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economic development. Only brief ref-erence is made t~ this thiro J)lla.se in the 

PreSent cstud.y I ~1nce it is still too early to ma.ke any detaile.d analysis •. ... . . ' " 

However, the problems wbioli_ will fac~ BraZil·i~.r/eoon~· in the next few years are 

already teJcing shape. · ·. They may. be eummed up in a question which arises from 

Economic §!yyey ot Latin America 1942, Chapter VIII •. 

/analYsis ot 
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analysis of the facts: to what. exte~thave the changes of the past five years 

rendered the Brazilian economy, particularly the voli.lme, "~f. imre~tmerita, lllC)re 
,_ 1 ., ••• 

indel;>erid:ent' of: fluctuations· :.t:rr. -t:oreign miu'kets? · This question must needs be 

answered bef'ore .f!, reply Can be, made. to the ne:x;t> nP.mE:~ . .y: WJ::,9.t prcblemR for the 

economic· d.e.velo:gment of Brazil; wJll be ._creat~e. by ~-he cl'.t:.o-B~~'d t;:j :..J!e u·.1rld 

economic ei tuation whi.ch ·neg3...~- in 19,50? 

is ·that dp.e to the inat:.eqt.~=~.c;y· o.f ~'1v \.;:.c.. r:::~:~.;:o·~~.::.,~ :-.·~.-~---~·:--•.tel :k>.c·'.~, It may be 

ass"-·ed hOWe•pe' r th·at the' -na···J .L· r '. ~ '( ·'·,1'--· "" .. ~_+' '!··,1·""- "t• ).<-A .. , ,.~ _.. -·1':->_ I ·~y ..... ~UCt "'""' -WJ,.Ul , • :.., , • . J: ""· .1: .............. _.. •J • ·: .,.....,. :...;J... ,,, J c) .. 1.,;11 j .... v . ..;,. ~ .... ·.,:~,.t... l, ~....~ .... 

(production of goods) ;~sed in tne t·rr"r;e;~.t sti.'.ci.Y, cc:n:.t.:.h1·:·:c s a. :t'r;~.r approximation 

and, {@r th~ specific objects· envisaged, is an accept . .ible -instrument .of 

· ana,J.ys;if3)./ · 
':Rh~ concept of .economic. deve.lopment as understooq._. in this study implies 

-~ . . .. ·~ .. -. . : . ' . . -- . ,:.. ': .. :. . 

. the .. id,ea o~, an ~pc~ment o:f prod11ativi ~Y '· y.•hich presupJlosee ;~1 t~er an increase in 
'· : . • ' . \-' . •• : . . : . ' • > ' ' ' . ' . ~ : ··:. 1, ~-

the. amount of equipment per ga.:\,nf\l].ly ~mployett;-person 1 the. -technical _improvement 
•• J, • • ... . •• ... . • . .• •· • . ,·: • . -

. of ~uch.,e9,Ui]ilme~t, _9r the ra.tiopali.zat1~of: the organization of p~oduction. 
• ' ,' I. ; • , ·,, .·• ' • 

An increase in t~e national incpme or in the production ~f: goode over a 

SfO:l":t ·or. ~d~um p~ri:od, .the~e;~re ,· ~oes. n~t rteces.~arily i~ly eoono~C ~e~e;Lopment, 
since ~t may b€l a pu,rely cyclical phenomenon and arise ~rely as a result -of 
. . .. . ' ... . - ' -~ . . . . . ' . •·. . . . . 

. bette.r utilization of the already e~isting produot.ive factors. · · Development is a 
• • • \: ' . ' I • k , ~ ' •· '. • ', ' ' • 

struc,~ural phenomenon, .entailing an incre_ase in P. r_~uctive capacity ,per gainfully . gj . ' 
employed person. 

,, 1{ -Bee Chapter I', Appendije A, for'' a' ·discussion of tne .lin:d.tations of this 

, ·est'lmate arld the' Validity'';of 'tbe indeX.' Of ,the J>rod.uctiOn· Of·. gOOdS 1~ ,'the 

~anaiJ..ylsis 6f economic development. ·

g/ ''. Cl,eariY'. the cyc.le 'is. the meahs bY Wh_1c~: capit~~i~tic,,e9.0P~nlif~Ju~gef~~ly 
-~·'·:~ . ,:, ' :·~ .·,.·_.: ~ , I~ , ~ • , , ,,• ,.~. •• l )#':·'·. '-;;. ·"' ~.·. ·,' 

structure, but thfa does not me~ that· a· Chailge · of structure m>;I.Y pot be a 

\istoric~f pheh~non, proJected beyond the' ~~clic~i ~riod~ · 

/Since changes 
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Since changes in productive capac:J,ty, ~at.e,yer, ~~eir origin_, express 

thelnBelve,e. ib changes in .the q~~tum -~f p~u9ti.on ~.~ .provid~4- ~at capa?itY: does 
' ' ~' ' ' ·. ~ ;- ' . ·'· ; '' . ' . ' 

not remain partfally. unused -- tbe index of, :the quaptum of prodl,tction must 

undoubte41Y cohs.ti~~ the bMic ~~~nt emp~.~y~d in ass,easing,produotive .. 

. capa.city.·Y .· H~ever,.a pi~ture of ~he"procees of ec~omic developmento.annot 

be .. o.btB.ined e1n;q>Ji 'by. 'eatitl\8.t1oe · ch~s in. productive .. capaci ~Y • The analysis 

must b~ take~ a little t\li-tlier~ 7in ~rie~ t~ provide ~~awe~~ .to tho following ·~wo 
. . ' ~ . . . . '. ,· . . . . ' 

queries: ~) To what'ext~rit we~ the g~od.s' ·produced ayailable tor consumpti.on and 

 ;f'Q~ ·yapit'al, tonnation within the ~Ount~y;· and b) What pro;orti~n .of ihe increased 
• • • . •, ~ • ,"< • • .:; • ', ' ~ -~! ~ • '·, . •. . • ' • 

supply of goOds was abso:rbecLby consumption and What proportion could be. set, ~side 

in. ord~r to e~pand prod.ucti~e: ·capa.Ci'ty'l The fix:st of these questionp is. answered 

by the estimate of the tobal vol~ of avai~lle. ~o~, ·~d the s~cond. ~y _co~ting 
' ' .• • . ·.l. '. .' • " . ' ".. . 

the rate· of capital.' formation i'n relAtion' to the availa.p1.+1 ty of goods. .. let us 
•• > • ", •, ' • • • ~ 

. s.ee hOW' th~s. ana11s:ls JD83. be app~ed to :Br~il duri~ r~l Pe.ri~ under review. 
·The data· cemtEdned 1n ·Q.h&p~r I, and .. ~1-zed in Chart 1., .ind1oate that 

the production of goods cc;msidered in real terms .1nc:re~ted ato an average annual 

rat~ ·of ·about· '5 pSr cent" . rue rate 1~ ~oonat~~biy hj~gher than t~at of t~e 
. . . 

growth of th~ population, whi~h was about e pet~ qent •.. ,Th~. total volwnee of primary 

pr~uet~~·(~ieult~;· ~catt:tc-bree~ns ·ana ertta~tive 1¢uatries) and of second­

arY. ~ducti~ (menutactuting and b~il.ding) are shown BE!pare.tely in. Chp-1? 1 • .. There 

is nothit;~S.to indicate that.developmel;lt in <::>m sector took place at th~·expene~e of 
. . . ·. . '. ,. •. . 

the other. This 1 . however,. 1.e s~ly a comment, not intended t9 imply any Judament 
·, . • • 'i. • ' ~ .,. • • . . • l ' 

as to the ideai tor.m of_develo~nt for the co~tr,y in its present stage •.. 
- ~ • • • . ' • • <; • • . • • - • ' ' j. • . ~ ( 

Goods produced are consumed either at home or abroad, . and in the latter 

event te~ of trade are of ~terial ; eisnificance • . It , the new , goods pt-Oduced are 

exported 1h a ~riod · of· deteribi-ating terms· ot trade 1 'increaa&d ·production ,will. 
i . . . ..... ·. . ·• .. ·;l_:· ·.•• . • . . • . . ' 

not coincide with sreater domestic supplies of goods. In this ca~, a fund.ame~tal 
1 .. . • • • • . ~· • ! " • • ~ •. •• ,. .~. : . "!: ;:,. • • ~ . ' ·.: ~ ~-( • • • • • •• ' •• • 

conditAo:n without Wbioli ·incre~d procluotioo: of goode cailnot lead to ec~otnic 
develo~ment will not he.vi 'beeti tulfilled •..

. 'i 'j· 
~ ~" 

·.: ~ . ' 

'l'}le lixci:ex of' ·pc:t~ .capita ine~ doee not stmU.ei-1¥ co;tTellpond :to that. ot 
.... ',' ..... ~·=._,, \'. . . ';,\ _·· .• . ,:,-_ ·.:'._: ·- .. ~-_ .... , ':· ·:~> ... · ··~ -':·· ., .. ' . ,, 

produeti'V'e capacity, since it m&1 fluctuate et~i<t,tl,r:.in.~lAtion ~0, the 
1--: . 

1/ -· 
ter1DB of trade •. 

/Between 1945 
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~ . ~ 

:' B.etween··~~45.·.¥a. i~4~:~ the terlns br·\rnife·' were:/ rei~titeiy e·table, 

thoUgh; thet~. ~efe• ,;~h~; .. f;tu~~U~ti'o·~ h~· yeici- t,d· year·.. I rn l950 / li6w6ver I' a . . : . . . . . . . . : ~ ~ ' . '· . . 
steep r,ise occm-fed}': !l,tie ·pr~pip~lly to the~~ncr~ase ·:1ri.'the ;prioef·'~f' cof'fere~' . 

, . . . •. ' . ·.· . . ~ ' ·' ·. . . . :. . . ~ ~· '"· : \' _. } . ·, . . ·, . . . ' : . i . ' ' ; . ~ . ' . 

Char:t '2-~snow~ 'the !Jl':()d.,ucJi:on of {?Ooda, the terms ·of trade, 'and the .~'flab1lity of 

go~ds: · ··rn, 1945' ~ctl.946 ~.e:re ;wa~ ~ cone1derabie iiiff~*n&e betwee~ tlie:·totft'l 
~ c -<\ ~.t,. ~ . • : . . . ,. . .•. f. • . .f 

of available goods' e.nq, ~at of production.,· O.Wihg ·io' the" abnob~l' r~i-e!igli tra!re 
.... ,_ .. ; .-~ . ·~··f.~~-~~ · .. ·; ... · ':(··:!r; .. :1 ·!<-~.-~ .~-,. ., : .- ... ~ t".· 

-:~it.uat:ton; wnfcli 'led 'to· ~pe .·aC'cumu1e.t1on in Braz:ff"'of Eiubs'ta.ntial niorletary 

reeer.veri)J ·:.':fu~·-:aame chart sh~~ 't~t,the •riail~ tr~ri.i''of ·cuhe i ·(pro·d.uction of 

 'gooilst/rist.s~~~eritiate!l br ih~· t1;~ie~~'or~.~1<:>xL?<::tli~ t~hn:-~ of ~acie' 'in 1946 and -~*s, 
, the ··eff'ect ··being "transferre'd'·to'~~~vJ ·:2 (a~ilab:tlfby: ~l· · godds). Iri 1-947; 1949 

• ',_ ; " • ' . ' . ' ' - ' . • '·'. ' '· •; ' ~ •' •' ' ' ~ ~ -~,I ' ~ ... ; . ~, • .: • ' '• ' . ' ' • \ ' :; * ! ' . ( 

·. ::i ~~~~+;h;~.~!P:~:~: :~;·~~:redi~--~~t :~:;~~:~:lA~:e::?:f o~ ;;:~~:::a:t 
 J ' .. ' • ~--. ' •• ... ·.,,._ f _t ·-~ - ,~ ... ~ . ' ~ .. • . • 

 ct\lzeiroef (;1.947) .in'_'th~ .to:tal. "yalue of goode available in that' year, 2·;·657 •
. • •' ·l I ··, , • . .. . • ' 

~ tho\{san,d' cruze.ir.os ...... th~~;.:t.a,,.44··:~er,Cent·-~-o;;; vere atti-:i:butabie1 to· the iniprovement 
• ' c • • • ' ' •' • 

o:r: the tenns of trade.··.. 
.· . ,, . ; ~~-.total o_f ~~ ·e; 

' . . .. :\ '' . . .. . ' ,.I~ 1 :'" .. f' '.' ; .· . -· 

abebt:'bed by conEiumption and that' remaining rot- theronnation of ca.J?ital'j,'are?. 
~ •••. • ' • ...-.~ • .. ·.~-- ' ~ •• : .• • ' • : ') ,,J .• ' • • ~ '{I 

'·shown in: Chart '3 ~ . .It will be noted ·f'roin curve: '4. that>. the~ Jiroportion Of goods 
-~-· ";· ~; .. " .... : . . _::"·.: . .: .. ~ ... : ..... _::·--~ '. . . _., .. ,.,, . \ _;,, ... ,. ·:: . . _ :--··.·~' ' 

set as;tde. for ca:pi talizati:on ·1nerea~.~d.~ consid~rably untti 1947,,- and' ;that· 'here 
was theil' ~ sh~~ tirop, fol,1oWed· by i!t ~~co~e~y; . thougli the' 1949' levEii ·~a· 'not ;­

b6en overtak~n ~ ·· : Betwe~n: .i945'· a.ri4: 1946 the ehti'l-e i~creaae in:;_e.va:i.llibt~-: gooifs 
was· aqsQ;t>bea"'in ca.pi tal 'f.p~a ti~n; in addi t1on· t~ whi·~-h. part oi' the s~~~-;; . ·-~·; 

' < ' ' ' " ' 
0 

' ' : .• ' •, " ;~, ' ' • ',. :'-J', I o '•, C • { t ''.\ l'o :• 0 ' 

.previo}le~y intended for co~s~p'tion 'wer·~· d1v~:t'ted' fo~ the 'same :f5urpos~·;·- ''l:Jul'ing 
.

.. . . ...- '.. . ; , .  
!/ The Br·~zi:t,ian;.Gov~rnm«?n~·J:leld a ~ge propor~ion 9f th~se reser-t~s' to . 

····.·' '.- ' ~-: ;-.. ~~' ... _,_, ·:·., '.., ·: ·. -~_:~>.· .. \ .\. :· .. ~ ... · :,:' . •.' ·; .. :; ,·~~ ," ',f< •;·~j·; i: : ' ~· .. ~- ~-' :-}-. 

·guar~tee · 1 ts ctu:r~~cY;· ·an~ u?e. p~t. -~~. ~ed~em . the :p~b_li~ .d~.?t r. , . , lil· ~o~ cases 1 

.'national' as.set~ wer~. '.:tnqrea.~ed l)y ComP~t~~;ry B~V_1~s. ·. . Ho~ev,~r~ '¢-i~. exp~eion of 
• ,•·:.. . ~ •. :-- \.i '':·:0,. ~~- .- -.- t•,· •' f- .. ; ·i ·'· ,·•. ·._. i ;_~· :'·~ '. :t:·· ! ... ) ,-;~'. ~: • ., 'I 

assets 'is not' included' in the estimat~ :_..of· ?~pi tal_ ~9nna~~Olf· .. In .. anY cas~ we 
.~ ~ l.. • .. • . ·,:· '<}' . . • ·• : \. ..~- .. •".1. j ' ',·:::< • 

have to ask whether an increase in national capital resulting from the ·accumulation 

of, monetary r~serves can be considered as/~1gn of economic development ·1r wt( 

de~ in~ ·this, ·a& iabo~e; b;;·far~;~~e;: t6 'iri.c;ealJ~d' -pro4u6tfve 'ib~~adt~~-- ~. · The ariswer 
ie ~~rtaixlly.·t'ntheln~g~ti+j~ 

/this period 
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this· period· of: .c.r1 tical .:tnfl:ation,, the .popuJ,.ati<?n po~~-1bly suffered. a reduction 

in consumption~·· Since 1949; oapital.formation.haa agairi beenintensified: 42.5 
• • • ·.. I <' 

per icent of .. thS: annllld mc.reaa~ i~· a.va~lable . ~oods in .1949 and 32 per cent in 

1950 has gon-e to the ·capital fol"'!lattion-: . 

Tak:l.rig the :period:under.r.ev_ie,·r as a whole, it will be fotmd t~at the 
. . ',. '£ . 

average annual rate of: increase. in the total of. goods. available for .the fcm.'nation 
; . : . 

of cap:ttal.ha.1Lbeen about ;15~5 per.,cent. If, h,owever, ~e yea:r 1945, which 
... . ' 

constitutes ari extremely low base, is. exc.).uded, the .rate faUs to .5.l.per cer.t. 

After allmdng· for the increa~e. in the gainfully employed .population, about 

2 per oent per annum, there remains a margin which in4'-cates ~e ,r(l.te of expansion . . . 
or- investments 'employed· in increa~ing produeti vi ty. The·. ~ignifi9.~oe of these 

. . .\i•. 

f'igures is naturally limited; they .only indicate. {that the total amount of fixed 
• ' J. ' ' . ~ 

capital. which was added: to that ,~eadY existing in .:Brazil, inor~.sed between 
. ,· .. . ' ··. 

1946 and 1950 ,at en average ann\J8J: :r.ato of 5 .l per cent, or i allowins for j;he 
. "-~ . . . . 

increase in the. population; at. an ~ual aTerage rate of 3 p~r cent. In .9rd<:)r 

to obtainfmore · accur&t~ picture or the rate . Of. dev~lopment ,, 1 t ~o'l1l.d be necessary 

to compare intensive 1nvestmen,s, that is, those inves:tments which 'i~crease the 

capital invested per worker, with the total amount of capital already invested 

in reproductive occup~t1ans in Brazil. In this way an ind~x of the increase in 

the prcductive capaoi ty of the general labour f~oe. w:oul~ be obtained •.. 

• • 1 An analysis ot this ·type is ex:treme+y dif'fioult. becau,se no.:' data are 
. ,• . ' . ·.' ': ' ·, 

available. on_ the amount of capital alr~ady 1I;J.ves1:;ed 1~ Brazil,. -:Usipg• the, . .}.940 
., ' ' '. . .' 

census data as a point· of ~eference,. however, and aasumi~~ th13;.~. f11vC?stment~ 

between' 1940 and; 1949 were .bfU'ely f!.dequa·te to cover .. de;pre~iattqn and, employ :the 

population increment air .!the existing level. of productivi;tY1. it will· be ro~d ·that 

the" in'V'estment.s made· in.-1950 should .have .~de poesibl_e an. i:qc~ea~ 9f'7; 1)e1' cent 

•/in' .. the 
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in the capital investment per gainfully employed person, as compared with 

the 1940 level.!/ 

If the intensive investm~nts ~de durtng the.~ast ten years raised the 
' r' • ~ • • . ,- • ' • . ! ) • • •' 

capital investment per gainfully ~ployed per~on by 7 pe~ cent, and the population 

increased by 25 RE)r ~ent.:over the same p~:ri9d, it ma;r _be concl~ded that the· 
• ' . • • • I 

increase of population absorbed 78 per oent qf net.capitalization. Thl~ compares . . . . ,. . - .. 
unfavourab~y :with the figure_ pf. 6o per, cent 1,-n. '\iP,e. United States during the latter 

' ;. . 
·half of thei pastceJ;ltury,.when the_populatiqn of that country was growing f;!.S.fast 

' •' ' ' • • • ": I ' '· ·> 

aa or faster than that of :Bra_zil· at present. Howev~r, it must b~ borne in mind . . ' . . ' ' 

, :that at its p:resent stage o~·devel<;>~ment_ Brazi:l;, does ~ot_enjoy the advan~ge of 

an. influx. of foreign capital comparable to ~at which. fell- to the Uni, ted States 
. ·. -~ ' .. . . 

··during the aforesai~ period~ 

. An est~ma,te of this nat~e_. c!lfl clearly be no more than a very summary 
•• • • • ':.· 1 • r 

approx~tion. However,. the trend and the ~itude 9f th~ data lead to two . ' ·' ' .. ' . . . . . ' . 

general conclusions_: first~y,: that :Brazili~ economy is developing not. only 

extensively, that is tp~.s~y,. with the_ growtl;l or. the population, but also 
. . . ·. . ', ' ;. ' 

intenljl_ive;LY1 and seconQ.l;v,} that this .latter dev~lopment, that is ~e increase 

in p~oducti:v:e .capacity_ per. gainf,ully ~~loyed person, is not progressing at an 

· ·exoeptional:ly hig~ ~ate. 

:!:I Aa:c~rd.ing to the 1940 Census, agriculture (e:~tcluding the value of the land 
~ ' .. ' ' • - ' < 

itself) .. ,· industry and: servic~~=J· absorbed 34.2 thousand .million. cruzeiros in 1939. 
. • • . . . • ~· ' . • ' • . • I - '" ! 

In· ther.'Sam~ yea:r 1 there were ab£>Ut J.4 million gainfully ~ployed pers~ne (popula-.. . 
tion· Ceflf?ua sta:t;Lstics)_.._ Hence. the capital investment_ pe~ gainfully employed. 

person was.- .~bq;ut- 21440 cruzeiros which ,at 1947 pri.ces, ~epresenta about 8,000 
• I • • • • 

C!11zeiros,.. · Jn ~9.50 gross capital fnrmation 8.lJlOunted ,-~o 25,176 million 1947 

cruzeir.os. (see Cha:p~-er. I, App~ndix G). 'J711us e.seum~ng1 that 50 per c.ent o.f this 
. ' -

. .-:ea. pi tal was {lbso~b~Lby :r~-equipmep.t 1 BJ1.c1 allowing for the i~o~ease of about 350 

thousand persons in the employable population in 1950, it will be found that the 

amount of capital investment in increased productivity rose to 9,788 million 

1947 cruzeiros, Given that the total labour force by the end of 1950 should 

have stoo~ at ~7.8 million persons, the increase in the capital investment per 

gainfully employed person would appear to be 550 cruzeiros, that is, e. rise of 

6.9 per cent as compared with the 81 000 cruzeiros referred to above. 

/[actors restricting 
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-F~ctors restr.t<:tiw ~e.conom9, .~t7yelopm.ex:t .• ::. 

.. It wa;s .pqintq~ .~t ~n th~ Pl.'~c.ed~;tlB, SJ~ction. ~4F-t· ~~o~omic deve_l()pment 

-presuppos,es ~ncreas,:l.~. papit~l: inver3.tment ip .;t.he p;rod4-c;tiye . prS':J0";E. The. 
·' .. - .. . .. . . .. . . '. ''- -, \ . 

. 1ntens:U'ioa:t1on of capital f.ormation is therefore the essential p::·c s-.l.r;:1ition 
. ,.. •• .: • • . ~ . ' • ,; • '., • '• • • 

of ,a 'higher ,re.ter-;of __ d~ve:lPPmeJ'l:t.o~-·

 We, S1b.~l; :proceed :to ap.a.J.~Z-~ .. th.e .three p~~nc~-pal, obstacles to the 
' " ' ' ' • ~ • • • .• ' ~ •: 1 .. , ~ ~ , ~ ' ' ! ... ; \ • 

0 
' 

1 

e:x;p~e:l..~;of',:c;apital ifo~~tio~ :in Bf'~1U,_: ~~~,,; .. ~) the low level .o: ;t'6a:L per 

c-a.pi:ta i~c:ar~e_;,_. ;:1;>,). J;Q.I:\c1~.quate ~apac~~y ~o itJl'Por~; . ~d c ):)I!e:ffi~i~nt
U<'tiil-1:~~~-i~.-.o:f'. :ava:Ua.ble c.api,tal. . ..... . . ~- ·• .{ ._ .. ,, '.· '' "' . .... ' . ;, ~ . . ~ 

·, ., f•·d'J.1~A{IJ..h~ 1 fiirs_t.::qbstacle to t~ _e.ccelerat1pn of devel~Pi.nS" capi.~al ~~n:ation 
in :~:Br.:~~:it~.:!.~: t~p.~ l,;qw ley~l, t;>f, real per capita incqme, since'· ~s is· gener.ail~ 

' - . . ; . ' ' '. . i. -~ ' . ~ : . ', . ·. ; ' . :· 

recognized, the capa9ity t.o sav.e ~~ a ;t'Wlction of the level of :r;:eal income. 

nc>we;v~,. the rest;r.l~tiv~, ~p:f'l~~~ o~ tfis ,ra~to_r. is to a cei~a~~ ext~ni offset 
l:!.Y. 4he .siz~ of .,t.he domestic market,. If J on the one hand~ the individu~l- - .... - . 

:·:.c~p~c~~y, to .. save J..s limited, .on ·t~;"'~t_~~-~ '· Brazil'~ ·:Lar&<~op~l~tis~···~nrib±~~s 
. '· · · · -~ • -· .... :. ~ . ··· ! · ~ ··-~- 1, -<:·~ r. · , . . .. ; ··. , ;-, 

the country to benefit to some Qxtent from the e<:onomic advantages of mass·· 

,pr.O~!lqtiC?no~. W,e. ~~, de~ling ~~r.e 
1

~t~ .~ f~d~ni~~ :-~~-~b~im 
1

0f the. ~r6c~srl Of 

d~Y~l:O'P\Qent, that. is. tq .,~~, t~e optimum utilization of tecbnicalresources. 
 ._ .... ··• - •.•• __ d;., ..... •. _',jl.'lll'lr"~ ._· '-;.··.; .... ·;.:.~_;,:: •. _~. '"{'.;~~:-.\~-:;·4~,-·.- .. ~:.:.· ~ ·-~.· ·- .. ~- ·,. 

}llb.~:.~ca]JS.c,ity tp install and \lee .productive tm1ts of an 9ptimum 'size at a given 
. • • •. • • ·,, ~ • ~· -~ ., • • :. • -~ : _r_ ' "' • :·. / ~ 

;teo.l:~ical.,level )lith a coun4ry's own resources depends on the level of real 
. . ; ; . . ' . ' . . . .. --~' .,, t, ;.,('~ --~./ : : i ~- ~ :; • : : . 

per capita income and the size of the po~.~+atiol!-• .. Cle~~y, a country with a 
• · ~ ~ · ... • .-. •• ~- v, .... ~;'". t.. .:~~·--·~- ·-= d: .. -"'i ... r. 

 , . .:::l)Pf:U~.filot-4.;1?n.:,t.w.ic;:e as lWge as 1;.hat of. anothG~, but with a real per capita 
. .. . '· . ,·,. . . . .: . . . ·:: . .. ~ ., . . . 

, itDeP'!Jle, o~ly o~-thir9- of the_.other•a, is.relatively less able to take full 
~ . • ' ~ . . . • ·: •. ' .· ._ . ' ' ~ l ; . - j -~ ~ .. ~-- .~J·~ ~f :. 

·:104T-Mt~~:.o:f tl,J.e.ec.o?-'lo¢.:c ben~:;>:fit.a qf.ll!~~ p;r~d\lction. Other things being 
·•·• · •• •• -- ... .. ~ ~ ., .- :"· ~- .. :' • "'-d -~~ .. 1-.:·} -~--:c 

-~ . .e,q"~';,_}:lo~ver,. t;~,-!iq.~e. of .t!le ~opulation. if! ~ou,btedly a factor of 
• ' _..~ ~ o' '• ~ .. •; \ . •7' I ~ . : r i~:~.•!-.. tf~!.1J}:• .. '!\ ( 

:l~.at$~jr~#.l):~~~:).f_i~.~ce ~ -~ It ~a ~rue th~~ a co~n~;rr)n~y ?V~.::.c?~ {·~~~~, _ : 
- • . • . ··,. ~ - .1 ··• ·~ ;.#: ~"t-~ j lU .:~tJ:.J 

limitations of th.e d .. o~atic mer~t by es'j:.~bfistiing export. industries, but such 
•• \ ., '. \.. .... •.• :• .',¥ ., • ~.: ... -' h •. -~ • • • .;.: .;~·-· ! ;· -~- rr..;,.r;·_J'f .: x~~li!~:n~l .. :,,~~"'·;. 

a solution implies relatively large capital availabilities. · 

·:_· .. ": -.·:.~)l~{J!~~.r:.-~~ -~hf )?,~P;P~~~~~'~n.,~~·', t~~r~.f_~~e.,,, a.,t_~:t~~~:~~~·~-~:t::~~-~~me-_·-;· 
e~te~t: dheOkB·'~hK negative.; .dn.:C·ibu.~~Afl; .o~~~~,ow .~~:r·capi~~~ ):.~~?Jllf1. J?ii -~;f'~ic· / 
d.e'veto-pme~'t~-;-': ·'tiow~ve~ ,: . fi', cfe~a:ftr;re~ti-1'c:l·h~-· etf'e:et .doe~ <~hta-irrrsi:-;l~r;~fit may 

eql;ally be !arf!,1le'w jt·bat l;oV l)er;,:.e~~.!~,·~f!~rv·:l~ ... ~f!li1-R~~:¥~:/<? :~,~fiv.~ -~ull 
advantage from a large population, 

/The second 
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The second limitation erisea· ri'om tD.adequat~ capacity to iinpor:t. tbe 

·. capital goods, necessary for the ti-'MSf6tmatibn of'' savings· ·into ·real investme-nt. 

The indices of gross capital formation and :·or the capacity to. import are pl:otted 

on Chart 4. The.'reiatively intensive de:Veiopme~t of capitai formation will be 

noted. In order to transform savings into capitai gobde, nra:z ii has been 
compelled not only to· int~~ffy d~st:i.c prod'Uction of these goode in relative 

terms, ]j but also to modify the .structure of: ·:its· impbrte. Thus between 1945 

and 1950, imports of capitalgoode expanded e.t an e:vei-'~e :annual rate ot' 25.9 

'Per cent, whilst imports of consumer goods; includine fuel, increa.Sed at en 

av~ragerate of 1~.3 '[>er cent~gj Even sb, the shere 'of,.imported capital goode 

in the total suPl?l;Y' of this clsas 'of goods (exclud~ buildirls materi~s); 
r'ell from 68.8 -per 'c~nt.· in 1947 to '50~9 .per c~nt in 1950. 

. ·. ( . I . . ', • ' . ' , . 

The capacity to import has been increaaiilg·lY absorbed by other 1.e.ss 

~las tic imp~rts than' capit.al ~~od~, such 8s 'be.Bic chemicals and fuel. ·A drastic 
,. • • ,I ~ ·' . ~ ' ' ·,' • ·• •. . ·.' , , ~ ~' • • . • • • • . . 

readjustment in the structure of imports thus becomes essential, the development 

of' do~stic pr~duction 'o:f -O~pital &OOd~ ~ore urgent at'ill... . . ' 

fu c~rtain ~pects ~ ·h~~~~r, tbese ~asures COincide 1 SinCe the ShOrtage 
' •; * :, • ,: ,1, 

1 

.' .' ;, •:: ~ ',;_ •• 1 •· •' •• t • .f 1 ; • ~- • ~· • • , • • : • 

of consumer goods -- and especiall7 of. durable consumer goods· ..... resulting from 

the pref'e~nce :fOr im~o~t~ of': ~~pit;.;,l ~s~ds tends to direct tbft smB.ll capit·al 
· .• ' . :.•. . ; t . . . . ' ,\ .• . •' •. 

available towards the 'Production of such consumer goods 1 to the detriumt of 

investment ·1n the production of c'apital goods • 
• r : . • • .. . . • . • t 

We arrive· thus at the. third factor which limits economic· development in 

Brazil: t~ ~fficient utilization of ~vailable capital~ . MUch, of course, 

rema1na to-~ d_one· in c6nnex'lon with the organization and rationalizatiOif tif 

production. Boweve'r, the rationalif.ation of' manufacturinS methods'·. is :tn 'itself 
-:~ ' . ; . ., :' ·' , ; .· ' . . . ' ; . ' . ·' ' '. . ' . ;. ' 

. one of the higher manifestations of technique, and there can therefore ·w· no 

~ati~nalitation without 'the. Prior improvement of technique.,;
,I . •· '. • ' ; ~ 

]J D.91JI6stic pr~uct1oA of capit,al goode· ino,re~ed at an· annuAl rate of 
; ·a per o~nt' between 1945 'and 'l95d·, whereas :the ·rate of inoreaso. of :J ' . ( . 
rthe\·p~oduotion of cons~r goo9& .. wae 3.9.p~r c~nt (see C~p'li.e~ I,. te.~le 7). 

y ~n tueia are ·excluded the a'Veraee 'mmual'rate ot orpaQfJion·is· 
8.5 per cent. 

/This problem 
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·This problem lias· ':importe:ht' ~(joficimic ~onseq~~net3a, some of which have 

beeri dealt ·with prev1ouslY iri the r~porta- of the Economic Commission for 

Latin America..)/ .. 

A 'thorough 'analysia····of' ·the .Brazilian cotton textile· industry, carried 

out 'in 195·0 by the Commission's exp:erts, On.ce again brot:~ght to the fore the 

problem of the very low efficiency of labour, resulting from the techriical 

· m&thods' appl·ied in the industry·. At 'the same time, however, the analysis · 

stressed other important aspects of the problem. Thus, thero is an apparent 

vast age of· labour hot only ih fac't'ories where the equ.i'pment ia outworn 'and 

obsolete·, but alst~ in p-lants eciuippea with the most· moaern· machinery~-: -Tnis· 

ph!momenon is of considerable·. ·impo..,.t'ance; and is connected with the general 

. pX'oblem of productiVity, some 8.8-;)':l~·:::,s of ~·hldh Will be iiwe'~t'iga:tcd belOW~E_/ 
·For· the' titoo being,. it mu.Bt be C!it· l,:::<.che·c "Ghat loW ef'ficioncy< bf• labour should 

not be confused with impropAr u::::!.-~..i ~'1:i: j Ji."'. of the: fixed ce.pital a.v&1lable-

In 'fac-t, it is precisely wt:0i-e e"f'·?::~:::ll,r,c~r ls lo-wo'et·t,:1at the· attempt is very 

often made to obtain a: higher· rie'it'i f:;·c·ri· fixed capital tha.n would ·be usual · 

.: nil'der norirlal c'onditiona. · In' :O'jf.le.:.• w:)rcl-s 1 t':w· low ef:t'ide'ncy· of· labour· in·, 
• 

countries Sucih as J3razil is one atrpect of the problem. of the· 'ShGrtaee·. Of' 

capital~ Ih '·such circumstances, the raising of efficiency by liJ.eanB'· of' ·

. ·l"e.tionali2.ation, involving only a. saving of la"uour, may' offer small, if not.. 

infinitesimal, economic advantage from. the domDs.tic point 'ot·· view,-.3./ \.Ulles's· the 

labour sur-plus can be put to'·use'; ·.From. t.he pol!J.t of view ot the enterprise 

·itseJ.f, there is little incentive· to the i:1troduction of more rat iSm~l manuf-ac-

turing methods, since the. cost "f the labour unit is relat·:1vely :Small in 

proportion to the total ·cost of 'the product. The· report; bf the Com'uiasion 

shows that the repercusai·on of a savil"..g in· labour on 1costs· of' production is 

7 to 8 ti\:ne.s greater· in United States textile industry than in that o:f Brazil. 

Taldne into acco\.Ult· the fact that a substantital "'pro.~t of· the apparent labour 

1/ See Economic Survey of Latin America~~' Chapter v. 
·2:1.- : .. see ·cha.ptei• IV,· be low • 

.. ... :.· . . :' : . -~.' ... ::· '. . ,.,,.

]./ RetionaliEation might entail certain disadvantages when an undertaking has 
been established with foreign capital, since it would involve a reduction of 
expenditure on wages and an increase in profits. When -profits are not re­
invested but remitted abroad, rationalization v111 entail a loss to the 
country .. 1h which the undertaking is located. 

/surplus in 
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~lUl'1'1,:1S .~n tho fnct"!.r;!.es counterbn:).e.p,ces. the ex.cess-yield of capital, it 
• : ,t _.r; , , 

becomes. evident that th~ reduction .in labour costs accruing. from ration~lization 

would be much less than might at first be supposed. 

The Great significance of. tJ1;e rationalization of lu.bour in highly 

industrialized countries is due to the high level of wages. and the shortage of 
' ' . ' . . 

la:bour. When these two factors are .not both pres.en~, the reduction of industrial 

employment by means of rationalization leads ;to .the formation of a labour uurrlus .. , .. ~ . 

which, unless it can be absorbed at the same level of productivity, exerts 

press~e. on wages, and in ~ count-ry exporting primary :products 'i:Y pc;>seibly 

contribute to a deterioration in t-he terms of trade. On .. the other h~, the 

lowering of ~e~l wages (actuf'.l or virtual), provided _it does not affect the 

p~ice of imported equipment, will modify the ratio of t~ cost of equipment to 

. wages. in favour of the former, thus discouraging investment 41 fixed capital for 

the raising of ~roductivity. 

The~e comments are not intended to prove the uselessness of rationaliza­

tion, which necessarily accompanies the technical improvement and modernization 

of equipment, The sole purpose of these observations is to show that org~ization 

d 1 tl ith t 1 h l Onl~dceerrtain eve ops concurren y w a coun ry s economy as a w o ~· Y/ 

conditions of general development is it possible to make use of all the 

resources of the scientific organization of labour, which in turn makes possible 

high levels of productivity. 

Nor should it be assumed from what has been said that little can be 

done in an economy such aa that of Brazil with a .view to the. bei;ter utilization 

of the capital available. An enormous amount remains to be done as regards the 

co-ordination of investm;nts. Recently an attempt was made to draw up a. 

systematic general plan of Government investment, but the problem of integrating 

this with ~rivate investments is only now beginning to be studied.±~ This 

task of _integ:ration will certainly be ea.s ier once a general ~lan of development 

has been formulated. 

One of the tasks of the recently established National Council of E()onomy 
under ita Statutes is to draw up a general ~lan of· investment for Brazil • 

/J:n the 
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In the following section, same of the outstanding problems of the 

 pr.~~e~J: ... Ph~e~ .()~,e~OP.Ollli~· deX~~9P;~~ ~-~~,zil ~lt:tH-;~·Pft. .~a~t ,wit~4· The solution 

9:C: ·,;th~~\;:wiil;L,, ~ .-f~C?~l~ ~ ~-4- &·' croz;u~~-d~);,ng,.~e.pl ·~~,.-~ ~f,~~·~·· on ~tb:~. ba;a;ij pfv a 

@m~re;l.Pf~ ~9~. ~ve;l<l!li7J.8I?-1t.~.. 

; Sortl& :rirobl:em~ ar:J.I'Sing ·f.rom·:the 'preaent ·phase df develloJ)!eht ; ·· ·· 

,1 .. _[, t,·;· .. Tii~;c·moi:J1) B&~iOUS problerll Connected" W'ith ·the ·prest!Jht stlige' o:f-'econdinic 

·deve·lepment of Braz!l ·is probably that of intensifying ihvestme'rit ·hi the. tm:dic 

 se-6t6l's;'-.. :thst ta; transport/ power and basic'· industries. 'There'are·'i:n ·!act·;~ 
, , · , . ! _,{ . • t ~'' · , • • ' . · ~ •' • · ~ . ' • ' 'I ; ; ' ··:. _.,; 

~~wo · ~para'te· 1problema here,· but· their solutions are interdependent. · On tbe · 

·one·· hand, the· development o:f' ·transport and of p6wer··proauct1on during the ~at 

two:··aeea~ ht:fs 'been relatively retarded; Unless 'the pressiittfprobleril;bf·~~~~) 
~ - · · · · . ~. ~ ' . · · · ' • , . · ' ·i -.. '. ·. , I ·. ': . . J. 

eq:Ui'imiettt.' is' solved and' tlle.' ri~ed tor an izllprovement of the' ·services renderecr by 
t '··· •. t ' . • . . / :· 'f ,· /' e• ,"• "., : .0. r"' I' 

the~ 'twcf'eeciorti '•ie met, til'i'present 'rate ot developmeri:t' cirih6t1 'be maintained 

or intensified. On the other hand, pa"Bt'·~xperfence seems to".haVe ad~tf~-~iy; 
~pi..ovi1d:1 4!islli1 U:iere·: is ~rf little possibility of-s:6lving·'t.hie p:tt>ol~m without first 

liaeo~!.:OP:!rli{'thei''bai:d.c" industries, that 'is, those which make 'possible: th~':aci~~tic 

:P+o&iet1~t o't·:"part of the ~u:ipinent 'which 1 ti:l solution makes· ~ece~E3df-:/ ::ih"'; ·.1 

'"hrere-e.Sing' amounts... Hol-ieve~, 'thE( installation and opera:tion of these' IK~\i;~;t1ies 
'·presuppoae'if p~r and. transport· av~ilabili tie~·: · T'O ac-hi~rve an optlm~ ~6l~'t1on 
tfan 'ihe ecbnOmic pchrit of 'View, therefore' 'the 't\.,o' problema' must be' cona:l'~~d 

:·. as' irtterc~ruiec'tad.'

·,The' f~c\ ~~t th~se ~wcV'difficl,U t-ies can only be d6al t with in:, ' · 
•. ,_.,.• ' •• ,•.: . • 'l' l; .··· 

conjunction does not imply that they spring from the same causes. The !l~~d .!-o 
in~ri~ffy'i~~~~-t.meni''iri ·t~an~port and ener.gy ·p~odu~tion derives. ~rom th~· slow 

:··~·.~ . · ,. ·~~··. ·-~ .£.' . .. •1 : '·
1

, ;, ,·' . _ • ··',. • • ~ .. - .•. ' "r.,:_
1 

• • •• -. • • • < . · ":.; .: 
development in these two sectors dur1ne; the-past twenty years, where~!=' the. 

'• r~·G . .,;~: ... ~ . ._~-:·:-· ·.··," .:···~;- ';•"";•·· ~·:· •, ···;. J, ~-,.. ~ • ••• ·:. ·:· , ... ' .... ; • • ', ; !·~ •. • 

necessity to intensify development <:>f the basic ·industries. is a consequence, 
.._. j _:· ... ~-- ·. ·' ~.: .... ( ,._ 1

- ••• _,· :~.1· _ .. ·-~~:.- ,, . '·<t·' .' l !~~~:. :: .. ·'·.· :··::: .·~:' . ' 

rather, of inadequate capacity to'import. The latter difficulty is therefore 
... '.t:~~: ,'\ . .'".··:.::,..!:: .. ~.'·-~· ; _ _.·.·~ -.~.. . ....... (".' ..... ~~·-~;!'.~;'; _., .. ·•:.'•· t.··\.· -·' • ,·· .. 

more deep-rooted; a tact which must be kept· in mind when a cotm,non eolution is 
:. ',. ·. ' .... ~- ... ·., .. ·-:· -~1· t·_-··. • . ' ' • ., _ .. ( __ - ·~:····· • ••. • .. ' " ' -=~ 

l>Eting sought.'' ':Ifl I'ad·.;· 1f-'we se~k to remove the 'former dffflculty without' 

taking into account the latter, the inadequacy of the capacity to import will 

be aggravated. On the other hand, the gravity of the first diff:i,c'Ulty whi. be 

. dimlriiehe'd to' tli~ ~-i~ilk:til~~ ·p~o~~afi" f~i~~·de .l;~·::. e·ikin~;j_;g. ~~ ~ -~e~~n~·:· . •:' 
. ,..\1.:}'!'··..;·.;(,1, ,'\·:··::·;· ·.: . ·. 
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tt Brd.z-tl: ts -uRa.ble -to·mmn.tfadtttr&··jart''Of .tnef :ct:tpitlal·-goodf!:Wlitc!h it 

reqblireB 1n-il1Cr(i)a9illg que:.ntit'ires f"Ol" ~ttfJ. :cle'Velbpment; •the 'lil'l!i tati-ori 'Of· foreign 

means of payment Will constitute a strong check ori: .such-:developmftt,. ·-The , · 

experience of the past few years 1s. ,instruott ve in this c.onnexion. · ~e qua.p.tum 
o,f, imports of cap1t~.g~~t1B <l~re~~~d.~~y-·26.:.0 p~ .. -~~~~ ·b~~ee~ .l947.·anci''l§5·o~ 

• ') J . - . • ' ' "- - ' ~ • .-. " . . . • ~ ~ • • . • . . 

thoug~ th~ir ,va.ll,le in relation_ t() the ~ue Qf Jill imports a~ o~nt pri~e.fiJ, 
. . . ... .... '· -- . ' . . ./ ' 

increas_~d from 37.9 per oen:t; ,_to 40 .per .. cent'· . The taot that the QU.~ly .of ~E1Pi tal 
, ~ •. • 1'. • '4 , ·· • • ~ • • • , ' I . ! ' '' ' • ' ' , ' • ' • 

SOC?;ds _(excluding b!!ilding ); . w.s able t_o Qver~take .th~,-.19~ 1. level .l>Y. 1950 ~a . ~e 
,. ~ '. ~ • • • • • • ~ J • • • • ... • . • 

_,to th~ substantia; ~n~~ase., o~ <lopleS~'-c .Pr<?~ction1 whiqh r?~~ by. 58 ;~r1 ce~t 
~v~r ~t period. Thus 1 g1 ven _.th~t tpe demand for capi ta;L gooQ.s. ~+~es. more 

.• ·. . .. • ' £, ·'•' .. • . . ' . . ' ( . .1' 

 ~a:pid.ly ,t¥-n ~e ca~ci~y to. 'fl~rt .th~1::it Js:._assent~~ .that .the_ produe.~~~ of 
f14Ch goods should develop ~re inte~~.v~. ~ . demand for. them. ·. Hei).c,e .th~ •. need .. - . . . . ~. . .. . . ~ ,, \ . . . 

~~- st~~late. ~nve.~~~t,,~ ~h~B. .~~-c~~-~- .
As an example 1 let v..s ~qnsi~:r" the .qlle.ation of _trezlspor~1 Whi;~h is of 

. •• . . t ,. • • • • '; ~ • • • .. . • . '• ' • ; • • ' - • ,. ; 

 enormous imp?~~ce ~~ ~e pre~en~ stage. ~: ~il1_s '-~~~c. q.e~el~~n~., .~e 
re .. equipment of Brazil* s railroad system. at. present requires some .. 120 .. to 150. 

