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The collapse of the Brazilian Real in February 1999 fits a familiar pattern of crisis in countries
that target the exchange rate to stabilize inflation. In each instance, overvaluation led to
unsustainable current account deficits and eventual currency collapse. The pattemn is hardly
new: in the 1970s, the Southern Cone countries attempted similar stabilization schemes, with
similar results. Why, then, did the Brazilians pursue this strategy, particularly after Mexico
exposed its limitations again in 1994? Was the case of Brazil different enough to warrant
optimism about the outcome?

This is a story whose basic plot was foretold long before the Real collapsed. A few investors
misgauged the timing or extent of the devaluation, but not its inevitability. Most anticipated
the outcome and profited handsomely. Policymakers themselves were neither naive nor
cynical: a graceful exit strategy was simply elusive. And, ironically, many would choose an
exchange rate based stabilization plan again if confronted with the same initial conditions.

This chapter looks for lessons in the Brazilian experience. In the first section, we discuss why
an exchange rate anchor was adopted in 1994. The historical and political conditions that led
to inflation at more than 50 percent per month at the beginning of the decade precluded
further experimentation with alternative stabilization options. Because the exchange rate can
be used to synchronize expectations and stop mechanisms that perpetuate inflation, the
exchange rate anchor rightly played a central role in the first stage of inflation stabilization.
But because fiscal adjustment was politically difficult, the Real Plan used the exchange rate as
an anchor for too long.

Section two describes how this strategy led to its own demise. Although overvaluation and
current account deficits have been common threads throughout currency crises in the 1990s,
the emergence of these problems in Brazil is strikingly different from those in Mexico and
Thailand. In Mexico, trade imbalances were seminal elements of disequilibria; in Thailand,
banking crises entered early. Both problems eventually emerged in Brazil. But Brazil's root
disequilibria lay in fiscal deficits and contingent liabilities. These imbalances posed policy
dilemmas in the management of interest rates, exchange rates and capital controls. Massive
capital inflows financed current account deficits, while fiscal deficits were financed by
increases in public debt initially denominated mainly in local currency. The high interest rates
that attracted capital also fueled debt: the ratio of net public debt to GDP nearly doubled
between December 1995 and January 1999 despite economic growth of about 3 percent per
year. Capital flows in turn supported the overvalued currency and large current account

deficits.

Growing trade imbalances caused by overvaluation and rising debt service fueled speculative
attacks against the real. In the year leading up to January 1999, financial investors positioned
themselves to take advantage of an expected devaluation: this betting game cost the Central
Bank more than six billion dollars in January 1999.! Policymakers were finally forced to take

2 According to a central bank director, Luis Alvarez, the central bank had sold more than US $10 billion in the
futures market and thus suffered a capital loss of RS 7.6 billion in mid-January following the collapse of the
exchange rate, (Folha de Sdo Paulo, May 11, 1999).



action. In section three, we discuss the dynamics of Central Bank reserve losses, the decision
to devalue, and efforts to prevent the exchange rate from overshooting,

Having stumbled away from its currency anchor, Brazil faces the challenge of defining a
credible economic strategy for the future. By delicately negotiating the relationship between
interest rates, inflation and exchange rates, policymakers have temporarily contained
speculative attacks on the real. A return to sustained growth is less certain. This is
complicated by lack of progress in resolving the distributional issues behind Brazil’s fiscal
deficits. The illusion that macroeconomic growth under the Real Plan can satisfy all
competing demands is gone. At the same time, the international investment community is
increasingly agile in the face of currency risk and potential default. Brazil’s next steps must

look less like a quick fix and more like steady progress toward resolution of its fundamental -
problems.

1. WHY THE REAL PL4AN? RECENT AND NOT-SO-RECENT ECONOMIC DEVELOPMENTS

Sustained long-run growth — enough to warrant the use of the term “Brazilian miracle” —is a
receding memory. Brazil’s rapid growth after World War 1I ended in a crisis and triple digit
inflation in 1964, but a period of sustained stabilization then followed. Despite the OPEC oil
shock, the economy kept growing at fast rates: between 1968 and 1980, the gross domestic
product (GDP) per capita rose by over 6 percent per year. In the same period, exports became
more diversified and grew by an average of 22 percent per year. High public savings and
expanding public enterprises also characterize the early half of this period. However, reliance
on commercial loans to finance both public investment and expensive oil imports led to the
debt crisis of early 1980s. Since then, growth has faltered. Between 1980 and 1998, the
annual real GDP growth rate was 2 percent, a very mediocre performance for an economy
that, since 1949, had grown on average 7.3 percent annually for 32 years.

The end of rapid growth compounded distributional challenges posed by greater democracy.
As military regimes ceded power to voters and the literacy requirement for voting was lifted in
the 1980s, Brazil’s extreme income inequality subtly contributed to fiscal paralysis. With a
Gini coefficient of .59, Brazil has been among the most unequal countries in the world.
Neither revolution nor guerrilla insurgency has threatened stability. Instead, the constitution of
1988 imbedded privileges for a host of special interests and undermined the capacity of
democratic regimes to mediate economic demands. Inflation served to resolve economic
imbalances that politicians could not or would not close.

Between 1981 and 1994, the annual rate of inflation exceeded 100 percent in all years except
in 1986. The containment of chronic inflation became the focus of economic policy. Yet
despite a spectacular series of failed stabilization plans -- involving six monetary reforms in the
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ten years' -- megainflation did not destroy the Brazilian economy. Indexation, the adaptive
policy response, became pervasive throughout the economy. Taxation revenue did not fall
significantly and remained high relative to other Latin American countries. Brazil’s financial
sectors and industrial businesses kept functioning well. Except during short periods,
policymakers kept the exchange rate competitive and the country was able to generate
substantial trade surpluses until mid—1994. * This capacity to accommodate inflation may
partially explain Brazil’s failure to engage in serious structural change.

A ratchet pattern characterized the behavior of inflation in the late 1980s, as a series of
heterodox policy interventions resulted in lower inflation rates for a few months, after which
inflation would climb up again. The Cruzado Plan, started in February 1986, lasted sixteen
months, This plan froze prices, prohibited indexation in financial markets, and after a wage
increase, froze both wages and the nominal exchange rate. Lacking fiscal and monetary
discipline, and unable to arrest growing trade deficits, the government was forced to dismantle
price controls and change to an exchange rate regime using daily devaluations. Inflation
returned and a new stabilization attempt was imposed, the Bresser Plan of June 1987, which
also relied on price freezes and a new wage indexation scheme. In 1988, a stand-by agreement
with the IMF was approved but failed because of inadequate fiscal performance in Brazil. In
January 1989, the Summer Plan introduced yet another price and wage freeze, which was
relaxed in April with a return to formal indexation. By early 1990, inflation was close to 3,000
percent per year.

In the face of inflation that could not be easily accommodated through indexation, the Collor
Plan of March 1990 drastically cut liquidity. An arbitrary freeze was imposed for 17 months
on nearly two-thirds of the money supply (M4), broadly defined to include demand deposits,
mutual funds, federal bonds, state and municipal bonds, saving deposits, and private bonds.
Although Brazilians eventually managed to circumvent some of these controls, the financial
freeze took over personal assets and was wildly unpopular. Fiscal policy was tightened, price
controls were set in place, and indexation rules modified. Public debt was also cut because the
official inflation correction of indexed debt (the monetary correction) was set below the actual
inflation rate in March and April. The plan contained important components of structural
reform, including trade liberalization and privatization of public enterprises, that were later
sustained throughout the decade. By 1992, however, President Fernando Collor was ousted
from power in a corruption scandal, and inflation touched 1,000 percent per year.

By the time Collor left power, resilience in the economy had been sapped. * A stand-by

3 During this century, Brazil had eight monetary reforms that removed zeros from the previous currency and
changed the name of the currency , as follows: Mil-Réis (1900-42), Cruzeiro (1942-66), Cruzeiro Novo (1967-
69), Cruzeiro (1970-86), Cruzado (1986-89), Cruzado Nove (1989-90), Cruzeiro (1990-93), Cruzeiro Real
(1993-94), and Real (1994-2000).

4 The exceptions occurred in 1986, when the exchange rate was fixed, and in 1989 and early 1990, when inflation
accelerated and the minidevaluations lagged behind as an overt policy effort to slow down inflation.

$ Gross Domestic Product declined by 4 percent in 1990 and again by 0.5 percent in 1992.



agreement with the IMF in January 1992 temporarily shifted the regime from heterodoxy to
orthodoxy, with an emphasis on high real interest rates. This was short lived, however, as
nominal interest rates fell in 1993, gross domestic product (GDP) increased and inflation
accelerated again. The IMF stand-by agreement expired in August 1993 and was not

renewed. Inflation exceeded 2000 percent, and the Real Plan was launched in December
1993«

Under the Real Plan, stabilization went through three stages: a brief fiscal adjustment,
monetary reform, and the use of the exchange rate as a nominal anchor. In January 1994,
Brazil’s Congress approved a fiscal adjustment plan that included cuts in current spending and
creation of the Emergency Social Fund. The fund—financed by redirecting federal revenues,
limiting the ability of states and municipalities to access credit, and recovering mandatory
social security contributions—allowed the government to break some of its mandated links
between revenues and expenditures. Twenty percent of revenues, which had been earmarked
for other purposes, were freed. This increased flexibility led to an operational surplus in 1994.

The second component of the Real Plan, a temporary monetary reform measure, linked
contracts, prices, wages, and the exchange rate to a single daily escalator and unit of account,
the unidade real de valor (URV). The adjustment, which started on March 1, 1994, lasted
four months. The central bank determined a daily parity between the cruzeiro real and the
URYV based on the current rate of inflation, as reflected in the three most closely-watched
price indices.

Finally, since the cruzeiro real and the URV depreciated relative to the U.S. dollar at roughly
the same rate, most prices and contracts were implicitly in U.S. dollars. On July 1, 1994, a
new currency, the real, was introduced by converting contracts denominated in URVs into

reais at a rate of one to one. The cruzeiro real ceased to exist, and was converted at
CR3$2,750 per R$1.

II. Policy Quagmires under the Real Plan

The Real Plan brought inflation under control with remarkable speed: it fell from four digits in
1994 to two digits in 1995 and to less than two percent in 1998. Indeed, Cardoso’s success in
securing the right to run for re-election in 1998 drew on popularity derived from sustained
price stability. Economic growth was also strong: GDP growth averaged 4 percent per year
between 1994 and 1997, compared to flat or declining output in the prior five years. The
economic boom that began in 1994 did not originate from a decline in real interest rates, as
happened in the first phases of other exchange rate—based disinflation programs. In fact, real
interest rates remained high throughout the period. Between June 1995 and December 1998,
the passive real interest rate averaged 22 percent per year. Instead, the Brazilian boom
appears to have originated with an increase in real wages. Between 1993 and 1995 several

6 At the same time, the fall of international interest rates eased the external debt burden and led to an agreement
with creditor banks, which was concluded in April 1994 with an exchange of instruments that covered over $50
billion in debt stocks and arrears.



wage adjustments (including increases in minimum wages and in government’s wages and
salaries) took place. These gains in income were reflected in booming imports and durable
goods consumption.’ High real interest rates drew in capital to finance growing imbalances.
The following section describes the complex, often contradictory policy choices that
policymakers faced as they attempted to deal with fiscal and trade deficits, and volatile capital
flows.

A. Fiscal Deficits: Primary, Operational, Quasi-, and Invisible

The new Plan started with an apparent commitment to control fiscal deficits, but any fiscal
adjustment achieved in 1994 was lost in subsequent years. (See table 1).The operational
deficit, which includes real interest payments, moved from a surplus in 1994 to a deficit equal
to 5 percent of GDP in 1995; it remained around 4 percent of GDP in 1996 and 1997, and
deteriorated further in 1998. The primary surplus, which excludes interest payments, declined
in 1995, reflecting the significant increase in payroll outlays, and turmed into a deficit in 1996.
Factors that contributed to the primary imbalance included a 43 percent increase in pensions
following the increase in the minimum wage in May 1995 and the significant growth of "other
expenditures," particularly once the 1998 elections were approaching. * In 1998, the budget
deficit reached 8 percent of GDP.

Fiscal problems were compounded by the emergence of substantial quasi-fiscal deficits in
federal and state banks.’ For example, the federally-owned Barnco do Brasil (a traditional
source of subsidized credit to agriculture) and the National Bank of Development (BNDES)
introduced programs of subsidized credit to exporters in 1996. Partly to finance these .
programs, the treasury recapitalized Banco do Brasil by R$7.9 billion (over one percent of
GDP). Such inter-government transfers contributed to an increase of total net public debt
from 30 percent of GDP in 1995 to 35 percent in 1996."

Furthermore, with the end of inflation, bad loans from state banks to state governments

? See De Gregorio, Guidotti, and Vegh, 1994,

' "Other Expenditures" is an item of the central government budget that includes investment and other current
expenditures ("Outras despesas de custeio e capital’, known as OCC) to which the treasury allocates resources in
proportion to congressional appropriations. It creates an arena for bargaining between the national administration
and politicians.

9The fiscal balance summarized in table 1 adds revenues and expenditures of the nonfinancial public sector
(including nonfinancial state enterprises) but does not attempt to calculate the implicit subsidies in loans made by
state and federal public banks.

