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1 - Introduction

Despite a permanent negative Governmental campaign that aims to tell the public opinion
that the RGPS (Regime Geral de Previdéncia Social) has got an insolvable structural deficit,
about R$ 26 billions in 2003, the system continues to collect more year after year. In 2003,
Social Security net collection increased, in nominal terms, 13,7% when compared to 2002, going
from R$ 71,03 to R$ 80,73 hillions. This growth was higher than most national economical
indicators.

The Official sources have insisted in a distorted and simplistic analysis of the Social
Security Budget. They don’t consider the constitutional transfers of exclusive resources are
reallocated, mostly, to cover other expenditures. It is because of this conceptual distortion and
due to the need to finance welfare and rural benefits (one of the greatest income distribution
program in the world), that the so-called "deficit" of the Social Security is badly understood and
debated with society.

ANFIP has researched and published relevant information to society in general. Therefore,
once more, ANFIP presents a consolidated analysis of the Social Security Balance Sheet. It is
important to reinforce that the retirement programs of the Social Security is an integral part of
this system, according to the article 195 of the Federal Constitution, and its problems can only
be solved if thought inside this systemic point of view.

In this work, we draw a balance between the revenues and overheads of the social
security in 2003, pointing out the distortions between the resources that were collected and
executed and those who were effectively reallocated. The Social Security revenues were
considered in this work, including those referring to the DRU (Desvinculacdo das Receitas da
Uniao).

The aim of this analysis is to show that there is credit balance in the Social Security
accounts with the RGPS (Regime Geral de Previdéncia Social), even when adding data of the
federal civil servant’'s own regimen of social security (RPPS). It is important to point out that the
existence of credit balance is conceptually connected to the correct allocation of resources from
the Social Security Budget in the earmarked areas.

Social Security has been presenting credit balance for years. These balances provide the
monetary dimension of the contributions of the Social Security for the government’s fiscal
adjustment policy. From 2000 to 2003, R$ 122,20 billions of Social Security resources were
used to create the State’s primary surplus, that is to say the Social Security’s surpluses, which,
by the way, should not exist because they should be integrally allocated in the earmarked
programs, were reallocated with fiscal purposes. In 2003, there was a slight reduction of the
surplus, because of the greater allocation of resources in order to fight poverty.

Graph 1 presents the variation of the Social Security Surplus from 2000 to 2003.
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2 — Social Security Balance Sheet in 2003 with the RGPS (Regime Geral de Previdéncia Social)
In this topic, the analysis of the Social Security Balance sheet is carried out from

two points of view: with and without the DRU (Desvinculacdo das Receitas da Unido)
resources.



2.1. Balance sheet including DRU (Desvinculacdo das Receitas da Uniéo) resources

In this topic, the total revenue of the Social Security was considered, including DRU
(Desvinculacdo das Receitas da Unido) revenues.

Social Security revenue sources in 2003 (Table 1):

SCOFINS. ... R$ 57,78 billions
- Social Contribution Tax on Net Income................. R$ 16,14 billions
- Net Social Security Collection (1)........cccccvvvvvennnnn. R$ 80,73 billions
S CPIME . . R$ 22,99 billions
- INSS Other revenues (2).......cccoevveeiiiieeiniieeiienn. R$ 0,60 billion

= Prognosis......cccceeeiiiiiiiiiie e R$ 1,27 billions

- Ministry of Health’'s own revenues...............c........ R$ 0,76 billion

- Other Social Contributions (3)..........cccevvevvvvvvnnnnnn. R$ 0,17 billion
O 17N R$ 180,73 billions

NOTES:

(1) Bank collection + SIMPLES + judicial deposits - refunds - third party transfers.

(2) Financial income + revenue anticipation and others; as shown in the INSS cash flow.

(3) DVPAT contributions (earmarked for health) + prescribed premium + apprehended assets
(welfare quota).

The following figures have been allocated for expenditures (Table 1):

- Benefits (1)...cocoueeeeeeicieiee e R$ 112,20 billions

=HEalth (2)..cccieeeeee e R$ 26,71 billions

- General Welfare......coooovvveeeeeiiiiiieeceeee e R$ 0,48 billion

- INSS’ cost, staff and other actions (3)................... R$ 2,92 billions

- Poverty Fund actions..........ccccccoeeeevviiiieeeiiiiiieen, R$ 4,17 billions

- Other Social Security ACtIONS.........ccvvveeeeiiiiiiiiiinns R$ 2,23 billions
TOTAL o ra e R$ 148,71 billions
CLOSING BALANCE (Revenues - Overheads) ..................... R$ 31, 73 billions
NOTES:

(1) Social Security benefits + welfare benefits + EPU quota earmarked for the payroll of
benefits granted by the State through special laws, as shown in the INSS cash flow.