:' ; '. . ';·~ '·. ', .· .• :. 'l .. : ~ ' . ; .· '\ . ,. : . '"· . . ·.·· . . .. .' 

t~ousand tons of rails, 5 or 6 thousand ~oke and coaches, ~sever~. p~ed 
looo~tives- per annum •. The purc~~f3'·dr all this ~terial abr~<l -: beartng 1n 

• ' ' ' ' ' • • ' ~ ' I ~ : > • • ., - •' ; ' '· ~-

mind also that ita volume will tend to increase·- would constitute too heaVy a 
.. buraen on the balance oi:~ pa;ylllents ,· ~d would entail reduci~. lmports ·~'! 0°~~~ . . . . ~ . 

goods which it IIAY not be possible to produce at the present stage o:f' the 
' .. ' • . . • • • . ., . .. .I ~ . . •• .J . • • ' • ' ' • 

country's :devel6plilent. It is natural, there:f'ore, that Brazil should seek to 
•" ~ . . . . .;. : .· ,.: . . . . ~: . ( .. ; . . ~. .. . . ~. ~·; 

prodlioe ·an ihoreasins ·proportion of the equipment required.· Hilt thiS l>roblem 
•.. • t'• d~ ··1·. ~ :''·~"-•• ~;:~·· •• ·• ~ •• '·,. ~ "':. :-:-:·.~:_ •• ;":.··.·· ~ 

c'arinot be solved: independently·· of· that of the power to be used ~or the railways 
, • · , I .• , , . ·.,. · .. • . 

1 
• _ • • , • • ,.t • . • ,.. , ~ I _ . • ; , : _ f " . ·•· , • t ; ;._ 

and 'of 'the productfve oapaotty of the domestic iron and steel industry~ . 

!t is well ~o~ that 1~' r~cent ·yaara the leacUng ~zt~ian:· x:a1iwaya 

have undertaken ati exteneive.l>rogramm~' of replacein~nt 6f steam: ~~i~es .by. . 

diesel e~:Lnes.Y.' Thee~ ch~e~ ertd~ntiy r~u6w: ~he lt~es d1~~ted.· b; the·. 
'   

-~--- ..  !/ Between .1945 and. 1949' 1 COal OOnsUlilpt{on' of the .Central Railway of Bra~ il was 

· reciuO'ed-froDi'5l6;569' to 4i7 ,899 t~~ ;;h6~~a~ Jlqutd ~e:C~on~ption i~~ 
creased _ft:om ? 1~61 to 59,214 tons •. The same consumption trends were recorded 
on other ma1n railway lines 1 . such as the Santos-Jundiai and the Sorooabana. 

/financial 
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·fill$1}~.1~1-~.PQS;J. tio:n.. o~ tpe .ra~~W'li:r~, e,ince 1 t i~ :tllOre, e.conC?IGc to use the liquid 
\ .' 1 tt,. ' . f .. ; -' ; ~ -· ~' "~-· . t • • 1 . . •..- .. . . ' 

fuel~,; Hovever, the "Santa C4~~1~. c~l ._which ~e .~sed for the :produc"t;.ion of 
.... •~ ' ' ~ • ' > I H •• ''. "• ., : , < • ~ • _.: ! ! ~ : 0 - o :.( ' 

m~tall~~pal. cpke .lu:s,; to ;qe .su}Jrn1?~e4 1?0 ~ :pro<;es~. of.:,washine ¥hich, inyolvee the 

. eim}ll~~ .. ~;-oduP..ti~ .~!:~~am coal ,at.a .. re,t.io of 4 tans ot s~a.tn Goal to 

.ever:r. J.~s of ,me~ll~gia~J,.. ook~h ... Between 19~9 ~9- .. 1949.1 the P:r<?P<>rtion of 
. ,,.· ,. . .... . .· .. : ..... . . . . . . .·· '·' ·. . ·,:·.; 

d~.st:i,c,,c.~l}~~umeQ.,by ·~~ Vq1W. :Redoncia,?<?k:~ry ha,s ~~reased.; One of the 

. nas()na .pu~ fo:rw•;r:-9.. to e.xplajJ.l this doo;reaEJe 1~ .. that+~~nationa+ I!l4rket for 
; • : . . ' . -- -. ~. • ' • . • ' .. ·' . .. • >,. .. ... 

iJ:Jtq~ ceal*~as bee~;. S~~t 0~.· tB fP )EL ~f.J~ ~f coptr~ction. The replacement 

-Jof ,steazp. bY.,.,d~esel .. lpe~ottveiiJ therefqre npt 9llly. implies gre~ter ,f.oreisn 
\ . '·"' . .. . . ~ . ' ' . ,. ' ~ .. ' . . ' .. . (' . 

~~xcl}~s,. e~~ndit~~ :f~~ ~iquid. ~1, but .,:!J.l.al.s? ~~pel the iron.~q. steel 

."~nd~etry. .. to ,increase .~~penditure on raw materials.., W:4ich must. "pe pa1Q. for in .... .... ~l ' i ,.. 

~f:o~~-~ ~r9~nc,r. ',
. The:re .is. e~j,~J. ~?tb~r .~~~c~ of.' tJ:le. p;roblem~ It h~~ ~een arpd. that 

·,~tAe: r,a1:I:wa.ys .must 1~~ .. ~ir ~ttes 1~ or~r · .. ~. 9om.pete with ~otor ~~hiclea, 

;whi~h have inc~ased .. "ti~Jl.d.OU~J.y in n~be.r.~ dur:t.ng ·the .. past ~~w .yea.;r~ .•. The very . : . . . . ; ·. . . ; -,.. ·- ~ ' . ~ ... ~ ' . . \ ' - ... 

,fac,t ~t th,,.c.9sts of mqtor .,tranep~~t~- 1n.cl'?td1~ ~~es .• n"tf ~~running 
expeqeee-,. are l~gely paid in f9.~18Q. .exchange,.. me~s .1qlat .~1s fOl'J1l· qt,.transport 

• , • , - • I , • , 0 0 • .\, o, ~ , t • ~- , •f , • 

 ha.~ ~en ,greatly, Qenefi~d l:)y ~e e.:l(cll,ange policJ,. Furthermore, ·the .su~etantial 
. . .· . .... . ., -· .. '•, ' . ' ', ..... 

 '1nve,etment made l;>y ·t.b,e Gov~~~n t ;tn r~d builQ.ipg during :!:;he :past :few .years 
-·, , ._ _ .. ,. • • , •• ,1.. .\. :. 1 __ • . _, ., •• _ ... ;;' r .,. •. . . • ... , ., . , . , • 1 • • 

}le.~ &le.~. coD;tribu"tie4 ~ :tbe ,~advantage. ;?f thia ~fotm. of tran~port •• · · ·· .. 
• -~ : . . ' • t- • • . • • . • . \ • 

, ~here is thus a .whole ch~in of interconnected phenOlllena: ;the; 

.l>re~ere~:tial ~:velopmen,t of mqtor t~an91>ort 1 ·the rise of liqu,id fuel consumption 
,.·, . ' . . ' 

.P.Il the railways,. ·~~ fall in coal production and. the COJ;llpan:~.tively reduced 
- • • " • • • • • • • ' 1 ' -' ~ : 

,cons.u~nption of ,domestic coking co.al •. A problem auch ae th:te must be coneidered 

frOill ~e p0111-t of yi~w bot,h o~, the mpet e.conom1c utilization O'f the available 
J' • • ,. .. ', .. . • • • .. . . 

~ ' . . 
capital and of :P.reee~t. and proaP.ecti ~e foreign exchange resottt"ces.~ .. Obviously, 

mqtor tr1;tc~ haye _ind.isputable ~conomic advantages. in a country such as Brazil 
• . • • 4 • •• • • l ' • ' • • 

w:i th a low degree of traffic dens1 ~Y, o~er the greater p.al"t .of 1 ts terrftbry • . ' ·. - . ·, . 

However, the expansion of motor transport is being carried out concurrently with 

that of the modern railways serving areas of greater economic density; a fact 

large+r due to the inadequacy of these railways, the capacity of which has not 

kept up w1 th the development of production. The problem, therefore 
1 

is not 

necessarily one of competitive transport rates; but this need not prevent us 

from considering the quest1~ of the comparative advantage to domestic econom.v 

of directing investments i~to one or other of these forme of transport. 

lEven eo 
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.Even;ao .:f~r !£8 :tb.e cost .J.n forei~ e~cha,:nge is conee.tt)~d, .'-t should 

. be. retaembel,"edJth~t in.motor tran!EJport depreci~tion is mo;e rapid and 'tuel 
. . ·-· ~' . ... ' . . .·" ' ' 

.consumption per freisht. ton ,is. grea~,r •. The l';l~e~ere_ntial deve_lopnent of motor 
· .. '· \ ' . ' 

. transport thus te.nd.s .:to inc~as~ e>perating .co~t~. 1~ f.orei~ exchange ,more 
"" • ' .. , •• . ;: • , • ~ "I • . . , 

~rapidly'. ~e ~-:may be. ~id. .of inves~nt expend! ture in ·foreign exchange . . . . .,•. . --: . : . . . . : ..... .'. •. ~. 

· ·atnee very few- motor ~ehiqlee ~.even ase~mbled in Brazil, iwllereas a good d.ee.J. 
' ' • ''/' j' I • :·,' 

oftbe rolling stock a.pd. ~11o1ay m.ater~al, is now produced by domestic industry. 
"' '"' I - • • • ' • . ) t ., ~ 1 J 

U~doubtedl;y. the pr9'b+em would be radiea+J..y. enaneeC,.' if' there were any 
, .. .· • !. • - J .t. --~ ~ . . . .-':'\ '~ ' : . ' 

pose!bilit.y .. of a sub stan ti.a+ deve+op!!lent of d;~_stic petroleum proQJic tion o:r, 
. . . ~ . ' . . ~ . '' . 

-~' . 

alwrnativeJ.y, o(;in9~~.s.i~. ~e ;conewnpti.on of. hydroe~~ctr1c power on the 

railW&;re .tp th4;1 necee&ar;Y;, ex~nt:• .· Giv~n ~e ex.istence of ~trole~. ;-de~~~i ts 
. ' ' . . .· .. 

in the country 1 the development of petroleum production .is primariJJ. ~. ~atter 

of;. technique and of c~pi~l •. ,. However, expfi'-'J.e'.lce seems ·to have proved beyond 
• . • • - ~ J . ~ • ., • ~ ' •• 

do~t tha.t in .. this sector .the. ~ffic.ulti,es, have,.not always been so+xed. .,by . .. .. , .. . . . . . .... . .. 

·. applicat~~ of strictly. ee~~c. CTi teri,a •. ~ring· the past -few Ye.~s ~me 
. . ' .. " ,. t . •.··. • ; . ·' • . • • • • . ~ ·: ·, 

pro~.S$ bas been·~de in,_th~ e.J_ec~if:f.c~tion of the railways; ele.c~ic power 
. . ' . . -· . .. . ,., : 

.. cooeumption j,n this branch of. tr.anspprt increased between 1945 a.qci'- 1949 fran . . . . ._ .... - .. . . . ' 

.223 million to 3l3 :~111,~. T~e .:rast hy~oelect~ic potential of $e a·rea 
. . . . . - . '} -~- . .. -. ' . 

· served by .the. leaP,ins raillf&Y& sugses.~e ;gr&a;~ .. P,~esibil~ties in this field, If 
. - ~ . . • . ;Jf- • .. '. • < 

a feasibl,e ·f!lOlution is to be. found ip this. d1r~ct1on 1 however, .electric power 
,' . . . , .. ·' ' •. ·. 

ine:tallati9nf!J: must be expanded at a considerably higher rate .. than that recorded 

dur.ins the :east twenty yea!s~ Moreover, _this need to inc_r~ase ~e prod)1Ction 
. 4 .. 

of ·h;rdroe~eotric power is ,one ,of the ~sic. problems confront~g Brazil ,in 
·•.. , - ~ 7· :. :·. 

· · 1 ts pl'eEJent phase of d.eve1o~I}t• As will be shown below 1 , the cm:eumpt1on of 
... . .. 

hydroelectric power is developing much ~ore. sl~lr,y t.Qan. _Brazil • e development 
~ . .. . ( . ~ ; ; ' : .: ' 

require~. One .of ~e detrimen~l results of this is that +:n the transport 
', • I ' • • > ~ 4, I I 

systems, of. th~ ~ax:-~r c~t~e~, ~atne are being repla.ce.d by buse~, with a 

coneequentr~ee.-in for~igt} ~~change cost~. 

/Fran what,
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J'romrwhht ii'ae."e~~.r.~a:ld.· 16n''~t:r.anspdlft··~.:¢Wer.r·i.t·w1U be seen that, 

;'duT-int{the past 'r$11-"yeais{~'C)~tt'rig~c~S'·~whtc:h ·lllttltt .·'be. ·fiaid. for ·in foretgri 

exchange'' have ; tericieid l' th ~fnoieeise ''ratl\'ef>:7t)iah ·:cte el"ease . in . the'ee t'Wd bae1 c ' ee dtors . 

!toil, 81ve'i1 that' tM>eap&eft1·ttc>·tim~o:Pt,'dG8ac:r:iot•:tncree:se:.'in step 'Wfth :tru;':v.Biue 

of' tn~e'st.tUent t arid". that' tlie : ope.i'fitirls:?~rtaea' irf· fo:t;e1-gn exch- enttitb'd 'by 

!inve~nt ?ixicreaee ·at(~a- monf'thari prei\ort1e>nate · rate.j ·1 t iEI··=clea.r that'·!~:it.hout 
exl1a.nd:i:tig the ··prOduction ·:.of" capt:tiSl "goods' thf) :·rate' 'of-: develo~nt. m\uf~. ~r.force 

.,be 'te·au·eed:· ·

·The~ :Pr04uctf6n of capi taJ: · goods"aann&t poss1bly be -:'increased -wtthbut 

 . first ~~i·he· ·the,. capacity :of the iren 'aM steel indue try.!, In i§;o·;: thbu·gb 
 te 'w~·-workirie ·at f'llit 'caP&otty; the "1riduetty:wae unable 'to·1tieet thre~-liou~s of 
1--: .• r~·t·_··~··•\ I { ., J,.,. . • . . . ,>.. . ... . .,, . : .. . ~ ... '. ·.~ .,. .; ' ... , 
the mark:et'demana. 'The problemS which depend·fur·the1r eolutiori.-'on·:the"';;· 

'~~ipa.ns:iorl ot' irort and <ste~i:' production ::a,~ nuinbe~le'as. . One of: the mo~t ~- ', . ' 
>·luip6~~~t' of these 'i·~;'tM mass 'production: of' transpOrt ·matenai·. : Dorile.sttc "\ 

prad'Jctioh ·or rati~· a.:CreMt ~ij~tS ... eubs:tanttai ~art~ci:r :B~a~·riJs,·'·req~frb~rits, 
._rid. 'til~· :iiame.1Dl8y ~ eatd. of ra1lwq ~ t~ucks~ ' '.t'h· prbducttbri: t)r. d:i6s~l. '~dtO~s ot 

 ··~··'~· .' ' ... ;. J·.,. .~. . ,~· . "' . ~ ~~-~ ;·_ •: • ... •. . ' f .. : ' /· . ~- :'· ·... . .:·:··:-._ ·l':·_· ~ 
· mo:re than 1000 BP is" now being 1nv&sti'sa~a ,..w'i th. a:··v!ew. to establ1sh1'ns complete 

lOiestic~J?r04.uoti'dJ·¢f"'tl1is: t;Y:Pe··c;r l6com.o~ive'~.Y si*'e~ .b6we~~:r{ ll'tael1~~oductton 
cEUln'ot'bt,''tnc~aa·~·a 6"~r·a (short. periOd; the'"e:l(pa.nstoh'ot 1ndustry:~1l.l :;, ·, 

• ' ' · ·r ' '· ' ·• ~·. • · ~ · •• . ~ " I · • t ' • •· .., · ' :' ' : ' ' ~ 

necessarily' entail increased' detisand ·for 1mpOrts~of this· bae1c material; ' The same 
A :• •, 

0 ~-: •• 0 >, , O•(: I, " , ~ •t'•. O ; ' ... ~ :· ... 0 
0 0 '~ 0 o, ' • , 0 

O ; • .~ ; • , 

 ap:Pl1es ·,to . the motor tritck. and- au tbmObile . 1Mustry ;··,in Tilhich·~cone 1darab1~ · 'develop-

'~nt· is 'no1f"t8li:ing :Piac~~ ~i:s· explains the' efforts Which Brazil has beeti -~king 
sil'lce 1949 to ausmant appreciably the pr6ductfve caJ)ac1 ty of its ·iron' ahd ~teel 

-~ ,>,:. ~ ... . • ,. . • . . -· • • •. 1 . • • • • • ' '· -: / ~ 

'1rid-ustry. · Nevertheless· f'fnano18l: difficulties end,- es'pec:tall;r, ·'Brazil's restricted 
··cal>ac.it:Y · t6' 11mp<>rt,·· 118.\r~ 'delayaa·:euch ~xplnsion unt'11 1951.

 Jj This fe another :~speot of· the; quest1oti of d1lfecting ihvesttnents:. what type 

~r-··~qti1pn~'nt·'~lfould be' g:tvel'l prl~r1ty or' 1n~el3tment? .:a-:razil~ does not' yet 

inbutacturaiste'atnlocomdtiveif, 'tlto~gb'"it bi'fere a giea.ter market :rC>;.theee 
 (ai/~pi te the: 'd'iff:tc'ult~~s: bieatetf by iack of etandatd'ization). ~he ;!' 

 ~ufid:ttire 0~ dieseli'1oconl6t!~'a· co~s~ona·s to th~· pr.Oapects' of: inbreased 

 demarl~P roF'tli~nfin\ v1e.,;·;Bi:ttie !•bul're·n~·lil~s- 6r· ~a ·ieacting ·railway;·· . 

'' 
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Thft~ c~1.nnp~~~ .-of ~ther p~\.Jc~,. ;~ which .. the: most pnporta.nt are 
' \ I ' ~ ' . • ·, . : )'~ , • ~ '>, ' 

bae+c ~~mt~-~': ~a ~n~~~ ~"t?~J'~ ~t ~, ~%1CNaa1~, ~~- in_ t11e wake pf economic 
~ . I ~ ._ • . t "\.~ ' • '•· '''J { ' ' • . 

development;.. . SomQ of these produc~ are . used 1n industry and othe~s in . 
• • . • • : ~ • ·' . • '. .(' ' : .~ ."..,' . t ' ' .' • ' : ,. t •} • ' ,' : -· r' ' • . 

~gricul ture. r.~ t})ey cannot 1?e suppli~d by dQDJeetie p~odus:tion they .:tend. to 
. . - ' . . ~ ! - ,' . . . . ' ' ·. ; . . .. -~- ·. ':. . . • ~ # ·- ( • • ' 

abao:r;-1? _& _ grow1:ng pro:pG~~~ ~~ fo~i$1 e~Clwlge ,: C&~sing, 4 rise in ~0~1,8Q 
• • • • , ' I ~ l • o ' ' • ' ' ' 

1 
·'' ~ • •' ' ' 0 

.. e.~~~ . eXP,Snd;~ ture . ~or '\Ohe coup~ ~.s _aeon~ as a .whole. . . I:t i;s easy, -. ~~re-
. l " ~ • • . - \' . • : ... ' • • • ' . . . ' ' . 

to;ra 1 to ~ what f{peci&l att,entton is. ~ina gi~en a-li. t.lle p~s~nt ·11.~ .. ~~ . 
• I • ' : ' •. o ' o , ~ ." .• '. ' -' I o• ~ • • ' • '• I' • • • • 

Brazil's economic development to the problem (Jf the baste chemical i~u$tr1e~ • 

. . s~. progress has bee%l_.JJ18de 1n -~e ~riod und~r _rey_;ew. -;..reference should be 
~.' •• {.··· < •• ' ~·:. 'i ' ·,. ~ .. ' . ~ ' . f '·- } { •. • •i . ~ > , -

made in_ this connex1on to t4e car'Qonization process ·at the. Volta Redonda c~ry, 
'; • ,• ; • ~ ' • ' w • •: I ~ : ·- ': - ' • -~ . ' • ' . ' ' • 

and the establishment of several modern factories for the production of sult*uric 
• j . ; c '. ' .• • ' :_ '• .· ; t. . l • ~ : f. .. ' - . • ,·: • - ~ ~ ) 

&c1d and electrolytic caustic sodQ. R~ver, the problem of the utilization of 
·, .· . . . . . . ~ ·r: . .: .. ·, . • . . : _., l' : ,. 

coal. ... bearing pyrites has not yet been sol:~ed, though the ~ufacture of. sulphuric 
! ; ' ', .. _':. ' • ,. ,: ·' • I~:·~ • I, • ' •• ' . , J • . ,, .' ' ' • • • ' 

ac1d depends almost entirely on fore~~_ supplies of eu~J:hur; .nor has &!lY prqgress 
:. . ' , ' .. ~ . .: , . ,o ·. -;_· .; ; ·: . . . . • • 'r •.• ? . : . . • • ~ . ' . ' " 

been made towards the larse-scal.e production of soda. aeb.. and caustic soda. The 
... . ' ~-. . · .• t .-_ . :' ~ ~- ·._· •. _:. . ~ .. _ ~ ~ -~ .• .' :--; -. ·- . . ~ .: ; ~ ., : . _,· : 

e.nnual consumption of allrAlis canputed in terms of sod~ aab, stands at abou.t. 
_ • •• • • # • ·: ~·- ~, ,.,. • , .. f._ • . . . . . • , ·- . · ~· -, . - - - ·. • r,. · ,. . . " . . - · , 
'i5C:·ooo ~one; and reve8is &n uj,wa.rd treUd,. ·. 'Tb.e feasibility of ~e~bltsh1ng ~ 

~ , • ; \ ! ( ~ : , r , I "lf ! t •. '~ •, ' ~ • • f, ' • , -\, .• :; ~ !;, t 'i ~ -~: ~ , 0 . ' , • , ,-

Solvay :Plant of medium siz~. lte.e been prov~d, &:nd the Bra~iliap. Goyernment. has 
' :,· : • t I' •"' ;~' ·:- ,'~~.,. ', ~·. : I • • . '• • . •. '' ·:' ' •, • ' I • • ' ' ,; 

umertakE?~,.'t?, -~et, ~p -!l~ch ~~pl~:·~ _ H~re 1 ~ fn the c~~~- o.f:~-~leum, the 
problem of technique is at least as v1tsl as that of capital resources. If 

' ... • ~ ·• f • • .. : • • :-: -~ • - . ' .. : .• ••. ~ • • • • . ' • 

techn~~ians, ca~ot be. obtained"frolll. ab~~.r._ the lJI.O~t p~pt1ca1 solution .w~l ~ to 

~rain the111, '-1;1 -Bi-t;l.~ .. ii -: ·~~in a._ pv~ and· tler~ps, U,.Soluble pro~lem fQr_.:a cou~tr;y 
-~uffering from a,shorta~ of capital~ 

• ,· ,' · ,· , •; t o,' 1 , , 

. _Before leaving the subJect of, ~1c chemical industry, we must, cle-v:ote 

sO!fte at~ntion to the. p~obiem' of fe-~1:1,1!-ers. Consum.pt1~ of these has expanded . ', . . . . . . . . 

comsiderably during the period under review, and will have to increase at an 

even greater rate in the tuture if BrfJ.z1l intends, $.8 't;hf:) needs of ita. economic 
' ; • r, ; , '• ' '. t • : J ' ? : ;.. ' • .· ' •" . ~ 

~evelo~nt derpand,_ t~ improve-~ effic,ien9Y ~ ;ts~•sr~~~~ture. The 

1aqrea.sed consumption of fer~+l1z~rs~1n ~- leat two years is due tQ tvp matn 
• :.._• • -; > ••• ' • • ••• • .. • ' 

factors. The. first 1s. ~ 4ct that .ef;t'orte ~re b~,.ng. 1!1$de to reclaim increasing 
. . . -., ; .. ' - '. . • l'' '. •,~ . ": ~ -' ' : l .• :, .... • • ' 

~ee.s qf the old land_s .exhausted ~Y e~~ru,:~.ye cul tiva~ion. Some of the 
.,. • ' . ' • ' . ' 'I ,. ' . • • f • I • . ' ~ ~ • 

eolon1ze.t1on eX})erim&ntq ca~ed out ill sao P~ulo, tor inetance, have. recently 
0 } (. 0 •>.. : .~ ( 'I( ; J. ··: ' o' ,1 > I; " ' \.,~ • ' • ; ' ' .- ; ' 

shown that 1 t may be more economic to recover the old eoffee 1~~ for agricul-

tural production (to •et local demand and 'for dairy cattle breeding} than to 

~e. a,ay from the u~ in ee&1"Ch o'f v1rg1n soil. The second factor is 

the interest ~ by the re-eant devsla,pmen:t of the large, aemi-abandon&d 
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· : ~.,·In ei.dd 1 t~on-.to ~ ·:CWtf ':fifCtora Wirl:ch l'J&ve. le-") to': et" sharp increase in 

the 'tOMubtption ~ 1"er.t:il1~t'&; 'dtli&nri btt• &. ~i-e ge)1e-r&1, · riat\lre must 'al~6: lJe taken 

into account,··~ w1:111lak& tbe~!lYk·;f'&1t'·wttl1·1nc:i$aains e-ff'ac.t.· It 'ie 
rec~sni~ed:. t'tlat. the. ~!~irked.. cohtratt.ibn:: !!1 the! pMee· of' Bri.~htan ·agr1ou1tural 

 eXpOrt _.prodttcta. whiall· ~m, -'We-ll .. !tn~:~·; ei!)be-' tJi&:~gm.&t depresaion·1 he led 

tarmera, who are -.xtoua to lower their. co*t&' of' produc\ion· to-ignore ·to-t&il:r tke 

:need for Jna~tain!ng aoil fertility ,..._ a<bonslderatton Wh1ch ts'larQ91Y disregarded 

 e"e~·u~e.r ncmnal"condit1one because ·of th~ v•et··tracts· ot ·v:t:t~ eo1l \tv&Uable • 
. , • • . £. 

·The· .~sultthM been ·a-eha:rp dcJol~·-1n tl\e ·:rleld o:C the ·soU durin$· 'bJl8 ~fit 
. 4ecadEt; ' a Sf&ve d~r for·c·}\ratil,jDB!e:ea :tzi'veatDlent 1n asrtoultu~ is'':if>."dreaeed, 

r 0 r < I o.), ·~· 

,.~ eos.t ~of e.gricul tural producti'on 1n. terJU 'Of -h~ labour w111 · tend \to rise. · 

 . , , · ' .. The recove~ of agricultural prteae in tlie ·s.ocOnd·:h&it"of'" the ~46•s lee!. 

to. $Q.b~tanttal .. ·1nveatment ·in agrloulture·, ~;this· 1n tUm'~haa tntetUJ·if1ed··: the 

~ tor tetrt1l11e:H. Like·· the bUic ·cW•tctll~ produc·te·:·uaJcf: 1ri iMlist~, 

 f'ertUi,e:ra actU&lly represent o})ftatt'RS: coa't* i and tend tO, .bi".re-qu~red ''lrl 
.1ncl,"$ae1ns quanttttea., .- ·.Unless B~11: ·:auc;o~ds 1n buUdtrig up,Jl~rge~'ijb~e.; 

·J)X'qdtlet~.on Of. SUCh good,&" 1 .'.$'xpmdi ture of fOre i·Sll' 8XC~ f'Orf agriCUl tul"f/ .cannot . 

'Il:.-; ifaj·: in· :the :prtoe . ot coffee. ~ the ca~c1 't~ ':~ tmi,o:rt < • 

.. • : ' • . • • : : '. • : ' ~ ' . • ' ' • , J. . • • • • •• t, .. ' ,,, J!. ~- :" 

.~.·~·.fi~ua ~onaequencea of B~til'slfm~·~c! capactt)' ·to ~ttri~r·t·, .1ti the 
' ~ • • • ~ • • • < ~ • • ' '· .. .. 

pl'esent phase of ita economic develo:pJmnt, gives particular s1gnff1'otmc~ ·•tp the 

rise in the prtce of' coffee in ~- .. int.E;t:m$t1QM,ol market si~) the end of 1949. 
 ', : . • . ~ I,. . . . ' ' , 

During the ~t. ~nt;r 1&&1'8 the importanee of' coffee's contribution to 
' . .· .·• ft ' ·' • ' ' : . ' '.' . 

the nat1onal1ttC()Die has bee.n fU\)atant1a+l3 :rriuce"-· . :til.. Chapter. m of t~is stud;r 
.. _' •. ~ ~: : ' ~ ' '1, ,; 1 

1 
' I 

1 1 

it ~s eet~~d that.~.tWe.~n 192~ and .. l929 cottee ~ontnbuted ,lllOr, ,~ 20 per 
' . ' .. t ' ~ " ,• ' . • ' 

c~,nt t~ .. :the sros.a nat~9ll81 prociuc~," :but that betwe~n 1911!5 &Jld 1949· 11(8 · e~t-e 
. ' . " . . ' 

bed fallen to ltttl~.m.or&. than .5 per ce.nt.- __ !1ll.950, w~n.~e.pr~ce iric~aee 
•• , ; • ' ••• ' f • ' ' •. .' .... • ( • ' ' • . ' •

~·place~ .1t- contributed &11ghtl7 Jl()Z'f;t,,.,.thap ~ ~~ 9t?nt·.: 

/It should 
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'  • ~ • ) ~ . ~ t ~ ~ ~ > • ,.. .. ' . .. .. • t '" .. "" " It' ilhould' ·not ~ ~s~d.;· ~~£-; tba't th8 lli:Port8.nc'~ of coffee has 
. .  _.;. •• - .... ~-~ ........ lift._,. ••• , • .,.. ........ ,. •_,, ..... •. ·-··· ........ ~,, ~~ ... ·-··.--J . ;'; 

declined ·proport10n4te!Y~ ., The' poe'itlon e'f eoffe& .1Ji 'rel$.tiorl to Bi'azil 'a 
ciipa~it;r' io btt>ot:t·hll8 ~en ~i~i-seii-'~tiltai~ci. · r:n i92'5-29':tt ··contrtbuteci 

~ · ··-~- .~ .... · t :._ ,.,.:, i'•_:~· ·' · -•• .' "-.--,. ,_.t, ••-- '" ·.:-r.::.·· ~· ~- · • •• .-~ ·.! ',_ · ·: l -· .. 

72 per· cent of tM ·current·valu'Ei ol'-e"Xporte, ·in 1945,;;.1,:9 41.2 per cent·ari.d in 1950 
':6-~8 per cent: . iihti~-i~ztfi·s~ 6A~citi 'td ~~ de'Penil6a on .fts' c6riea· ~xports 
.,·~~im6st as: :m~ch i~ "ij,o~ At!; 1~ 1925~29;:
; ..• • • ' ... ' .. _.'- . . '. . . ' ). . ' . it ;   

As" a r&su1 t~ B'r&zil's· baJ.anee ot' paymentS is now stfl.l more sensitive 
_ .. :_.,_-:'_:~ 1'-··.:t ~ ,f ''! • . .'·. ·-: !;-~.' .· ...... , ·-~ •• ·t-, :·,; ., ..•.. , •1_, ·.,- ~ ... ·- ... :-.. • - ~ -~~- ~. 
.tb nuct'uation8 1ri the qtia.ntuin and value of' its coffee exports, ~SinQe;'while it 

: ti&S subeeeded! tri' 'gradually f'~~ing:fti~ 'uti~ income.;:t'rom-'tM; 1nrtuerice of 
:., . .i-~- . _'; I' • ~ \. • \ ... .a. .• "" ,;- .. ···• .. • . ':.'·.: ;.''' . ·_ :-::: ·-· ~;- .. :-. -'1 .. • ·-· ,.. ,; : _ .. : • 

at'ffee prOduction, it has not· 'Deen alSle to do as ·much for itS caJ16cit,- to import. 
f • ' -~ . . ' ... -'·. ~. . • • ~- t .,~· • .• 1.. .• • :_, ,.. • ·: • ,. • • •• • ' : :. •• • • • • • •• 

· !f · tbEf ·'q.uantum or· value of coffeiV exports were naw tO be reduced, the decrease 
. ' ~ : ' .. .. • ' ' • • .. _. ' ·' ' . ; .· ~- • i .• . :. _:. . ~-- l \ '. ' . • ·. • .. . : 

would hot aff~j"ct the national income tO "the s8lile "extent as it would have done 
; torme~i'~~· ·so ~t "tli~ :rasuitin8· 1decii~ :; iil:: tJ1i,· d~mand 'for ~imp~rts·· ~~uld ·be 

' prcportiotA~lf lOWer: ;• :Bu~· ~~'C:fta till lh Cbff~\e expo~ would at'fect 'the 
.. . , • " .' . • • , • ' 0 ' : ~. .• ' ~ . ; ' ~ 4 .",- ._.. ; ' ' ' • ' ·, · · • ._. 0. ' f ' • , I· o ;, I , , :. .: . :· 1 

capacity to 1m~ort Just&~ stronSly now as' in the past, ·&rid its pressure on the 

_b8lafice 'of 1pa:yient$ wobld <tlie'refbre·:ih ·f'~et b~ ·~ater~ · .. Ib other wofd!l the 

:'"effect:of &,.dhanSe tri'·~··prt6e cit coff'~e on·'n&tional'inc'~ would 'n~:-68 'four 

times lees than 1n the period 1925 .. 29; thus any such modification ·w6uld'ha:tre 

much less effect em ~. de~·: fo:r · ~mpo_rtfH__ ~~we!~r, c~:s: in ~~ ·:·~~~~ of 

 ,.coffe~.J~~""i.~Yf.t- y~_,a.ffe'*· t~e PN>fl.~_i;tY.. to .. imP?rt ~9, t~ Sfll'8:.e=ftent now as in the 
. • 1- .•• , • f - • - • . ~ - ..> ' • • • • • ' ·, • - • • ' ' 

 ~st_. .. ~p~e, t}.l~1r_po~1,t1v~.o~ ne.se:~'-Je .. _t~-q~nce on thf' ~~lan,((e of __ t~e is 
l . ~- ... 1 .,. • • . • • · r • • ~~"' ..., • . • ..--. • • • ( · 

-_~ate.~ • .

. _. ::•. . Oll. ~e ~o;e '· ~-- ri!i'~ .1n. ~e,._pri~. o~r c;p~.f~e_ ~(neEt .: :th~ end of' 1949 
; .~P~~enW, a QY~~~c~ re??veey: .~t8f4P~; ~Y .. ~)rar;t~~Y 9.f t~qtors~ _,.#In Q:ha~ 5 the 
il)de~ ~f coffee expo~. P.ri?e~ is .cqqtpa~d w1tb th~t .. of l}_~111a.n Jmport ,prices, 

; . -1; · 0 
"" • .~ I., ., t .. ~ , t , • f l. ; • • • . ~ r; . ~ , ~· ,' .-": ~ , , :J ; 

, ~t ~ & riow. to +llus:t:r&.~ipg. the nucyaJlt1ea~ 9f cpffe~.'e P,1).:rcl1as1ng power 1n 
~ -. • ; . , . . ..,. . . r ' ,· \ •. . . - . ; . ' 

._the w~rl~. "rqt,, J:t ,will be see!l,f'rom -tm1s. ~llar"t ~at .in, the cyclical upswing *· 't ... ,. .. ' •. . . ' .. .. ~ .. ,- . . ' ' ... ' - . ~- . 

ot the 30's coffee 4-oes not appe~r :to }lave .~de any 8rJ?ProG1able recovery; .• and . ... ' ·- . .. . ,· ...... - . . .... . ". .. .. . 

in fact, the coffee depression which began in 1930 lasted for about 19 years. 

/The long 
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The long period 'of depressed coffee prices led to a fundamental change 

in the age~structure of 'the plantations, resulting in the progressive. 

predomination of· older tree's. In Chapter III it is attempted to· sho"' that the 

conseouencea cif the ageing of the coffee plantations will be felt throughout the 

whole of the present decade, arid that substantial investments will be reou:t.red if 

the pr-esent· level of production is to be maintained. But even the maintenance· of 

present levels of production will mean· a reduction of Brazil's capacity to export 

coffee, since, as IllBY be seen t'rom Chart 6, domestic consumption during the past 

few years has been supplied by stocks accumulated dUring the precedinrs period. 

There are no grounds to assu:me that Brazil will be able -to raiae the 

level of coffee production before 1955. During· the next tew years, therefore, 

coffee e:>..-ports will probably remaJn e.t about the 1950 ·level, which was well below 

the annual average for the precedtng f!ve-year.period. 

The influence of coffee on the capacity to import during the next few 

years will depend essentially on the ratio-of!the price of coffee to· import pFices. 

If the· price of coff'ee remains at the· 1950 level, the recent rise in_ Brazil • a 

capacity to import will be gradually cancelled, since import prices tend to increar 

If, moreover, the t-elative·price ·of coffee i's not maintained at a high'level; it 

is hardly likely that coffee cultivation will attract·the· extensive investments 

neces·sa:cy to maintain or surpass the present level of production. : · If these 

investments are not made, the tendency of the level of·production to fall noted in 

the ·past twenty years will continue; owihg to the very low proportion of new trees. 

In this case, disequilibrhun. between supply and demand will..be aggravated, with 

serious effects on the level of coffee consumption throughout the .world. 

General Terms of the Problem 

Brazil's capacity to import remained virtually stagnant bet~reen 1945 

and 1949, and though it rose considerably ~~ 1950 as a r~sult of the impr~vement 

in the terms of trade, the contractual oblig~tions assumed in p~evious years to' 

cover deficits in the balance of. paymentJ/m.ade it .impos~ible to recover in 1950 

1/ The rise in the price of coffee meant an influx of more than 300 million 

dollars to Brazil in 1950, but outstanding commercial debts which had to be pajf. 

before the end of that year amounted to some 200 million dollars. 

/the 1947 
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the- 1947 level of total imports, end especially of capital goods. ' · 

An increase .in the capaoi,ty to import during the period under review 

result·ing from an increase in the quantum of exports (had: this been possible) 

wc>u1d: have involved reducing the supply of goode manufactured in Brazil for 

domestic use. This problem mus·t be given careful consideration in connex5.on 

with the formulation of investment policy, since· the objective, in the lest 

resort, is the optimum utilization of -the ecar'Ce ·capital available • . -·.If', as has 

been stated, one of the most serious obstacles to economic development :i.e the 

shortage. of external means of payment, it must also be remembered that in the 

post-war period Brazil's exports• have been paid for to a large extent in 

currencies having limited ciroulat:f.on. It has thus been iJ11Posstble to obtain 

the most suitable imports for Brazil in return· for its exports. 

An alternative path to increased caPACity to import liee through 

improved terms of trade ):1 The rise in the prtce· of coffee, together with 

other ,factors,· led to a substantial· improvement in Brazil' a capac·i ty to import 

during 1950. . Provided that there. ia no fall in the quantum of exports, the 

present level of'erport prices should stimulate economic deVelopment, ·at least 

until it is overtaken by import prices, and assuming that there are no 

difficulties in obtaining capital goode in ·the international mar~et. 

During the period under review, operating costs in~ra~il in terms of 

foreign exchange increased both absolutely and relatively·. The country now 

requires relatively·greater imports of fuel e,nd·basic products consumed by its 

industries and agricul.t,ure . 

. During the first stage of .its development, Bratil was able to solve 

this problem by progressively modifying the structure of its iiilJ;lorts, reducing 

the proportion of foodstuffs, light manufactures .and other goods increasingly 
' . . . ' ., 

)) Ce.pacity to import may also be increased by the :investment of foreign' . 

capital and will then tend to decline in inverse proportion to'the cost of 

servicing of such capital. 

· · .~produol~d 
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produced in Brazili ':'The:possibilities of this method, however, have to all 

intents and purposes been exhausted.l/ In this connexion one further comment 

should be made; namely, that the demand for the cons'U!ller goods imported by 

Brazil during the first stage referred to above increased instep with the 

growth of the·population, but more slowly than reo.l·income,5./ whereas the 

demand for the goods imported at·preaent is increasing·with the populaticu, 

but more rapidly than the 6xpa.nsion·of.real income. Since these goods ere 

intended for productive processes (industrial metals, basic chemical products, 

fuel eto.), demand for them tends to rise together with the volume cf 

investments, which in ita turn i.ncreasea at a f.S!'eater rate th~n real income 

during the process of eo6noin1c development. Thus, Brazilian fuel imports 

expanded between 1945 and 1950 at an average annual.rete of 26.7 per·oent and 

imports of basic chemical products ·at an average annual rate of 24.8 per cent. 

The products included in these two categories, which in 1945constituted 

13.3 per cent of the total quantum of il.llports, had risen by 1950 to 23.1 :per 

cent. If steel imports developed at a much lower rate, this was due to the 

substantial expansion of domestic production, as will be shown in Chapter II. 

Thus, even if exports should rise at the same rate as real income, ~J! 

paribus, demand for imports will always tend to exceed the capacity to import. 

However, past experience has amply proved that the capacity to import does not 

rise in step with real income, much leas with the volume of investments: a 

fact which may be noted, in connexion with the recent period, from Chart 4. 

1/ Brazilian imports classified as "essential" by the Bank of BrazH, 
constituted 90 per cent of the total value of imports in 1949 and 92 per 
cent in the first half of 1950. Durable consu~r goods, such as passenger 
automobiles, motor-cycles, refrigerators, radio receivers etc. are not 
considered "essential ", though there is little or no domest:J.c :production 
of such articles. 

~/ In countries where real per capita income is very low, the demand for 
certain consumer goods increases at a great~r rate than real income; but it 
must be remembered that this phenomenon is due to the existence of social 
classes whose basic consumption is subnormal; and the coefficient of 
imports of such classes is very low. 

/It may be 
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It may be concluded from the above that in order to continue its 

economic development, Brazil needs at its present stage to lower or at least 

check the rise· in operating costs in terms of foreign exch.ange. Hence the 

urgent need to direct inveetments into the basic sectors: the :production of 

hydroelectric power, fuel, industrial metals., ·chemical :products etc. Only. 

when this has been accomplished will the.necessary conditions e?Cist for the 

establisl'unent of large engineering industries, enabling Brazil to produce the 

heavy eauipment and modern vehicles of every type which it will reouire in great 

C1Uantities at a higher stage of its development. If, however, an increasing 

proportion of the capacity to import is used to cover operating costs, it .will 

become increasingly difficult to import the·~Jpecialized eo:uipment and the 

technicians essential for the installation of such industries, and for. the 

maintenance of others at the level of technical develop~nt obtainingi.n the 

great industrial centres. 

I CHl\.Pl'ER I. 
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CHAPI'ER I. PRODUCTION OF GOODS AND CAPITAL FORMATION 

Production of goods 

Dur:trig 1950, the production of goods in Brazil.incre~sed,by 3.7 per cer"t 

as compared with the p~eceding' year. This rate of expansion is low~r. than the 

post-war average,· which· was about 4.9·\per cent per year. Production· of geode w·3s 
• 

26.5 per cent higher: in 1956 than during the laat year of the war, but the per 

capita increase' during the same period was only .. 14. 3 per cent; . th,at is, an annual 

rate of increase of 2.8 per cent·. · This ,may be teken as an approximate inclex of 

the rate of expansion .of real 'i'ncome dtiring ·recent yeara )J 

Table 1. ;Brazil: Fluctuations in t~e_z.:oduct~:cn · ofj,poo.s ~~uri!lfLi~_J.erio_£ 

1942:.::.9?0 

Years.. Value in 
millions 
of 1947 
cruzeiros 

Index Annual · , Index of 
fluct'uation .. ·· per cap:i't;a 
(as· a per- .produ~t1on 
ce~tage) 

A11nual · 
fluctuation 
(as a per-
. centage) 

1945 
1946 
1947 
1948 
1949 
1950 

72,699 
78,226 
77,517 
85,160 

'88,669 
91,993 

100 
107.6 
106.6 
117.1 
122.0 
126.5 

7.6 
0.9 

. 9.8 
4.2 
'3.7 

100 
105.5 
102 .. 4 
110.2 
112.5 

. '-114.3 

5.5 
2.9

 7.6
2.1
1.6

Note: For the calculation of the prodU'etion of goods, see.Appendix A. 

Taken separately, both primary and secondary production·increased m~e 

Or lese to the same extent petween 1945-and 1950; .w~iph~.WQ~d suggest that 

during the post-war period, Brazil maintained the.~~~~~~~:~ of .. ~~od~~tiori. whi~h: 
the special condit.iona created by the war had enableQ. .it to achieve. There was 

: :' . . ,. . 

thus no reJ?e:ti t.ion of the pro~~s~ which followed the first World Wa·r, after which 

the pre-1914 economic structure was largely re-established. 

The incree,se_ in real income may possibly have been greater, given the 
tendency for the production,of services to expand at a greater rate than that 
of goods~ In Appendix A 'v~r.ious aspects o·f this problem characteristic of 
under-developed countries are discussed. It must be borne 'in mind, . moreover 
that part of the goo~s produced are exported; which accounts far the reper­
cussions of fluctuations in terms- of t;rade . on i the level of real income. 

'/In ·ao f~r
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In so far as the production of' goods is concerned, the. period und.er 

review may be divided into two stages. During the first (1945-47), significant 

readjustments took place as a result of the return to normal forei.gn 'l:;rade 

condi tioris, and of th~ accelerated expansion of prfmary productj on. During t.be 

second (1948~50), a g~eater development of secondary production may be noted, 

though -pritnary pr.oductioh_. continued to develo·p Uninterruptedly. 

~he indices of ~nufactUrfng production contained in Table 34, 
Chapter III, demonstrate that the decline of industrial product":ton during the 

'nret st~ge. refe~red to above was largely d~e to the si tul:rt:ton in the cotton 

textile industry, which contributes· about one•fourt·h of ·all ind;uetriel prod.Uction 

and.suffered a sharp fall in exports beginn1ng in.l946. Similarly, there was a 
... . '·' . 

sudden contraction in the production of vegetable oils, which had. expanded, partly 

to meet demand in the export market, during the war. So~ foodstuffs industries 

were similaz:ly affected, as a·:x:~su1t of the intensification of exports of raw 

products, or of the. fall 1~ imports of ra~ .materials. The flour .milling industrJ! ..... · .. .... . 

is a case in point. 

