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MODERNIZACAO € AJUSTAMENTO - 1988/89

i. A economia brasileira enfrenta
uma das mais graves crises de sua histo~
ria.

2. Os sinais da crise se revelan
no  continuado aumento das taxas de in-
flag8o, no elevado nivel ‘do déficit pui-
blico 2 no alts grau de endividamento
externo e interno.

3. Se nEo forem preservadas e ap-
pliadas as medidas para corrigir essag
distorgdes, as consequéncias inevitdveis
poder8o ser: a n3o reat ivagdo dos ijnves-
timentos, a queda do nivel de emprego e
do saldrio real dos trabalhadores ¢ o
aprotundamnento dg desequilibrio das fi-
nan¢as piblicas, com inprevisiveis re-
flexos na ordem econdmica, politica e
social do Pais.

bisicos
reverter o

4, Const ituen objetivos
da agSo0 do Governo, para
atual quadro de dificuldades:

a. evitar a aceleragio do pro-
cesso  inflaciondrio e criar condigdes
para o seu decl{nio;

b. adotar providéncias para a
retomada do crescimento econdmico, de
modo 2 permitir 3 geragcdo dos empregos
indispensdveis 2a absor¢do da m¥o-de-obra
que anualmente afluji ao mercado; e,

C. reduzir as disparidades na
distribuigio da renda.

S. Para que tais objetivos sejam
alcangados, a estratégia do Governo é&:

= combate ao déficit piiblico;

- normalizacSo das relaghes
com  a comunidade financeira
internacional;

- modernizag8o da economia; e,

- énfase na drea social.

HODERNIZATION AND ADJUSTHENT - 1988/89

i. The Brazilian cconoey is
facing ane of the gravest crises in its
history,

2. The signs of the crisis are

made evident by the continued growth of
inflation, the high level of the public
deficit and the high level of external
and domestic indebtedness.

3. If the neasures that have been

taken to correct these distortions are
not maintained and strengthened, the
inevitabhle ctonsequences could be: the
stagnation of investment, a decline in
employnient  and real wage levels, and =
deepening imbalance in the public /
finances with unforeseeable

repercussions on the economic, political
and social order of the nation.

4. To reverse these difficulties,
the basic objectives of government
action are:

&. to avoid the acceleration
of the inflationary process and create
the conditions required for reducing
inflation;

b. to adopt measures aimed at
renewing economic growth, in a way such
as to make it possible to generate the
Jobs that are indispensable to absorb
the manpower that annually enters the
market; and,

C. to reduce income
distribution disparities.

. The strategy adopted by the
Government to achieve these objectives
consist of:
- combat ing the tpublic
deficit;
— normaliZing relations with
the international financial

commﬁnits;
~ Modernizing the economy; and,
— emphasizing the social area.
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COMBATE AD DEFICIT PUBLICO

b. 0 déficit piblico constitui o
principal foco de inflagSo, tanto pela
influéncia que exerce no mercado de bens
2 servigos e nas taxas de juros, como
pelo seu reflexo sobre as expectativas
da sociedade.

7. 0 atual nivel do déficit pu-
blico & ainda mais preokupante por duas
razdes. A primeira, € que ele jd. nfo
mais decorre da expansSo dos investimen-
tos, aomo no passado, mas da queda da
receita tributidria e da expansio exage-

rada das despesas de custeio. A segunda, -

€ o virtual esgotamento das fontes de
financiamento do Estada.

8. A redugio da receita tributa-
ria resulta de um conjunto de fatores,
tais como o aumento de incentivos e sub-
sidios, a evasdo e a sonegagio e os
efeitos da inflag8o nos niveis de arre-
cadac8o dos tributos em todas as esferas
do Governo.

9. 0 setor pdblico absorve a
maior parte da poupanca financeira na-
cional. A continuidade desse processo
poderd dificultar o acesso do setor pri-
vado a0 crédito ou forgar o Governo Fe-
deral a promover macica emiss3o de moe-—
da, levando o Pais a hiperinflag3o.

ie. Dutro fator preocupante € a
elevac3o dos encargos financeiros do se-
tor piblico, fruto de crescimento da di-
vida interna, que por sen turno tem au-
mentado em consequéncia dos problemas
gerados pela divida externa.

if. 0 deficit piblico acumulado no
passado formou um enorme estoque de di-
vida onerosa ao setor piblico como um
todo. Os crescentes encargos dessa divi-
da ndo contaram e ainda nSo contam com
um aumento correspondente de recursos a
disposicio do Estado.

i2. A diminuicio dos encargos da
divida interna n30 deve ser buscada,
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COMBATING THE PUBLIC DEFICIT

b. The public deficit is now the
principal. source of Inflation, because
of its impact on the goods and services
market and on interest rates as well as

its repercussions on society’s
expectations. )

7. The current level of the
public detficit is even more a cause of

concern for two reasons. The first is
that it is no longer the consequence of
the growth of investment, as happened in
the past, but rather of a decline in tax
revenues and an excessive grouwth of

current expenditures. The second is the
virtual exhaustion of the State's
sources of financing.