(2) SIAFI data. Actions of health, sanitation, payroll and administrative costs of the Ministry
of Health.

(3) Administrative disbursements and outlays with INSS staff.

Analyzing the Social Security balance sheet, with the RGPS (Regime Geral de
Previdéncia Social), we find a positive balance of R$ 31,73 billions. However, this credit balance
was allocated in government actions in order to increase the State’s tax surplus and pay for
other expenses, such as debt interest and the payroll of retiree and pensioners from other
ministries.

We should give prominence to the fact that all these resources were earmarked in the
Social Security Estimate Budget; therefore they should have been legitimately spent. However,
its execution has been contrary to the constitutional principle of Social Security.



On the other hand, if we analyze the rubric’s revenues individually we shall find some
serious inconsistencies, as shown below.

A). COFINS (Contribuicdo Social para o Financiamento da Seguridade Social)

In the 2003 budgetary execution, according to SIAFI data, we find the following resource
allocation of COFINS’ income (Table 2):

mHealth ... R$ 6,37 billions
- Social SECUNtY.......ceeeiivieeiciiieeciees e, R$ 20,40 billions
- Social Welfare........cccevceveeiiieeecee e R$ 4,59 billions
- Fome Zero program..........cccoevvvvvvviiiiiiiinieeeeeenn, R$ 0,52 billion

* Subtotal (earmarked areas).............. R$ 31,88 billions
- Other areas.........ccceveeeiiieiiie e R$ 17,79 billions
- Withheld by the Treasury..........cccccceeeeviiiiicnns R$ 10,24 billions
S TOTAL oo R$ 57,78 hillions

First of all, the Treasury withheld R$ 8,11 billions. Besides that, the National Treasury
General Office (STN) claims to have transferred R$ 20,40 billions of COFINS (including LOAS)
to the Social Security. (Table 4). Actually, according to the INSS Cash Flow (Table 3), only R$
19,75 billions of the COFINS income was transferred to the Social Security. These withheld
figures were possibly allocated in other MPS actions.

B). Social Contribution Tax on Net Income (Contribuicdo Social sobre o Lucro
Liquido - CSLL)

The following figures have been allocated for CSLL revenues (Table 2):

HeAIN. e R$ 8,28 billions
- Social SECUNtY.......ceeeeiiiiiieece e R$ 3,98 billions
- Social Welfare......ooooeeeveeeeiieeeeee e R$ 0,01 billion

* Subtotal (earmarked areas)................... R$ 12,27 billions
- Other AraS......vu e R$ 0,04 billion
- Withheld by the Treasury..........cccccoecvvvveeenns R$ 16,14 billions
- TOTAL COLLECTED......cciiviiiiiieiiieeeeias R$ 16,14 billions

As shown above, R$ 3,94 billions were withheld by the National Treasury. The National
Treasury General Office, however, claims to have forwarded R$ 3,98 billions of the CSLL
collection (Table 4), even when the INSS Cash Flow shows that only R$ 3,76 were actually
credited into Social Security accounts.

C). CPMF (Contribuic&o Proviséria sobre Movimentagao Financeira)

CPMF was created with a clear purpose: to finance the Department of Health’s
expenditures, charging a 0,20% rate on all financial transactions.

In a unilateral action to increase social contribution revenues, the government raised
CPMF's rate to 0,38% in June of 1999. Theoretically, the extra 0,18% was earmarked
exclusively for the Social Security. After that, there was a setback to 0,30% in 2000. In 2001,
there was a new rate increase, leaving it at 0,38%. This time, 0,10% was earmarked for the



Social Security and 0,8% to the Poverty Fund. Actually, CPMF is being adjusted according to the
State’s Cash Flow specific needs.

According to the budgetary execution, the Ministry of Social Security received R$ 5,0
billions from CPMF collection (Table 4), what is equivalent to the figures shown in the INSS
Cash Flow (Table 3). On the other hand, the National Treasury withheld R$ 3,34 billions of the
rubric and allocated it in other fiscal actions (Table 2).

D). Poverty Fund

The Poverty Fund is financed by a 0,08% quota of CPMF's collection. The allocation of
resources is shown in Table 2: R$ 4,84 billions were collected, but only R$ 3,44 billions were
allocated to the earmarked areas. Consequently, R$ 1,4 billions were withheld by the National
Treasury. Of the figures allocated to the earmarked areas, R$ 920 millions were used for
programs carried out by the Ministry of Social Assistance and R$ 2,52 billions were allocated to
the Fome Zero program.