While it suffered the effects of a contraction in the market for 

several products which during the war enjoyed a privileged position -- for 

example, strategic products -- primary produetfon benefited by the strong foreign 

demand for agricultural and cattle ~oducts which made itself felt in the years 
. ·~ . 

immediately following the war~ 

Brazil: .Fluctuatioria in ~rimer: arld ~econdary.productio~ur~~ the 
. . ·. ' ·~rio~. 194:2~1950 

Table 2. 

Year~ Index of 
primary· 

. production 

1945 
1946 
1947 
1948 
1949· 
1950 

(Average) 

100.0 
109.0 
110.7 

. 116.!) 
122~4 
128.5'

Annual rise 
' · (percentage) 

9.0 
1.6 
4.8 
5.5· 
5.0 
5.2 

Index of 
secondary 

product :I. on 

100.0 
106.3 
102.8 
118.2 
121.6 
124.7 

~: · For the ~a1c~1at1on of the ·indices see Appendix A. 

Annue.1 rise 
(percentage) 

6.3 
- 3.3 
15.0 
2.9 
2.5 
4.7 

There has been little change in the relative importance of the groups 

constituting primary production. Mining production, which represents lees than 

1 per cent ofthe total product:l.on of goode, suffered a slight decline in some 

/branches 
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branches, corresponding to ,t'he contraction of the market for strategic products. 

However, the increase in iron ore production during the following yea~s enable~ 
' '• ~· 

the general rate of development to be maintained. Production in the vegetable 

extractive industr;Jfell from 1.9 to 1.6 per cent. Of the. var:lous branches of 
. .. ' . ' 

primary production, this sector depends to the greatest extent on the foreign 

market. During the period under review, the relative importance of agricultural 

and cattle products underwent 11 t:\ile change, as will be ~een f:rom the data. 

contained in Table 3. 

Table J . ;B;;.ra;:;;;z::.:i;.;l;.;::._.;:;R;;.e:;.la;;:.·t~i;;.;v;.,;::e~i,;;m;li;.po.;:.;rt:;... :..::a::;n;;;:c;.;:e-:-:;,o;;.f,_t:..;:h:..;e~v..;:a;;.r,:;.io:::-,ur;.:s~b~r::o:a~n;;.c h;;;.e;;..;s;......:o;.;;f__.;.t;;.;.he.;;....:;g"""o;..;o;.;;de;..;.. 
production during the period 1941-1950 

(percentage of ~otal production) 

Primar;x: productio.n Secondarl production 
Years Total Agrioul- Cattle Vegetable · Mining Total Manufac- Building 

ture breed in~ extractive turi~ 

1945 ... 48.5 36.4 9.5 1.9 0.6 51.5 45.6 5.9 
1946 49.2 37.4 9.4 . 1.8' 0.6 5().8 43.5 7.3 
1947 50.4 38.0 10.1 1.7 0~.6 49.6 43.3 6.3 
1948 48.1 35. 9 .. 9.8 1.7 0.6 51.9 46.7 5.2 
1949 48.7 36.7 9.-8 1.6 0.6 51.3. 46.4. .4.9 
1950 49.3 37.3 9.7 1.6 0.6 50~7 45.9 4.8 

Note: For source and method of calculation see Appendix A; 

Availability of goode 

In the preceding eection it was pointed out that the total production of 

goods increased at an average annual rate of about 5 per cent.- However, only a 

part of this production goes direct to the domestic market. The remainder is 

exported, and reaches the domestic market only indi-rectly, in .the form of imports . .. 
Since exports have to cover not only imports but also the debit balance of 

services, and since ·tmports are in some cases paid for by loans and by ~mpQrted 

or repatriated capital, the vol~ of goods available for. consumptjon and for 

capital formation doee not necee;earily equal the domestic prqduct5on of goods. 

· In the post-war years the. gap be-tween the production of .goods and the 

supply of goods for domestic consumption widened, the principal reason being the 

substantial debit and c~edit balances of trade, which varied bet~een a credit 

balance of 5,201 million cruzeiros in 1946 and a debit of 1,610 million .+n,l947. 

!/ This comprises vegetable products not cultivated systematically, that is, 
yerba ~' carnauba wax, rubber, certain oil-seeds and hard fibres, etc. 

/ATJBrt from 
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Apart from the direct effects of th\'3Se factors,. the avallabtli ty of 

goods may be affected by fluctuations .in the, te:rt¥.! of ~rade; i.e., a greater cc 

smeller v()lume of goods. may be imported in proportion t;o the volume of exports. 

Thus, Brazil I a terms of trade deteriorate_d to the extent. of about 10 per cent 

between 1945 and -1946, ·and improved to the same extel',lt be~ween 1948 _and 194_9. 

The influence of. tll.e terms of trade on the ava.ilabili ty o~ goode n~turally vnrJ e~~ 

with the. prop~rtion of exports t9 tqt~l production. _ Now, in 4-91~·6. about 30 per ce 

of all goods produced were exported, whereas in 1949 only about 20 per cent ~ere 

exported. This fluctuation of 10 per cent in the terms of trade may have repre­

sented a ~et decrease o;f' 3 · pe~ ·certt in av.atla:bl~ ·goods ·it:l the ·first .case ~nd a 
.. 

net increase of 2 per cent in th!3 secon~. 

-Table 4 shows that in the post-war pe~iod the_supply of goods for 

domestic consumption expanded at· a greater rate :1~ Brazil than· domesti-c 'production 

of goods. 

Table 4. Brazil: Prpduction, ex~orts, im~orts, apparent availubility of soods 

Years 

1945 
1946 
1947 
1948 
1949 
1950 

and terms of tra.de 

Produc- Exports Imports Availa-·-
tion ·- · · bilit~ 

(in millions of 1947 cruzeiros 

72,699 
78,226 
77,517 
85,160 
88,669 
91,993 

18,610 
21,153 
19,265 
18,244 
18,051 
16,738 

12,625 
14,676 
22,789 
J.8,80l 

.19, 371 .. 
20,715 

66,695 
71,749 
81,041 
85,717:. 
89,989. 
95,970 

Produc­
tion 

100.0 
107.6 
106.6 
117.1 
122.0 
126.5 

Indices 
Terms of'· Availability 

trade. . of goode 

: 100.0• 
89.7 

104.2 
96.5 

105.0 
177.4 

100-.0 
107.6 
121.5 . 
128.5 
134.9 
143 .. 9 

~: For method of calculatini av'ailable goods see Appendix B. 

The .data contained in Table 4 have been partially corrected to allow for . ' ' . 

exports consisting ?f s_tocks. accumulated during tl).e war _years. The real supply 

of goods may possiblY nqt ha.ve. inc~eas~~ as much_ as __ the index would lea~ one to 

suppose sincet th.e .. correction only covers cotton and coffee stocks. However, the 

substantial .e~pen~1 ture_ Qf m~~etary re.s.erves ~fte~ .l947 and the settlement· ~f out-.. . ·' ,, . . ' . ' . 
standing commercial accounts during 1948 and the first half of 1949 must inevitably . ,_ . ' .. ', - - . ·. 

have led to an. increase in the supp1y of goods in Braz:n. 

D~ing the period under revie~ the average annual increase in the 

production of goods was 4.9 per cent, and in the availability of goods for 

domestic consumption 7.6 per cent .• 

/Table 5. 
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Years -
1946 
1947 
1948 
1949 
1950 

(Average) 

An!!!;lal increase in pro(!.uctjon and in the 
availability of' goods 

(percentage of the preceding year) 

 PfoductiOil Availabili tz 

7.6 7.6 
0.9 13.0 
9.8 5.8 
4:2' . '5.0 
3.7 6.6 
4~9 7.6 

Source: See Table 4. 
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appare~t 

· These data show that ,during the poet-wa~ period consumptton and 

capital formation in Brazil were greater than would have been poselb1e ~y. 

the mere utilization of domestic production. thtil 1949, s.tnce there was 

no appreciable change in the terms of' trade, thts greater. ~vailability of 

goods could only have been due to the expend:!.t~re ·of reserves (in ~oney or 

goode) and to' :tinancial obligati.one cont:racted abroad ..... In 1950,, the r+se 

in the supply of goode was primi:ll:'ily due to the im:prove~nt J.n the te.rms of 

trade.

/Capital. 
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Capital Formati~n 

a} The change in the direction of inve~~ 

In order to develop ita economy, Brazi+ needs substantial inves tm,mt 

in practically every branch of economic activity. The opportuni t;y fer such 

investment is restricted by the limited extent of previous investments, rei'J 1:}.:;-t: d 

in a low rate of productivity and low per capita income. Economic developnwnt' 
' is obstructed at the very outset.by this double barrier:. the low investment of 

equipment per worker limite per capita income and this in turn limite the l~vel 

of new investment. 

The 'question is how Brazil was able to escape this vicious circle durin£. 

the twenty years following the 1929 cria{e. A~· we shoWn in the 191i9 Survey, y 
there are many indt'cations that d~ing ·the period lieginn1nglfu3o Dr~z111an econ<llzy' 
developed by its own resources~ · · 

.,The scanty· date. a.Y,ailable do not permit investigation of the mB.nner in 

which Brazilian development. was financed during thi~ period,' much less an estimate 

of the re'al volume of net' 1meetm~f 'in the courttry. Of c'ouree, production and · 

consumption are indices of economic development, but for short and medium periods 

they need to be corrected to allow for decapitalization. It must be asked, for 

instance, to what extent econQmic develop~nt during the 30's and the war years 

was counterbalanced by the deterioration of the transport system and public ser­

vices, the obsolescence of textile equipment, the loss of some 1,000 million 

coffee trees and other similar developments, 

Statistics on the Brazilian ra:l.lways will give some idea of the extent 

of the deterioration which has taken place during the past twenty years in the 

natic~l transport system. :Between 1934 and 1945 there was an increase of 

6.6 per cent in railway mileage in Bra.zil, whilst the number of locomotives rose b:. 

8.6 per cent and of trucks by 23.7 per cent. During the same period there was 

an increase cf 119.2 per cent in passen~er traffic reckoned in passenger-kilo· 

metres, and of 100.6 per cent in freight traffic reckoned in ton-kilometres, The 

state of the railway material in use at the end of the second World War proves 

that investment since 1930 has lagged behinn norma+ replacement requirements. 

Y Economic S·Jrve;y .!:2!:, Latin America ~' Chapter VIII. 

/The same 
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The same applies to the most 1mportat1t.branch of Brazilian industry-­

the cotton textile industry -- as to the railways. Less textile equipment was 

imported by Brazil between 1930 and 1945 than during 1947/49. There: ~:tre man,v 

signs to show that during the former period net investment in the cotton texUJt: 

industry ended with a necat1ve balance. 

Any stud,y of net investment in Brazil during the past hrenty J>car' 

should take into account the factor of disinvestment, or the losses suffered by 
. :' 

large-scale ac;ricultural export industry. It is kno,m, for tnstance, that the 

bulk of investment in Brazil before 1930 went to the coffee plantations. At 

the eU:d. of the 20 I a there were some 3 '000 million coffee trees in Brazil. 
·' . 

Assuming a ·cost of 1 cruze1to per tree .• this ·represents a total investment of 

3000 million cruzeiros, which represents an increase of 50 per cent over the 
;• '.. . . 

industry's capitalization according to tho 1920 census. If we assume the 
~ I > ,., ' ' 

average productive life·of a coffee tree·to be forty years and that.of indus':". 

trial equip~ent ·to be '25 y'eare, it will be .clear that the investment necessary 

for the maintenance ef the level ot. prod·wtion should have been more or less 

equivalent in both cases, fluct1~a fing 'behreen 75 and 80 rnillton cruzeiros. But 

since 1930, there has been no investment for re-eqnipment. The extent of 

decapitalization in this sector of agriculture has been revealed by the loss 

of one-third of the total nmnber of coffee trees. It is not possible to 

determine to what extent these losses have been real; or whether there has 

simply been a process of disinvestment caused by the placing of capital 
~ -. 

in other .eeotore of economic activity. A~iculture itself -- as in the 

case of cotton -- would have received part of the capital wHhdra.vm. NevertheJ ea:_ 

it would be of interest to ascertain· h¢,o~ far this replacement of long-term 

cultivation (in 'which lar(~e sums of capital are locked up),by annual crops has 

represented a process ·of disinvestment; 

The foregoing remarks are intended merely as a general co~~entary:aince 

research thus far carried out in Brazil is inadequate to justify anything more 

than conjecture in these matters. It may well be assumed, however, that since 

the 1929 crisis the Brazilian economy has undergone structural changes involving 

transfers of capital among the various sectors of production, together with a 

general redirection of investment. The economic proe,ress of the 30's and !10' s 

may largely be ascribed to these developments_, and possibly to the increase in 

savings which followed in their wake. /b) Netional 
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b) National income and ca;pi tal. formation 

The matters touched on in this section are cited merely for purposes of 

illustration, and a~e intended solely to stress the importance of the problem 

under review, since the'ri.ation.e.l irtcome of Brazil has not yet been stud:i,ed 

sufficiently to justify a more definite presontation of the problem of ca.rd L1 

formation. 

In Appendix C, an estimate has been made of the availabili t,y cf da;?itt :: 

goods in Brazil during the period 1945-50. It goes without saying that an 
:.-. 

analysis of this nature should be based on ate:tisttics· far more complete then 

those .actually available. However, it is unlj.kely t.hat ·the errors whicl). may 

have crept into the calculation are serious enoue;h to invalidate all the con­

clusions drawn from it. 1/ 
The index of the availability of capital goods has shown hro distinct 

trends in the post-war period·; Until 1947 it rises sharply, ae a result of 

the eubst~ntial increase in 1mp.orts of cupi tal eoods, which "trere jn fact tripled 

between 1945 and 1947. During the followinc p&riod, the index declines .sharply 

in 1948,: a:nd ~hough 1 t recovers in the following years, it is stil+ lower in 

1950 than in 1947. 

Y The United Nations Economic Conim.iesion for Latin America is car.rying out 

more .. extensive research in this field with a v·iew to eati1II8.ting the 

formation of capital in Brazil on.the basis of financial atatisti~s. It 

will then be poss~ble to calculate th" investments-actually made, since 

vThat is attempted in the present report is to determine the total volume 

of capital goode available to suppl~ment fixed capital or stocks of 

such capital during a given period. 

/During the 



E/CN.l2/217/Add.2 
Page .33 

During the earlier stage the supply of consumer goods increases at a 

considerably lower ra.t:e ~J1an that _,of, capif&l goods, In 1946, when :Braz.n hnd a .. . . . ~ . " . ~" . . .. . . . . 

favourable balance· ot .trf!,'d:e~ th~ S.Upply o:( coh&1:UJ1er goods diminished as ccm:pered 
, '

with the preceq~;ng year. 

Table 6 •. Brazil: Jndicea of. the.·a:vai1abili t.v of. consumer and capital goods 
, . d~rim the. p~~fod 194d-19';· ·-·:;-;::-·---·

Years ~mer so£ds· ·CaJ2i tal fjOOdS ' Total 

1945 100.0  ·ioo.o 100.0 

1946 97.6' 156.8 10''{,6 
i' 

1947 109.9 100.0' 186.3 100.0 121.5· 100.0 

1948' 123.7 112.5 156.6 84.1 128.5 105.8 

1949 128.2 116.6  169.2.  ·' . 90.9 134.9- 111.0 .

1950 •:135 . .7 123.4 r ..... , 185.1 99~4 143.9 n8.l.1 
.. ,. ' ·.

l'lote: .. see .. npte tc;> Table 7 ' 

· Imports of'eapital·go®,s} wb;ich in 1947-constituted 39.1per cent of 

the total: supply of. such goods :(as against 22 per .Qent in 1945) fell. to 

31.8 per cent of··'the·;total in 1948;. 28.1· per· cent· in 1949 and 27 ~7 per. cent 

in 1950 ~ · In the· period 1945-1950 imports. Of capi~~l goods rose at an annual 
' 

'average' rate of 25.9 per cent/ despite the CQn:t,ra,cUon which took .place in 

1947 and 1948'. 'Itnporte of crinsumer goode for th~ period as a whole' showed an 

annual rate of 'inc~ease of only 10.3 per .cent, though in 1948/50, when total 

imports· decreased in relation to l947 ;. ·the decline. -.in: imports of conE;Jumer goods 

was lese than that of capital goods. Y . : . 
The production of ~ap1tal good~ shows the same general trend as that of' 

. . - ' 

imports of such gopde. .:Between ;1.945 and 1.950} the product ion of capital eoods 
I • • : - • ' ' '• ~ • ' ·• 

expanded at a much. greater rate than that of.consum.er goods: the annual average 
' • J . • ~ ' . ' . . • • • : 

increaeea beiilS :t.4.0per cent and 3.9 per cent respectively. ·rn 1947 and 1948, 
howev-~r,. dome~tic pr~d.ucti'o~ of. 'consumer' goods 'developed more rapidly than that 
or'capita1'~'0od.s (12.4 ·pAr cent and·J· per·c~nt, rea:peotiv~ly). , It mllst be borne 
in mind, h.owever; that. the. lqw rat!:l pf ex;pa;nsion. in the domest+c p~9d1,1ction of 
ca.p.:l, tal goods in 19~1- and 1948 was due to. the sharp decline 1 n ·building. · · . 
' ~ . ' l 

!/ These. da~e. .:do~ the pQlicy of impo;t first 
applied in 1948 has failed' to' achie'Ve· positiVe 'results. A reduction in the 
capacity. tcr irnport .:f.s first f~lt .. in the- mor.~ elastic i teme which; i:p.qlude 
ca~ita;t goods. Consumer .soods 'in.clude ~ numb.er of items 1 such as fllel and 
wheat' imports of which cannot be -re'duced· ;over·· a short period. wi tlfb'ut serious. 
consequencea~·for Brazil'.s economy a.pd its.-:pq,pulaH,o~··. . , /Wable 

7 
• 
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' .. 
~'able 7. Brazil: Annual fluctuations in the total a!!!labiliti~~~ prod~~1c 1 _&~': 

·-imports of consumer ~ capital goods during the period 1')45-l'C')C 
. . . ' ~· 

Years Availabilities Production Imports 

-C onaum.er .. ·Ca. pi tal .Total Contru:mer Capital Total Consumer Capital ---- rrc• ::r 

1946 
1947 
1948 
1949 
1950 

Average· 

rote:. 

- 2.5 56.8. 7.6 2.9 38.6 7.6 - 6.4 99.8 16.· 

12.7 18.8 13.0 .; 0.6 2.)c - 0.9 56.2 53.8 55.3 
12.5 - 15.9 5.8 12.4 3.0 9.8 10.7 - 29l4- -17.5 
3.6 8.1 5.0 2.1 15.8 4.2 5.7 .. 2,8. 3.0 
5.8 9.5 6.6 2.5 10.2 3.7 6.5 7.9 7.0 

6.4 15.5 '7 .6 3.9 14.0 4.9 10.3 25.9 12.8 

For the method of calculation of the t'otal production of goode see 

Appendix A. The production of capital goode is the ~ifference between 

the total supply of this class of goode (method of calculation shown 

in Appendix c) and _imports of capital goode~ the ·c.I.F •. price of these 

being raised by 50 per cent. The production of consumer goode was 

obtained by calculating the difference between total production and 

production of capital goode. Details of iinports of capital and. consumer 

goode are shown in Table 37, Chapter V. Imports of consumer goods 

include fuel and basic chemicals. The method of calculation of the 
total supply of goode and its apportionment among consumer' arid capital 

goode is explained 1n Appendix B. 

The lack of information on replacements makes 1t imJ?osaible to estimate 

the amount of net investment. However, there is good reason to believe that much 

of the equipment purchased between 1945 and 1947 went t~ satisfy the pent-u~ 

demand for replacements postponed in the· forego ins years. In. a coun~ry where 

ievelopment is as uneq~l as in Brazil, ani estimate of the ratio between net and. 

gross inveatmente is extremely difficult.· . On the cine ·:nand, de!>reciation of 

equipment is ~Own to be. ·very considerable owing t~. the ~s~ill~d iabo~ employed, 

and to poor maintenance, the bad state of the highways etc. On the other. hand . ' 

1 t must be remembere<i that the shortage of fixed:- capital and the low wage levels 

provide incentives ~o the_' pr~tract~d "!Be of eq~i~ent .and t~e postponement of 

replacements. :'OWing to this. contradiction· ·it 1~ likely. that the level of net 

inve'stme~t. is· ·~xtremely. low in. :arazil.' if'· the term is interi>reted in :1:-ts strict 
.. ' ,,, : • • . • . • t . ' ' • ·• . • • ' •• • •· ~ ~ • ','~ ~ • • " ' 

sense. (i.e., gross investment Ixdnus depreciation and lose). If, however, it is 
.... _.;a_..,.._.._ __ ;a .... -. ---- ... _...__, ---- "'--·--.&..---· _,. ____ -- .... ··-'"~ ___ ., _______ .~-_ ... """"'~ +"""~ 
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~evel of net investment is relatively high •. It should be bol'?e in mind, moreover, 

~hat the structure of Brazil's industry and economy as a whole -:- characterized 

y a limited amount of fixed capital l)er worker -- involves a low rate of 
·, •• •• J 

·eplacement ,,., As the relative. importance -of .industry grows in relation. to econom .. ~ c 

J.ctivity as ei. whole, and as heavy industry expa.I¥1.& in relation ;to 1ndtfS~I'Y .. ~~ 

general, the rate of' replacement .tends to increase. 

·In order to·deter.mine the real rate of' capital formation, we nee~· a 

far more preoise series of· data on the .national income than is at.pres~nt 
,( ' 

available. The ·recent estimate made for the year. 1947 by. the :~tu11o ~argas 

Foundation refers to the net national product) /without any estimate ofrepla.cehlCnte 

The September 1950· issue of the Boletim do C.OJ)selho Tecnico de Econom.ta e - .. - .. --.__,_.. 
Finanoas issued by the Brazilian Ministry of Finanve. publish~s ,an eetiJDB.te o~ 

' . ' .-... '. ' 

gross product o'Ve:i-•a number of yeara; based .on the:businese t.~. If these 

data are compared with those fdr· the supply of capital goode, .shown in Appendix c, 
it will be seen that over the period 1946-1949 the< rate. ·of. gross capital formation 

stood between, 15 and. 20. per cent. 

~e 8, 

Years 

1945 

1946 

1947 

1948 

1949 

Note: -·· 

Brazil: Rate·· of capital. forn).ation over the· period 1945-1949 

Grose national 
product 

Gross investment 

125,700 

.130,100 
. 124,700 

(in millions of·l947 cruzeiros) 

13,602 

134,400 

14lr400 

21,330 

25,339 

21,.300 

23,034 

Rate of gross formation 
of capita~·-· __ _ 

10,8

16.4

20.3 

15.8 

16.3 

Investment figures do not allow for fluctuations in net cred-its abroad 
. ' . . - ' .• i . ; • ' ' 

in favour of Brazilian persona· or institutions. .' Data for the national 

product have be~n deflated on the b~sie'of'. the index of the cost of 
\ ' :·'· · ·1 I.·. : ' '. 1 . j , ' 

l~ving at Rio de Janeiro, They· constitute a.rough: ap.prPximation, and 

'are computed on the b'aaie of eales and c6ns;1~nt~tax collections and . ' , .. : . ' . 

. ~stimated fi.gur~s for produc.~ion and, ~ervicea .for the producerr e _o~m . . . . '. . •. ~- ' ' . 
benefit. The average a.nnu.al increase of the gross· oo.tional .pr~uct 

according to these data would be 3 ,l per cent over the period 19'1-5-1949; 

which is hardly likely in view of the fact that the production of goods 

during this period el.pmded at an average amual rate of 5.2 per cent. 
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Even if the·. data contained in Table $ are _treated with reserve, the::-e 
' ' 

.;an be no doubt that the availab~l,.ity of capital go9ds increased substantially 

between 1945 and 1949· •. Y Even in per;tods ~f inten~ e·cononuc activity it is 

h.B.rdly likely, however; ·the rate of gr:-oss capital: formation can be much hi'fshe-r t :.'J 

15 per 6ent· 'Of the. national income. Taking into account the f3TOWth 'of Bre.zil' [; 

population, and eapecially the changes in the em~loyment pattern, of _the population 

necesSitated by ,the .requirements of. economic development, a rate of capital 

formation o'f about 'l51·.per cent .is ratl;le; l<:M. Re.se_arch carried out during the 
.. · ·., 

past few ;years -has shown that .at the .-more ii).tensive phase of their development IDan, 
' . ~ ' . . 

countries achieved subetant.ialll hisher .. rates .. qf. capital .formation. Thus' in the .. ' . ·• ' . : . 

United~Stat~s. the aver~ge de~ennial.rate of gross investment over the period 
1880-1930 was -ab~ut .20 ~r cent .• ,.?./ ·:

0 I > ' 0 ~ 

In Appendix 0 an estimate hae peen. made . .of the proportion between 
. ' ... . . ·'' ··'. . ' '. 

GOvernment activity and p~ivate. en.ter,priae ~n ~~p~tal formation. Table 9 Shows 
' •.·· .. ,·. ; ·. 

the 'comparative ·da.ta,. caletil.atep. on __ the basis _of that estimate. 

Table 9. Brazil: Relative importance of Government activity and private 
enterprise in gross capital formation 

1945 1946 1947 .. · 1948 1949 - --- - --- ...__. 
Government 12.7 '6.5 11.4 12.8 20.4 

1950 
13.7 
66.3 Private enterprise 

Private building 

Other in~estments 

87.3 93.5 88.6 87.2 79.6.' 

56.4 48.2 34.5 37.4 33.7 
30.9 45.3 54.1 1+9.8 45.9 

3l.5 
54.8 

Total 100 100 100 100 100 100 

Source: See Appendix C • 

Y. 

Strictly speaking, ft cannot be stated that the rate of investment increased, 
since this would 1mp:cy .an increase of invest1nent in relation to the national 
income. Imports or repatriations of capital, and also the liquidation of 
bullion or foreign exchange reserves or the mere collection of outstanding 
commercial debts, misht le~. to an increase in. the availability of capital 
goods in relation to. the national econ0n11 without necessarily increasing the 
rate of capital· formation·.- · 

However, the relative importance of capital imports. in tbe. two cases shouJd 
be borne in mind~. 

/D_e api te its 
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Despite ita sharp post-war contraction, Government investment devel :'. 

;er the :period ae a whole to a much greater extent than :private investment,· 

'1e average annual rate of increase of the former over the period 1945-1950 

eing 26 :per cent and of the latter 16.1 per cent. If private buildinG is 

.ubtracted, however, the rate of increase of prive,te investment is much hiche:

::.hat of Governi:Dent investment, iwnf>l¥', 33.9 per cent. The investment of ca ,

·n bui.lding declined steadily over the whole period, dropping from 56.4 per cent 

Ul 1945 to 3i.5 per cent in 1950. 

The· data available do not pel'W:t.lllOre de:tailed ana~sis on the alloce:tion 

>f investmen-t;; among the various sectors ot the economy. It would be of, ·co.:nsiderabJ. 

·nterest, for instance to determine the total investment in industry, and we · 

·herefore offer some relevant statistics, without placing much reliance on their 

~ccuracy. In 1950 imports ·or capital goode for industry stood at some · 

3, 205 million 1947 cruzeiro$ ( c .i • .f .: }'r:t.ces}. . AJ.lowing for necessary adjustments 

_n the prices of such goode, and a.-~ that domestic production of capital 

;ood.s for industry {including buil.d:l.n8) was equal in value to imported equipment, 

'he probable amount of gross investment of fixed capital in industry during 1950 

s found to be a total of 9,614 million 1947 cruzeiros. ·This·would represent 

.bout 38 per cent of the gross total :i.nve stment 1n fixed oe.pi tal in BraziLdurinc 

.-hat year. That is not a very high proportion if we consider the dynamic role of 

~ustry in a country in process of development, with a rapidly growing population. 

;urfice it to recall that 1n Sweden, for example, where in 1949 indus·try no longer 

·layed so essential a part, it nevertheless absorbed 38 per cent of gross 

..nveetment. And in France, where efforts are being made to modify the structure 

)f tbe gainfully employed population, 46 :per cent of gross im·estrm.mt was placed 

tn industry d.ur::4'"lg the same year. !/ 
These estimates are very vague; but even allowing for a wide margin 

Jf error, they can hardly invalidate the conclue:tons which me.~· be d.re.~ from them. 

~he first of these i$ that capital formation in Brazil is inadequate to meet the 

emand.s of economic development. Secondly, the pro:po1.•tion of new capital applied 

jO industry is lower than would appear desirable, if it .is remembered that this is 

jhe only sector capable of absorbing the existing or potential surplus of 

)opulation. Evidence to support this statement 'fJJ1.1tY be :found in Chapter IV 1 

·1However~ this high rate of investment wae made possible by assistance obtained 
und.er the European Recovery Programme. See the Economic Survey for Europe 
1949, United. Nations Economic Commission for Europe:-· 
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!}lerein it is shown that during the :past five-year period industry has 
' - . ,. . ' 

absOrbed vi tually no new tab our. ''

Some riotien of the :minimum net. ·mvestment needed :in Brazil. will be . 

obtained when it is remembered. that ·the 1aboilr-for6e is nm-T.· growing -at a· 

rate of about 350., ooo persons :per :artnum. L • · · • 

· · In 1950, had the normal rate of· expansion of employment. in il~dustry. 

during the :pe~iod 1920..:1948 ;!/been ~illtained,. 'industry. would 'have absoi·bed. more 

than ioo,ooo new workers, whfchvould. lmpiy·a ne·t-investnient of e.t least 6·,ooo 
. . 2/ , . .. .· , . ·.· 
m!lllon cruzeiros. - This total would re-present ino!"e than. 60 per .cent of 

·.. ' ·. ~ 

the possible gr:-osa investment in· iil.d.Uetry dUJ;'ing 1950. · -It- -is c~:! DZ-r the.t 
··"; :• ',• .. 
SO .great an expans:(on ·of industrial employni~nt WOU:ltl.ha."fe' beBn p<"·t~atbJ.a or..ly. 

as <l;Urlng the war,· at· the cost r;>f repla~e!llerit reqU:irt:·j7,0:t1ta c;:_ld · p:cc,~.'..lctJ. v ity. 

This explains . the ta:ct that since '1945 1 when o'Ch~r factors l.ed to :an impr9Vemep.t 

1n productivity and made _it v_1rtuallY·impo3slble to po~tpc~.ne 1:.h3 :Ci:Jl':.-r:f.l~"Clont: 
r . w • •• , • ~ • • , • • • • 

of ~utwerp ·equipment, industry hae been 'u£1r.:.'de to·· co . ..-,tlzm-:> a;J,>C:.t<:.i~ . ..g labour. 

> These. remarks are _on.iy intended to ·dra-t-1 -at:·.~1·:~t:i.o~1 ~ .... ) "~:./;, · 
importanCe of capital formation in .a cotmtl'j".- lika B:tB.:dl, e.:n-:l t·o t-h~ deqirability 

ot·i-esea.rch on niethods··wereby· investment m1Sht··be i:c..:reo.&ed ac}. -.,h-3 
. . 

optimum utilization of available· capital enstU.·E;d.. 

Y . • Be~. ;1949 Survey.. 
·,'~i . :. . . 
~ .: On the' basis of the Indust'rial C.ensug of j940~ F..rd t'l'!rL-:"J;~ t~r~o a-:.;oun~<

the depreciation of' th~ cruzciiro;,it may'bt~ f;.c;r.·;:~:;:';. ~ .. -:.:.,.~. ;~h~:..-':1 ~"~·-:.~.:;a .
net inveatlrlent of,60, 000. cruzeiros per add! tim~.:::·l la'b;:,<~~·ar· e;nplOJ-::td~' ·.-·. 
1n ·ind.U:atry: during 1949. ·: 

  l · c) Goverrer.ent 
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In the preceding section l'ei'erence was made to the substantial 

increase in Government, investment .in 1949. So far no details have been 

published for the fiscal year 1950 1 but it is very probable that the 191~9 

level of Government investment was maintained. This increase in Government 

investment :i:a IJ'$~ily attributable to the application of the SALTE Plan. 

Total investment budgeted under this Plan shol..'tld reach a total of 

21,300 1000 million cruzeiros by 1954. After subtracting advance e~pend:tture 

in 1949 1 the annual investment between 1950 and 1954 still amounts to some 

41000 million cruzeiros. I·t is impossible t~ cl.eter:.uine to what extent •this 

constitutes a real increase in investment, or a mere systematization of 

ordinary Government expenditure. Howeve1•1 ,it is unlikely that the operation 

of ~he ~la.n will have adverse ef:f'e_cta o~ private investmen·t, either owing to 

the nature of the investment c~ried out under the Plan or the fonu in which it 

is :t'inancedo One of the articles of the law approvj.ng the. Plan states that 

"in order to promote the national industry the Executive Power shall, the 

technical conditions being equa1 1 ~ant preference to domestic .equipment, and 

should facilitate and deye+op 1 whenever this is technically and economically 

desirable, the creation of new industries for the manufacture of such 

equipment." It is ·thus an·ticipa.ted tha·t investments under the Plan will help 

to consolidate and expand the railway ma·terials indust,ry. 

Part of the expenditure projected under the SAL'IE Plan -- about 

10 per cent ~~ will not constitute real investment, but will consist of 

indirectly reproductive. services. At best, thel~efore, the annual yield from 

the gross total investment should be a·bout 3·5 thousand million cruzeiros. 

It should furthermore be noted that net investment under the 

SALTE Plan Will amount to lees ·bhan the total investment for postponed 

re. -equipment, For example, more than half of the t.otal expendi ture will be 

absorbed by the transport system and will go ·to replace railway rolltnc-stock 

and harbour installations. 

Ii' investment fol' the improvement of highways 1 harbo~U's and airways 

is added to that absorbed by the ra.Uway system, we obta:ln a total of 

111 346 million cruzeiros, which is equivalent to more than halt' of the total 

e.xpendi ture tmder the Plan, 

/Ep.erf?y·. 
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,>. 
Energy ):)reduction involves a relatively lower net. investment. 

the total of 3,190 ~llion cruzeiros' 1 'o50 mill ton are to be employed to 

increase the electric powe~ supply, and near;ty all the. rest ~or buildixte 

petroleum refiner~es, purchasing pe·l:irol tankers and extendinc; prospecting . ' 

operations with a view ·t.o the production of petrpleum· in. Brazil. 1-'luch of . . . ' ... 

Of 

the investment budgeted. for this. sector:was effected in ad.v~ce in 1949 and 

1950. 
Expenditure for the .development of agricu+tura~ production amounts 

to 2, 733 million cruzeiros. One of the pripcipal achieve.lllents i_n this 

sector will be the build.ine of a chain of refrigerator war~houses and. silos 

for the ben~fit of the domestic mar~t. In addition, the Plan provides for 

sub.~;~id.ies to .increase the production of certain crops, such as wheat. 

The. total expenditure for the whole period. covered. by the Plan is 

allocated as follows: 

Transport: 

Railwa.ys 

H~;.ghways 

Airways 
' Harbours 

Other expenditure 

Poi'{er: 

Elec~i,c:ity 

Petroleum 

Coal 

Agriculture ancl stock breeding: 

Animal production 
'h'heat ·· 

Mechanization of agrictuture 

Other expenditure 

Public Health 

Other expenditUl~ 

Revolving' Fund 

Total~ 

( in millions o.f qru..zeiros) 

7,.501 

: :t-,263 

937 
'661. 

93)+ 

1,650 

1,495 
45 

680 
1~26 

250 

1,377 

ll,346 

2, 733' 
2,61.~()-

2'l,JOO 

/It io 
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r-b is intend.ed to finance this expenditure largely out of ·budgetary 

resources, which should contri'bute some 14,300 million cruzeiros. In 191~9 

the 'budge·b appropriation for the SALTE Plan totalled 1,300 million cruzeiros, 

in 1950 l, s}oo million and in . 1951 2, 200 riulJ.ion cruzej.ros. In 1954 the funds . ' 

a:~Jprovriated under the budget for the plan should amount to 2,600 million 

cruzeiros. 

The expenditure of 21,300 million cruzeiros is to be financed as 

follows: 

Budget funds 

Bank of Brazil loan (in foreign exchange) 

ll'ederal s.AL•m · Plan bonds 

Total 

(in millions of cruzeiros) 

14,300' 

2,000 

5,0b0 

21,30,0 

Of ~-~sa ·bh1•ee i te:ms only the third may be considered as constituting. 

a potential :tnf.'lat:tona:t•y i'ttctor. Fifty per cen·t of this loan may 'be floated 
', •' ', 

' ' 

abroad. The ~otal iaoue will be made in an11ual :portions of' 1,000 million 

cruzeiros 1 yiel_d;ing i_nterest. at the rate ot 7 per cent per annum, to be 

redeemed :tn te:q. years, starting in 1955. ~e Bank of Brazil loan wnl be 

advanced in rumual port;ions of 300 to 500 milion cruzeiros, and will be 

financed out of foreign exchange already in hand or to_ be acquired at a later . .• ' .. ; 
date, 

The Governmen·t' s capacity to finance the Plan wi·bhout 1•esor·ting to 
' . / . ·-, 

inflation '\rill depend larcely ·on the success_ of ita fiscal policy. The past 

two bud.r,et years (1948 and i949) have closed wi·th substantial clefici·bs. 

However, it is recognized that giv~n the present structure oi' Brazil 1 s fiscal 
. . •' ' ./ 

system Gover:nment financinG m:i.5ht be even furthel· expanded without necessarily 

leadin.g to reduced investment in the :pl·iv-ate aoctor. 

/CHAPTER II. 
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CRAFTER II. RECENT CHA~GES Al-lD Dli.'VELOI'MENT PLANS IN BASIC SECTORS 

Introduction 

Unt~l the 1929 crisis investment in the sectors connected directly 

or indirectly with exports constituted the principal dynamic factor of Brazil's 

econom.y-. Since then investment for the domestic.market has expanded 

increasingly, and the country's development more and more depends on domestic 

capacity to save. This change will have to be taken into account in studying 

some of the most import~nt problems of Brazil's present day economic position, 

euch as the deficiency of investment in.basic sectors which are only indirectly 

reproductive. 

Net investment, which implies an increase in product:l.ve capacity 

or productivity is dependent on the degree of utilization of existing fixed 

capital and on prospects of profitability~ · In an economy in which the principal 

stimulus to growth comes from outside, the influence of those determining 

factors shows a number of characteristic features, In the first'place, the 

degree of utilization of existing fixed capital must be considered from a 

broader standpoint embracing not onlY Brazil itself but also all other 

countries.which compete iri the market.!/ Secondly, the prospects of 

profitability in sectors turning out primary products are dependent on the level 

of production in the manufacturing industries of the industrialized countries 

which. consume these products.£/ In other words, prospe~ts of profitability in 

the manufacturing industries themselves induce industrial countries to place 
' ' 

investments. in the under-developed countries which produce industrial raw 

materials. On the other hand, since increased economic activity in the 

industrialized countries (within the international division of labour which 

prevailed up to the 20's), presupposed intensified production of primary goods, 

~/ Even/!Bvestments in the domestic market, the position of a product in the 

international market is in most cases very important. However, consider­

ations of this nature are generally relegated to a secondary plane where 

capacity to import is chronically subnormal. 

gj Naturally the demand for primary food products does not vary with the level 
of investment in the industries of countries consuming these products, but 
their prices are greatly affected by the level of income in such countries; 
which to some extent means the same thing. loart of 
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part of thei:r;: savings would nat~ally go to fhiance investment ln countries 

responsible for the prima,ry stage. of the product:ive process )J 
.J . 

But investment in. indirectly reproductive sectors . such as harbour 

installations, ra:Llways :· electric. power ~tations, etc., are an integral.pe:rt .

Of prod'.l!Ctive inVeSt¥ie,nt in exports • . The ~ni'lux of ca·pital into such basic . . ' ,, 

sectors has s<?met.im~ .. ~ s~;rv:ed to integrate into the international· economy units 
.. 

or production le_:ft s,ta.glJ,ant at a pre-c:apitalist stage of dev~lopne,nt. And once.

the Brazilian export eco?9~ peas.e(].:. to expan<l, the basic sectors subsidiary to 

it ceased to attract foi'e;ign capital,.. . 

. Duri.pg the two decade:: foUowi~g ~e, .crisis, the domestic market 
. . 'l 

assumed tncrea~in~ relative :i,mportanoe in Braz~l' s economy,-. However, during this 

phase the shorta~ of. domes.tic savingtf made it impossible for investment in 

basic eectors to be continued. SimilarlY, a :Prqcess of deqapi-t?alization took 

place in rail,-T.ay tra:g.sJ.?Ort ~nd harbour infltallatione since gros~ inveEtment 
.,:. .; ... . 

was not .~;:ufficient .to ?over 9-eprecinti?n. The eleqtric. power syetem, which is 

lees dependent on export activity, not only did not suffer any loss but was able 
' . . . . . ' . 

to conti~ue self-financing of its devel~):lll~nt though at a much lower rate than 

in preyious de,cades. 

One of the fundamental reqp.irements of the basic sectors of _eco~omy is 

that their c,apacity,,t6 · produc,e g;oode a~d eervices shquld be ~eater, at any given 

mo~nt, th;an .. the correspondi~g consUI!lption of ::uch goods and s.ervices. The

saturation of any. of the basic sectors greatly hinders investment in the 
~ • • • • ' • • • i • ' ' 

remain~ng branchee of the economy, ~ince the basic sectors ttork-fo-r the economy 

as a whole and .must, therefore, be in a position to meet the 'demands of any .. 
' . . . ,; 

btanq~ in ,w:Q.ich a phase o:t' developmen~ has been init.iated • 

. ~y. inadequacy. of the, 'basic s~ctors ther~fore _has' a decisively retarding 

effect on t~e economy as. a who~e •. When transport an~ power are l~cking, or 

certain baeic products becpm,e,. scarce, investmentE become much less attractive. 

'rhe alternative solutions always entail a substantial rise in costs. ·In Brazil, 

for instan9e, the ~hortage and irregulart ty of railway t:r.anspqrt he.s · ~:timulated, 

during the paE"t few years, a large-Ecale ~evelo}lllent of land and air transport~ 

1/ It is calculated, for instance, that about half the net British investment 

before the firet World War was placed abroad. 

/which use 
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which use up equipment and fuel, both importea, at a much higher rate. In 

addition, the inadequate output of the hydro-electric statione in Rio and Sao 

Paulo haE led many enterprises to instal power-plants to ·meet their own 

requirements; and in nearly every case, theee use imported fuel. 

In certain industries, as economic developnent proceeds, specialization 

creates fea~ures .characteristic of the basic sectors. Such industries supply 
. . 

products consumed on a large scale by large manufacturing groups or other 

branches of the economy. In the highly industrialized countries; the productive 

capacity of ,the. so-called basic industries nearly always. exceeds- coneumption· 

requirements., a~d only at the ~ak. of a ~yclical upswing is this ·productive 

capacity occasionally absorbed in full. The'se industries produce goods for other 

industries; require vast amoun~s of raw material, and in almost all cases 

exhibit the s.azoo characteristics a.s the heavy· induetries. 

The very nature of the basic industries compele ·them to maintain a surp~us . 
. ' . . ;.. . 

capacity,_~n order to follow the fluctuations of demand.' Hence investment in 

these industries must be made with a view "to future demand, as far as this may be 

predicted over a medium period. The possibility of increases in the supply of 

basic products in the immediate future affects investment in other sectors of 

industry; and it is therefore frequently impossible to determine the soundness 

of a basic .industry, on the basis of the level of consumption at a given · 

moment. As a rule, when no industries of this type exist, consumption of ·their 

products is low. When such industries are set up, eoneumption rises sharply. 

This has occurred in Brazil during the past five years in the iron and steel 

industry. ~1e consumption _of steel rose 4 or 5 times more rapidly than 

manufacturing production as a whole or than the total production of goods. There 

need .not necessarily be a fall in the prices of domestic products for consumption 

to rise. The decisive factor is the presumptive regularity of supplies, which 

no longer depend on foreign exchange resources, the rate of exchange or the 

international ~it~ation. 

We will now consider the prospects for developmentin.some of the. basic 

sectors, such as trans pert, power, the iron and steel industry, the cement ·. 

industry and some branches of the heavy chemical industries. 

Transport 
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Since the crisis Brazil has been deprived of the influx of foreign 

capital with which it had previously buil't•its. railway system, and the shortage 

of foreign means of pa~ent has made it impossible to meet this deficiency out 

of domestic savings. If it is borne in mind that foreign exchange resources 

were well below the level required for develo~nt -- the cause of the chronic 

disequilibrium in the b.alance of payments -- ,it will be understo~ that in order 

to meet the replacement requirements of the transport system it w~uld have been 

necessary to limit development in other secto~s. As will be see~ below, it was 

impossible to solve this diletllllla until Brazil was in a positi9n to undertake 

domestic specialized production of railway material. 

The Brazilian Government recently ·toOk over a substantial part of 

those of the country's railways which ~re· still privately ~n1ed. By the end 

of 1949, only 13 per cent of. Brazil • 1 railways were in private hands. Some of 

the!"e.serve·the economically more highly developed·areas of the State of 

Sao Paulo. · When the influx of foreign capital cam~ to an end, the Government 

assumed most of .the .burden of.financing the development of railway transport. . . 

This,· of cotirse, is. a very far.:.reaching pro'blem, '\fl;li.ch ?annot be considered in 

this report in all :f.ts multiple as.jlectf'. Suffice it
1 
to note that the 

inflationary.process ma~e :tt' ~ch more dff'ficult for the railway companies to 

finance their oWn developnent. 

/Between 194.5 
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Between 1945 and l949, as may be seen from Table 10, the ~razilian 

railways appear to have increased their productivity. 

Table 10. 

Years 

--~ ~- ,. 

194) 

1946 

1947 

1948 

1949 

Brazil: 
-~--

Passenger-
Kilometres ___ ... ___ 

l,OO 

106,5 

110.2 

109.7 

111.2 

Ton -kilometres 
.~. 

1oo··· 

100 

102,) 

112.7 

111.2 

·Monthly average Po'W'er . a/ 
of employees consumption·---·-

100 100 

102,7 98.i!. 