8. The reduction in tax revenues
results from a series of factors,
including the growth of incentives and

subsidies, tax evasion and fraud, and
the impact of inflation on the tax
revenue of all levels of Bovernment.

9. The public sector absorbs the
major share of national financial
savings. Continuation of this process
tould make private sector access to

credit more difficult or
Federal Government to issue large
amounts of currency, thus leading the
country into hyperinflation.

force the

0. Another cause for concern s
the increase in the public sector's
interest expenditures that has resulted
from the growth in the domestic debt,
which in turn, has expanded as a

consequence of the problems generated by
the external debt.

ii. The public deficit accumulated
in the past resulted in a large debt
stock that burdens the entire public

sector. The increased charges on this
debt have not been matched and are still
not matched by a corresponding growth in
the resources available to the state.

i2. However,
domestic

reductions in the
debt service costs should not




contudo, em wmedidas artificiais que po-
riam a perder a credibilidade dos titu-
los pidblicos e terminariam por afetar
negat ivamente os pequenos poupadores e
os préprios trabalhadores.

13. A estratégia de corre¢So dos
desequilibrios concentrar-se-3, pois, na
gradativa mas firme reducSo do deéficit
piblico, de maneira a promover 0 sanea-
mento das financas do Governo com o me—
nor  custo social possivel. Assim, todo
esfar¢o serd feito no sentido de reduzir
o deficit, que atingiu S5,5% do PIB en
1987, para 4% em 1988 e para no miximo
2% em 1989. ‘ S
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14, Para retomar o crescimento, ¢
vital o restabelecimento de um fluxo
adequado de recursos do exterior. Por
isso, é essencial a normal izagBo das re-
lagdes do Pais com a comunidade ¢inan-
ceira internacional.

i5. A conclus3o de um acordo plu-
rianual com os bancos, que seja  mutua-
mente satisfatdrio - permitindo ao Pais
regularizar o pagamento de Juras e redu-
zir os encargos da divida externa, bem
como ampliar os prazos de resgate e de

caréncia - & fundamental para a nossa
econonia. '

16, 0 Brasil, como pafs membro do
Fundo Monetario Internacional, deve usu-
fruir das alternativas que estio & sua
dispasi¢do. Dessa forma, procuraremos o
apoio daquela instituigio para o neces-
sdrio esforgo que o Pais empreenderd com
vistas ao ajustamento da Su3 economnia e
A retomada do desenvolvimento econfmico
e social. Esse ajustamento estd sendo
promovido de forma soberana e realista,

preservadas as nossas necessidades e
conveniencias.

i7. Um acordo com o Fundo Monetirio
Internacional ¢ indispensdvel & renego-
ciagdo da divida brasileira com o Clube

be sought

through artificial
that could cause a loss of confidence in

measures

public securities and, in final’
analysis, have an adverse impact on
small savers and the workers themselves.

i3, The strategy
correcting these imbalances would,
therefare, be concentrated on the
gradual but firm reduction of the public
deficit, in such a way as top further the
reordering of the Government ‘s finances,
with the least possible sotial cost.
Thug, every effort will be made to
reduce the deficit from the 1987 level
of 5.5 percent of GDP to 4 percent in
1988 and a maximum of 2 percent in 198%9.

.aimed at

NORAALIZATION OF RELATIONS WITH THE
INTERNATIONAL FINANCIAL COMMUNITY (

14, To renew the growth process, .
it is wvital that an adequate flow of

resources from abroad be re-established.
find to achieve this, it is essential .

that the nation’s relations with the
international financial community be
normal ized.

i5. Finalization of a pluriannual

and mutually sat isfactory agreement with
the banks - that makes it possible for

the country to normalize interest
pauments and reduce external debt
ctharges, while expanding maturity and
grace periods - is of fundamental
importance to our economy.