E). Social Security Revenue

The following figures were allocated for Social Security revenue, according to the INSS
Cash Flow 2003 (Table 3):

-INSS’ bank collection .........ccooeieeoeieeeee e R$ 81,67 billions

F SIMPLES . oot R$ 3,39 billions

- Other REVENUES (1).....ceeveeieeriecieeeeeee e ee et ee e R$ 1,77 billions
* Subtotal .....ooovvveeii, R$ 12,27 billions

- (-) collection refunds.......ccccveeeeeeiii i, R$ 0,24 billion

- (-) third party transfers .........ooovviciiiiii e, R$ 5,86 billions

NET TOTAL AVAILABLE........coeeiiiee et R$ 80,73 billions

NOTE:

(1) REFIS (Programa de Recuperacao Fiscal) + FNS (Fundo Nacional de Saude) + CDP
(Certificado da Divida Publica) + FIES (Fundo de Incentivo ao Ensino Superior) collections +
judicial deposits and debit acquittance, according to the INSS Cash Flow.

E). Social Security Overhead

The following figures were allocated for Social Security expenditures, according to the INSS
2003 Cash Flow (Table 3):

- Social Security Benefits .......ccoccvvviiiiiiiiii s R$ 105,36 billions
FUDAN. .., R$ 84,45 billions
FRUFAD ..o R$ 20,91 billions
- Welfare BenefitS........ccoveeiiiieiiiiiec e R$ 6,22 billions
FLOAS. ..o R$ 4,45 billions
FRMV it R$ 1,77 billions
- EPU (Encargos Previdenciarios da Unido) (1).................. R$ 0,62 billion

TOTAL. e e R$ 112,20 billions



NOTE:
(1) Destined to benefit payments given by the State through special laws.

2.2. Social Security Balance Sheet without resources from the DRU (Desvinculacao
das Receitas da Uni&o)

If the DRU (Desvinculacdo das Receitas da Unido) resources are not taken into consideration,
the following figures are allocated for revenues of the Social Security Budget:

SCOFINS. .. R$ 57,78 billions

- Social Contribution on Net Income...............cu...... R$ 16,14 billions

- Social Security Net Collection (1)........cccccvvvvvvnnnnn. R$ 80,73 billions

S CPME . R$ 22,99 billions

- Other INSS revenues (2)......ccccvveeeeieeeeiiieeeeiiineens R$ 0,60 billion

= Prognosis.......c.cciii i R$ 1,27 billions

- Ministry of Health’'s own revenue.......................... R$ 0,76 billion

- Other social contributions (3).......ccccevvvveeiiiieeenn R$ 0,17 billion
SUBTOTAL. .ot R$ 180,73 billions
DRU . R$ 19,67 billions
B O 17\ R$ 161,06 billions

The following figures are allocated for expenditures:

-Benefits (1)...cccveeeeeciiiiieee e R$ 12,20 billions
-Health (2) i, R$ 26,71 billions
- General Welfare..........cccooeeevieeieesee e R$ 0,48 billion

- INSS’ cost and other actions (3)............eee.... R$ 2,92 billions

- Poverty Fund actions...............cccoeeccnvvivnnnnnen. R$ 4,17 billions
TOTAL. e R$ 48,71 billions

NEW BALANCE:
Revenues (without DRU) — Expenditures.......... R$ 12,35 billions

Analyzing the Social Security Balance sheet, even without DRU resources, there is a
R$12,35 billion credit balance. This reinforces that expanding Social Security actions is perfectly
possible, because these extra resources should be allocated exclusively for the overheads of
the earmarked programs.

Tables 1, 2, 3 e 4 are presented next.
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3 — Welfare and Rural Benefits

In 2003, a total of R$ 112,20 hillions was spent with benefits, in an universe of 21.851.685
beneficiaries; 14.822.668 urban and 7.029.017 rural beneficiaries. (Table 5).



Out of 21 million benefits paid, 18.785.324 are social security benefits with an average
value of R$ 437,99; 735.942 are accident compensations with an average value of R$ 393,35;
and 2.330.419 are welfare benefits with an average value of R$ 243,22 (Table 7).

Welfare and rural benefits (Rural, LOAS, RMV) represent 34% of the total spent with
benefits, that means R$ 27,13 billions (Table 6-A), allocated as follows: R$ 20,91 billions for
rural benefits, R$ 4,45 billions for LOAS (Lei Organica de Assisténcia Social, which benefits the
handicapped and the old) and R$ 1,77 billions for the RMV (Renda Mensal Vitalicia). It is,
indeed, one of the greatest minimum wage programs in the world, with an enormous social
reach.