" In the future, pressures for further increase of total net debt in the medium term will come from the recognition of
liabilities such as R$25 billion of liabilities of the Fundo de Compensag¢do Variagdo Salarial (FCVS, a mortgage
guarantee fund that ensured lenders will be paid fully if mortgages suffered a loss in real income), R$21 billion of
liabilities from the Fundo de Garantia de Tempo de Servigo (FGTS, an income assistance fund to workers in case
of unemployment and disability), and other lisbilities from write-offs of bad assets in public banks.



became a serious problem. In the case of BANESPA (one of the banks of the state of Sao
Paulo), the federal government agreed to swap bonds of its own for the obligations of Sao
Paulo to BANESPA (about R$33 billion). Although this did not directly increase the net
federal debt (for its bonds were offset by state obligations), such measures to stabilize weak
state banks further increased the federal government’s vulnerability to capital shocks.

Although the economy was growing on average above 3 percent per year between 1994 and
1998, the ratio of net public debt to GDP increased from 28 percent in 1995 to 44 percent in
1998, and jumped to more than 50 percent after the devaluation in January 1999.

B. Adjusting to the Loss of Inflation as a Tool to Balance Budgels:

The end of inflation made fiscal problems more transparent. Economists think of extreme
inflation as an unstable process, the instability reinforced by the Tanzi effect—a decline in real
tax revenues as inflation rises. But empirical evidence suggests that a powerful effect runs in
the other direction through declining real spending levels—the Patinkin effect."

Observed aggregate budget data on nominal, operational, and primary deficits contain very
little information about the true fiscal position of the public sector when inflation exceeds 500
percent a year. The Tanzi effect predicts that real tax revenues decline as inflation rises
because collection lags inflation, and thus the budget deficit is higher at higher inflation rates.
But there is also a reverse Tanzi effect—the Patinkin effect. If the Patinkin effect dominates
at high inflation rates, real expenditures are lower than they would be if there were no
inflation, and real expenditures tend to increase when inflation disappears. Thus, the fiscal

adjustment needed once inflation disappears is usually underestimated. Several factors explain
this phenomenon:

e Real interest rates decline with increasing inflation rates and usually rise following
stabilization. This rise in real interest rates contributes to the increase in real government
expenditures once inflation disappears.

e During periods of high inflation, local governments’ payments of salaries and wages lag
inflation. When inflation exceeds 1,000 percent a year, this delay produces a substantial
decline in real expenditures. When inflation disappears, delaying payments no longer
reduces real expenditures.

e Although governments have learned to lessen gaps in tax collection and index delayed tax
payments to inflation, they still program expenditures with a forecast for inflation that is
usually lower than observed inflation. As a consequence, realized real expenditures are
much lower than programmed expenditures. When inflation disappears, actual
expenditures will be closer to their programmed levels.

" gee Cardoso, 1998,



o The inflationary revenue of state banks can finance credit subsidies that are not recorded.
This revenue disappears when inflation disappears. Furthermore, if inflation has been
concealing banks’ weaknesses, and these weaknesses are accentuated by the rise in real
interest rates that follows stabilization, the government will have to use fiscal revenues to
rescue banks, and recorded real expenditures will increase with stabilization.

o Because inflation reduces real expenditures but not real taxes when governments fully
index taxes, inflation can be used to accommodate conflicting spending demands from
different government levels. Thus inflation produces operational budget deficits consistent
with the amount of real seigniorage that the government needs to finance the deficit.

The Patinkin effect is only a partial explanation for the resurgence of large fiscal deficits after
inflation disappeared with the Real Plan. Of course, high real interest rates — a factor in the
Patinkin effect — did undermine fiscal efforts. But problems inherent in the Constitution of
1988, the failure to rein in excessive pension payments, and increased expenditures during the
1998 election year lay at the core of the fiscal fragility in the second half of the 1990s. Prior to
the Real Plan, unresolved distributional issues had been masked in policy deliberations by
passing unfeasible budgets, while inflation served as an equilibrating mechanism. With the end
of inflation, policy makers were forced to undertake structural reforms to contain fiscal
deficits.

C. The Temptation to Use Monetary Policy as a Substitute for Fiscal Reform

Stabilization under the Real Plan was supported by tight monetary policy, including an
increase in reserve requirements. The required reserves-to-deposit ratio rose from an average
of 26 percent during January-June 1994 to 64 percent during November 1994-April 1995."
This increase in required reserves and the decline of inflation led to a substantial decline in the
inflationary revenues of deposit banks.

With the rise in lending restrictions under the Real Plan, the share in total seigniorage seized
by the Central Bank increased from an average of 60 percent in the first half of 1994 to 84
percent a year later. As a consequence, the share in GDP of seigniorage seized by deposit
banks fell from 2 percent to close to zero. "

The increase in required reserves and the decline in seigniorage of the banking sector in part
explains rising interest rate spreads, the high active real interest rates, and the increase in
nonperforming loans after stabilization. The spread between active and passive rates (that is
between rates on government bonds and lending rates) increased from 4 percent per year in

12 I the second half of 1994 the required reserves-to-loans ratio increased from 0 to 15 percent, the required
reserves-to-savings deposits rose from 20 to 30 percent, and in May 1995 required reserves to time deposits
increased from 20 to 30 percent (source: Brazil’s central bank).

13 See Cardoso (1998).
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early 1994 to 86 percent in early 1995. * Required reserves were gradually reduced, but other
factors contributed to keeping the spreads high—such as taxes on financial transactions and
the increase in non-performing loans caused by higher real interest rates.

Stabilization was not achieved through a tightening of fiscal policy, which would have in turn
reduced financing of the deficit through seigniorage collected by the central bank. Instead,
seigniorage collected by the central bank rose from 1.8 percent of GDP in 1993, the peak
inflation year, to 3 percent in 1994, the year of the Real Plan, and was 2 percent in 1995—the
level of average seigniorage during the high inflation years.”

This appropnation of seigniorage from the banking sector to the Central Bank helped to
finance government spending as inflation ebbed, but it also put the banking sector at risk. A
more balanced policy would not have transferred the revenues from money creation so
drastically from deposits banks to the central bank, and thus would have avoided the increase
in interest rate spreads and nonperforming loans. The elements exposed banks’ weaknesses,
particularly those of public banks, further straining fiscal resources needed for restructuring.
Since July 1994, the central bank has intervened in 51 banks and 140 other financial
institutions. The failure of two big banks (Banco Economico and Banco Nacional) prompted
the creation of a program of assistance to private banks known as PROER.

D. Trade Policies: Balancing Liberalization and Stability

During the early 1990s, Brazil followed the lead of other Latin American countries and
opened trade by reducing tariffs, eliminating nontariff barriers, and abolishing subsidies and
incentives to exporis. In January 1995, the Mercosur* common external tariff became
effective. The common external tariffs, which now range from zero to 20 percent and are
applied on about 85 percent of Mercosur’s trade with the rest of the world, impose discipline
by making it more difficult to reverse liberalization measures. The direct implications of
Mercosur are small for Brazil: only 16 percent of Brazil’s exports trade within the bloc, and
trade itself only amounts to 7 percent of Brazil’s GDP. Nonetheless, engagement in the
Mercosur process signaled a broader embrace of neoliberal openness.

Partly as a result of liberalization, imports increased substantially. The average tariff rate fell
from more than 30 percent in 1991 to 14 percent by the end of 1994. Both nominal and
effective protection declined and became more uniform between 1991 and 1994, but part of
this progress was lost in 1995 when tariffs were increased on imports of motor vehicles. Again

4 Campelo, 1997.

15 Because a decline in total seigniorage collection was matched by a decline in seigniorage collection by the
commercial banks, leaving seigniorage collected by the central bank unchanged, there was not a wealth effect from
the decline in inflation, but only a transfer between the banking sector and the nonbanking sector. In 1996 though,
the central bank’s seigniorage did decline to 1 percent of GDP.

1€ Mercado Comun del Sur (Common Market of the South).
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in 1996, a new round -of tariff revisions reduced tariffs on a number of goods and increased
tariffs on textiles and toys.

The combtination of liberalization and exchange rate appreciation was perilous. The trade
balance, which for ten years had been in surplus, showed a deficit during the last two months
of 1994 that persisted throughout 1995 and contributed to a rising current account deficit.
When Mexico's crisis hit in December 1994, Brazil’s high foreign reserves gave the economic
authorities some latitude in choosing how to respond to the crisis. Still, Mexico's crisis hit
Brazil at a delicate moment. To counteract the spillover effects of the collapsed Mexican peso,
the Brazilian authorities enacted measures affecting both the internal and external sides of the
economy.

The Mexican shock forced Brazilian policy makers to pay attention to the country’s rising
trade deficit. The trade deficit had increased with the expansion in demand brought about by
the Real Plan and continued in the early months of 1995. Financial instability in early 1995
forced policy makers to reorder priorities. Devaluation — which would have efficiently
realigned prices — was ruled out as a risky invitation to full blown contagion of the peso
crisis. Instead, the economic authorities adopted fiscal and monetary measures in March 1995
to control aggregate demand and to improve the balance of payments. Fiscal measures
included spending cuts for federal and state enterprises, restrictions on federal payroll outlays,
and changes in legislation to increase tax revenues (for example, income taxes were levied on
dividends from financial investments). '

Measures were also taken to control credit growth, including: a mandatory 60 percent deposit
with the central bank on bank assets used for collateral guarantees and select loans; an
increase in the tax rate on financial operations involving bank loans (including negative
balances on credit card debts and promissory notes) from 6 percent to 18 percent; a
prohibition on financial intermediation involving commercial paper by banks; and an increase
in the reserve requirement for time deposits.

On the external side, the Ministry of Finance abolished the taxes imposed in October 1994 on
the purchase of Brazilian equities by foreigners and on foreign credit transactions, and the tax
on foreign investments in Brazilian fixed-income funds was reduced to 5 percent. The Central
Bank adopted a new exchange float band and devalued the currency by 5.2 percent against the
dollar. But since this devaluation was much too small to significantly affect trade, other tools
-— perceived as less likely to set off inflation — were brought in. Exporters received additional
incentives through tax reductions on domestic inputs, and tariffs on certain durable consumer
goods and vehicles were temporarily increased from 20 percent to 70 percent.

The policy measures had the desired outcome. Economic growth slowed, and by August 1995
the monthly trade balance was positive, contributing to a reduction of the accumulated trade
deficit in twelve months. The trade balance improvement was a result of the recession,
however, and would be lost during the following months, with the recovery in the second half

of 1996.



E. Exchange Rate Management: The Missing Exit Strategy

Brazil’s success in bringing down inflation was associated with real exchange rate
appreciation. Figure 1 shows one measure of Brazil’s real exchange rate, the ratio between
domestic prices and foreign prices in domestic currency.” Between 1994 and 1998, the
average real exchange rate was 31 percent above the average of the prior fourteen years: the

only comparable peaks occurred prior to the debt crisis and in the wake of failed heterodox
plans.

The rapid appreciation under the Real Plan occurred at the end of 1994. Despite minor
devaluations between 1995 and 1998, the real exchange rate at the end of 1998 was still as
high as it was at the beginning of 1996. This overvaluation is even more dramatic if we
compare industrial wages. During the second quarter of 1996, the ratio of Brazil’s industrial
wages to industrial wages in reais of its major trade partners was at least 40 percent above the
average ratio for the entire period of 1988-56."

There were no structural changes or anticipated growth to justify such a large real
appreciation. On the contrary, sustained long run growth would have been inconsistent with -
the large current account deficits that were bound to prevail at the going real exchange rate.
The behavior of the trade balance reinforces this observation. During 1995 Brazil’s trade
deficit increased during the first semester and started to decline during the second semester as
the economy contracted. But a small recovery after June-1996 was enough to produce further
deterioration of the trade deficit. The trade balance continued to deteriorate, producing a
deficit of $8.4 billion in 1997 and $6.5 billion in 1998. Evidence of overvaluation was also
apparent in the slow growth of exports. Between 1995 and 1998, the growth rate of exports
in dollar terms was 4.2 percent per year compared to an average of 11.3 percent per year
between 1991 and 1994.

The strong currency harmed the industrial sector and increased unemployment. The
government reacted by creating subsidized credit to exporters through the National
Development Bank (BNDES) and by approving legislation to exempt primary and semi-
manufactured exports from indirect taxes (manufactured goods were already exempt from
indirect taxes). Neither was sufficient to offset the effects of overvaluation.

This phenomenon of accumulated real appreciation has been evident in other Latin American
stabilization programs using the exchange rate as a nominal anchor: Chile during the period
1975-81, Mexico during 1987-93, and Argentina during 1990-95. Among the early
experimenters with neoconservatism, Chile used the exchange rate to reduce inflation. It
experienced real appreciation, sizable capital inflows, large external deficits—and in 1982, a

17 The index, published by Morgan Guaranty, is the ratio between Brazil’s industrial prices and the weighted
average of the industrial prices in Brazilian currency of Brazil’s 14 major trade partners.

