping
force in Haiti. Building up a position as leadertbé ‘south’ in the run-up to the London G-20
Summit has been at the forefront of Brazilian fgnepolicy. Like the EU, Brazil also favours
better international regulation of financial maskeln many major world issues Brazil's views
converge with the EU’s, such as the importance afudti-polar world to achieve sustainable
development and the role of regional integration goosperity and peace. The fight against
poverty, climate change and peace and securitgtasr areas of multilateral interest with views
shared by the EU and Brazil.

Although Brazil's standing as a regional leadeiSwuth America is sometimes challenged, the
Government has aimed to strengthen Brazil's role asajor player, particularly active in the
promotion of the South American Community of NaidiUNASUR) and of the Community of
Latin American and Caribbean countries (CELC).

Brazil plays an important international role in fm@motion of biofuels as an alternative energy
source.

! http://www.un.org/ga/search/view_doc.asp?symbob2A777&Lang=E.
2 http://lib.ohchr.org/HRBodies/UPR/Documents/Ses$siBR/A_HRC_8 27 Brazil_E.pdf.



The economic situation

In 2007 the Government launched a new programmactelerate growth (PAC — Plano de
Aceleracdo do Crescimento) aiming to increase tbevily rate to 8 by 2008. However, as a
result of the financial crisis, the Brazilian ecanpdecelerated in the fourth quarter of 2008 amid
tightening external and domestic credit conditicasd worsening consumer and investor
confidence, putting a halt to a five-year busineesm Despite the last quarter contraction,
overall 2008 GDP expanded 84l as compared with 5% in 2007, reflecting the strong
performance seen in the first three quarters ofigoal year. In 2009 the country felt the heat of
the global economic crisis and recorded a slighPGntraction of 0.2, the first since 1992.
Yet the impact of the crisis has been relativetyited and the economy remains in fair shape. As
a result of the combination of countercyclical eisand monetary stimuli with improved
domestic and external credit dynamics, the Braz#ieonomy continues to recover.

The Brazilian Government has responded to thescw#h an expanded social security net and
increased investment plans in infrastructure andsimg. Before the crisis, Brazilians were
benefiting for the first time in a generation fratable economic growth, low inflation rates and
improvements in social well-being. Since 2004, Brazilian Government has coupled stable
macroeconomic management with well-directed sqaoéities. This double focus delivered good
results. In recent years, sustained by strong cadfitynprices, the economy has grown strongly,
averaging 4.86 between 2004 and 2008, well above average agnoath (of just below 2.%)

in recent decades (World Bank, 2009).

Inflation rates remain under control at around%.& year. The country has accumulated foreign
exchange reserves of over B billion and has seen a great drop in publid damerability
(World Bank, 2009).

In 2009, the trade balance posted a surplus of24dS3billion (down 0.26 from 2008), the third
consecutive annual fall and the lowest level regest since 2002. Brazil's external trade was
heavily affected by the global economic slowdowd aredit crunch in trading finance in 20009.
Trade flows have contracted from USHL.1 billion in 2008 to US380.6 billion in 2009 (-
24.4%), with exports dropping from US$7.9 billion to US$52.3 billion (-22.P6) and imports
declining from US4.73.1 billion to US427.6 billion (-26.3%).

Bilateral trade flows have risen constantly in recgears. In 2008, the EU exported merchandise
to Brazil for €26.3 billion compared with just over2d billion in 2007, an increase of 23
From Brazil, the European Union imported goods €85.5 billion in 2008, compared with
€32.8 billion in 2007; this is an increase of @2As a consequence the trade balance continues
to reflect a deficit for the European Union d.£ billion in 2008 against £L1.5 billion in 2007.
This deficit is mainly due to Brazil's large expodf agricultural products to Europe.

The EU continues to be Brazil's first trading partwith 25.8%6 of exports and 22% of imports
(2007 figures), although the EU’s relative impodarhas diminished slightly in the last few
years, due for example to strong growth of Chireeg®orts to Brazil.

As in many other regions of the world, sustainealrgh is the major challenge for the Brazilian
economy. Macroeconomic stability has laid the fatiwhs, but average growth has remained
below the global and Latin American averages ewefork the financial crisis. Despite some
advances in microeconomic and institutional refqracsivity by the private sector is still stifled
by various barriers and regulations that preveatdbuntry from achieving its growth potential.
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Bottlenecks include inadequate infrastructure, gmginess climate, high tax rates, high cost of
credit and rigid labour markets. The Growth Accafien Plan launched in 2007 to increase
investment in infrastructure and provide tax inoesg to encourage faster and more robust
economic growth is credited as one of the majotofacbehind the country’s 5% growth in
2008, and the Government is expanding and compliéngeit with a large popular housing
programme aimed at boosting investment and mihgathe impact of the crisis on jobs and
economic activity.

The social situation

Brazil is placed at the ¥0position in the Human Development Report for 22088 (UNDP).
Brazil's human development index was 0.800 in 2808 placed the country for the first time
among those with the highest development index. éd@w this should be treated with caution
as, although the current Brazilian Government haslenthe social agenda its top priority,
poverty and inequality remain at high levels andpite improvements, the educational system
still suffers from poor quality and Brazil also @its extreme regional differences. This is a
rather modest position compared with the countiggels of economic development and
technological sophistication.

According to the World Bank (2009) improvementstie macroeconomic foundations were
accompanied by equally important advances in tiseakmdicators. The Brazilian report on the
achievement of MDG (September 2007) states thaileviin 1990 8.86 of Brazilians lived in
extreme poverty (less than 1 dollar a day), thixgmage had dropped in 2005 to only%.2
The poverty rate, as measured by a per capita iacofmhalf the national minimum wage
(approximately US$.5 per day), dropped from 394 of the population in 2003 to 308 in
2007, handily meeting the Millennium DevelopmentaGad hese results were mainly due to cash
transfer programs (such as the Bolsa Familia), @l a8 increases in labour income (especially
minimum wages) and the decline in unemploymenngfaver 1246 in 2003 to just below % in
2008). The Gini coefficient, which measures incanacentration, continued to fall from 0.593
in 2003 to 0.552 in 2007, a% decline. In 2008 the Gini coefficient for Brazilas 0,544
portraying a high income concentration.

According to World Bank data (2009) Brazil has aeleid other important results in the
improvement of living conditions:

+ Income distribution — In 2004, the richest%0of the population accounted for 4%60f
Brazil's income. In 2007 this share had been reduoel3.0% (PovcalNet)

- llliteracy — Despite improvements there is stilhigh illiteracy rate. According to September
2009 IBGE data, 9,2% of Brazilians are illiteratel 21% are functionally illiterate.

+ Infant mortality declined from around 50 ped0 live births in 1990 t@9,88 in 2010

« School enrolment in basic education rose fron%8H, 1990 to 9%0 of the population
between 7 and 14 years of age in 2005.

However, although education indicators show thablements in basic education are nearing
100%, the frequency in pre-primary and secondary dtutaemains low, if compared to other
middle income countries. Despite improvements,tiecational system still suffers from poor
guality at the basic and secondary levels. Brdzih @xperiences extreme regional differences,
especially regarding health, infant mortality andatrition indicators. The Brazilian Education
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Development Plan intends to reinforce higher edacawith a focus on training of teachers in
order to improve the quality of primary and secamdeducation in the country. Brazil also
wishes to reinforce technical higher education sthbdy doubling the number of Institutes of
Technological Education (called IFETS).

The objective of the Brazilian Government in thediof higher education is to expand access to
higher education by social inclusion. In order totdat, the Government is proposing to increase
the number of students in federal higher educaitistitutions and to offer more scholarships
under the PROUNI (Education for all programme) #mel student credit programme (FIES —
student financing). Although higher education isr@asingly perceived as the key to the
country’s successful insertion into the global ewoyg, only about 1% of young people are
enrolled in higher education. This is quite low @ared to other countries in the region
(Argentina 3®%6; Chile 326; Uruguay 306; Venezuela, R.B. Z% [World Development
Indicators 2001]) and to the OECD country average286 (OECD, 2001).

The environment

In 2005, Brazil's was the world's fourth largestiten of greenhouse gases (GHG), releasing 2.2
billion of CO2 equivalent (CO2e) — equal to abo@b Bf the world GHG emissions. Differently
from industrialised countries and other emergingneties, land use changes are today
responsible for around b of Brazil's GHG emissions, including deforestatio the Amazon,
which is responsible for 3% of the country's total emissions. This situati®martly offset by
low emissions in the energy sector, mainly thankshte extensive use of hydropower for
electricity production and biofuels for transports.

Deforestation is advancing rapidly in the Amazorgioa, particularly in the so-called
‘deforestation arch on the agricultural frontier. According to INPEurrently 186 of the
Amazon region has been deforested so far. It has fiind that 5% of deforestation in 2007
took place in just 36 municipalities, mainly in tBéates of Mato Grosso and Para. However, the
government has significantly stepped-up public cactio combat illegal deforestation in the
Amazon. As a result of this a decline of 55% in A& felling has been reported, the lowest
deforestation level since monitoring began.

According to the Ministry of the Environment, thalwe of environmental services rendered by
Brazil's ecosystems (in terms of mega-biodiversibnservation and carbon sequestration) is
several trillion Euros per year. Therefore Brazkla key and strategic role to play on a global
scale, a role which the country has accepted sihce party to a number of international
conventions on environmental issues (biodiversitglimate change/Kyoto Protocol,
desertification, endangered species, etc.) andicjpates actively in international conferences on
the environment. Although the Ministry of the Emrnment endeavours to promote the
environment as a horizontal issue that should kentanto account in all important public
policies, other ministries still consider the epviment as an impediment to economic growth.

In 2008, the government published a major initatior the Amazon: the Plan for a Sustainable
Amazon (PAS) . The PAS establishes guidelines aidifes for the sustainable development of
the Amazon Region. It will apply the principles‘Btonomic and Ecological Zoning’ (EEZ), a

recently established planning tool for environmergad territorial management, aiming at



promoting a model of sustainable economic developnreall regions (not only the Amazon)
which present serious risks of socio-environmecdalflicts.

The main financial tool to implement the PAS is theently established ‘Amazon Fund’ (Decree
6527, 01/08/2008), which should become the maianimal instrument to support the Brazilian
policies to combat deforestation, reduce carbonsgioms and promote the conservation and
sustainable use of the Amazon biome. The Fundheiladministered by the Brazilian National
Development Bank (BNDES) and the fundraising medmans based on the results achieved in
reducing emissions from deforestation in the BrazilAmazon. The Government objective is to
raise about US30 billion by 2020, with an immediate target of USKillion by 2011. Up to now
the major financier is the Government of Norwayckihagreed with the Federal Government a
global donation of US$ billion to be disbursed by 2015. On 25 March 2@®08 Norwegian
government signed a contract with the BNDES regardine disbursement of a first tranche of
US$110 millions in 2009 and 2010). Several donorsluiding Member States, are considering
contributing to the financing of the Amazon Funddahe German government has already
announced a donation of W8 million by June 2009.

Whilst Brazil historically has held a defensive ios, arguing against emissions reduction
targets for developing countries, in December 2@08,Senate approved the National Climate
Change Policy, which includes a target enshrinerazilian law (but still voluntary in terms of
the international negotiations) to reduce the ctsitCO2 emissions by 36,1%-38,9% by 2020
compared to "business as usual"), as pledged irCtpgenhagen Climate Change Summit of
2009. The majority of emissions reduction will lEhi@ved through Brazil's associated target of
reducing Amazon deforestation by 80% by 2020. Theidity of Environment has additionally
published plans to reduce deforestation in theaderby 40% by 2012. In January 2010, Brazil
associated with the Copenhagen Accord, therefoetingethe deadline agreed by UNFCCCC in
Copenhagen.

The National Climate Change Policy also includetaw that creates the National Climate
Change Fund. The principle source of finance ferftind will be a 10% tax on oil companies’
profit — expected to raise 800$USD million perryea

Brazil's pledgepotentially marks a major national effort to cobtrie both to climate change and
biodiversity protection. Brazil's ambition appeaosbe in line with the EU objective of halving
tropical deforestation by 2020. The National Climahange Plan was turned into law in
December 2009.

Degradation of the quality of water resources istla@r serious problem stemming partly from
the extensive — and poorly controlled — use ofilieers and pesticides and partly from
problems associated with the lack of basic saoiaéind with other contamination of diverse
origins (discharge of insufficiently treated induet effluent, accidents, etc.). In areas of
intensive agricultural production, this createsaes problems of soil erosion, sedimentation of
streams and contamination and reduction of thel lef/@&inderground rivers. Deforestation at
river heads also causes degradation of rivers.

Another significant problem in Brazil is urban pdibn. In many cases the strong migration
flows from rural to urban areas during the last fdecades have unleashed explosive and
uncontrolled growth, which was not accompanied énalpel development of basic infrastructure.
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Air pollution levels are high in big cities, maintjue to traffic congestion and the concentration
of industrial activity. Problems related to lacksaiitation are sometimes worse in middle-sized
and small cities than in big cities, which have enggsources to deal with them.

2.2. EU policy objectives and commitments

Integration of EU policies in the EU/Brazil policy framework

The latest main EU policies have been mainstreamiéld the EU/Brazil policy framework
through the Strategic Partnership launched in 2067, complemented by the adoption of a Joint
Action Plan (JAP) in December 2008.

The JAP is very comprehensive and envisages sédiatagues on key issues such as climate
change and energy, regional cooperation, regulatodyindustrial policy cooperation, social and
employment issues, education, culture, sciencdexithology, and several others.

The projected support for sectoral dialogues, fteathrough the CSP 2007-2013, will be one of
the instruments used to foster and stimulate thelae holding of these dialogues.

Donors’ coordination and the aid effectiveness ageia in Brazil®

The culture ofcoordination between donorsis minimal: with fragmented cooperation based on
(usually small) projects unrelated to a sectoralgpgmmme, and lack of budget support, the
context is not conducive to fostering donors’ camation. The Brazilian Government, in turn,
does not see donor coordination as one of itsipasr

Against this backdrop the emphasis is more readiliyi placed on maintaining a regular flow of
information among donors on their activities. Téitsiation largely explains why the initiative of
the ‘EU code of conduct on division of labour invdlspment policies’ was coldiyreceived by
EU Member States’ embassies in Brasilia. Anothasoa is the major financial asymmetry
among the EU Member States involved in bilaterabpewation: Germany (2007 figures)
represents roughly 2@ of the global value of EU bilateral cooperatiathe European
Commission +/- 166, with Spain, Italy and France sharing the balance

The division of labour already exigie factoand the disparity of financial resources among EU
donors would make it meaningless to attempt a idnisf tasks between a maximum of three
focal sectors as suggested by the Code. Prospecg®iit EU programming are therefore
extremely low.

The establishment and implementation of a compEhieaid effectivenessagenda in Brazil
based on the principles of the Paris DeclaratioohEffectiveness and the Accra Agenda for
Action are hampered by different factors, amongcvhihe following should be highlighted:

® For further information on donors’ activities imeil, see Annex 2.

* The topic was discussed on 24.9.2007 under theiqase Presidency with a lot of scepticism asstoelevance
in the Brazilian context.

® This would also imply that EU MS and the EC haweess to the same programming tools, which isréanfoeing
the case.
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» Brazil has not endorsed the Paris DeclarationhasSiovernment considers that it essentially
reflects the positions of traditional donors an@slaeither incorporate the particularities of
South-South cooperation nor the specific positignof the new emerging donors. In
consequence, Brazil only endorsed the Accra AgémidAction after ensuring the inclusion
of a specific point on South-South cooperation g1 &at merely binds its actote use the
Paris Declaration principles aa point of referencan providing development cooperation’
Besides, the country’s delegation to Accra cleatiyted in its final declaration th&he
existence of different models of providing coogeratioes not mean that one set of practices
is better or superior to the other one’

= Official Development Assistance (ODA) in Brazil hasly marginal importance, especially
when compared with the scale of financial requinetsefor the national development
programmes. As a consequence, Brazilian authouitesot usually promote, as happens in
other countries, joint donors’ meetings to disctiss ‘division of labour’ among them and
other cooperation issues. In this context, theucailbf coordination among donors in Brazil is
also, in general, quite weak and cooperation progras are usually fragmented and based
on individual projects financed by one single donor

= The Brazilian legal and administrative procedureguired to ‘internalise’ external donors’
resources into the national budgets are complextiamelconsuming, usually resulting in
lengthy preparation and start-up delays. Besidese dhe resources are ‘internalised’, the
Brazilian public bodies usually experience seritegal difficulties in fully observing the
financial and contractual controls required by difeerent donors. This situation may evolve
in the medium or long run, but in the short run @sngenerally prefer to avoid these
problems by keeping centralised management proesdardeploy their assistance.

In summary, we may say that a coherent aid effengs agenda in Brazil should not strictly
follow the Paris/Accra principles and guidelinesf bhould try to ‘interpret’ and adjust them in
the light of the specific characteristics of theicty.

More specifically, the principles of improving matial ownership and aligning cooperation
activities with the national priorities should Heetbackbone of such an agenda. Nevertheless,
ownership should not be sought, at least in thetslum, by insisting on using the country’s
procurement or financial systems, but rather byrgnigeing leadership of the final beneficiaries
in the coordination and management of the actait@imilarly, harmonisation among donors
should not be sought, in general, through commeengements at country level to finance and
implement joint action or through a ‘division ofblaur’ pre-agreed with the Government, but
rather by intensifying consultations with the naibauthorities and civil society and by keeping
a regular flow of information among donors.