ib. As a member of the

International - Monetary Fund, Brazil
should make use of the alternatives the
institution wmakes available. Thus, we
will seek that institution's sunport for
the necessary effort that the country
will make to adjust its economy  and
renew the process of economic and social
growth. With due consideration for our
needs and conveniences, this adjustment
is being carried forward in a sovereign
and realistic manner.

i7. an ' arrangement from the
International Monetary Fiund is
indispensable to the renegotiation of
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de Paris. Isso possibilitars a reabertu-
financiamentos das importagdes
brasileiras, especialmente de bens de
capital, pelas agéncias oficiais de cre-
dito dos pafses industrializados. Essas
importacdes sSo primordiais & expansio e
modetrnizagdo do parque industrial brasi-
leiro.

i8. A normalizacHo das relagBes
com a comunidade financeira internacio-
nal possibilitard a recuperagio da con-
fianga dos investidores na economia bra-
sileira, a obteng¥o de navos recursos de
Programas de assisténcia tfinanceira
criados por governos dos paises desen-
volvides e o retorno do Pais aos merca-
dos voluntdrins de capitais.

MODERNIZACAOD DA ECONOMIA

i9. A redefinigio do papel do Es-
tado € talvez o maior desafio que o Go-
verno e a sociedade devem enfrentar nes-—
te final de século. Preparar o caminho
para uma economia mais competitiva e

eficiente € uma tarefa a ser realizada
COM COFagem.
26. 0 Estado desempenhou, ao longo

das dltimas décadas, com indiscutivel
sucesso, papel de destaque nas transfor-
macdes pelas quais passou o Pais. A 50—
lida base industrial que possuimos, =a
sofisticacl3o do nosso mercado financeiro
e de capitais, a mudanga na estrutura do
comércio exterior e a modernidade de im-
portantes segmentos da agricultura s8o,
sem divida, o resultado do direcionamen—
to feito pelo Poder Piblico, especial-
mente atraves da administracio de subsi-
dios e incentivos fiscais e financeiros.

21. Hoje, contudo, o modelo de
crescimento baseado na intervencio do
Estado na economia apresenta claros si-
nais de esgotamento, além de ter criado
distorcdes que cumpre eliminar. 0 cres-
cimento exagerado da miquina burocritica
€ 0 excesso de controles passaram a
constituir a antitese do objetivo ini-
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the Brazilian debt with the Paris Club,
This will make it possible for export
credit agencies of industrialized
countries to reopen financing operations
for Brazilian inports, particularly
capital goods, which are essential to
the growth  and modernizat ion of
Brazilian industry. :

i8. Normalization of relations
with the internat ional financial
community would also make it possible to
regain the confidence of investors in
the Brazilian economy, to obtain new

resources from TFinancial assistance
programs created by governments of
developed nations and to recover access

to the voluntary capital markets.

MODERNIZATION OF THE ECONOMY

19. Perhaps the greatest challenge
for the Government and society in these
final years of the century is the
redefinition of the role of the state.
Preparation of the path towards a more
competitive and efficient economy is a

task that must be performed with
courage.

29. During
decades,

the course of recent
the state has, with undoubted

success, played a role of great
importance in the transformations.
through which this country has passed.
Our solid industrial base, the
sophistication of our fTinancial and
capital markets, the change in the
foreign trade structure and the

modernization of important segments of
the agricultural sector are, without
doubt, a result of the guidance provided
by public authorities, particularly
through the management of suhsidies and
fiscal and financial incent ives,

21. Today, however, the growth
model based on state intervention in the
economy shows clear signs of exhaustion,

while it has also treated distortions
that must be eliminated. Exaggerated
growth of bureaucracy coupled with
excessive controls have bécone the

antithesis of the initial objective ot
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cial do processo, que era a viabilizag3o
do desenvolvimento acelerado da econo-
mia,

22. E preciso introduzir reformas
profundas, para: revitalizar o setor in-
dustrial, especialmente na area tecnold-
gica, e expb-lo, com as necessarias cau-
telas, a um maior nivel de competigio
tom a economia internacional; diminuir
05 controles sobre o comérecig exterior e
implantar um sistema tarifario coerente
com os objetivos de modernizacSo; rever
8 Tuncionamento do sistema financeiro
nacional, para reduzir os custos de in-
ternediagio e melhor colocd-lo a servigo
do desenvolvimento econdmico e sociali
abolir, enfim, um dirigismo ultrapassado
€ incompativel com os anseios de liber-
dade ¢ desenvolvimento.