" See Fundagdo Getilio Vargas, Conjuntura Economica, August 1996 and Faria (1997).



sharp devaluation and recession. Mexico and Argentina recently followed a similar
stabilization path, reducing inflation by using an exchange rate anchor, building up fiscal
surpluses, pursuing trade liberalization, and supporting privatization. Both countries enhanced
productivity by reforming goods and labor markets, but productivity growth is rarely enough
to counterbalance an overvalued exchange rate.

The problem with exchange rate overvaluation is that it is often associated with a boom in
consumption involving a large increase in imports and a decline in private savings. An
overvalued exchange rate encourages agents to bring forward imports which they fear may
become more expensive later. When this takes place at the same time as trade liberalization,
its effects are multiplied, leading to a jump in imports as controls are dismantled. If reforms
face a credibility problem, firms and households doubt that trade liberalization will be
maintained and go on a precautionary import binge. For these reasons, a boom in imports is
often characteristic of periods of economic reform. Even where exports have grown fast, as
they did in Mexico during the early 1990s, exchange rate anchors foster trade deficits.

A second, less obvious problem with overvaluation is that it encourages a decline in private
savings as residents substitute present for future consumption. Mexico's exports were growing
strongly in 1994, but national savings had declined to very low levels (13.7 percent of GDP).»
Between 1978 and 1981, overvaluation in Chile was also characterized by a low level of
savings, averaging just 10 percent of GDP.* By undermining savings, overvaluation hinders
economic activity because high interest rates are needed to maintain the capital inflows to
support the exchange rate. As growth dwindles, savings decline further, leading to a vicious
circle of low savings and low growth.

Both of these problems - growing trade deficits and declining savings - emerged in Brazil.
Imports nearly doubled between 1994 and 1997, climbing from $33 billion to $61 billion.
Combined with the slower growth of exports noted above, the trade balance turmed from a
healthy surplus of $10 billion to a deficit of $8.4 billion. At the same time, gross national
savings declined from 19.7 percent of GNP in 1994 to 16.8 percent in 1997.

These problems point to the need for an exit strategy in exchange rate based stabilization
plans. Sustained stabilization depends on fiscal equilibrium and modest current account
deficits. But fiscal austerity is difficult to achieve and requires time-consuming reforms. Thus
it is essential to develop a short-term strategy to make the transition from high inflation (with
periods marked by large fiscal and quasi-fiscal deficits, capital flight, and mechanisms that
perpetuate inflation) to low inflation (consistent with small and sustainable deficits). The
exchange rate can be used during the first stage of easing four-digit inflation because it
synchronizes expectations and stops mechanisms (such as formal indexation) that tend to
perpetuate inflation. After inflation has been brought down to double digits, however,
continued use of the exchange rate produces serious distortions.

” For an overview of the Mexican crisis see Naim (1995).

“ Milesi-Ferretti and Razin (1996).



To sustain external equilibrium and reduce trade deficits as the real exchange rate appreciates,
policy makers often use monetary policy to reduce aggregate demand. Unfortunately, high
real interest rates make fiscal adjustment even more difficult because they increase public debt
servicing. They also contribute to the deterioration of bank portfolios and increase the need
for subsidies to recapitalize banks. The difference between domestic and foreign interest rates
increases external borrowing and sustains real appreciation, providing apparent stability. But
Sargent and Wallace's (1986) unpleasant arithmetic has shown that tight monetary policy
cannot kill inflation where persistent budget deficits are present. Nor are current account
deficits tolerated indefinitely by international capital markets. The problems created by
overvaluation will not disappear without devaluation. The longer the correction is postponed,
the worse the delayed adjustment will be.

The Mexican experience, re-confirmed by Brazil in 1999, showed that the costs of real
appreciation compound slowly and explode suddenly.” The run on the Mexican peso
highlighted the risks that arise when foreign capital sustains exchange rate overvaluation and
current account deficits. In Brazil, as in Mexico, the crisis took years to develop because
interest rate policies allowed overvaluation to persist. As long as reserves and capital flows
are available, the temptation to continue to use the exchange rate to keep inflation under
control seems irresistible.

F. Capital Flows: Maintaining Credibility as the Fundamentals Deteriorate

The Real Plan'’s strategy to contain inflation by using monetary and exchange rate policies
reduced domestic savings and created unsustainable current account deficits. These policies,
in turn, led to a boom in capital flows that initially helped stabilization. Capital flows that
averaged $39 million per month between 1988 and 1991 mushroomed into a monthly net flow
of $970 million between 1992 and 1995. In 1996 and 1997, total net annual capital flows
reached US $33 billion and US $ 26 billion respectively. In the end, by supporting the
exchange rate overvaluation, these flows brought about the collapse of the economy.
Accumulating reserves, fed by capital flows, masked the severity of the current account
deficits and the decline in private savings. As capital continued to enter Brazil, it sustained
currency overvaluation and clouded policy makers' perception of the maturing crisis.

The pace of accumulating net foreign liabilities — a reflection of deficits and surpluses in the
current account — is shown in figure 2. Four periods can be clearly distinguished:
e Between 1953 and 1970, a period of severe foreign capital constraints, Brazil generated
a current account surplus of almost 1 percent of GDP.
e With the recycling of petrodollars between 1971 and 1984, foreign capital flows flooded
into Brazil and financed current account deficits of 3.2 percent of GDP.
e In the aftermath of the debt crisis (1985 to 1992) current account balances moved

1 See also Goldfajn and Valdes (1996).



between surpluses and deficits, resulting in a balanced current account for the period as a
whole.
e Between 1993 and 1997 current account deficits returned to Brazil with renewed
strength, financed by unprecedented capital inflows. »
The obvious two periods of capital inundation, between 1975 and 1982 and between 1993
and 1998, both ended in a balance of payments crisis and an IMF program.®

In the two years prior to the inception of the Real Plan, Brazil’s interest differentials vis-a-vis
the United States far exceeded expected currency depreciation in the short run and attracted
foreign capital. A desire to counteract the pressure of exchange rate appreciation in the face of
large, potentially volatile capital inflows led to central bank intervention. Capital controls were
used to discriminate between investment believed to make the economy more productive and
competitive (such as foreign direct investment) and potentially volatile investment motivated
by considerations of short-term gains. Authorities turned restrictions on and off during the
1990s, applying selective taxes to limit such capital inflows.* For example, once capital
inflows returned after the Mexican peso crisis, the tax on foreign investment in fixed—income
instruments was raised from 5 percent to 7 percent, and on bond placements from zero to 5
percent. New foreign investment in stock options and futures markets was prohibited. Despite
such efforts, capital inflows consisted primarily of short—term resources tied to portfolio
investments and other short-term investments. In 1995, net capital flows amounted to more
than $29 billion, of which $20 billion were short run capital: $2.3 billion were equity and
special investment funds and approximately $18 billion were short run capital not classified
under a specific category. As some of the restrictive measures were eased, foreign direct
investment increased significantly, amounting to US $ 9 billion in 1996 and US $ 16 billion in
1997. The increase in foreign direct investment was partly due to privatization of public
enterprises and to increased mergers and acquisitions in the private sector.

The Brazilian evidence is consistent with evidence from other countries, showing that controls
can generate interest rate differentials for extended periods of time (Obstfeld, 1995). Controls
have also changed the composition of flows, at least temporarily . They have been less
effective in affecting the quantity of flows or in avoiding the final collapse of the Real.

To avoid a monetary expansion induced by capital flows, inflows were partly sterilized.
Sterilization created significant fiscal costs in financing high levels of reserve holdings, both
because of the scale of the operations and the size of the interest differential vis-a-vis U.S.
dollar rates (and rates in other reserve centers). The rise in monetary authorities' gross foreign
assets in relation to the increase in the monetary base suggests that sterilization operations

22 By the end of 1997 the accumulated current account deficit (the stock of net foreign liabilities) exceeded $178
billion. Total external debt was $220 billion in 1997 and estimated at $258 billion in 1998.

¥ See Cardoso and Leiderman (1999).

24 A detailed description is found in Cardoso and Goldfajn (1998).



were large and costly in Brazil in the 1990s. »

The sustainability of such a situation should not have been in doubt. Yet few governments will
resist the temptation to let the real exchange rate appreciate as long as money is flowing in to
finance current account deficits. The common argument is that productivity growth in the
tradable goods sector is enough to justify real appreciation, and that the current account
deficit reflects capital good imports that will generate future exports to pay for the
accumulated liabilities. The hard truth is that productivity growth in the tradable goods sector
would have to be well above what is credible to justify the real appreciation that occurs at the
beginning of exchange rate-based stabilization programs. Under a freely floating exchange rate
regime, the risk of such optimism is borne by private portfolios. Under an exchange rate based
stabilization scheme, this self-deception by the government entails an increasingly expensive
commitment to guarantee an untenable outcome.

When the Mexican peso crisis erupted in late 1994, the initial reaction of investors suggested
that the Mexican financial crisis would compromise all emerging markets, as stock prices
plunged, particularly in Argentina and Brazil. During the fourth quarter of 1994 and the first
quarter of 1995, the net flow of capital into Brazil was insufficient to finance the current
account deficit, and the central bank lost reserves of about $9.8 billion. The rescue operation
led by the US and the IMF to support Mexican reform successfully insulated financial markets
from the crisis and capital returned to Brazil. By the end of 1995 net capital flows were up to
$29 billion and in 1996 they reached $33 billion.

Although stability under the Real Plan survived the Mexican shock, by mid-1995 policy
makers faced the same fundamental challenges as before the shock. In broad terms,
insufficient fiscal adjustment continued to impose a burden on monetary, credit, and exchange
rate policies. In particular, covered interest differentials increased sharply and remained high.
These unusually high real interest rates partly reflect the difficulty of establishing the
credibility of macroeconomic policy in a country with a history of hyperinflation and lacking
fiscal balance.

High interest rates accompanied a sharp increase in the debt of the public sector. In 1995, the
stock of central bank securities and treasury securities outside the central bank grew 53
percent in real terms.* Between 1994 and 1996, the ratio of the net debt of the public sector
to GDP increased from 28.5 percent to 35 percent, as high real interest rates allowed a
weakening of the fiscal stance for two years in a row. Net debt continue to grow in the
following years, reaching 44 percent of GDP in 1998.

23 1t is noteworthy that afier 1992, the ratio of foreign assets to the monetary base moved significantly while the ratio
of foreign assets to M2, which includes the securities of the federal government in the denominator, remained
stable. In addition, foreign assets were high relative to the monetary base but small reiative to M2.

6 Associacao Nacional das Instituicoes do Mercado Aberto, Retrospectiva 1995, Table 3.6.



Lack of confidence in the ability of the regime to sustain the exchange rate anchor and to meet
its obligations was reflected in the increasing use of dollar-denominated and floating rate debt.
Prior to the problems of 1998, most domestically denominated debt was at fixed rates, and
about 15 percent was dollar-indexed. By early 1999, 21 percent was dollar- denominated and
70 percent was indexed to the overnight interest rate. Moreover, maturities fell: the interest
due on domestic debt in January 1999 alone exceeded 6 percent of GDP.

III. CONTROLLED SPIN: MANAGING THE COLLAPSE OF 1999

As noted earlier, the Mexican crisis led to a significant loss of investor confidence, which
gradually returned over the course of 1995. The 1997 Asian crisis caused a brief panic. The
real jolt came with the Russian crisis in August 1998. Brazil's foreign currency reserves fell by
$30 billion as the government struggled to defend the real.

The IMF moved quickly to set up a loan package, but domestic politics (including the timing
of presidential and gubernatorial elections and the relationships between the central and state
governments) delayed negotiations. Finally, in December 1998 Brazil signed a $41.5 billion
financial assistance package. Contributions were to come from the IMF ($18 billion), the
World Bank and the Inter-American Development Bank (34.5 billion each), and bilateral
creditors (35 billion of which would be provided by the United States and $9.5 billion by
European governments).

About $9.2 billion was disbursed in mid-December, Further disbursements from the assistance
package (to be made through the Bank for International Settlements) were conditional on
compliance with a three-year IMF stand-by program, which focused on fiscal adjustment. The
initial program aimed at reducing the public sector borrowing requirement from 8 percent of
GDP in 1998 to 4.7 percent in 1999.

This IMF program gave the financial sector time to reduce its exposure in Brazil. It was soon
overtaken by events, however, as monetary policy failed to prevent a collapse of the exchange
rate. Capital outflows, lack of fiscal progress, strong resistance by the domestic business
community to the record high interest rates, and growing demands for correction of the
overvalued exchange rate forced the government to adopt a new exchange rate regime. The
real was let free to float on January 15, and by the end of February it had depreciated by more
than 35 percent. In the three week period between January 13 through February 2, 24 banks
had a profit of $10 billion with sale and buy operations in the Futures Exchange (BM&F) due
to a combination of the weaker real and high interest rates. Citibank and Morgan Guaranty
Trust had the largest stakes in operations in the Future Exchange. The big loser was Banco do
Brasil, operating on behalf of the central bank.”

7 According to Deputy Aloizio Mercadante in a testimony to the Parliamentary Inquiry Committee investigating
irregulanities in Brazil's financial system.
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A. Interest Rate Policy: Preventing a Free-fall of the Real

Although most economists would agree that the real was overvalued throughout the Plan,
there was no consensus on the size of the overvaluation. (Part of the reason for this is a
controversy over the choice of price indices and the relevant period for comparison.) After its
collapse, the average real exchange rate in the first quarter of 1999 was close to that which
prevailed prior to the Real Plan.* But it was not stable: between mid-January and the end of

March, its value against the dollar fluctuated to as high as 2.2:1 before settling at a rate of
1.68 to one in early May.