Especially when we compare the relatively modestAQBsources offered to the country with
the huge financial needs of its development prognas) the use of general or sector-wise budget
support approaches seems quite inadequate in #zdiBn context. One possible exception is the
environment sector, where the Government is appingcdonors to directly co-finance
programmes in areas like deforestation and climasage, but the financial needs in these cases
are far beyond the traditional ODA resources andldvoequire a specific approach.
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Consultations with other donors, the Brazilian Gomeent and civil society have shown that the
above views are generally shared by these partners.
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The role of Non-State Actors in EU cooperation in Bazil

Non-State Actors are important beneficiaries artdracof EU cooperation in Brazil, not only in
our thematic cooperation (currently equivalent fe 40% of the global value of the ongoing
cooperation project portfolio) but also in bilatecaoperation (notably under Priority 1 of the
CSP 2007-2013 strongly involving higher educatiostitutions), not to mention regional
cooperation, which largely benefits a range of Biaz civil society networks.

The EU Delegation has made a marked effort to @s®ocivil society in the design and
discussion of our cooperation. In November 2008Satvador, the Delegation convened about
200 NGO members to discuss the strategy to be pdsuwough the (decentralised) programmes
for NSA and Human Rights. The event was a sucaesdea the EC Delegation to take on board
many recommendations made by the NGOs. As far lasetal cooperation is concerned the
Delegation organised a brainstorming in May 200¢hwiniversity and environmental NGOs
belonging to the CSP MTR.

The EU actively encourages the participation ofifess communities from both sides as the
development of common projects contributes to imipig the business environment between the
EU and Brazil.

Local authorities play a less systematic role inanoperation: the EU Delegation involves them,
through consultation for example, when they areddiy concerned by our projects.

The national Parliament has not shown any markilest in EC cooperation, probably in view
of the very modest sums compared with the scalthefproblems faced by the country. It is
nevertheless generally consulted by the EC Delegatind its relevant committees are kept
informed on programming and implementation actti

2.3. Results, Performance and Lessons Learnt

The 2007-2013 CSP identified two main focal area&fC assistance in the period:

1) enhancing bilateral relations; and

2) promoting the environmental dimension of susthie development.

An indicative allocation of €1 million was assigned to these priority areas%66f which

(€39.65 millions) was earmarked for the 2007—2010opeiThe next table presents the situation
of commitments against forecasts (as expecteceatrid of 2009):

NIP 2007-2010 Forecast Actual Percentags
Priority 1 - Enhancing bilateral relations 27.755 Z.755 100.06
Action 1: Facility to support sectoral dialoguep 6.100 6.100 100%
Action 2: Higher education programme 18.605 18.605 100.0%
Action 3: European Studies Instittite 3.050 3.050 1009
P'I’IOI‘Ity.Z - Promotlng the environmental 11.895 4.910 1%
dimension of sustainable development
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Action 1: Municipal Agreement for Reduction of

; 4.910
Deforestatiof
TOTAL 39.650 32.665 82%

1 - Second phase 4€1 millions) to be committed in 2009.
2 - To be committed in 2009.

We can see that while the commitment targets fer2007—2010 period were achieved in 2009
for Priority 1, implementation of Priority 2 repesgs 41.360 of the target at end of 2009.
However, the remaining resources allocated for rRyi®2 in the 2007-2010 NIP &985
millions) will be committed in 2010 through projedtsupport for the Conservation Units of the
‘Terra do Meio’in the Amazonian State of Para. This means thab&2010 the NIP 2007-2010

will be 100% committed.

Despite the limited experience with the implemeaatabf the NIP 2007-2010, some lessons may
already be learnt from the preparation and starthggmost important of which are:

a) The consultations during the negotiation and prpar of the specific activities showed
that the Government, civil society and the Membé&at€d generally consider that the
original response strategy, as defined in the G8Mains valid and appropriate for the
current situation of the country. The foreseeatvipacts of the financial and economic crisis
do not require any immediate adjustments, but tresd to be closely monitored in view of
the continued uncertainty as to the extent andtduraf the crisis in the developed and
‘emerging’ economies.

b) Some developments in recent years underlined tpeoppateness of the strategy and the
relevance of the chosen priority areas, notably:

» The organisation of regular EU-Brazil Summits si@0@7, significant progress made in
EU-Brazil relations since the adoption of the cotr€SP, the launching of the EU-
Brazil Strategic Partnership and the adoption ef dbint Action Plan injected a new
strong dynamics in high-level policy dialogue amd the various sector dialogues,
powerfully enhancing the validity and relevancehedf first CSP’s focus.

= The recent changes made by the Federal Governmetst énvironmental policies and
legislation, especially through the launching oé thustainable Amazon Plan in May
2008 and the adoption of the National Climate CleaRglicy in December 2009 by the
Senate , also contributed significantly to the digi and relevance of the second CSP’s

focus.

c) The negotiation and preparation of specific prgedheir approval by the Brazilian
Government and their start-up have so far beempenably easier than in the case of the
2002-2006 programme. This is essentially the resfit combining the CSP’s
recommendation to focus interventions on ‘soft’ mweas that, despite their modest size,
can have a positive multiplier effect and help axmise impacts in terms of development,
with the option of managing the projects centrallyn joint management with International
Organisations. This has enabled us to avoid theereevegulatory and administrative
constraints that hampered the implementation o20@2-2006 CSP.
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In parallel with the above positive features, theparation and implementation of the 2007-2010
NIP has also faced some difficulties and constsaimat should be also highlighted:

d) Most of the EP’s objections to the CSP Brazil 2Q¥E3 continued to be raised under its
‘right of scrutiny’ of the AAPs. This delayed thpmoval of the specific projects. This was
the case with the AAPs 2007 (Sector Dialogues Supiacility) and 2008 (Academic
Mobility Programme).

e) The Brazilian Ministry of Education (ME) has pleddstrongly for greater involvement in
the preparation, management, monitoring and evaluadf the ‘Academic Mobility
Programme’ under the mechanism of the Erasmus Mundixternal Cooperation Window
(EM-ECW). This generated some controversy befoeegptiogramme launch and diminished
the sense of ownership of the national authorities.

In summary, it appears that the original responisgeg)y, as defined in the CSP, remains valid
and relevant to the current political, social amdremic reality of Brazil. The implementation
procedures followed also seem well suited to copwty the rigidity of both the Brazilian and
EC regulations and management procedures, but smasures might be taken to improve the
guality and effectiveness of interventions. Thigi¢owill be addressed in more detail in the next
section.

2.4. Quality improvements

2.4.1. Better focus of activities under Priority 2

a) The fact that no specific activities were identfifor Priority 2, either in the CSP/NIP or in
the MoU signed with the Government, excessivelyatlem the scope of bilateral discussions
on specific interventions, thus leading to delayghe implementation of this component. We
thus believe that the MTR should define a tighbentatic focus for the specific interventions
under Priority 2. It is clear that: (1) deforestatin the Amazon agriculture frontier is one of
the major environmental problems in Brazil, withgrtial devastating effects at regional and
even global level; (2) more than 2/3 of the toabon emissions of Brazil are directly related
to deforestation; and (3) the EC previous expegemnt controlling deforestation and
promoting sustainable development of the Amazon farest is relevant and can bring
important added value to other interventions. Tdwu$ for Priority 2 should therefore be on
helping to reduce deforestation in the Amazon agdjrce frontier, which will also contribute
to reducing Brazilian carbon emissions and thusotabating climate change.

2.4.2. Improve coherence with other EU instruments andaioation with interventions
of other donors.

There is potential to improve coordination, espécia the following areas:

a) Coherence between the bilateral programme and @&bemstruments can be improved in
two ways: (1) feed relevant results, good practiaed lessons learnt from thematic and
regional projects into the preparation of bilatardgerventions; and (2) try using thematic
projects, especially in ‘de-concentrated’ calls pooposals, to test, disseminate, complement
or further develop relevant achievements of bikdtprojects.
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b)

Coordination may also be improved between the E&kBibilateral programme and other
EU programmes that have cooperation componenteam@éor Brazil, as is the case for the
7" Framework Programme for research and technologieatlopment, under which some
calls specifically addressed to Brazilian instdus are being launched, and the ALFA
programme which is complementary to Erasmus Murahus its Brazil ECW. It is to be
noted that in the new phase of the Erasmus Munthgrganme (2009-2013), Action 2 now
encompasses the former Erasmus Mundus External eCatogn Windows (including the
special lots for Brazil). The purpose of regrouping Erasmus Mundus External Cooperation
Windows under a specific action in the new Erastusdus programme was to improve
coordination and coherence in EC higher educattogrammes.

Coordination with Member States should also be awed in both key areas, but especially
on Environment, where a further alignment of obyed, strategies and programmes is
fundamental to enhance the influence, visibilitgl ampact of the EU as a whole. Another
field of coordination, though outside bilateral pecation, is the discussion of triangular
cooperatiofi (Brazil/EU/ACP countries) launchéih 2009 and which should be pursued.

2.5. National indicative programme

The two main priorities of EU assistance identifiedthe 2011-2013 CSP are:

1) enhancing bilateral relations; and

2) promoting the environmental dimension of susthie development.

An indicative allocation of £1.350 million has been earmarked in the periodl2@013.

Indicative budget for the period (2011-2013):

CSP 2011-2013

Priority 1 - Enhancing bilateral relations 14.945
Action 1: Facility to support sector dialogues (RledIl) 3.050
Action 2: Higher education programme(Phase II) 11.895

Priority 2 - Promoting the environmental dimensionof sustainable
development 6.405

® Funding will come from other sources: probablyeiralia, European Development Fund (EDF).

" In May 2009: seminar in Brasilia jointly organisby the German Cooperation Ministry, the EC Delegaand

ABC. Many EU embassies attended, notably UK whiakiega presentation with Germany and the Eueopean
Commission,.
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TOTAL 21.350

PRIORITY 1 — ENHANCING BILATERAL RELATIONS
Main priorities and goals

The long-term impact expected from action on thiergy will be to strengthen bilateral
relations between the EC and Brazil and to makalaeble contribution to Brazil’s development,
especially to promoting social inclusion and aclmg\greater equality.

To meet these objectives, exchanges between thendWBrazil will be stimulated as part of the
relevant bilateral cooperation; existing or futsector dialogues and academic relations will be
facilitated and intensified. This will help to baen and deepen discussions between Brazil and
the EU on themes of mutual interest, create a ¢térohconfidence between the parties, stimulate
exchanges and networking habits between relevakelsblders from both parties and promote
better mutual knowledge and understanding. It alglb contribute to seizing new opportunities
for exchanges and to building wider consensus lewvaat themes.

Broadly, support can be given to all the sectoftodiaes envisaged in the Joint Action Plan
signed in December 2008, following the EU-BrazitaBtgic Partnership Agreement, signed in
July 2007.

The activities planned to intensify academic relagiwill help to establish stronger links between
European and Brazilian academic institutions. Tlilincrease the present and future decision-
makers’ knowledge of successful European expergeacel good practices potentially able to
tackle Brazil's development challenges.

Specific objectives

The objective of EU cooperation with Brazil on tlpsgority is directly to contribute to the
following specific objectives:
= Improve the sector dialogues between the EU andilBra themes of mutual interest.

= Expand cooperation and exchanges between relevsop&n and Brazilian institutions and
civil society organisations.

= Strengthen links between EU and Brazilian academia.
= Enhance mutual awareness between EU and Braazil&itutions and societies.

Expected results

Action on this priority should lead to the follovgmesults:

— More frequent, more diversified and easier sectalodues between EU and Brazilian
authorities, resulting in organisation of event®doction of sector or thematic studies,
provision of technical assistance, specific agregmeeffective exchanges of best
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practices including technical visits and short-tesecondments, transfer of knowledge
and improved capabilities to design and implemeetaate policies and programmes.

— Enhanced cooperation between Brazilian and Europieatitutions, civil society
organisations and other relevant stakeholders/tiegun specific initiatives to develop
joint undertakings.

— Consistent and sustainable increase in the numbexahanges of graduate and post-
graduate students, teachers and researchers amérimiership agreements between
European and Brazilian universities and higher atlon institutions.

— Regular dissemination of relevant information oe tBuropean Union and Brazilian
reality among both parties’ societies.

— Development of European studies in Brazil, in coapen with Brazilian universities and
other higher education institutions.

Activities to be implemented

Action 1: Facility to support sector dialogues

This facility is aimed at promoting and supportsegtor dialogues on themes of common interest
between, in order of priority: relevant Brazilianimistries and European Commission DGs
bringing together other EU and Brazilian stakehdsuch as local governments, business
associations, civil society organisations, etc. fite¢ and second phases of the project have been
financed (€6 M for both phases) under the NIP D{2@010). The first phase will end late 2010.
It gives priority, albeit not exclusive, to thregeas: environment, social inclusion and
territorial/regional development. It has been qusteccessful, as at late 2009, in terms of
commitments/disbursements of funds. We will condudjuality review of the project in 2010
before launching the second phase in late 2010tHihe phase will be committed and launched
under the NIP 2011-2013.

Action 2: Higher education programme for Brazil

The objective is to facilitate access to the Euampéligher Education Area for Brazilian
postgraduate students and university professidnadsder to increase their employability skills
and opportunities in their country.

This will in turn contribute to strengthening acade, political, economic and cultural links
between the EU and Brazil.

The programme has high visibility, as it is carrmat under Action 2 of the Erasmus Mundus
Partnerships (previously called Erasmus Mundus rBateCooperation Window), a name that
embodies European excellence in higher educatioperation and mobility. In 2007 and 2008,
under the NIP 1, two calls were launched (for aam of +/- €9 M each), specifically targeting
Brazil (the ‘Brazil Window’), and were a succesdthdugh the programme is managed by the
EAC-EA (Education and Culture - Executive Agendig content of the call is decided by the
Brazilian Ministry of Education and the latter wide also closely involved, jointly with the EC
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Delegation, in the monitoring activities. The sedqart of the programme will be committed in
2011-2013 under the NIP 2. The number of calls kil be launched, probably two, has not
yet been decided.

Integration of cross-cutting issues

All the abovementioned programmes are expectedakenpositive contributions to enhancing
social inclusion and achieving greater equalitgpeet for democracy, the rule of law and human
rights and to better governance. Furthermore, fpetieasures will be taken to ensure that
programme activities actively promote sound envimental practices and disaster risk reduction,
incorporate gender equality and actively suppoet plarticipation of disadvantaged population
groups. Given the nature of the activities planried,programmes are not expected to have any
direct negative environmental impact.

Financial envelope

70% of the total funding for the bilateral cooperatibetween the EU and Brazil in the period
2007-2013 will be allocated to this priofitys5% of these resources (or 4%65of total funding)
will have been committed during the period 2007-28afd the remaining 356 (or 24.3% of the
total) during the period 2011-2013.

Activities under other EU budgetary instruments inBrazil

Actions planned under this priority fully complenterarious EU instruments for education,
training and academic exchanges, notably the ALF#gmamme. Action 1 could also strongly
complement other regional programmes (Al-Investydlrand EUROsocCIAL) as well as with
activities under different thematic budget linesif@ean Instrument for Democracy and Human
Rights — EIDHR, Environment and Gender) and under " Framework Programme for
Research and Technological Development. Appropniegasures will be taken during design and
implementation of the different programmes to eitgotential synergies between them.

PRIORITY 2 — PROMOTING THE ENVIRONMENTAL DIMENSION OF SUSTAINABLE
DEVELOPMENT
Main priorities and goals

The EU’s main priority will be to fight deforestati and protect biodiversity in threatened
Brazilian biomes,— with a special focus on the Aoraagriculture frontier, without excluding
support for possible initiatives in other biome®(@do for example).

Specific objectives

The specific objectives of this priority will be smpport Brazilian actions:
» To curb deforestation;
» To prevent loss of biodiversity;

® This Action 2 also comprised the Institute of Eagan Studies project committed in 2009 under NI2QD7—
2013) and launched in 2010. However this projetitvait benefit from additional financing under N2R(2011—
2013).
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= To combat climate change through the reductiomuésions of greenhouse gases (GHG)
due to deforestation, thereby contributing to Bisafforts to;

» To create income and added value in local commasitand thus improve living
conditions of indigenous people, traditional popioless and rural disadvantaged
populations;

= To improve governance in natural resource utilisati

Expected results

Action on this priority should aim at to the followg results:

- Reduction in annual deforestation rates and rel@td@ emissions;
- Increased income for rural disadvantaged populationarget regions;
— Establish and implement agreed and sustainableus@glanning strategies;

— Better respect for the rule of law and increasefdreament of environmental legislation in
forest areas;

— Increase in sustainable production and creatidacaf value;

— Improvement of the local management capacity fetasnable production;
— Availability of new marketing channels;

— Increased applied research for the abovementioctedties.

Activities to be implemented

Action 1: Support for the protection of threater®@omes and improvement of living conditions
of forest populations

The activities to be financed by the EU will cohtrie to the Brazilian Government’s policy to

protect the country’s threatened biomes and redbEé> emissions, especially through the
effective implementation of the ‘Sustainable AmazZérogramme’ and the ‘National Climate

Change Policy’. Efforts should be concentrated i@ Amazon region as the priority, given the
importance of conservation of this region for biasity and its role as a carbon emitter and
sink. However, as pointed out in the Country Enwnent Profile, other biomes (Cerrado,

Caatinga and Mata Atlantica) also need attentiantduhe threats to their biodiversity and their
high level of poverty, particularly the Cerrado,asle biodiversity is significantly threatened by
rapid agriculture expansion.

One project under this priority, with NIP 1 fundjngas committed in 2009 and will be launched
in 2010: the ‘Municipal pact for the reduction affdrestation in Sdo Felix do Xingu (State of
Pard)’, for an amount of +/- €5M. A second one,hwiihe same sources of funding, will be
committed in 2010 and launched early 2011: ‘Coretgon Units of theTerra do Meio(State of

Para), for an amount of +/- €7M. The two projects, agtin the same region, are

19



complementary. The project(s) to be financed urdét® 2 (2011-2013) have not yet been
identified. It is most likely, anyway, that synezgiand/or complementarity will be sought with
the two projects mentioned above.