The National Treasury forwarded R$ 38,26 billions, collected through the Social Security
Budget (COFINS, CSLL, CPMF, etc.) in order to pay for benefits. (Table 6-B).

In monetary terms, the rural area, specifically, is very burdensome for the Social Security.
In 2003, it collected only R$ 1,60 billions, while it represented a R$ 20,91 billion overhead
(including rural RMV), which means 18% of the total expenditure with benefits. The rural social
security subsystem collected only 7,6% of its expenditures in 2003, leaving the heaviest part of
benefit payments on the count of urban collections and resources forwarded by the Treasury.
However, the expenses with rural benefits are completely justified from the social point of view.
And there are enough resources to broaden the reach of rural benefits.

It is known that Brazil's rural workmanship is extremely precarious, where registered
workers are a minority. Therefore, it is a social segment which is earns less and, consequently,
pays fewer taxes. As there are no agricultural policies which mean to develop a market for rural
work, the rural benefits paid by the Social Welfare act like a security blanket to millions of
people.

3.1. Average Value of the Benefits (monthly income)

For better comprehension of the average value of benefits, Table 7 is presented. There,
some very important data is allocated. The average value of the benefits paid is R$ 415,71, this
figure is obtained between the relation of the amount of benefits and the figures disbursed. This
figure is due to the great number of benefits paid by the floor of 01 (one) minimum wage. These
benefits correspond to 65% of the total 21,8 millions of benefits paid.

When the kinds of retirements are analyzed, the average value paid is R$ 849,06. This
sum is more than twice the average general value mentioned previously. This figure (R$ 849,06)
represents almost a third of the maximum value of RGPS benefits, that is R$ 2.400,00.
Tables 5, 6A, 6B and 7 are presented next.
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4 — Social Security Balance Sheet when adding the civil servant’s security.

This topic aims to present the Social Security Balance Sheet including, not only the RGPS
(Regime Geral de Previdéncia Social), but also adding the rubric of military and federal civil
servants’ social security (RPPS), even though this addition is conceptually distorted and

unacceptable.

Due to a methodological issue, expenses with the Ministry of Labor and its actions are not
included. Its resource sources, like PIS/PASEP and others, are not included.



The data in Table 8 show that the added revenues of the Social Security in 2003 totaled
R$ 187,47 billions. On the other hand, expenditures totaled R$ 182,92 billions. Therefore, even
when adding the social security plans of the federal civil servants, the expenses that should be
covered with the Fiscal Budget, still, there is a R$ 4,55 billion surplus.

It is important to say that in the revenue sum (R$ 187,47 billions), a virtual revenue of R$
4,18 billions was added. This revenue should be credited into Social Security accounts by the
employer (State) in a 2 per 1 proportion, due to the public servant’s payroll, as prescribed by the
Law n® 9.717/98.

Another issue that should be pointed out in this topic is the evolution of the overheads with
staff and public servant’s dues (civil and military servants) when compared to the GNP. Graph 2
shows that, on the contrary of what has been published by the government (that expenses with
staff are too high and favor the growth of public deficit), expenses with personnel have been
almost constant, even dropping in some years. From 1995 to 2003, overheads with staff and
State dues have dropped from 5,68% to 5,27% of the GNP.

ESPACO PARA GRAFICO 2
Source: Staff Statistical Newsletter/MPOG.

Table 8 shows the Social Security balance sheet adding the civil servant's and military’s social
security.
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5 — Social Security Balance Sheet according the governments Budget

This topic aims to present the Social Security balance sheet in 2003 with the revenues and
overheads foreseen on the State’s General Budget Estimate. Among the social contribution
revenues, there are those shown in Table 9, including DRU. In this item, PIS/IPASEP resources
are included, and that are mainly destined to finance social programs of the Ministry of Labor
and Employment (including administrative costs) and of the Ministry of Education (such as
student loans), among others.

According to Table 10, there is R$ 199,32 billions of primary revenues, which are results of
social contribution dues, social security contributions and the revenues of the Social Security
bodies.

As for primary expenses, besides the rubrics presented on Table 8, unemployment
compensation, wage bonus, professional qualification, FAT/BNDES transfers, civil servant’s
assistance, food, welfare, scholar’s health programs, student loans, civil defense, amateur sport,
emergency food supply and distribution, other actions of the Ministry of Labor (including cost)
are also included, as presented on Table 9. The total overhead came to a total of R$ 160,34
billions. There is a R$ 38,98 billion primary surplus of the Social Security.
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