23. Procurar-se-da aumentar o papel

do mercado de capitais, como financiador

do desenvolvimento econdmico e propulsor
da democratizagfo da propriedade. As em-
presas abertas, em nimero superior a
mil, Jjd representam um universo de mais
de quatro milhSes de acionistas e seis
milhSes de catistas de fundos de inves-
timento em zgfes.

24, Decorridos cerca de 25 anos da
legislagio que permitiy a abertura do
capital das empresas brasileiras, chegou
o momento de utilizar e multiplicar =
incontestdvel contribuicio do mercado de
tapitais 3 modernizacSs da gconomnia & &
privatizacgo.

ENFASE NA AREA SOCIAL

25. A crise aumenta as caréncias
da maioria da populagio e agrava as de-
stgualdades pessoais e regionais de ren-
da.

26. 0 Brasil possui, pPoOrém, um
enorme potencial a ser explorado em fa-

llv}'\

the process, which was that of making
accelerated economnic development
feasible.

22, Far reaching reforms nust bhe
introduced with the " following
objectives: revitalizing the industrial
sector, particularly in regard to
techcnology and exposing it with the
necessaiy precautions to increased

compet it ion with the internat ional
economy; reducing foreign trade controls
and implementing a tariff system that is
consistent with the objective of
nodernization, reviewing the funct ioning
of the national financial system for the
purpose of reducing the costs of
financial intermediatinn and enkancing
the system's contribution to economic
and social development ; and, +Finally
abolishing the now outdated system of
centralized decision-making that is
incompatible with the aspirations for
freedom and development .

23. Efforts Will be made to
increase the role of capital markets as
the financing agent of economic

development and the driving force behingd
the process of dewocratization of

property. Corporations whose shares are
publicly traded, which now total more
than a thousand, already represent a

Hniverse of more than four
stockholders and six million
holders in stock investment funds.

mnillion
quota

24. Now that 25 years have elapsed
since legislation permitted Brazilian
companies to issue stock to the public,
the moment has come to utilize and
multiply the undeniable contribution of
the capital market to the modernization
and privatization of the economy .

EMPHASIS ON THE SOCIAL QREA

25. The crisis increases the needs
of the wmajority of the population and
aggravates persopnal and regional income

disparities.

26. However,
enormous

Brazil hasg an
potential that must be

31



vor do bem-estar de seus cidadSos. As-
sim, todo o esforgo na darea econfmico-
financeira estsd voltado, fundamentalmen-—

te, para melhoria das condi¢des de vida
da populaglo.

27. as politicas socaals nSo podem
dissociar-se das econbmicas porque os
reais beneficios do desenvolvimento sio
obtidos com a expansiio do nivel de en-
pPrego € com a elevacao do poder de com-~
pra dos salarios.
. .

28. Enquanto nfo for alcangado es-
tdgio de desenvolvimento que permita uma
efetiva melhoria do nivel de renda, ha
que se implementar programas que garan-
tam assisténcia aos segmentos mais ca-
rentes da populagfo. Nesse sentido o Go-
verno vem conferindo maior 8nfase as
iniciativas relacionadas com a salde,

alimentag80 e nutricio, transporte urba-
no, habitac8o e saneamento, educaglo e
reforma agréria, complementadas com
agdes nas areas de seguridade @ assis-—
téncia social, combate a violdncia, de~

senvolvimento regional e apoio comunitsg-
rio.

2%. Por outro lade, o Governo estd
consciente de que esta aten¢So especial
aos investimentos na drea social nSo de-
ve justificar eventual abandono do setor

de infra-estrutura, fundamental na retg-
mada do crescimento.

MEDIDAS J4 ADOTADAS
3e. As decisdes essenciais para
alcangar esses objetivos definidos pelo
Governo vém sendo tomadas dentro de uma
Tinha de ag80 coerente.

31. Para reduzir o déficit piblico
Jd foram adotadas as segiuintes medidas:

B. unificagio do orgamento
fiscal, colocando sob o controle do Con-
gressa Nacional, vale dizer, da socieda-
de, todos os dispéndios da UniSo;

32

exploited for
being of its citizens. Consequent 1y, the

the benetit of the ‘wel)

efforts undertaken in the economic-
financial area must have the tundamental

goal of improving the living conditions
of the population.

27 . Social policies cannot be
dissociated from economic policies,
since the real benefits of development
are obtained by increasing the
availability of jobs and improving the
buying power of wages.