Integration of cross-cutting issues

Gender, human rights and, more generally, sustkrddyelopment issues are at the very core of
the programmes and projects outlined above. Ambagpbpulation dependent on and living in
the forest are indigenous and other traditionaligsp such as thguilombolas the descendents of
former slaves of African origin. By creating new poptunities for generating income and
facilities for adding value to locally availabletneal resources, improvements will be achieved
in areas such as integration of traditional grogisjse of human rights (such as slave labour),
and gender inequality. Specific attention will baidy to these aspects throughout the
implementation of the programme.

Financial envelope

30% of the total amount will have been allocatedhis priority for the whole period 2007-2013:
19.5% during the period 2007-2010 and 1%.5luring 2011-2013.

Activities under other EC budgetary instruments inBrazil

Projects based in Brazil will probably continuebi® amongst the main beneficiaries of the new
Programme for the Environment. Several of the ptsjfunded under the™6Framework
Programme for Research and Technological Developmeme related to Brazil's tropical
forests. Funding for this type of project will albe available in the"™Framework Programme.
To avoid redundancy, synergies will be activelygdubetween these two programmes and the
activities funded under Priority 2 of this NIP.

Performance indicators

Appropriate sets of performance indicators will foether developed when formulating each
individual project. At the present stage, more gahieadicators may be defined as follows:

Impact indicatorso measure how the project has contributed t@CiBB/NIP’s overall objectives
should include:

= Priority 1: indicators reflecting progress madéuilding up and consolidating the EU-Brazil
strategic partnership and in promoting better mutnawledge and understanding between
both parties’ institutions and societies. Possibiicators are, for instance: (1) the number
and relevance of thematic areas covered by highl-lpolicy and sector dialogues; and (2)
number of joint initiatives by Brazilian and Eur@pe authorities on themes of mutual
interest, especially when reflected in common parsst taken in relevant international fora.

= Priority 2: impact indicators under this prioritgauld essentially reflect the achievement of
the national targets and international commitmeonitsBrazil to fight climate change,
especially reducing deforestation and GHG emissiang to preserve biodiversity.
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Outcome indicatorso gauge whether or not the abovementioned spatifectives (purposes) of
the 2011-2013 NIP have been achieved may include:

» Priority 1: indicators should reflect how the rdésubbtained by the various activities have
helped to: (1) improve the sector dialogues betwberEU and Brazil on themes of mutual
interest (e.g. number of sector dialogues suppoaed advances achieved in building
consensus on the corresponding themes); (2) expaoperation and exchanges between
relevant European and Brazilian institutions andl siociety organisations (e.g. number and
scope of agreements signed between European armli@rastakeholders); (3) expand
cooperation and exchanges between relevant Euroge@drBrazilian institutions and civil
society organisations, such as academic institsitiand enhance mutual awareness between
EU and Brazilian institutions and societies (e.gmber of events and exchanges organised,
number of Euro-Brazilian networks created or supgzbrnumber of stakeholders involved,
etc.).

= Priority 2: indicators should reflect how the rdsubbtained by the various activities have
helped to curb deforestation, reduce the emissidri3HG, prevent loss of biodiversity and
improve the governance of natural resources andivimg conditions of the populations in
the specific intervention areas; such indicators inglude, for instance, the evolution of
deforestation rates, the recuperation rate of disgrareas, institutional strengthening of local
and regional authorities for good environmental agament, improved access to economic
activities and social services for the local popatss, etc.

Results indicatorso gauge whether or not the activities under eaclvidual project have
achieved the abovementioned desired results shsukksentially developed during the detailed
formulation of each individual action.

Risks and assumptions

The above described priorities are based on thengson that the Government of Brazil
maintains its focus and its commitment to its emvwinental policy and to the full
implementation of the country’s Climate Change plan

The effective implementation of the measures inEhkeresponse strategy inevitably presents a
number of risks which might undermine its relevarare ultimate impact. These risks are
political, economic, and operational. The politicatk is represented by any possible
discontinuity of the climate change and the envimental policies of the current Government as
a consequence of 2010 Presidential elections. Hervévseems unlikely that a new government,

whatever its political colour, would adopt in thasea an irresponsible attitude vis a vis the
international commitments (voluntarily) subscriiedy Brazil.

The main economic risk would be a slowdown, oreathless buoyant than expected growth, of
the economy. This could accelerate the promotfanfrastructure projects in Amazonia (mainly
under the framework of the PAC- Plan of Accelematid Growth) without paying due regard to
the environmental impact assessment, and couldfgegh arguments to those who plead for a
drastic revision of the forest code so as to giv@eav impetus to export of agricultural
commodities from the Amazonian region. However,naantioned above, under its National
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Policy on Climate Change (December 2009) Brazil hdspted targets for reducing quite

drastically greenhouse gas emissions, and it elylikhat this commitment will be taken into

account in the infrastructure and agricultural @plin the upcoming years, as the image of the
country, as new emerging and responsible worlddeagiould be at stake should it blatantly
disregard the consequences of an uncontrolled rowenvironment.

Operational risks deal with the multiplicity of acs to be involved in the preparation and
implementation of projects, in particular in theveanmental field, which may slow down the
implementation of projects. Experience shows thé tisk is real, notably because different
levels of administration (federal, state, municjpas well as civil society partners, have to
ensure their coordination. However, it is manageas these actors can build on many lessons
drawn from projects (closed or on going) where dowtion issues were quite successfully
addressed.
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Annex 1: Brazil at a glance
COUNTRY FICHE BRAZIL

MAIN POLITICAL AND GEOGRAPHICAL DATA:

Name: Federative Republic of Brazil

Population: 190132, 000

Surface: 8512 (1000 km)

Capital city: Brasilia

Border countries: Argentina, Bolivia, Colombia, FrenGluyana, Paraguay,
Peru, Suriname, Uruguay, Venezuela

Land boundaries (km): 14691

Atlantic Coastline (km): 7367 kilometers

Form of state: Federal Republic

Form of Government: Presidential Democracy

National legislature: Bicameral National Congress: 513-member Chambdbeyfuties(the
lower house) directly elected for a four-year teffections are basefl
on a complex system of proportional representaiipstates. The seals

state is eligible for a minimum of eight seats andnaximum of 7

seats. 81-member Sendtke upper house) directly elected for an eig
year term; three senators are elected per statx from the Federg
District; two-thirds of the upper house is up fteation at one time ang
the remaining one-third four years later

are allotted proportionally according to each ssgp@pulation, but ea(iiL
t-

Elections: Next presidential elections due in October 2010
President: Luiz Inacio Lula da Silva

Vice-President José Alencar

President of Chamber: Michel Temer

President of the Senate: José Sarney

Central Bank President: Henrique de Campos Meirelles

MEMBERS OF THE GOVERNMENT:

Mr NELSON JOBIM Defence Minister

Mr MIGUEL JORGE Minister of Development, Industry and Trade
Mr CELSO AMORIM Foreign Affairs

Mr GUIDO MANTEGA Finance

Mr LUIZ PAULO BARRETO Justice

Mr PATRUS ANANIAS Social Development

Mr MARCIA LOPES Labour

Mr FERNANDO HADDAD Education

Mr SERGIO REZENDE Science, Technology

Mr PAULO BERNARDO Minister of Planning, Bgdt and Management
Mr JOSE GOMES TEMPORAO  Health

MAIN POLITICAL PARTIES:

Government: Coalition led by Workers’ Party (PT) supported by Brazilian Demadcra
Movement Party (PMDB) aneSB, PTB, PC do B, PDT, PV e PP

Opposition parties (main) Brazilian Sodiz¢mocracy Party (PSDB), Democrats (DEM)
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MAIN ECONOMIC AND TRADE DATA (2008 or latest availa ble):

GDP (PPP purchasing power parity):
GDP/capita (PPP):
Real GDP Growth:

Inflation:

Unemployment rate:

General Government balance (% GDP):
Trade to GDP ratio:

Current account balance (% GDP):
External debt (% GDP):

Foreign direct investment (% GDP):
Total exports to Brazil from EU:
Total imports into EU from Brazil:
GINI coeficient

Corruption Perception Index (TI):

$1849 trillion (2007)

$9500

5, 2% (2008 estimate);

5.4% (2007); &% (2006)

5, 8%

7, 6%

4, 9%

21, 8%

-1, 6%

40.7%6

3.4%

€21, 3 billion = 224 total imports;
€32, 7 billion = 224 total exports;
0.56

54/133

MAIN DEMOGRAPHIC AND SOCIAL INDICATORS (2008 or lat est available):

Age structure:

Population growth rate:

Urban population:

Main Religions:

Languages:

Poverty rate:

Fertility rate (births per woman):

Population 0-14 years: 238 of total
24554254/female  2813027); 15-64 years:
64437140/female 6523447); 65 years and over:
4880562/female 102217)

0.98%

84%

Roman Catholic (73%);Protestant (15%)

Portuguese

22, ™%

1,95

Infant mortality rate (per 1 000 live births): 26, 67 per 1000 live births (estimate 2008)

Sex ratio:
Life expectancy at birth (years):

Literacy level:

Human Development Index (UNDP):

0.976 male(s)/female

Total population: 72.24 years;
Male: 68.8 years

Female: 76.38 years

Total population: 88%

Male: 88.4%

Female: 88.%

72/175

population
68%

(malét
(male
B84 (male
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Brazil at a glance

SH24/DE
Latin Upper-
POVERTY and SOCIAL America  middie- Devel £ di gt
Brazil & Carb. income VEIpmER. dlamon
2007
Population. mid-year (milions! 181.8 563 823 L iactarin
ChI per capita [Atas method, LISE) 5810 £.540 6,287 = PeciEney
GMI {Aias method, USE hilions) 11230 3113 5,750
HAverage annual growth, 2001-07
Fopulation %) 13 1.3 T : .,
Labor force [55) 15 24 13 GN N Gpoes
per = primary
Most recent estimate (latest year available, 2001-07) capita f enrollment
Powerty (3£ of popuiation befow nabional poverty fine) a2 % =
Urban populaton (32 of fofal popuiation) a5 T3 TH
Life expectancy at birth {years) 72 T3 71
Infant mortality {per {000 ive births] 18 2 2
Chitd rmalnuirition (% of children under 3) 4 H - Azeess to improved water scurce
Apcess to an improved water source (72 of popwlarion) a1 a1 BS
Literacy (% of popufation sge 15+) ag a0 B3 .
Gross primary enroilment (3 of school-age population) 137 118 1 Erazi
Masz 141 120 112 —— Upper-middle-incoms group
Femals 133 118 108
KEY ECONOMIC RATIOS and LONG-TERM TRENDS
1987 1997 2008 2007 Economicraties*
GDP (USE bitions) 2041 8712 1.087.8 1.3142
Gross capdtal formation/GDP 223 174 123 221 Trade
Expons of goods and sendicas/GOP a8 8.8 4.7 128
Gross domestic savings/G0FP 25, 15.2 187 243
Gross nabional sawings/GOF 218 138 173 2232
ICur.'c-ﬂt account balance/GOP -05 -3.8 13 04 Demestic Capital
intzrest payments/GDP 21 12 1.2 (2 ; 3
Total debtiz0R 408 22 18.2 L 5 T
Total debt senvicelexports 417 2.5 38.0 "
Present walue of debt'GDP 20.7
Present value of debtiexpons x; 135.2
Indebtedness
1987-57 199707 2006 2007 2007-11
(sversge snnual growth] .
GDF 18 3.7 5.4 45 i
S0P per capita 0.3 13 24 42 T —— Upper-middie-incoms group
Exports of goods and services 5.7 4.8 3.5 32
STRUCTURE of the ECONOMY
: ..y e 2008 2007 | Growth of capital and GDF (%)
% of GOP) 51
Agriculiure 10.0 5.4 51 40 2
Industry 438 26.1 ng ne -

Manufzcturing a2o 8.7 184 176 =
Servces 441 6B.5 84.0 g25 2
Heuseho'o final consumpsion expenditure 623 642 804 477 -2
General govt fina! consumption expenditure 122 BB e 28.0
Imports of goods and services i bl BD 1y 107

1987-57  1997-07 2008 2007 .
faimisge: anntial grawh) Growth of exports and imports (%)
Agricuture 21 432 41 15 i
Industry il 23 27 55 0 e —

Manufaciuring 32 24 18 85 | L S e
Servoes a 317 4.1 a7 - V o Bz pa AL
Heouseholo final consumpiion expanditure 6 1.e 47 -18 )

General govt final consumption expenditure 0B 2.5 3.8 22 -3
Gross capdal formation 1.8 21 87 407 S Eyporty SO mpors
Imports of goods and services 140 27 18.1 132

Wote: 2007 daia are preliminary estmaies.

Thes tabie was preduced from the Develepment Economics LOS database.

‘be ncompiete

The diamonds show four ey indcators in the couniry (in bold} compared with iis income-group average. If data are messing, e ciamond will
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Brazil

FRICES and GOVERNMENT FINANCE

1387 1887 2008 2007 ’
Domestic prices Inflation (%)
(% change)
Consumer prices 2283 52 8.9 51
Implicit GOF defiator 2041 77 4.3 45
Government finance
(% of GOF, includes current grants) t t t t 1 |
Current revenue 104 171 385 I oz o o= [ w
Cumrent budget balance -14 o1 -32 . GOP defiginr  —C—0]
Crwerall sumpiusideficit -2 24 -28
TRADE
1987 1987 2008 2007 . _
(USS milions) Export and import levels (US4$ mill))
Todal exports (fob) 26,225 43674 127,305 148,324 200,000
Ton ore, Mangansse 1,718 2 B46 1,628
Soybeans 2,325 2452 - 8,030 80000
Manufactures 14,221 28188 79,804 TH3I3 .
Total imports {cif) 15,053 59,747 06,335 107841 o
Food 500 2463 2,088 0w
Fuel and energy 4,874 5587 . 16,245
Capital goods 3,856 18,088 42,003 28178 o
Export price index [2000=100) 82 13 108 110 moRoBEoBoE Bo@
Irnport price index [2000=100) 42 13 ag Bl @ Expons | impocts
Tems of frade (2000=100) 183 100 120 121
BALANCE of PAYMENTS
1987 1387 2008 2007
(LUSS millions) Current account balance to GDP (%)
Exports of goods and services 28,073 B9.ETD 156,908 168,002 41
Imports of goods and senvices 17,748 77268 120,243 138,254 i
Resource balance 10,224 -17.309 38,885 28,808 =1
Met income -11880 14876  -27.43% -I3.812 o
Wet current fransfers 43 1.823 4,307 -138 3
Cument account balance 1418 -30452 13,821 4,061
Financing items {net) 3,583 2220 12,412 78,100 *T
Changes in net reserves -2,185 8251 -32,040 -B2,BED =1
Memo:
Reserves including gold (LI5S milions) 7458 52173 85,838 160,445
Conversion rate (DEG, localilsd) 143E-E 1.1 22 1.8
EXTERNAL DEBT and RESOURCE FLOWS
1387 1887 2008 2007 " -
(LSS millions) Compaosition of 2006 debt (US$ mill.)
Total debt cutstanding and disbursed 118,842 183457 194150 -
IBRD B34 5,743 0,084 8,876 o AaEs
DA 0 0 0 0 20,38 O 12,048
Total debt service 11,857 41243 82,145 , E 3562
IBRD 1,555 1428 1,174 1,263
D& ] 0 1] ]
Composition of net resource flows
Official prants 25 83 83
Dfficial creditors 3E  -1.184 -401
Private creditors -T0E 18415 8,187
Foreign direct investment (net inflows) 1,188 18,650 18,782
ity (net i ] 5 7.7
Porifofio equity (net infiows) &1 5089 7,718 R
‘World Bank program
Commiiments 1,384 1.104 1.5587 1,268 A - 15RO E - Silateral
Disbursemenis 215 1416 2,203 806 B-ID4 O - Other mullllatersal  F - Private
Principal repayments BET 1.048 T43 205 C-IMF @ - Snor-tem
Net flows 48 368 1,480 -1g8
Interest payments L2 380 432 S4B
Net transfers -841 -12 1.023 -747
The Werld Bank Group: This table was prepared by country unit siaff. figures may offer from other World Bank putiished data. 224/08



2000 2005 2006 2007
World view
Population, total (millions) 174.16 | 186.83 | 189.32 | 191.60
Population growth (annual %) 15 1.4 1.3 1.2
Surface area (sq. km) (thousands) 8.514.9 | 8.514.9 | 8.514.9 | 8.514.9
Poverty headcount ratio at national poverty line (%of
population)
GNI, Atlas method (current US$) (billions) 673.75 | 726.76 | 894.86 | 1.122.09
GNI per capita, Atlas method (current US$) 3.870 3.890 4.730 5.860
GNI, PPP (current international $) (billions) 1.186.69| 1.517.04| 1.647.18| 1.775.64
GNI per capita, PPP (current international $) 6.810 8.120 8.700 9.270
People
Income share held by lowest 2% . 2.9 . 3.0
Life expectancy at birth, total (years) 70 72 72 72
Fertility rate, total (births per woman) 2.4 2.3 2.3 2.2
Adolescent fertility rate (births per 1000 women ages 15-19)| 90 89 89 89
Contraceptive prevalence (% of women ages 15-49)
Births attended by skilled health staff (% of total) . . . .
Mortality rate, under-5 (per 1 000) 32 24 23 22
Malnutrition prevalence, weight for age (% of children under 2
5)
Immunisation, measles (% of children ages 12-23 mdrs) 99 99 99 99
Primary completion rate, total (% of relevant age goup) 108 106
EZ;IO of girls to boys in primary and secondary edoation 103 103
Prevalence of HIV, total (% of population ages 15-9) 0.6 0.6 0.6 0.6
Environment
Forest area (sqg. km) (thousands) 4,932.1 | 4.777.0
Agricultural land (% of land area) 30.9 31.2
Renewable internal freshwater resources per capitécubic
meters) 28.277
Improved water source (% of population with access) 89 91
Improved sanitation facilities, urban (% of urban population
with access) 83 84
Energy use (kg of oil equivalent per capita) 1.090 1.159 1.184
CO2 emissions (metric tons per capita) 1.8 1.7 .
Electric power consumption (kWh per capita) 1.894 2.008 2.060
Economy
GDP (current US$) (billions) 644.70 | 882.19 | 1.072.12| 1.313.36
GDP growth (annual %) 4.3 3.2 3.8 5.4
Inflation, GDP deflator (annual %) 6.2 7.2 4.7 4.0
Agriculture, value added (% of GDP) 6 6 5 6
Industry, value added (% of GDP) 28 29 30 29
Services, etc., value added (% of GDP) 67 65 65 66
Exports of goods and services (% of GDP) 10 15 15 14
Imports of goods and services (% of GDP) 12 12 12 12
Gross capital formation (% of GDP) 18 16 17 18

