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uf t i. In a like manner, each inaJor, Enghsh or li,rench article is 
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" t resui1,v 
a shor 

LESSONS 

FROM THE BRAZILIAN ECONOMY 

( A SUMMARY> 

By : Professor A. M. El-Beih * 

J. Area, Population and Growth : 

With au area of 3,287,000 square miles Brazil is the fifth laraest 

' 
0 

tountry in the world, after the USSR, Canada, China and the U.S.A. 

Its population was about 95. 7 millions in mid 1971 and is estimated 

now at about 100 millions. The average annual growth rate of popula­

tion is 3.2 o/o Brazil is composed of a complex mixture of lands and 

people. In 1965, 48 millions lived in the South with about .$ 400 per 

year, whereas 27 million poor inhabitants, with an average income of 

about $ I 00 yearly, lived in the north east. Although Braz!l ~as 

tr d .1 bl d had already started industrahsat1on 
emen ous resources ava1 a e an . 

. • come has increased very little 

-some years ago, yet average per capita m d 'th $ 1410 in 

(f $ 1 . 5 $ 231 in 1969) as compare WI . 

rom 47 1n 19 0 to a and $ 
1060 

in Argentina. Average 

Puerto Rico, $ 1000 in Venewel 19
60 and 1969, compared 

h .1 14% between 

trowt rate for Braz1 was · V uela and 2.6% for Argentina . 

. h Ri 2 5% for enez 

W'lt 6% for Puerto co, · till living in a constant adventure, two 

In Brazil, the rich and P
0

;
0
;;: :bout %4-0 of the people and iJliteracy 

nations in one. Poverty 

spreads over 35o/o. 

------=F~ =u:lty~ of~ E~c-~o,nnro,mmlcs and Commerce, Benghazi. 

mtcs at the ac 
f Econo 

( •) Professor O LONDON). 

(Ph.D. Econ., 
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2. Urban Explosion & Housing Bank : 

Brazilian Cities and specially harbours have becolll 
1 ' l . . e a ar,nj 

overcrowded. Sao Paulo s popu atlon mcrcased from 2.4 in .
11

. ng1t 
. ( 0 . d E I ions . 1950 to 9.5 millions 1n 1973 2 m. esbmate 1or 1984 with a .. 111 

crime rate and industrial pollution. 59% of the population 
00 1

~81
llg 

W lVe. 
cities, compared with only 46 % ten years ago because of the contin 

1n 
migration of poor families from the hungry northeast. (ISO nu uolls 

. . h · grants 
reach Sao Paulo every hour). The cities ave become so crowded h 

t at 
53 % of the people have piped water, half of the rest use welJs and th 
others have to go to the rivers. The public sewage system senres on) e 

a quarter of the population. Better public transport facilities are i: 
need to carry workers every day into cities. The Brazilian Govt. is 
trying to solve the problem of over-crowded cities by building new 
cities, new industries far away from big cities and developing the West 

region (middle and sources of Amazon). 

The Govt. has established the National Housing Bank which has 

become responsible for urban problems. Since it was set up eight 

year~ ago, it has already built 700,000 units which ·satisfies only one­
tenth of the demand. The president of the N. H. B. estimates present 

demand for housing at 600,000 units a year. The Banks money comes 

as a forced saving. Out of each payroll, 8% is deposited in the Bank 

in the name of each employee ; then the Bank lends money to the 
workers to finance the purchase of houses. The N. H. B. has planned 

an ambitions programme designed to bring sanitation and potable water 
to 80% of the urban population by 1980. 

3. The Northeast and Poverty : 

This is the oldest and poorest region in Brazil. It is composed 
of nine states and forms one-fifth of the area of Brazil. Its popula­
tion grows at an annual average rate of 3. 7 % even though migration to 
the South takes place all the time. The populatioon is 30% of all 
Brazil hut the Northeast gives only 7% of the industrial production 
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tl1 of the agricultural products. It cont •b four 
n Utes 15o/o J oJle .,,.... P The average rate of consumption is 1500 l . ,,ti G N, . l di ca ones n clay, ,he . , lf the uonna et. 

'

'\,ich j:; 

1
N"' theast is divided into three regions : fhe J or 
The overcrowded coastal lowlands ( 40 1niles wid ) " .. (n) 

e r.Iven no,,, to sugar cane. 

(b) A region of cotton and eareals peopled by tenant fanners. 
(C) The cattle region whch is oveqlOpulated and alway th s reate-ued by dry wealther which causes death to the cattle. 

'fwo factors have saved the Northeast : 

(a) Although it produces one-third of Brazil's sugar, it exports 
80 o/o of all Brazilian sugar exports ( the entire imports of 
U. S. A. which is about 600,000 tons). 

(b) Substantial Govt. grants were paid to sugar growers. 