28. Until the stage is reached
where it is possible to. achieve
effective improvement in income levels,
programs will have to be implemented
that ensure assistance to the more needy
segments of the population. Thus, the
Bovernment has been giving greater
enphasis to initiatives in the areas of
health, nourishment, nutrition, urban
transportation, housing and sanitation,
education and agrarian reform, together
with activities in the areas of public
saftety and social assistance, combatting
violence, and regional development and
community support.

29. At the sape time, the
Government is aware that the special
attention given to investments in the
social  area in no way justifies
abandonment to the infrastructural
sector, which is of tundamental

importance to renewed growth.
MEASURES ALREADY ADOPTEb

39. The decisions that are

essential to achieving the objectives

defined by the Government are being

taken within the framework of a coherent
line of action.

3i. The following
already been taken with
reducing the public deficit:

measures have
the aim of

a. unification of the
budget, placing all
expenditures under the control of the
Nat fonal Congress and, consequently,
under that of society;

fiscal
governmental

£
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b. alterag3o da legislag8o do
imposto de renda, instituindo a cobranga
do imposto, no prdprio ano, sobre rendi-
mentos percebidos de mais de uma fonte
pagadora, de modo a proporcionar maior
Justiga fiscal;

. reduglo de 50X para 40X do
imposto de renda aplicavel em beneticios
fiscais, com extingHo dos incentivos ao
turismo e redugSo dos destinados zo re-
florestamento;

d. redu¢io de 1i5% para 10X do
limite que as pessoas juridicas rodem
deduzir do imposto com formagSo0 profis-
sional, alimentacg8o do trabalhador, va-
le~transporte e formagio de recursos hu-
®manos na area de informatica;

g. tributac8o dos lucros obti-
dos na exporta;io de manufaturados;

f. aumento da taxa¢8o do im-
posto de renda sobre os bancos e demais
institui¢fes financeiras;

9. elevac3o tempordria da ali-
quota do FINSOCIAL, de 0,5% para &, 6%,
com vistas ao financiamento do programa
de reforma agriria;

h. implanta¢3oc do Programa Es-
pecial de Fiscalizag5o, bem como promo-
¢do de aclo integrada dos fiscos esta-
duais e federal, visando & redugSo da
sonegacdo fiscal e da evasio de recei-
tas;

t. dinamizag30 da cobranga ad-

ministrativa e judicial da receita Fig-
cal;

J« extingdo do subsidio ao
consumo de trigo;

1. criagdo do Conselho Federal
de DesestatizagSo, com o objetivo de co-
ordenador a redugdo da participagBo do
Estado na economia. Somente no émbito do

!
N
b. alteration of income tax
legislation, 1levying the tax on those
With wmore than one source of income in
the same year in which the earnings are

received, thus achieving enhanced fiscal
Justice;

t. reduction of the income tax
that can be invested in fiscal benefits
from 50 percent to 40 percent together
with the extinction of fiscal incentives.
to tourism and reduction of those
channelled into reforestation; ‘

d. reduction from 15 percent
to 9 percent of the amount that
enterprises can deduct from their income
tax as a result of expenditures on
professional training, the supplyving of
food to workers, worker transportation.
costs, and training of manpower ir
informatics;

€. taxation of profits

obtained in exports of manufactured
goods;

. increase in the income tax‘
levied on banks and other financial
institutions;

9. temporary increase in the
rate of the FINSOCIAL contribution from
8.5 vpercent to @.4 vpercent for the
purpose of financing the agrarian reform
pragran;

h. implementation of a Special
Inspection Program, coupled with
coordinated action on the part o’
federal and state tax inspectors, for
the purpose of reducing the level of tax
evasion and {fraud;

i. greater dynamism in the
administrative and judicial collection
of fiscal revenues;

J» extinction of thes sihsidy
to wheat consumptgoni

1. freation of the Federal
Privatization Council, with the objetive
of coordinating the reduction of state
participation in the economy. Within the



N~

Y

sistema BNDES, ja foram realizadas doze
privatizagdes, estando em curso, nove
processos com transferéncias an setor
privado previstas para o corrente ano;

m. encaminhamento ao Congresso
Nacional de projeto de lei estabelecendo
praocedimentos para a alienag3o0 an setor
privado do capital de empresas estatais,
exceto no caso da PETROBRAS.

n. proibig8c para contratar
servidgres na Administrag3o Piblica Fe-
deral direta e indireta;

0. ctriagio de mecanismos de
ggt imulo a demissB8o voluntidria e 3 apo-
sentadoria proporcional por tempo de
servigo, com extingSo automitica dos
cargos vagos;