Revenue, excluding grants (% of GDP)

Cash surplus/deficit (% of GDP)
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States and markets

Time required to start a business (days) . 152 152 152
Market capitalisation of listed companies (% of GDP 35.1 53.8 66.3 104.3
Military expenditure (% of GDP) 1.6 1.4 15 1.6
Mobile cellular subscriptions (per 100 people) 13 46 53 63
Internet users (per 100 people) 2.9 20.6 31.2 35.2
Roads, paved (% of total roads) 6 . . .
High-technology exports (% of manufactured exports) 19 13 12 12
Global links

Merchandise trade (% of GDP) 17.7 22.2 21.8 21.9
Net barter terms of trade (2000 = 100) 100 99 104 108
External debt stocks, total (DOD, current US$) (milons) 241,552 | 187.431 | 193.516 | 237.472
Total debt service (% of exports of goods, servicesd 935 447 373 278
income)

Net migration (thousands) -210 -229

Worl_<ers’ remittances and compensation of employees, 1.649 3.540 4.953 4382
received (current US$) (millions)

I(:n(:irlﬁlc?nns;jlrem investment, net inflows (BoP, currenUS$) 32779 | 15066 | 18.782 | 34585
Official development assistance and official aid (orent US$) 232 196 83 297

(millions)

Source: World Development Indicators database, Apti2009
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Annex 2: Donor Matrix BRAZIL 2009

Sector Social Economic Multi Sector/ | Water Supply Energy TOTAL
Development Development Cross Cutting | and Health Governance By donor
Sanitation
DONORS
Ec*! Higher Education TA to SMEs’ Environment: €134.815.000
€21.610.000 Support €38.855.000
€22.000.000
Social Inclusion Human Rights
€31.883.000 €11.497.000
Sectorial Dialogues Gender
€6.100.000 €2.870.000
EU MS*?
France Higher Education Economic Environment HIV €45.366.500
€2.741.500 Development €40.400.000 €1.100.000
€25.000
Social Inclusion
€1.100.000
Germany Higher Education Environment | Sanitation €503.722.250
€66.589.450 €396.814.800 | €32.000.000
Social Inclusion
€8.318.000
Ireland Social Inclusion Human Rights HIV €

! Source: Tableau de Bord of EC Delegation Brazil.

2 Source: Livre Bleu 2008 de la coopération de ldsnEuropéenne au Brésil.
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€684.700 €117.000 €253.250 1.054.950
Italy Social Inclusion Environment: €26.840.601
22.357.151 4.483.450
Portugal Higher Education Environment Health €3.578.115
€2.361.083 €53.726 €20.435
Gender
Social Inclusion 40.871
€1.102.000
Spain Higher Education Environment €780.000 €3.714.000
€2.554.000 €380.000
Sweden Social Inclusion €2.500.000
€2.500.000
EC + MS €719.091.416
Major Non-
EU Donors
BID? Social Inclusion Environment US$11.079.00
Democratic 0
Governance
AcCDI/* Social Inclusion Economic Democratic CANS
CIDA CANS 11.913.764 Development Governance 848.000.900
(63%) CANS6.240.543 756.429
(33%) (4%)

3 Source: Informe anual 2008 Banco Interamericansaiilo.

* http://www.acdi-cida.gc.ca/inet/images.nsf/vLUIrea(Brazil/$file/Brazil-Synthesis-Portuguese-FINAtifp access on 3 Sep 20009.
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UNDP’ Social Inclusion Environment Democratic | Energy ussS
Governance 141.000.000
USAID® Social Inclusion Environment HIV, Energy uss
USS$7.780.520 USS$3.6073.32 Malaria, TB US$7.780. | 70.732.000
(11%) 0(51%) USS$16.268. 520 (11%)

360 (23%)

* As for the EC and EU Member-States, the figures shown:

® http://www.pnud.org.br/pnud/#linkl access onep 2009.

® http://www.usaid.gov/locations/latin_america_chghan/

represent the portfolio of ongoing projects only;
encompass bilateral cooperation as well as thematic lines;
do not include the regional cooperation;

do not include the decentralised cooperation (EU local authorities) which is quite substantial in the case of Spain and Italy.

access on 3 Sep 2009.
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Annex 3: Description of MTR Drafting Process

The Mid-Term Review of the Brazil Country Stratelggper 2007-2013 has been carried out in
the following manner:

In December 2008a concept note was jointly elaborated by the B2esk Officer and the EU
Delegation in Brasilia. The note outlines the mel@ments of the analysis as well as the work
methodology upon which the MTR was to be based.

On 5 May 2009 consultations with thecivil society were carried out by the EU Delegation in
Brasilia. The Delegation invited for a one-day waireip representatives from Brazilian academic
institutions and from Brazilian and European NGQ@sive in the field of environment and
sustainable development.

The main conclusions of the participants were:

* The support to the Strategic Partnership betweezil and EU must be the main thread of our
cooperation. In a way the CSP 2007-2013 (notabth w&n instrument like the sector dialogue
facility), conceived in 2005/2006, had anticipate evolution.

* Consequently the main axes of our current stsatégrengthening the bilateral relations
EU/Brazil and environment/climate change) are agrgd as relevant and valid. However the
type of activities to be financed under these ax&s a more debated point.

* The relative modest size of the EC funding (coregato the scale of Brazil) is not considered
as a drawback as long as the initiatives suppattes added value.

* Regarding the programme Erasmus Mundus Extermap€ration Window (EM ECW), the
main criticism of the Brazilian Universities is thie Brussels based EAC EA (Education and
Culture Executive Agency) is too remote, which doesfacilitate the possibility to express and
explain the problems linked to the programme mamege. Taking this concern into account the
EC Delegation, jointly with the MEC (Ministry of Edation), will organise early 2010 a meeting
gathering all the Brazilian Universities involvedEM ECW to get a clear understanding of their
views and concerns, and to pass the informati@™NG EA and Europe-AlD.

* Another interesting opinion shared by the Uniuwgrsepresentatives is that our cooperation
should help to promoting in Europe the Braziliamglitr Education (and not only the other way
round).

* Regarding environment, most of the NGOs recomradrtiat the EC focuses on ground based
pilot projects with a strong local governance conmgu. Some NGOs also opined that the EC
may consider supporting in the near future the yeweated “Fundo Amazonia” but others
retorted that the latter is too recent and thatsirauld firstly wait to see how it will be managed
and to what extent it will involve civil society gainisations.

On 29 May 2009 the EU Delegation transmitted to DG RELEX/G thafdtext of the MTR
document.
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The consultation of ABC (Brazilian Agency of Cooperation) has been inyia@nsured through
regular and informal contactduring the first semester 2009 The view of ABC is very
pragmatic and can be summarised as follows: (i)itmg@lementation of the CSP 2007-2013
started quite late and it is therefore too earlystart thinking to a possible redesign or
guestioning; (ii) only marginal alterations shoblel brought; (iii) the CSP is in line with the new
orientations that the Brazilian Government wangitce to the cooperation with Europe, taking
into account inter alia the mutual commitmentshaf two parties under the recently signed EU-
Brazil strategic partnership.

In July 2009 a meeting of the Brazil Country Team was heldrupg&s RELEX invitation to
analyse the draft MTR document. The document was thvised (August-September 2009) by
DG RELEX/G on the basis of the comments advancethbyarious services at the Country
Team meeting.

At the beginning ofOctober 2009,both ABC and all the EU Member States Embassies in
Brasilia were formally (in writing) consulted on the quality improvements suggested (see main
text para 2.4) and the outline of the NIP 2011-2(8% main text para 2.5). The UK Embassy
was the only one to reply and the EC Delegatiopareded to its comments.

In October 2009 the draft MTR document was transmitted to the®J6r its analysis.

On 9 November 2009the iIQSG transmitted to DG RELEX/G its analysighe form of a fiche
contradictoire.

In March 2010, upon revision of the text on the basis of the @xhalysis, the MTR document
is sent for Inter-services consultation.

In April 2010, the MTR has been revised on the basis of theolB8Comes.
(In June 2010 the MTR document has been analysed by the DCifilitge.)

(In July 2010 the European Parliament has been formally coeduwt the document which has
successively been adopted by European Commission.)
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Annex 4: Country Environmental Profile
Mid Term Review: Brazil Environment Brief

SUMMMARY :

Brazil's Amazon Basin comprises about four millssuare kilometres of tropical forests and
amounts to +/- 47 % of the country’s territory. Astimated twenty percent of the world’s
biodiversity may be stored in these forests, aet total biomass is claimed to be one of the
world’s major carbon sequestration sinks. Some%.&nd 6.1 % of the Basin has been
respectively set aside as strictly protected reesseand areas of sustainable management
(primarily Indian and Extractive Reserves). .

Although the Amazon has retained European attengoxironmental problems in other
regionsare no less pressing and in many cases more kistinby the population. In a highly
urbanised country, problems of congestion, poliuteewage and water supply affect many.
Other biomes are subject to rapid loss of biodityerand species habitat: the coastal
rainforest or Mata Atlantica has been reduced % af its original area, while the rate of
deforestation of the Cerrado (identified as a hiediity hotspot by Conservation
International) so far reaches %0 . The risk of desertification is also evidensome parts of
the North-East region.

Besides, environmental problems in Brazil are naoflyolinked to climate change,
deforestation and biodiversity but they also deidt wther acute issues, like water and waste
management, in rural but also urban areas. Indessktproblems are also a consequence of
the absence of a national urbanisation and pufalitsport policy.

As an answer to its major developmental challenBeszil has taken policy initiatives and

adopted legal instruments. However many of them f&an for a sustainable Amazon,
Amazon Fund) are recent and their impact is theeestll difficult to assess.
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1) CLIMATE CHANGE

Emissions overviewBrazil is fourth emissary of greenhouse gaseter(adSA, China and
Indonesia). Deforestation amounts to%d@ the emission of greenhouse gases (ovét 60
Brazil's annual emissions of 2.1 billion tons of £Originate from the burning of the
Amazon) as the “energy matrix” of Brazil is refaly “clean” (82% of energy generation
comes from hydro-electric power). Other indicatatsgwn from national sources, such as
emissiongper capitaand per area, tend to show a reduced contribufidgheocountry to the
problem in comparison with other developed and gmgreconomies in the worldPer
capitaemissions (1994) of Brazil is 1.5 tCO2/hab. coredaio China (2.2 tCO2/hab.), Japan
(8.9 tCO2/hab.), USA (17.9 tCO2/hab.) and CE (8@2/hab.). Per area emissions (1994) of
Brazil is 121t CO2/km2 compared to China (278 td@#), India (242 tCO2/km2), Japan
(2.967 tCO2/km2), US (509 tCO2/km2) and the EC (8262/km2) (Source: National Plan
on Climate Change December, 2008). More updatedarels (2009 Mc Kinsey study),
however, came to different conclusions: the stidged on 2005 figures, indicated that per
capita emissions, including deforestation, are nomparable to industrialised Europe levels.

Potential climate impact#ccording to the Fourth Report of the Intergoveemtal Panel

of Climate Change (IPCC), published in 2007, theants of climate change in Brazil could

be as follows at the horizon 2050:

* In the northeast of Brazil the semi-arid and anidaa will suffer an acute reduction of
water resources due to climate change. The senhivagetation will probably be replaced
by a typical vegetation of the arid region.

* The replenishment of estimate groundwalengol freaticg will dramatically diminish by
more than 7@ in the northeast (compared to levels of 1961-1990

* The volume of rain will rise in the southeast wdihect impact on the agriculture, and the
frequency and intensity of floods in the big cit®sch as Rio de Janeiro and S&o Paulo
will increase.

* From 38% to 45% of plants of the Cerrado could be extinguishetbifperature rise in
1.70 C in relation to the pre-industrial era.

* In the Amazon, extreme climatic events highly uralsue already being reported such as
droughts in 2005. The conversion of forests in fagrareas affects the climate because it
alters the flow of latent heat, causing a rise ddional temperature in the summer in
important regions in the Amazon. Great loss of biexsity will occur with a heating from
2.0°C to 3.°C above pre-industrial levels. The rise in the gemature and reduction of
water in the soil will lead to the savanizacdo”in the east Amazon region. Some
specialists predict that, at the current rate afb@ Warming, a corridor of 6@D0 km2
will split the Amazon in half by the end of the tany.
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Public perception of climate chandeublic opinion is becoming more sensitive to thsue

of climate change as recent studies pointed otiitdaonsequences will affect the day to day
life of the Brazilian citizens, more particularlyeir health and their landscapes (notably those
of the coastal areas).

Government responsén December 2008, Brazil launched Nstional Plan on Climate
Changethat, for the first time, sets targets for the &ohn of deforestation in the Amazon
and other biomes. The attainment of the targetk blmeasured every four years. Worth
noting that by 2018 the deforestation rate is sepddo have diminished by 2 compared

to current rate. In the long term Brazil aims aat@ng “zero illegal deforestation”.

Apart from curbing deforestation, the Plan hasfti®wing other objectives: (i) foster the
use of renewable energies in the energy matrixfdster the increasing use of sustainable
biofuels in the national transport matrix; (iii)ster the development of environmental best
practices in all sectors of the economy; (iv) dewasnational strategy to mitigate the socio-
economic costs of adaptation to the climate change.

2) FORESTS

Status:Table 1 shows the evolution of the deforestatioBriazil in the past 20 years.

Starting in the late 1960s, large-scale deforestdth the Amazon is estimated to have led so
far to a total loss of more thas00.000 km? of the original forest area of the Aoraz
(estimated at 4 million km?), i.e. +/- ¥4. Rates of deforestation had declined frond@1
km2 a year in the period 1978/1988 to an averageonfe 16.500 km? in the period 1989-
1999°. The most recent data (from 2007 on), howevemtpobut a marked decline in the
deforestation rate.

!> Source: INPE — Brazilian National Institute of $paResearch.
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Table 1: Evolution of the deforestation rate in the pasty2@rs(based orPRODES/INPE)
— (http://www.obt.inpe.br/prodgs
* In the period from 1992 to 1994 , calculation waséd on average for 2 years.

Year Km2 Increase
1988/1989| 17.770
1989/1990| 13.730 -229%8
1990/1991| 11.130 -18%

*1991/1992| 13.786 23.%

*1992/1993| 14.896 8.2
1993/1994| 14.896 0%
1994/1995| 29.059 95%
1995/1996| 18.161 -37%

1996/1997| 13.227 -27%
1997/1998| 17.383 31%
1998/1999| 17.259 -0%
1999/2000| 18.226 5%
2000/2001| 18.165 -0%

2001/2002| 21.394 179
2002/2003| 25.247 18%

2003/2004| 27.423 8%
2004/2005| 18.846 -3198
2005/2006| 14.109 -25%
2006/2007| 11.532 -18%
2007/2008| 11.968 3%
2008/2009 7.000 - 45%

Deforestation is advancing rapidly in the Amazorgioa, particularly in the so-called
‘deforestation arch on the agricultural frontier. It has been fouthét 50% of deforestation in
2007 occurred in only 36 municipalities, mainlytie States of Mato Grosso and Para. Absolute
champion is the municipality of Sdo Félix do Xinguith a deforested area of @40 knf by
2006 (cumulative figure) over an overall area 0f08@ knf. These 36 municipalities have
therefore been declared priority for preventiordeforestation (Decree n. 6321/07 and Portaria
MoE 28/08). Nevertheless, the period 2004-2009 shawustainable reduction of de-forestation.
In December 2009, the Government committed in tbpe@hagen Summit on Climate Changes
(COP-16) to reducing de-forestation by 80% unt@0

Monitoring Deforestation in the Amazon and othembes

The high rates of deforestation in the Braziliana&on have brought national and international
attention to and pressures towards the preservatah conservation of this biome. Great
investments, both technical and financial, havenbesaried out in the Amazon, including two
satellite-based systems that monitor deforestatibmlense evergreen tropical forests. These
systems, called Program f@alculation of the Deforestation of the Amazon —(HHES and
Real Time Detection — DETER\ere both developed and are operated by the NéatiostEute
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for Space Research — INPE, producing deforestaiatisticson an annual and monthly basis,
respectively since the 1980’s.

Both systems PRODES and DETER are involved in tters of the Ministry of Science and
Technology and of the Inter-ministerial Permanenbrkihg Group for reducing the

deforestation rate in the Legal Amazon. This PeenatwWorking Group was created by a
Presidential Decree on 3 July, 2005 and it is paithe Action Plan to Prevent and Control
Deforestation in the Legal Amazon launched in 15d1&2004.

Major threats They can be summarised as follows:

- Cattle ranching and soybean expansion are estihiat be responsible for +/- 80 of the
deforestation. Their development, and infringenmnforest areas, is related to the evolution of
the corresponding international markets (price demiand).

- This phenomenon is obviously coupled with thet fiwat illegal logging is financially
profitable. In other words cattle ranching, soybeapansion and illegal logging are intrinsically
linked.