101,1 100,1 
:wo. 0 .. 98~0 

9995 91.8 

~/ See Table 15 for power consumption eetiuates. 

2?urce: Departamento Nacional ~e Estradae de Ferro (National Railway Department}, 

' ' . . . 
The total load carried. -- goo~.s plus .. passengel:ll3 -- increased at an 

annual rate of 2-.8 Per cent, though the number of e~1oyees remained virtually· 

unchanged and fuel and power consumption decreased. at an annual average rate ' . 

of 2.1 per cent. This increa~ in productivity is probably due to the same 

ca~ses which led to the intensified industrial productivity~ that is, the return 

to a normal rate of re-equipment and the in~eased capital investment p~r 
labourer resulting from tlle modernization of equipment or the change in the 

cost ratio of labour - equipment. 

In the period under review Brazilian railway tariffs declined sharply 

in relation to both export prices and the cost of livi.ng index. Thus between 

1945 and 1949, whereas the cost of living showed an increase of 52.8 per cent 

and the index of export prices rose by 67.7 per cent, ·the index of railway 

tariffs increased by only 17.3 per cent. This low tariff policy is partly 

due to the growing competition of road transport, since during the war years, 

when such competition had practically disappeared, railway tariffs increased 

at the same rate as domestic prices -- or oven more rapidly. It may also be 

the Government's intention to check the rise in the coat of living by reducing 

the cost of tran~port of essential goods, At all events, it should be 

/remembered 
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reme,mbered that during a period of inflation the rallways have difficulty in 

avoiding a reductio~ in their real: i:ric6me, and even in preventing a m:-ocess of 

decapi ta1ization. While the railways may be able by maintaining low tariffs 

to reduce the incidence of these tariffs on some of the basic elements.in the 

cos-t; of living, this will make it necessary to provide subsidies to ensure 

their development -- and perhaps even their maitit.enance. . This is shown in 

Table 11, which contains data on the ·financial position· of some· of the l!lOBt. 

important Government railways. 

Table 11. · Brazil: 
~ .. ----~ -- -·· 

Years Income Expendi- ··Balance Invest- d .. c lOOd lOOd lOOe 
tli'l:"e ment - -b-~· -a a 

a b c d e ·-- ...... -- ~_.......,.-.. ----- ·-·..-----
(in millions of •ruzeiros) 

' 1945 . 1,205 1,202 2.8 616 619 51.1 51.2 51.4 
1946 ·1,289 1,554 -~46.9 595 348 46.2 38.3 27.0 
1947 1,257 1,618 .. -361.6 668 246 48.4 37.6 19.6 
1948·' . 1,218 1, 725 -507.5 964 457 79.1 55.9 37.5 
1949. 1,351 2,003 -651.8 1,030 378 76.'2'' 51.4 28.0 

---··-
§o~ ~~rtam~~~2.Y!E!.C>E..~l_de_E,!..~!~~F~!,!.2. (National ·Railway Department). 

~~ ~~_!;~~~--Fe!~~-tra!_3?.~E...B!'il, ~ej.:, ,Yta9aC!..g~~-~!:.:~~ cat~-' 
E ._¥_!!!:?!.9~-s~e. -~~£.!:~ i ~' V .F • ..:~~er~e~:~2 _Br~.LoJ!'.2.. and Red.!l_Y.1~£a<?. 
~..!..~· The investment figure~ include the funds appropriated by the 

P~J2~r"t2.E'~P 0. !!:.9 .!.9:!!_8 1 ..22...!'~-~!~~.i·-i... ~::.:2 ( Na ti.ona 1. :Railway De part men t) ; 

These data demonstrate clearly that since 1945 the earnings of the 

Government railways in money terms have remained at a standstill -- which 

involves a sharp decline in real terms. Investment financed out of the 

railways' own resources fell from 51.4 per cent of earnings in 1945 to 

28 per c~nt in 1949. If the' Government had not granted .them subsidies, the. 
. ' 

railway com~nies wouid ha"le been unable to carry out any plan of expansion 

and would probably have suffered decapitalization; In order to mai~tain 
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, .. 
in 1949 the 1945,rate of investment (51 per cent of total expenditure), the 

companies were compel~ed to show_ deficits equivalent to as much as 48 per cent 

of their income, as ,against a small posi the "balance in 1945. 

The policy of covering railway investment expenditure by Government 

subsidies ~ay be designed to counteract the effects of inflation on the 

distribution o~ .income. The financing of railway development by the railways. 

themselves, particularly in the· case of lines se!"ving regions ,of. low· traffic' 

density, becomes much more difficult in periods of inflation; ,and.may make the 

burden o'f inflation on low-,income ~oups even heavier. 
. •, ... ' . . , ... 

The problem of the maintenanc~ and development of Brdzills railway· 

system presents two dis.tinct aspects, namely, that of financing and that of 

covering foreign exchange expenditure. . The expansion, of the iron and steel 

industry during the past ten years has made pos.sible the establishment of a 

domestic railway materials industry which is acquiring increasing importance, 
. ', 

This development has contributed to a solution of the exchange problem, and 

renders the investment ~oblem less critical, since in the last resort Brazil•a 

difficulty in 'financing the development of its railways is a manifestation of 

the fundamental probiem of low inc'ome and weak capital formation. Indirect 

investment in the railways, by the establishment of a railway materials industry, 

has a much greater effect on national income than direct investment by importing 

equipment, since it leads to the employment of more labour with the use of the 

same amount of capital. In other words, the same amount of capital and foreign 

exc~an~e can be made to yield a sUbf;!tantially l.arger volume of rail'WB.y material, 

provided that the initial investment difficulty ca~ b~ overco~e }/ The 

consequent rise in employment leads to a correspondine increase in national 

income and in capacity to save. 

The statistics available on domestic production of railway material in 

Brazil are scanty, but it is known that there has been an appreciable increase 

?:,./ We will not here go into the problem, analysed· in the 1949 Survey, ~f an 

alternative eolut:i.,on by employing labour in export activities, with a 
. , 

possible gain in comparative coste, 

/during 
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during the past five years. The country's basic· rail and truck requirements 

are being largely sU:p'pl'i'ed by domestic production. Imports 'of rails during 

the five-year period preceding the crisis (1925-29) amounted to more than 

lOO,ooo·tons annually, although the railway system expanded very little over 

the same period, Dt~ing the fifteen years whfch foll6~ed the crisis, despite 

the substantial expansion of railway traffic, ahnmll 1mpor.ts of rails :fell to 

little more than half·of the average for. the preceding five-year ·period. 1bia 

postponement of replacements is responsible for the fact that in 1945· about 

40 per cent of Brazil 'a raihray track needed to be replaced, and 1mniediate 

rail requirements· exceeded one mlllion 'torts}./ .· Between 1945 and ·19117 imports 

rose to an a-verage e.nnual·figu't'e of 90,000 tons, but this level has fallen 

sharply since 1948. Rail production was begun at Volta Redonda in 1947 and 

between that year and 1950, 210,000 ~ns were Pr-oduced, representing· an animal 

average production of 52,000 tone. The total supply' of rails between 1945 and· 

1950 was about half a million tons, of which about two-thirds were imported. 

Re·equipment requirements, therefore, are still largely unsatisfied, since 

wear and tear increases with rising traffic, and in addition part of these 

rails were used in laying new track. · In any case, rail production in Brazil, 

in 1950, had exceeded the 80,000 ton level, Which brings it close to the normal 

re -equipment requirements of the railway system as 1t now exists. However, 

the supply of rails will have to be stepped up,· in order to cover the deficit 

of the period 1930-45, and enable the railway system to keep· up with Brazil's 

general development, '· 

The rolling stock situation was no better at the close of hostilities. 

In 19'45 there were 54,294 railway care, and it was estimated that there was 

an immediate need for a further 2·o,4o8 new ur.ilts. · Between 1945 and 1947 

about 7,000 cars of all typeo were imported. After 1948 there was a sharp 

decline in foreign purchases, but domestic production must undoubtedly have 

filled the gap in imports. Braz :1:1' now has four larse undertakin@ epecializ ing 

~/ Figures on railway material requiretnents are taken from the Transport 

Section of the SALTE Plan. 

/in the 
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in the production of railway material and there are others turning out parts. 

According to estin:ates. made by the principal manufacturer!/ total annual . 
; -

productive capacity «'or cars of all types) amounts to about 10,000 units. This 

figure is much high.er 'than. the existing ·real demand 1 and will be difficult to 

maintr~;in. i~. view of the av~ilcibie supplies df the pasic products -- primarily 
I I :, ' oi,. • • 

iron and steel. In 194_9; th~ railway car manUfacturers informe(i the .B· nk of 

Brazil that they were in a position to meet the country'~ requirement and they 

have subs;eq~ently been able to exp6rt 'part of their output. 

In 1945, there were 3,698 l~comotj.ves of whi.ch many were anti9.uated 

and many under repair. Between 1945''and 1949, 574 new units and 15,891 tons of 

spare parts were. imported. Locomotive assembly and spare parts manufacture 
' . 

have likewise expanded. Two large scale projectiJ .in this branch haye recently 

been annoqnced , The first plans the cona·truction by advanced methods of a 

steam en~:,lne, and the second the building of diesel engines of over 1,000 HP, to 

be used, in dies~], electric locomotives which are to be built partly in Brazil. 

r.l.'o sum up, it may be said that the problem of. the re-equipment and 

even the extension of the Brazilian railway system, aa a .problem of foreign 

exchanse, is becoming progressively less acute. 

Determine.d eff~rts are ·at present being made to improve Brazil's 

highway sy[3tem. F'rom the standpoint of general development, however, 

investment i.n this sector has certain negative eonsequenc~s. Since both 

motor vehicles and nearly all liquid fuel consumed must 't;e· imported, 

preferential treatment of road transport as against the railways will ~ntail 

an increase in the foreign exchange cost of the national transport system. A 

typica 1 exampl~ of the compet'i tion· between motor transport and the. railways will 

be .fo~nd in the 1949 report of the National Iron.and Steel Works (Companhia 

Sid,e~~:-gica Naci~~ . .±). Between 1948 ·and· 1949 the number of motor trucks used 

in transporting the Volta Redonda production increased: from 4, 303 to 17,727, 

whereas the number of railway cars employed declined.from4,903 to 4,806, It 

is not yet clear whether this is due to better service or to lower costs. In 

±/ From data in the possession of the National Federation of Industries, 

Rio de Janeiro. 

/the latter 



the latter event, the influence of the ei8fiatlge rate, Which ha~, b~en s_table 
since 1939, must be taken into account. 

' . . The price of liquid fuel haa'remained 

at a relatively low level on the foreign market, and in Brat11; thank~ to_ the 

stability of the rate of exchange, has tended to fall in relation to the. 
' , • J • . I 

domestically produced fuel -- ~hat is, wood and coal -- used by the railways. 

Another interestins a~pect of th:~ r_ecent changes Which have taken 

place in the Brazilian transport system is the extraordinary development of · 

civil aviation. In 1950 _44 1000 tons of freight a~d 1,700,000 passengers were 

carried by plane --a volume of air traffic s~~esed only in the United States. 
.... : . . . 

9.2_.times more ~re.ight and 5.9 times more pass~nge~s were carried in 1950 than 

in 19.45. In view o~ the physical charac:ter1eti:es of Brazil, the aeroplane 

solves many transport pro~lems. However, ~ir transport constitutes an even 
. ' ~. . . . . 

heavier burden on the ~alance of payments than road transpo~_t. The high fuel 

consumption and the rapid depreciation of equipment make flying an extremely 

costly means of transport for a country like Brazil, which has only limited 

supplies of foreign.exchange and iS compelled to buy great quantities of 
.. . . ._ . . . ·. . . ' . 

equipment· abroad .... 

The extensiv~ ,investments made in transport, ~ich have been reinforced. 

by the SALTE Plan, and have included the execution of road building programmes 
. \ . 

and the extension of the railway system, have improved communications between 

the various regions of the country. Given the existing differences _between 

standards of l1 v!ing in th.e.ee re,giop.s, i~ is l~kely that population displacements 
., . . 

from region to region will_ .ten_d to increase, In 1950 railway communications 

were established between the south·central and the north-.eastern zones of Brazil, 

and in the preceding iear the Rio~B'ahia highway was opened. This 1, 700 kilo· 

metre road has greatly improved communication between the entire north-eastern 

highways system a~d the central, southern and western parts of the country. 

One may therefore predict intensified migration of the population of northern 

Brazil towards the south, and Particularly to Sao Paulo, the north of Parana, 

and the south of Goiaa. This movement may be partially checked if the 

Government reclamation plan for the Sao Francisco valley is successful, and if 

the i~duatrial development ~f the north-east is· stimulated by the construction ,; 

of the Paulo Alfonso hydro-electric power station. In any case, this· region 

/has a 
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has a grea tar d. ens ity of' l'opu:kiion; I parti'cularly":i.n relii t;fOn' to' a't'ii ble' land 

and to the present level oi" teclulique, and a much hlgher birth~rate tha.ir 

southern Brazil; ana. in addition,' capital 'per'' nien 'Both 1r~."agriculture and 
industry is gene:r'a.lly 'speak'mg lover in the ri.6'rlh than 'in the south', 'The surplus ' 

population 'or the north-e~s·t the:t-efore 'tends' to mfgrete,t in proportion as: ''' 

communications itnprove, 'tovre.rds regioilEJ wi'th'a i6wer natura11 growth' of poj;ml.a.tion 

and a :higher. rate of capital fornatiot{.· This migra.t1~n of/labour 'from north 

to south, a~ w.s :Pointed. out>f1., ·tlie'1 19"4'9 SUr'Vey 1 while ::tt· checks any further· 

decline in the standard of living 1n 'tlie 'forinet-,· 'holds' back··rea:l' wages in the

latter region. - This is a pl•oblenr' of capital shortage·,' to which' further-: reference 

will be made 1 1ri another: part/ •of this report 'o , , A:t, all ·'trv·ent-s- j : iinpro:Ved communica

tiona between the north. ahd.' the south 'will help· to ~revoo:t-· g:reatt:n:•' .. d:1B-]?a.r1ties ·

arising between 'the ~tandarcta of living' fh :;these' two' regions.'

Fuel and :power. ..

The c·omments made ill' the preceding section :on the development of 

transport are evidence of the seriousness of the proplem of fuel and power in 

recent years. The· g€meral ·:terms o1- this pTc)blem 'were· considered in the 1949 

Survey and. :ma:y':be· sUirrerized fis·':roll.ows:''

1. Three..:fourtns or··J3::..;a,zil.-1s·· totar·power ·~:n:ipply>fs·u.erived from woodr·moet of 

the more eas'ily 'W'orkeci.: res·erves ·having be'en exhS.usted} i 

2. The rete of growth of hYtlro-el~ctrici pcwE;jr :capa6'1ty 1h the past Wenty 

years was less than the country'' s economic ·deVeloptnerit required}-'

3. Domestic coal. produ_ction has been stagnant since 1943 and coal imports have 
greatly dim¥11sh~-~.in c~~par~~~~.wi~h pr~~~r,~e~el~; .

'··.: • . . ' • :· '• ... ,- ' ' i• • ·i; ':: '• .·· •·' . . : :·:·; :' .. ~::.· 

4. The changes in the. structure of the transport system, the shortage of hydro-

electric power supplie~ ,, an,d' 'the d~cline' in·. th~e'' pric~ ot. p~tr~le~ ~s compared 

with that of coa.l led ~~ .a :~~t .. 1~creaa'~ ;in ·t~~ ~~~~tfon ;f ·im;Ported. liquid 
.

fuel. 
. ·  .  .

It has .been realized in Brazil that the solution to the country's 
{ , ) • ' ' I 

power problem li_ea_ in the p_rogressive ut:il':i.zati~n or''its.vast ;~-o~~ces of hydro-
'" ' .• ," 'f • • • ' '· ·' .• • . 

electric power. For the purpose of achieving a solution aiong these lines, 
; ~ .... ; . . :; . ' . . ..... ', ~ .' ; . 

the hydro-electric caPacity will have to grow much more intensively than in the 

/past 
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.. . . ' 

past twenty years. Ir the potential mere1y ex.pe.zid.$ .mt.t psau with the power 

requirements of the communities supplied, Mt only will., it be tmable to replace 
. ' •.. ) ' ' ' . . 

other sources of energy b':lt t};le development ~f the · reg~c;m will be hampered. 
' . j: . : •. ; 

The capacity of the basic sectors should always be higher than the dei!Bnd. of 
. . . . ~, 

consumers. If, from.-the .outset, the electric power stations work at ful~ 

capacity, or even with an overload, as is usual in Brazil now, the economic 
• • ' ' I ~ • ' 

sectors served by these stations CaimQt develop; alternatively, they will have 
. . . _; -,~ ' . ' ' 

to increase costs in order to continue expanc1.1ng. 
' • 1 ., 

As the Bmzilian Government realizes in its SALTE Plan, a second; 

solution to the power problem lies in the development of national petroleUm
. . . 

. ' ' 

production. '!he consumption of this fuel expanded during the past few years at 
• ' t I , • .· • . 

a much great~r rate than the general power consumption, as reflected in the 
. . 

more dynamic elements, petroleum, hydro• electric power and. coal. 
. ' : 

Table 12, Brazil: Pal'tial a:~rent consum;eti6n of eners.t 

( 1n millions of KWH) 

Petroleum ··coal 
Years ll1dro- Imports Domestic Imports Domestic , Total Index of 

elef~)ic Production Proct~Jtion total 

1937 1892 2732 ' 2547 . ·' '885 8o56' 
1945 3424 2339 25 1173 24<D5 9366 100.0 
1946 3707 4029 22 1744 2201 11703 125.0 
1947 4076 6126 32 2572 2319 15127 161.5 
1948 ·.4.579 ·7776 47 l.78l 2349 16532 176.5 
1949 5075 8685 35 1289 2428 17512 187.0 
1950 6257 10164 94 ''1831 2320 :2o666 220.6 

Sources: For imporls, the Economic and Financial Stat1st1c~l Service of the 
Ministry of Fmance. · For coal production, the Production Statistics 
Service of the ·Ministry of Agriculture.. For petroleum production, 
Na_tional Petroleum Board •. For hydro-electric power pr,oduction, the 

·National Water and. Electrlc Power.Board. · 

!,/ Production of the Brazilian Traction, Light and Power Co. and. of l!mpreea.s 
Electricas Brasileiras. This constitutes about 80 per cent of the total 
production. 

E./ Including the coal used for the. ·manufacture of' coke • · 

Note: -
J ! 

Fuels have been considered as of' 20 per cent·efficiency, the,heating value 
per kilogra.mme being taken as l0 1600 calories .in the case of petroleum, 
7,200 calories. in th~ -~ae of· imported coal, and :5,00o calories in the 
case of d.ome.etic coal:. /The rate 
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The rate of eXpansion of petroieum catl~~mption between 1945 and 1950 

was merely tht:ee times that of the to~l cotis\llllption of power. In 1945, it is 
. ~~ . . . . . ~. . ' ' ' ..... ) :.. : • . ' ,' .t' . . .. .:· . . ·. . ;: ' ; . . : ~ ·,. .. . . :. . . . . 

tru~ 1 petroleum c_ons_umpti'(?ri~r~s ~~b.-n~rnial owing to 'import difficulties. However, 

if the ye~r 19.37 is u~~d. as ~ bas :is. for c~m~rison:, the increa'se :1n petroleum 
. .. ... 

consumption ~ven the~ is n~arly twice the total consumption of p'ower derived. 
. ,..·,. ; . . 

from the three.sources in question. The importance of petroleum has therefore 
- ' 

tended. to increase absolutely as well as relatively. If th~ present rate of . ,, . 

increase of petroleum.consum.pti~n were treated. as normal, this fact' alone·would. 
. . . . . .. I . . . . 

be a sufficient reason for giving prompt cons':id.eration to 'the need..· for changing 
• ~ ; .-.. - t : . . . . •• ' 

the structure of the cou;ntry 1e imports. This factor Would." cbntribute to a . 
' • • • - t" ~ . ' • • , ·. .. • 

greater.rigid.ity of imports, and would. make the Brazilian economy even more 
' . ','\ . . 

v~ere:l;>.+e t9 ,fluctuations in the capacity to import . 

•. ·, lf :&a~~{. d.qe~ n~t euc~eed. in d.~veioping d.om.eeti~:,,~r0d.uct1on ot 
petroleum substantie.lly during the p~~e~t decade) the ''power 'problem will require . . . . . ~· . ' ' 

other and. more far-reaching measures for its solution. The'Se includ.e the 

preferential development a~d. elecU"ifica,.tion. of rai,lway tranapor:t ~ also the 

electrification of urban t~sport. As poin:ted. out· bef~re I thi~:. would. mean a 

far greater expansion of the installations for harnessing hydro-electric power 

than. took place' 1n the past twenty years 1 ana ~ven during the past five~ year 
. ' 

period.. 
' ·.~_.'.I 

The annual rate of inc~sa of the c<m:sumption of power derived from 

the'aources.included. in .Table 12 we.~ 17.5 per cent in the period 1945-1950. 
But this high rete partly ~eflects the low level of consumption during the 

pre~ed.ing five-year period; in fact it is d.ecliningJ for in 1949 it was ·Only 

5.9 per cent. On the other hand, the substantial increase of fuel imports in 

1950 were partly the result of the international situation. An average annual 

rate of _increase of 5. 5 per cent can be regarded. as normal. If this growth 

were. t~ be parail~lled. by-~ .like d,eveiopnient ·in Q.'omestic fuel production · 
. '. . : . . . ,- ' ' . ~ : . . .. : 

during' thei next five-year -period, then, with the propol!led. ~1 per cent average 

annual i~crea~e for hyd.~-electr:ic power):.! the snare of, imported. fuels in total 
' ',Y • 

supplies would decrease from 58 per cent to 49.8 per cent, as rray be seen from 

Table 13:. 

1/ The SALTE Plan contempla tea an annual average : ihcrea.ee of 11 per. cent fer total . 
installed.. hydro:-electric. power during the period 1947-1952. In view of the · 
relative insignificance pf thermic power, this rate··xnay be ~garded as adequate , 
for hydro-electric power ilii3tallatic>ns. However!. ·.it is possible that the supply 
of hydro :PQWer miaht eroand at a greater·· rate, ·ir it is remembered that between 
1945 and. 1~9 _in the Rio-Sao Paulo area it developed. at an average rate of 10.4 
Per cent s.nd that a great d.eal of work is now proceeding in connexion with hydro-
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Table :J-3. 
'!e.a~s 

:S*zJl ~ .•.. R!t~t.i'Ve . ~m;22~c~ _()f· a~ _ ~o~2e~ ... ,oft po'Wpr _in selected· _Y~rs 
IiyA:r9~ eJ.e.Q_tric .· · D6n1est'1c coal . Imported· coal Total. 

' ; 

0 

\ ). • ' • ,. 

1 

0 . and p~rttO'feuit  and I petroleum ' 

1937 '23~5' io.i ;:t:\6.4 100-
1945'

1949.

1950 

1955 

3S.6. 
29.0 

30~3:

39 •. 0 

25~·§ 

14.1 
'il."( 
~i.7..

,. 

'37 ·5 100

'56~9 lOd
'58.0 1oo-
'4g~8 100

Soti.rceac 'For imports, EconOmic and F~c~alStatfstical: Service of- the Ministry 
of .F·!M:nce; for coal ·product1on1 the. Production Statistics ·Service of 
the Ministry of. Agriculture; fol!' _petroleum p;rQd.uot10%l, ~t!onal 
Petroleum Board; for ~-electric· power:, 'National Water tina.' 

. Electric Power ·Board. 

·The es·tima.~~ contained 1J:L·~f.l.ble i3 imply. that coe.l:·prix!UO.t1on would 
increase rrom 2 million tons ~ 19;<> to:,2 .6 ~ill ion to~ 1n 19?5! though . this 

.. - ' . .. ~· . ' . - . \ .· '. . . 
can Only be a.qhi~v.ed. if the · ~~ industey eme1•ges frpm i te pre~ent phase of

. . . . . . :; . ,· ·. :· .. . . '. . . :.. .· . ~-. .. . . .. .. ·' . .. .• t· ,. . 

ete.Sf:1ation •. A:pe.rt.f'rom the ·inv~•~tJ:I\ent;s md' 1?7 the National Ir~ ~a ~teal
Com~:, th8·oooi ind~try ~--·&"rae~- lt~tie capital. during th~ ~st few 

'·, : . ' . ;; .' :· -· ': '~- : ·. : ·.· :'· ' ! ., . ' 

years. However, the achievements of this OCil'llPSJlY point clearly to results 

which may be &00-otl).plished given adequate capital investments. The mecJvmized 
, ' ' , .. 7 ~ ' " • • I 

methode recently introduced. ha-ve re.1.sed. production per Jttan-de.y five to six. times. 

e.bcrre the> ~re~il~g lev~l~tRnating·ndn~s. 
, _: · it 'is ~stinated that· ~~il's coal .industry.ie actually working ~t .. 

80 per C~~ 9~ ~a.~city, Yh10h means that e. rate ~f ~1"04uction of '2 :6 mi;tlion 
' ! ·•JI' ..... • • ' • • • '. " • 

tons __ couJji be Qb,~ined by ~rel;r _a ~re in~i've use of· pr~sent capacity •. The 

CQa:}., washing .l'~t~ .~re ~).S<? .WO~~ing b"aloV capacity. ~sporl is the most 
. :.' ... -~ . . :· • .... :. -~; .! . • .~ ~· ; - ~. • 1·: • . . . . ' . 

serto\\S .Obf!Jtacle .to e:x:p3.~1p.g production, pa.r.t?icularly .so far as harbour 
. ~ta.ile. tions and .. shippipg ~~~ concerned:

Bre:zil's ·c~l, production develqpe
' . ' . '-~ . . . 

required oons'IJDlers to use 20 per cent of domestic coal. The rate of ·expansitin 

of domestic coal production increased. during the war, being further stimulated 

by the efforts of the _NatiQJlB.l ·Iron and Steel Company ~ obtain coking coal·.

/ fOr the 
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for the. Volta Redonda -plant •. Domestic coal nov me.ets strong competition frot11 
. . ~ . . ~ . .: -' · .. ~' . . . -. 

petroleum. The relatively low price o.f importe<r fuel~~ d:ue partly to the exchange 

policy, constitutes an incentiv.e f.or the replacement· of coal by petroleum sub-
, > ~ ~ < • r ' I 

products, even on the railways. Consequently, the coal industry is attracting 

less and less private cap1tal!/though the problem of coal supplies is exceedingly 

important in Brazil, in view of its present depend.ence on fuel imports. In 1950, 

a Government-appointed Commission proposed a plan tor the tnvestment of 700 

million cruzeiros ( 35 million dollars) during the forthcoming five-year period. 

The plan includes fina.ncing·th~ mechanization of the mines, the building of a 

fleet of coal carrying ships and the building of a new port a.t Imbituba, 1n the 

State of Santa. ~tharina~. as well as the ste.nd.atdhation of the type o.f coal 

produced in this State •.. lt ,ts est4mated .. 1n. :this plan .that a· one million ton 

increase in production Would· be easily absorbed by the ··domestic n:a:rket. 

ljNen ~:[8rt fro~ the question of coal, the eetinate contained in Table 13 
' ' . 

is only 'of very. relative. validity 1 since the: mere_., i~crease of hydro-electric 

power supplies· could not bring about a .reduction ,of. fuel consumption. A part of 
. -~ ' 

the hydro.,;electri.e power w·;Ul certainly replace-: the le.ss efficient sources of 
' . 

power, sueh as wood, particularly if the plan for the electr.ifica~ion of the 

railways is proceeded with. 

Thus, between 1945 and 19491 the share . of wood among the sources of 

energy consumed by the railways decreased from 73.8 per cent to 67.7 per cent, 

in terms of energy 1 wh:Ue the share of hydro-:elec~ric power incl'ease9, from 2.9 

to 4.5 per cent. Hydro-electric power if, of course, the alte~ti~e io a 

growth in the share of impo~ed fuel. Betveen 1945 and 1949 the consumption of 
' . ' 

liquid ·:ruel by the· ra.Uwa;ys actually increased ten times,. ~:ts -s~re. r.ising from 

o .4 per cent to 4 .2 per ,cent. The total share of 1~ported. fuels increased from 

1L4 to 16 per cent b.etween 1945 and 1947, but lat~r dec~~ed with the drop in 
. '- - ·' . . 

coal imports. The consumption of woood on the railways declined sharply during the 

whole period, as my be seen. from Table 14. 

1/ The p;,ffts of the coal d:1mt8nies fell from:· 7. 7 per cent to · 3.6 per cent of. 

capital plus reserves between 1948 and 1949. 

~ble 14 
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1945 

1946 

1947 

1948' 

'1949 

Source: 

~: 

E/QN.~2/'?.l. 7/Add~P.;· 
Page 57 

'J.!ble 14.. . Brazil: .. Co.naYf!lPtion of power on the railways 

. (in m1~1ona of KWH) 

Wood Domestic Im;pqrted: . :Petro;teum Jtdro•electrio 
coal coal ~ower 

5,646 '913 842 29 ~23 

5,580 746 862 123 225 

5,b46· 741 986 244 249 

5,296 949 724 251 284 
4,755' 1,005 · 66o 295 313 -

The National De~r~~nt of Ra~lways. 

Total 

.7,652 

7,536 

7,666 

7~5o4 
7,028 

Fuels ha.Ye been C9ne+dered as of 20 per ce.~t efficiency, the heating. . . . 

value per~ll;ilo~mme being taken.as,l0,6oO calories.in the ce.se:.of 

petroleum, 7,200 calories in 1;ihe c~se of :i;mported coal and 51 000 

calories in the case Qf domestic coal• .. Wood has been considered at . . . . . . . . . 

420 KWH per cub1.c metre •

If t~ wood:.b~ -on t'hf3 rail:NayJ;/ is added to the data conte.i~d in 

Table 12, more approximate figure·s of the total consumption of power in Brazil 

will be. ·obtained, which, at the same time offer -a· more accurate indication of the 

rate of .. 1-~rease in the period under ob~ervation. · According to these figures, 

the increase· between +945 and 1.949- vas 48.3 per ·aerit, as against 87 per :cent 

showp. on. Table 14. It. is ·therefore evident that; 'firstly 1 the increase in the 

demand for power i.e being met by- petroleum and hydro-electric' power and that, 

secondly, these are more and more superseding lea·s efficient sources of pover • 

If the .estimate& contained in Table 13 are proved aco'urate1 fuel imports 

in 1946 :would onlY be 10.7 per cent higher than those ih 1950. Moreover in 1950;, 

Brazil acquired a lArge fleet. of tankers, some of which are alread-y plying under 

this country 'a flag; and in addition, several refineries are being establi'shed~ 

the ca.paci ty pf which should be·, sufficient ;to ~et a great deal of .the domestic 

demand.. . Foreign excha.ng~ expend1 ture on petroleum. should therefore inorease at · · 

a lower rate than tOtal imports of this fuel ~1 , The foreign exchange savings in 

this sector WQUld be of ·great .value in augn!enting purehases of material and 

obtaining the technical assistanc'e required to develop petroleuni :production • 

y 'The wood consumed on tlie re::Llwaye ±.n.' 1946 eonst1 tuted 15.9 p~r cent of the 
total con~tion of this source of :power. 

/There seem 
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Theret seem to be go¢·.J>ros~Q.~S ~.fot. developing the p:t-oduot1on of' 

petroleum in Bl'8.Z111 even though thi's eXpansion cannot be expected to oecttr in 

the immediate :future.· · m. therto, only small investments have been: made in ·this 

sector and the regions which it was intended to tap. are far too extensive. The 

area of the' Rec:~oncavo, in the State of Bahia, 1e the only one in production at 

present,. and i1;e total !mown reserves are rather limited. In 1950, a modern 

refinery .with e~ capacity of 2500 barrels a day began operations there. It is 

hoped to doublet its capacity shortly. Last year, the National ~etroleum 'Board 

the Federal' agtmcy res:t>o:asible for petroleum develoPments -- began drilling 

experimental Wetlle in three new areas where geological and geophysical eurveyfi.

have been made during the past few years. These are the regions of Cameta 
in the State of Para, that of Carolina in the State of MaranhAo, and Japoata in

the State of Sergipe, all in .the north of Brazil. 

Fu~thertnore, Brazil has large reserves· of· sulphide ... bituminous· shale 

which could constitute a f'urther source of liquid fu.el-in the future •. At.:-present, 

the shale is be,ing worked on. a small, scale in the State of Sio, Paulo, where a 

private industrial ~ndertaking .is using its own patentect processes, its E}quipment 
; ' . 

being manufactured in the countey, In 1950, th1~ .~ompany a..nnounced its intention 

of increasing p~uotion to 100 tons daily, . A. much more ambitious plan, was 

recently drawn ~ by the Insti tu1;o de. I~yeat1.~oes ~cn;o,l~fi~ {Technies.l 

Research I:r1Stitute) o:f the State of P~, which has been studying. the use of 

shale for ~Ol,lle years.. AccorQ.ing .to this In.ati tute •a findings the pet:roleum 
- . . ' ,, ·' . . . 

reeouro~s in tl~ Arati regio~ have been esti~te~ at not lees than 1,600 million

tone, the average yield of shale oil being about 8.:per, cent. The plan contem­

plates the establishment of five. sha;te .distilleries in different part_s, each 

plant to have a oapae3i t:r oflOO. tons of petroleum daily, 120,000 lit;rea of 

aulphu:r-bearing e.monia.waters., and 50,000 cubic metres of fuel gas. The · 

sulphide >gas can yield 21 tons of su).phur an<). the ammonia 'W'a ters 9 tone of sulphate_ 

of ammonia, A central disti~e~, with a capaoi ty ot' 2,500 barrels daily 1 would 

serve the five un1 ts. The establishment of this industry. would- thus provi<l.e 

Brazil with a substantial source.: of sulphur. and ammonium sulphate, aru1. a.a .a .. 

oonaequenye B?Jlle pressing problema in the basic . chemical indus_try would-- be 

solved. It weLs announced in 1950 that the Brazilian Government intended to 

invest 350 million cruzeiros in the exploitation of sulphide-bituminous ehale.

/Iron and steel 
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·In recent yea~s the iron and steel industry experienced its most 

intensive development. Steel production inor~ased fr.am 206,000 to 7741 000 tone 

between ~945 8.nd 1950. The principal factor in this expansion was the Volta 

Redonda plant; However 1 the development of 'iron and steel industries 1 based 

on charcoal, continued activ~ for between 1945 and 1950 prOduction was s·tepped 
..... ' .. 'I 

up 71.8 per cent, which is a higher rate of expansion than that for· the period 

1940-1945· 

T~ data contai~ in ~able 15 shows that by 1948 Volta Redonda steel 
.• ; . 

production had surpassed the steel production of all the other plants ta~en 

together. which u~~ p~g 'ir~n f:r~ blast ~naces . fed by charcoal and. scrap. 
. ,- : ... ..'. ' . .'· ; 

Ebwever, Volta Redonda te production of pig iron and sheets in 1950 was below the 
' 

0 
, > f• •; A, 0' ~ ... ~ :1 . ' • \ 

0 0 
' •, .- , 

aggregate of other plants. . The decline. in pig iron production at Volta Redonda, 

in 1949,· was 'eaused. by two ~to~aees. in the bl~st ~e1 involving a total 

hold-up. or production ~or- th,;~~ ~nths. ·· The first interruption was necessitated 
I ' • ' " . "! • 

by nornal cleaning operations ~ 'tru, second was· d.ue to .a mishap. 

Table 1:2. Brazil:' I~on ·11tl(l steel prOduction 

Pi§ iron Steel Years .... -..... Rolled Erodu~ts 

. Coke Charcoal Total Volta Other Total Volta Other Total 
Volta 

'Redond.a Redonda ;2lants Redonda ilants 

(in thousB.Ms of tons) 

1937 98 98 76 76 71 71 

1945 260 '260 206 206 166 166 

1946 96 275 371 85 258 343 13 2l7 230 

1947 176 305 481 145 242 387 90 207 297 
1948 224 327 552 244 239 483 198 205 403 

1949 .·l!h 315 508 joB 297' . 6o5 227 .. .273. 500·· 

1950 339 377 . 716 ..... . 420.: 354 tlij: ~ 287 ·"' 303·' 590 

Source: The Production Statistics Service of the Mln1str1'of.Agrieul~e. 
~ contrast ~i tlli ts rutime ~ends the e~nsio~ of the. iron all(l 

et&:el industey during the past few years did not result :frolif the stimUlus of any 
.... ' ' ' '.. ' .· . 

~at inc~ease in t~ price of' the product. The resumption of imports, which 

in 1946 .B.lle\ ,1947 ~d s1n•pa.'saed ha:1f ·a: ll11liion tonse.nnUa.liy1 and. the increase of· 

domestic p~~~tion, i~d. to a relat1v~ e~biliiy 1n 'the factory Prices- for 
•. ' .. \ ', ' ' . _' . . 

Brazilian steel and to a noticeable drop in the prices for domestic rolled products 

on the market. 
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Table 16. -- Brazil; Prices of domestic and import~d ~Re'l 

duri!l§ the period 1942-1949~~·\:;,:·. ·· ·' 

. ' ~ 12!±§ t?~7' i9~8 '1949 .. • 
Index of factory price of domeet1e rolled 

prod.uc ta · ·· · 

Index' of the price of imported steel rode 

Index of the coastwise trade price ot 
domestic steel (FOB) 

Percentage difference between the price of 
ooae1iW1se: trade and. the import price 

100 91.2 98~o 12~·~6 128.7 
(CIF) 100 92.-8 .. 105~·4 148.7 140.,.6 

100 76.1 70.0 6o.3 ·6C?.o 

f-9,5.6 f60·:3. ~29.·9 ~14.0 ':6.6 

Source: Economic and Financial· Sta. tis tical Service. of the Ministry of F:1nance •. 

The relative decrease in the pxoiee of steel, in terms of. the who1esale 

price index and. of the. ooat ot living index, is an incentive to the consumption 

of •the product. Between 1945 and 1950; apparent c,oneumption rose £!-om 56~.1000 
tons to 1,096,000 tons •. ·The expansion ·Of domeA:ti.;: 'e.te&l· production, and the 

relative 'decline in the price. of· the pX'Dd.uc:t, are ·factors of importance 1n t}le 

readjustment of' the mechan~;oa.J.· industry. to· po.sto-war. condi tiona. 

Years 

1945 
1946 
1947 
1948 
1949 
1950 

~ble 17. Brazil·: .. "rhe share of domestic production. in the 

SU]j>Pll of steel 

Production 
A 

206 

343 
387 
483 
605 
774 

(in thousands of tone) 

~rte 

356 
514 
573 
300 
297 
322!/ 

Total SUl?Jlly .c ... 
562 

857 
960 
783 
902 

1,096 

total 

100 A 
0 

36.7 
4o.o 
40 .. 3 
61.2 
67.1 
70.6 

Source: Production Statistics Ser'Vi~e of the Ministry of Agriculture and the 

Economic arid F1nane1al Statistical Service of the Ministry of Finance. 

!1 · Partly estimated, 

Note: Imported rolled products have been converted in terms of steel plus -
20.per• cent. 

· 'I'he d.evelopment of iron' and steel production in Brazil made it possible 

tO step up ilqports of other capital goods more interi$1vely tha.n those of- iron and· 

steel. · In ].911.'7, iron arid steel i:mporte (computed:· at their current valu;es in 

/terms of 
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terms of doliars) shewed an. j;ncrease ~t 1.31!5 }>er ce~t, ~s compared With 1945, 
whiist imports of other· o~p:t. +.at goc4a. increased by 234.8 per ·cent.. In these~ 
two years1 dbmeetic production o:r ste~l {cale:uJ.ated at import prio~$) increased., 

170•5 per cent, so that the supply roe~ by 145•7 per cent.. 

Between 1947 and 1949, iron and steel.inl.ports fell from.-97:.7 million 
. -~ ~ . ' ' 

to 70 million dollars, Whilst imports of other capital goods increased from 

339.2 million to 345 mill+on _do~rs. However, the value. of domestic produotio .. n 

of steel durinS this tw.o ... year peri<'ld r9$e. from 66 million to l4,8 million dollars 

so that the eu:pl_lly of, iron and steel i~reaeed at a greater rate than imports of. 

other capital goods. In short,. between '1945 and 1949, imports of other oapi taL 

goode inoreas~d 3 .4 times, whilst the supply of iron and s.teel increased 3 ·3 times, 

both being computed at their import prices. 

Years 

1945 
1946 

1947 
1948 
1949· 
a/ -
Source: 

Table 18. Brazil: SUI?Rl.y of steel and H;Ports of other ca;ei tal, goode 

Steel . a/ Imports of · Supply of ·: . Imports of other 
production- iron 8.nd iron and oapi tal goods 

24.4 
. 44.0 
66.0 
96.1 

148.0. 
At import prices 

steel steel ' 

(in millions' of nollare) 

42.2 66.6 
66.2 110.2 

97·7 163·7 
58.4 154·5 
70.0 218.0 

101.3 ·. 

174'.2 

339.2 
348.7 

" 345.0 

Economic and Financial statistical Servio~ of the Ministry of Finance, 

and the. Production Statistics Service of the Ministry of Agriculture. 

At present .the iron and eteE}l'industey ia working at full capacity in 

Brazil. However, the countey·ie still importing 3001 000 tone of steel annually. 

Current consumption ... about· one m:i.ll:ton tone -· ie rising al1arpl.y • If the ra. te 

of expansion of the last five-year. period is maintained, annual c'onSum.ption rray 

be ex.pected to r.ea.oh a level of one and a half million tons by 1955• 

/Among the 
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Among the present _e~pa;nsion plans qf the irqn and ste~l industry, that 
~ • . .- . . . I • . . 

of Volta. Redonda i.s the most ~mpo~ant. .The 1-Tational. Ir~n. and Steel Compar.y~ which 
... ' ~ . . ' ' 

owns this plant, drew up two expansion- .programmes in '1949. The first of these. was 
. : . : . ' . 

based on a 100 per cent utiliz.at.io~ of the existing blast fu'rnace with a claily 
; •• ~ d._ ' ' ' • ~ ~ • 

capacity of 1,.000 tons .and on the extension of the steel furnaces up to a capacity . . . ; . 

of 18o tons, the number o.f these furnaces bei~ increased frcim 4. to 5·. By using 
~ ,. ' . 

65,000: tons of ~crap, this plan wou1~ enable s_teel production to be raised to more 
' . . . . 

than 45o,ooo tcms. ~The second plan invol~ed th~ buildina of a eeeond 1,000 ton 
• . • •!.,. ,,, • . 

blast :furnace, which.h~ prev_iously been proposed in the or:iginaJ. expansic:m plan 

for the factory. Without using ecrap, and by employing th¢ ·t-wo blast furnaces 
/> , ~ ' • • ' ". I ~ ~ ; 

.of 8o per cent of capacity, the. prod,uction of steel coUld. ~ inciJ:-ee.Sed to m<>re' _than 

6oo,ooo tons. The flrst of these plans da11ed for ~xpenditure abroad of .. '. .. .. ' 

18 million dollars, whereas the second called for 27 million dollars. The . ' .... ~ •\ ' . - '. . - - ,. - .;'' ~ . .. . . . . 

National Iron an4: st.eel Company etro;ngi:r· fa1ioured the sec~nd plan, in view of the 

steep rise :i:n' domestic demand, 'ana .in July 195o it succeeded in making arrangements 

with the Export;..Import Bank. f6r financing the. ·f..oreign exchange expenditure involved 

in the largel;' project. 

~e :most important scheme for an iron and steel industry, now in operation 

and based 6n charcoal, is that· of the ACESITA ··Gompe.ny (Itabire. Special Steel Co.) 

which pro-~ses to meet the country's basic spedal steel requirements • .'This 
\. ~ .... ~- .. 

company, formed by private capital of domestic origin, received s~rong financial . ~ . ' . 
support from the Government and· is at present controlled by the.Bank of Brazil. 

The ACESIT:A Project, which was virtually completed by the em.of 1950; includes ~n 

integrated· iron and steel factory~· with a·· productive capacity of 551 JOO to~ ,Qf 
. , I •. 

fin{s~a: prod~cts annuallY~ and a hydro-electric. plant generating 28,ooo .I{W . . ' 

( o'! in.St~lied powe~) • · The iron arid ·steel plant; ie. situate.d in the State of Minas 

Gera.is, on the: ra.ilway line to the· port.' 6f Victoria, 100 kilometres .from t~ iron 

ore deposits or" Itabira. The cliarc'b'al·· used 'in the ·bltast ·furnace, which has ·a 

capacity of 200' tons· daily·, is to be· ma.nufa.¢tured by the com):6ny itself in. the 
' vicinity of the plant·. So far, 30 1 000 hectares of forest 'land have been purchased 

and half a million eucalyptus trees have been planted. The charcoal will only be 

used as a reducing agent, since all the power consumed will be supplied by the 

hydro-electric:: station located 17 kilometres away from the iron and s-teel factory. 

/As at 
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A~ at present. equ1Jll)6d, the' hydro .. ele·etric plant contains two 14,ooo Kilowatt units, 

but it is intended tb raise this to a total of .60,000 kilowatts. The steel mill 

at present has· a 300 ton mixer; ·a. 10 ton Bessemer converter, 2 three""phase electric 
. . -· . 

furnaces of.20 arid 5 tons resP9ctively) and~ 500 kilogramme inducti~n fur~ace. In 

1949 the blast furnace· began production on a sma.ll scale·, but after the steel 

mill, the rolling plant and the power station were completed at the end of ~950, 

the following production schedule went into effect for the present year: black 

sheets :. 10,000 t:~tis~ ·~taitlless·· steel plates, ... 2,000 tons;: bish silicon plates -

20,000 tons; steei 'springs (round and flat)- 2:;000 tons;: stainless steel bars-

500 tons; Bessemer steel bars - 28:,000 tons •. The ACESI'l'A Compe.!!Y intends to use 

a large ~.of i'ts production of spacial steels and hal!: therefore established a 

large engineering plant next to its iron and steel mill. It is exp:~cted that 

production in thiS plant,· for the 'Current year, will amount to 2,000 tons of 

agricultural implements and 2,000'·tons 6t spare .}:e.rts for automobiles am of tools 

of various types. · 

·· . with ·the ·plans· now under. way. in Brazil an annual increase of the .iron 
• • • •· • I' ' • 

and steel industry's capacity by some 4oo,ooo tons is expected in the next few 
. ' 

years. Three-fourths of this increase Will be accounted for by Volta Redonda' s 

output, and' the rest is to be supPlied by the factories using charcoal. 
' 

Furthermore, the present extension plans of Volta Redonda allow for a ~~-dble 

future increase of productiv~ capacity, involving a small exp:~M.iture in foreign 

exchange. The two blast furnaces working at 100 per cent of capfi.city and· employing 

scrap will make an annual production.of,more than ~,ooo ton~ of steel possible. 