P. suspensio, por dois meses,
da antecipaglo salarial dos servidores
da Uni3o e das empresas estatais, para
ajustar as despesas de pessoal a situa-
¢30 das finangas piblicas; e,

q. fixagdo de limites &4 con-
cessio de empréstimos pelas instituigdes
financeiras aos estados, minicipios e
empresas estatais;

32. Na drea de comércio exterior,
destacam-s# as segquintes providéncias
adotadas para expandir o comércio e re—
duzir as restri¢des cambiais:

a. criac8o do regime de depd-
sito alfandegado certificado, permitindo
an exportador obter as vantagens da ex-—
partagio, como se sua mercadoria ja es-
tivesse embarcada, e dado maior flexibi-
lidade a0 importador de produtos brasi-
leirosi

b. aumento do universo de pro-
dutos passiveis de serem exportados me-
diante declara¢io de exportagio, o gque
confere maior agilidade as vendas exter-—

!

BNDES system alone, 12 companies' have
already been transferred to the private
sector, while an additional nine
transfers are underway and should be
completed during the current year;

m. introduction of a bill to
the Nat ional Congress setting down
procedures for the transfer of the
capital of state companies to the
private sector, with the exception of

PETROBRAS;

N. prohibition of the
contracting of employees by the direct
and indirect federal public

administration;

0. creation of mechanisms
aimed at encouraging voluntary
resignations and retirement proportional

to time of service, together with
automatic extinction of vacant
positions;

P. two-month suspension of
wage adjustments in the central
administration and the federal state
enterprises, for the purpose of
adjusting personnel expenditures to the

situation of public financesi and,

gq. imposition of limits on the

granting ot loans to states,
municipalities and state companies by
financial institutions.

32. insofar as foreign trade is
concerned, the following measures were
adopted for the purpose of expanding
trade and reducing exchange

restrictions:

a. creation of the system of
certified customs deposits, so as to
provide exporters with the advantage of
foreign sales as if their merchandise
had " already been shipped, and to grant
greater flexibility to importers of
Brazilian goonds;

b. increase in the number of
products that can be exported on the
basis of export declarations, thus
bringing greater flexibility to foreign

-
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nas;

€. liberalizagHo do comércio
exterior de produtos agricolas (soja e
seus derivados, algod3o, milho e arrozl,
no caminho da gradual retirada da inge-
réncia do Estado no setor;

d. elevagio do limite para
dispensa da apresentacio de programas de
importagio e redugSo do nimero de produ-—
tos cuja importagio se encontrava sus-
pensa;

e. redug8o ou eliminac3o de
prazos minimos de financiamento para im-
portagies, beneficiando especialmente as
rPequenas e médias empresas;

f. eliminag8o de controles

prévios na importacio de produtos side-
rdrgicos e de metalurgia de nfo-ferro-
s08.

33. No &mbito da divida externa,

destacam-se:

a. regulamentacio da conversSo
de créditos externos em investimentos de
risco no Pais, contida em montantes que
ndo prejudicam a execu¢8o da politica
monetariaj

b. retomada das negoc {a¢des
com os bancos comerciais, j4 tendo sido
acertados os seguintes principais pon-
tos:

i) reescalonamento, por um
pPrazo de 2@ anos, com 8 de caréncia, da
divida vencivel no periodg de 1987 a
1993;

ii) reduglo dos encargos da
divida externa, principalmente devido i
diminuigSo 34 metade das taxas de risco
("spread”) e & alterag8o da periodicida-
de de pagamento de duros, de trimestral
Para semestral, acarretandg uma economia
superior a USS 4,0 bjlh3es;

iii) apaorte adicional, pelos
bancos, de USS 5,2 bilhSes de recursos a
tongo Prazo e vrestabelecimento de

sales operations;

€. Tliberalization of foreign
trade in agricultural products (soybeans
and  derivatives, cotton, corn, and
rice), as a first stage in the gradual
withdrawal of the state from this sector
of activity;

d« increase in the limits ot
inports exempt from the requirement of
prior presentation of import programs;
and & reduction in the number of
products suject g ismport suspension;

e. reduction or elimination of

the wminimum financing period required

for imports, particularly benefitting
emall and medium businesses;

(

f. elimination of prior

controls on imports of steel products

and nonferrous metallurgical goods,

33. The following measures can be‘
cited in the area of the external debt:

a. regulation of external debt
conversions into risk investment in the
country,within limits that will not

hinder the implementation of monetaty
policy;

b. reinitiation of
negotiations with the commercial banks,
with agreement already obtained as to
the following points:

i) rescheduling of the debt
due to mature in the period from 1987 to
1993 over a period of 20 years with a
eight-year grace periond;

ii) reduction of the
external interest pagments as a result,
for the most part, of cutting in half
the spread and modifying the paypent due
dates +rom quarterly to hal+f yearly

payments, thus producing savings of nore
than USS 4.9 billion;
1

iii) addit ional inflow
of uss 9.2 billjon in long-ternm
resources from the banks, and re-



US% 406 milhdes de linhas de crédito co-
mercial de curto prazo.