- Secondary roads are frequently opened without pmlic authorisation and facilitate
incursions of a wide range of economic actors émAlmazon.

- Absence of adequate incentives for forest managénand promotion of economic
alternatives.

- Poor technical capacities of the Municipalitieserely affected by deforestation coupled with
corruption practices.

- Lack of coordination between the stakeholdersd¢fa@ government, State, Municipality)
involved in the fight against deforestation.

- Absence of the Federal Sate in the “deforestinginicipalities. However the situation may
gradually change (for example IBAMA will open a &office in S&o Felix do Xingu).

Policy initiatives:

The PAS (Plan for a Sustainable Amazon), published in 2098& major initiative. This plan
establishes guidelines and priorities for the soatde development of the Amazon Region. It
focuses on the following: land use planning andirenwmental management, sustainable
production with innovation and competitivenesstasfructure for sustainable development, and
social inclusion and citizenship. Economic growghan important aspect of the plan. Recently,
responsibility for its implementation has been $farred from the MoE to the special minister
for strategic affairs.

The PAS will apply the principles of the “Economand Ecologic Zoning” (EEZ), a recently
established planning tool for environmental andittaial management, aiming at promoting a
model of sustainable economic development in glores (not only Amazon) which present
serious risks of socio-environmental conflicts.

EEZ is therefore applied in totally different ece®ms: Amazonia but also arid regions of the
North East and even the Federal District.
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The main financial tool to implement the PAS is tleeently establisheAmazon Fund’
(Decree 6527, 01/08/2008). The Fund will be adnenexd by the Brazilian National
Development Bank (BNDES). Its main goal is ‘prewegt monitoring and combating
deforestation and promoting the conservation arslaswable use of forests in the Amazon
biome.” Government announced a target of 93% Ml for the first year, and it seeks to raise
as much as USHL billion by the year 2011. On ®3vlarch 2009, the Amazon Fund received
U$110 MI donated by Norwegian government. It is tingt flonation received by the Fund that
until June should receive more W& MI from the German government. Brazilian goveenin
stresses that they will not admit any foreign ifgence in the management of this fund.
Contributors will receive non-transferable cerafies (but not credits or any rights) showing
the reductions in carbon emissions resulting frbeirtcontributions.

The government also underlines that the recentrogidif the deforestation rate is largely due to
its efforts as far as law enforcement and reprasaie concerned. For example:

- Pressure exerted on the 36 municipalities “chiamg’ of deforestation.

- Decree of 22/7/2008 which implements the law ovirenmental crimes.

- Establishment of the “PPCDAM” (prevention andntrol of the deforestation in legal
Amazonia).

- Many operations of control launched in 2008, imrg the Federal Police, the Ministries of
Justiceand Environment like “Boi Pirata”, “Pontaanca” etc...all aiming at chasing illegal
cattle ranching and logging. These operations teduh a cumulative amount of fines of 3.2
billions of Reais in 2008.

As for the EC inspired FLEGT programme (Forest, Ld&mforcement and Trade), despite
efforts of the CE and missions from the World BaRKEGT is still considered as a non-issue
for the Brazilian government. FLEGT is somewhategtable and the country engages in
projects with ITTO and other donors. However theegoment considers the trade component
as a disguised measure to protect the European wdaostry against wood exports from Brazil.

3) BIODIVERSITY

Status Brazil is home to one of the richest natural enwinents. Covering around 2« of the
country’s territory, Brazil's Amazon basin is alsne of the world’s most bio-diversity abundant
ecosystems. Brazil is part of a group of 15 coestnamednegadiverseamong them: Bolivia,
China, Colombia, Costa Rica, Equador, Filipinaslidn Indonesia, Quenia, Malasia, Mexico,
Peru, South Africa and Venezuela. These countriggether cover 7@ of the planets’
biodiversity. Brazil is the world champion in biedrsity: from each five species of the planet,
one is found in Brazil. The country has the greatanber of known species of mammals (524)
and fishes; it is the second for amphibians (5118, third for birds (1.622) and the fifth for
reptiles (468). Brazil has more than 55 thousaretiss of trees and shrubs, and it is the first
place for vegetal biodiversity. But, according ke tMoE this represents only #®of life known

in the country.
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Brazil has a relatively extent system of proteadeshs if compared to other countries. There are
more than 1.300 public and private protected aoéadl management categories, totaling about
90 million ha or &b or national territory. Protected areas are lggatinstituted by the public
powers in their three spheres municipal, statefaddral. Brazil has the second major portion of
its territory protected after Colémbia.
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@ Até 300.000 ha
2 De 300001 3 1.000.000 ha
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Area das estagbes ecoldgicas
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M Florestas
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* Source: IBGE, Diretoria de Geociéncias.

Major threatsThe protected areas were created mainly in the Amazwhthey do not actually
provide effective protection. One of the main remsdor this is the lack of both financial,
technical and human resources in the municipalt@scerned. This not only leads to loss of
biodiversity, but also to increased CO2 emissiarg] to the general degradation of natural
resources such as soil and water.

* In other biomes, the situation is even worse, bse@onservation areas have often not even

been created. As a result, these biomes are bemjigatied to a large extent. For example
conservation areas only represent?s.af the Cerrado.
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According to IBAMA (Brazilian Institute of Environnent and Natural Renewable Resources),
responsible for the official list of endangered Bréian fauna and flora, 219 animal species
and 106 species of plants are threatened of exiort The main threats to biodiversity are
predatory and illegal hunting, illegal logging, andhe destruction of ecosystems for land
exploitation and the pollution of rivers. Anotheresious problem is the so calldoiopirataria ,
the illegal “exportation” (rather “exit”) of genetic material or sub-products of plants and
animals for research purposes about new medicined aosmetics in foreign countries without
payment for patents.

Policy initiatives:

Brazil is a key player in the Convention on Biolgi Diversity (CBD) and has a strong
influence on the position of the GRULAC group (48tih American and Caribbean countries).
Brazil (as well as New Zealand) are the only bigiadtural exporters that have ratified the
Cartagena Protocol on Biosafety.

In 2002, the Brazilian government created the Ruwogne of Protected Areas of the Amazon
(Programa de Areas Protegidas da Amazobnia-ARPRRPA was created with the aim to
establish 5000000 ha of protected areas until 2012 (estimatedscoS$90 MI). ARPA
intends to establish, implement and consolidat® &illion of ha of new protected areas and to
consolidate 12.5 million of ha of existing protettareas until 2012The programme is
coordinated by the MoE and implemented by IBAMApartnership with state and municipal
governments of Amazon. The programme is receivinqgpsrt by KW (German Cooperation
Bank), GTZ (German technical cooperation agencygFGGlobal Fund for Environment),
WWEF, and the private cosmetics companies Boticamit Natura. The cooperation component of
ARPA is being managed by a non-governmental org#inois named Brazilian Fund for
Biodiversity- FUNBIO So far ARPA has supported teicially and financially actions in the
Amazon that have covered about 32 million ha: distaiment of 61 protected areas (31 integral
protection and 30 sustainable use) (Source: Mensaye Congresso Nacional, Presidéncia da
Republica, 2009). In addition, ARPA have carried 4@ studies for the creation of new
protected areas.

It is however worth noting that ARPA, although dgsd to address effective implementation of
protected areas in the Amazon, does not cover if@apbareas such as the area of impact of
BR163 (a major Amazonian road) and a large pafasfa do Meio (both in Para state), which
suffer of extremely high pressures on their forests

In 2002, Brazil created the National Policy of Bigfsity (Decree No 4.339) and has been
taking since the following measures: a) creatioradflational Commission on Biodiversiy-
CONABIO (GoB + civil society). Its main purposet promote the link between programmes,
projects and activities related to the Nationalid3obf Biodiversity and promote the integration
of relevant sector policies; b) formulation of tRAN-Bio — Priorities of the Plan of Action to
Implement the NPB. c) Evaluation and identificatiaf priority areas and actions for
conservation, sustainable development and distoibwf benefits of biodiversity in the Brazilian
biomes. d) Establishment of national milestonegyéis) for biodiversity to be accomplished by
2010.
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In 2008, the government launched the so called rBnogie of Tourism in the Parks aiming at
implement minimal infra-structure and services @b®ort to tourism in the Parks of the National
System of Conservation Units.

Brazil has also established a National Programme€&astal Zone Management (GERCO). The
main objective of the programme is to implement tNational Plan for Coastal Zone
Management (PNGC), with the purpose to plan andageunn an integrated, decentralised and
participative manner the socio-economic activitieshe coastal zone in order to guarantee the
sustainable use through control measures and pedser of the natural coastal ecosystem.

4) AIR POLLUTION

Status:Air pollution in Brazil is mainly an urban problerelated to the uncontrolled growth of
major cities, like Sdo Paulo, Rio de Janeiro, SivaRecife, Fortaleza, etc. Industry and traffic
play an important role. As far as traffic is coneasdt, the mix of about 26 of ethanol in petrol
alleviates the problem somewhat. However, partiulander certain atmospheric conditions the
air quality may be extremely poor causing sevesepiratory problems among the population. In
more remote areas the air quality is negativeleaéd by uncontrolled forest fires, usually
caused by burning of agricultural land and forest.

Major_threats Air pollution being closely related to the incseay speed of urbanisation in
Brazil and to the steady growth of the major citesipled with the absence of a national
urbanisation and public transport policy, theraasprospect in the short term for its decline.

Policy initiatives

In 1989 the government created the National Progranof Control of Air Quality —
PRONAR- with the aim to promote guidance and cdndfoatmospheric pollution in the
country, involving norms, such as the establishneéntational patterns of quality of air and
source of emissions, implementation of policy tevent the deterioration of the quality of air,
the implementation of national network of air monihg and the development of inventories
of sources and priorities of atmospheric pollutaritkis programme is supposed to be
implemented at State level through * Programmeg€ohtrol of Air Pollution” which have
not been developed as expected because of lackamdcities of the State authorities.
PRONAR is therefore a relative failure and is beiegewed by IBAMA.

5) WATER POLLUTION AND MANAGEMENT

Status:Brazil has 186 of existing water of the world, that is, out df3ltrillion of m® available
on earth, 17 trillion can be found in Brazil. Negatthe total of this water is collected by the nine
large existing hydrographical basins (Amazon, Aeagu Northeast, S&o Francisco, East,
Paraguay, Parana, Uruguay and Southeast). In tefrper capita distribution,the volume of
water outflow is 19 times superior to what it igaddished by the UN, of 1.700 m3/hab/ano
(below this threshold) a country is considered irsimation of hydrologic stress. This is
theoretically sufficient to attend 57 times the wy's current demand and to provide water for
30 billion people, that is nearly 5 times the waglgopulation (Source: GEO Brasil, Recursos
Hidricos, PNUMA e Agéncia Nacional de Aguas, 2007).

42



Although there is great availability of water, thistribution is uneven within the population in
geographical and social terms. Although the Amahas 744 of availability of water, the
Amazon region accounts for less tha# Bf the Brazilian population. According to the Repof
Human Development of UNDP (2006), @0of the Brazilian population has levels of wated a
sanitation access comparable to those of rich cesntwhereas another 20 of the population
(the poorest) has levels of access below those iefn&®m (Source: GEO Brasil Recursos
Hidricos, PNUMA e Agéncia Nacional de Aguas, 2007).

The quality of water in Brazil is affected by posanitation infrastructures in the urban and
industrial activities, as well as intensive catéering and extensive agriculture. As yet there are
little estimates of the load of pollutants launchedhe Brazilian hydrological bodies, which
makes it difficult to present an overview of theuation. The load of domestic organic pollution
varies between geographical regions, the most taeffebeing the regions South (Parana) and
Southeast.

In the Amazon the problems related to water comation are related to the insufficient
sanitation infrastructures in the cities(Belém, t8em Manaus) and to mineral extraction
enterprises (contamination by mercury). In searclyadd and precious stones, illegal miners
destruct the riverbeds and margins with their dnags, leaving behind big craters and rivers
polluted with mercury. Fish poisoned by this heamgtal is consumed by local people and
provokes neurological disorders. In Yanomami are@eers enter in violent conflict with local

communities.

Deforestation and burning in the Amazon and conseqerosion also cause the inorganic
mercury that naturally exists in big quantities the soils, being liberated into the rivers.
Inorganic mercury is not very toxic, but micro-ongans in abundance of water and organic
material, convert this inorganic form in to the Hilig toxic methyl-mercury. It is not easy
however to find quantitative data on this matter, ibbseems that it concerns a significant part of
mercury pollution. Brazil is determined to enfortslegislation on mercury, to try to ban the use
of mercury in gold mining and substitute this metalises in agro-chemicals, thermometers and
others. In 2006 the Brazilian Environmental Jushie#work started a Zero mercury campaign.

The Cerrado has a landscape that facilitates tharesxon of agriculture particularly mechanised
plantations such as soy and maize. These plansatiihse large water reserves; in seasonal
occasions, these overexploitations have resultexmilict of use of water for the population of

cities of the region. On the other hand, intensiams, when they occur, contribute to the
contamination of water by spreading out the agrerabals contained in the fields.
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Major threatsThe degradation in the quality of water resoufodlews an increasing trend as it
stems (i) partly from the Brazilian dominant modéhgriculture based on extensive — and little
controlled — use of fertilisers and pesticides érndpartly from problems related to the lack of
basic sanitation and other contaminations of devensgins (discharge of insufficiently treated
industrial effluent, accidents, etc.). In areasimEnsive agricultural production, this creates
serious problems of soil erosion, sedimentatiostodams and contamination and reduction of
the level of underground rivers. In addition, defiation close to river beds causes the
degradation of rivers. In urban areas, water polfuts also a worrying factor — this has been
aggravated by the strong migration flows from rdoalirban areas. Last but not least, the absence
of a national urbanisation policy is an aggravafagor.

Policy initiatives

* In 2006, Brazil was the first country in Latin Anex to approve a National Water
Resources Plan which, over the next ten years, ainmsecuring water for millions of
Brazilians, while at the same time safeguardingesoifrthe world’s richest aquatic life. It
also aims at fulfilling a UN goal for member coue$r to establish integrated national
water management plans and at moving closer tcewicly one the UN’s Millennium
Development Goals to halve the number of peoplé wit access to drinking water and
environmental sanitation. It is worth rememberihgtt50% of Brazilian households do
not get access to sanitation facilities, a pooom@c¢hat the current speed of urbanisation
is just making worse.

* The main institutions of this Plan are the NatioBaluncil for water resources, 22 State
Councils and 160 Committees of hydrographic basins.

» State Water resources plans are being elaboratath @rosso, Mato Grosso do Sul, Rio
Grande do Sul, Santa Catarina, Acre and Para.

* As a complementary action the government launched008 the Programmes of de-
pollution and of revitalisation of the hydrograpliasins.

6) WASTE POLLUTION

Status:The rapid urbanisation of Brazil in the past desaddas caused environmental impacts in
the water, air and soil. The significant generatdrsolid residues, resulted in the emergence of
big garbage fieldslikdeg that release gases in the environment, such akame which
represent more than 90 of total gases emissions.

In Brazil, 149.094 tons of solid waste is collectidly (OPAS, 2003). From this total, $9go to
big garbage areas (final destination), and ortfy o to recycling andompostagemand +/-246
to incineration .A 2003 research also showed tB&trunicipalities (106 of total municipalities
in Brazil) that have more than 50 thousand inhalstgenerate 8% of total waste collected, and
that the 13 biggest cities are responsible f6¥3# all urban waste collected in Brazil.

Major threats:Brazil produces 240 thousand tons of waste per @i trend is not likely to
decrease in view of the consumption patterns of gbpulation and of the recent rise of
purchasing power of a significant part of the pagioh, which until now was de facto excluded
from the consumption markets by lack of financedaurces.
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Only 2% of the waste in Brazil is recycled! This is bezmuwecycling is 15 times more expensive
than throwing the garbage in the landfills. By camgon, in Europe and in the USA the
percentage of recycling urban waste amounts #&.40

Policy initiatives: Since 2007, the MoE supports the elaboration ateSPlans of Integrated
Management of Urban Waste aiming to organise tteggrated management of solid waste in the
states of Brazil. The plans foresee the executicstumlies of regionalisation per state including
the necessary infrastructure to resolve the probkdated to the inadequate disposition of solid
waste. Among actions are building landfills foreegethe use of adequate technology to the
recovery of methane, the elimination of big garbfgles, the ‘compostagem’ (mixture of waste)
and recycling.

The government also intends to draw lessons leafrmd successful experiences of the
Programme of Selective Solid Waste Collection isidencies developed in some Brazilian
municipalities. Its objective is to boost recycling to 20% of the solid waste by 2015/2020.

7) BIOFUELS

Status:Brazil is the major exporter of ethanol and theosel major producer in the world.
Ethanol (derived from sugar-cane) corresponds (@%b (around 26 billions of liters) of primary
sources of energy of Brazil, occupying the secooditpn of fuels (‘combustiveis”) after
petroleum. The production of ethanol and biodiesak significantly increased and the
government made efforts last year (2008 ou 2009BYilding partnerships with other countries.
Currently the internal demand of ethanol is abdub®ions liters and its consumption surpasses
the gas. The main factor of the growing of ethamglrated is associated with the success of
biofuels vehicleqflex fue). Since its launching in March 2003, 7 million wéhicles flex have
been commercialised. In 2008, the number of vesithat uses indistinctively gas or ethanol
represented almost 90 of sells of vehicles. About a quarter of all carscirculation are now
flexifuel.