It should be pointed .out that the plant is in a. poeition to build the metal 

structure of the. new st~el blast furnaces required for the plantts expansion with 

material of its own manufacture. 
' . 

Taking into.account the fact that the present capacity of the Brazilian . . ,. 

iron and, Steel indUStry iS aboUt Boo 1 Qo0 tons' annually 1 the. l!l.:t'Ol"elllentioned 
~ . . ., . . . ' . 

' .. . 
expansion sugge~r~s that. this capacitY: can be ·raised, first, to 1 1 2001 000 'tons, 

' . ...... '. , . . .. 

and to at ·least 1,4oo,ooo tons later, . . . . . . ' 

Yet, owing to the marked increase of consumption, which may rise to·one 
• ' • •• ·, -1 • • • 

and a half million tons within ,five 'yeal!s, as 'has btten mentioned, it is hardly; 

likely that in the near future, Brazil wiU be able to export appreciable quantities 

of iron and steel ,to other Latin American countries. There is much evidence to 

indicate that Brazil's engi.neering industry 'Will develop intensively during the 

/present decade, 
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present decade, ee,pecially the ina.ntifact\tte· cif. ti~icultural · equ1-nt and ~enine:ry. 

a:.nd transport equipnent• These illd.ustries Will··require. ever increasing amounts of 

steel and 'Wil1 stimulate the develo:r:me:nt and specia:lize.tion. of the iron and s~eel 

industry. As it expands, and· is. stabilized:, the industry will be able to reduce 

its own 'costs progresei~ely 1 and so further enooure.ge the developnent of the 

engineering industry. 

Cement· industry 

The };IOSt-'W'ar period WaS extremely· faVOUl"8.ble ·to ilhe ex;pansion of the 

cement industry. Demand had been pent up during; ·the preceding years; there 

was a better supply of fuel oil; equipnent could be acqui~d abroad and 

finally 1 the price of imported cement was high, all of which contributed to the 

increase of investments· in this industry. 

During the war years,· }ir0duct1on practically stagnated, increaeing 

only 11 per cent from 1939 to 1945. This was followed by .a phase of intensive 

development, a:: may be seen from the date. contained in Table 19. 

Table. 19. Brazil: Annual increase of ilroduction ·and apparent con.sumpt:!on of -- cement 

i946 1947 1948 ~ l<J5oY. Averam: 

Prod.uc.t~on . 7 +1 22 15 6.2 12.2 

A ppa.rent collsumption 14 7 17 17 1.9 11.4 

!/ · l?roductio:r;t e_st~mated on the baeis of the first 9 months and imports·. on the 

basis of U months. 

Source: Economic. and Financial statistical Sertice of the Ministry of Finance 

apd the Production Sta~~stics Service of the Ministry of Agriculture • 

The intense expansion recorded in the last five-year ~r.iod. raised 

p~oduction from 774,000 tons in 1945 to 1,361,000 tons in 1950, its rate of 
' ' 

develor.tnent barely keeping pace w;L th the rate of increase of apparent coneumption. 

Over the whole period, therefore,· little progress was made towards reaching 

self-sufficiency. Domestic production supplied 75 ~r cent of cons'~ption in 

1945 and 78.2 per cent in 1950. ·In. 1950, imports total.;ea 38(S,o_~o ~tons, as 

against 428,000 tons in the preceding year, but there was a (p"eat shortage of 
' 

cement in the country. 

/However,, 
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': Row(ilver;. il) ;:Y~e"1' of: the. 16::rl5e. amo'Ullts. now be~~· .tnveeted .~n this 

induetry, it i~S reasonable to expect that by 1952 domes~ic production 'W'·ill be . .. . ~ '~ . ~. 

able to meet all the country 1 s needs. 

The increase of cement imports took place despite the sharp rise i.n 

the price of .the imported product. Between 1937 and 1947, the price of imported 

cement rose 336 per cent, a rise three times greater than that of the factory 

price of the (\omestic prpduct. In 1937, the factory pr.ice of domestic cement 

was 40 :per cent higher. than that. of the imported product (ClF) whereas :tn 1949 . 

it was 47 per cent·lo~er.. ~~is ·situation was ·undoubt&dly .due to ~he·demands made 

on the (traditionally exporting) Euro~t[l.n countries in connexion with tneir 

reconstruction effort. However, since 19491 and especially since the devaluation 

of European currencies, there· has been a ·stiS.rp fall 'in the price of the imported 

prOduct.·· 

In addition to the ·favourable facrtors mentiomd above, another factor 

which stimulated develo}XIlEi:nt in the cement induetry was the iutrocluction of a 

road:.buil~ling plan which, since 1945, when the Road Fund was set up, has 

:leveloped very actively; For th$ first time in history paved roads are being 

built on a large sca.le in.Brazil~ Moreover, the SALTE Plan also contributes 

1,263 million druzeiros to be spent on road bUilding ·Until 1954. 

In ;1947, the productive capacity of the. 'industry was 957 ,·ooo tons. 

Since then, ·various ~nterpr:t'ses ;have spr-Ung up in different ~rts of the country, 

raising capacity to 1,6o7 ,000 tons in 1950. The present expansion and the new 

factories ·now "being built will make it possible to raise productive capacity to 

1,757,000 tons in 1951 and·2;287,000 tons in 1952. 
A :iarge part of the· new capacity installed recently is' represented 

by factories situated at a considerable distance from ·the Rio-Sao Paulo area.; 

Until a short while e.g~·, the cement industey was concentrated in this region, 

since the small ca~city ·of' consumption in the rest of the country, and the low 

price of imported cement, offered no incentive to the domestic production 

of this commodity; 

/Table 20 •.. 
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Tab1e·2o .. 
. --·-

Area of J2r od uct .!.Q.a 
Sao Paulo 
Rio de· Janeiro 
Minas, ~ais 
Noreste · 
Rio Grande Do ~:ul
Espiri:to Santo 

h~azil1 The J#odueti ve 

12.tt... !22Q 
360 564. 
330 532 
l6o 392 

65 137 
30' 6o· 
12 12 

957 ~rH{ 
. 

cal!&ity ·or· the· cement illdust!Z 

-~ ~ 
564 776.
682 ·774
302 362 
137 197 
165 :1;65 

' ~2 12' 
·i1TR 2~2Sb 

·'' 

Source: Product:lotl Statietiea · Servioe of the Mtnia~y of· Agriculture; 'end·· the 

N&tioool FodorotiOlil of IDd.ubtrioc .. 

The production: of cement· in ·Minas Qerais began in 1939i· in 1946, a 

second plant was built in the region. In the northeast, a small plant situated 

in the State· of Paraiba had· begun operations ·before the war. During the war, a 

plant of 65 1000 ton' capacity was bui~t in the. State of Pernambuco, an:llater, .the 

machinery in· the Pe.raiba plant Waf! re-equippe~ .and its capacity likewise r~ised 

to 65,000 tons. A ·further expansion of this plant to a capacity of l3o,oqo tons 

is contemplated. In Rio Grande do Sul, ce_ment production was first undertaken 

in 1947 and has made great strides si.nce. . Two factories were ... built in t:his. area, 

the second of which began production in 1951. A new plant, in th,e State 'of Rio 

de ·Janeiro,' with a capacity of 150,000 tons, should .also begin operating in 

1951; it 'Will employ the slag from the blast furnace at Volta Redonda. 

A remarkable· trend characterizes the development of Brazil's. came~ 

industry during the past few years: its decentralization. -The two pJ:"oduction 
' ' 

areas,· which existed before the W~·y are still adding to their ca~city, but 
. '· 

this has not checked the industry's spread to ~her parts of the coWltry. 

One of these areas is the State of Bahia, where th~ erec~ion_of a 

plant of 100,000 tons capacity 'Was recently beg\lll. The foreign exchange 

expenditure for the purchase of the equipme~ and the installation will ~ covered 
·. . ,', . 

by a 2,070,000 dollar loan, which has already been granted by the ,ExP9rt I~port 

Be.nk. Among other underte.kings of this nature are the factories set up in the 

Ste.tes of Parana, Santa Catharina, Alagoas, Ceara and Goiaz. It is therefore 

likely that during the next few years the whole country will be supplied with 

cement produced. ).oca;Lly or regionally. In view of the country's inadequate 
.\. . ..... " 

transport faciiities, and the enormous distances to be covered, this appears to 

be the most ecc,nomical solution, even if it implies reducing the average capacity 

of the factories and diminishing labour productivity. 
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The irregular supply of basic chemicals during the war yeaz.-s, hindered 

the. industrial development of Brazil.. The country depended almos'f;. .entirely on 
' ' . . .'-

imports for its supplies of alkalis and· eulph~. This created considerable 

anxiety in the Government and among the Leaders of. industry. 

Sinee no sulphur. deposits have yet been foun~ .tn Brazil, the use of 

natural and carboniferous p~ites has been considered. The former occur in the 

States of Rio de Janeiro and Minas Gel'a1s 1 but. deposita are fairly small and are 

already being worked. The carboniferous py:ri tea offer greater poss1b111 ties, 
• '· I • . ; ' 

since natural reserves are large and .Pl":oduotion of c-oal is tenditlg to increa~e. 

During the past few y~r.s, the Mineral Prodv.ction ta~oratory, an agency 

of the Ministry of Agriculture, hae;.g~v~n much attent1Pn. to rese.~ch into the 

possibilities of industrial.util1zat1on of .carboniferous pyrites and e~ly in 1950 

it wa.s announced that work on a.semi-1nduatr1al scale had beetl satisfactori]J" 

concluded. According to the results o'btait:led f:r-om ~.is research, at the present_ 

level ot coal production it will be po~a1ble to obtain a supply of some 50,000 tons 

of sulphur domestically, an amount ~¢'t~cient to .meet the country's minim~ needs, 

imports in 1949 surpassing the .1t5,000 ton ~:Dark. 

The problem of sulphur supplies may_ ~lso be sol-ved by the development of 
I ,, , 

the· ehale .. distilling indus.try. . Wben the. Platl referred to in the section dealing 

with Fuel and power has been fully completed 1 1 ts first pha~e will supllly an 

additional 30,000 tons of sulph\l.l' annually. 

The general development of ,industrial production also led in recent years 

to the production of. sulphuric acip _t)o.om imported sulphur. ~n 1948, production 

began a-t a new plant etnp;Loy1ng the contact. p.r;:oeese, 

In connexion with the production of _alkalis, ~eat ~nterest bas bee~ 

nhown in recent year~ .in developing the manufacture of.caustic soda by the 

electrolytic process. This is partly due to the increased possibilities for the , 

use of' chlorine, as. a ·result of th~ development of' other eectors of the chemical 

induatry and particularly of the pr.oduc..tion of inee.cti.cides. In 1948 the 

Induetrias S£Uiinicas Electroeloro S.A. ·bUilt a .factorY: .at Rio Grande, in the 

~tate or Sao Paulo with an annual product,ion capacity .of. l,lOO tone of caustic 
. . ' . ' -

soda. In August 1949, the capacity of this :l>lant we increase~ to 1,6oo tons 

and in 1950 ex'ten~Jione .vere being made in qrder to rai~~. ~-. plant' e production to 

3,700 tone.· Similarly, 1n.l950, a new electrol.ytic. plant ~longing to the 

Matarazzo undertaldnge·wE.t ·built with a production· capacity of nearly 3, 700 tons 

of caustic soda annually. ; 'As :Part of'its seneral-lllt:lnutacturiJ'lg operattQ~Js, ·this 

/plant 
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plant. is also producing 1naect1c1des and other chemiea1 pr®,uete: · It: my there- . 
·.r , • r , - _·. - .: -" .•. • ; 

fore be ded~,tced ~at the capacity f6r proclucing e'lectrolytic soda vas· tripled 

between 1945 ancl 1949. 

Yet Brazil is still eseentiall.,. dependent on foreign supplies of alkalis. 

Caustic soda .imports rose fro~·24;ooo tone in 1945 to 4o;ooo tone . .in 1947 and 

56, QOO tons in 19~9. .. ~p6rte of ca~bonate of soda (a· 'product not ye.t ·tranufactttred 

in Brazil) j,ncr•9aSed over the same .period 'as folldwe: '24 1 000 tons in 1945, 

31,000 in 191;:;' •and 37,.oo6 .. t~na 1~ 191!9~· 
The steep rise in _ti:te demand for 'th'ese ba'sic· products points to :the. need 

for a broad ~nd fu~damental solution of the ·problem; ·'probably the only remedy is 

to erect a .Sol~ay ~.la~t. D~ing the past ·-r~w years two extensive research 

programmes hav(;' been. undertaken ·in this connexion. 

An inter~ational gr,?uP, ·c~ris.tituted by Imperial Chemical Industriee .. of 

LOI).don ~nd the Solvay CompBey of' Brussels' studled the poeslbil1 ty of utilizing the 

.rock s_alt_, d~poesi:ts in the S~tes of Ala'g~s and Sergipe, After four years of 

work1 · th~ r,eeulte of this research 'wer~ ptib'l.ished in 1950 .· It vas proved that 
~ ·. . . 

there were adequate reserves of rock aalt with Which to supply a factory, with :an 

outpu~ of 200 tons. daily, for a peri~d of' fifty -years. ·'!he limeetone available. 
i \ • ' 

is of poor quality bu~ is present in sUrfi~ient quantities. There are no 
r- : , 

difficulties in. the way of water supply, even though the temperature of the water 

is relatively hi~, .Which ;dds~ to th~ cost of· production. : Ba_eed on th~se data., 

a plan was drawn up far the building of. a factery to produce 85,000. tons of sodiwn 

carbonate, 500,000 of which wou.ld be transforlll8d into 35,000 tons of caustic soda 

and 4,~00 t6na of refined sodium bicarbonat~. The investment required was 

estimate(} at ~)00 ~l~ion cruzeiros (25 million dollars). 'lhe group. estimated 

that at al.kal:t prices as pi-availing in August· 1949, the'probable annual return 

wo1,1ld be ~ .8 pe~ c~nt ~ · The plans were suspended ea:r•iy· in 1950, after· 

representatives of Imperial Chemical Industries and the S9lvay Company had viSited ,. 
Brazil.. . It was then· stated that in view of the high· coste· due to adverse . 

conditions of prciductiQn, and of the de~line ,.in the int-ernational price of alkali.s, 
. ' ' . 

after the devaluation of the Pound' et~rling, the ·.price of the prp_duc:ts would' have 

to .. .1ncr~ae~ by 85 per c~nt ~·fore th~ undertaking could be a paying propOsiti~n. 
Still, __ ,it wae confir~d · .tha{ -tilie ·sehe~ was feai\ib'le ~ · · 

·Tb~t tle~o~d :in~~~tigation·irito th~' 'poss.i'bili ties' o'f' building. a Solvay 
' . ' , ... ·I , :.·• .· . ·.· .. , . . . 

. plant in Brazil was carriea··out ..... by a' semi-public age-hey", the·Comp;mhia Nacional 
' •· '. .. : '·: .. :. '. •• .:f. ~ ·~ .:.. .. ...... • ~ - \• ·., ; 

d-e Alqal;ls_ •.. In 1949,- thiS 'c6mpaoi· concluded prei'ittiinary -investigations 
. '• , . . .. · ,i' ' · •.. :.j-11'.- -r~ . . . './' ... -. .. ... ·-
conc~:r;ping the Elite of"tbe factor)- and .. the: supply" :of r{lW T;D8 te;r:ials, The ,f(iCtory 1 

which '~uring its first Phase will have a productive capacity of 100,000 tons of 
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sod'ium carbonate, will .. ~e eitUa~d in the Cabo li'rio area .in t~e State of Rio de 

Janeiro. This re.gi~n :~~~::)~:r.:~~ 11meatoqe :deposits (shells) and a reserve of some 

10 million tons . of wael?---ed . a~el~e .has alre,ady :been .found and is ready ·!'or 

calcination. Sea ~a~t, pr-oduced in the v.icinity 'of the plant, will be used. The 

fuel oil will be e,ar~i'ed ·to tlle .factory by· a 2, lOci' lrie.tre pipeline, connecting it 

to the. port nearby. Cooling will be greatly facilitated by the low averag~ 
temperature of the seawater in this area. &·eah wa t~r wHl be raised from the 

subsoil or drawn from· a neighbout1:ng·:dver, t.hbu8h this' latter method w~ll involve 

a greater initial exi>end.i ture. The advantage; of the Cabo Frio plant over. the 

other factory :Pre~iously ~ntioned lles :'in lo!er . trans_ port. coats fv:r the finished 
' .? • ;' 

product to the main. centres of consumption. The lJ!B.nufa(;lturing cost does not vary 

greatly from one region t<;> another. In Cabo Frio, there would be less .expenditure 

:i.a ob~!n1cg .the limeeton~, .. but .the cost of· produc:ing. ·the salt would be higher. 

The. Cabo Frio plan calls for an investment of 350 million cruzeiros,· of 'which. : 

200 million cruzeiros ( 10 million doll.8re) will be payable in foreign exchange. 

If the total investmente for each" of the plants ~nd their'· respective 

productive capacities are compared, it will be seen that the project of tp~ int~r-
· .. 

national group involves a far higher investment. The investment per ton of 

sodium carbonate produced would ~e 5,882 cruzeiros, whereas in the Qabo Frio 

factory it woul(,i be 3,500 cruzeiros. This explains why the plaq of tl;le 

Companhia Nacional ·de A lea lis is -considered as profitable, even a;C'ter allowing for 

the lower price of al~l;t:e: $1nce .. the devaluation of tl:le pound sterling.

CBAPrER· III. 

Production and exP2rt of Rrime.ry products 

The foreign market is the most impm:•tant single factor ·in:nuencing · 

prlnary production, though .more than two thirds of it is absOrbed by the douiesti9 

market. The domestic de~nd for primary· products being rela-tivelY stable, what 

really determines the general income in prjmary production is the fluctuation 

of demand and P-rices in the foreign market. In the case of essentially export 

commodities the foreign market affects the prices paid by the domestic consumer 

and influences the amount remain ins for domestic consumption. However, a 
substantial rise in domestic demanQ ha,s, .in so~, cases., led t_o a contraction of 
the exportable surplus. 

The dependence of ~ifuary production on the foreigri market varies· 
greatly .r:z:om one group of products to 'another, and even more· within each gioup. 
Commodities of vegetable _origin ,depend _mo.~.t h13a~i1y o~· the f9reign market, more 
than ha:lf of the output l:>eipg. exPQ~.te<}. ,)rlle:. Pos-it;t,on Js. the,. reverse in the case: 
n.P 1-tv ... R+.n,..lr n.P v'h""'h nn1v.A'hrm+. ,::;'""""""' ,. .. nt. iA .. vnrw•+.Afl_ 
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The degree of depe~detlCe "18.riea e\ en: more widely within each group. 

Some commoditie1B, like rubber, are nmi'pt'actically 1.ndependent of the foreign 

market. Others, like the Brazi+ nuts of Para, carnauba wax and yerba mate depend 
heavily on foreign demand. Even in the livestock industry there are sharp 
contrasts: though meat exports do not constitute more thf'n 4 per cent of 
production, yet the export of hides and skins accounts for more than 4o per cent. 
Produc·.t-ion of s'ome minerals depends entir-ely on foreign demand, whereas the 
domestic market for ·¢lthers like manganese, is developing. Still others, such as 

coal are produc:ed entirely for domestic consumption. 

Owing to these diff~rences t;h,e effects of .the fluctuations-of foreign 
demand are more1 far-reaching than .would appear .from .a consideration of primary 
production a.s a whole. The. degree of vulnerlib:.1.l1ty t.<?. the fluctuations of fol:"eign 
demand varies .. not onl? from one aec,tor to another, in ~irrary activities, but also 
from one producing area to auother ." The carnauba, cacao and mate producing areas 
are single crop regions·· a:nd are highly dependent. on the foreign market. Therefore, 

their receipts are more likely to suffer sudden contractions than those of the 
country' a e'conomy'' as a whole. 

The development of.the domestic markets represents a highly important 

stabilizing factor for these regions. A good example 

found in the rubber industry oYer the past few years.· 

product was largely inten~ed for the export market, it 
by the-domestic market.~ 

of this trend of events is

Though formerly this 

is now entirely absorbed 

The degree of de~endence of primary production on the .. foreign market. does 
not seem to have changed greatly in the poet-war period. Calculated on the basis 
bf produce~ xr:l.ces' exl>orta. 'betveeri 19~5 ·and 1949 averaged 25 .8 per tient of 
production.' The: sudden change between 1945 and 1946 (see-' Table 21), is largely 
fictitious and can be attributed. to the disposal abroad of large stocks accumulated 
during the war. Cotton exJ.)Ot.'ts, for instance, increased from 164,000 to 353,000 
tone between 1945 and 1~6, whereas production remained at 378,-ooo· tone. cacao 
exports increased from 83,000 to··l30~00C tons; vhereae production remained 
at;ationary at about 120,000 tons. The la~:·r:e ae_:-ricultural surpluses were heavily 
liquidated after, 1946. By 1948 no cotton sm·y~ us remained; and in 1949 the same 
occurred with coffee. In 194:1, dee pi te the la ; ge expoJ;~tB of coffee .. out of 

accumulated stocks, the perq~ntage of agric~ltut·al. exports receded to the 1945 
level. 

l/ The decline in the price Of' rubber on the international market after the war 
cut off exports of Brazilian rubber. However, the intense expansion Of domestic 
manufacture of rubber goods was sufficient to absorb the surplua·~ich was 
formerly exported. The domestic price of rubber re1001ned higher than that 
obtaining on the international market, but a crisis was averted in the rubber 
producing area which might htne led to the abancl.onment of the 1•ubber plantations. 
Later, in 1950, the price of rubbe~ in the internatio~al market recovered. 



Table 2-l: 

Years 

19~5 
1946
1947 
19~8 

-1949 

- Brazil: 

· Tdtal 

'23 .o 
~.3:

26.6 
26~6·

23.3 
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. Perce-ntage of J~r~I00,!,1-.pro.duotion_~~~ 

·(Producer pri_c~s) . 

A'griculture Llvestock Mining 

---29.1 ~.3 8.9 
36~6 6.0 6.4 
3.3!3 6.2 6.5 
34.1 5.4 9.1. 
29.4 4.6 8.3 
22.8 

Commodities of 
vegetable origin 
.~. . ---........ ~ 

,57.5 
. 58~5-

56.3.
. 49~9 
·54 .9 

-~950 .
Note: Exports have bee~ ~alculated at·. co~sbi~t 1947 prices an·d the prOduction ... 

data used are those given in AppendiX A. 

During the year,s i~edifl.tely: after the war, for_~dgn 0-emand f~r 
Brazilian primary products_ c.hanged in _SOI!le reSJ?eCtS. oen'erally speakinr,~ there 
was an increase in demnd for a:gtticultural and cattle products, whereas a fall 
occurred in the demand for mining production and vegetable commodities.~/ 

. T:lle decline in foreign demand affected mining production and vegetable 
commodities, In mining the gt'eat decrease of exports was offset by the 
expansion in the domestic market. The contraction in· ·exports of vegetable 
commodities was smaller, but owing to the greater relative importance of foreign 

demand production was more seriously affected. After ·1948, there was a 
aub~tantial recov'ery in mineral exports·, principally due to the increase oj' iron 
Ore exports Which expanded from 64,ooo· to 900,000 tons between 1946 and 1950. 

Table 22: ·• .. Br.~'Z 11: ·. _ ~-d~.c~s ,or Rl'~oiJ.~~ion and of e:x:ports of 
. ' vegetable commodities: and minerale 

Years 

1946 
1947 
1948 
1949 

' (1945 = 100) 
Commodities ·-of vegetable orii~t! 
&eduction · Ex;ports _, 

. :..:. ........;.. ....... --.;. 

97.6 
94.7 

101.4 
98.8 ·. 

99·3 
92.7:
87 ~9..,
94.2.

Note:' . S notes ' in Table '2L 

r;../ At 1947 producer prices. 

· Minerals 
· Pr"6Uuction · ·-!frpdrta ~/ 

---~ 

99.'9 
1()3.3 
ll6)1 

125.9 

71.4 
76.2 

119.0 
116.6 

I ' f:.l Timber is not included in these data owing to the lack of adequate · 
statistics regarding iti;l :production.· ·However, it should ?e pointed out 
that timber exports increased .greatly during the ·early post-war years but 
fell off in 1949. 

/In contrast 
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In contrast with events in Jllineral pro!luction and with the case of 
vegetable commodities, foreien dem1md for agric.ultur~l products increas·ed grea.tiy 

as from 1946. EXports. during that year i~creased about 40 per cent, as compared 
• · • I . . , 

vi th the pr-eceding year and remained at a high · ievel ubtil 1948. These exports, 

though e;r:eatly drawn from accumulated stocks, conStituted a st.J:.ong incentive to 
production which, since 1946, has been increasing constantly from year to year. 

Table 23 presents the development. of the production and export of agricultural ~nd 
livestock products (at producer -prices) during the period 1945-1949. In addition, 
an index of the residue remaining for domestic consumption was calculated. During 

the period 1946-1948 this index shows a slight distortion caused by the liquidation 
of accumulated stocks. 

Table 23: Bra:~;il: ;rndices of f!C?duct~OI). and export of agriqultural 
apd livestock products and residue remairiin~ for 

domestic consumption a/ 

Years 
1946 
1947 
1948 
1949 

Production - ' 108.3 
110.5 
115.8 
122.0 

. . (1945 •_100) 
.t .· ... 

. EXports 
; l4f.2' 
' ' ~ .... 

130.7 
137.7 
125~7 

Remainder 
99.1 

104.8 
109.6 
l;20.9 

Note: The residue is production lese exports for one year1 stocks formed or 
liquidated b_eing disregarded. For source's, see Appendix A. 

'!,/ At 1947 pl'oducer prices. 

If the .'fluctuations of foreign 'demand _exercise f!.ny basic ~nfluence on 

the level of primary production, fluctuat'ions ot domestic .. prices in .turh ·affect 

·~the formation of the exportable surplus. The influence of domestic prices is 

f~l:t both directly and indirectly. , Directly, 1 t cteate~_.an incentive tO -,!~he 
' . 

sale, Within the country, of the surplus formerly placed on the foreign market. 

Naturally this only occurs in the cased products fol' which domestic deman:d ·is 

far greater than foreign demand. This is the case of rice, sugar, maize, wheat, 

beans etc. Indirectly, it is reflected in the rising cost of exportable ~oods, 

resulting from the general rising of the price level. 
I 

A comparison between export and domestic prices seeme to indicate that 

the latter,. until 1948 at any rate, had not exercised any limiting influence on 

exports. .The index ot ex~rt prices ~·or agricfult~al and _cattle m;-oduct~ has 

risen more steeplj since 1945 than the index of 'domestic f<:lod prices. 

J!able 24: 
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Table 24: Brazil: Indices of export E£!~ea and domestic consu.r~er_ 
prices ,of asri£:~~~ural and livestock 

Years 

1946 
1947 
1948 
1949 
1950 

Note; 

I \ • • --· A < t"' ... I • I· . . . • ··-"·' •' _._ ... • • • . : ~-uUC a··- -· .... __ '-.- • 
' · ~-- ·· .. _· (~9 .. 5-·= .1oof · }. - .. · I • , 

,.. '. 
. ~"' ' . ~: . .:~.· ' 

Ex;ports. . 
Agricultural Products . Oattle Products 

···:· 

Index Annual Index Annual 
increase increase 
(as %) · (as %) 

Index Annual 
inc:cease 

(as %) 
132~4 32~4 128.7 28.7 116.6 16.5 
176.:t 33 .o 172 ~4 34 ~0 142.0 21.9 
188.3 6.9 174;8 1.4 146.8 3 .4· 
196.0 4 !1 18~ .8 1 4 .6 153.0 4~2 

303.4. 54 •. 8 16o • 3 - 12 • 3 174.6 lli .1 

The indices of export's prices were calcu:' '3.~.,,.-:, !:ly div1..-!~.ng the value at 
current prices 'tly ·:.~:o qu .. '1D·j.,)'., The d~'lc·,;:·:,,· 0.i''ice i.r:·h·~ :!s that for 
foodstuffs on the :~·v:;o :.l m~ .. ~··L-~t,~ a.:-. 'f ·:: -~-:;_.,·~.~.-c: 1;y c-:.~:-:..' .. : --·.:_·< . .feorwmica. 

. .. . •', : .._..._ ..... _-......... -·-··· . 

In somecaeeo, t.'!le ,,·~r_:·t,~_(+ 1.cr: of •.J:.:JcF":jc pricE:a (:.?·l:X1;~ !:Jy controls has 
contributed to a decreD.&o of' p~·.::':::,:i:~.r.c '·:11_. -~·-.·i~J:·ectl.y_, t:· ~:1e cio0rease of the 
exportable surplus, _since a c::'·.=~r·t::-; ; :;t · ··,·. s p.:::~rticular protuc ~ may have led to 
export restrictions by means of e--~-~.:1· .. c .• _:?.·'-..;cols. 

In the case of the main e!iJ:X>rt 1JJ:·oducte, foreign prices largely determine 
domestic prices, both producer and cons~ prices.· Accordingly, they exero1se 
inflat~onary or e~e a depr~~eive influenoe. In any case, fluctuations of 
domestic prices of these goode are generally not so sharp as those revealed by 
export prices. In the case of products essentially linked to the domestic market, 
the domestic pr1ce.e are independent and it is these w~ich offer the possibility of 
placing the surplus on the :foreisn market. 

Table 25 shows six 'products, the first three being typical export 

commodities and the remainder rather more dependent on the domestic market. In 
the case o:f coffee Y ·and of cotton, export prices 1ncrea~~d to_ a greater ex~ent 
than domestic prices. Cacao prices followed the same trend, except that in 1949 

they declined sharply, whilst the others continued torise.· In-the case of 
tobacco, Brazil_is a regular exporter, but owing to the-relative size of the 
domestic market, export and domestic prices tend to be equivalent. Brazil is a 
marginal exporter ·Of both Sugttr ahd -'rice and th~ price~ paid by th~ importer O~ly 

' .- ' ' .,. if ., ·• 

exceptionally exercise any influence on the price paid by the domestic consumer. 
It may be seen that in 1946-1947, when world demand for these products was very 
high, export prices rose far more than prices on the domestic market, but in 
1948-1949 there was-a. complete change in the position. 

!.I In 1949, domestic prices paid by coffee consumers rose well above the export 
price index. However, this was due to the rise of coffee prices abroad. 



E/CN.l2/2l7/Add.~ 
Page 74 

Ta'tll.e 22: :Smz11: :trrlioes ·tOr tondm ~e.rA. ·blast 1o ;Eioes of 

sel.eot~ &f£1ou.lt12ral p:g1uots 

(1~45 : lOO) 
. . 

Coffee lQ46 1947 - 1948 1949 !22S: -
Producer 130.7 1Jl.1 139·7 178.4 182.0 
Exporter , 138.2 174 .. 0 171·5 199·4 352.8 . 
Domestic consumer '=./ 116.3 141.2 147.2 202.3 

Cotton 
Producer 155.6 174.2 2Q2.3 223·7 223.8 
Exporter 130.5 168.9 .205.0 225.0 222.0 
Domestic consumer ~/ 116.9 '151~2 168.9 211.8 

Cacao 
Producer 186.4 360.2 351.2 249·5 250.3 
Exporter 181.7 385.2 541.4 265.3 395.0 
Domestic consumer 2/ 129.0 290.6 455·3 

·Rice 
Pr'OO:ucer. 101.6 113.1 142.2 172.9 .163.6 
Exporter. 108.3 133·5 148.8 135·8 103.7 
Domestic consumer '=./ 110.5 117.1 144.3 198.5 

Sugar 
Producer 'd 104.4 113.4 117.9 . 132.8 132.8 
Exporter 164.4 179,9 96.1 101.3 131.0 . 
Domestic consumer !/ 127·5 l30~4 123.7 147 ·5 
Tobacco ' . 
Producer 113·9 121.9 115.2 121.~ 125.0 
Exporter 113.8 118.5 . 131.6 122.8 137.4 
Domestic consumer ~/ 107.4 124.5 117.0 121.2 

!I Retail price aa a.n average for the state capitals 1 published by the 'IBGE 

(~razilian Institute of Geography and Statistics}. 

Ave~ge price 1n the coastwise trade, baaed on data supplied by tile. 

Economic· end F:tna.ncial Stat1at1ca1 Sorvice of the Ministry of Finance. (SEEF). 

Price paid to th~ sugar cane growers 1 basic. data supplied by the 

Production Statistics Service of the Ministry of Agricult~re. (sEP) • 

/Until 1948, 
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Until 1948, with the exception of sugar, the ex;port price indices of 

all these products were. c~nsist~ntlj ab~ve .the domestic price indices. Th(re 

is nothing to tndica.te ~. ther~fo~, · th~t. the· eXI>Ortable surplus was _diminishe

by the pressure of do~~t-ic prices •. In 1948, howeve~, 'th~ rfse .of. dome~tic'.
prices wa~ much ~~ter t~ that whic~ occu~~ed., on. t-he ··fore~gn· ma~k~t~ .Ill .. 
the case of coffee 1 it . is likely th~t siro~g f~re iBn, d~mand influenc~d th~ ' . ' . . '" . ' . .. 

domestic maiket; and 1n the case or' ~ott.on it is likely that the liquidation .. ' . ·-.. ·. . ; . . . 

of· stocks arid the earli~r rise in P,~oduc?r prices ( cause.d by the smaller 

hartests) ·had a 'similar _infl~ence. 

Tabla 26: 

Products 

Coffee 

Cotton 

Cacao 

Rice 

Sugar 

Tobacco 

. . . 

Brazil: 

Sources: See Table 25 

Increase .of prices of selected asrig_ultural 

products 1n 1249.as compared. with the pr~,;cedin? 

. 27~9 

20.0 

176.1 

- 13.0 

5·2 

8.8 

;z:ear . 
(percentages) 

Domestic consumer prices 

55.1 

i~2. 9 

It is poasib~e that after 1949, domestic prices may have tended to 

curb the exportable surplus, at least 1n so far as those products are concerned 

which depend ma:1nly on the domestic market. A rise 1n ·the price of these 

products is nec~s~arily followed by a rise m the cost of living, whi$, 1n 

turn, affects -t;~e cost o_f $Xport products and tb~ shift_ of. facto.rs of · .. 

production tpward_ the favpure~ sectors. A rc:dtro~ion. 11\ t}le capaci:ty to .export, 

for reasons of this nature, was partly averted :tn . .Bra.zg in 1950·b;y me~ of 

the introduction of a system of subsidies to the eXpOrter11J. moat seve.re:cy:. 

affected. This system was l'!)ade possible byt the ~er li;lystem and combined 

operations. The sha;rp rise. ~ the price of coffee during the last fev months 

of 1949, and the general rise in the :price, of primary. goods in 1950r.curbed 

the.,e.xpansion of these disguised subsidiee,:whicp,tended to dieloca:te-.-domcstic 
•,. . . . 

and foreign prices even more. It 1S hardly likel.y ~that:w1thout this changF; 1n 
' .. 

the evolution of. export prices, Brazil would have been able to maintain the 

parity of the cruzeiro, 1n view of the ristng trend of its do~~stic prices. 
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Prospects·.for the coffee. econotq 

Coffee as a source of income a.nd of foreign exchange: · Coffee remains orie of t·he 

predominating products in the Brazilian econom1. Though· 1 ts .:tinportance hes 

diminished considerably during·the past 25 years~ so fa%- as its share in the 

formation of the national product is concerned, its· ·position in 1950 as a basic 

factor of the capacity to import is very si'milar to-'that in 1925-1929. 

During the period 1911-5·1949 coffee contributed little ·more than 5 per cent 

to the formation of the gross national product, . whereas ih 1925-29 it accounted for 

more than 20 per cent thereof. HO'wever, during these 25 years ;J. ts share· in the; · 

current value of Brazil '.s expm'~~s a.~c.J.ined much·lGss, In 1950, it accounted for 

66 per cent of total · expo::te, "j~-' .. )t.~h 1 t ·can ha;·dly have contributed more than 
. . . 

8 to 9 per cent to the forma t,:;.1;,n. cJ the gro~ s na:~ional product. 

Table 27 Brazil: Con·:,·~:·.··:~-~:. l.•Jr.s of coffee to the formation of the 
gros.;;-r1d.i.iona.l ~o.auct _and to the current va.lue · 

Years 

1925-29 

1945 
1946 
1947 
1948 
1949 

1945-49 
1950 

Note: -

of ex:eorts 
(as a percentage) 

Gross national product 

22,8 

4.2 

5.2 

5.9 

5.6 
5.9 

5.4 

8.5 

Ex:eorts 

72.0 

34.9 

35.3 

36.6 
4l.b 
57.6 
41.2 

65.8 

The data tor- the gross. national_product_are-~ken from tho~e. 

contained in Table. 91 Chapter I, so. far as ,;the period 1945-:49, !Ls, . 

concerned.·· The,total tor 1950 is an estima-~e •.. A~ estimate for.the 

period 1925·29 was made based, on available goods (aee Economic Survey 

for Latin Ameri.ca1 .12!:2, Chapter VIII). ~he value of the production 

of coffe~ has been considered entirely at export prices •. The va~~e.,of 

the tota~. gross nat.ional product for 1925-29 was calculated in. 1949 

cruzeiros and the value·of 90ffee.p:roduction during the 1925-29 5""year 

l;)er~od was _estimated et 19~9 e~.orttpriees 1 b.~ the necessary aor.rect(ion 

was made in the .terms of .. trade. /Accordingly 
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' ' . ' . : . I' ' 1 • ••, ; ~ . ; '. .•'' ', ' 'i • 
Accordingly coffee ·has lost much of its dynamic function as a source 

of incrnhe and a~ a·n element productive.of.he'li~pitai: However,· it-s position' as 

the primary means whereby dome'stic' savings: ar~ transformed into real capital goods 

has remained unchanged' that is 1 as-~ sourc~ of foreign exchange •. At present, a 

fall in the:val~e-of· coffee' exports~ a less depresSive· influence on the level 

of economic activity. tha.n in the pre-cri~is period; however, sueh ·a fall would 

pr~bably exerci~e a more depressing influence on the. balance of payments for, 

firstly, imports are much less elastic owing ·precisely because the:{ have been 

limited by direct. control and are alm<>~·t e:itclusively made uP bf essenti~i· goods. 

Secondly a reductio~ of coffee e~rts ,.nOw affects the level of domestic' activity 

much less severely ana hence the demand for'imports would be'less sensitive to 

such a fall. 

Production and export'of coffee in the period -1945-1950 
Durfng th8 period of 1945•.50 Brazil's co.ffee production. totaled 97.5 

million bags of coffee (of 60 kg){'at.the same· time, it expor.ted 96.2· million 

and ·c~nsumed 18.8 ~illion bags. Thtl'.defi~it amounting to 17 .5 .. million bags was 

made up i'rOtrl stocks carried. over trom years pre\fiously. In other words,production 

Was almost entirely diverted to exports; Whereas ;domestic demand was met out 

ot' existing stocks. These, however, were virtually liquidated in l949 and Brazil 

was theref~re unable, in 1950, to maintain' coffee' exports at the 1945-49 level~ 
This position is likelY to. continue during the next few years. 

Table 28 Brazil: Production e orts and domestic consum tion of coffee 

Years 

1946 

1947 
1948 

1949 
1950 

Note: 

· . ·· · · in thousands of 0 kil0gramme bags 
Produ_ct·ion . · Exports_ Domestic consumption d~iiit!g RaH~umption 
. 13 1 915 · 14,172 31 032 171 2o4 
15,289  15,50;  3,090 18,595 

15,791 
-.17,291' 

17,192 
17;805 

14,830 

17,492 

19,369 
14,800 

3;150 17,980 
.3,210 20,-702. 

3,270 ~2,939 

3,300 18,100 

Production data supplied by the 'Prdduction·Statistics Service ·of 

the Ministry of AgricUlture, export data .. supplied by the Economic. 

and Financial Statistical-Service of the Ministry of Finance; 

for domestic_ consumption date. seeConjuntura·Eoonomica, July 1950. 

The. 1950. «Sonsumption date. are estimated. /The. strong· 
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The strong recovery of coffee prices on the world market since the end 

of 1949 thus reflects the fUndamental cbarige:'in the structure of the coffee supplies 

which are particularly inelastic over the short term. 

The planting of coffee is a long-term investment·, requiring from 4 to 5 
years before yielding any returns. Once the tree begins to bear fruit, it becomes 

a· form of capital investment· which should be productive for some 4d.years. A 
. . 

large sUpply of labour is required in the production of coffee 1 but as wages; are. 

nearly always paid·in coffee, harvesting of the.cropwili ~lways be of advantage 

to the coffee producer. In other words,; the loss incurred ·by not ~arvesting is 

always greater than that occurring by selling the product 'at the lowest prj.ce, 
. ' 

provided labour is available, This is the reilson· for the marked inelasticity of 

coffee sUpply in terms of prices. 

A persistent fall of prices such as that which occurred in t~ thirtieE 
and forties may cause the planter to l<w.er his costs of production~· Thi~ ~: exp:i:~ins 
the discontinuance of. plantations and the progressive loss of the SQil's ~ertility. 
Moreover,. the planter is unable to proceed with the steady replacement of older 

•, ' 

trees. Even if he is in a position to set up a partiat depreciation f~d; the 
• . • ~ ' I ' 

low return on this capital will· induce him to· invest this fund in other crops 
' • • \1" 

or fields of activity. There will therefore be a tendency to withdraw inves:tments 
anq.the size of the plantations will tend to.dim1n1sh. This occufi-ed between 1930 

and~ 1945 in Brazil when.l,OOO million aotfee'trees d'-sappeared, that is about 
one-third of the plantations.!/ . ·. · · '· ' 

It the price ot .coffee is measured by its purchasing pow~r on the 

world me.rket, .it will be seen that it_he.s suffered two unbroken d!=!pressions 
in the past 20 years. In fact, if coffee prices· ,are compared witll those of 

. \ 

BraziLian imports, the resulting index fluctue.t(fl sharply and ehote a markedly 

unoulating curve. In 1913, 1924 to 1929 and 1?501 the index exceecs the 200 nark, . 

though during the cyclical upswing of the thirties it barel~ reaehee 100. In 

other words, coffee did not recover between 1930 .and 1948, as may ~e seen in 

Table 29. 

!/Together with the prevailing low ·price level, the fact that production . ~ ~ . 

constantly exceeded· the market's capac! ty to a}) sorb supp~ies was a ~urther
- . . . . . ,' . . .. 

inducement to disinvesting~ During this· period, in·Ql"der to adjust world 
··' ' . . . \ . 

coffee sUpp'ties to. deme.nd, Brazil was. compelled to destroy more than 

80 million ba~s -~f coffee w~~cili, at average 1950 e~.ort ~ri~.~.s, represented 
l -.--



Table 29 

Years 

1913 
1914 
1915 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
1927. 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 
1938' 
1939 
1940 
1941 
1942 
1943 
1944 
1945 
1946 
1947 
1948' 
1949 
·1950 

Sources: 
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Brazil: Terms of trade of cofJee duriE£ the period 12~0-1950 
'1937=100 

Coffee exp~rt price index Brazilian ipipOrts terms of trade 
price index of coffee 

26 13 200
22 14 157
20 23 87
25 30 83
24 3~( 65
26 42 62
53 41 129

'42 48 88
46 58 79
67 50.,. 134
83 6o 138

116 ·52 223
121 50 242 

96 46 209 
96 ·,56 171 

115 54: 213 
108 51 212 
67 56 12'0 
74 .68 109 
86 61 141 
75 63 ·119 
84 66 ·127 
79 91 87 
88 · 97 91 

100 100 100 
. 75 105 71 

76· 108 7b 
74 122 61 

103 137 75 
152 156 97 
156 159 98 
161 166' 97 
169 182 93'
233 215 108 
294 260. 113 
290 271 101'
337 270 125 
597 224 267 

The coffee export price indices are taken from the value in cruzeiros 
of the price per bag of coffee exported; for import price indices see 
Economic Surve~ of Latin America 1 1249z ChaEter VIII 

/This·1ong 



This long depression of the coffee economy is bound to b'e reflected in 

the oottee prod.uotion :during the vhole of tlie present decade, si:nce. :l:t ted to a 

radical change··· ib·~-'th~· age structure of the plantations. Only a thorough knowledge 

ot this structure would make it possible to define accurately the present problem 

of coffee and to discuss the prospects for the near future. In any caoe, in 

order to clarify the tmportance of this factor, we shall use data which are more 

or less hypothetical. 