The new exchange rate regime allowed the government to adopt a more balanced policy mix,
but it imposed the need for a new monetary framework and a new nomtinal anchor. The most
difficult problem was in setting monetary policy during the first few weeks following the
collapse of the exchange rate, when financial market conditions and expectations were
unsettled. Inflation can increase sharply after a speculative attack on the currency, as
substantial depreciation causes a one-time adjustments in many prices. This temporary
increase in inflation would then reduce real interest rates on debt denominated in domestic
currency, and thus fuel capital flight. To offset, at least partially, this near-term effect, it is
appropriate for policymakers to raise nominal interest rates to avoid further depreciation and
the danger of igniting a spiral of depreciation and inflation. -

On the other hand, policy makers also have to pay attention to the debt denominated in
foreign currency. The larger this debt is, the greater the impact of the devaluation on the
debt/GDP ratio. In the case of Brazil, that ratio had reached 53 percent by January 1999.

The relationship between interest rates, devaluation and inflation is a matter of considerable
debate. Proponents of tight monetary policies argue that domestic interest rates must be
maintained above the expected rate of devaluation in order to relieve pressure on the
exchange rate. If the gap between domestic interest rates and the expected rate of devaluation
is not sufficiently high, people will borrow in the domestic currency in order to buy foreign
currency, thereby creating pressure for devaluation.

Even opponents of tight monetary policies concede that higher interest rates serve as an
obstacle to currency speculation. Their objection to high interest rates is that, sustained over a
long period of time, they can become counterproductive. According to this view, high interest
rates increase the chance of default, raise debt service requirements, and may signal more
inflation for the future. In countries in which short-term domestic debt or domestic debt
based on floating interest rates is sizeable, high interest rate can severely increase debt service
requirements. Such an effect is relevant in countries (such as Mexico in 1994-95, and in
Brazil, and Ecuador more recently) where a large stock of very short-term debt has been at
the center of policy discussions. Indeed, many analyses of the sustainability of the Brazilian
program focus on whether interest rates can fall quickly enough to ensure a swift convergence

2 The index of the real exchange rate, published by Morgan Guaranty (figure 1) is: 1990 = 100.; averages
between: January 1980-June 1994 = 78; July 1994-December 1998 = 102; January 1999- March 1999 = 73.
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of the debt-to-GDP ratio but still avoid the risk of an inflation-devaluation death spiral.
B. Devaluation, Inflation, Interest Rates and the Budget

The Brazil-IMF agreement announced on March 8, 1999 set two clear objectives and
instruments: to limit the inflationary impact of the devaluation by raising interest rates and to
prevent the ratio of debt to gross domestic product from exploding by producing substantial
primary surpluses in the fiscal accounts.

The agreement recognized that the likely cost of these policies would be a recession and
estimated a decline in GDP of 3.5-4 percent. Discussion, however, centered around a strategy
that critics call contradictory: the use of high interest rates can subdue inflation but it
aggravates the fiscal deficit by increasing the debt burden and reducing tax revenues.
Following the float of the real on January 15, short-term rates were raised steadily, from 29
percent in mid-January to around 39 percent by the beginning of February and to 45 percent
on March 4. It declined to 29 percent by early May. Does the apparent success of this
strategy in Brazil validate the use of high interest rates in such crises?

Using a model of deficit finance, it is possible to examine situations in which higher interest
rates lead to more monetization of government debt, higher inflation and still higher interest
rates. The challenge is to avoid this self-reinforcing explosion of inflation and interest rates
after an inflationary shock, and to move the economy toward a stable low inflation, low
interest rate equilibrium.

Suppose that bond holders develop doubts about the government's capacity to service and
roll-over its debt. As investors begin to refuse to hold government bonds, the government can
do two things. It can increase interest rates further, creating an incentive for investors to
increase their holdings of government debt, or it can monetize part of the budget deficit.
Increasing interest rates have costs, including recession and its political costs. Higher interest
rates also raise the cost of servicing the debt, and exacerbate the need to raise taxes. Thus, the
higher interest rates are, the greater the temptation to monetize the debt. We can assume that
the part of the budget deficit that is monetized, G, is an increasing function of the interest rate,
i:

(1) G(i) = AM,

where AM is seigniorage or the increase in the monetary base. The remainder of the budget
deficit is covered by increases in public debt.

Dividing both sides of equation (1) by the monetary base, M, we can re-write (lj as:
(2) g(i) v(i)= AM/M,

where g(i) = G(i)/Y the budget deficit financed by money creation as a share of national



income, and v is velocity, v =Y/M(i). Velocity is a positive function of the nominal interest
rate. In the model, the opportunity cost of holding maney is the interest forgone by not
holding public bonds. Empirical evidence shows that money demand M(i) is inversely related
to the nominal interest rate. We could also enter the inflation rate independently as an
argument in the money demand function without affecting the results discussed here.

In a steady state, the inflation rate, =, is equal to monetary growth rate, AM/M, and thus
3) T=gV

This upward sloping relationship between monetization of the budget deficit, interest rates and
inflation is plotted in Figure 3. Its increasing slope reflects an assumption that as interest rates
rise and debt service increases, the political costs of conventional finance (e.g. debt) become
increasingly less tenable. It is easier to print money than to convince investors that extremely
high interest rates do not carry a default risk. At the same time, as interest rates increase
reflecting higher inflation, holding money becomes more costly and people economize on their
real cash balances, further increasing inflation and money growth.

Next we look at the dynamics of interest rates. Points below the schedule n = gv correspond
to combinations of inflation and money growth that are inconsistent with the equilibrium
condition of constant real cash balances. Money growth exceeds inflation. Thus, the interest
rate is declining at any point below the schedule =t = gv. Declining interest rates provide the
incentive for people to hold higher real cash balances, reducing velocity, and moving the
economy to a new combination of lower interest and inflation rates on the schedule T = g.v.

Points above the schedule & = gv correspond to combinations of inflation and money growth
rates such that the inflation rate exceeds money growth and the interest rate is increasing. Real
cash balances and nominal interest rates are low relative to real cash balances and interest
rates on the schedule t = gv for the same inflation rate. Increasing interest rates reduce
desired real cash balances and increase both velocity and the budget deficit, moving the
economy to a new combination of both higher interest and inflation rates on the schedule &t =
g.v.

The next question concerns the dynamics of inflation. We assume that inflation depends on the

level of economic activity and inflation increases whenever the actual real interest rate, i - m, is
below the long run equilibrium real interest rate, r:

4) An/ m=F(r - (i - 1))

Note that equation (4) implies both inflation inertia and a scope for monetary policy to affect
inflation.

In steady state, the inflation rate is constant, i.e., Ax = 0. Thus, in steady state:



(5) T =i-r

The schedule © =i - 1, in figure 3 shows all the combinations between the inflation rate and
the nominal interest rate for which the actual real interest rate is equal to the steady state real
interest rate. Points to the right of the schedule = =i - r correspond to points where the
observed real interest rate exceeds the steady state interest rate, that is, points of
unemployment and falling inflation rates. Points to the left of the schedule®x =i-r

correspond to real interest rates that are lower than in steady state, fueling economic booms
and rising inflation.

There are two steady state equilibria, labeled E, and E,.” The phase diagram (figure 3) shows
that for stability the schedule n = g.v must cut the schedule * =i - r from above. E; can be a
stable, low inflation equlibrium. The nature of the time path around the low-inflation
equilibrium is one of oscillation as in a cobweb model. The cobweb would be converging
depending on the relative slopes of the two schedules.

On the other hand, E; is a saddle point. This high inflation equilibrium can be easily disrupted.
Even a small increase in the nominal interest rate at this level can sharply increase the share of
the deficit that is monetized. This in turn fuels inflation and drives the economy away from
E;. A saddle path exists, represented by the line B to B’ in Figure 3. The position of the
saddle path is driven by the relative slopes of the two schedules, or by the inflection point in
the schedule = gv.

Assume an inflationary shock, such as a sudden devaluation. This shock would immediately
push the inflation rate up to a point such as A or C in figure 3. The inflation path following
the initial jump will depend on the size of the initial shock and on the policy response.

If the shock is small, and the inflation initially jumps to point A in figure 3, the economy will
go through a period of rising inflation and rising interest rates and then oscillate around the
initial equilibrium to which it will eventually return.

Suppose the shock is very big and moves the inflation rate to a point such as C, above the
saddle path defined by the points B and B'. To bring such a situation under control, monetary
policy will have to increase the interest rate by enough to move the economy toward a point
such as B' on the saddle path. The real interest rate shock, coming on the heels of a
devaluation and accelerating inflation, will cause a significant increase in unemployment. If
inflationary expectations can be stopped, both inflation and interest rates will start to come
down. In the new equilibrium, E,, the inflation rate is higher than at the initial equilibrium.
To further reduce inflation and move to E;, action on the fiscal front would require the
creation of primary surpluses to finance part of the interest payments that were initially
monetized.

» If the budget deficit was also a function of the inflation rate, as in Cardoso (1998), there would be further high
inflation equilibria.



Things might easily go the other way if inflationary expectations are not stopped. Higher real
interest rates can lead investors to fear that the government will not be able to service its debt,
and will thus resort to the printing press, or as bad, that the government will not be willing to
risk the political fallout of a severe recession. Inflationary expectations can then drive nominal
interest rates up even further. To succeed in its strategy, the regime must survive what

amounts to a test of willpower, enduring high real interest rates until investor confidence is
secured.

Once an exchange rate anchor is abandoned, inflationary expectations affect the exchange
rate. Thus the dynamics of the model presented above have implications for the exchange rate.
After a collapse of the currency, the central bank must tighten monetary policy to avoid the
deadly devaluation-inflation-devaluation spiral. If monetary policy is too loose, people will

use cash to buy dollars, bringing about more devaluation and more inflation. Interest rates
have to increase.

By how much? That is THE question. If the central bank increases the interest rate too little
too late, inflation picks up and the economy returns to its history of persistent inflation.
Inflation might once again hide some structural imbalances, but it would certainly destroy
external confidence. If the central bank increases the interest rate too much, the resulting
recession might be too severe, and inflation could decline ahead of interest rates, leading to
higher real interest rates. The combination of recession and high real interest rates would
increase the budget deficit and reduce confidence in the government capacity to service its
debt without resorting to monetization again.” Moreover, the prospect of a severe recession
can undermine confidence in the government’s resolve to sustain tight monetary policy, and
thus set off a new round of inflationary expectations.

Since fundamentals are never as dark or bright as painted, the recovery of credibility is
everything. As the government raises interest rates, inflationary expectations must be declining
for markets to bring nominal interest rates back down. But if there is a large public debt that is
both short term and carries floating interest rates, as in Brazil, investors may worry that higher
interest rates will force the regime into debt monetization.

The short run task, then, is to negotiate a path of declining inflation and interest rates to avert
a collapse of the exchange rate that overshoots its new equilibrium level. Failure to stay

3 Herrera (1999) uses a Vector Autoregression (VAR), and monthly data from January 1975 to January 1999 to
model the relationship among the three variables: inflation, devaluation and interest rates. Four dummy variables
were included to capture the effect of different stabilization plans: Verdo, Cruzado, Collor and Real. The lag-length
was 12 months. The impulse —response coefficients indicate that a 10 percent devaluation would add to the
inflation rate between 3.4 to 4.8 percentage points. If the average exchange rate in 1999 were 1.90 Reais per
Dollar, the inflation rate could be as high as 20-28 percent in 1999, but it could be as low as 10 percent in 1999 if
the average exchange rate were 1.70 Reais per Dollar. Interest rates respond positively to a devaluation in a
magnitude roughly equal to the response of the inflation rate. If interest rates were around 30 percent in December
1998, after a 60 percent devaluation Herrara's model predicts a temporary rise to around 46 percent, and a decline
from then on. These figures are remarkably close to the actual outcome in Brazil.



within this path has implications for the budget, and vice versa: the smaller the primary deficit
the greater latitude policymakers have in setting monetary policy. However, it is difficult to
achieve dramatic changes in the primary budget, especially where constitutional changes are
required, and operational deficits—which reflect interest payments on outstanding debt —
may be outside the regime’s control. For this reason, support from multilateral institutions can
be essential to restoring credibility and stability.

C. Brazil: Dancing Away from the Precipice

By any standard, Brazil has negotiated its way through the Real Crisis with extraordinary ease
and speed. By May 1999, the real had risen to 1 US$:1.67, compared to a low of 1 US$:2.21
in March.” Short term interest rates had fallen from 45 percent in March to just 23 by May
25, and inflation, measured by the national consumer index, had declined from an annualized
rate of 16 percent in March to 6 percent in April (Table 2). Far from slipping into a deep
recession, the Brazilian economy actually grew by 1 percent in the first quarter of 1999, and
forecasts of a serious decline in output were being revised.