Policy initiatives

Brazil sustainability scheme for biofuels

Brazilian Government is waiting for more clarifizat on the EU sustainability criteria (notably
the definition of high biodiversity grassland amtlirect land use change) before going ahead
with its own sustainability scheme. Brazil wantshi@ve a clearer idea on what the Europeans
want before deciding 1/ to draft a fully compatildeazilian scheme (and negotiate a bilateral
agreement with the EU); or 2/ to leave the natigamalate sector to set up voluntary certification
schemes (and seek Commission’s recognition); oto3tontest our criteria (and possibly
challenge them at the WTO) Brazilian foreign affaiinistry warned that should the EU adopt
strict requirements, African countries would nelgerable to comply with our criteria. Brazilians
are convinced that the implementation of sustalitgbcriteria should be adapted to local
conditions of production.
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Brazil's objectives on the international scene

Brazil wants to explore with the Commission thegioisities of cooperating with the EU to help
developing countries getting involved into ethapabduction and its export to Europe. It will
propose in this respect triangular cooperation withAfrican countries. Brazil's long term
objective is to transform ethanol into a commodByazil would like to strike with the EU the
same type of tripartite agreement that it signetth whe USA a year ago to foster production of
ethanol in the Caribbean.
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Annex 5: Country Governance Profile

|. POLITICAL / DEMOCRATIC GOVERNANCE (VOICE AND ACCOUNTABILITY FOR WBI)

a. Human Rights

Does the government have any particular problesigio, ratify or
transpose to domestic law human rights relatedadieyional
convention&®? If so, why? Please provide comments on
implementation of human rights ratified conventions

No Brazil has ratified core UN human rights tremtand the majo
regional human rights instruments. The supremacyhef Human
Rights principles over the Foreign Policy is guaead by the
Brazilian Constitution (Title 1, Art.4/Il).

=

Brazil is a major player within the UN human riglitamework. In
2006 Brazil was elected to the Human Rights Coumeil2008 was
one of the first countries to pass the Universatidde Review
exercise. In recent years, Brazil has fulfiled mos$ its reporting
obligations under the relevant UN-human rightstiesa Since 2001
Special Rapporteurs/Special Representatives dfJidllhuman rights
mechanisms have a standing invitation to visit Braze Brazilian
Government has also indicated a willingness to emant their
recommendations. However, their implementation &dtes and
municipal level is problematic.

Has the government signed and ratified the statutiee
International Criminal Court?

Has it signed bilateral immunity agreements witindtlicountries
(USA)?

Yes, Brazil signed the document on 7/2/2000 andas formally
ratified in 2002. Brazil has also been active inrpoting the Romé
Statute and in 2008 established partnership withredfder to suppor
the ICC.

D

—F

No, the Brazilian government stated on various sicces that any
immunity agreement with the US would be contraoythe letter and
spirit of the Statute of Rome and that it wouldiketragainst the

16

Global instruments: The Universal Declaration of Human Rights (194Bg International Covenant on Civil and PoliticagRis (1966), and the International

Covenant on Economic, Social and Cultural Righ866), plus a number of specific conventions, sugltha International Convention on the Eliminatidn o
Racial Discrimination (1965), the Convention on flémination of Discrimination Against Women (1979 e Convention Against Torture (1984), and the

Convention on the Rights of the Child (1989)
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juridical equality of states.’” Brazil was in conseqce barred under
American Service members’ Protection Act (ASPA)nireeceiving
International Military Education and Training fund&ut the sanction
on countries refusing the agreements have alreae€ly tepealed.

[72)

If death penalty has not been abolished, underiwtircumstances
and grounds it is applied (military, sharia coQfts.

A} %4

The Brazilian Federal Constitution (1988) expregsighibits the usé
of the death penalty by the penal justice systemicla 5, Paragrap
47). However, the death penalty may be applicahteording to
international law, in case of declared war, undher terms of Article
84, paragraph 19, of the Federal Constitution. Adiog to
international law, ‘application of the death pepaih time of war
pursuant to a conviction for a most serious crirha amilitary nature
committed during wartime’ is admissible.

-

The death penalty has not been used in Brazil 4i8cé.

Do the watchdog public institutions (Ombudsman, ldarRights
Commission), in case they exist, have problemsanasing
effective power?

There are not any institutional obstacles to ‘thatoldog public
institutions’ on the federal level. The Federal &mment has been
trying to strengthen the institutions in order tideess the variety g
Human Rights Problems (Apart from Special Secratgor Human
Rights, Brazil introduced special secretariats tloe promotion of
racial equality, and women policies). There exasthalogue with civil
society, but the implementation of the policiesvarious states of the
Brazilian federation, as well as protection of HunRights Defender
in some regions, remains a big challenge.

="

|72}

Is the principle of non discrimination based on, saxe, colour,
language, religion, political or other opinion,inatl or social origin
foreseen by the law and effectively guaranteed®tfwhat are the
main problems?

Yes, non discrimination is guaranteed by the Cantgin. The list of
Human Rights related legislation can be consulted
http://www.mj.gov.br/sedh/ct/Ig.htm

Are minorities’ and indigenous peoples’ politicaldacultural rights
effectively protected? What are the main contraeérssues (land
rights, political rights)?

Yes, there are several instruments for the pratectl) Constitutior
guarantees indigenous rights, 2) state organisat{biational Indian
Foundation — FUNAI, FUNASA- health care) offer atance tg
indigenous groups. However the Statute of indigenpeople fromn
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1973 needs to be modernised — new proposal ongbeda of the
Congress since 1994.

The 1988 Constitution grants indigenous peoples anaus rights
including protection of their cultural heritage amdditional lands. Ir
practice, these rights often go unprotected. Thes@oitional mandat
to demarcate indigenous territories within 5 ye@syet to be
completed. Land disputes between indigenous pe@vidsoccupiers
are common, and often end in violence. Howeverptbblem is being
properly addressed within the constitutional frarog(Cfr. Supreme
Court’s decision on the Raposa Serra do Sol teyrdemarcation).

D

1%

174

Government services such as public education asit Ibeealth care
often do not reach indigenous groups, particulamlyremote rura
areas. Also the question of the access to basiacesrfor the Indians
living in urban areas — out of their original commiies — is
becoming a real problem. (According to the IBGE @@dIll 50% of
the Indians live in the urban area). Notably aaeyiproblem with thg
access to the health system (FUNASA) and comptinatwithin the
penitentiary system (Indians have right to asscgaof FUNAI —
often neglected).

U7

A} %4

The movements of Indigenous people are also cditinthe change
their statute: Statute of Law (6.001, 1973) dealuittp the civil statut
of the Indians is working with the concepts of tBte supervisio
over indigenous population and its assimilatiomeiv proposal of th
Bill which is taking into account approaches ireliwith the 198
Constitution was presented in 1994 and in 2000a# still not bee
approved. There is another project of law in thexgess that woul
enable Indians to exploit mineral resources of rtheicognise
territories.

An institutional reform of FUNAI is also on the agk. The natur
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and role of the organisation which is now under toatrol of the
Ministry of Justice should move more towards harmizb policies, not
having a responsibility on all matters, becomingenan organism g
the coordination and regulation with the participatof the Civil
Society and Indians, municipalities and statess Tnocess should
facilitated by the National Comission Pro Indio #-the future to turn
into the National Council of Indians.

Other relevant information, overall appreciation @mmary of the
main problems identified in this area
Discussion on the Constitution

Human rights legislation in Brazil is in generakgdate. The Feder
Government has an active human rights policy (tNiational Humar
Rights Plan will be introduced in 2009). But asalty referred to, it
implementation at state and municipal level is@pitoblematic.

|72}

-

Principal concerns that remain include: police emnme, poor priso
conditions, violence, indigenous communities, rualence and lanc
conflict, torture, child and slave labour, humarmfftcking and
corruption, with reports of impunity for those inved. In all areas th
Government continues to face fierce resistance frested interests.

=

D

There exists EU-Brazil Dialogue on Human Rights.ofration
between Brazil and the EU on human rights issuegierally good
In 2007 Brazil tabled jointly with the EU a resatut on the Death
Penalty at the General AssemiBrazil is among the countries whi¢
established in November 2008 Partnership with Ertamote ICC,
The objectives of the Human Rights Dialogue asedtah the Joint
Action Plan (I/1.)are following:_on a bilateral leveidentify specific
cooperation projects; encourage civil society; lmm multilateral level
establish HR consultations Geneva, New York, Brigsaed Brasilia
triangular cooperation EC-CPLP-Brazil; reinforcimgedibility and
effectiveness of the ICC’

7 hitp://ec.europa.eulexternal relations/brazil/d2@88 joint action plan en.pdf
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b. Fundamental Freedoms

Are the following fundamental freedoms recognised effectively
exercised by citizens (what are mains restricteomd problems if not
respected)

- freedom of movement, including entering and leguhe country

The Brazilian Constitution guarantees FundamenightR.

Yes.
- the freedom of thought, conscience and religion Yes.
- freedom of expression Yes.

- freedom of information (are there restrictiongri@rnational medig
and to access to internet?)

Yes, but sometimes the media or activists are utttempressure o
various interest groups (political, criminal, andancial). Although
freedoms are legally guaranteed violations of codes be
encountered.

- freedom of assembly and association (includingtings held by
political opposition, demonstrations). Is the regoty environment
conducive for civil society organisations, professil associations,
trade unions, political parties to operate

Yes.

Other relevant information, overall appreciationl @mmary of the
main problems identified in this area
The role of the International Community and NGOs.

Generally there are no substantial problems. Gwatiety is active
government has a dialogue with International Comityuand is an
active member. But due to the continental sizehef tountry anc
different levels of development, severe violatioofs fundamenta
rights can be found — such as police violence (samgnexecutions
or exercising of fundamental rights in the areasabihe state contrg
(e.g. somdavelas remote rural areas).

C. Electoral Process

Were the last Presidential, parliamentarian and&al electoral Yes.
processes considered free and fair by EU and/er atkernational

bodies? If not, what are the main obstacles? Pledseto the

following elements to assess the electoral process.

- specific problems that undermine the independengeartiality No problems.

and credibility of the authority in charge of swasing the electoral
processes

- electoral census and the voters’ registrationesys

OK. Beginning in 1996, Brazil adopted an elmut voting systen

capable of tallying 100 million presidential votesfore midnight or
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election day.

- specific problems that undermine the principleqéal
campaigning opportunities (equal access for altesimg parties to
the state—controlled media, availability of pubédhand broadcast
media in all constituencies, transparency of fimagof political
groups / candidates)

Some cases of election irregularities happenedeasawith precariou
security situation especially in the poor urbamaravhere both drug
related gangs and paramilitary militias exert podit control over
several favelas (slums)spread across town. (The situation
particularly alarming in Rio de Janeiro.)

[92)

Criminal groups prevent candidates from campaighiegly, and
even impose their own candidates on residentsrgiajat. The
numbers involved in these ‘controlled favela vo&® impressive:
they are nearly equal to the 1.7 million votes ekt elect the
incumbent mayor in 2004 and enough to elect 25/a¥f2he 50 city
council members.

Superior Electoral Court has already summoned aromops to quell
voters’ intimidation in the states of Rio de Janeind Parana and will
soon decide whether to also send them to Amazomap&nand
Tocantins.

Media controlled by certain politicians also obselv Many
irregularities reported on financing of politicaralidates. However, i

>

these cases, the electoral court has been effemideandidates have

lost their mandates.

- existence of mechanisms for checking and vahdgglection
results

- possibility to use recourse procedures

The Superior Electoral Tribunal supervises thetelat process. There
have been several cases of the impeachment caouedby the
Tribunal on the basis of the election fraud accamat TSE is
recognised for its professionalism and impartiality

- possibility of requesting an authorised interoiadil election
observation

- possibility for local observers (from independBi@&Os or political
parties) to operate

No problem.
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Other relevant information, overall appreciationl @mmary of the
main problems identified in this area
Education

Institutional Resources

Voting is obligatory and secret. Since the end titany rule in 1985
democracy has gradually been consolidated andifunscin a regular
and peaceful manner despite some of the above onexdtdifficulties.

Poverty and low educational system affect electeyatem. In some
poor areas population is more likely to be manifgadady populist
candidates based on little private gains linkedaies. However,
irregularities reported have been dealt by the iBaazelectoral justice
in an effective way.

D) Principles of constitutional democracy

Does the Constitution contain the principle of separation of
powers?

Yes. Although the prominent nature of the executikench in the
Brazilian institutional set-up is evident — e.ge8idents control muc
of the agenda-setting power in Brazil. More tha®o/éf all legislation
adopted since 1985 has originated in the execbtiaech, often via
presidential decrees. Presidents also have a éngh of discretion
over public spending; Congress authorise nationdgbt, while it is
up to the executive to actually disburse it.

How does Parliament exercise its main powers?d&gre
functions, power to decide the national Budgetrsight of the
executive/government’s action and capacity to disrthie executive

The 1988 constitution restored most of the powerd prerogatives

that Congress had lost during the military regif@engress enjoy
administrative and fiscal autonomy, as well as fadwer over the
budget. Under certain circumstances, it may issgeslative decree
not subject to presidential veto. An absolute mjaecret vote in
Congress is required to override a presidentiad.v€bngress also ha

a very important role in setting national, espégiatonomic, policies|

For example, it must approve all international agrents, including
renegotiation of the foreign debt.

Congress has big problem with its own effectivendsas beer
sometimes working at a very slow pace — takingame cases mor
then ten years for some bills to be approved.

174

[72)

AS

|

Are there any political parties or similar struets/? If not, what are
the main obstacles for their formation and funatigf?

Political parties can operate freely. But curreleceral laws favour

high fragmentation, low institutionalisation of pas and minima
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party fidelity.

How the political parties ensure political pluraii® (their capability
of being representative, their budget, ...)

Congress remains extremely fragmented even aféeinttoduction of
the 5% barrier clause.

Is the security system, including law enforcemastitutions such as
police, armed forces, paramilitary forces, etc,armdemocratic
control and oversight by Parliament and civiliathauities? If not,
what are the main obstacles?

51N general institutional set-up for democratic cohtis done, bu
several problems are being faced. The military dsponsible fo
national defence and does not play a significatg ro political life,
but the police structure is still the one devisad1P69, under th
military regime, when its role was to guaranteeerin&l security
instead of providing a service to the communityisTincentives the

inside the forces, often leading to feuds and kegkls of corruption.

The existing internalGorregedorig and external@uvidoria) Police
control mechanisms are very feelifmrregedoriasare often criticised
by the lack of independence and commitment to addvelice abuses
andOuvidoriasby the lack of power to conduct real investigatiand
bring accused to justice.

abuse of force. There is a lack of an effective m@md structure

D

1=4

Other relevant information, overall appreciationl @mmary of the
main problems identified in this area

The Brazilian party system is exceptionally fragteen which make
it virtually impossible that any political party MWiever obtain &
majority in Congress. Brazilian presidents are sagthre of this ang
know that they cannot govern successfully with skipport of their
party alone. Not surprisingly, they seek to forra tiroadest coalitio
possible to guarantee the passage of governmepoged legislatior
through congress.

Therefore, governing coalitions in Brazil are mgpsthased or
clientelistapolitics (in essence, the exchange of politicalofag for

Progressive political sectors tried to address i$ssie by imposing
threshold legislation in October 2006 for the fitste. Several partie
failed to obtain newly introduced thé®of the national vote mark ar
are joined forces. For some political analysts, éwav, the threshol
only creates more internally-fragmented partiehwib real leadershi
control.

financial rewards). In many cases, this corporateaas to corruption.

\*2)
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II.POLITICAL GOVERNANCE/RULE OF LAW: JUDICIAL AND LAW ENFORCEMENT SYSTEM

What type of judicial systems (modern, religiouadttional coexist
in the country? What is their respective jurisaiof?

Modern judicial system.

Do procedures of nomination, removal, sanctions@nchotion
ensure the independence of judges?

Yes.

Is the current system conducive to a performingcjatsystem
(appropriate salary, training, transparent disocgly regulations,
trained judges, equipped courts)?

Yes. However, the judiciary is a mirror of the Blian society.
Therefore social disparities have strong impadumctioning of the
justice system.

Does the judicial system guarantee the right ofyegiizen to a fair
trial? The following elements could be taken inbmsideration:

- Is the access to justice reasonably ensuredu@ing its
geographical coverage) and judicial decision takemreasonable
time?

- Is the system for appeal deemed effective?

The judiciary does not collect or publish statstabout its workings
making it impossible for external observers to effely monitor it.

The system of appeal is effective but often assediavith long anc
slow decisions.

In the exercise of its functions, does the law sd@ment system
(police, judges, penitentiary system) guarantearggof citizens
and respect of law, while respecting human riglis?penalties
proportional to crimes? Do prison conditions respeenan dignity?

The penitentiary system has been a constant probléBnazil. Prison
conditions in Brazil in general are not good — avewding, limited

possibilities to work or study, health and sanitsityation, corruption|
Violence inside of prisons and activities of th@rgnal organisations

have to be taken into account. The system is snffdyig number of
detainees and lack of administrative/ legal stmect{e.g. alternative
punishments) to deal with it.

There is evidence that police and prison guardgiroom to torture
people in their custody as a form of punishmentiatichidation or to
extract confessions, though few cases have beseqrted. Howeve
several positive steps are noteworthy. In June 2@Bé Specia
Human Rights Secretariat established a National rGittkee for the
Prevention and Control of Torture. The Committeenpases publig

authorities and civil society representatives asdrdasponsible for

proposing monitoring mechanisms, including insmeattivisits to
detention centres. Brazil has recently recogniseccompetence of th

1%
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UN Committee against Torture to receive complaifited by
individuals.

Other relevant information, overall appreciationl @mmary of the

) . e . Some sectors of the judicial system are inefficiantd subject tg
main problems identified in this area J y J

political and economic influence and to corruptiand are very
inefficient. Calls for judicial reform in Brazil padoxically derive
from its excessive independence. The judiciarydacknsparency and
is often accused of being isolated, dedicated &sewing corporat
privileges and unaccountable to society.

A4

D

The reform of the Judiciary in 2004 brought sompriovements into
the system, e.g. introduction of the National CalurfcJustice.