At the beginning of the depression of the'thirties, Brazil had about 

31 000 million coffee trees. It may be assumed that one-third of these were less 

than five years old, another one-third less than fifteen years old and the 

remainder more than fifteen years old. Since practically no coffee was planted 

during the following fifteen years, by 1945 the latter of these three groups of 

plantations must have been either entirely or almost entirely unproductive. In 

tact, 1n 1945, there were only 2,078 million productive coffee trees. Half of 

this nuniber are todlo/ old trees and the greater proportion of them will be 

unproductive before 1955. These, of course, were already about fifteen years old 

in 1930. On the assumption that since 1946 planting has been proceeding at a 

rate of about 100 million coffee trees a year 1 it will be found that by 1955 

there will be about 11 000 million thirty year old trees, 500 million aged from 

five to ~n years and 500 million less than five years old. By 1960, there will 

be perhaps 500 million old trees still producing, 1,000 millio.n new trees and 

;oo million less than five years old. Considering that an old coffee tree 

Vhioh has been well cared for can produce 500 grammes and that a new tree can 

produce 1, 000 gramm~s, provided it is equally well looked after 1 production 

might be estimated as follows: 

No. of 
coffee 
trees 
(in mil· 
lions) 

Production 
in 000 1 s of 

million tons 

Old trees·· 
New trees 
'.J,'r$es less thfin 
5 years old 
Total lto68 

1222 
No. ot' 
coffee 
trees •· 

(in mil-
lions) 

l,OOO 
500 

500 
2,000 

Pr:-;:~,.uct ion 
in OOu's 
of million tons 

500 
500 

1,000 

This estimate, though based on hypothetical data 

1960 
No. of' Production 
coffee in COO's 
trees of million tom 
(in mil-

lions) 

500 250 
1,000 1,ooo 

500 
2,000 1,250 

should not be far off the 

real position in Brazil. Though it is true that the life of the older trees may be 
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assmned has not been maintained since 1946. · If· by 1955 there still remain 

1,500 million productive old trees and if in 1960 .there are. 1,090 mil;LJ:on 

productive old trees, coi'i'ee production·in 1)55 woUld amount ~o 1,250,000 tons 

and in 1960 to 1-1/2 million tons. If this second, .more optimistic, forecast 

. ii f~fillea, then the .coffee el:ir:tilus available for export in 1955 _would amount 

to almost 17 1 000 million. bags,·thatis:, less than1948 :exports andmucl!.· less 

than 1949 exports. 

'l'he failure to re-stocl: ·the· coffee plantations between .. 1)30 ,and 1945 

has therefore l'8S'Ulte'd in a sreat ageing of 'the plantations. Even. if., the 

necessary· factors ar€f available and ·prlceS·•B.rS Sufficiently high. to attract 

capital, it will be at least ten years before the ·present deficit can b~P 

covered, and it'will.require. an inereasing rate of investment. 

EXJ?ansion llO~Sibillt,ies for cof'f~e uroducti~
. ~ .. ·. · ..... • .. · 

-' . . .. 
In the precediztg s~c.;tion.it was assumed, for ~he purposes of the 

' . ' .. ~ . 

discussion, .thf1t i'rom 1946, 100 M;i.llion .coffee trees were Jllanted ai:mu~lly in 
,·': 

Bl•azil• '.rhis is of co:urae ~n excessively OJ?timistic ass1.1Dlption sj_nc~ the data 

, :published in ls;·4s; rt?veal that: there ~ere little more than 150 mi),.liqn coffee 

trees oi less than f:tve years of. age •. 

However, i.~ is certain that since.l5i49 plantinG has increased [7eatly. 

Thour;h accurate data are not BrVailable, it may be assumed that b:[ the end of 

1950 the number of ~oi':fee trees less than five ye~l"S .old -vrould have been about 

250·.millio1;1, anP. that plantine is now :?roceedi,nc at the rate of 100 million 

treeD annually. 

'rhe qu~st~on to ask is: W11at is Brazil's ability to continue 

eXPandi"':S its coffee :pla,ntation~? Du~ firsi;i .a vrord of explanation is necessary. 

The preservatioJ;l of. the :present number of productive coffee trees 

implies a certain .am9unt o:i.; expansion, since the ~w tr-ees cannot be planted in 
., . ' ,·. . 

soil which has been e~aus,ted by previous plantings. In firazil, because of the 

traditional rpethods of coff~e plantation, the land on which trees ~.ave once 

been grown becomes. pr~=~:ct:tcally useless for replanting. . Hence plantations are 

constantly shifti:t\g• . 

In order to maintain the country's pres.~I1~ :prod}l9tive pot~~tial, it iS 

therefore necessary' to·.-utilize ·new' lands· constantly. 

factor is vThether tle'W land iS· available •' 

. Hence the decisive 

/The land. 
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The land best ·sui ted for the planting of cofl'ee is the so-.called 
11 terra roxa" (red soil) derived from the wearing away ·Of diabasic rocks; j_t 

is found principally in sa~ Paulo, in the nol .. th.of the State of Parana and. 1/ lil 
in southern M.a.tto Gross and Bciyaz -.. · In 1920/the State of Eao Paulo, 

52 per cent of the coffee planta't1ons were situated on thls -type oi' larid 1 

whereas in 1945 only 22 per cent were ·t.hus situated. Once the better soil 

had been used, plantations spread to the less fertile ·areas and·it may 

therefore be said that present plantations in the Gtate of Sao .Paulo will 

progressively spread to poorer soils. It has been estimted that in 

·sao Paulo there are now no more than 200 million coffee trees actually 

standing in "terra roxa" • 

''l"he reserves of land tor coffee in Brazil are principally si.~ualied 
, 

in the northern :parts of the State of l?arana and in the sourhern part of 
' . . 

Matto Gross and ~yaz. The reserves in the two areas last mentioned have 

no~ yet been fully investigated but they do not seem to be very extensive. 

Furthermore, they appear to be scattered areas, a fact which adds to the 

transport difficulties which :for the present make the utilization of this 
' . . ' I • 

land a remote possibility. Attention is now concentrated on the northern 

part of Parana where abundant land st1i table for coffee growing exists 1 

. thou,gh not all of the soil is "terra roxa". '.L'he more optimistic estimates 

suggest that as many as l,ooo million coffee trees could be :planted in tJlis 

regiong! . Offi~i~l data reveal that in 1949 there were '150 million 
,· '. 

productive coffee trees in this area, 50 million being less ~tan five years . ' 
old. There is, therefore, the possib~lity of a substantial expansion of 

:plantations during the current decade, ·even according to more modest 

estimates. The estimate of production between 1955-1960. contain~-d in the 

preceding section was based on this possibility. 

However, the existence_ of available land, though ess~ntl.al, is not 

enough for groWing coffee. This type of cultivation requires a large 

amount of labour. The great coffee expansion which occurred. during th last 
. . . . . . - . . . 

decades of the past century in the State of Sao Paulo~ coincided With a 

strong current of European immigration. The present situation is of course 

};/ Precise data are not available concerning the location of all the, 

"terra roxa". In 1950, it was report.ed tha. t this kind o:t: soil had been 

discovered in the State of Para in the northern part of the country. 

g/ Bole tim da Sunerintendencia doe Services do Cafe 1 Sao :Paulo 1 July 1950 

/dissimilar 
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dissimilar, since it is not a questioti-df'::ex:panding_ culti,vation but of 

replacl:ng existing plantations bynew·ont:Ps.' But owing to the creat indus~·ial 

development· of the State of ~,ao· Pauloj· :d:Lsplfj.Ced labour ia being absorbed by 

other occupations in the same region. There are 1 nevertheless 1 othe:t:: ar.~as 

in the country vThere the rata of development is ;less intena:i.ve and the r&te of 

natural increa.se of the )!opu.lation higher, and these regions woulc1 ther~fore 

be in a position to supply a. large part of the necessary labour.; This 

population shift as between regions thousapd:S ~f miles apart is taklng pla9e 

not according to an,y<plan but by indiVi(lua.l initia.tive wi~ the mere 

encouragement of organized br. unorganiied. publicity. '· 

That is why tEnllporary shortages _or ,labour recur frequently, in .. 

' . ; cer'tia,in areas,· a circUlliBtance wll.ich· help& to incree.se the general impressiop. 

· that the Pz'oblem .is· i:hf.loluble. The· s'i tilation, also calls for the. 1.ntr9Q..uc tlon 

· o:f more rational worlc methods· tending to' •rea.uce t.he emploJf1llent o:l.' labour in the 

production of coffee. In certain specHtl cases, in. the State Of sao l?a:ul.o 1 t 

has been· possfble to reduce :t)le use of labour by 30. or 40 })or cent. · , .. : 

· Land being available and. the problenl. of ·laboUl· not being insoluble, 

it is evident that Brazil will b~ able to maintain or even raise -its present 

leve.t o1' coff~e product-ion, on condition :that· sufficient capital~ can be. 

attracted. The question 9f capital is certainly the· mos.t complex issue ,before 

the· coffee ·industry·. · 

It has been officially est·ima..ted -that in 1950 ;the· expenditure i:rweste~ 

in forminc a -~ew· coffee plantation amounted to 8.5 cruzeiros per tree, the 

value of the land and of the interest on the CfJ.pital being disregarded. The 

expenditure can be broken down as follows: 

Clearing, preparation and plantation of the land 

Maintenance and cultivation over 4 years 

Total 

Cruzeiros per tree 

3 

....2!2 
8.5 

rr.he planting of 100 million trees per year thus represents an 

investment of 850 million cruzeiros, apart from the value of the land and the 

interest payable on the capHal. Accordingly, it may be said without 

exaggeration that Brazil at present requires an annual investment of about 

50 million do~lars in order to maintain the level of its coffee production. 

/The position 
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The posi tioh of coffee cul~ivat:+on in the. Brazilian econonzy is:·now 
• '' ' t., ... •... t 

very' different fl;'ODl that which it held dui:;.ng the' t'Tenties. ' Opportunities 
' .. : .. 

for investment have bec.ome di:Vereii'ied. Otht3r crops present equally

, attractive investment :prospects.· Cotton, for ip.~tartce, has a more stable· 
' ; . 

·Consequently, unless. th~ :Prosvec_ta ·for the maintenance· o1' present: 

relative :prices improve over a certaj:n period, it is hard.ly likely .that ·the 

cultivation :::>f coffee will attract all the capital required for expanding and 

Ill.:1intaining 1ihe present level of produc-tion. It ouGht to be remembere·d .that 

coff~e cultivation.has been on the decline in-Brazil for practically 20years, 
• . ' . , . ' •• ' • . . J. 

and ·that _the J,.arge eap_ left by earlier disinvestment must be filled. It is 

pertinent ~o enquire what the future effects would be of an artificial 

lowerinc of' the price ot coffee by ,.institutional means, and how .far this 

would hamper .the recovery of the product in Bra:z:il. In such an event, there 

is the risk of the prOGJ:'6Ssfve ageing of the plantations, br at least o:f ·• 

production not expanding as much as would be desirable. If ·Prices were .freed . 
in the future, the rise lrould tend to be even sharper than the rise d~ing 

1949-1950, since the effec~s of the stl~uctural facto~s which led to this 

increase would be ey:en stronger. It would the·n 1be -difficult to maintain the 

:posi ~ion of coffee as ·a liO};lular bevera.ce throughout the world. 

'

/CHAPTER IV 
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CIL'\PTEH IV CHANGEb IN B'l'RUCTURE OF INDUS'l'EY 

Employment and l)roduc tivi ty 

It has been pointed out earlier that durinG the per-iod 1945-1950 

secondary production increased at an annual ra·te of almost 5 per cent. 'rhis 

increase, though sut'ficicnt to lJ!'event industry from lbsing the position it ha,. 

gained in the Brazilian economY during the.war years, nevert;heleso.did. n<:>t 

enable it to contirme to absorb labour from pri:rna.ry ac ti vi ties. 

Owing to the inadequacy of Brazilian industrial statj,stics it is 

impossible to do more than GiVe aplJroximate estimates in this field, and . 

hence any· conclusions drawn should be r~ceived ~.11th great resertt. • The 

ex:i:stiriC data relating to employment i.n inP.ustry, obtained from social. 

security sources, sucgest that during th~ period.und.e~ study industry as a 

whole did not absorb any labour. · The increase of production m1.1st therefoi'e 

be. ascribed to bett~r ::;>roducti vity .!/ This i.s bol~ne out by 'rable 30 .• 

Table 30 Brazil: . Indices of industrial ;production, emplo;y}!!ent in 
· . indus try and. productivity 

Years 

1946 

·1947 

1948 

. ~949 

1950 ~/ 

Industrial 
Jgoductioh 

106.3 . 

102.8 
. 118.2 

121.6 

125.0 

·~1 Partly estimated. 

(1945 :; 100) 

ErlllJloyment 
in indus trz 

99·9 
S)8.5 

99-3 

95.6 

Produc ti vi ty 

106.4 

104.3 

121.7 

122.5 

130.8 

Source: Conjuntura Economica. ior coi!ll116nts on the index of 

industrial productiol'l:, s.ee firs~ part oi' Appendix C. 

bui1di~·· 

·rhis· does not include 

!_l Productionper worker. 

production per mari~hour. 

There are no data with which to measure 

/During 
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During the war years, the dif'ficulty r'f bbtainj.ng new equi!mtent led t,J 

the intensive utilization of existing equipment. The :l.ncrease of producti:;n 

was therefore largely due to the greater number of wurs·worked and'to the 

increase in the application of laboiD' pet un:tt of fhed capital. It has been 

estimated. ·that between 1940 and 1945, employment in ..Lndustry increased 50 per 

cent more than industrial production. The readjustment made during the follow-

1ng five ··year IJeriod is therefore a correc tJon of th~ fall in productivity. 

Under special conditions, such.-as those prevailing in Brazil durlng 

the war, it mey have been profitable to transfer labour 1rito indus try even at 

the expense of ita average productivity; since primary production remained 

stagnant durinG this period and therefo~e the surplus of labour which could not 
" 

be absorbed by industry,· or services, would otherwise have remained unemployed. 

There is evidently. a limit beyond ~hich the value added to the product 

is lovrer than the wage of marginal labour, but this limit tends. to shift when 

inflationary pressure causes the price per unit. produced to rise more rapidly 

than the wa:ge ·level. The same 'may be said with :rega.;r:d to· the intensive use of 

equipment. If the expenses by way of depreciation were to absorb the whole of 

the increment in the value of the product not absorbed by wages, multiple shifts 

apparently would not prjma ~ offer a:ny economic advantages. 

However, the rate of depreciation of a subst~tial part of invested 

capital is hardly affected by the number of hnurs of labour per day. Further­

more, it should be remembered that in certain cases, from the economic point of 

view, it is essential to step up pr1)duction over the. shr)rt period. This short 

period increase of production in certain industries became vital during the war, 

in order to maintain the level nf activ~.ty of 0ther :J_ndustries o:r other economic 

activities. J?esi~e~, ·industries .such as the text:ile indu$try, for, in,stance, 

took advantage of the position created on the foreign market by thewithdrawal 

of the usual supplies. In these,cases, there was, in fact, an economic advant-
. .. .. . ' 

age to be. ga:tned from intensifyine the utillzation of equipment, even tho1fgh 

wear and tear increased more than proportionately. Perhaps the solution·of 

the problem of the shortage of capital in underdeveloped countries may be found 

in the full·time utilization of the equipment installed. · In 'the· text:iie -,·industry, 

for example, where there is very.little depreciat:lon of machinery, o:iie is led to 

/enquire 
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enquire whether there is any justification for the increase in the number of 

factories when those already built and :producing the same type of goods ren;ain 

idle for eight or sixteen hours daily. 

Though the reduction in productivity did not involve economic losses 

during the war, it did create the need for substantial replacements during the 

early postwar period. These· replacements account for the substantial increase 
'· 

of productivity during the past few years. 

It should be kept in mind that in Brazil the rate of replacement has 

always been very l~w owing to the rapid grDwth of the population and the small 

amount of capital invested per ga:!.nfully employed person in the country, There 

are, furthermore, other factors which have in the past· contributed to. these 

results. For instance, it is generally recognized' that one of the basic factors 

of economic development is the change in the cost ratic between the unit of 

equipment and the un-t t of labour. This change leads to an j_ncrease in the 

amount of capital invested per worker and therefore makes an increase in produc­

tivity possible. This :n turn lowers the cost, in terms of labour, and leads 

to a rise in the standard of consumption, or to a further increase j_n the forma­

tion of capital. 

In the case of Brazil equipment was, and for that·matter still is, 

largely purchased abroad. Therefore the rate of exchange and the terms of 

trade obviously represent factors additional to the price of labour and. the 

price of equipment. A devaluation of Braz1ltan currency, for instance, increases 

the cost of replacing equipment j_n terms of labour. A deterioratio~ in the 

terms of trade, on the other hand, raises the cost.of equipment in.relation to 

income from primary activities. In vJ_ew of the secular trend in these -two 

factors it maY be assumed that they have always contributed to the prevalence 

of a low rate of replacement and been responsible for the slow or. non-existent 

advance in product! vi ty, both being features of the earlier phases of Brazilian 

industrial development. 

The high rate of increase of productivity revealed by BraziUan industry 

since 1945 is, therefore, a new phenomenon and represents a departure from the 

country' a historical trends. In addition to the heavy wear and tear of former 

/years 
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years there are other factors-which muBt be taken into.account in any attempt 

to explain this phenomenon. 

The special position of the textile industry in the post-war period 

serves well to illustrate this. After acquiring substantial foreign markets, 

the industry met with sharp competition from former suppliers who tried to 

retrieve their· lost position on the interi_la,tional marke1i. On th~ o~her hand, 

after a reduction in ita exports, the :tndustry_found.itself with. a_lO to 15 per 

cent surplus production on the domestic market. It was ,thus coJp.pelled to face 

a situation of intensive competit:lon both at home and abroad. In these cir­

cumstances the main preoccupation of the textile inAustry w~s how to step up 

product :!.vi ty. Imports of textile equipment in 194-8·1949 amounted to an. ave race 

of more than 550 million cruzeiros annually, which suggests that the rate of 

sross investment in fixed capital reached 12 to 15 per cent of gross prod~ction, 
probably · ·· 

a rate /in excess of that prevaHing in- manufacturing as .a whole. In 1946 t~e 

reserves.of the textile industry totalled 2,757 million cruzeiros, its capital 

being 4,626 milHon cruzeirns, _Total i~ports of textile machJ.nery and equipment 

(including equipment for fibres other than cotton) rose to.l,515 mi).lion cru­

zeiros durinG the period 1946··1949. As domestic production of textile nu;~.chinery 

is substantial and since egwipment accounts for little over one-half of the fixed 

capital investments in the ).ndustry, it :ls very ,likely that for its re-equ:l.pment 

the textile industry used all the reserves accumulated in the precedinG phase. 

The total value. of equipment as existing in 1946 conveys some idea of the sum 

involved by re ·equipment: it.w~s estimated, in the 1946 census, that the value . . . 
of the equipment then installed was 1, 773 miJ,.lion cruzetros as against the 

industry's total assets of 3,481 million cruzeiros. These figures are evident­

ly very low, whether compared with the capital :i.nvested in the indu~try or with 

the data published after the 1940 census. However, ev~n though they are 

accepted with reaervat1ons and the exceptional rise in the price of textile 

equipment is taken into account these data cive some idea of the relative 

magnitude of imports of equipment. 

Since· 1946 equipmen,t for the text.ile industry has figured prominently 

in the total of Brazil's imports of. industrial equipment. 

/Table 31 
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Table Jl Brald1: · Impgrts fll industrial equipaept during the J?E:riod 1945-1949 

(in millions of-eru~eiroe at 1948 pricee} · 
1944 1945 1946' . 1$47 1948 1949 1950 

Textile industry 29 .t 923, , 821 186 184 I 037 4651565 541 1 731 58o 1 526 453 • 968 
.Metallurgical and 

.. . ~t 

iron and. steel -223,828. 264,287 
iJl:dustries 

Metal ~ocessing 

industries 

Machi_ne tools 
5,961 15,324 

34,237 .• ~.,.990 

.73,895 97,162 ;8,o35 6o,4li 2o,o8o 

. 5?,107 76,972 38?854 30,543 138,303 

92,148. 103,302 61,863. . 103,265 123,763 

Total 895·,866 922,129·-:· .. · ~!,211 3577,312.2990,279 3224,420· 32D5,000 

Source: :mconomic ~nd.. Financial Stat:istica:{ se'x-vice of the .Mi~istry of Finance 

The renewal of equipment. in the textile. industry (in a. Phase during 

which it was impracticable to i~rf).ase. production for the above-1118ntioned reasons) 

would,· .of course, nec~a~e.rily n;tean the reduction of employment, Sf$ will be seen 

from the data. contained in Table 32. 

Table 32 

Yea.re 

1946 

1947 

1948 

1949 

BraZil: Indices of JZZ'odU:etiopz. ~mplo:nne-pt· and ptoduct'ivitz in the 

'; · te{til;e · indust;rz d~:rir.g tl:~e J28r1od 1945-1949 

(1945. lOO) 

Production Em:e±~nt l'roductivitz 
~ ...• >.I; . 

106.4 . ·102.9 103.4 .. 
99.1 104.8 94.6 

104.4 ; . 96.5 108.2 
--

105.9 90.7 116.8 .. 
Sources: For production: CET.EX1 Ministry of Labour~ for employme~ ~ data 

publishe~ in.Industriarios (official organ of the Pensions-and 
Retirement ~Institute for Industrial Workers) August 19501 page 42. 

Accordingly the heavy imports of textile equipment aft~r l947~'ad their 
Counterpal"t in the re.duotion of employment .during th~ years thereafter.- , 
Between 1947 and. 1949, when a great effort wae made. ;to r~new equipment, te-xtile 
production exp!Lnded almost 6 par cent 1 whereas empio;Yment · in the industry decreased 
by about 14 per cent, tbue indicating an increase in product:t·vity of about 23 
per cent. The increase in productivity for industry as a whole was 17 :per cent 
during thie period. 

iJ The 1947, drop in production, which in Brazil is known as the "textile crisis", 
'is a phenomenon of a. ditferent nature, having been caused by the export ban 
of 1946 which had led to a heavy accumulation of stocks. The fact that 
employment did not decline in 1947 seems to indicate that the industry expected 
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., . The index ~of. iniustrie.t empl~:t as, 'given _in Table- 30,- is t~ref.ore 

strongly e,ffected ·by the 4ecline in emp~oy!l?.ent in the textile industry, owing 

to the rei.ative importance.· 0!. this- group. 

The ·high rate of absorption of capitai which is maki.rig it'. Possible . 

for productivity in the textile industry to increase is most important;· bec'ause 

s inee 1930 the industry· had been practically stagnant and the capital f~rmed 
in it was diverted to~ds other industries. Under present conditions the 

t~xtile industry is no longer a source of capital to be invested in other 

sectors; in tact, it absorbs a large proportion' of the foreign excha:nge · 

available for the' import; of equipnent. The 'capital now being a'bsoroed by-the 

·textile :tnd.-q.stry is not increasipg-·,smplayment_ but rather reducing it in this 

sector of . _industry. In e:rry case 1 these investments vill make it possible to 
' - ' • • • - • • • • • ' • • • •• ~- • I" • • • ~ ' • • ' • • 

achieve a better bol.e.nce bet-ween the level of prod.ucUvity in the textile · .. 

industry and that in other branches' of ·industry which develoJX3d. att~r it. 
Another factor of impOrtance in inereas :b~ prod.ttctiviity d\U"il;lg the 

paet few years has been the exchange· stability. Since wages rose more·. steeply' 

during th:1s p9riod than the price of imported equipnent, the. ratio. of cost of 

equipnent 'to labour has st:tnD.llated. the investment .i_n fixed c~pital p;~r worker. 

~etwee~-1945 ~ 1950i wages in industey. ;ose. 45.7 :~rcent in re.lation to the 
,, .. .. ' . ' . . ·'· '' . 

price of imported industrial equiput • 

·!.I'abl,e .;1.J. :SrazU: 

·A.· Wages in industry 

. item of vages p;id in 1ndustr' alld __ ot tre ime! 

of prices of imPorted induetri~ eguiP!@nt 

1246(1945 • l£~41 1248 
122.5 134.8 135'.5. 

:a. Index of prices of · 

LiP<>rtea 'industrial · 
' 

.. equ~pnent, 
.,. .·· . 

. c.. . Re3At icm A/B 
,1io~6· 

121.9 
125.6 
107.9 

W.Q. 
\ 180.5 

Note:· ·, ·Th8 ·wage index was- obtailled from CopJuntura. EcoJ¥'I!li~a. The price index 

we.~~ o'btaine'a.·by,dividi~ the value at' current prices by the quantum of 
. . : ) ' ~. . . . . 

, imports. 

 /The chailges 
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. -~, 'fb.e e}J.~f: it}:· t}l& ra'bio' :of' f.ll~ , COSt Of ecl\1.1~~ to labOuJ:' are 1 as 

eaid·b~_tc;>re:·, &·,'be.S~¢(faqtor· "Of ec:on~cfl¢e~~l~~·~· In th~ 1~dustrie~1zed, . 
.. ¢ow:ttr~~s,. ~iff· ~hange t-~sUl. ts··rrom ~::(l~~~.pn:.~c~~.ae_,· ~f :pro~u~ti ve · 

eftic:1enc1 , . . T.be inwnsive end ~:pra!- cJlih~x~ithteh. ~s. :tAke~ ·place in Brazil ·during 

 the- pa~t .fev ;ears ~8 a tmena.nb!lJ'{>fJ a:JQ.irrenkt~~t~ arld is'd~i.:to ~e.; 
e~e~~,-~~b~ty d*ing·a ~;-i'od' cr· •sti~c ~preci~tion' of cu'rz:en~;f~ ,-,I~ tact, 

wha~ ~e·· .~~ ·'aeeJ.~s with 1e-a fonn of s1ib'$:t~).g1v~n ·to 1ndus:try by m~~- 6r. . 
~ ,· • • ' ;, • ' ' ' ' k 1 

e~~l;l~ee eta,b_i_l.i,ty.~ ..
Nov,. ~he.t .. }las· bee~ the <.~:ffect Of sQ rapid a ch~se fn .th.~ ra~lo of 

the cqat of .q:u1~t :to,.-~ cost: of -l~bOU%" in· the .s~c~f'i¢ examl'l~ of. Bra~ilian 
econom1~ devel~~ntf · .. ~e ti~,t r~e~~ .~~~ ~f crurse 1. tha~, 1nves'tment :7n :real 

properv is· discouraged, ow~ to ~e relatively prOOiineZ}t part of. wages in 
• ·••• 1 ,• • . I . • " , I .·.: 

the building industey. ~o mention 'only .ai$, i ~= the coat of building 1n 

,Rio ·~ J:ane~ro r~e by 55 .• 4 .pe;- ~ent ~-~~Jl :194.5 and 1949, which 1$. a -~at 
&tet.l.~~ than the 30.9 per ~nt· inc:rea.e in. ~e· prtce of imported. ind~wiBJ. 

. ;·9.~i~nt, Qv~r the ~ pe~!~d~ ... In f~ct,· .ai~ce 1947·, there })as ~eri, a definite 
. .;~·'· . t· :. ~ . ' ..... . • ; ~ ...... . . . •· . ·, ~ _ ....... ~ . : • 

decli,ll~, ~. p~lding in B;ra.dl. As .. cCIIlPd wi_ih 194~ there ~as a dec_rease of 

17. ~e:r.c~nt: 1n,.~94T, ~7. ·~r cen~. :in 194~ ~d ~29 per cent in 1949~!./. 9.~~~: ,· 
fa9toz;e ehpul,d. c;tearll als.o be. taken into aeooupt in explaining ~e ~~:r.:P .. 

reducti~.f.:.~s th~se' are the ~etrictione which hB.ve 1)8'en placied ~: ~;;·~t 
. . ,, .• . . . - I'·''. . . 

facilities. Ho'tlever, tbi~ does ~6~ tn~lida~· the argu,ment previously: set 

forth. 

A f~rther.· r wpUld in heavr· ,where 
. \ " . . " · . 

. A h:tgh ra.te of capite.l .. density per man prevails Vould be .st:Lmulatec1; at the 
1 .•) • ' ' ' • • i .. •' ..... .• 

- t~· indu'etrial: eanc~ntx:ation wou).d .'be en~olU"a~d. Fi.De.J 11,.,. li,sbt, . :: 

.1n<histry. will .~~av~· :to a~~in a higher .~te ot product! vi t:r. in preterence 
to eXtensive ~owth. 

In Braz.il, all these changes have become more or lese evi~ent,· though 

tlle statistics availa'ble are 1n&Ufficient to estimate their scope and though no 

causal relationship can be eetablislled between the changes and the aforementioned 

factors.. .It, is. also necessary to keep in .lUnd the possible unfavourable 



consequences of so rapid a change in the relation of wages to the price of 

equ-ipment. : ln the. :f:tr.~t,. pla~:.t).:ot.b>~ eti~t~~ tripll -~;!i.ep,d.s. ~Q E},?c,!zr.t. Pff:.SSure on the 
•. ' . . . .• "" ·-- . • ·' •• ,.· A· ..._,'I .... ,I, 

')alance-. ~;f .;p~ymente •. ~<t :m.~y. ~l4·ke :·t!A~-:~nt~C>4-uc,ti,p;q::Of, P.Y:ti od~c .. f:~~~us::tnf~n ts 
. .. ' . . J: ' .. .:'( 'J -. ... • ·;. ·::· '! .. • ........ ·"': 

in tn~ rate of: excha.ng~ :or: -:tPs;~"n~epaJ?,~, pf~~- s.tr.~ct ,;iJWOJ;'t. :_g-ont;r,o,J.t. ,. ~condly, 
, . • I ' • o • I • , • 1 J • • "',., ~ , ,', • ''•, , •·, '· / ,i•', , ~· .~ ....... ;>• '• , •.,._.., ~-.. '• .-.·: 

·it disGourage,_s the: prod~:ct~.ql).·~Of.,~q_W,-;pi;ent:-·;.n:;,.the\.c~w&~-;·. )low~ve.r:::h 1f.7l~~¥~.zil, 
the most :im:portapt aspeyt.J~t:· ~. •probl.e~:il'~·:~t:h~t. cpnnep,~4.·~1.th:·.~~~!:1IIli.F;~ion 

. . . .. . ' 

 .. ~ .~ne .of. i;ld,uatry 's ~o1:1t. j:m~~t.~ ~c,,t>i_o_:qs:. ~~::~4p~J.i_'tzy"~ .~.o ~p~o~?._.~t > 
,labour surplus. ·Ix,:t .. a.:. count:r;oy ·,wl1e;:r::e· th.e:: pop,ula,ti?Jl -~s .. i~~:re-~sing _r~pi:a:v, .J t 
is the function of industry to absorb this increment; this. wi+J, .Qe tllE!~ q~y . . ~ ' . - . -

 Wfff.Y of avoi(iing the ·.c.oncentrat.i.on of the. demp~:gllic PI~S:S~re -,1_n ·primary 

-&c-ifvitie~ I }1}+10~ YOJ.lld lead 't,O tn~ d~te;i,orati~ Of~ t;Q~).'te.:t;ms Of t~~ct~ •, :1_\'he 

~p~i~ expansion of _1ndm.tt~Y: ,Gllould th~fer,e -combine_-~ ~re~s~ ~£:
pro~ue:-tivi t;r: wi;th gr~a~ri u,~il.tt~~:bi~n .o.f ~~'b9~. ·

; As :was shown .. in . tile :_Preo~ ding. a~.~ ti on, tb~ for;ma.ti·?U of c~ pi ~1 < fn 

'Brazil ~a~~e ~hort of the ·.~9-..tiiretaents ~f;: .. Aevelo~nt. If · .. ~ll~ relahon:ahip of 

.t~e.cost of eq;;ipment to tha~·of J,apour.~hangee very tap1<14.y,_·aa .. it~a~::done 
,in :.recent i~are ,. .. ,i.t ·is· po!3~i:t>'le :th_at t}l~~ :desire to. raise product! v:i:ty wtli be 

aq grea~; thS.t the. ~otal ~t;:inVestment _S.PJllied to industr.r as;~ whole will fail 

to create ·rie;~. op~ninga_· for em_P;J.oy~ent. :Industry would thus btf fa1ljng :to 

exerciee ... 9~ ~of/ ts .basic f:'!mo.~ione ',:tn development,_ which is ~:0 --~P~~rb. the; 

exie,tins or _.ppten.tiallabourr.surplua .. in the Pl.'~Y se~tore. wh~re ·:t:h~ external 

stj,mulus. -~o. expana~~n has. weakened (.')r di·sap:p$a,red. 

~~tion indices in some br~g,hes of !nduatry 

 ... The .~t4 ·:for indus'jJrif3.1 production pul?liehed in .B:r~til are very . . ' .. . -• ...... . ·-

~I_lComplete., ~o that .. §. 4e tAiled apalys1·a. by ,gr?ilpe ot 1n:du~tries Q~~~z;lO.O..:- bf' fuade. 
I •, ' ' 

However,:s~e d.a~ e±I~t .rel~ting~_to.the ~uantum.o!·.Jiroduetion-,of c,erta:l,,n;. 

bran~he!i), :the reia;t;J.ve i:a(p~rtance. of.rrhich 18 s~fficient ~o,;:serve/as;a.~.b~,s!e .. .. . . . . . ' . . .. . . 

for a few general conclusions. These data have therefor~.-\',~en p:oll,~i-.(6-d;.in~ 

Tabl~ 3~.. .• 



E/CN .12/2J.7/Add.2 
Page 93 

 . . , . 
Table 34. . Brazp,: .Indices of the g,uantum of ;2roduction of certain 

. _, _ _._, .. ·' · ... ; . ., . - . ., . ,. ' 

industries durins the P!friod 12!,±5-1ZiO ·
• '  

(1945 ~~ .1:00) .. 

!'J.:i!P/ . l,9~8 •' Iaduatriea _1946 ~ '1942 
I < ·, I 

Stee.-+ p1a t.ee. (166,000 tons) 138.7 178.8 243.2 301.5 . -355.0 
. I 

}tig .iron . ( 260 I 000 tons) ,l-42.7 185.0 2o4.6 195.4 275.5 
,. 

Cement (774,000 tone) 106.6 117.9 143.6 165.3 175•8 

Rayon .(yarn) (8,645 tons) 120.4 14,9.2 149.2 163.1 190.9 

•. Rubber {manutac• ' 
_-t;.ured goods) (15 1700 tons) 117.3 ~2.6 134.0 156.3 185.6 

· .. Paper. (142,000 ton'S) 110.5 120.6 132.1 . 152.8 ,. 

Hides and' skins (101,000 tonal 115.8 123,8 137~6 . 140.6 

Pinewood· 
(processed) ( 319,000 cubic .met.Tes) 108.9 U8.7 .uJ-,0 124.3 

Sugar (from the . r 

mills) ( 9201 000 tone) 117.0 123.9 153.3 150~1 152.4 
\" . ., . : 

Alcohol · ( 108 million 11 tree)· ·'lo6.7 116.7 155.6 . +~·~ 125.0 
'·. ' ··>·' ·' 

Vegetable oil.s (152,000 tons) 83.7 83.0 114.7 U6,o. 
' . 

M!at (720,000 tons) 113.0 119.9 1]3.9 139.9. 

Animal tats (243,000 tons) lo6.2 102.9 1o4.9 105.3 
.. ·. ' . 

Dairy products ·· (183,000 tone) 90.7 lo4.9 106.6 122.4 
' 

Cotton textiles (173 million metres) 106.4 99.1 lo4.4 105.,9 106.1 

Mmutacturing 
production 106~2 102.7 118.1 121.5 125.0 

Sources: The indices for ~ufactured goods are taken from the Conjuntura 

Eoonanica; the rest ot the inQ.ices were com;puted on the basis of 

official Brazilian statistics with the exception of rayon yam, which . ' . 

was supplied b~ Rayon Qtsa_pum ,. New 'I ork. The index for rubber sooda 

relAtes to the ~.ind~strial 'constaption of :tilbber by industry. 
J ' ' .,; ·~ l ·;, ' . 

!/ Partly estimated. 

_ . As prev~ou,f¥:. poiJlt.e}i.' QU,.•1;'1 :tAe.r~. ii:J a tendency to :tnter.eify investments 

. 41-f~d capital, •. ,:;f-.91" ~ut.aQttW:Uli:.~s ~ v~ole 1 this··tend.ecwy. :ta rcflscted in a 
• } I. IJ "' .. • . . . 

mo~ intensive 1nei1t~~,. of. l'J,ea.vy. ind~txd:e:.ll; w~ereas' in tbEi. light industries 1 t 

takes the form of an increase of productivity·. 
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·The expans:Lon Qt'- J1.e~Y'l: .. ~.ll:~f:!td. Hi une;!~.t.fp~·dly the most important 

event that· has occurred· in the Brazilian aeon :lillY in ·:-ecent years ... '.'.J?rod.uction of 

rolled steel has in()reased 255 per cent over ·.he per ·.od 1945 - :).950, whllst that 

of cement has increa'sed 76 per cent. The ::relli ti ve in. -portance o:f the~.e two 

industries should continue to increase 
1 

sirice plans. at present be~i'JS ca.rpied out 

in these two sectors ·will .enable steel and cen ent j_)rod.l.'tot:ion to·-&&. doubled in 

the . course of the next few: years. r.rhe n\llllbel'". ~f' fac tor-.. 1 es producing ceinen t 

increased over this period from 6 to ll in the :same' :tinle~· :whicll made a more 

e~on~ic diatributio~ of the product over the eo:mtry as •t. w)lole .poss;ible. 
'•,.\ 

in' othe~. iin;portant industries' such 'a3 r\.lbber' ant ·paper; :development 
~· .... ... ' ·; .. '• . ' ;: . . . ' . 

M;s.,~inly ~ken place in ·the heavier sectors. Thus the ma.1ufacture or··.:rubber 

g~~~e' as a whole increased 56.3 per cer,Lt bet~en l945.and 151 1~9, whereas, 
., . . . . . .. . ' 

production .. in the· heavy rubber industry -- inner tu'b.es ant tl ':"~.i"t for automotive 

vehicles -- increased 100 per cent. Developrn¢nt~ of ··t~e, pav.er·· ind:~~try, during 

tl1is period, is marked by the establis}ml.ent of the first largt newsprint and 

wood-pulp plant.- , In the. rayOn industry, the· nlllllber of factori 3S .decrea..~ed, but 

productivity: increased. The productive ca.pacity of this industry has .P~rhape 

doubled between 1945 and. 1950, and has already surpassed the 20;000 ton per year 

mark. 

Another significant factor in Brazil's recent induatrial·devel~pment 
. . . . 

is tl'l.e int:roduction of a heavy engineering industry, particularly the m~nufacture 

of railway material, to which reference ha.e already been rilade. 
. 

• · Ah important development in the non··ferrous metal indua~ry fa the 
' 

constFuction,. in Sao Paulo, of a new aluminium factory with a capaci.ty of 8,000 

tons annually, which may begi~ pr~duction next ye.ar. ·· :Production of ~luminium 
i~· B~zil began in 1945, in the State of Minas Gerais, wher~ a factorr·was built 
·. . . . ,• ' ·} .. . ·. 

· w1 th .a ca;paci ty of 2 ,ooo tons annUally. B.ut owing to the fall in aluminium 
.... . . . . . ' . ··· .. ' ... . \ 

,PJ?i~ea ,duri1lg the postwar :period, competi ti.on with the imported article became 

impQssible and consequently production was stopped. In 1950, the rise in the 

price of aluminium led to the resumption of production in the Mi~s Gerais 

factory. 

'l'hese statisttcs c;J,.early: show that the structure of Brazilian industry . . ) 

is changing signir,ic,antly• .r11-vea:tment .fn b~,si.c ·'1hdus:tr1e~~~- a: Pf:r.~ 9t which are 

turning rut capital ,goods and otp..er ·Co~umer· gt>od-a -" iprodua'tH>n of vhich brings 

about a saving in foreign exchange .. ..; a.t; ·pTE~aent. -abs·orbs the< bulk of the capital 
 ·~ \ ·•. t J. ' 

 · /i?lac'ea in 
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placed in industry'.. In this initial. ata.ge Qf Brazilian industrial .de:velopment, 

investments nearly always lead. to an increase of employment •. On the other hand, 
-~ . )' .. ' . . . . 

investments in light ~~~-t~iei al.read/ existing in tbe countrY' generally 

involve the_ replac~nt of e,quipment and tl1e incre,ase of productivity. 
. • • '!(~: • • • ' ~ 

Under normal condi tiona ot z:epU.cement, the growth of industrial 
.. . . ·. ' \ ' 

product! en is invariably accqllpanied b~ higher productivity, Only the abnormal 

condi ticns which prevailed d.uring the war can account for. the expansiop. of 

_produqtion accaapan1ed by a ®cl~e in ~r()ductivity.. However 1 this does not 
"• ' ' ..,.. ' '• ' ) ' • ' • r • • 

0 

apply to -~ industries, no;r to .. all phases of their ~velqJ?li\Snt. The cement 
. .: . ' . ·• . 

industry,. for instance 1 ~ring i te present phase of intensi.ve grow-tn, . shows a 

decline in productivity. .Between 1945 and 1948, producti~ in ~~s industry 

increased 43.6 per cent, wher.ea• prod..u~tivitJ. fell about, 5 per cent; -this can 
. . . ..._: ·.· , . ,· .. 

be ac9oun~d t~ bJ the ~.sta~lishi:De~t ."9t: .PlaA~e w1 th smaller ca~ci ty. · Since 

freight is a determining f8.9.tor in th,e price of cement, and since distances in 

Brazil.are enormous and tranep~t is ~+.table, it is not al~e econcmlical to 
... '• '· ' . ~ . . . .. . ~ , 

set up plants which are tecbnica.J.11 at opt1muui. size. The solution adopted in 

previous years was to supply certain reg1one ot the country w1 th impo~ted 
' o I • 

cement, but thfl high post-war price ~t~t this product justified the building of 

low capacity factories in consumer areas of lesser importance .• 

/CHAPl'ER v 
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CHA.t-""'TER V .CAPACITY TO IMPO:tn.' ·AND ~HE Sr.L'RUCTGRE OF IMPORTS . . '. . .. , - ·. ~· . ' .. ' . ... ,' 

During the post-war ·years, Brei1lian···imp·6rts fluctuated :t:Jho.J:'c;ply.;. 

, until lcJ47 thi§y· e.x'parid'ed {ireat:l,y., ·but de-clined' in 1948 tmd then:r-ose ,agaill in 

1949 and 1950, though they dfd not' T8C"OVOr th'en•. :1947:Tevel:. In 1947' the 

quant'um of .importei" was· 88 • :per• tent above ·the 1')45 :ievel-and. 9 per cent· .. ubove 

·the 1~l56 'leveL 

until 1949, the capacity .·to '·impott· fluctuated less chariily ~d the 

averag-e annual·rat'e 'of "expans1orf l1a.s much :rower than'that of' the quantUm of 

itnJ?Ort·s:· Ho-i-rever, a radical 'ehiinge occurred in this trend in 1950,; as Table 35 

· sli~vts. · 

Table '-35 

.t' 

1946 
1947 
19.48 
1949 
Average 
1950 
Average 

Braz:f.it':". Relat:tve···annual •ichri!1ges. in. the·guontmit of impq:rts· 
.. 8.Jld in .t~€1 :,canaci

1
:ii ~ tq import. in the· pel:';oa. '1945 to 

1250 . . j • 

·.:··'.(Hip(Jl'C"ent). 

. Quan:t'Ul'n ~f .imoorts 

16.1
55·4·

-1'7;~5 
3.0 

1946-~9·· . 14.2 
7-0 

1946-50 12.8 

Capaci~ to import 

"13•2 
·:. '1.8
- 8.8
- 1.2
..· 1. 3

43.8 
9.8 

Source: For the baoic data, see Chapter I, Appendix B. 

The capacity to import is an index derived from the quantum of exports 

and the terms of tradel/. The positive influence of one of thesa two factors 

is ver,y often nullified by the negative position of the other. Thus, in 1946 

the quantum of exports increased 26.2 per cent as compared with the preceding 

year, but there was a deterioration of 10 per cent in the terms of trade and 

therefore import capacity rose only 13.2 per cent. In 1950, on the contrar,y, 

the quantum of exports decreased 15 per cent as compared with the preceding 

year, but the terms of trade improved 68.9 :r>er cent and therefore there was a 

rise of 43.8 per cent in the capocity to tmport. 

i/ See Economic Survey of Latin America, 1949, Chapter III. 

/Between 1945 
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. Between 1945 and 195Q these. two fa;etors.nearJ.Y always. had divergent 
 ~ , , • L J , ' • '·, t ' ~ , J • • •. • • 

• influences, but ov.er the perioq.( ~:ts a whole the terms of trade alone ·exercised 

a positive influe~9e, as mey b~ seen f:rpm. Table: 36 • 

. Table 36. B~azil: !:.!R.::;oel~a~.::t~i;.:v~e,..:.; .. annu;;:=.:. ~-~.a;;;:l •. ;::::.:ch~a.ng::s;l:::e..:;:s~~~~~~~~~~~ 
and. in. the terms of trade duri 

Years 

1946 

1947_ 
·1948. 

 1949 

!iverage i946 •49 ·
1950 . 
Average 1946..:50 

·tn per· -cent· 

 Quantum of exports 

26.2 

. .:12.'5 

- 1.5 
... 9·~ 
< 0·:8 

.-15.0 

... 2•4 

. s.mce:. For basic data,. see _Chapter I. ~ppendix B. 

 Terms of trade 

·10.0 . 

16.3 

- 7.4 
8:8 

..; o. 3
68.9

15. 3'

The great i:in.provement ·in tpe: i,ndex tor the. t 1el;'llls of ,trade .in 1950 can 
be ascribed to a .40.8. :per ·.cent inc~a~e,.ln e~ort prices an<i to. a 16.7 .per cent 

. ' ·... . . ·.. . ' ' . ' .... . ·:. 
d.eclixw 1n il;n.port :Prices, The rise of export prices re-flects the jump in the 

. pric~l of coffee 1 since the expOrt·· price index for this product Sh<?WS a ri'Se of 

114 per ~ent between, 1949 ~d 1950. The contraction of import pri(rea is a 

complex phenomenon, partly due to the devaluation at 'the end of. the preceding 

year of the currencies of a number of countries with which Brazil carrioo on 

a.·eubatant:ial trade, a.nd partly to a 31.5 per cent decline in the price of 

'wh~at. For the purpose of assessing the importance of the fluctu~tiona in the 

price of wheat, it is sufficient to recall that it accounts for almost 10 per 

cent of the' total value of Brazilian imports. 

Durable consUmer goode make up the group of imports which expanded 

most in the early post-war period; this can be explained b,y the fact that th~ 

had practically disappeareg. :fr0111 .international trade in the preceding period. 
... ' ' -·· ' 

·,-In erder .of 'im}?ortence·, ~ey. were .followed by capital. goods, fuel and chemical 

products. It should be noted that food. imports decreased during this period. 