MEDIDAS A ADOTAR

34. Em seguimento 3s providéncias
Jja adotadas, o Governo tomard as seguin-—
tes medidas:

a. reformulagdo da politica
orgamentaria do Governo, para neutrali-
zar o5 efeitos da inflagio sobre a es-
trutura do Orgamento Geral da Unifo;

b. realizagio de cortes equi-

valentes a 9,9%Z do PIB nas despesas de
custeio e capital do Orcamento da Unido
para 1988;

t. revis3o dos incentivos fis-
cais e subsidios, ainda remanescentes,
com vistas 3 eliminacio dos que jd cum—
priram sua finalidade;

d. inclus8o no Org¢amento Geral

da Uni8o, ja a partir de 1989, da previ-

sfo de renincia fiscal, permitindo maior
transparéncia e controle dos subsidios e
incent ivos;

e. melhor alocagio de recursos
do Governo na oferta de bens € servigos
para a area social;

f. maior eficiéncia dos pro-
gramas d& natureza assistencial, tais
cono. seguro desemprego, programa de su-

i plementag8o alimentar, programa nacional

de alimentagio escolar, programa de
prioridades s=ociais e programa do leite
para a crianga carente;

g. infcio imediato de estudos
para extinguir o monopdlio da comercia-
lizag3o do trigo, com a sua consequente
privatizagio;

DertajTortn 3 TR g 5.
Wnrais E l‘ 8
9.985.085-2 § j i

AN Do cmmse:

establishment of short-terwm trade credit
lines totalling USY 400 million.

MEASURES TO BE ADOPTED

34. In the wake of the measures
already adopted, the Government will
take the following steps: .

a. reformulation of budgetary
procedures with the purpose of
neutralizing the effects of inflation on
the structure of the Federal Bovernment
Budget;

b. introduction of cutbacks
equivalent to 0.9 percent of GDP in the
current and capital expenditures of the
1988 federal budget;

Ca re-examination of the

tiscal incent ives and
subsidies, with a view to eliminating
those that have already achieved their
original objectives;

remanining

d. explicit inclusion, already
in the 1989 Federal Government Budget,
of a projection of the fiscal cost of
subsidies and incentives, thus making
possible greater transparency and
control of these items:

€. improved allocation of
government resources to the social areai

T greater efficiéncs in
assistance programs such as unemployment
compensation, the food supplement
pProgram, the national school lunch
program, the social priority program,

and the program of milk for needy
children;

g. immediate start of studies
aimed at abolishing the wheat marketing
monopoly and the consequent transfer of
this activity to the private sector;

B, ]
é) h. destinag8o preferencial do h. preferential channelling of .
o crédito rural aos agricultores de peque- rural credit to small and medium farmers e
) no e médio porte e 3s regines menos de- and the less developed regions of the !
) senvolvidas; country;
€
)
5
: e iy
| <)
|
|
K




e ]

i« eliminagio dos controles
Prévios sohre a exportagio de aproxima—
damente trés mil produtos;

J« privatizagio das exporta-
¢oes de agidcar;

1. reforma do sistema de tari-
fas aduaneiras, compreendendo a unifica-

¢80 de tributos que incidem sobre as im--

portacdes, a eliminacSo do IOF g a redu-
¢3o0 significativa dasg isengdes Tiscais e
dos regimes especiaisgs

m. eliminag3o gradual.de ou-
tras restrigoes Cambiais, que dificulten
o intercimbio com o exterior;

n. langamento das novas bases
de uma politica industrial, para revita-
lizar o setor, especialmente na drea
tecnoldgica. Serg realizada completa re-
visdo dos mecanismos de incentivo a0s
invest imentos, buscando a sua simplifi-
cacdo, maior automaticidade e eficacia,
portanto com ampla redugdo da inter fe-
réncia da burocracia;

0. exting3o ou privatizacSo de

empresas estatajs, autarguias e outros
drgfos piblicos, liberando o Estado de
tarefas que o setgr privado pode condy-
Zir com maior eficiéncia & abrindo espa-
€0 para atuagdo mais eficaz do Governo
na area social. No Processo de privati-
zagin dar-ge-g preferéncia aquelas em-

presas que tiveram origem no setar pri-
vado;