[I.L.CONTROL OF CORRUPTION

What are the sectors in which cases of corruptrerrgported? WhatCorruption can be encountered across the societye Tilieu’
kind of corruption is it? favourable for the political and judicial corruptiovas described
(i.e.: customs, public procurement, revenue catbet above.

Corruption in the police forces exists fthree main reasons: police
officers receive very low salaries, there is mopewyring from drug
traffickers and there is no efficient mechanism pganish and
eventually expel crooked agents. The average safaypolice officer
in Rio de Janeiro is 800 reais (approximately 3R0@oE) and there is
basically no support for housing, education or tmealare. Police
officers and their families thus live in a very gaeious economic and
social situation. Even when they are able to findegond job tc
complement their income this is normally not enotmylsupport thei
families. At the same time, there is plenty of mpr@eailable from
drug trafficking. Hence traffickers present policéficers with a
considerable amount of money to avoid harassmdns Jometimes
also includes protection against their foes.
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Does the country have an appropriated legal framewnabling to 18
: : . Yes — COAF
fight against corruption?
(i.e. Do national law criminalise active and passiorruption to/by a
public official, Is an anti-corruption commission other similar
institution in place?)

In 2004 the government raised the priority of thghtf against
corruption and the fraudulent use of public fundscordingly, a
number of offices were set up. These are:
« at the level of the federal police: three delegetiovere
established within the Organised Crime Dept. (far $tates o
Séo Paulo, Rio de Janeiro and the Federal Distiad)24 unitg
(in each of the remaining states) in charge ofrfoia crimes,
equipped with specialised agents.

—h

« at the level of the Finance ministry: the Finandativities
Control Council (COAF), a financial intelligenceitim charge
of obtaining all the information about suspiciousahcial
movements and reporting them to the public prosesudffice
or the federal police to initiate enquiries.

* at the level of the justice ministry: the Asset &exry Dept.
and International Legal Cooperation (DRCI), a baayich
deals with all the international investigation regts and is in
charge of managing confiscated and attached assets.

e at the inter-ministry level: the ENCCLA agency whigathers
about 50 organisations to collect all types of infation about
suspected corruption and laundering of the assziged from
these criminal activities.

« at the judicial level: creation of groups speciisn financial
crimes in the public prosecutors office and the tawrts.

In 2004, Brazil initiated a National Strategy Ag&inMoney
Laundering and Corruption which led to a numbemefisures such as

18 hitps://lwww.coaf.fazenda.gov.br/
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better training for federal agents, creation ofcsesed legal groups
training programmes and information gathering busea

Is the national legal framework implemented?
Are the institutions adequately financed to fuliéir mandate?

Complicated on a national level — continental sizéhe country,
different levels of development.

What is the position of the country towards intéioval law
regarding the fight against corruption (UN convens, Financia
Action Task Forc¥&)?

OK. Member of GAFI — “° ACTIVE. Sometimes, lega
incompatibilities are obstacles for efficient imtational cooperation.

The Brazilian authorities are aware of the impareanof this
cooperation to improve the fight against organiseimne, money
laundering and funding of terrorist activities. dmtational
coordination for exchanging information is frequgnmton-existent ol
excessively slow. It is necessary to establish st &nd efficient
system.

Is the country contributing to FATF-GAFI (Financiattion Task
Force / Groupe d’action financiére)?

Is the country implementing FATF/GAFI recommendasi@n
money laundering and terrorism financit®y

Through which regional mechanisms?

Yes. At the regional and international level, weéthntacts pursued wit
organisations such as GAFI SUR, the EGMONT grougAD and
MERCOSUR. In the latter, a working group was se{8@T 4) with
headquarters in the Central Bank of Brazil for exaing information
between member countries about money launderingfamding of
terrorist activities. In addition, there is a warfigroup made up b
Argentina, Brazil and Paraguay with the United &ads associate, f
analysing the situation of organised crime in ttwee borders regio
(borders of Brazil, Argentina and Paraguay).

At the bilateral level and particularly with Eur@we countries, the

9 FATF 40 recommendations on money laundering

http://www.fatf-gafi.org/document/23/0,2340.fr 3239 32236920 34920215 1 1 1 1,00.html

FATF 9 special recommendations fighting terrorigmamcing

http://www.fatf-gafi.org/document/51/0,2340,fr 3ZBF9 32236920 35280947 1 1 1 1,00.html

20 hittp://www.gafisud.org/home.htm

2L FATF 40 recommendations on money laundering

http://www.fatf-gafi.org/document/23/0,2340.fr 3239 32236920 34920215 1 1 1 1,00.html

FATF 9 special recommendations fighting terrorigmamcing

http://www.fatf-gafi.org/document/51/0,2340,fr 3ZBY9 32236920 35280947 _1 1 1 1,00.html
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exchange of operational information is satisfactacgording to the
attachés and liaison officers of EU Embassies éndbuntry. On the
other hand, these officers carry out a large numifetechnical
cooperation actions such as inviting federal agentsspecialised
police seminars and training events focused onddttajfficking and
money laundering.

174

e ENCCLA, an association of regional countries for

implementing best practices in anti-money laundgrat the
strategic, legislative and operative level.

* AMERIPOL which comprises the police forces of South

America with the aim of exchanging police intelinge.

Does the country have a strategy or reforms addggbe main
weaknesses identified here above? Are theses gitsité reforms
integrated in the poverty reduction strategy?

Yes, many reforms were tried in the Brazilian pubsystem.
However they are not related to poverty reductioatsgy.

Other relevant information, overall appreciatiom aummary of the Major problem — political systems favours corrupticas well ag

main problems identified in this area

social situation (police corruption). Power of langterest groups.

The Federal police has specialised units with $igdcaining on these
subjects, in addition to specialised judges andippbosecutors. Evel
so, the resources and amount of police and judagiahts are limited
and insufficient.

IV.GOVERNMENT EFFECTIVENESS

A Institutional capacity

What are the main obstacles for public institutiimgistries, centra
bank, tender authority, audit) to exercise theiv@oin an effective
manner? The following elements could be taken @otwsideration:

- is their mandate clearly defined?

Their mandates are clearly defined and there alependent bodies t
control the executive. Brazilian legislation forkpiec procurements i
applied. However the country lacks qualified stedfapply heavy
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- do they dispose of qualified staff and adequatigktary
resources?

- is there an effective coordination between thered¢ and local leve
government?

- is the national and local administration abléotonulate and
implement policy initiatives?

- are they able to manage external aid?

- do they have the capacity to respond effectivelyatural
disasters?

procedures of public spending.

The EC has in the past provided support througitdihl cooperatio
to modernise public administration.

Coordination between central and local level exwstt Brazil's
continental size makes this task rather complex d@tuntry has 2(
States (provinces) and Federal District. Many State bigger tha
most of European Union countries. Brazil also ha®ro05.600
municipalities.

The Brazilian Constitution is clear about the rofeeach Federativ
level but many ambiguities remain.

Although Brazilian municipalities from the poorestgions neeq
capacity building, in general the National and la@ministrations arg
able to formulate and implement policy initiatives.

They are able to manage external aid but many ipediilities
between Brazilian and European procedures makarpiementation
quite heavy in terms of bureaucracy involved.

Brazil has the capacity to respond effectively &unal disasters an
have helped other countries in this field.

If a decentralisation process is ongoing,

Are the relevant competencies devolved to locdi@ities?
Are appropriate resources (staff and budget) sddheigh
allocations in the State’s budget or through tbein revenues?

The Brazilian Constitution of 1988 provided goodowmnds for
decentralisation to States and Municipalities. n§fars are guaranteg
by Brazilian legislation, independently of politigaterference.

-

- )

D

D

d

xd

Other relevant information, overall appreciationl @mmary of the
main problems identified in this area

Resuming the main problems causing ineffectivermésgovernment
institutions are the following:

- federalvs state and municipal level — different patterns,
- corruption,
- public security,

- heavy bureaucracy (e.g. tax system)

B. Public Finance Management (PFM)
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Is there an up-to-date assessment of PFM in thetigdu Yes

Describe if there are problems with:

- the realism of the budget document?

- the execution of the budget?

- the comprehensiveness and the transparency bitiget?
- internal controls? Brazil has a multi annual programming which coueesperiod of five
years to which all the priorities and the Federav&nment budge
are defined. This programming has to be approvedhbyBrazilian
Congress.

Many institutions monitor and control public spamglin Brazil. The
process is quite transparent and any citizen car hacess online to
budget of each public body.

—+

Many internal controls are in place such as NatiQumart of Auditors,
State Court of Auditors, Municipal Court of Audisorin addition,
control is exercised by General Control's Office darPublic
Prosecutors, all independent and effective.

- external scrutiny and audit?

Is there a reform programme to improve the quality FM?
- If not, is one being drafted?

- If yes Is there evidence of the authorities’ commitntents
implementation

Brazil has implemented many reforms to improvedbality of PFM.
New legislation has been introduced to increaseatiz®untability of
public servants in public finance management, sashthe Lei de
Responsabilidade Fiscal.

Other relevant information, overall appreciationl @mmary of the | Although many control mechanisms are effectiverugaion remaing
main problems identified in this area a big problem related to public spending, with maages published in
the Brazilian press associating politicians.

V.ECONOMIC GOVERNANCE (REGULATORY CAPACITY FOR WBI )

c. Private sector/market friendly policies

Is the business climate attractive for private @eictvestment in
particular taking into account
- The time and cost to start/end a company

This chapter was completed with information basedtlwe World
Bank publication ‘Doing Business 2009 — Country fitedfor Brazil.
Comparing regulation in 181 economies’.

Brazil is ranked 127htp://www.doingbusiness.oygn regard to time
and cost to start and end a company.

List of procedures include check company name wilate
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Commercial Registry, pay registration fees, registeith the
commercial board of the state where the main offscéocated and
obtain identification number, register for fedeaald state tax, obtain
CNPJ number, which also registers employees with National
Institute of Social Security, confirm INSS enrolmerceive state tax
inspection and get authorisation to print receipigices. Then
register with local taxpayers registry. Pay localx,t get the
authorisation to print receipts and invoices frdm tocal authorities,
order receipts and invoices with CNPJ numbers framthorised
printing companies, obtain fire brigade licenseceree inspectior
from fire brigade, apply to the local municipalftyr operations permit,
register the employees and open a special funduf@mployment
account in bank. Then notify the Ministry of Laboand make
registration with the Patronal Union and with thengtoyees Union
(World Bank, 2008).

-The level of access to capital market ; Inadeghbaté supervision

Ranking of Brazil in getting credit is 84.

-The customs regulations and the application @frtie

Brazil is ranked 145 overall for paying texe

-The property regime

Brazil's rank in registering property is 115. Thank is based on
number of procedures to register property, timedtendar days and
official costs. Brazil’'s time is 45 days. Numbédrpoocedures: 14 anld
cost (% of property value) 2.8.

-The labor regulations

Pursuant to the labour law, registration with timepkyees union is
mandatory and ensures that the company is obeynmjogee labou
rights. Ranking of Brazil in employing workers i211 Labour
regulations tend to push employers and workers th& informal
sector. Brazil situation shows that employment la&tgon is generally
very rigid and that side effects jeopardise laband investments in
this country.

-The unofficial payment for firms to get things @on

Some companies hire specialised services (lavoyedespachantesy)
to do paper work for opening and closing firms. Mases of
misconduct related to this are known to us.

Other relevant information, overall appreciation @mmary of the
main problems identified in this area

The bureaucracy related to doing business in Brazieavy and timg
consuming.

D
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B. Management of natural resources

Has the country adhered to the EITI (Extractiveustdes
Transparencinitiative)? If not, what are the problems regagdihe
adhesion?

Has the country encountered any problems in théeimgntation of
the EITI (programme, activities, creation of an Edpecific
department)?

No The Advisor on International Affairs of the Bigan Ministry of
Mining and Energy informed that Brazil did not adh& the EITI. Up
to recently this was because of lack of interestweler, now there i
interest in the Initiative and any request for aghee and informatio
on this will be received with good eyes.

- U]

In case the country is concerned by the illicitquation and trade of
‘conflict diamonds’, is the Government involvedand cooperative
with the Kimberly Process Certification System (KPC

Has it put in place the appropriate controls tmelate the presence
of conflict diamonds in the chain of producing angborting rough
diamonds?

Brazil adhered to the KPCS in November 2002 asracjgant and
vowed to comply with all exigencies to become & foémber of the
initiative. The actions are coordinated by sevearahistries. The
general coordination is with the Ministry of Minirend Energy. It$
National Department for Mineral Production is inaoje of the
emission and control of certificates. The Ministof Economy
(Ministério da Fazenda) certifies the export cixdiies and is
responsible for the customs control. The Ministry Justice is
involved in the combat of illegal trade and smuggliOther ministrie$
involved are those of Foreign Affairs and Industbavelopment and
Foreign Trade.

4

FLEGT (Forest Law Enforcement, Governance and Trade

Is the country affected by illegal logging and trele in illegally-
harvested timber? If yes, what steps has the govamhtaken to
strengthen forest sector governance, and addrelsslying causes
of illegal logging?

Has there been dialogue between the governmerthand
Commission concerning the EU FLEGT Action Plan, anithe
country a potential candidate for a partnershipennide FLEGT

Action Plan?

=4

The country is affected by illegal logging and hegprogramme ¢
combat this activity. Mainly through command andhtcol measures,
but also by establishing agreements on municipal land make legal
concessions to companies that design a plan festigr management.
Also INPE is improving its capacity for remote segs obtaining
better resolution with the assistance of Japaro Blszil is engaged in
increasing their remote sensing capacity to othembs besides the
Amazon.

The Government of Brazil is weary of FLEGT. TheoallITTO and
other projects to combat illegal logging, but dot meant to heart
anything about the Trade component. It consideis & hidden
measure of the EU to protect its own timber market.
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See above. Missions on FLEGT executed by EU and awEays
stumble upon the Trade argument.

Does the country implement the FAO Code of Confélrct

Responsible Fisheries (CCRF)?

Yes. Brazil signed the Code of Conduct earlier yleiar.

VI.INTERNAL AND EXTERNAL SECURITY (POLITICAL STABILITY AND ABSENCE OF VIOLENCE FOR  WBI)

2.1.Internal stability/conflict

What kind of internal ethnic/regional conflict cdre identified?
Please specify its causes and the ongoing condlgzilution process
if any.

We can identify the following social conflicts ing Brazilian society:
' - Urban violence and lack of public security,
- Land related conflicts.

- Violence against indigenous people and afro-dedeet
communities

Can signs of civil unrest be detected? If yes, Wisiectors of societ
are affected?

YIn May 2006 in Sao Paulo, clashes between the gali ‘Primeiro

Comando da Capital’ (a criminal gang organised tgaiom inside
prisons) resulted in an official death toll of 24écluding 41 security
agents and 123 ‘suspects’. According to the P@indgbudsman of Sao
Paulo, 82 of those ‘suspects’ may have been victihsummary
executions.

Farm invasions carried out by members of the MSHhn(less
Workers Movement) Some conflict situations, witlesser impact o
society, can be also registered in clashes betiheefarm owner san
social movement of Land-Less people (especialthénAre of the Sa
Paulo State, Parana, Pernambuco or Para).

| e

Other relevant information, overall appreciationl @mmary of the
main problems identified in this area

For many years the issue of public security oreiathe lack of it ha
been at the forefront of Brazilian politics.Whilesome areas progress
has been made, the overall situation continuekbkdong-standing
culture of violence which dates back to the dayslabery, still huge

UJ
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socio-economic differences within the populatiorarse federal over
sight over the state military and civil police cerp high-level of
corruption within the state police forces, the gimte and bribing -
power of organised crime (especially in the drugsapand the wide
spread impunity for the crimes committed by eithelice agents o
‘real criminals’ all have contributed to the badopa security situatior
in Brazil.
It should be positively noted that with the PRONASZogramme
more policemen have access to training courses #mat
‘corregedorias’ and ‘ouvidorias’ (internal and exia police contro
mechanisms) have brought some modest success iice
accountability.

=

Dol

d. External threats and global security

Is the country respecting international/regionakagents related tg
Antipersonnel Landmines, Explosive Remnants of @rat illicit
trafficking and spread of Small Arms and Light Weap

Yes — compromised.

Does the country respect international law and riégional
obligations in managing external conflicts? Is the®untry
involved/affected by any external conflict?

Yes, Brazil respects its regional obligations and key player.

No external conflict. Within the regional conteBrazil has taken th
role of mediator in conflicts involving South Ameain countries suc
as Peru and Ecuador.

- W

Is the country contributing positively (troop cahtrtions to PK by
UN) to the maintenance of peace in the world, canti, region?

Very active in UN system — also with a vision oktlpermanent
UNSC seat. Haiti — leading mission in Haiti. UN pekeeping
missions with participation of Brazi
http://conflict.sipri.org/SIPRI_Internet/

Is the country involved actively in peace mediatidn

Not specifically, acting oad hocbasis — e.g. negotiations on so
FARC hostages release in Colombia. Besides regiah@l ambition
to play a big role globally, UNSC permanent seattipipation in the
Middle East Peace Process.

Is the country committed to implement UN Securityu@cil
Resolution 1373 (2001) and UN Convention on Tesraft Does the
country have the institutional capacity/legislattorcontribute to the
fight against terrorism?

The criminal code of Brazil does not contemplate tiffence of
terrorism. If a crime of that type is committed time country the
criminals could be tried for murder, violence, destion of property
or the like. Even so, the authorities have set gpexial federal polic

11
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unit, the Brazilian Intelligence Agency (ABI), irtharge of monitoring
the activities of certain organisations.