/After 1947, 
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Aft~r 1947; as ·hatfJ:Ib~en'ipointed OUt~ imports' decreased, capital goods 

being the most: severEi:ty·'affected·, ·though (as will b'e ehown'.below) this did not 

mean that their share in the;'ctir:rent' value bf·" ilnportl!r:fai).ed to' increase 

:·stea<l11r--·dur.ina'' ~ae;:_~ews~: Xhe:.~~lati'Y:e J.n~rea~;?~:.,1n the pri~e. ot;~ 9a:p1 tal 

goo"ds ~x~ta'ine . this. appare~t- ·6.oritta~ictio~; ·: I~j6~ts ,/o'f ·.capital goods dimmished 
' ~,' • • .. f 

-29.4 P~.cent between 19~7 ,and 1948, and·26 per cent between 1947 ynd .1950 . 
 -Ho}Y~Ve·~,, the reduction in bn"~-rta. of.,i~d~striaJ. equipment was 16.4 p~l:·· cent 

an(l. 10 per cent respectively over.the~e two periods. 

Imports of non-durable consumer goods fell 13.3 per cent between 1947 . . ... 
an!l 1948 and 46 per cent between 1947 and 1950. Imports of wood-pulp, paper 

and: its by-products revealed a contraction of 49.6 per cent be~een,l,947 and . . .... . . .. ,,..· ' 

1948, but by 1950 had practically ~ecovered their 1947 level. Foodstuffs, 

wh,ieh had declined in 1946 and 1947.- from earlier years, expmld.ed a~~ between .. ~ . . . ~ ' ' . .. ~-

1948 and 1950. The only two groups which show an::r significaJ+t J.n~r.E?as~ in 1950, 

as compared with 194 7 ,· are fuel· -ana chemical and. pharmaceutical P~.~du;cts. The 

·following data 'show 'the trend: or Brazilian' imports· in the post-war years. 

Table 37 . ~razil: • QuantUln of import'S'  
 (.in m.ill;tona of cruzeiros u:t 1948 .prices) 

.' 'l" ' ' •. 

, y.oor(1 rrotal Food-- -Te:x:t1leo . Po. per. ~ . Duro.ble . Chemical Fuel & CaEital soods 
EJ 

.. 

stuffs Wood· concUlner · & phrmna-Lubri- Total Indus-
. pulp , goode ceU:tical cants trial 

:products equip-. ' 

ment 

1944 1_3200 5345 ' 376 551 113 911 849 2904 896 
~ ~; 

194:5 J-3388 5368 328 652 200 754 1043 3551 922 
194~ 16347 944 968 

., 

3057 5.22 772 1534 7095 2043 
1947 25182 4286 922 1089 2~67 i386 2354 10916 3577 ' .. 
1948 2~985 3926 1168 549 2053 1268 2565 7704 2990 .. ,. 

1949 1010 1824 2:).,636 4530 687 ~778 2673 7488 3224 
~95rft/ 5036 2135 23125 635 934 1275 3204 8074 3205 

....§:../.: Estimated on the ba.e:t.e of January to .November ... 

_£/ Includes other imports. 

~: 1948. prices were used in the weighting. 

Source: · The' basic data are supplied by the Economic and Financial Statistical 

Service of the Ministry of Finance. 

/£.he structure 
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The structure of im.;ports 

The. structure ot. imports .p.ur).ng tpe w~ _was inri~enced by the 

re'etrict.ions on .international ~U.$>PJ..~es .of goords and ·o~ transport .. After ·1946, 
as· supplies .of' manufactured. c.onaum.~r goo,ds increased.. and ·shipping grB.dually 

' .• ·1- ,· .. _ •. "' ' •• 

returned to normal i . c;;_er.t.ain .dome-stic factors' such as the lift ins of import 
r • •• ' .,. ' • • 

restrict ;tons, hel:pe(;i tq -s.t~ul~~~ imports of manufactured consumer goode. 

If~na1ly, · af~ ·1948-, t};le_ .re-intr~ductionof. exchange restr~ctions and other 

. fonn~. of direot:control _once S£f;\in. stimulated the ~port of the so-called 
' . . ' '. ... . . ' ~ \ ' 

essential goods for development, at the expense of imports of manUfacturued 

consumer goods. 

In so far as.pr~cee a.r~_ooX).Ce;rneq., -~speci~lY in the earlier period, 

~· conside;able rise in the price of f~~de~uffe ~ill be noted as compared'with 
' ._ • • I •. ' 

~.,prices of m~ufacturad. goode as .a. ~bol~, a:I!lOilS w}l'ich textiles. show the greatest 

 ri~e. Betw~en 1944 and 1947, the ~~e~~ 'iptte~ of ~port pri~·ee rose '77. 7 
• ·, ' ' : • ' J. 

1 
;_ ' ~ • • ~ • • , • , j •• • {• : ;·; •:. , < , ·I » 

per cent, whereas the index for imported f'oo.d~tuffs rbae· 199 71 per cent and that 

for textiles 77•9 per cent, as -.111 1>-e ~een from the following' table. 

Table 38· . B~~zil: -.:'·:. ~di~es Of·:·.:-t 'R£ices: d~iils the. period 1944~1947 
Years ToW · Fo¢· · Textiles ;Paper & Durable Fu~l & Chemical & Capital 

stUffs · ' ' Woodpulp consumer lubri- pharmaceutical goods 

1944 
1945 
1946 

 1947 

100 
117.7 
154.4 

. 177.7 

'100.'' 
127-7 
258·3 
299-1 

'100. 
114.1 
143.0 
177··9 

Source: ·see Table 37. 

___ sgqdfj cants 1?£9ducto 

.100. 
100.6 
104.4 
117.7 

100 100 .. 10.0 . ' 
99.6 . 94.6 97-6 

10!).0 93·5 112.5· 
124.2 109.7. ljo.8 

100 
105.8 
107.0 
119.8 

Still, the effect of prices during this; period was largeJ..r:~ffs~t by 

 other fac~ors, especially pent-up demand. In the case or fqodstuffs supplies 

wer~ normal durins the war and, only .<lemand for ~econdary products such . as 
' ! ' '. f . ' • ~. .; ' ~ : ::. l ' ' . .' ' . ': ~ ' .. ' . ( : ' ·, 

cod.f'ish, olive oil, quality beteras~s, etc.~ was repressed. 'The sliarp 'rise of 

~ :pri~ee th~s ·c~ntri buted to reduc~ :the ,;ol~e of imp~rt~ )J .' tn the c~se of 

tertiJ.es there was a great $sa~i~r1~d. d~~d for 'high quality·: goode~ 'particu­

'l&.r:cy linen ~d wol.ien go~ds~ whicll";e •t~aditionaily bought in Eurbpean 

countries. However, the strongest pressure of pent-up demand was felt in the 

durable consumer goods sector, domestic production of which is still insuffi­

cient to meet more than a small fraction of the population's requirements. 

Similarly the pressure exerted in the aeotor of fuels and capital goode was 

very great. 

£7 The decrease in ~porte of this oategor,y was not only caused b,y the effect 
of the price trends, but also by the difficulty in obtaining wheat from 
~~-~a~ Prhe nrincinal 



'

The principal change. in. the 90mposi tlon of imports during the early . .. :. 

post-war years consisted of a reduction .in ther~lative importance of foodstuffs 
. i' .. . 

and an increase ~n the propo~1on of ,durable consumer goods and of capital goods. 
I ' ,, 

Foodstuffs, which in 1944 constituted 22.9 per.cent of the current value of imports 
" . . ·' 

and which in 1945 reached 26,l per qent t~ereof, by 1947 had fallen to 18.3 per 

 cent, despite the great price increa~ already mentioned. Durable consumer 

goods increased from 1.3 per cent .w 37 .• 9, per cent~ The relative importance of 

fuels hardly chanced 1 on account of the relative reduction j,n the price· of these 

products. 

· After 1947, the trend.a +n ~J?ort prices varied. The general index, which 

in>preceding years had shown. an annual rate of increase of 20 per cent, in 1948 
' . ' ' ' 

rose only 13 per cent .and in,l950 ~opped. ?.ricep of food~tuffs and of consumer 
' . ~ ' • • t 

goods.,. which had expanded extre.or.q~ily in the prec~\ling period, showed the 
' . ' ' 

greatest contr.e.ction._ Qapi·W. £i?OOd~, on the ~ont;t-a.ry1 .increased wkedly, as may 

be seen ~n. th.e f,ollow~ng table.. 
' . . 

.. 'Table 39. Brazil·: Indices, of im;gort Erices. during ~e. period 1247-1250 
... . . ., .... ., . . ..... . 

Years Total FoodstUffs Text1~es 
_,.· 

Paper & Durable Fuel &. lu- Chemical .Capital 
woodpulp consumer bricants & phar.ma- goods 

goods ceutical 
· ·produo·ts 

'i§t~ 100 100. 100 100 100 100 100 100 
112.2 104.2 100.4 129.3 100.4 112.4 98.4 126.9 

ly49 106.2 83.6 98.6 105.3 101.4 99.8 84.7 133.5 
1950 88 .o·· ·· · 54 .4 90.1 ;•. I' . 87·.8 '90.9 96.0 74.4 113.1 

. . • I 

Source: See Table 37 

In this.p~r:tod,.too, changes in pric~s)were influenced by other factors, 

1nc,lud1.ng an import control po:J,.icy introduced . in May 1948 as a consequence of 

exchange difficultiea·and of t~e .Gov"Brnment's plan to.protect certain sectors of 

domestic productio~ that had.been developing in the preceding years. The relative . . " . . . 

p:raninence of im:po:r:ta 9f papj, tal continued to become mor~t plS.rked: for instance, 

/fran 37.9 



E/CN.l2/217/Add,2 
·Page ioi · 

from. 37_;9 per, c~t- tn:.1941 ~e~ _,inc.r,~ee4Jt~o.~40 .:P~~ %ent)J:?. ,1950. . The same 

oceurred. in the ~ase o(' .. fue~.:~. E-h.~i?~ :Produqts.. Am?rr•. ''-'~l~--~_:Yr cn')(,s'. 

 · ftnp~rta .of f®d.etuffs .a.ncl(;textiletl rema~ned ~ore or less ,,,~.._·,;1:; .. _:,;·;;, · ~~::. ·t.nose 

-o;f .durable: goode. sho:w~d a .)lrop .from .1L5 pe; c~nt to 6.6 per cen~. · J>.ut,:I.:obile 

· imports 1 .for inB;:tBJ,'lce·~.- :deelrined ffall6.!9. per .cent to 3.6 p~r cent/ whilst .domestic 
. ' ·, . ' .· .. : 

eJ.~c~1c!4 appJ.~ce.a .contrapt$d :from J.!5 to 2 .• 3 J>er cent. 
· .. · · · ~··trn s~rt·~: it ~y be ~1~ t4a.t, d~ing. the yee.:re ilJlmediately after the 

. • . • \ ·.- • . . ~ ' • ~ • ,' . l 

·w.al:-, ·.the determining fact,or -pf ithe. chanaes which occll!Ted in the structure of 

iJnportEt. was _pent-up demand, .: :~ Jn ~he aub~equ~~t .pe.rio!l. ~-~ from)948 ~n~arde 
1t.:~aa .tlie selective .cqntrol aJ>pl.ied by thf> Governrn.ent. The foll~w1~. table 

SU'~Jlmar1~es .the changes in the relative.1mp~rtance of the _various goode ~;,ughout 
. 

 this.·period. 

Tabl.~ 40, Brazil: The structure of at current prices ~~·tJis 
i>* __ 194~-1956 

, 

Years ' Total 

!I 
Foodetuff~t Text~l;es :Pa:pe:Jr & ~~le . E:uel & lu- c~em19~1 Capital 

· woodpulp consumer ·bricante & phama- goods 
goode . · ceutical.· 

foc0%1,. 01:· the total. valu~ ot, trnport~)proct~cte - .. 
'1944 100 22.9 ·• 2.~;:: ~.6 ,,: ' 1.3 ).;8.9 ll~l 30.7 
1945 100: '.l26~1 ' .. · ... ~., ,~1 ,;t 2;,1 9.5. {3.2 33.3 ',. .. ·. 
1946 100 ;. 20.~ 3.,, . 4.1 

:~ .. . ~.9.. 9·.4 7'~7 36.9 
'1947 \ 100 18.3 

.. 
4 .f') 3:r .. ;. :11.5 '9)" > 6.9 

., 
37.9 

194e :· ·100 18.7 .. 5.6 .a-.• 6. 9 .• 8 . 12.2. 6.0 36.7 .. 
1949 ··.lOO '17 .6. 4.8. '2.,7 6.3 11.5 8.o ' 40.2 . 

 ·l950 
..... '· 3.4 6.6: . ' 109 .... ~;.o 3,.3 15.7 .· 9~2 39.7 

·• ' t '; '· 

 · !!' Iricludes' other imports. 
:; Source~ :·;see- T,tb1~ •37·. 

··· • < i ~tl. riS~ oon~inecf;~n Table 46 oon~ey an idea':ofthe manner in which 

B;a,z,il made ~ee of 'its foreign .~xche#Se,'.but it d:C>ee' not accurately reveei the 
. r , ; '. . . ··· ··.~. · ;, ~·. .i.. t .. '. ~ , ·, . .' . ~! , . . . · 
· cll8J;lgee 'fhich: haye tAken place ~n, the real s~ctilre of;. impo'rte 1 because; of the 

' ?• ' ' • • ~ C .;. ' • ; • I ', ; '•f ' .. , 'e , • ' ; 

effects or· the changes in the relative prices of 'Va.rious ftems; and, as shown 

earlier 1 these changes have been far-reaching. :Bii~reen 1944' and l947 /for 

instance 1 food price·s increased ten times more tba.n those of capital goods and 

twenty times. more .than fuel prices, HoweYer, between 1947 and 1950, food prices 

decreased 45 .6' p~x3 ~c'~~t 1 whilst those of fuel remained practically constant and 

those of capital goods increased 13.1 per cent. 

/The relative 
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The relative changes in the prices of imported goods have multiple 

repercussio.na on domestic production, stimulating certain sectors and. also 

influencing the policy of domestic development. The rise in the price of imported 

·.;wheat 1 for instance, encouraged the domestic production of this cereal, with 

strong Government support. Nor does a subsequent fall in the price of an imported 

product invariably lead to the restoration Gf the statue ~uo. The greater or 

lesser elasticity of productive activitiy constitutes the determining factor in 

this ·case. 'Hhen capital investments are substantial and it is difficult to •·. 
readjust their diatribution1 ·r the d~c~ine .in the price of an imported product can 

'i-· hardly' af"fe~ct the volume of trade... I.n:. any case 1 the changes produced in the 

structure <>f domestic production by the fluctuations of the relative prices o:f' 

imports., which ~tsually occur in abnormal periods of international trade 1 can only 

partly and only very slowly be reversed, 

· If, imports are computed at constant prices 1 the changes in their 
·. 

structure become even more significant th~ those previously mentioned. Food-

stuffs decreased from 40.5 per cent to 17 per cent between 1944 and 1947, and 

c~pital gO•::>da· increased from 22 to 43.4 per ~ent. The share of durable consumer 

goode increased from 0.9 per cent to 9.4 per cent over the same period. These 
'· . 

radical changes reveal the great shortage of durable manufactured goods 1n Brazil 

in the e~ly post-war years, and are evidence of the depressive effects of the 
' .. 

extraordinary rise in food pricee on food imports, Between 1947 and 1950, 
there was a reversal in the trend, which shows that the vast accumulated demand 
for durable goode had been largely met, The share of foodstuffs in total imports 

increased from 17 per cent to 21~8 per cent, ana that of capital goods decreased 

from 43.4 :per cent to 34.9 per cent. Yet the proportion of imports of equipment 

for indus1~y remained practically constant. The ;:proportion of chemical :products 

and fuel nhowed large relative :tncreaees1 which suggests that the peri-od 'Unitl 

1947 was Iilarlced by replacement and expansion ~of equipment, the effects of which 

on production became noticeable from 1948 onwards. The following table 

summarizel3 these changes. 

/Table 41. 
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Table 41. Brazil: The structure of. imports at conl;ltant prices during the 

:e_eriod 1944-1950-
. (as a percentage of the total valu~ at 1948 prices) 

.Years Total Food.. Textiles Paper & Durable Fuel Chemical Cap1 tal goods 
'}..! stuffs , woodpulp consumer e~ lu,.· & pharm.a- Total· Industrial 

1944 100 40.5 2.8 
.. 194~- ,- : 100 40 .. 1 2.4 

1946 100 1C.7 3.2 
1947 100 17.0 3.7 
1948 100 :18.1 5.6 
1949 100 .zo.9 4.7 
1950 100 21.[ 2.8 ·····-

!f Includes other imports· 

··Source~ See Table 37. 

4.2 
4.9 
4.7 
4.3 
2.6 
3.2 
4.0 

goods .. bricants ceutical ., .. equipment 
· · · · :products · · · 

.......__ 

0.9 6.4 6.9 22.0 6.8 
. 1.5 7.8 5.6 26.5 ~.9 
5.8 9.4 .5.~ 43.4 1?.5 
9.4 9.3 5.5 43.4 14~2 
9.8· 12,2 6.0 36.7 14.2 
8,2 . 12.4 8t4- . 34.6 14.;9 
5,.5 13.9 9.2 ., 34.9 13.9 

A comparison of the de.ta contained· 1n Tables 40 and 411 shows the great 

influence of the changes in the relai1 ve' .prices of' various items. For instance I 

the ·aha.l-e of ca~1 tal goode at constant prices decreased between 1947 and 19501 but 

at current p:ricee their share ·in total imports increased. In order ·t;o maintain 

imports of capital goode (computed at constant prices), at the same relative level 

aS in 1947, (abOUt 4 3 per Cent) I it WOuld haVe been necessary tO increase the quota 
' t • . • . . 

of exchange for this item not from 37.9 per cent to 4o per cent, but to 47.4. per 

cent. 
. 

/CHAPTER VI .• 
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CHAPTER VI • rHE STRUCTURE OF PRODtidTfoN j 1'BE PRESSURE OF INFLATION AND TEE 

FORMNfioN OF CAPITAL 

·In the first section, the production of goods 'was divided into two groupe 
. ~ 

more or lese equivalent· according to the value of the product marketed: - primary 

activities and soe->ndary a.Cti vi ties (manufacturing and buildins) • As shown by 

the data set forth earlier, a part of primary production~- varying, between 
. . . . 

25 and 30 per cent, When calculated at producer prices -- is exported. On the 
' ' 

other hand, almost all of secondary production remains within the country and it 

may be roughly estimated that the· degree of its dependere on the foreign market 

is ten times smaller .than that of primary production. g_ 
The fluctuations of the foreign ma,rket for primary goode therefore dnly 

affect manll;fa.cturing .indirectly through fluctuations in total income. 

The indirect dependcmce of secondary activities on the foreign market 

fo~. primary :products is continsent on: a) the relative ·importance of t~t market 

for primary e.ctivit1es, and b) the relative importance of primary occupations 

irt'the formation· of total ·tncome ~ If 'it is· assumed that 30 per cent of pr1mary 

production ie1 absorbed by the foreign market and that the share of' primary 

activities itl the formation of the gross national product is 40 per cent, ~it will 
. '. 

be seen that the dependence of eeoond&rr activities on the fluctuations of foreign 

demand for Pl~imary products is tw:o and a ~alt times .smaller than that of the 

pr1ma.r;y sect<:>r i,tself. Thus a reduction ot 50 per ce~t in exports of prima:rry 

products would mean a contraction of 15 per _cent in income from primary activities 

and .of 6: per cent in total income. This is, of c.ourse, a .;-puSh approximation 

, since a contraction of demand i~ one sector dose not nece.searily .imply a 

corresponding proportionate .. contraction. in total income. Our. ~ole purpose is to 

indicate. that the relative development.of secondary activities may render an 

increasingly large proportion of the national income independent of the fluctue.~iona 

of the foreign market for primary products. 

~I 

A part of farm production, which remains in the rural areas for local oonaump. 
tion, Wl:l.e not included in this estimate. Furthermore, the statistics do not 
include the whole of this sector's production. It may be assumed that the 
data av1:1.ilable tor farm production actually include about 80 per cent of 
real to·t;al production. 

A calc~lation made in 1947 showed that the net value of exported manufactured 
goods d:ld not exceed 3 :per cent of the net value of total manufacturing 
product:Lon. 

There ie no estimate of the national inccme according to sectors of produetion. 
Sowever, in the 11~t of past research the distribution is probably as follows: 
{ tootnof..fj oon'binue<f on ~t l,)aP..e) 
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' ,'\. ' 

On the other hand, if the two sectors of production are c~nsidered from 

t!le -point of vi~ of. tho do~atic ~r~t, .· eacond.ary_ B:O~i.vi ties reveal a, 
'' . . ,' -~ ' . \ . , .. ~ ·' ' 

considerably ~ater degr-~e of depende;nce. It may be assumed to be practically . - ' . 
100 per cent whex:eaa that of the pri)na.ry sector does not _exceed 70 per cent. 

~ ' . '; ~· . '-

In practice, this means that primary act+vities are more _adaptabl~ to tluctuations 

in domestic de:rw;m~. For instance, in the event of an expansion in means of payment 
" ' ' ' ,-; I ' ' ' 

of dome.stic ori.gin, pr;t,~ a~tivitiep may react quickly by red~cin~ the ~XP,~rtable 
• •' • ' • • • i ' l • • • 

surplus. Such a reaction i_s ob~_iouely limited by th.e. nature of the production 

and there will not a~ays be a s~lua ~n those sectors moat ~der pressure from 
··-~' . . . ' ' . . . 

domestic demand. . ~owever, s:1n,ce part of i:ts produc:tion is not con~ed by the 
' • > ~ ' I • ' ' ' 

dome.st1q ~rket, p~imary actiTity ipso facto. offers a margin ?f adaptabil~ty either . . ' ' ' . 

over the short term, by a reduct~an +n surpluses, or over the medium term, by the 
, . .. ·, . \ I . , . ' 

redistribution of tlle factor~ of pro~u~tipn. 
. -. . _,_ ' . . ~ ~-

'f'he secondal"y actiyi~iee, ·. ~- e_spec~ally manufacturing, !how greater 
' - • -~ •• • < •• ' • ,,'' • 

rigidity. vie-~ .. vi.a fluct:ua,tiona in domestic demand,. Domestic expansion of money 
. •.· . . ' . ' . . . 

supplies cannot be qffeet by the absorption of ~xportable surpll.\ses, _ai.nccr 
. . , '•. ' . ~ . . ' ' 

production is nqrmally wholly abao~ped by the co~try itself. Mo~ove~, the incr~ 
• • • • '• • '. : • ' • • ~ : J • ~ 

of productive capacity depends on. imports .of equipnep~, .~. th~ ~n,creaa~ of power 
• • ' ! ·, • • ~ ~ ' .. 

re.s.()urcet:J ,, e~l) •.. An increase o_f prod~ct-1~ pver the short te1~ i~ n~arly always 

obtained. by increasing the amount of lab.our per ~it of fixe~ .capital and ~plies 
. . . . . '· ·, . ' . ~ . . ~ . . . ' . . ' . ~ 

a substantia~ increase of 9ost. 

, :r;~ ~ra.ct~l)&, .lt h~ppens, that an expansion of ._inco~,: ~:n the ~ufa~:turing 

eecto;r :results in a reductton of the expor~al>le .eurpl~a in the P~in¥U"Y sec~,r, and 
' •·· ., ., . ' .' ' '. . ,• ·I 

that an expansion of income in the primary sector leads to. an increase of' 
' . . . . ' ·:. ' ' . ' . . '. . 

manufacturing prices. Naturally this is a simplified schematic explanation, 

since in both cases there is an increase of prices in the manufacturing sector 

:and domesti'o abso~tion of the ex~ortab~e ;~~J?illd.:, ·. Neverth~less., .the ma.nufaoturin( 
I , ' ·, 

sect.or ;is more rigid. vis-8.-via· ·an ex~e_iori of iruiome·in the primary sector 
. ~ ) . . l . . . . ' ~ . . ·~ . . . ' ' : : . ~: . . . - • i . ' . ;il. "" 

thtpl vioe, versa. 'Thus a 10 per c.ent m,c~;R~e . ~ th~ .income of. th~ prinary sector 
. .. ' .. ' . ,. ' .... ' . 

will result in a 4 per cent increase ·:in t'otal income 'and -·an eqUiv.al~nt rise in 

. the. de~nd for manufacture.d good,e. . ~ t_be_ othe-r hand, a 20; per pent increase in 

· (··footnote continued tram previous page)' · 

'"J../ primary activities 4~ per cent, manuff.!.cturing and buli~Ung -25.il8r.cent, and 
other a.Ctivities 35' per cent; See J .• B.D. Derkf:Jen Comparabil1dade 
Internacional daa Eetatisticas da Renda Nacional publiShed ·iri the Revista 
Brasileira Cle Economia, June 1950. 

/the income 
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the income ·,~ the seoonda.ry ~ector will result in a. 5 :per ce~t increase in total . . ~ ' ..... ' ' . .' . . 1/ 
income and a 3~5 per cent rise in the d~ma.nd for pr-ry p~oducts.-

The~·~' facts are relevant to the study of the manner in which 

·infJAtionar;r pressur~ spreads. When inflation is d:ue .to a.J:l. external source, its 
, , 

· pressure is initially reflected in the rise of income in thEt primary sector. In . {' ' . ., . ·• . ' .. ' \ 

view of the rigidity of the manufactur~g tndustry, this.p~eesure leads to a rise 

in the :r:>rice .of ~ufe.ctured.·g~Js qr
1 

alternativelY; to~ inc~aee in ;t.~ports of 
' •. ' ,t_ ' 1 ~· ' . : . - '... 1 • ' • ' • • ' 

these goods. During the last war J .. imports not only could not expand, but were 
•• • .' 1 • .\ • • • • ' 

greatly reduced. The pressure, therefore, ~s C011Cent,rated on the domestic 

ma.nutact~ing ·industry, which became even mo~ inela~t~c ewi~g to the difficulty 

of importing eq~1pm.ent and some. ortli~··'Da:sic ;aw mate_rials. 
' •, I: ' • ' • 

The manner 1n which inflatio~ pressure acts upon Brazil's ,~cono~ 
'' . .. 

is a factor ~f importS.nce in the. prooees of ~apital for,ination. Inflationary 
. .. ' . 

:PNesure du.e. to external causes h~s in th~ p~st taken t)fo typical forms:. ·.a) under 

normal 6onditions of foreisn trade it has led. to an inoreaee of import.s. apd so to 
. ' ~ . ' . . . . . . ' . . 

higher t:JtMdards of consumption: b) ~~~r abno~l.oond1t10J?B of tor.eign~ trade, 

1 t hila led. to an increase 1n th,~ pr~oe of ~omep~ic .manufactured. go.oda, to, an 

increase of' prof'i ts' end, consequen"t;;)J; to' the development of tnternal me.nutaeturin 
. ' '' :: : . ·- . ' . 

production. Th1~.1s, naturally, a merE:t indication of the general trend, since 

1n the forn~er oaae, the pressure of inflation may cause .the development of certain . . 
1ndustr1e s for Which favourable condi t1ons . exist Yi th~ the. country, whereas in 

• ~. .' ·j • ' • 

the secorid ease, the standard or individual consum.pti,on ~r of group .consumption 

mAy be· raie1ed at the expense of oth;r .individuals or f!;!'oupa.Y · What is .important 

On thet basis of the diatJ'l!but1-on. ot the nati-onal ·income according to sectors, 
. as ;shmm . above'. In reality' it doe·e not work out like th~ sin.ce the increas 
ot 1n(~ome modifies the structure·o:t' consumption. However, this detail does 
not 1nval1da~ t~e argument set .. fcrth,. but rather· tends. to c'onf'irm..it, since 
the ·c()nsumptiori of lll&lufactilred· articles expands a.t .. a srea~er rate when income 
1s inc:~reased. than does .the consui:n.ption of primary goods·. · · · · 

·We do not· propose to define herein which is the better ;policy Whereby to 
· increuee the formation of capital and guide :tnvestment • We only wish to 
indioEl.te what occurred in Brazil in the past. The fact that inflationary 
preaa1xre, allied to restrictions on foreign trade, caused an intensification 
of oa]~ital formation and channelled invec:~tments towards the industrial sector, 
does not necessar1]3 imply that .th~t .is :the .best means of obtainins this 
qbjec1~ive. 

/to stress 
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to etre:~;~s is t~at ,unde~ no~l co~it:i6lis' of trade; the: influence of an. expansion 
~ ~- • . ·, , . . • \ . _. ~ '; . . .• • . • , . · r • 1 

of income caused by external stimuli on the process .of capital,formation is, 

small;· Y : 
1 

There. is .ample evidence to .. 'iildicate that the forn_;ation of capital became 

more intensive during tne two we.rs.,im~ during the •thirties, when, foreign supp~iea 

of manufactured consumer goods suffered either from shortages o~ th~ ~troquction 
. . ' ~ . . . . . : 

.of direct .. y.ontrol. A .selective import policy such as that ~doptec),. bY Brazil 
' ! ' . . ·.· 

in 1948 as f3. necessary ;r:-esuit of: its exchange difficulties1 ·also affects the 

pr,ocese :of capital formation. The 'import restrictions· on consumer ,good~ crea~e 

~ excess liquid! ty which exerts pressure . on domestic~ <producers; thi_s att~acts 

irtves~ents to th~ eector,s which profit directly or indirect.+;r. Wh9ther .the 

inflatipnary pressure will be aoeorbed or ttirn into real ~lation de~nde on

the · g+eater o:r lef3e~r ela.st1c1 ty of. domestic industry. · The,. time required. by 

domest1c industry to expand ita productive capacity is therefore a factor of 

fundamental importance. _As it expands, the· industrial sector becomes more 

elastic and inflationary pressure may" _be absorbed more rapidly. . In other words, 
. ·i 

the slower the .formation of now capiiaJ. required for the.· development of p~~,q.uctive 

capacity, the lon@er the period necessary for the absorption of inflationary 
•. 1 ' ., ' 

pressure, and, , conversely, 
1
the more rapidl;y savingS can be:. tran_sf'ormed into fiXed 

capital ~d skilled ~bol.lr··t~~ sllorter the periOd required for this process~ 

The dependence_ on im.:po;r~ed. equipment con'at1 tu:t_es a factor in ~elasticity:~. .. , 

D\lring the lai3t war this factor came to be of paramount importance at;l.d it. is. 

largely. r~spo~sible for th~, f~ct that 'd.uripg this period· inflationary ,pressure 
\, ,' ' ' . . 

was tr~n.sf.orm.ed .in:Jlo real infl!ltion. The capa:c_ity'to c.onv.ert; savings into. 

purchasing pow;er -~.in a ~iven -~ea, that is, the· foreign ,excbanga r~sourcea wi~h 

Which. to purchase ~quipment 1 ,is a factor Which controls the degree O:f inelaatici ty. 

During the 'thirties, t:t:d_e factor was of 'great' iiD.portance· in Brazil. Finally, 

the.qountry's resources of technical 8ki1I'and 6f skilled laboUr:m~st also be 

taken into account. In the specific case of.Brazil,·the need fo-r train:plg of 

workers is generally recognized; this involves an initial outlay which increases 

in. direct proportion to the deficiencies in primary education, nourishment, 
. " 

he.aJ.th, and housing of the mass of the population~ Technic~i akifl 'must be 

Histor:;t.ca.lJ.y, an :J,mprove~nt in foreign coffee prices baa meant an improvemert 
in the standard of liv~ng of c~Ftain groups of the population •.. Because 
.co~aumer goods, demand for which increased, were principally of foreign 
or,igin, the new incomes soon melted away. The coffee industry itself, the 
beneficiary of the price increases, tended to attract new investments, which 
in tl~ produeed the well-known effects on the supply and prices of the 
product. 
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largely ·imported and experts and organizers have to be trained abroad,. which; 
' • ; • • • ·' • ) ' ' ': "', • '' o>' .,? ' t._ ' ' ,· • o' : •: ' ;, i: I ~ .' 

involves su:ppl.ement~y investments for the entrepreneurs .and gr~ater foreign 
• i • ' • : ' ' • ·: ·, • • :; • • • .. •: '·. • :. ~ • 

exchange expenditure for U,;e country. 

'l'he mere l~sting of these_ fact,ere shows .~hat, owing to its _rigidity, 

an under~devel.oped economy canpot easily abs~rb .inflationary pr~seure and that 

the entreprene-urs in such an e~onomy have difficulty in turning av:ailable savings 

into reproduct•ive investme11ts. 
' . . . . .~ 

WheiJL deal~g with the spread of inflationary presau.re we ~bseryed_ t,hat 

the manuraotur·ing section is a!i'ec~ed first, because of ita .sreatt;)r rigidity._ 

However, :primary ~tivities conne(r\:ied \lith the domestic ~rket and servic_e~ also 

tend to rea~t if the pressure persists. The rise in .Prices therefore besJ,~s in. 
' . ' ,, 

the manufactur·ing sector and tends to spread to the other sector_s connected With 
' . ; ' ' . .. . . ' . . ·. '. :. ' ... ·. 

the domestic market. But primary. ac"ti vi ti~s c-onnected w1 th_ .tlJ..e_ forei~ market 

cannot follow this general trend and are therefqre compelled to transfer their . '. . .. ·' ., 

income to the_other sectors of economic activity. There is, ~n fact, a general 
~ . ' . 

transfer of income from the p10re ela~tic to the, more inelasti,c. sectors, manu­

facturing .rece'f ving the greatest advantage in .t~ie movement, apd exports suffering 
the moat a~rioua damage }/ 

. \ . 

· ,The trans~er of income, _·caused._by the form· in which ~lationary 
·: • : 4 '. ; ·,, ' ••• • 

pressure spreads, not only takes place as between tte various ~actors of 
. • l - ~ ~ 

economic ~<;:ti vity, but also as between the different econom:l.c reeiona. In .. ·. . . \ ... . ; . ' 

Brazil there eLre areas which are almost entirely engaged in primary export 
' ' . . . . . : . ' ' ' ~ ' . . . : : . . ., 

acti vi ties ancl there. are c;>the.rs,. s~milarly, whi<?h ar.e e~sen t~ally mapura,c tW"ing . 
, ,;,\ . ' , ' , ·, ' 'J • I 

areas. The l"Ellati v~ 1ncr~as~ in the :prices o~ :produc:ts ~f' the .. domestic ~ndustry 
' '. I ' ' ' ~ . 

tmplies a traxlsfer of income from regions of :primary export ocou:patio~s to th~ 
I. ' • t . . . . ·. F I. 

industrializecl areas. Naturally this transfer will not occur or, alternatively, 
••• • '. ' •· i • ; 

it will occur on a much smaller scale, under normal co:udit::.ons of foreign trade. 
. . ·.' ·,'' . . 

However, ·in this case also, the possibility of diverting the d·:~:na.~·::. for consumer . . 

goode to the j~oreign market would hamper the process of capital formation. 
• ' • :.. ' • ' • .. ., f • 

!7 Obviously,' if inflationary pressure is caused by a: sha.:t:>p :rlse in'the e,J(port 
prices of the primary sector, this sector will only t:..~r.c;;;.f .'l'" a pa:o."t• of · 
1 ts addecl income. If the rise in export prices leaC:.s ;-,o lt ... ::;:~.cr domestic 

··:prices of the ree:pective products, the primary sector will be able to retain 
a larger :p:ro:portion of the initial addi t:i.on to ita income •. · 

/Under present 
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Ubd.er ~e&nt ooodi tiOl?-8 of rrestJtio-ted f~reign tre.d8 1 it is simpJ.D to 

eetima1!e the :-a~ of :tra.nsfer of inocime· as betweer. thea& z~~s. ' Le't us, ·f6r 

instance, take the example of ,Pille .wood. and e.armut:a w:a.x. Ia 194.9 thet ~ ·wit 

export pric~.a., for 'these products e:tood praoti~al~ -~~-the S&me leVel Ae.ln 1945• 

'l'wo la.rg!:' areas in the cpuntry .o:bta.in moat of th~ir inoome from .th~ QXP6rt e-r· 
these products. The example. of .carnauba. wax ie even more. ~ha~.t.J:rist!e 

because v1rtual.J..y the enttre production is exported. ~he .. ~ art1eles 

consumed in these areas are priP,Otpal:cy supplied by Rio t1Zl4. Sa~.Pe.ule, ,yhgre .. 
• ' ' 1,;-, 

the pri0'()~ 1of industrial produ~ta; 1nc:reaeed. at least 50 per. cent· be:'t1mftB 1~5 

and 1949-1 Moreover_, the ~oreign exchange der1,v~d. from pr~ exports 1_e 
~ ' . ' 

large~ abeor(bed by the industrial areas, where it is emplo;r&d ill. illf;p~tiiJS 

equipment, fuel and indu~tr1a.l raw. materiall!!•,g/' ' . . . . .. . . 
' ' These transfers of income as between areas 1 and. as ~tv.eon ~tors 

' ' ' ' 

of economic activity, have certainly contributed t~ tru:t eo.ncentra~tion of 

savings and the increase ot capital for,ma.tion 1n_Braz11 •.. .In view of the 
' . . '..... . ' ,~ ; .. ;· . . . 

low level of national income, economic developme,nt would, but for these forces, . 
naturally have to be slower. 

'

There are n()_ 1nd1cea for .the·. prices· of domeeti.¢'" manufae'turctd a.rtieles ,· 
but the ~oat of living ~tees for a ~pr~'s family in the ci~· of· . 
Sao :Pab.lo show an increase of 50 per cent for textiles and tobaoefl 1 and 
84l even greatar inerease in the cost of furniture atd houaehrJld el~~ 
good~,. be't'feen.l945 aAd 1.949· ... 

I •' } • 

The ·trMJ.Pf'cr ma:y take place eve~ whe~. the .1nd6x of export prices ris~s 
puri· p£:t:st1 with the ·index ·of domestic manufactured goods, sineG the latter 
may beoo.t +t : from the. terms ·Gf · trade through imports of equi.P:Il&a;t-, l'6W 
materials or eemi-manufao~re~ g9ods, a:tm :fUel. On. the. other~~ pr!J:nsry 
activi tieD ·in. the industrialized areas Of the C?-auntry are 1:3 a ~ttgr 
position to defend the level of their income. ' &nee, what is ne&dM is 
a study according. to. regions before the extent of such. ~ere- can ee gauged. . . . '.• . 



I . " ' -i\PPENDIX A 

~TION. 'or 'l'HE. PRODUC~O~. ,OF GOODS DURING· TEE. PERIOD 1945-1950~·
' ' . 

·\. < • 

!J.1!a! .uo~oi~ o-,_ goods ae an index of -edonomic d-ev.eidpmerit '

.... ··: , : BElfc~. the growth of an-econ~ can be measured, a ·~ore· exact and 

~e 4,e~_i~d 9al0Ul.~tion of the national inc~ :than that so fa~ made for . 
. 1 . . • 

:sr.z11 is required,.·· In:.f~t, the- first scientffioall.y prepared calculation· 

~ ~.nl's na.~QJ.Bl income was that ·for 1947·, arid. .. even t~is has not. yet be~n
t1~ worked .. ~u.t.... However; relatively full data have been published in 

~zu for ~~l3 a~ the branches 'of the production of go~ds, and hence a. 

~rt~ dal.Oulatton of the GrOss national· product is possible. i ~h~ :total o:f 
' J>. • t ~ • ' . 

SQods pr~ed -~~ not, of course, be confused with the national p~;duot, si.~e.
tbe latter also includes services. · Still, in calculations using ·merely 

approxi:me:~e data,~ov~ring relative-.cy short periods, the error entailed in 

uaiDg .:the. ~gee itl·the production 'of goods instead of th~ chazl8es in the. 
. • t ~ 

Zlat1oDal produot would: not neoessarl!ly be greater th~ the error impllc1 t in . 
a ~ eetwte. ot the. national i-ncome. 

It is a possible obJection to using the data relating to the 

production of goode ae a measure of the changes in the total of the national 

product that the production of services does not always expand on a par with 

tbe :production of goods. Experience in the ind.uetriali~ed countries shows that, 

tor instance, •luring the development stage the production of services expands 

at a much h1gb3r rate than that of goods~ However, it would be a mistake ~o 

&88UIIa this to be the general rule. On the contrary-, ·it would oe ·better to,· ·· . . . . ~ ~ ' . . 

d1St1XlSili~ah~ between cyql;;l.c$.1 and long-term phenomena, As· real per capita ... 
• • < ~ ' • • 

1DCQJIIe .1:11Cre&\~asl ,rrom· the. historical standpoint.its rate of eX:pan.eion tends 
i. . '.. ' . . . . . 

to be J.ower thn.n that of demand for certain services~ and· higher than that of 

other eerva,ce-41·• ·· ·The .aervices, the demand for which fncreasea at. a higher 
,· • • • • • • • ·, .• ,_. '~!" .' • 

rate than ~l i!lQ~ej a;re those benefited by the .development of·· technical' '-- · 

·~, tha~ie~ .. t~--~1; those which reduce their co'ets in: terms ot; ~ges. . :', 

:Bu.t ·the~ ·tire. a: n\tinber of ot~~ ~erviaes which dra~ ll ttle ··or no.·-a.-5•;C1ir!~age .frOm 
:',·,_ ·. ;:,·\:· . -: . ··;·. ' ' . . : . . 

the inoreasQ;. of pJiocl:a.ctivi ty and the: coat· Of Which tends to. becCir.c gr:;".;\'ter _with 
. ~ . ' ' . 

the 1noreaee oj~ real 1noome. 



' . oin highor1nc.ome coun~1'6&i •eeryi~es _of: th~: foJnne.'r,' eategbry: preva:i~,;' 
' ·{', . . - ·. . . : : ' . ' 

owing to a. prqtt-act$.d,,select1:Ye, proeees· whereby'1hd1-,fdusl ee'i-vi~es. e..rce ·. 
~ ..:• •• l · • " , - . • • · , " • , . I ;. • -" • · 1 • : ~ •. · • • " ~ 

progr~e-~ivel;y. repl&oed ,by 09l:lec·ttv~ serv:tee;s ·and· during whic:l(~perst?ml-

labo~,. ~.'s -~dua~·· si.wer~ed~d ~- ~che.n~ca.l:-1.a.bour.~·~ '}h ·und~t-te\':JlbJ'e
countries, hoWever, it ma.y happen tha.t the se~nd:Cl88'8.of·:ae~vicea acquir.~e

grea. t importance. In these circumstances 1 . . cl.uriP.S: 1the. ~~~~.~ s.:.~~ o_f;:·4eVf~.~~p~nt 
• h '10 .'·· •'":' • • -~· ... ,r ": . -~- . ' • 

maey personal ee~v:~~.~ ~ fn!J-Y .di a~p~ea.r.-~ ~ .. t~ ~~e~¢ for. goods inc,r~at;~e · .-· 
;, . '... .·:. . , · ••• _,.,..,":,f .. '• ' •• . . ,· • . •. '·.- ·_. . 

proportionatelY• · At' a..tl _evepts,. ~~en iD;d~V:l.d'\Wol i_noomes e~ceed a certain 
V • ., • ~ • ' . II ' ~ ' 

level;··in :B.n a:~veino~d e~ge 'ot: cte..v~ldpme~:t, t~. :d.e~¢ fQr services .increa.ae.s" 
• , • ..• ; -~ ~ :·. • ;- , ~, ~ ; , ·" .' • '    

more than that for. S?ods. 
. ~: , • . . . , I , : ·~ ', 

' :Be- tha.t' a~ it J!!l'f,. ~~- _.t~e._ pr~s .. e.~t. ~ta.~e of ec_onomic research ·~n .
./ , ',. .. .• '. -~ ' ... ··.:. ·.· ; ' . ~. ~ . . ". . . ·~ 

La. tin Americ~, it ~e !iifficult:_ to ."!en~ b~yo.nd .the .realm o.f c.onjec~t:.~
~ ' ' • •. f • • • • .k '' •. 1. •• •  

when dealing with~- this question. 
. ~!" ( ). ·/,~; .• · ~ ... ~ ', 

There is, however,. one other J(Q~n,t wh:lolJ: is o:f'.,~oneide~ble.. .. 
. . . . ··,-: .. .. . !~ ·. ! • J ... .;' '~. •:(·1~, 1'.;·' , ~- ~-· . '•, ~ -i :_. ·' ~ ·\ ~ ';' ·_- . 

significance;'· since the object 1--s ·to·mea.~~:~eoonomic develpp~nt, ~~t is the. 
. ,· ... ;:., ~-( ~~ '- .... _,·.·, . :.l .. '_· ~':: ~ ~ ' l·· , .... ··•:._ 

beet index tb use, that o:f' the prpd.uc.tiqn 0~ _good,s Qr t¥-t of th~ 'national . :_ ··'" 
. ' .... ~(~ ;i·~ ... ·~- ,.: -·~, ...... _~.· ... \,' .. ,.,. ~ .. : . ~:. .·- .· ~~~-- . . ': 

produqtt · , What, ·in fa.ct, we a.re see~~ ,to me~eur~ w~th the. ~~ex of 1-t;~e. ·-~ti.onal 
l - ·" • ·- • . · ,. r ... ·· · . ?·: ·. _ _,. · . ·r • ~ . ! ·• • •· 

product;' oz- ''better still, W:t!th t~t ·of _patio~l 1z:tcqme, is tne 'deere~ of social· 
, •.. •, • ··ij , t' I ' "'' '' . ... • .• , ' . 

weiD.-bet'ns: Y~t an im~ravement in' eod:ta.i w~u~~ine;)· S:t lea~t over "'the short ·. 

period, ie not exactly eynonYXJi~;·:Jiih~·-~~~~"o ·d,~*~lopm.ent. Economic _ -. 

·.~ .~i"ie~o~r+t. 1mptfes, a._, notion of increa.~e~ ,prooJ6~~~1ty~. which in turn involves.-.. 
• ;·' ... ••• : • ~ ••• ; ' :- ,., ' •• "4 ~ • • .I • . • • . ~ :- • ;<.,_ • • • • ·.... • ' • • • ' •• .