The Economic Features of Brazilian Model : 

Brazilian economic growth started since 1967 and could have 
;ontinued but £or fighting inflatioon and spending more on social ser­
vices. Statistics show the doubling of the output of steel, electricity and cement ; for trebling car production, for raising the value of exports from S 1.4 billion to $ 3.5 billion ; and for increasing national E,winr,s 
from lOo/o to 20o/o of G.D.P. ( all between 19frt & 1971). ,The following 
arc policy instruments of the Brazilian economic model : 

(Al Fighting inflation : 
rl'h l be of people in Brazil need to satisfy their wants e arge num r 

d th 
d 

· prices and wages go up an e aud as a resul~ deman increases, - • ' ' b nkn te and economy used to go mto spiral Govt used to issue more a 
O 

sh d l ed war on inflation and . fl . s· 1965 the Govt. as ec ar m atJ.on. mce ' . hich stopped the rising cost of h ed result of recession, w . met t e expect . hTty to the cnizeiro. Yet the recession 1. b ht relative sta l I 1ving and roug l t and the Govt. ha~ to encourage pro-bl un-emp oymen cauBed untolera c tt'ing and other incentives. ~ on through tax cu 
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Therefore, g 1ting 111 at1on was necessary in order 

1 . hi h o JJteSe foreign confidence ; to encourage savings w c could fin tve 
di 

. ance ] 

I
Jeriod projects. The cost of Bank ere t was mcreased and th 0

llg 
. d e sup l of money decreased. In 1967, recession starte to threaten the c Py 

and the Brazilian '~ovt decided to tolerate a rate of inflation highc
011011

1y 
~ ~~ 

20o/o, in the hope of reducing that rate to 10% in 1974, (hefore 
19

~ 

the rate was 144o/o annually) 

Between 1950 and 1964 

whalesale price index (53 = 100) 

Budget deficit (Billion Cr.) 

Currency issues (Billion Cr.) 

Exchange rate ( Cr. : $ ) 

66 

4 

31.2 

32 

2,777 

750 

1,483 

1,~50 

The Govt. ~tiH spent until 1970 with deficit expenditure at the time 

of spiral infllation ; a matter which is against any sound economic 

policy. The unavoidable result was the rising, still, of prices. 

Consumer price index numbers (1963 = 100) show that prices rose to 

1,220 in April 1971. The wholesale price index numbers were no 
Letter, whereas G.N.P. per capita (in 1961, U.S. dollars) increased 
from $ 216 in 1965 to only $ 231 in 1969. Discount rate rose from 
W7o iu 1964 to 20%, in 1971 (5o/o in most countries). Inflation though 
could not he the result of military expenditure because the Govt. spent 
only 2% of G.N.P. on military purposes, compared with 3% in Peru, 
<,% in Cuba and So/o in Gt. Britain. 

The Brazilian Govt fought inflation with the following weapons : 

(a) Control of deficit spending. 

(b) Price rcg11lation for Brazilian consumers & for exports. 

( c) Adjustment of wages and fixing minimum wages according 
to regious. 

( d) Moneta1,; correction and crawling peg pattern. The Govt. 

devalued the cruzeiro and sometimes up-valued in order to 
fight speculators. 
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,oouti011
' l livin~ with inflation)• 

I
•. u1eaus 

~ 11~ 

E 
couraging Exports : 

18) n 

70
o/o of Brazilian exports are traditional primary products, the 

rices of which affect the whole economy. For instance, the price of 
~'llffee slumped in 1971 and cost Brazil nearly $ 237 m. in foreign 
exchange. The Govt. started to encourage exports through : 

(a) Taxation system to encourage exporters. 
(b) lmprovin~ service in harbours, Communications, storing 

S)Stems and reducing freight service. 

( c) Reliance on diplom~tfo service for the opening of export 
markets especially in LAFrA. 

All these incentives cost the Brazilian Govt. in 1972 about one 
billion dollars witl1 the result that Brazil is exporting now more 
industrial goods than all Latin Americen countries put together. 

Yet there are 1:,ome substantial obstacles to exports : 

(a) Dependence o~ Primary products, the prices of which go 

(h) 

(c) 

(d) 

through heavy fluctuations. 

C 
. t . shelter under protectioniim which makes onsmner coun nes . 

it difficult for Brazilian exporten. • hh in order to 
S h 

. the economies of the ne1g ours trengt enmg 
develop Brazil's expo~&. al t tum Brazil as a production 

f ulti-nation s o . al Tendency or m . b of the big size of the mtem 
I 

. Amenca ecause base for Jatm 

market. 

t of private investment : l C) Encouragemen . all ' . . rtant incentive for investment especi Y . is an unpo . Tax reduction . fit . the Northeast or Amazon region. ts his pro s m e in~estor pu 
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( D) Increased savings : 

Savings were about lOo/o of G.D.P. in 1969 hut have doubled 
Uo\\r 

because : 

(a) Monetary correction guaranteed income from bank depoosits and commercial papers. 