In Brazil there are groups of Lebanese, SyriansRaldstines who liv
mainly in the southern region of the country knoas the ‘ threg
border region’ (Argentina — Brazil — Paraguay). TBeazilian
authorities have detected financial movements fneembers of thes
communities to Paraguay through currency exchahgessutilising
the Hawala system and transfers, with the finaleberaries being
Hezbollah and Hamas. In Brazil, these organisatesasconsidered t
be political parties and not terrorist groups.

D

Does the country comply with and implement inteoral norms
and convention against the proliferation of weapai®ass
destruction and their means of delivery?

Yes.

Other relevant information, overall appreciation @mmary of the

main problems identified in this area

The Strategic Partnership between the EU and Brstates the

relevance of this relation..

VII.SOCIAL GOVERNANCE

Does the government have any particular problersigno, ratify or
transpose to domestic law the eight fundamental @dDvention¥’
? If so, why? Please provide comments on implenientaf ILO

No problem with ILO Conventions —

http://www.mj.gov.br/sedh/ct/lg_internacional.htm legislacao intl

22

Conventions on freedom of association and callediargaining (conventions 97, 98) , on eliminataf forced and compulsory labour (conventions A%),

on elimination of discrimination in respect of emyent (Conventions 100, 111), on abolition of @ttébour (Conventions 138, 182).
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ratified conventions, in particular on children

beodireitos humanos.

Does the country have a National Strategic Plarertable it to
respond to the challenges of HIV/AIDS e.qg.; a naldgCoordination
Committee etc.?

Yes, leading position. Internationally recognisen the success i
HIV/AIDS combat.

http://www.aids.gov.br/main.asp?View={CEBD192A-348E7E-
8735-B30000865D1C}&Mode=1

Offering assistance to other countri@s.

Where national strategies and structures existegpand to the
challenges of HIV/AIDS, how far is there the pal#ti will and the
commitment of domestic resources to ensure thgtare effective?

2 Brazil has a leading position in this field andaisnodel. For furthe
information:
http://www.unaids.org/en/CountryResponses/Courbiagil.asp
UNAIDS

Does the government have any particular problersign, ratify or
transpose to domestic law the most important iat@wnal
conventions and declarations on gender equéfity? so, why?
Please provide comments on implementation

No

=)

Has the country put in place strategies and strestio respond to
the challenges of gender equality, e.g. a natistnategic plan, a
coordination committee or the like?

Brazilian Government Activities are coordinated Hye Special
Secretariat for Women Policies — SPM created in 2003, wit

Violence against women was a central issue withm $ecretariat
whose actions focused on strengthening a networkssfstance t
women, including training, promotion of new legigda and judiciary
proceedings. To date, 49 courts specialising inaitin violence wersg
operating as a result of the law on violence agaumsnen (Maria da
Penha Law).

SPM is oriented by the National Plan of Policies\idomen (PNPM)
which was updated to incorporate other prioritesuiting from the Il
National Conference of Policies for Women, held Brasilia, in

ministerial status to assist the President on ssakted to women).

O

U

August 2007.

2 http://sistemas.aids.gov.br/lss/index.php?lang=en

24 Convention on all forms of discrimination agaimgtmen (CEDAW, 1979), th

e Cairo Programme of Actip894), the Beijing Platform for Action (1995).
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The PNPM is being implemented as of January, 20@btargets four
strategic areas: autonomy and equality in the wade and in
citizenship; women’s health, sexual and reprodeatights; non-sexis
and inclusive education and the confronting of emmle agains
women. An important measure within the Plan waseth@ctment, ir
2006, of Law 11340/06, known allaria da Penha Law’ (Anex 4),
which tackles domestic and family violence agawesmen. The cas
of Maria da Penha (she was twice almost murderetddnyhusband
was later treated within the Inter-American systeimtHuman Rightg
(the framework of so called ‘amicable solution’dagave name.

L

Other relevant information, overall appreciatio ammmary of the
main problems identified in this area

> The promotion of women'’s rights in Brazil has proed, in the las
two decades, a necessary approximation betweenr@uoeeat and
civil society, thus paving the way for changes he tBrazilian

legislation and for the formulation of new publigligies in that area.

VIILINTERNATIONAL AND REGIONAL CONTEXT

e. Regional integration

Niveau de mise en oeuvre des obligations nationales-vis de
'agenda d'intégration économique relatif, prind@aent, a Ig
création d'une zone de libre échange ou une urnolmere.

MERCOSUR- Brazil is one of ‘motors’ of the regiomadegration.

The process of regional integration has stagnatethe last years.
MERCOSUR is still struggling to complete its intagon and to
establish or reinforce the joint bodies and intibns that it needs t
further its integration. This implies facing upttowee main challenges:

o Completion of the Internal Market (internal dimeasi

o Stronger institutionalisation (supports both theeinal and

external dimensions)

Integration of block into the regional/internatibneontext
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(external dimension)’.

Despite these shortcomings and delays, MERCOSURnc@s to get
political support of its Member States and it appess the most solid
project of regional integration in Latin America.

Niveau d’application des programmes ou plans ddaatégionaux
des autres politiques régionales (politiques dmssports, facilitation
du commerce, .. ;) qui font partie de adguis
communautaire/régional »

There is a very little « dcquiscommunautaire/régional » of Mercosur.
Brazil contributes with 7% of the financial resources of FOCEM —
the fund for the diminution of asymmetries withireMosul. FOCEM
has, at the moment, 18 projects agreed and 5 psajethe approval
process, most of them benefiting Uruguay and Panaguith only one
covering the four member states. With thisbalanced contribution
Brazil wants to show its commitment to diminishinmggional
inequalities to its Mercosul partners.

Yet, FOCEM'’s budget of USKL1594129, with a possible addition of
US$5835090 for the projects to be approved, is hardly tifpe of
investment that will make a difference in the regio

Niveau d’engagement dans les institutions régiaammtammen
respect des obligations financiéres du pays, gestdes décision
juridiques des organes juridictionnels régionaux.

[ Brazil is engaged largely in various institutions frem OAS, Inter-
sAmerican Court, or other initiatives of security acacter —and
has a big potential for the lead (Ameripol, Gafisud

Cohérence et compatibilité technique et juridiqeela position du
pays vis-a-vis des différents agendas régionauxalg il participe
et niveau d’engagement dans le processus de rbdmtian des
RECs.

MERCOSUR, vyet a full customs union, states thatneoac
integration is a main priority. However, it has ndéfined, in a
concrete plan of action which are the priority &reand the
benchmarks to be achieved by the end of 2008. Tdwergment
recognises that the 1998-2003 crisis, that led eaember state t
individually adopt measures for its own protectipnpvoked a dela
in establishing the common external tariff. Nevel#ss, it anticipate
that, as these measures reach their time limitOh02 the custom
integration process will be resumed.

Concurrently, the panel for common resolution ofpdies —
Permanent Court of Revision — has hardly been asedBrazil still
considers preferable bilateral negotiated solutions

O 0 ~ 0O

Other relevant information, overall appreciationl @mmary of the

Brazil presents a very pro-adgenda to foster regional integratior

=]
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main problems identified in this area

in south-Aieerincluding Mercosul. Brazil is naturally a |lesaf
the region, but due to some constraints of theoregot to able to lead
effectively.
It is difficult to predict how the process of intagjon of MERCOSUR
will evolve. Conceived at the outset as an ambdtiproject explicitly
inspired by the European model, MERCOSUR is md\lito follow
the inter-governmental model of governance
Organisation of purely political nature like UNASW CALC as an
alternative to OAS without USA, have so far brougiudest results.

f.

Involvement in regional initiatives on governance ad peer review mechanisms (such as APRM)

Is the country actively participating in regionaitiatives on
governance ?

See previous section for Brazil's regional engaggme

Other relevant information, overall appreciatio ammmary of the

main problems identified in this area

g. Migration

Has the country been invited to deepen the dialogtiethe EU?
If yes, has it responded positively? Have intertocs

been identified? Has an agenda for dialogue bempoged / agreed?
Is there an open debate and good cooperation amfilementation
of the readmission obligation?

Structured EU-LAC Dialogue on Migration.

» The principal objectives of the Dialogue includeentfication of
common challenges and areas for mutual coopera®nwvell as
building a stronger evidence base for EU-LAC migratin order to
better understand its realities, based on the iptancof shared
responsibility, strengthening the commitment antingness of both
sides to discuss migration issues.

In case where development aspects of migration haga identified
as an important issue (e.g. brain drain / returquaflified nationals,
remittances, relation with diaspora), does the ttgushow
willingness to address them in the programmingodja¢? Does the
country pursue a pro-active approach in this pdielg? What steps
have been taken in this context?

Different aspects form the ACP reality — criminature of humar
trafficking.

Brain drain is a great concern in Brazil as acaderooperation with
the European Union is an important aspect of EGoeradion under

the Country Strategy Paper. This subject has besctussed an
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Erasmus Mundus consortia were requested to tahldeidsue in the

mobility schemes. One measure used by the Brazlidhorities is td
privilege sandwich doctorates, where the students always hav
return to Brazil to obtain diplomas.

e to

In case where refugee aspects of migration have ideatified as an
important issue (either as a host country or asuatcy of

origin), does the country show willingness to addriihe position of
refugees in the programming dialogue? Does thetogumhen
appropriate, cooperate on initiatives to enhanceesic or regional
protection capacity?

Does the country pursue a pro-active approachismpiblicy field?
What steps have been taken in this context?

Although at a world scale Brazil is not an impottanst country itg
legislation is being considered as exemplary by @RH The law
conceives refugee in a broader terms — he doeshawot to be
necessarily persecuted individually in order totgetstatute of refuge
(4. 000 refugees in Brazil — 70 nationalities — @0 from Africa
(1.600 Angola), Colombia. Law n° 9.474, 22 July .99

1%}

In case where illegal migration, smuggling andrafficking of
human beings have been identified as an imporsanej does the
country show willingness to address these issu#geiprogramming
dialogue?

Does the country pursue a pro-active approachismpiblicy field?
What steps have been taken in this context?

n.a.

Other relevant information, overall appreciation @mmary of the

main problems identified in this area

IX.Q UALITY OF PARTNERSHIP

h. Political dialogue

Are there agreed terms of reference?

Brazil and—El$trategic Partnership. Annual summits are hel

discuss current bilateral and international isstiés. first summit took

place in 2007 in Lisbon and the second in 2008 im & Janeiro
where the basis for current Brazil-EU Cooperatiorthe-Joint Action

d to

Plan — was adopted. The third Summit in Stockhair8009 will also

25 http://www.acnur.org/paginas/index.php?id pag=1395
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focus on the state of implementation of this Plan.

Would you qualify it as open and constructive?df,nwhat are the
main difficulties?
Did the political dialogue lead to any concreteiacement?

Some of the latest achievements of the sectorkdglias:
0

and Financial Regulatory issues,

Dialogues in the fields of Education and Culture

Regular dialogue on Human Rights.

Operation agreement in the field of research orofu

energy.

Commitment to the implementation of triangu

cooperation projects between the EU, Brazil

developing countries in the sectors of health, gne

(@)

cooperation on sustainable biofuels and bio-elatyri

agriculture and education as well as EU-Brazil-gdr

High Level Dialogues on Macroeconomic and Finance

lar
and

-

Within art. 8 is dialogue on essential elementsesyatic and
formalised? Have specific benchmarks or targets bageeed?

n.a.

i. Programming dialogue

Does the government involve Parliament, non-staters and loca
authorities in the programming dialogue?

EC-Brazil cooperation was headed by the EC. In daise, the E(
Delegation associated non state actors in the @noging dialogue. |
did not involve Parliament, as at the time Bramlnd request it.

Yes. In its own programming. The programming exarainder the

=\ /W

Was the programming exercise effectively a joird apen process
Did the Government actively promote coordination d
harmonisation with other donors?

?Yes. The EC Delegation associated local authoritied non stats
aactors in the programming exercise. The Brazilianoggration
Agency is in charge of coordination of technicabpgeration in Brazil
However, due to the continental size of Brazil #melfact the amoun
involved in external cooperation isn’'t relevant ftre country’s
development, this role is not really exercised systematic way.

1%

—

Other relevant information, overall appreciatio ammmary of the

 International cooperation resources are not relevana large,

main problems identified in this area

emerging country like Brazil.
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j.  Non State Actors

Participatory approaches to development: doesdliergment
involve non-state actors and local authoritiehmPRS process
(preparation, follow-up)?

Note: an assessment of the quality of participaamproaches shou
be provided in Annex 5 to CSP

Yes. The Brazilian development strategy translaméo the Nationa
Pluri-Annual Plan (called PPA) was designed with plarticipation of
the Brazilian civil society. The Federal Governmerganised a series
dof national conferences and seminars on specificc$oin order tg
include the views of the Brazilian organised csakiety.

Other relevant information, overall appreciatior ammmary of the
main problems identified in this area

> The main problem in this area is the scale of thentry — continenta
size — and the fact that mainly only organised geoparticipate ir
the consultations. However, underprivileged comriesiin Brazil
have been represented in the consultations.

Brazil is facing a duality of police services (stand federal police) which, even having their eetigpe competencies defined by law,
compete among themselves, due to mistrust, regardfgpublic statements affirming the excelleratiehships between them.

Brazil is facing a very violent form of crime whidiffects the entire population. The state poliaeds are in charge of fighting this
crime under the authority of a public security séary, appointed by the governor (civil police Imaoge of investigations and military

police in charge of crime prevention and keepinglipwrder). This

fight involves frequent confrotiteas between the state police and

criminal groups which commit common crimes. Theefadl police forces are engaged in these conframsitwhen federal crimes are

involved (armed robbery, the proceeds of whichimvested in drug

or weapons smuggling and laundehe profits). This explains the

rivalry between both forces. In addition, the feddéorces are short of personnel for fulfilling thenissions adequately.
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Annex 6: Millenium Development Goals

Millennium Development Goals (Brazil)

1990 | 1995 | 2000 | 2007
Goal 1: Eradicate extreme poverty and hunger
Employment to population ratio, 15+, total (%) 56 61 61 65
Employment to population ratio, ages 15-24, total%) 54 58 52 53
GDP per person employed (annual % growth) -8 1 1 3
Income share held by lowest 2@ 24 |26 |27 |30
Malnutrition prevalence, weight for age (% of chilaren
under 5) 45 2.2
Poverty gap at $1.25 a day (PPP) (%) 5 3 3 1
Eg;)/ﬁlrgiorgsadcount ratio at $..25 a day (PPP) (% of 15 11 11 5
Prevalence of undernourishment (% of population) 10 10 6
Vulnerable employment, total (% of total employmenj 29 36 34 27
Goal 2: Achieve universal primary education
Literacy rate, youth female (% of females ages 1542 96 99
Literacy rate, youth male (% of males ages 15-24) 93 97
Persistence to last grade of primary, total (% of chort) 80
Primary completion rate, total (% of relevant age goup) 90 108 | 106
Total enrolment, primary (% net) 92 96
Goal 3: Promote gender equality and empower women
Proportion of seats held by women in nationa
parliaments (%) S ! 6 9
Ratio of female to male enrolments in tertiary eduation 130 | 130
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Ratio of female to male primary enrolment

94

94

Ratio of female to male secondary enrollment

110

110

Share of women employed in the nonagricultural seot
(% of total nonagricultural employment)

35.1

38.5

40.3

Goal 4: Reduce child mortality

Immunisation, measles (% of children ages 12-2
months)

78

87

99

99

Mortality rate, infant (per 1 000 live births)

49

37

28

20

Mortality rate, under-5 (per 1 000)

58

42

32

22

Goal 5: Improve maternal health

Adolescent fertility rate (births per 1000 women ages 15

19)

90

90

89

Births attended by skilled health staff (% of total

72

88

96

Contraceptive prevalence (% of women ages 15-49)

59

77

Maternal mortality ratio (modelled estimate, per 10000

live births)

110

Pregnant women receiving prenatal care (%)

86

97

Unmet need for contraception (% of married women
ages 15-49)

18

Goal 6: Combat HIV/AIDS, malaria, and other disease

Children with fever receiving antimalarial drugs (% of
children under age 5 with fever)

Condom use, population ages 15-24, female (%
females ages 15-24)

18

Condom use, population ages 15-24, male (% of mal

ages 15-24)

51

Incidence of tuberculosis (per 10000 people)

84

71

60

48

Prevalence of HIV, female (% ages 15-24)

0.6
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Prevalence of HIV, male (% ages 15-24) 1
Prevalence of HIV, total (% of population ages 159) 04 |06 |06 |06
Tuberculosis cases detected under DOTS (%) 7 69
Goal 7: Ensure environmental sustainability

CO2 emissions (kg per PPP $ of GDP) 03 |02 |03 |0.2
CO2 emissions (metric tons per capita) 1.4 15 1.8 1.7
Forest area (% of land area) 61 60 58 56
;rzgéz\é;ed sanitation facilities (% of population with 71 73 74 77
Improved water source (% of population with access) 83 86 89 91
Marine protected areas, (% of surface area)

Nationally protected areas (% of total land area) 17.9
Goal 8: Develop a global partnership for developmen

Aid per capita (current US$) 1 2 1 2
D e 7 o M o % of G0N 120 s |
Internet users (per 100 people) 00 |01 |29 |352
Mobile cellular subscriptions (per 100 people) 0 1 13 63
Telephone lines (per 100 people) 6 8 18 21
Other

Fertility rate, total (births per woman) 28 |25 (24 |22
GNI per capita, Atlas method (current US$) 2.700| 3.740| 3.870| 5.860
GNI, Atlas method (current US$) (billions) 403.9| 604.5| 673.8| 1.122.1
Gross capital formation (% of GDP) 20.2 | 18.0 |18.3 |17.9
Life expectancy at birth, total (years) 67 69 70 72
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Literacy rate, adult total (% of people ages 15 ang
.. . 86 90
above)

Population, total (millions) 149.5| 161.6| 174.2| 191.6

Trade (% of GDP) 15.2 | 16.0 | 21.7 | 26.2
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