What explains the rapid turnaround? Certainly a dose of good luck has to be acknowledged.
Interest rates in the United States had remained low. Agricultural output grew by 18% in the
first quarter of 1999, thanks to a record harvest following good weather conditions. But
central to the restoration of investor confidence was fiscal action and shrewd monetary policy.
Awareness of the risk of a grave collapse among even intransigent legislators and governors
helped: in February, the collapse of the real galvanized Congress into passing pension reform
legislation that it had rejected in 1998. Congress also approved an increase in a temporary tax
on financial transactions. Measures were introduced to rein in expenditures by state and local
authorities. * By the end of the first quarter of 1999, a primary fiscal surplus at the central
government of $5.6 billion was achieved.

Monetary policy, as suggested in the model described above, played the critical role.
Following the inflationary shock of the mid-January devaluation, inflation immediately
increased, pushing real interest rates down. (Table 2). The central bank reacted by increasing
interest rates that turned into extraordinarily high real interest rates in March. As inflationary
expectations fell, nominal interest rates were allowed to decline. Yet real interest rates in
April and May still remained among the highest in the world. This strategy successfully shifted
the economy from a potentially explosive situation to a path of steadily declining inflation,

% But on May 24, it was down again at 1 US $:1.72 indicating that stability still is an elusive goal.

1 To deal with state government debt, the federal government entered into a new type of restructuring agreement.
These agreements imposed conditionality on governments, requiring an increase in primary surpluses by reducing
payrolls and privatizing local concerns. New legislation foresees liquidation and privatization of state banks but also
allows for their recapitalization. It also imposes a ceiling on debts of state governments, forbidding state banks to

" buy new securities issued by local governments. The debt rescheduling agreements with the states target a decline in
the ratio of the stock of net domestic debt to state revenue (net of transfers to municipalities) from an average of
200 percent to 100 percent by 2006.



allowing real interest rates to decline gradually.

The Central Bank demonstrated its commitment to restraining inflation through tight
monetary policy, even as official forecasts pointed to a 4 percent contraction in GDP and
unemployment was rising. ® This resolve restored confidence partially and by April short-term
capital was flooding back attracted by the high yields in Brazil's financial markets.

External endorsement of these measures by multilateral institutions lent credibility. In March,
the government of Brazil and IMF announced that they had agreed on a revised economic
program. The IMF strongly endorsed the government’s commitment to keeping inflationary
expectations low, protecting expenditure on social programs, and maintaining the programs of
structural fiscal reform (at the national and subnational levels) on which credibility and the
recovery of growth would be based. Once the fiscal measures that had been rejected in the
Fall were ratified, the Central Bank could confidently count on access to the remainder of its
$41.5 billion in IMF credit. The World Bank also provided a package of $4.5 billion in loans
to support social spending and state level reforms.

Brazil’s banking sector was also a factor in this recovery: many banks had anticipated the
devaluation and had both positioned themselves to profit from it through currency-futures
contracts and hedged by holding dollar linked government bonds. As a result, the risk of a
banking sector collapse did not threaten fiscal balance, as it had in Asia and Mexico. The
agility of the financial sector in assessing and acting on changes in inflation also facilitated the
steady reduction in interest rates: renewed capital inflows allowed the central bank to reduce
nominal interest rates six times in seven weeks without creating the impression that it was
abandoning tight monetary policies.

IV. THE TRANSITION FROM CRISIS MANAGEMENT TO SUSTAINED GROWTH

By the end of May, markets were once again shaken by contagion, despite efforts by
Argentina's government to slay rumors that it would be forced to abandon its eight-year old
fixed exchange rate pegging the peso one-for-one against the dollar. If volatility subsides,
Brazil’s success in stopping a spiral of rising inflation and depreciation of the exchange rate
will mean more than the recovery of a profitable stock market. Provided there is no return of
financial market turbulence and excessive delays on the fiscal front, the economy should
continue to expand modestly through the rest of 1999. Averting recession will have profound
implications for Brazilian workers, and would make the lot of Brazil’s 70 million people who
live on less than $2 a day at least no worse as a result of the central bank’s gamble that pitted
their livelihood against the fickle opinion of world financial markets.

Nonetheless, the program’s success does not fully address the substantial reforms that have

» The official unemployment rate has risen sharply over the past two years to 8 percent. This figure excludes many
people who would regard themselves as out of work, such as those who were not actively looking for a job in the
one week in the month when the survey was taken. A survey by DIEESE (a union-backed research group) uses a
broader measure and puts the unemployment rate at 20 percent of the workforce in greater Sao Paulo.
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eluded Brazil for more than a decade. The operational deficit is still large due to accumulated
interest obligations, and external finance remains vital to service external liabilities
accumulated during the past five years. (See table 3). Should exports fail to pick up during the
rest of 1999, confidence could evaporate, Thus the regime remains vulnerable to external
shocks. Until now, Brazil has been inclined to take risks and build asset and liabilities positions
that are sensitive to exchange rate changes. Economic recovery can provide an opportunity to
reverse this by converting debt denominated in foreign currency to locally denominated debt.
The regime must also avoid the temptation to target the exchange rate as a way of securing
stability: one of the advantages of floating rates is that it minimizes the accumulation of
foreign exchange assets and limits the government’s lender of last resort commitment to
maintain the domestic value of bank assets. (See Dooley, 1999).

At a deeper level, corruption scandals threaten the credibility of government at all levels. They
also undermine confidence in the ability of Congress to move beyond solutions to the budget
deficit that include distortionary measures such as the financial transaction tax. The overall tax
burden is not small by Latin American standards, but revenues are not progressively collected
and spent. The result is that productivity growth is restrained by an average level of education
that is close to that in much poorer countries.

Realization of the Brazilian miracle — a resumption of sustained rapid growth — requires an
investment in human capital, institution building, and the restraint of special interests that
undermine economic progress. When will Brazil return to the challenge of these more
enduring reforms? Without the successful containment of the Real Crisis, one could not even
pose this question, but nor does it seem likely that new crises will be averted unless
fundamental reforms are brought forward.
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Table 1: Brazil: Public Sector Deficits, 1994-1998
As Percent of GDP
(a - sign denotes a surplus)

1994 1995 1996 1997 1998*

Primary Balance (A) 52 -03 0.1 1.0 0.0
Real Interest(B) 4.1 53 3.7 34 NA
Operational Balance (A+B) 1.1 5.0 3.8 44 NA
Interest(D) 322 75 5.8 5.1 8.0

Public Sector Borrowing Requirements (A+D)
270 7.2 5.9 6.1 8.0

Note: The Public Sector Borrowing Requirements (PSBR) is equal to total revenues less total
expenditures of the public sector which includes all government levels, the central bank, and
public enterprises but excludes state and federal banks, .

*For 1998, information on real interest payments and the operational deficit are not available.
Because inflation was close to zero, real interest payments are approximately the same as
nominal interest payments and the operational deficit is similar to the PSBR in 1998.

Source: Banco Central do Brasil/SEST.
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Table 2: Brazil: Inflation, Nominal and Real Interest Rates
November 1998-May 1999
Percent per Month

Dec-98 Jan-99 Feb-99 Mar-99  Apr-99  May-99*

Nominal Interest Rate
(Overnight-Selic) (A) 240 210 238 331 2.44 1.85

Inflation Rate

(IGP-DI) (B) 0.98 1.15 4.44 | 1.98 0.03 0
Inflation Rate

(INPC) (C) 0.42 0.65 1.29 1.28 0.47 0
Real Interest Rate

((1+A)/(1+4B))-1 1.41 0.94 -1.97 1.30 2.41 1.85

Real Interest Rate
((1+A)/(1+C)) -1 1.97 1.44 1.08 2.00 1.96 1.85

* projected
Source: Fundag@o Getulio Vargas.



- 30—

Table 3: Brazil: External Balance
1996-1999
-_Billion of Dollars

1996 1997 1998°  1999%
Exports (A) . 48 53 51
Imports (B) e 53 61 58
Trade Balance (A-B) -5 -8 -7
Current Account Balance (C) -24 -33 -35 -
Net Capital Flows (D) 33 25 27
Balance of Payments Surplus (C + D)
(gain in reserves) 9 -8 -8
Memo Items:
Net Interest Payments -9 -10 -12 -15
Foreign Direct Investment 9 16 15 18
Amortization -14 -29 -34 -43
E- estimate

P- projection
Source: Fundagdo Getulio Vargas.



- 66

- 86
- 46
- 96
- S6
- b6

- €6
- 6
- LB
- 68
- 88
- L8
| gg.
6@
P8
- 18-

08-

‘.q—' 06.
I s
}ze

6661 Yalen-0ge} Aenuep
‘a)ey abueyox3 jeay a8yl :Jizeig

074

oy

09

08

00}

174

ovt

I 3HNOI4



e,

| s61
cL6l
126}

b
e
o
o
b
b
b
3

1661
S661
€661
1661
6861
1861
5861
€86t
[ 1861
6.6}
LL61

961

196}
5961
€961
1961
6561
1561
§564
£S61

---------------------------

ugliepunuuy
[ended | funqeisu fenden uolepunuUj
ubielod| ubiasoy :¢ oplied [eyden ubialo4 :Z opued
'y opuad .

PauUIBJiSu0)
~ Jepdeg ubjaiog 1) opuad

0000S-

- 0000S

-1 oooooy

- 00005}

($sn Jueun? ‘gse) Wi 0 sem )1 Bulwnsse)

soplliqe|T ubjalod JoN JO }O0)S :|izelg ‘g 34NbiJ

000002

$SN UALND Jo SUW



-y,

Figure 3




Série Semindrios

N.01/92 - Notas Sobre Flexibilidade Dindmica, Competitividade ¢ Eficacia Econdmica - José Tauille (TELUFRJ).
N.G2/92 - A Duraglio do Desemprego no Brasil - Wasmilia Bivar (DEIND-IBGE) .

N.03/92 - A Expcriéncia Francesa da Renda Minima de Insergfio (RMI), Michel Schiray (CNRS, CRBS-
EHESS,. Frangn).

N.04/92 - A Carteira de Trabalho no Mercado de Trabalho Mctropolitano Brasileiro, Valéria Licia Pero (IEI-
UFRJ e DIPES-IPEA).

N.05/92 - Participacdo das Organizagdes de Pequenos Comerciantes Urbanos nas Reformas Institucionais ¢ de
Politicas em Nivel Local - Trés Estudos de Casos no Rio de Janeiro, Jodo Sabdia (NEST ¢ IEI-UFRJ) e Ricardo
Mello (IEI-UFRJ e DIPES-IPEA).

N.06/92 - A Evolugio Temporal da Relaglio entre Saldrios e Educagio no Brasil: 1976-1989, Ricardo Paes de
Barros (DIPES-IPEA.. IEI-UFRJ,, TUPERJ ¢ Yale University) e Lauro Remos (DIPES-IPEA, USU).

N.07/92 - Desprotegiio: outra face da pobrezs, Maria Liicia Wemeck (IEI-UFRJ).

N.08/92 - Trabalho 4 Domicilio: uma contribui¢@o para o estudo de um conceito complexo, Cristinia Bruschini
(Fundacio Carlos Chages). oo ST
N.03/92 - Proje¢io da Demanda de Produtos Agrieolas, Ajax Reynaldo Bello Moreira (DIPES-IPLA).

N.10/92 - Bem-Estar, Pobreza e Desigualdade no Brasil, Ricardo Pacs de Bamros (DIPES-IPEA, IEI-UFRJ,.
IUPERJ e Yale University), Rosane Mendonga (DIPES-IPEA e PUC-RJ), Lauro Ramos (DIPES-IPEA e USU)
¢ Sénia Rocha (DIPES-IPEA).

N.11/92 - Uma Alternativa para a Reformulacio da Seguridade Social, Francisen E.8.Ofiveira (DIPES-IPEA ¢
E.E./UFRJ), André Cezar Médici (ENCE-IBGE e IESP) e Kaiz 1. Beltrin (ENCE-IBGE). |

N.12/92 - Efeitos Redisiributivas das Politicas de Estabilizagio numa Economia Dual: o caso do Brasil - 1981-
1988, André Urani (IE1-UFRJ ¢ DIPES-IPEA) ¢ Carlus D. Winograd (DELTA ¢ Nufficid Culicgc).

N.13/92 - Processo Técnico, Processo de Trabalho e Acumulacio: ums periodizegio do processo de trabalhio,
José RicardoTauille (IEI-UFRD). .

. N.14/92 - Projegdes de Demandz a0 Ensino Bésico: 1930-2010, Nelson do Valle Sitva (LNCC e [UPERT) ¢ José
Bernerdo B. Figueredo (OIT). '

N.15/92 - A Pedagogia da Repeténcia, Sérgio Costa Ribeiro (LNCC). -

N.16/92 - Qualidade do Ensino Bésico e Ignaldade de Opartunidades, Rosane Mendonga (DIPES-IPEA e PIIC-
N.17/92 - Income Distribution in Brazil: longer term trends and changes in inequality since the mid-1970s, Regis
Bonelli (DIPES-IPEA), Lauro Ramos (DIPES-IPEA e LISL)).