(b) Tax reductions. 

(E) Attracting foreign confidence : 

Brazil needs foreign capital in order to extract some of its tremeu. dous resources. It is in dire need of capital goods, technology and ~now haw. By the end of 1971, foreign investments were estimated at :ji: 3 billion of which 38o/o for U.S.A., ll.4o/o Western Germany, 10% Canada, l0.4o/o Brhain, 6.6o/o Switzerland, etc. 

(Fl Infrastructure : 

This is necessary in order to open new regio1:1s for agricultural investment and building up energy supplies. Between 1963 and 1971 some 35000 ~n. were paved. Brazil is now building two very long roads, from North to South and from East to West. 

5. Economic growth or re-distribution of income ? 
The two wars and the big depress~(m encouraged underdeveloped ('.ountries to industrialise themselves through protection, monetary r.ontrol, etc. Latfo American countries went that way too hut did not benefit much from the acJ.vantages of large scale production ( 011 the average an automobile factory pr9duced only 6700 cars a year). Local .industries grew without competition and many countries .suffered from Balance of payment's deficit. Foreign capital was imported hut did not increase employment much. 

· Celso Furtado, the Brazilian economist declared that increased 1,roductivity was not translated into higher wages in order to create 
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d and bigger production. Concentr~tion of incoine i·n· 
d rJlan 1 d . d . I , er e . d would ea to 1n ustna stagnation. Sine th , I e sat , e en, two 

r11zil, •of thought have grown up, one for growth and the other for 
ools . u 0 £ income. The first school is championed h th . u-ibt1llO • . y e 
di5. 1'Kinister of Fmance, Senhor A. D. N·etto and the seco d • ·1ta11 iu n is ,ai1 

ed by the President of the World Bank, Mr R S Mc Nam ifinann • • • ara. 
ha debate was an extremely interesting piece of economic material 
~\ and data, an<l caused a sensation in Brazil and all over the 
,,ew ld I, th B zi!• · · mic wor • i rom e ra Ian statistics, those who got $ 40 per ~ ~ r ~ 

nth increased Irom 55 o/o to 60 o/o ; from s· 40 to 90 the 32 010 was rUO 
/C 

rrduced to 18 o/o and those who got more than $ 180 a month increased 
from 3.4 o/o to 5 o/o. 

6. Metals (Ind industry : 

In Brazil there are unlimited resources and wealth ; one third of 
tl1e world's iron ore reserves, huge quantities of manganese and many 
other minerals. Brazil is the biggest market for Latin America and 
because its industry is relativery developed, it has become the natural 
Lasis that provides LAFTA with 'industrial products. Again with a 
long coast and numerous neighthours, Brazil's industrial products 
increased m 1971 by ll.2o/o. 

Most important industries of Brazil are : 

Steel industry : 

P d 
. · ed by ·28 o/o during 1971 and steel factories ro uctlon was 1ncreas . . . 

d h 6 ·11· on tons. The mdustry needs foreign finin-pro uced more t an nu i . • . 
. "ll" and is gettmg it. ting of about $ 600 nu ions 

Car industry : 
•t duced about 516,000 cars and will produce a I 1971 Braz1 pro 

n b e of the big demand. Now there are only 23 cars ·n· 1976 ecaus 
nu 1.on by 

O 
Brazilians. Standardisation and amalgamation took 

for every JOO d · , , 1· ·· d be ref ort.~, pro ouction was great y increase . '\.Place and, t 
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Electrorucs : 

I 1971 production of ventilators, air conditioners, radios £ . 
n 

db 1801. ' re l'lge 
rators and record-players was increase y ,o. . 

Other industricR such as petrochemicals, shipbuilding textiles 
and 

wood products are flourishing. 

In Professor l•'urtado's opinion, Brazil should produce producers' l?oods because : 

(a) Avoidin;; fluctuations of imports. 
(b) Insuring a high level of employment. 
( c) Maintaining the growth rate. 

7. Incentives for industry : 

50o/o of tax payment could he returned if the money is invested in the Northeast and the idea succeeded because in 1971, a sum of 14.6 billion Cr. ($ 2.5 b.) were invested in 884 projects and industrial employment increafied by 3.6o/o between 1959 and 1971 although the average rate in the fifties was only l.4o/o. 

8. Conclusions : 

Brazil should : 

(a) Continue increasing its exports in order to guarantee markets for its products and also to reduce its foreign debts. (h) Try to control population increase. 
( c) Increase savings in order to increase the rate of investment. ( d) Re-distribute income. 
( e) Use labour intensive machines, not capital intensive. (f) Try not to live with inflation by changing the methods of fighting it. 
(g) Creation of a fund for each important good, so that producers will not he harmed when prices go down. 
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