P. introdugSo de aperfeigoa-
mento no sistema financeiro nacional,

com vistas a aumentar a sua eficieéncia,
Proporcionando-lhe maior estabilidade,
reduzindn a segmentacio dos mercados de
crédito e fortalecendo a competitividade
entre as instituicges;

9. limitag3o0 da administrag3o
de pregos pelo Governg aos monopolios e
oligopdlios, af
tarifas piblicas;

incluidos os pregos e

il

i elimination of
controls on exports of
three thousand products;

Jeo transter ot sugar exports
to the private sector;
1. reform of the custons

tarift system, including unification ot
duties onp
financial operations

reduction in fiscal
special import regimes;

tax and = sharp
exempt ions and

" gradual elimination of
other exchange restrictions that hinder
foreign trade;

n. reformulat ion of the
foundations of indistrial policy with
the aim of revitalizing the
particularly
This is to include a conplete review ot
the system of investment incentives s0
as to reduce bureaucratic interference
by simplifying the system and making it
more automatic and efficient;

0. extinction of state
companies, semi-autonomous agencies and
other public entities or their transter

to the private sector, thus releasing
the state from tasks that can be carried
out more efficiently by the private
sector and permitting the Government to
assume a more effective posture in the
social area. In the process of
transferring these entities to the
Private sector, preference will be given
toe  those companies that originally
belonged to the Private gsector;

P. introduction of
improvements in the nat ional
system, s0 as to enhance its efficiency
and providing it with greater stability,
reducing the segmentat ion of the credit
markets, and strengthening conpet ition
among institutions; %

financial

9. limitation
price controls to
oligopolies, ihcluding
Prices and tariffs;

of agovernment
monopol ies and
public sector

prior .
approximately

imports, elimination of the

sector,
in the area of technology.

Pl



r. recuperagio dos instrumen-—
tos de politica monetiria, de modo a do-
tar o Banco Central de mecanismos mais
adequados de regulagem do nivel de 1i-
quidez do sistema econémico, eliminando
gradat ivamente os depdsitos voluntarios
hoje existentes; ’

S. negociagio com o Banco Mun-
dial de empréstimos setoriais - além dos
tradicionais financiamentos a projetos -
que resultaric em apoio substancial a
medidas de ajustes estruturais. Encon-
tram-se em fase adiantada de nEQOC|acao
emprést imos setoriais destinados a recu-
peracao do setor energético, 4 moderni-
zagdo dos setores agricala e agroindus-
trial, ao reordenamenta do sistema fi-

nanceiro e & reforma do sistema tarifd-
rio.

3s. Serdo Mantidas:

a. a politica de minidesvalo-
rizagdes diarias do cruzado, acompanhan-
do a inflag8o0 interna; e

b. a atual politica salarial,
que compreende: antecipagfo mensal me-
diante reajuste pela média da inflagHo
no trimestre anterior (URP), llvre—nego-
ciagS0 na data-base e recuperagio gra-
dual do valor real do Piso Nacional de
Saldrios.

Com essas medidas & diretrizes
o Governo propde-se a enfrentar os desa-
fios. Por isso, posicdes firmes e deter-

' minagd8o n8o lhe faltarSo na certeza de

que conta com 0 apoio das mais expressi-
vas liderangas do Pars.

PR s

r. recovery
effectiveness of  monetary policy
instruments, in such a way as to equip
the Central Bank with more adequate
mechanisms for regulating the liquidity
level of the economic system, including
the gradual elimination of the current
system of voluntary deposits;

5. negotiation with the World
Bank of sectorial loans - aside from the
traditional project financing - that
would provide significant support to the
structural adjustment measures.
Negotiations of sectorial loans to be
channelled into the recovery of the
energy sector, modernization of the
agricultural and agro-industrial
sectors, reordering of the financial
system and reform of the tariff system
have already reached an advanced stage.

35. The +following will be
maintained:
a. the policy of daily

devaluations of the cruzado in line with
internal inflation; and

b. the current wage policy,
which includes: monthly adjustments
talculated on the basis of average
inflation in the previous quarter (URP),
free collective bargaining at the time
of yearly contract negotiations and
gradual restoration of the real value of
the national minimum wage.

With these measures and
directives the Government intends to
face up the challenges, by using
firmness of purpose and quite sure of a

strong  support from the country's
leaderships.