N.18/92 - Espagamento, Aleitamento Matemo, Servigo de Satde ¢ Mortalidade na Infincis m Repiblicu
Dominicana, Peru ¢ Brasil, Stephen D. McCracken (CEDEPLAR-UFMG). -

N.19/92 - Insatisfaccién y Conflicto como los Principalcs Problemas en las Relaciones Laborales cn Bolfvia,
Fernando Andres Blanco Cossio (PUC-RI). s,

Muodanga de série

N.01/32 -~ O Progrema Brasileiro de Seguro-Desemprego: Diagndstico ¢ Sugestdes para o seu Aperfeigoamento,
Heatriz Azeredo (IEIUFRI ¢ CEPP) e José Panla Chahad (FEA-USP).

N.02/92 - An Autonomous Approach to Modemity? Ivan da Costa Marques (NCE-UFRJ).

N.03/92 - Life and Death of Children in the Streets: a marginalized and excluded generation in Latin America
Sociely, Trene Rizzini (USU). Lot

N.01/93 - Iluman Resources in the Adjustment Proccss, Edward Amadco (PUC-RJ}), Ricardo Pacs de Darros
(DIPES-IPEA, IEI-UFRJ ¢ Yale University), Jos¢ Marcio Camargo (PUC-RJ), Rosane Mendonga (PUC-RJ ¢
DIPES-IPEA), Valéria Liicia Pero (IEI-UFRJ e DIPES-IPEA) e André Urani (IEI-UFRJ ¢ DIPES-IPEA).

N.02/93 --Nivel-e Distribuigio de Renda: Brasil ¢ Macroregides, 1979, 1985-89, Lilian Maria Miller (DEISO--
IHGE). ST "

N.03/93 - Entreprencurial Risk and Labour Share in Qutput, Renato Fragelli Cardosa (EPGE-FGV).

N.04/93 - Inflagfic ¢ Desemprego como Determinantes do Nivel ¢ da Distribuigio da Renda do Trabalho no
Brasil Metropolitano: 1982-92, André Urani (IEI-UFRJ ¢ DIPES-IPEA).

N.05/93 - Indexagdo e Regulamentagiio na Dindimica do Mercado de Trabalho, Guithermo Tomds Malaga (FGV-
SP).

N.06/3 - Indexaglo ¢ InflagBo de Equilfbrio, Anténio Fiorenclo (UFF).

N.07/93 - Uma Nova Abordagem do Conflito Distributivo ¢ a Inflag3o Brasileira, Jarge Saba Arbache Filho

(UNB).
N.08/93 - Em Busca das Raizes da Pohreza na América Latina, Ricardo Paes de Barros (DIPES-IPEA, IEFUFR]

¢ Yale University) e José¢ Mércio Camargo (PUC-RJ). s
N.09/93 - Huma?:)Capital Investiment and Poverty, Heitor Almeida (PUC-RJ) e José Méarcio Camargo (PUC-RJ).

N.10/93 - Politicas de Concorréncia ¢ Estratégicas Empresariais: Um Estudo da Tndistria Automobilistica, Licia
Helena Saigado (DIPES-IPEA).



'N.11/93 - Capital' Himano ¢ Custo de Ajustamento, Ricardo Pacs de Barros (DIPES-IPEA, IEI-UFR] ¢ Yale
University), José Carlos Carvalho (Yale University) € Rosane Mendonga (PUC-RJ ¢ DIPES-IPEA).
N.12/93 - A Competitividade das Exportagdes Brasileiras no: Perlodo 1980/89, Armando Castclar Pinheiro
(DIPES-IPEA) ¢ Maria Helena Horta (DIPES-IPEA). : ‘E---r ENE S g
N,13/93 - Quem'Ganha o Stlirio Minimo no Brasil?,: Faure: Raberto. Albrccht Ramas (l)lPl-s-)t’k_A,c, J L\II)‘
José Guilherme Almeida Reis (CNI ¢ PUC/RD).
N.14/93"- Medidas de-Consumo de Capital Natural no Brasil, Ronaldo Seréa daMota (DIRES-IPEA). s
N.1593 - Relagdes de Trabalho, Educagiio e Mecanismos de Protc«,:iu Social, Carlos Medeiros (IEI-UFRY),,
Cléndio Salm (TEI-UFRJ) e Maria Lucia Werneck (TEFUFRJ), 01, . wje:
N.16/93"- Returns'to Education in Brazil: a flexible functicn [orm,eshmahon José Carlos dos Reis Canalho
(PNUD/TPEA ¢ Yale University).
N.17/93 - The Politics 6f Economics in Braz!, Wilber: Albert: Chaffee (Saint Max)"s College of Cahfor'ua e,
IUPER)).
N.18/93 - A Fl&xibilidade no Mercado de Trabalho: Fearia Ev_pencnﬁa_{ntemacxon_s Carlos Alberto R_ﬂ___os
(UNB).
N.19/93 - Avnhagﬂo do Ensino Superior no Brasll Jean-lacques Pauh(lnsnmt de Recherche sur L’Economie de
1'"Education).

N.20/93 - lnﬂuliun Wage Indexation and the PermanengtiIncome Hypotesis, Marcelo Neri (UFF, DIPES-IPEA ¢
Princeton University).

N.21/93 - Thc Rolc of Education on the Ma]o-chalc Wagc Gap in Brazil: 1931 1999, Suzannc Duryca
{University of Michigan). . ...2" ..o =z ' .o Coem
N.22/93 - Entre a Légu:a Particular e a Eﬁc:cncna Secm] Edward J Amadeo (PUC PJO) i
N.23/93 - Geragiio ¢ Raprodugiio da Desigualdede-de Renda no Brasil, Ricardo Paes de Ban:os. (DIPES-]PEA;
{EI-UFRJ, 1UPERJ ¢ Yale University) ¢ Rosanec Mendonga (PUC-RJ, DIPES-IPEA).
N.24/93 - Asymmietric Employment Cycles and Firm |Lavel -Gustava Gonzaga (PUC-RJ). et A e
N.25/93 - Duragiio da Pobreza no Brasil, Ricardo Paes de Barros (DIPES-IPEA.IEI-UFR), lUPER.l €. Yale

University), Rosane Mendonga- (DIPES-IPEA.PUC-RJ) e Marcelo Nerd (UFF, DIPES-IPEA e Prmcetop
University). -

it

Y e '5’:.',"-" aur

L Iy IS - |
- N.26M93 - Contrato Coletivo, Ncgocmqao Culcmn, Compelmﬂuuuc ¢ Crescimento: Principals Car:cieitgs .:'.-
Quadro Comparative, Hans Mathiew (ILDESFES) e Achim Wachendorfer (ILDESFES). -

N.27/93 - Brazilian Women in the Mc:ropchtnn Labeur Force: A time series s'..d, across region and hu.z..ehold..

status, Jorge'Jatohi (PIMES-UFPE). L BPILT A I -
N.28/93 - Distribuigiio Mundial de P.enda no Pée-Guerrs, C":scm:vntn rEccgér!L £ Desigualdade entre Pafses
(1950-1988), Regis Bonelli (DIPES-IPEA). v v wr - 1y 4y e © s e

N.29/93 ¥Ther Informal and Demographic-Dynamics in Brazil; implicationg from thcam:.'zh'ucture Eduardo le
Neto(EEDEPLAR-UFMG), Lauro Ramos (DIFES-IPEA) e Simone; Wajmaq(,CEDEPLAR-;UFMG)
N.30/93 - Demanda Efetiva ¢ Salarios: uma tcoria sem mercado, Victor Hugo Klagsbrumn (UFF). | -

N.31/93 - Uma-Matriz deContabilidade Social.para a.Regiflo Nordegle, André Urang (FEA;UFM e DLPES-
IPEA) e Ajax Morcira (DIPES-IPEA).

N. 01/94 Conferéncia sobre Regulamentagio do Mercedo de Trsbalho, margo de- 1994, - ." .
N.02/94 - As Conscquéncias ‘de Mclhéras=*do Status da -Mulher ¢ -da. Qucdn ..dc l'cmhdadc sobre.
Desenvolvimento Infantil e’a Pobreza Familiar; Ricardo Paes de Barros (DIPES IPEA, IEl-UPRJ IUPERJ € Ya_c
University), Rosane Mendonga (DIPES-IPEA e IEI-UFRJ) ¢ ‘Tatiana Velazeo (PLICRLe. l)lPl-S APEA) e e
N.03/94 - O Impacto ‘do Seguro-Desemprego -no Mercada de-Trabalho; o Caso, Bmsxlzuo,,IDan‘wlle Carus:
Machado (DIPES-IPEA). Gl

N.04/84 - Desemprego: Aspeclos Tedricos € o Caso Brasileiro, Carlys Hengigue Leile Curgt:ul] (EPGE FGV)
N.05/94 - Porca Miséria 1T - As Causas da Pobreza no Brasil, Jusc Méreio C&iuargu UC-RI) ¢ Rumdu Paes. dc
Barros {DIPES-IPEA, IEI-UFRJ,IUPER] ¢ Yale niversity). - SN S " ey
N.86/94 - Crescimento daProdutmdndc e ucraquq da Emprcggx na Ix;d.x..tn.. Bra.,ﬂc_lr‘ Edw..rd Am«d&t) (PUC—
RJ) e André Villela (BNDES): . - Lo e ;
N.08/94- The Evolution of Wclfarc Povcrtv and Inana]"v in Bra..' over the. Lﬂst 'I'hrcc Dccadcs 1960—1990
Ricardo Paes de Barros (DIPES-IPEA, IELUFR), IURER] e Yale Liniversity),- ‘Rosang. Mendonqa (DIPES,IPEA ¢
IEI-UFRIJ).

N.09/94 - O IDS ¢ o Desenvolvimento Social-nas Grandes, Regides ¢inos stados Brasilcires, .J}darw Cegflia
Prates Rodrigues (FGV-IBRE). P T Iy
N.10/94 - Um Estudo da Populagdo de Altos Rendimentos no, Brasil nos-. Afos Recenjes; ngla de Medcn_ms
Albuquerque (FEA-UTRI).

N.11/94 - Institui¢des Trabalhistas ¢ a Dinimica do Mercado de Trabalhg Brasilcirg. . X

N.12/94 - Wage Indexation and the effects of money, Anténio Fioréncio' (DIPES-DPEA e. UFF)

N.13/94 - 13 Poverty the Main Cause of Child Work in Urban Brazil? , Ricardo Paes;, de Barros (DIPES -IPEA,

IEI-UFRJ, TUPERJ ¢ Yale University), Rosane Mendonga (DIPES—IPEA ¢ IELUFRI) ¢ Tatiana Velazeo (PUC-R]
£ DIPES-IPEA).

-I,!-, o .



N.14/94 - Qualificagio de Mﬁo-de-obra e Mercado de Trabalho nfio Regulamentado, Reyngldo chandcs (FIPE-

USP) fora S R
N.15/94 - On the Measurement of tlu: Purchasmg Powcr of Labor Income in an Inﬂnhonnry Envu:nnmcnt,
Marcelo Neri (UFF DIPES-IPEA ¢ Princeton University). s ol
N.16/94 - Programmable Automation and Employment Practices jn Brazilian Industry, Ruy de Quadros Gamlho
(UNICAMP). [ af a3
N.17/94 - Inflation and Economiic Policy: Reform: Social Impllcatwns in Brazil, Edward-: .Amadeo..((EUC-RD.
Gustivo Gonzagn (PUC-RF). -+ 1w cdumu s we amn e i ey

N.18/94 - Pobreza, Estrutura Familiar € Trabalho, lerdo Paes de Barros (DIPES-IPEA, IE!-UF?RJ [UPERJ 1
Yalc University), Rosane Mendonga (Bolsista ANPEC-IPEA c aluna do.doutorado cm Emnomia :00-IELY]

José Mircio Camargo (PUC-RJ). s ay
N19/94. - Debate sobre Programa de Garantia'de Renda Minima, OrganiZadores= Andx:é Umm (DIPES-IP._A ‘
[EL.UFRIJ), e Hans Mathieu (ILDESFES).

N.20/94 - Debate sobre Politica Salarial ‘e Distribui¢in de Redda, Orgenizadores: André Urani. (DIPES-IPEA ¢
IEI-UFRY), e Hans Mathieu (ILDESFES).

N.21/94 - Participag¢fio Feminina na' Populagio: Economicamente Ativa'no: Brasil: Elementos. parq,Projecdes de
niveis ¢ padrdes, Simone Wajnman, (CEDEPLAR-UFMG) e Eduarda Rios Neto (CEDEPLAR-UFMG).
N.22/94 - CAmaras Setoriais - Notas sobre sua Constituigho, Quadro: Atual e Perspectivagy lvan, Gonqalvm

Rlbctro Guimm (DnSEP-CUT') A e o
N. 01/95 Uma Avaha:;io da Qun.hdadc do Emprego no Brasd lerdo Pa.c.. dc Ba:m.. (DIPES-, H’EA,[EI-UFRJ
IUPERI e Yale University) ¢ Rosane Mendangd (IEI-UFRT e DIPES-IPEA). 3¢ | i “x
N.02/95 - The | Contemparary Transformations of the Japanese Wage Labor Nexus. m-Histonaﬂ Rﬂmspmt and
some International Comparisons, Robert Boyer (CEBREMAP-Paris). '~ soan "
N.03/95 - Merenda Escolar e Desigualdade: O Caso de Sio Paulo, André Cezar Médici ('IESP FUNDAP e
Instituto Fenand Braudel de Economia Mundial). roo - A R
N.04/95 - Regulations and Flexibility of the Lubor Market in Brazl, Edwu.rd J+ Amadeo (PUC-RJ) re oy
] N.05/95 - A ndmlms;rm,&‘; Pliblica Gomo Dmp:cguuur‘u Uinia AVullul,uu da Dédcada de ou Mariana Ri:i‘l&“‘lij
-(DIPES‘IPEA ¢ FEA-UFRJ) © Andeé Urani (DIPES-IPEA o TEA-UTRI Y s . - . Mol
N8OS - Meicads de nnba.hu N&,-ch'!amm...dc Pamc:,.:aﬁc Rﬁlﬂd-d & D:Fare.a de °-:!§n.os,,}!a;1--'dr
Fem.nd.es.(FlPEUSP) wb e, s TP B

N.07/95 - Relatério sobre g Decenvalvimentn Social na Snniadade Bracilaira, Amﬂﬁ’f‘nl-m lm:nr.'r‘._em .

N.09/95 - Pigau, Daltan and the principle bf transfers: an experimental investigation, Yern_ Amiel. mm"n,.m‘
Institute) e Frank A.Cawell (The }.ondon Schaal of Feomomics and Palitical Stieniee)!: A LR AL
N.10/95 - Labor Market Institutions and 'Labor Market’ Performance; Ricardo: Barros. (Yale University:and:
Instituto de  Pesfisa Etnnomlch Aphdida-le)'c Rosanc Mcndom;a {Instituto. dc:Psqmsa Econfmica

Apll(ﬁda-lPEA) B T T P ST (A Y I [ . KY N PRY ) e - e Vit B
N.11/95 - Estrituraé de Negocnuq,.m Sslarial- e Desempenhu Macroeoondmioo, Jose Carlm dos.Rens Carvalho
(Yale Univcersity). . 3 i,

N.12/95 - Anilise Estnitural do Emprego ¢ dm Re':dxmr.rtos na Indu..tnn de Tm..sformag&o d._ Sio I :u!o
Miércia Helena de Lima (SENALSP). - ... 0! L il R

N. 13/95 Rxg:dms de Praticas dc Pa.gamcnto, Mamelo Neri: (UPF PNPE/IPEA e Prmccmn Umvcrsnty) nte
N.14/% - A Recenutum;ho Industrial’ e 8 Natirezz' do Trahalho Capltalma, Llana .Maria de' Frota (_.arlcml
(Umvcrsndadc Federl do Perand). =~ '¢ e e S R » .
N.15/95 - Mudam;as na Fstrutura Ocupac:mal na Nécada*de &0, Ana Flavia Machado (FAGFAIFMG).e Mnmma
Viegas Andrade (FACE/UFMG). S L TR
N.16/95 " Ambidiiic Evbnumicu ¢ R-puuu: Emprmnui O Ajusic de Iidisiriz Brasileim ooy Anos 90 Puulu
Fernando Fleury (COPPEADYUTRI. -+ + - 1+ oo mian e, 5
N.17/95 - Distribuiglic & Reada ¢ Pobrezza tos Ancs 20: Uma Andlise da St..a,,«u na chx'ﬁu t-...t:opcl.x..nu (L. .
S#6 Paulo, Paulc dc Marting Jannuzzi (SEADE) ¢ Sandrs Mércia Chagas Brandss (SEADE). . L)
N.18/95 - Tcrmm'-mc;!n e Qualidade do Emprego: Uma A.n_!-“ d_ ".:g:!!.‘ Maetronolitans da St Pauly z*e_l::!c-o
dos anos 90 Valéria Pem (CIET/SENAI). T e B S TN
N.19/95 - Quahhc,acﬁn Techolagia & Salaria fia’ Ienmf l-m\ﬁmlm,‘\hctm Hugn l@lamhhmn (LINE). C b e

N.01/9¢ - A'Gulde'to [iving Standsrds: Measuremeht Study Surveys and Their Data Sets, Margaret E. Grosh .
(World Bank) ¢ Paul Glewwe (World Bunk). '

N.02/96 - Modelds™ de’ Géra¢ic de Emprego Aplicados -2: Economia Brasileira - 1985/95, Sheila Najberg
(BNDES) ¢ Solange Paiva Vicira (BNDES).

N.03/96 - O lmpacto da Aberturn Comercial sobre:o- Mercado de Trobalho Drasileiro, Ricardo Paes de
Barros([PEA), Luiz Edum-do Cruz, Miguel Foguel ¢ Rosane Mendanga (Bolsistas do PNPE na DIPES-IPEA).
-N.04/96 - Gastos Socinis e Pdhmm no Brasil, Teress Polly Jones { Banco Mundial)

N.05/96 - A Desizualdade da Pobrez: ' Estratégine Ocupacionais ¢ Diferenciais nor Género, Ricardo Pees de
Aarros (IPEA), Rosane Mendonga (Bolsista do PNPH na VIPES-IPEA) & Ana blavia Machado (FACHUFMG).



N.06/96 - Rendi Minima: utiia avaliagio das propostas ¢ ‘@Sbaic no Brasil, André Urani (FEA-UFRJ ¢ DIPES-
IPEA)

N.07/96 - Bem Estor, ‘Bobrazn e Desigusldade de Rehda: (Oma Avelisgid:da Evolugfio '-Ls!bnzn e dos
Disparidades Regionais, Ricardo Paes de Barros (IPEA) Rosnnc Mendon{z'(Boldista do. PNPE-na DIPES-IREA)
e Kenata I’nnhecn(uohhtndn PNPE na DIPES.IPEA). ™ - W8 el i il ar Soloe asiles o - niges) 1)L Sun

N.08/96 - Crescimentd Endégeno, Dhistribuigio de chd&&Poimau'\wal Umal Anélise. Cross-Section para o8

Estados Brasllelfos Victor Duarte Liedé (EPGE/FGV).
N.09/96 - Dsempregn chmﬁﬂ no Brasil: Uma Abundugem EmipiricsGurles hcnnqugCuncuﬁ {(PNPE/YPEA ©
EPGUFGV) S)\BMVO Gﬂiﬂp(?‘uu-mp € JOw0 YiGoT 155icT \umrw’«p 2 a o an e

N.10M96 - Soc:a. Reputns w Investionts in School Gualiy in Brasdh, David Lam {Tipanmen: of Coonomics anu
Pm-ﬂoﬂ S'uﬂie.. c&.o- Uu"__'“’ Gf ﬂ:‘.“..'z"...n“ - l'\.b oroh Desd. IP A DAlin. V....o(‘ b ccf‘nl- "wl

Mlraiu. A W] adsoss)

4-.

N.11/96 - Effects of Schooling on Fentility, Lebor supply, end Investments in Children, With Evidency ,r',c,;

Brazl, David Lgm (U&\Jggg dada de Wj_onn\ e Shﬂn)w Dl_!rﬁn (M Iniversidade _r!@Mmh!cnn\ . S gy
N.12/96 - Roads to Equality - Wealth Distritution Dynamics With Public-Private Capital Complementarity,

Francisch H.G. Ferreira (Th&'World Baik'and STICERD, London-8chool of Economics),

N. 1396 - ki Régmen de Seguridad Social En Cubs, Md'h! Cristina: Sabourin-Jovel (Universidad, de Havana)

N.14/96 - A'Esfruura ad'msanpmp g an “Ricardo Barros:: (D[PES!IP.EA) José Marcio Camargo

(PUC/RJ), Rosérie Méhidongh (DIPES/PEA) *2 =i 1 i o w ka5

N.15/96 - O Crescimeniddos Servipos no Brayil: CUI'ISHCTHI,GS Preliminstes - l:uldq\e Pereira de lm:.o Caueq-

Frederico Lefio Rocha, Galeno Ferraz, Ruth Helena cha. ¢ Albarto'di Sabbato {Profcssorcs do, Dcpmiamum_g

dc Economia't Universidade Federal Flumindnsc). a -

N.17/96 - Renda e Probreza: os Impactos do Plano le Somn Rocha (IPEA DIPIZS)

N.18/96 - Growing Apsrt: Ineqiality and Poverty TreAds in Brazil in the 1980 - Growing Apari:Micro and:

Macrocconomic Factors behind the Hrazilian Income [)istribution, 1981 - 1990, Francisen H. (i, Ferreira ¢ luhc

A. Litchfield (Bahoo Mtindiai) ' ™ s - n L SO B
N.19/96 - Determinanies da Pobreza no Brasil, Ricardo Paes de Barros (TREA-DIPES), José :vlarcu) Lamnrgn
(PUC- RJ) ¢ Rosune Mendonga (Bolyisly do PNPETo IPEA-DIPES) - - G o« T, e i

N.20/36' - O3 Deicrmiinies ds’ D::lﬂ.ﬂ’dndc id Bragil, Ricado Pacs dt, Buuw (rc
-Mendonga (Bolsista do PNPE rio IPEA-DIPES) P

N.21/96 - A"Relagfo entrs Edueagio e Salrics ac Brasll, Laurs Ramos (IPEA-DIPES) ¢ Marla Ludi Hr
(Bolsista do PNPE no [PEA-DIPES) -
N.22/96 - Os Dev_-zmm'* do Dasenipenhis’ Bducarional M‘B.m" ‘Ricarde-Pass de Barras (IPEA) 2 R
Mendonga (Bolsista no' IPEA-DIPES)- " “+ 5. " sersar Lan- )

N.23/96 Peterminantes da Evnlugin da Fstrutura do T)e«.'mprem no Rmﬂl 1936-1995 ,Carlos Henrigue
Corscuil (PIJPI-JIH-A) ‘Carla Reis' (alina IX/OER) ¢ bolsista ANP}-UH{}:A) ¢ 1André Yrani (IK/UER) ¢
DIPES/IPEA). wralning S s

N.24/96 - Hetcmgenendadc ¢ angualdadc Salarisl no Selor dc Scmws, Monica Viegas Andrauc {Depl® de
Eam"“JFMG) -.: R o =y Yis A\ "lJ—I Aer- iy o0y ‘11, Lo
N.25/36 - O Impacto do Crcsclmcmo Emndnnco ¢ de R.cduc&.s -na.Gtdu:de Desigualdade sobic a Pobrgza,
Rldﬂ'do Paes dc Barros (IPEA) cRosanc Mcndon¢a-(Bols:stano[PEArDIPES) 2O 5 bl o ma . M
N.26/96 - chulagﬂo c Padr8es dc Reajuste Salarial: Ums Anlise Longltudmnl( ;Marcelo: Npp,_ﬂ.fl:l' c
PNPHIPEA) -

N27/96 - ‘Ihe Effects of Upenncss on Inbu‘ttnal l-rh;ﬂnymcrn'w Brwhi Gmatavn M, u(mn?aga Gl"cpt" de
Economia - PUC/Ric). < e ST L s Vet
N.28M% - Crescimento, Dangunldade e Pobreza: O Impacto da Esmhlhngao ‘Marcele Neri (UTF; &
PNPFIIPEA), Cluudio Con¥iders (UFF'e FPEA) ¢ Alexandre. Pmio (TREA o ENCE). - et By
N.29/96 - The Ecoromics of Compf'fui&: with Labor Légaslition » adhooreticnt asacssment, with; ppp]-c:atnon Rp
Brazilian data-, Jo3o Carlos Scandiuzzi fDoutorande PUC/Ria):-

A-DIFES)..& Rosang

N.01/97 - Quebre. Estritura) da- RebacSa eritfe DrodurSo:e Empragine Indigris Bragilefa, Edyrerd "xﬂ-:ad.q:
(PUC/RJ) e Rodrigo Reis Scares (PNPE/TPEA e PUC/R)). L 2, Yoo
N.62/7 - O Crescimenta'dos’ Servicios ‘ios Estado’ de Pefnaimbucn ¢ Rio Grande do S, !-Lzl_qﬂe Pcfp_ca..da
Mel6'(UFF e IPEA) ¢ Erik Rion (UFF ¢ PEA) -

N.03/97 - A Estrutura do Emprego ¢ a Qualidade dos Postos de Trabalha no Setor de Segvicos; Rlca.rdo,Bqnog
(DIPESHPEA) CRN&HQ MMWQWMEA)M RIFs ARSI L1 F R PP TR “meily ivara A T
N.0O4/97 % Jornada de Trabalbo no Bmd' ‘um estudo da-déeada do 80, Danielle, Capusi Machado (iE LIFRJ) ¢
André Urani (IG-UFRJ ¢ SWBL Especial donahulho)': AT T T LT SN PO RPN v A-‘_P'l
N.05/97 - Um Modclo Econométrico para oMereado daTrabalha.B:aanlcuo,Rodng Reig Soargs(PNBE/IPEA,
PUC/RI).

N.06/97 - Programas de Demissfio Voluntéria em Empresas Pablices - U, Modelo dle Sqlpt;ﬁo .decrsa, Delanc
OctAvio Jorpe Franco (PUC/RJ).

N.07/97 - O papel dos segmentos informais na geraclo de trabatho ¢ renda no Ria de Jancirn; 19%1-95, Valérie
Pero (Doutoranda do IE/UFRJ e pesquisadora do SENAVCIET).




N.08/97 - Crédito Produtivo Popular no Rio dc Janciro, André Uranj (Sccrctaria Municipal do Trabalho ¢ UFR))

R

- (Texto n#io disponivel).
N.09/97- Modelo de Equillbrio Geral'para Simulaglio de;Politica dc Distribuigfio dc Renda ¢ Cr;sq;,qcnto no
Brasil, Samif Cury (Pesquisador na FGVISP).. .4 = u il e

N.10/97 - O Resjuste do Salario Minimo de Maio de 1995, Marcclo Neri (LIFK e PNPHIPPA) s et
N.11/97 -"El Trabdjo por Cuenta Propia!en-Guba;:ldania.C. Coclho (Umvmldadcl;ic Havang) <, lvann M.
Sandrez (Universidade de Havana).

N.12/97 - Evohiglio das InsergBes- Ompamodmstcglﬂo Mdmpohtxna de Sto rmlo,, Jsss/% Ppulo §.4%
Freitas (IPEA), Paula Montagner (SEADE)etatlic. 4o 4. WAL g T
N.13/97 - The Wage Gap Betwoen the Public and P\rﬂate Swtors in Drasl, cha;d.p P c}_c J-“‘?‘E“?.(D ES/IPEA) .
Miguel N. Foguel (Bolsista do PNPE na.DIPES.’IPEA) £ Ro.nn\. N‘endorga (Profi.do Dcpu. ’ E.O- nia. ds
UFF é Bolsista do PNPE/IPEA). e -
N.14/97 - O Novo Sistema de Contas Nacionais no Brasl',-.G.Lxd.o Cansidera (n.m d.. “,':sql-s.. dn m-;-t)
(Texto ndo disponivel). B e R I £t s abay
N.15M7 - Medicio do Desemprego: em Mermdn de .Trnhalhq Hetcmgéneo—APxpea,encm da ququn# dc
Emprego ¢ Desemprego, Sandra Mércia Chagas Brandio (SEADE),, , .. ... C e m’ -4

N.16/97 - Ums Anilise de Cofnpambilidade nire as Principgis -Pesquisas. poauul; rszeuu Sobre
Empregos ¢ Desempregos, Ricardo Paes de Barros (DIPES/IPEA) e Rosane Mendonga, (plP}ESglP

N.I7/97 - Uma Anilisc da Estrutura do Desemprego ¢ da lmhvxqude no Bnml Mgtropohmo Reynaldo
Fernandes (FEAfUSP) ¢ Paulo Picchetti (FEA/USP): - :

N.18/97 - Emprego Organizado ¢ Regides nos Anos 90: Qucm Perdgu M:us't‘ C:n-los Wagncr de ALbuqu:rque
Oliveira ([PEA) ¢ Leonardo Guimaries Neto (PNPE/IPEA ¢ UFPB). . - .oy
N. 19/97 "0 “Sefor lnformal co Dcscmprcgo na Regilo Mcn‘opohtana do Rccde Alcxa...drc Rmds Barros

(UFPE)! v b : R N R
N.20/97 - Politicas Manetdrias e Cambial e Dmcmprcgo, Ajax Reynaldo Bello Moxeirp. (IPEA), Anto’uo
Fiorencio (IBMEC) e Elcyon C. R.:Lima (TPEA ¢ USU). Cw e

N.2197 - Modernizagiio Produtiva ¢ Relagbes de-Trabalho: Rerspectivas de. Pollhms Pubhms, Edgm' Lulz
Gutierrez Alves (TPEA), Fabio Veras Soarcs (TPEA), Brunu Marcus Fm‘&nxum (FEA) ¢ chrgc Haw;gue
-de Moura Cunha (Bolsista ANPEC/PNIE). T .
N.22/97 - Tragos Gerais do Empregd e.dc Desempregs. nas Anos }-}q»cn:a no -B...... Marcio Po.hna:m ({E c.
CESIT/UNICAMP). ; oy

N.23/97 - Politicas Publicas de Emprego:. Limites e:Possibilidades; Beatriz Azeredo (UFRJ CBNDES) _
N.24/97 - A Politica de Geraglio de Trabalho ¢ Renda da Prefeitura do Rio de Janeiro, And:é Urani (§ccrqta;i

—

Municipal do Trabalho e UFRT). L I RCRPP R T VI B .
N.25/97 - Mobilidade dos ‘I'rebalhadores - Desligados . da .IndUstria, : Valéna Peno (L)outorandpi do. IuUHq e
qmsndora do SENA]IC[E'D » .

el e WAL GuTWRL L gt e gt \
N.01/98 - Umon and Proﬁmblhty over the 1980s: Som¢ Evidence on Umon-Firm Bargﬂ.uung m Jt‘ﬁe Uk.
Naereio Aquino Menezes-Filho-(Universidade .de. S50 Paulo).. .
N.02/98 - Encargos Sociais e Demanda por Traba]ho no, Setm' F,onnnl da Eumama, Rcyna]do Femandes
(Universidade-de S3o Paulo)..": - o
N.03/98 - Povcrty Inequality and Mm:rocoonomm ln:tab:llty, Rxmtdo Pacs de Barros (DlPFS IPEA), Carloa
Henriqué Corseuil (DIPES - IPEA) ¢ Rosane Mendonga (LHF and-DIPES - JPEA),...
N.04/98 - Ganhos de Produtividade ¢ Competitividade da Pmduqﬂo Manufatureira no Brmnl Regs Bcnelh
(DIPES - 1PEA) ¢ Rénato-Fonseca (EN). -+ - _or: sy e A i
N.05/98 - Educugfio ¢ Crescimento Econdmic) ‘nos Brasil: |Ev1d:nuus Empmcus pars q,Estmbs Bnuulelms -
1970/1995; Mébriica Viegas Andrade (Doutoranda ERGEFGY - FACE/URMQ).
N.06/98 - O Servigo Doméstico Remunerado no Drasil: de' Criadas &Trabalhndoraa Ibldcle Pereua de }ue‘u

(IPEA / UFF).
N.07/98 - Oferta'de Trabatho'das Mulheres: Conjuges naz Regides:Metropolitmnas de Brasil, Alexandre Sioli
Fmandes(IPEAIPNPE) To I S e

N.08/98 " "Estiméting Income Mobility in Coloribia Using Maximum, -hmmgy Econometrica, Spmucl Mqr[gg
(CEPAL), Sherman Robinson (Trade and Macroeconomics Division. . JFPRI) & Rehecca Harris” (Trade and,
Micréeconomiits Division 2 IFPRD~ - 1t .. 1 5 ~uke nrrgnL - g Am
N.09/98 - Aspectos Dindmicos do Desemprego ¢ da Posigio na Ocupa«;ao Marcelo I;Im (DIPES/!PES I3 l)m
Dahilo Coklhb (D]POS/[PEA ‘¢ Mestrando da UFF),:Milene Ancora (Estagiria no DIPES/IPEA ¢ nlunn da Ui-@
¢ Alexandrc Pinto (Assistente de Pesquisa no DIPES/IPEA & aluno da ENCE).
N.10/98 - frazitian ‘Federsl Univeisitles! Relative Efficiency Evaluation and Data Envelopment Amx,s)‘g,
Alexandre Marinho (DIPES/IPEA), Marcelo Resende (UFRJ) € Luis Otavio Faganha (UFRJ).
N.11/98°. Abértira Cothercial: Criando ou Exportindo Exportando Empregos?, Mauricio Mesquitn Momu-n'_
(DEPEC/BNDES) ¢ Sheila Najberg (DEPEC/BNDES).

N.12M8 - Benefit Incidence and the ‘Timing of Program Capture. Peter 1 anjouw (World Hank} and Martin
Ravallion (World Bank),
N. 13/98 - Segregaclio Ocupacional por Sexo no Brasil, Ana Maria Hermeto (CEDEPLAR).



N. 14/98 - What Causes Violent Crime? Pablo Fajnzylber (World Bank), Daniel Lederman (World Bank) and
Norman Loayzn{Warld Bank).

N. 15/98 - "Schooling Inequality and Income Inequality in South Africa and Brazil", David Lam (Professor of
Economics and Director, Population Studies Center - University of Michigan).

N. 16/98 - A Existéncia e & Dircglo de Cansalidade entre o Rendimento dos ‘Vrabalhadores Nio Qualiticados por
Posiclio nz Ocupagdc ¢ o Saldrio Minimo entre 1982 ¢ 1995 - Uma Andlisc Empirica, Fabio Veras Soares
(Mestrando IPE/USP ¢ DIPOS/IPEA).

N. 1798 - Demunds Dinfimics por Empregu ¢ Horay: Uma Aplicidio do Modelo Lineur-Quudrition, Radrigy
Pereira (Mestrando PUC/RJ e CGFP/IPEA) e Gustavo Gonzaga (PUC/RJ).

N. 1878 - Economic Transition and the Distributions of Income and Wealth, Francisco H. G. Ferrcira (The
Worid Bank).

N. 19/98 - Gastos Sociais das Trés Esferas de Governo - 1995 (Grupo de Levantamanto e Acompanhamento do
Gasto Social).

N. 20/98 - Pesquisa Socioeconfmica das Comumidades de Baixa Renda no Mimicipio do Rio de Janeiro (José
Matias de Lima - ENCE/IBGE).

N. 21/98 - O Projeto de Modernizagio das Estatisticas Econfmicas e as Caracteristicas do Sub-sistema de
Inddstria (Weasmalia Bivar - IBGE).

N. 22/98 - “Labor Markets and Economic Growih™ - Robert Topel (University of Chicayo). -

N. 23/98 - Desenvolvimenio Infantil e Ambiente Familiar: Uma Avaliago do Grau de Desjgualdade de
Oportunidades - Carlos Hanrique Corseuil (IPEA).

N. 24/98 - Efficiency, Equity and Sectorial Restructuring of Public Social Spending - Carlos Eduardo Vélez-
Echevarria - Banco de Repiiblica (Central Bank), Colombia

N.25/98 - Nature and Dynamics of Micro-Entrepreneurial Activities: Employment Generation and Poverty
Alleviation Policies - Marcelo Neri ( IPKA),

N. 26/98 - Critical Uncmployment Issues in Brazil and Lessons from International Experience - Indermit Gill
(World Bank) - Marcclo Neri (DIPES/TPEA) - Ajax Morcira (DIPES/IPEA) - Amit Dar (World Bank).

N.01/99 - Uma Expliugio Tedrica Sobre 0 nipacto do Processo de Convergéncia de Saldrios Minimos
Reglionais Sobre o Mercado de Trabalho Brasilciro - Danilo Santa Cruz Coclho (TPEA).

N.02/99 - A Relagio entre o Tamanho das Empresas ¢ a Criaglo ¢ Distrui¢io de Postos de Trabatho na Indistria
Brasiicira - Elaine Toldo Pazello (Mestranda da PUC e assistente de pesquiza do IRGE).

N.03/99 - Impacto Sobre a Renda Per Capita de Longo Praze dos Sistemas Previdenciérios de Reparti¢io® -
Samoel de Abreu Pessda (EPGE/FGY).

N.04/99-- Sistema Privado de Seguro-Saide: Lighes do Caso Americano - Mﬁmm Viegas (EPGE-FGV e LIFMG)
¢ Marcos de Barros Lisboe (EPGE-FGV).

N.05/99 - How Do Economic Reforms Affect the Structure of Wages? The Case of Braziliun Many fucturing,
1984 - 1996 - Jorge Saba Arbache (University of Brasilia, Brazil).

N.06/99 - Efcitos Informais do Saldrio Minimo e Pobrezu - Marcelo Neri (IPEA) - Gustivo Qonzuga (PUC-RIO)
- José Mircio Camargo (PUC-RIO).

N.07/99 - Distribuiclio Regional da Efetividade do Salfrio Minimo no Brasil - Marcelo Neri (IPEA) - Gustavo
Gonzaga (PUC-RIO) - José Mircio Camargo (PUC-RIO).

N.08/99 - A Estrutura da Barganha Salarial ¢ a Performance do Nivel de Entprego: Uma Abordagem Ortodoxa -
Flvino de Carvalho Mendongd (Mestrahdo em Fconamia da Universidade Federal Fluminense),

N. 09/99 - Remuineraiin ¢ Segmentaglo do Mereada de Ttabalho do Setar Piiblico — Nelton Marconi (Mestre e
doutorendo &m économia pela Fundagho Getiilio Vargns de Sio Paulo, Assessor Especlal do Ministro da Ciéncia
¢ Tecnulugiu € ex-direlor de Cidireirg € Remuneragio o Mare, profissor licenciado du PUC-SP),

N. 10/99 — Eftito Colchfo ¢ Curva de Beveridge na Regifio Metropolitana do Rio de Janeiro — Jo&o Carloa
Scandiuzzi (PUC-RIO ¢ Banco Pactual).

N. 11/99 — Uma Avaliaglio da Politica de Qualificaglio Profissional Cubana — Victoria Pérez Isquierdo ( INIE ).
N. 12/99 — Decomposigio tia Evoluciio da Dotignaldude de Randa tio Brasil em Bfcitos 1dade, Coorto ¢
Calendério — Sargio Firps ( PUC-RIO ¢ IPEA ).

N. 13/99 — Cutrency Cris¢y in the 1990s: The Case of BraAl ~ Elishe Cardoso & Ann Helwege ( Tufts
University).