· &ither. ~ncreased'Utilizat1on of equipment p_er ge.inful.ly employed person, or 

the introduction of improved teehnique or qf, more rational methods of production. 

It ie ~oa~i~le that in a. country which ieetUl ·in an ear,cy stage of developme~t-'~ 
social wei.i-being ms.y improve from one year. to. the next, as a result of non· ·

.( . .,.t.... •; ',. 

prod.uctj.v,e;;_ gover11Ill.ent services financed out of higher taxes, though in fa.ot; 
' ( .. .· 

no real ecQhomic development may have occurred~ Since a part of the income>
' ~ ·' . . . 

absorbed by the ne.w taxes would have been invested in produe.:t;lve ac:tivities., 
' ~ I ~· • 

there may be a falling off in the rate of deyelopllle:Q.t .~hiyh :Will be !--e:hected 

in the index of production of goods but not in tha.t of the national produc.t ...

This J~. pb~ip~~ly· a. pt}rt1c~ ·~~ple. f:.r~ ,~i"h it~woul<l,::Oe :unfai,t" .to:
•• )~:·_,_ •• ;·.-~··-:· ~-· · •• ~ ~ ·: ' •• ·">:. ·:: •••• :-· < •• '; ...... ••• • _3,• ...... ·.-.-~. ~. '•' 

generalize. Like other problems cozmected with economic devel6pnient; :this 

requi~~~: ~X~e't&iij.ed 1nveetiga tion. 
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4%lo~r d1:f'f1Cl,llty in measuring the rate of Brazil '.s economic 

developme:llt is tt.e existence of an important sector beyond the scope of the 

monetary ·~oonomy, Several attempts have been made to estimate the relative 

1mpor~•1 f?.f this _sec~gr, ~~ to admit _them as ~ct would be to widen the 
t. ~ • ' • ',, . .:1 ' • ' i ' . '. • ~. ' .: ': ' , ; ·.· .,, ' : : '• ) . i I . 'I I .• 

margin of err9r 1n_what ~s in arty case a mere rough ~stimate. Still, the 
. : . -·;- ... t,:,. • ... ~ :._· (·, -~~·1 ~· ... ~. 

sector 'f~leh .has ·not as yet_ be~n 1ncorporate4 in the monetary econoin1 is 
;_, • ~ ' • • ' ' ; '' : ' • ·. ·. :: .! • ' 't"t.' ' ', ._ :' : ' . ~ ; " w''t} ' : ,,. 

tlevertheletss being p_rogressively a'Qeorbed by 1 t, whioli suggests that a part

( th~h · 11~ is hardly pereeptiple . :from ;~ar to yea!') -of _the increase in the 

p:r:oduction of goods _is :dctt U()ue~ 
. .· ' ; . . . ' .. : ·, ·. ; -~ . ~ . 

caicuJ.a t1c•n of the production ~f. goods 
' ·' . . . 

29,293 .
2~,44q

30,588 
32,502
34,356 

l.l .. Basic 1iata supplied. by the. Production StAtisti~e Sel'Vice of the Ministry 
· of Af;r:1oultUre• · • · · 
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(b) . Livestock ._ ... ';r~.· <,l.ueul.tum .i~:r; .f.9I." ,~1 P:r¢.-qce .~,g s.imila_rly weighted 
. . • : • :; . • ~· -\." '. , .. - .\ ; ~ -,: f.· .. - .. • • . • "' ·, • : • !' 

by 1.947 pr~uc!".r-pr~c~.~ .a.M i~J.~de.s. the. foll.~ng Pr~d~c~~: . beer;· ;Por~, . 
' J' 0 A < > ' .. • ,• • < 0'"• 

lamo, goat fle~h, ca:~t1e h1_d~~, .. P1~k1ns, goat, skins-" .. ;t.a,~, ~mal f~t,;. ~(}~P, 

Wlaw, ~1ry p~odu~e and: O'tih~·Ts . .' +t. was ~stimated that_ 3Q.:per cent .qf t.he, 
' . . : ' . -~ . . . ~. . . . . ~' ,__ ; . ~ ; . . . ' . . '. ~. ~- ' . . . ' . 

gross value of ~l P:rod.uo,e wa:a ~~V:~d; from. the,i~~~~!a.Jj,z~t~9~ _the~~~f? 
, ,• • • ·I . 

and therefore only 70 per cent of this value was taken into account under 

livestock. 

Years 

· {mi~i .. J>roo.u~e 
· · ·Grose value Value a:a.ded by 

1nduatr1aiization 
va.11le of 
cattle 

products 

(in millions of cruzeiros at 1947 pri~ee) 

1.945 88.6 9,867 . 2:;960 6:,907 

1946 94.1J; .10,513 ·~ ~,tj4 7,359 

1947 100.0 11,137 3;3U.l 7,796 
1948 107 ·3 11,950'·' o 3.,585 8,365 

1949 111.1 12,373 3, 712 8,661 

l95c)E/ 115 .. 0 .. +.,a, 777 3,833; 8,944 

!} Weighted PY.; _194 7 ~roduoer p~ice~:• 
2J Estima. ted. 

{e) FC>rest Products other tllan wood: - The quantum index for forest products 

other than wood was calculated in: the same inanner as the ptect)ding ind1c~#3 and. 

includes the foll6wina products: sisal (agave), ba.bassu, rubber, caroa,· Pard: 

ruts, oarna(1be. we.X, mte, guarana, guaxinae., vegetable ivory, ~ute, 11cur1 -(wax), 

Uouari {shells) oi ticioa, piaesava, tiinbo roots~ 

Years 

1945. 

l.946 
1947· 

1948 . 

.::194~( 
.195~ 

,.#···

Forest Produet.s otlle;r' th&n, woO

;. · QWmtum ind.ieeB!l · · · 

1()5.6 

.103.1 

100.0 

107~1 

. ~07.,7 .. 

108.5 

!/ Weighted by 1947 pr~cel' prices.. 
' 1.' 

~ Estimated. 

Value in millioru\· of 
cruzeiros· at lQ4J ~ieee 

1,410 

1,376 

l,-335 

1,430 

~,438. 
1,449 

(d) M1;4Ps 
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(d) Miiline~ ;;; ... The index· tor minirtg :P.l"od.uot:J:on ~~.!Ge.lculated .as above ,a,nd 

inclll1.d.ea ,the following ':prod.~cts-: · ·.Mineral va'!iera, a~;tbestos~ ars~J:?ic,. bauxite, 
~ . . . 

beryllium; coal:, C$S.s:i teri te,· ·t:tn, gr;-aphi:te,. ;'·:~~b1~.,. mica, i:t;on q:r:e,• :manganese 

ore, sa.lt a.nd: ,silver.- . Gold.prod.uctiori ~a Ilot-inolu~d though during the •period 
. . . . . .. 

under o bser'ITfttian it ~.represents 20 · :pe:r cent of .:the . tQ'tc,l value of mi.ning .. 

production.·.· 

Years 

M1nin5 ~reduction 
Q\U\ntum indices rY ·  -~- yal¥ in millions of 1947 cruzeiros 

1945 
-+~: .. · 
i9~{ 
1948. 
1949 El 
l950·2f 

96#8 

96:i 
'··· •< 

~oo.o 

112,7 
11712 
12l.9 

!/ Weighteol t1 1947 ~rodueer :priees. 

E./ Estimated. 

471 
. 470.

486 

548 

570 

(e) _Manufac:turitl£j and building-- ~tat_isticalinformation in this branoh_ot 

production 1e n10re incomplete than for other sectors. :The index of industrial . .. ' . . ' ', 

production w·hich the Economic Commission for Ia.tin America of t~ United Natt0ne 

has e~aploye¢1 -~~ previou~ ~urV'61S ~TJ.d which are a,lso used herein,._ is that of 
I , ' • ~ ' i: l • ~ : ; /, . ,f ' ' • , 

ConjuntUI.a Econ6mica. Tl1ie iridex, -includes th~':producti?n·· of el.Bctr:f:city -and 

of coal but d~·es not include building. It cannot therefQfe. stric.tly'~be cons1¢iered 
. '. ~ . . . . 

, 1 1 '" I • ,o · i.•' ' . 

either as an. index of induatriB.l production or of llJa.nufacturintl· production. 
1 

, . ' ...... ':1'' 1( I : , 

However, if 1 t is assumed that ele'ctr ic Power and coal are conta.ine!l in ~ile index 
; . . . ' 

as indirect indicators to make up for the shortage. o'f ~lata relating to :tinportant 
- •: . • • ' • . • . j ~;;'. '.. . • 

. sectors o:t ma.n,ufa.cturint; :production,' ·this index ·nn;Y··be accepted as a ro1Jbh 

app;t'Oxiinat1cn of c.ha~ea in the q~;t~ntum. of manufacturing production. On the other 
• I• ", ' 

hand, this :1.ndex gives undue prominence to the share of the textile industry , . . ' · .. 
(50 per ,cent;) though the industry l:Ja.e l;"eL'lB.ined. pra.ctical:cy stationary during the 

past. f(3W' years, or may even have dep;a.i.ned since 1946. It is therefore possible 

that the ·ind.ex in question underestimates the 6-rowth of l:Ja.nufacturir.e; production 
I ' 

in the •atric:t sense cf the term. . tt this is too .ca.ee, ~he- .ind~ luic •. il.otmtu. 
t . 

lwill fairly. 
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will fairly closely reflec'f.'·.:tm<change~-:~htch -~y~ · o6cU:~d· in ma.nufacturin8 

and build:1ng together. eil;l.~e ·;dUring the :past fiv,e. years the latter has, to a· 

certa:1n extent, .foll~wed t~:: tr~nd: of the textile ·industry. 

The value of ma.nufacturmg production and building - ... treated as 

secondary production 1n this context -- was calculated on the basis of an 

esttmate made in 1947, based on data obtained by the State Statistical 

Departments and by the "Ip~Q.~copomig,S>Q" of:· the Brazilian Institute of 

Geography and Statistics. - From this total which'· relates to the gross value 

of industrial production 1n its widest sense, the following have been deducted: 

1. the gross value of forest products other .than wood; 

2. the gross value of mining production, includ:tng gold; · and 

3: the gross. Tal;ue of an~l produce. 

Froni the remainder, ~he, va~\J.El added was calo~lated, this be:1ng taken 

at 45 per cent of the ~rosa value. Fmally, 30 ~:1;' cent of the gross 'V'alue of 

anilral produce was added to th1B result; the de.te.il:Et :of the calculation 

are given below: 

Gross value of industrial ;prod.uotion of 1247
Minus 

Forest products other· than wood 

Mining production 

Animal produce 

Balance 

Value add~ {45· per cent)

Plus 

Value added to animal produce 

Total 

- I . 

In millions of cruze 1ros 

91,113 

1,335 
598 

11,137 
78,043 
35,119 

};/ Eetudios Economicoa, ·Vol. l, No.·. 1, 
National Federation of Industry 1 Rio de Janeiro 1 March 1950. 

/~ufacturing 
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Manu.facti.lrtng ~d 'building industries 

Years Quantum ind.ex Total value in millions of· 
cruzeiros at I247 prices ' 

1945 97 ·3- 37,422 
1946 103.4 39,768 
1947 100.0 38,460 
1948 U5.1 44,229 
1949 ·: 118.3. 45,498 
-1950 r:./ ·121 .. 3 46,652 

~ Partly est !mated 

Baaed on the ealcula.tton of the added va.ltie of buildirig which. is 
'. • • . J •' .... . • 

eonta.:1ned in Ap];l6nd1x C, · th~ following 'breakd:own can be made: 

Yeats Buildtng Manufactures 
(value added) . · (value a9-ded) 

( tn millions of oruze iroe 
at 1947 prices) 

1945 4,298 33,l24 
1946 5,748 34,020 
1947' 4,901 33,559 
1948 4,455 39,'774 
1949 4,342 41,156 
1950 4,435 42,217 

Yalue of the production of goode -The total va.lue of the production of goode 

is obtatned by adding the preced:tng sectors 1 shown above: 

Years Ma.ntL• Building Agri- Live- Forest 
facturing culture stock products 

.. 
Mining Total 

other than 
wood -

(in millions of cruzeiros at 1947. prices) 
1. ' • • • 

1945 . 26,489 
. , 

33,124 4,298 6,907 1,410 471 72,699 
1946 34,020 5,748 29,293 7,359 1,376 470 78,226 
1947 33,~)59 4,901 29,440 7,796 1,335 486 77,517 
1948 39,774 4,455 30,588 8,365 1,430 548 85,160 
1949 4l,:L56 4,342 32,502 8,661 1,438 570 88,669 
1950 ~ 42,:~17 4,435 34,356 8,944 1,449 592 91,993 

r:.l Provis 10llal data 
/APPENDIX B 
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CALCULATION QF: THE AVAILAaiLITY OF GOODS 
t.. . .. . . . ' ~: ' 

. Th~ aJ,>pare~t volume of ava~lable goode is .. the algebraic eum of the 
' -. i ·. . ·, ~ : ~ . ' • . . • ~- . . . ' :; • . • • . . . ' ' . . ' 

val~e pf 'the total ~rod~tion.of goode (aee_Appendix A) plus the adverse balance 
,'. . ~. ' ~ . .'. ' ' . . 

of trade. This is naturally an approximation, since the value 9f production was 

calculated a~ producer prices whereas exports have peen esti.mated at f .. o.b, 
' I • ' f ' ' ' ' ·o ' • 

prices and imports at o .1.f. pr1~ee. Moreo:rf3:r, exports are partly drawn from . 
\ ,. ' ,. ' . .. . - . 

stocks carried over from precedins Yf'ara, ~nd, on t~e otper hand, .'.~art of the 
~ '· ,. . 

production.~s. used to form stocks_ .to be u.sed, within .tlle country or .abroad, in 

later years. ·Accordingly, the· figures of the vol~e. ·9f ·available goods have 

to be corrected to allow for the movement of stocks. We have attempted to make 

thiS ~Orrection" in the CaSe : O:f', tWQ principal ~Xport prOdUCtS I Coffee and COtton~ 
" . . . ' ' 

Tha· data: ·for pr0duet1on, domestic .consumption and export, as well ae those relating 

to·etock'mO'vements o:f' these two products, are contained in the following table. 
. ~- ,.. . 

_PI;Od1,fCt1qn. cowum:et~. exp2rts AAd stook ~~ements of eo:f'fee 

and cotton sv·er t]le ier1,o4 1245;-~950 . .. 
offee · · · · Cotton 

l?roduc- ' eonsump- Ef§i9.ftii I lmii!' Pf.odtte- tonaump- l!Stporta .. !ifSo2k 
t1on tion 1«1'• t1on t1on , tlte~\:8 

I ( thousands of 60 . kilo base)·.· ('I'houeanda of tone) 

1945 13,915 '3,032 l4,17~ • 3,289 : 378 134 163 B+ 
1946 15,289 3,090 15,505 - 3,3o6 378 143 353 .. 118 

1947 15,791 3,150. 14,830 .. 2,189 . 347 133 285 - 7l 
1948 . 17,291 .. '3,210 17,492 ~ 3,4il 320 140 259 - 79 
1949 17,805 3,2'70 19,369 • 4,834. 396 142 140 114 

1950 ~''17 ,911 3,300 '14 80() - 123 422 145 ·125. 152 , 

~Partly estimated 

·/Note: -
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~~- Data relating to :production sU:pplied.'by the Production Statistics 

Servi(:e of the Ministry of Agriculture, ·and ex:Port data by the Economic 

and Flnancia1 Statistical Service of the Finanse Ministry. The data 
.! ' ,. • • ; • ~ : ' • • ;: ' ' ' : 

:for .. tl~~ .. conaum:p~ion of cq:ff~e w~re obt~1%led from ConJuntu.ra Economiea, 

JulY l95P, and those fp:r cotton consumption were estimated on the . baSis 
' ·. . .• • . . • ·•. ' 

 or" cloth manufacture • 

 · · ~~n ~aiculati~g th~ -~ _of goods1 . coffee and cotton 

exports ma.de f~om··~t~cks tie~ :ignored a:nd th~ i:ncrease in. the~ stocks was 

add~d to' the: value ~f ~~orts 'to~ .the respec~ivey~ar. 
~ue of c;ff~e and ··c~~t~ ex;p.orte duripg the ;period 1945-1950 
. . . · (in milll.on~ of. c~ze.iros at 19~7· :prices}. . 

. . · ... Coffe'e · ~:. ~ . . '' .,. . pot}on 

Years Exports Stock Balance Exports Stock. Ba4-anc,, Total.. . Total 
· ·· ;• Move.:.. · ·. .. · · ·move- · . exports corrections 

....____,_ .· mente . .. .. . ·\•:, .mente ····---. ·" ' 

. i 

1945 

1946 

7,307 - 1,697 
7,994 .... 1,706 ' 

1947, 7,646 - 1,130 . 
i9!+B ·. 9 ,oi9 1~ 760 · 

1949 ' .' 9 ,.986,., - ~2, 494 
1950 7,637 . - . 6 

5,610, 

,?,288 
6,516 

7 ,25'9 

7,492 

7,631' 

2,152 "1,960 ;3,!212 
' ·.. .~ •',. ·;. ~"'"-~ ........ :· ~~ 

~4~616. -: ).,5~ . . 310T2 
3,735: ~:~: ···~29 .... ~.2',80~: 

•. 3;385 ·~;:'l:,'o34 · 2';~51 
1,829 1;"492 J,321. 

1,636 1,989-
) 

3,625 

.. 19,8~~ 
25,124 

·21,982 
'. ' ~ : ~. 

21,654 

19 668 . I .. 

16,738" 

~: The tot~ value of' exports has been we iSh ted· by 1948 prices. 

19,262 
,. 

?11874 

19,923. 
i8;86o 

18,666 

13,119 

~- The total. corrected; value' of export~ ha'e been adjusted to th~ leve~ 
of 1947'pr1ces for the :pur~ose of calculating ~he vol~ of availabl~ goOds. 

. . . . . . ', ' 

For this purpose we used the current value of total 1947 exports minus 

exp~rts draw:n f'ram cotton and coffee stocks 1 and a quantum· index of exports 

corresponding to the corrected total shown in the preceding table. 

/Total volume 
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Total volume of ava:ilable·gbods in the;~riod 1945-1950 
(in millions of cruzeir~s at 1947 prices) 

Years, Production Iworts Exports ~ Availability 

1945 72,699 . 12~625 18,629 66,695 '
1946 78,226 14,676 21,153 71,749 
1947'" 77,517 22,789 19,265 81,041 
1948 85,16o . 18,801 18,244 . 85,717 
1949 88,669 ' 19-,371 18,051 89,989 
1950 w 91,993 . 20,715 16,738 . 95,970 
~/ Corrected to allow for changes in coffee and cotton stocks. 

£1 Provisional data. 

On -~he paa.is .t:if .the t~t~le .of a.v~i,l.able goods and of. the series of 

available capital goods, particulars of the calculation of which are given in 

Appendix C 1 an estimate was made of the volume of available consumer goods. 

Years 

1945 

1946 
1947 
1948 

1949 
1950 

Available consumer and eapi tal soods durips the period 1945•:J:950 
(in millions ot cruzeiros at 1947 prices) 

Total available soods Capital 6QodS 

66,695 12,254 
71,749 18,637 
81,041 

85,717 

89,989 
95,970 

21,198 
18,377 

20,193 
22,ll0 

Consumer soods 
I 

54,441 
53,112 
59,843 

67,340 
69,796 
73,86o 

.Note; Imported capital goods were estimated at c.i.f. prices, which explains 

the difference between this series and that contained in Appendix c ... 

The quantum indices of import& and exports were calculated on the 

basis of 1948 prices, but the totals were adjUsted to 1947 prices. The 

following table includes the basic indices used in the calculations relating 

to foreign trade. 

/Indices 



E/CN. L!j.~lT/t a.d. ;z: 
Page 120 · 

Years 

--
1945 
1946 

1947 
1948 

1949 
1950 ~/ 

~I 

Indice.,s of the 0uap.tum of imports ap.d e::l(:ports and of 
the-terihs'.6f'.trade, and·t~.:Capac';t~., to im:por.t .. --Basis 

9f th.e wei.ghting: ; 1 . B..:pr.ioe~ · · 

0ua.ntu.m •. Pr:l.c~s 

Imports Exports ·!m:ports • Exports 
Terms.of 

trade ----- ' 
100.0 100.0 100.0 100.0 100.0 

116.1 126.2 .131.5 
.• 
118.0 8~.7 

180.4 110.4 149.7 :t56.? 104.2 

14e.8 108.8 .169.4 . 163~6 96.5 

173>.3 98.8 159.6 167.7 105.0 

16~·.0 84.1 133.1 236.2 177.4 ,· 

Proyielional data 

Ca'Pacity 
to import 

100.0 

113.2 
115.1 
105~0 

103.7 
149.3 

Note:. . ·Basic data from the Economic and Financial .Ste.tiaticnl Service of the 
Hinis:try of Finane~ 

/APPENDIX C 
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CALCUL: .. TIOl'! OF TEE. (31JPPLY OF CAIIT L GOODS DVRIHG. 1945-1950 . . . 

.. 
The value (at constant prices) of the vcilume of available ~oods for 

the fr·rmation of capital -vras calculated as described below: 

a) Bn:!.lding. The 'gross value of civilian buildinG ha~ been''est1mated by the 

1:~•1.11J)e de Renda ·JITacional of the Fundacao Getullo :var(Sas at 8;'r51 thousand 

cruzeiros for the year 1947 .![ Th& ruari.tUJn'irid1~es for ·buildinG were 

calculated by the Economic Commission for Latin· !,rnerica of the United Nations 

on th-e basis . of the data -l~elatinG to floor space (buildinc licenses) :ln the 
'")/ ten lee:.d:·irig cities of :araz:!.l .:::; • It -vras· as-su!ne'ci, furthermore, that 56 per cent 

Of· the csross value 'is ·value added in the'p:ioocess of cr.mstruction. This fiGure 

was. obta:lned by- weicht:tl'i[j 'the ~:tnaex df the cost of' buildine :t?repared by 

Conjtmtura Eoortomica ]./ and: althouc.11 the proport:l.on is l0ueh· than that which 

emerces ·from ·the· data of the lg40 industrial . c·ensus, :l.t ttToUld e:pp~ar to be niore 

in keepinc·with actual fact. 

... Estimate (.)f t'he'' value of buildinr_:. 

Years···

1945' 

1946' 

1947 

1948 
1949 
1950 !::1 

~uantum indtoes

'87.7 

117 .3. 

100.0 

90.9 
88.6 

90.5 

!:I Part-ly estimated,,. 

Gross value Value added 

·. · · (inmillions of cruzeiros at 
194'!. prices) 

7,675 4,298. 

10,265 . 5, 748. 

8,751 . . . 4,901

7,9.55 
: t .•.

~,455 

7,753 4,342 

7,920 4,435 

]:/ 

~I 

Estimativa da Renda·:Nacional do :Brasil, Rio, June 1950, page 63. 

3/ 

Bolettn. Estatistico (IBG~) 1 january to March 1950, page 128. It is . 
est1mated'that the area actually built up is 20 to 30'per cent lower than 
that for :which licenE;Jes.-have.pe~n i~sued, but·aa the data is only used for 
comparative purposes, the errQr_ is of little sign1fiqance. 

Conjuntura Economica, March 1950, page 13. 

/b) Production 
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b) Production of other capital goods. The value of other caphal goods was 
,., I 

calculated on the basis of supplies of iron, steel, cement and other basic 

materials required in th~ ;production -of capital goods, subject to 'deduction of 

the ;proportion absorbed by building. 

The.first great diffi:culty encountered in a calculation of this kind 

is that of ~st.abl1shing a criterion for prices, since the data relating to 

domestic ;production of steel and cement are given at producer ;prices and at 

import ;prices, and other semi-manufactured products are quoted at o.i.f.· prices. 

Since the value of building is given at market prices, the use of ;producers and 

c .i.f: ~ prices natura::J,.ly lead to under--estimates. It was :therefore decided to . . 
take domestic production of steel and cement at prices q_uoted in coastwise trade, 

which should be more or .less equivalent to wholesale prices. Moreover, 20 per 

cent was .added to.the c.i.f. price of imported cement and 50 per cent to the 

c .1. f., ;prices of semi-manufactured metal.a. · In this way it was attempted to 

cover the increment involved by customs tariffs, import and consumer taxes, 

transport from the port to the distributor and the la~~e~'s profits. The . ' . ' ... . . ..... 

result is naturally a somewhat arbitra~ ayerre.ge which ~·possibly be exaggerated· 

in the case c,f ~he goods imported by large companies and by the State. However, 

in the case of a large number of products which e.re handled successively by a 
.I 

distributor and a retailer and which become liable to sales taxes moretthan once, 

the result 1s1 pose ibly an u..11der· estimate. The tax levied on cement is lower 

because of the import.privileges granted for this ;product and because of the 

price control to wh~cli it has been subjected. As there are no direct data. 

relating to 1ihe consumption of iron, steel and cement in civilian building, this 

consumption was estimated on the basis of the aforesaid cost of building index. 

According to this 1ndex1 the cost of cement accounts for 6 per c.ent of the 

final value of the buil<ling (minus the land) and iron for 4 per· cent. Bathroom 

installatiomJ account for 6 per cent and kitchen fittings for 8 per cent. For 

the purpose c>~ estimating the use of. iron a.nd steel in_ these installations, it 

was assumed 1ihat the proportion of these materials con:tained in the final value 

of building ~Ln Brazil. is about. 10 per cent. The following estimate of the use 

of iron, eteE,l and cement in b":lil~ing also contains figures. of the to~l supply 

of these pr~lucts and the remainder thereof available for use in other industries 

producing capital goods: 

/Iron and. 
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Iron and Ste~l. Cement · 

Years Total. Consumption Remainder . Total ConsumPtion 'Remainder 
sup·ply . in 'ciVilian ' ~ , ' . Supply in building 
· a/ ' bui:ld1IlJ3 · · 

(in mill~!-ons-.-. -of~cruzeiros at 1947 prices) 
- ' - ·: 

1945 1,25.2 768 48lt 746 461 285 
1946 . 2, 082 1' 027 1, 055 864 616 248 
194 7 2' 495 875 ·1' 620 ' •, 920 525 395 
1948 2,282 796 1,486 1 o69 477 592 
1949 2 '894 775 2 ;119 ~·:·t ;246 465 781 
1950 3, 476 792 2,687 1;254 475 779 

fJ) So far as imports are concerned, only iron and .ste~l .for building. purposes have 

been included. 

If. the import~ . of ~ron ~nd steel not included herein, end a.J.eo imports 

of other basic metals, are added to the remainder of the· iron and steel shown 

above plus the remainder of the S'l;lpply of cement, the total value of semi­

manufactured basic products used in capital goods industries other than civilian 

building will be obtained. Finally it was assumed· that the price of iron and 
. 1/ . 

steel is doubled with processing-· , and that the price of cement is trebled in 

public works. It was thus possible to estimate 'the value of the production of 

capital goods other than building. 

Years ·:Basic metals absorbGd Value 'added to · ·.Cement · Value .Total 
by ·engineering metals by used in added to 

industries .engineering public cement 
irid.ustries - ··works -

(in millions of cruzeiros at l947 prices). 

19h5 1,309 1,309 285 570 3,463 
1946 2,365 2,365 248 496 5,474 
1947 2,829 2,829 395 790 6,843 
1948 2,071 2,071 592 1,184 5,918 
1949 3,301 3,301 781 1,562 8,945 
1950 3,860 3,860 779 1,558 10,057 

Y According to the Industrial Census of 1940, the value added by the 

engineering industry was 90 per cent of the value of raw materials' .. not. 

including sources of power. 



E/CN.l2/sl7 /AM .... 2 
Page 124 · · 

c) Imports of capital goods. The quantum of imported capital goods was 

weighted by 1948 price~ 1 .but the .. m-e:nq. total w~s calculated at' 1947 prices.!/ 

Durable consumer goods. are n,o.t included ;ln this c'a.tegory. The c.i. f. prices of 

finished capital_goods .ll:a'(e ... 'Qeen inc-;-eae3ed by 50 per cent .fo~ the reasons given 

above. Imported capital 'goods which enter the country inthe form of building 

materials are regarded aB having been included iri the category of "building" and 

those imported. in the form of other semi-manufa·ctured or raw materials are 

treated as included in the category of "domestic production of other capital 

goods". Belo:w· are shown the data for imports of the three gt'oupe of capital goods 

imports, at c .1. f. ·prices to which -no increment. has· been·· aQ.Q.ed. 

Years l!'inished Building Semi-manufactured 
products materials and raw materials Total 

. (in million~;~ t?f .oruzieros at 1947 prices} 
.. . 

1945 1,636 510 550. 2,696 

19~6 .3, 728 785 873 5,386 

1947- 6,497 979 806 8,282 

1948 4,88' 571 390 5,846 

1949 4,214 ' 680 788 5,682 

1950 4, 799 550 782 6,131 

.d) Tot.al euEpl.y of caEital §Oods. The total supply of capital goods is made up 

of the following three iteme: (a) building, (b) domestic production or other 

capital goods,, and (c) imports of finished capital goods as shown below: 

Years 

1945 

1~46 

1947 

1948 

1949 

1950 E.l 

Gross value · 
t)f ' b~.1~~1.~f1 

7,675 

10,265 

8,751 

7,955 

7,753 

7,920 

Production of 
other capital . 
goods 

(in milli one of 
3,463 

5,474 

6,843 

5,918 

8,945 

10,057 

~/ C.i.f. prices increased by 50 per cent. 

'E./ Provisiom1l ciata. 

do 

Imports of 
finisRret capital 
goods- . 

cruzeiros at 1947 prices) 
2,454 

5,591 

9,745 

7,327 

6,321 

7,199 

Total 

13,602 

21,330 

25,339 

21,300 

23,019 

25 ,17'6. 

!/ Brazilian iDPort stati~tiaaJ not include the total of the capital goods 

entering the country but only those which pass through the customs. Many ships 

and aeroplanes acquired abroad are thus not included in these data. 
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On thE;l basis of the eomprehenai've elate, an. attempt ha.s been made to 

estimate the distribution of these goode among private and official investors. 

In the budget message submitted by the Executive Power to Congress in 1950, an 

estimate is made of the total Federal Governme.nt in~estments during the period 

1939·1950. These figures were scaled down by the use of a combined_index of 

wholesale :prices and the cost of living (wei.Stts 2 and 1 respectiv~1y) 

Covernment ·investments 

Years At current Erices Pt'ioe index At 1947 .. prices 
(millions of cruzeiros). 

1945 1,223 70.6 1,732 

1946 1,121 82.5 1,358 

1947 2,890 100.0 2,890 

1948 3,056 1;1.1.7 2,736 

1949 5,694 121.3 4,694 

1950 4,707 r;;/ 136·3 3,453 

r;;/ Budget estimate 

Private investments were calculated by subtraction~ as have investments 

from :private sources in "other activities". 

Years 

1945 

1946 

1947 

1948 

1949 

1950 

Total Government / 
investments investments~ 

(in millions of cruzeiros at 

13,602 1,737 

21,330. 1,358 

25,339 2,890 
21,300 2,736 
23-019 4,694 
25 1'76 3,453 

Private-investments 
Total Building other 

activities 

1947 prices) 

11,870 7,675 4;195 

19,872 10,265 9,607 

22,449 8,751 13,698 

18,5G4 7,955 10,609 

18.325 7,753 .. 10,572 

21.723 7,920 13,803 

· '::.,/ ~his does not include investments by state governments and municipal 

au,thorities which, however, are much smaller. than those of the federal 

Government, It .should be remembered that these data relate to investments 

which are made by the Government duri~g the year,.but which. sometimes 

materialize only two or three years later, as in the case of imports of ships. 

These therefore are financial.data which are not strictly comparable with the 

total since the latter relates to the real sup~ly of capital goods during the 

year. 

/F11iANC TAL 
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FINANCIAL AND Mb:Nlt'fARY TltP.ND.S 

1. Public Finance· 

(a) . .Structure of the fiscal system 

Taxation and the national revenue. Public financ€l is one of the most -. 
important factors in Brazilian economic life. The central a~d local go·~e1·nmen~s 

(States and municipalities) probab~ contribute mo~e than 20 per cent of the 

national product)/ However, this share does not appear to have increased to any 

significant extent during the five-year period 1945":"49; ~t.leaat, not if ta:ic 

revenue is accepted as an index of Government activity and the production of goods 

as an index of the national prodvct.g/ 

Table 1. Brazil! Government ·Revet:..ue from Taxntion com1)ared 
With the To~"IrO'dUillon of.GOo£:s, 1945-49 
(in millions of' 'cruzeiros at 1947 prices} 

Year 

1945 

1946 

. 1947 

1948 

1949 

Total Tax 
Revenue 

17,400 

19,8oo 

19,700 

19,900 

21,800 

Annufll 
Incl.·ease 

i;?e'!'. cer~tl 

13.8 

- 0.5 
1.0 

9.5 

Production of Annual 
goods Increase 

.{per cent) 

72,699 

78,226. 7.6 
77,517 - 0.9 
85,i6o 9.9 
88,669 4.1 

Average 6.o 5.2 
Source: Tax revenue data were supplied by the Ministry of Finance and have 

been (ieflated on the basis of a combined index of vholesa1e prices 

and the cost of living. Data for the production of\ goods are given 
in Chapter I. 

11 The data on the gross national product given in Chapter I are not strictly 
a.ppl1ca1?1E~ in this case, since they are based principally on tax revenue 
figures. According to that estimate the gross national product rose in 
1949 to a eutn of 173,600 million cruzeiros, GOvernment activity having 
contributed 22 per cent of this amount. 

The .relat:f.ve importance of Government revenue from other sources is unlike~ 
to have increased, since in 1947 and 1948 there were budget surpluses, as 
against the substantial deficits in the preceding years. On the other hand, 
the. national product may have expanded at. a great.er rate than the production 
of goods. · 

/In 1947 
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In 1947 and 1948 1 the Government's share in theformation of the neticnrl 

;;reduct would appear to have decreased, out in 1949 it recovered its 1945-1~8 

;")OBi tion; a conclusion confimed by the fact that 1947 and 1948 were the only yeaa 

Juring this period showmg budget surpluses. 

Tax Jurisdiction. One of the characteristics of the Brazilian finPr> ~lr· '1. 

system is the substantial share of the States in total revenue,. which incror r:.:cct 

t'rom 33 per cent in 1940 to 36 per cent in 1945 and 39 per cent in 1949. So far 

1e tax revenue is concerned, the share of the States and municipalities is 

practically as large as that of the Federal Government. 

Tax Jurisdiction ie strictly regu.lated by the Federal.Constitution of 

l946. For instance, the export tax~ lvhich had formerly been one of the States', 

1rincipal SOUrCeS Of iricOtri.e I W8.B ·lirJ:ii ted tO a llJ.aXim.uJn Of 5 per Cent ~ yal~!1 

1rhich could be raised to 10 per cent 6niy in exceptional cases 1 and with the prior 

nd specific authorization of the:Federal Senate. In fact, the State of Sao Paulo, 

the Federal District and some of the lesser fede-ral units have abolished this tax, 

the total yield from which amounted t:) bareJ,y 2 per cent of the value of Brazil's 

exports.· However, the· States, whose autono!Dj· 'lias appreciably strengthened by the 

1946 Constitution, have the right to.fti: the·rates and other aspects of the taxes 

within their JUrisdiction; and ·it will be shown below that· they have made ample use 

of this prerogative, durtng the past few years, particularly· in. cor~exion with the 

taxes on dameetio trade. 

Municipal budgets are relatively small -- representing barely 10 per cent 

of total public expenditure -- and their share in fiscal revenue is even smaller. 

The fis'oal :powers of· the municipalities are subetantialJ.y limited to 

fixing taxes on real property and the exercise of certain professions 1 &nd taxes 

of a local natUl~e. In addition, the muni'cipalities receive a share, fixed by the 

Constituti~, of' the total revenue accruing to the· Federal Government, particularly 

from the income tax. 

Budgetary and ~ra-budgetary finances and finances of auton~~ 

institutions. Budgetary procedure ie 1eas strictly defined. The Federal 

Constitution now in force, like those of 1934 and 1937, provides that the budGet 

should be universal, single, annual and. specific, in conformity with the four 

rlaseic rules of French budgetary law. These same principles are applied to the 

/State and 
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.. tate and municipal budgets, all of which are subje.cted to a fairly substant:ihl 

legree of uniformity. In practice, however, it is found that the first two 

~rinciples -- particularly that of universality -- are far from being ricorons.1.y 

:>bserved; thai; is to say, the so-called General Budget_. of the Union does not cove~ 

0111 the revenue and e:x:pendi tul,'e of the Federal Government; and the seme ap:')lif s -';r 

: number of States and municipalities. This, of course, is not a peculiar2.;y 

:lrazilian characteristic. Similar deviations from the standard procedure may be 

1oted in other Latin American countries and, in fact, throughout the world, since 

che multiplicity of governmental economic and financial activities and the variety 

Jf ways in which the·ae activities are organized make it difficult to meet all 

~xpenditure out of a common fund of revenue (principle of universality), and to 

~over all types of revenue anQ. · ~xpendi ture in a. single budget (principle of unity). 

Reports on the execution of the Federal and State budgets are published. 

rith remarkable promptitude -- the Federal reports appe?.r. four or five months after 

the close· of the financial year_ -- and. of'fer ?- .general. ~i9ture of budgetary and 

extra-budgeta.:ry finances. They indicate that Federal extra-budgetary expenditure 

normally constitutes about 15·20 per cent of the total Federal expenC'dture, except 

when the budget proper shows_ a deficit; that is to say, when it is found necessary 

to resort to loans_ ~- which are _considered in J?rinciple as extra-budgetary sources 

of !'evenue. The greater part of extra-budgetary expenditure is made up of 

Government credits for financing crops, especially of cotton. The Government meetL 

this temporary expenditure by selling the produce acquired. Wheat imports are 

financed in a similar manner. 

In addition to-these operations, which a~e considered to be extra­

budgetary, there is a substantial volume of public r~venue and expenditure 
. ' . 

connected with the autonomous i~etituttons, each of which is required to draw up 

its annual budget in advance, and on the ba.sie of_ a, standard pattern. The Federal 

administration alone now includes about fifty of these autonomous bodies same of 

w·hich are industrial (the railways, Lloyd Braeileiro etc.), others financial 

(Savings Banlcs), others connec.ted witll social services (Social Security 

Institutions), others concerned with economic activities (sugar, salt,.pine and 

other institutions), and, finally, others concerned with cultural activities. 

(universities). 

/As a rule 
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As a rule these autonomous bodiea·he.ve,-thei:r own funds -- industrial 

earnings, members' contribt:tions etc. --which are.adequate to cover their 

expenditure.; Many of them are able to show substantial surpluses, but where 

deficits occur, they are obliged to turn to the Governreent which has appropriated 

budgetary funde amounting to several ·hundreds of milliotts of cruzeiros for such, 

items over the past few years. In ·the 1951 Budget, for in. stance, 300 million 

i h ' 1/ cruze roe ave been earmarked for thiS purpose.-

(b) Federal finances 

The· four ~rincipal taxe!· The Federal Government's finances reflect 
,; ' 

Brazil's economic evolution with a re~sonable degree of accuracy. Until 1939, 

half of the Federal fiscal revenue were derived from customs duties on imports;.·· 

but the tariff on which these were imposed shows thePl to have been intended rather 

as revenue taxes, designed to provide the.Government with funds for budgetary 
. . "; 

purposes, than as protective duties. Nost manufactured :products -- both c;:apital 
' ' . ' ' . ~ 

and consumer goods -- were imported, and it was believed that duties on them would 

provide the most convenient and.fair means of meeting public expenditure. After 

a sharp decline during the war (causeCl, by the.f.all in imports), revenue from this 

source has begun to rise again,. ~h~ugh it has not yet recovered its former level. 

During the past five years it has supplied from 12 to 15 per cent of the fiscal 

revenue and about 10-12 per cent of total revenue. 

Since before the war, thanks to the development of industrial.:production 

in Brazil and to the expansion of the domestic market, the most important tax in 

the Federal fiscal system has been the consumptio.n t~, which despite its somewhat 

misleading designation is a charge on the manufa~tu1~e of industrial products, 

levied at the factory i t~elf according to the quantity ar~d, particularly, the value 

of the merchandis.e, only export goods bei.ng .exerupt. Gov~rnrJlent revenue from this 

source at present exceeQ.e 6,000 mil;l.ion cruzeiros annually, that ,is, about 

4o per cent of. ·the tax yield and more than 30 per cent of the total budgetary 

revenue. 

;residential·Meesa'e to the National Consrese o~ __ the Bu4get for 1~51. 
l::iupplement tO !>iar o !2,_ Congresao Nacional (Congressional Records , 
No. 83, :page IXI. · · · . · · · · · . · 

/Since the 
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Since· the early years' 'of the war, direct taxation has been of the utmost 

importance in the ·Federal finances. Income tax, which was first levied in 1924 
and yet in 1939 contributed no more than 10 per cent oi' budgetary revenue, todaY 

produces a yield of 5,500 million cruzeiros,·and is one of the principal sources 

of revenue, coming next in importance after the consumption taX.. 
Private incomes and corporate profits contribute to the total revenue 

from income tax in more or less equal ·proportions• 

The effect of the tax on capital formation is attenuated by the fact that 

income derived from bearer securities is subject not to the progressive tax but 

to fixed char~~s :::.namely, 6 per. ce~t -~~ government bonds t;md 15 per· cen~ on EJhares 

and debentures. This tax relief enjoyed by bearer securities has undoubtedly 

contributed substantially to the development of co1~orations in Brazil. Similarly, 

the tax on business earnings is comparatively moderate. Until 1947 it was levied 

at a flat. rate of 8 per cent but. since then progressively graduated rates have 
. ' ' . . . ' 

been_ intr.oduced, with a maximum of 15 per cent.' Distributed company profits are 

taxed only once. 

The fourth important source of Federal revenue is a mixed tax, paid in 

various ways; for either administrative or commercial transactions by means of a 
·.·. ' ' 

stamp •. It is therefore known as the Stamp Tax (Impasto do Selo). All documents 

liable to taxation must be stamped with a special stamp, and the revenue thus 

obtained goes to Public Health and Education. More than 200 million transactions 

a year are taxed.in this way. Though these fees are for the most part quite 

moderate, they produce a substantial yield, amounting in 1950 to more th~ _1,600 
million cruzeiros, or about 8 per cent of the total budget revenue. 

In view of its importance, which is economic rather than financial, 

reference shrn1ld also be made to a fifth tax: that on transfers of funds abroad. 

This tax, instituted just before the war, was suspended in 1946 but reintroduced 

soon after. It consists of a 5 per cent ~ valorem c~arge on purchases of foreign 

exchange for iln.port purposes, the payment of services and the settlement of 

financial transactions. Certain essential goods, such ae coal, petrol9um, wheat 

etc. carry exemption from this tax, which is intended primarily as a supplement to 
. . 

the import duty. It should be remembered. that the ·Brazilian customs tariffs are 
. 

specific, dut:iea being levied according to quantity, not value; which-msans that 

in periods of rising prices its economic effects and financial importance are 

inevitably reduced. 

/Another tax, 
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Another tax,, of le.sser si@lifi cance, is lmown as the Social Security Tax, 

since the yield from it is used for that purpose. It is levi~d at a rate of 

2 per cent on imported goods, whic~1. are, t!J.¥~, su~ject tp ·a tax of 7 per cent 

~ valorem over and above the customs dut;ies; ~-r.qp~J.;v. so-called. 

RJvenue from industrz ~_Eopertr. Despite the Federal Government's 

extensive economic .interests, its revenue f~om industry and property is quite 

limited, representing in all barely 5 per cent of budgetary revenue. Since 1945 

revenue from industry has increased at a s~ower rate than taxes. 

At least one of the reasons for this is the fact that many Government 

operations (inc),uding the most profitable, like the financing of the cotton crop 

during the . early post-_war y;ears) are extra-budgetary. 

However, the favourable development of ~ number of mixed enterprises in 

which the Federal Government has large holdings is beginning to provide an important 

source of revenue. For instance, earnings from the National Iron and Steel Company 

(Companhia Siderurftica 'Nacions.l), which in 1950 paid a dividend of 8 per cent on 

its ordinary snares~ have steadily increased. 

/Administrative 
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Administrative Costa: Between 1945 and 1949, Federal expenditure doubled , _____ _ 
but effectiv~ revenue followed the expenditure curve very closely, as may be seen 

' I • ~ 

from the following table: 

Table 2. Brazil: Federal Re11enue and Eipenditu.:! 

(in millions of oruso1ros) 

Years Revenue 
-~ -
1945 8,852· 

. -

 1946 11,570 
1947 13,853 

.1948 15,699 
1949 17,917 

Expenditure 

9,85,0 
14,203 
13;393 
15,696 
20,727 

Source: The Department of Econolllic and ll'1Il8llcial Statistics of the Brazii:i.an · 

Ministry of Finance. 

Expenditure is carefully classified according to ~urpose; e.g. personnel 

(an averag~ o~er the past five years of 38 per cent. of total expenditure)-~nd 
materials (12 :f?er cent). The remaining half is shared 8.Ijlong ser.vices and 

charges (26 per cent) -- a complex category, iliclud.ing contractual services and 

certain Government services proper -- subsidies, :public works appropriations 

and the purchase of buildings (i.e. the bulk of investment) and the service 

of the national debt. The two last items will be studied in detail below. 
Owing to the form in which the Brazilian budget is drawn up, it is not 

always possible to determine the expenditure of a given service ~th the desirable 

accuracy. In most cases expenditure on a particular item coincides with the 

appropriation budgeted for the Government department concerned, eo that the 

appropriations for each Ministry or other Governmental organ reflect, at least in 

its general outlines the functional distribution of public exponcliture. It Will 

thus be noted that national defence very reeularly absorbs 30 per cent or, if the 

coat of internal security (police and the judiciary) is added, one-third of total 

Federal expend.iture. Another third goes to the Ministries concerned with 

economic matters (agriculture, transport and COirlil11mications), and the remaining 

/third 
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third to a variety of servieas. Expe~diture on cultural and social items 
constitutes only, 10 pe~ cent of the tot~l~ while government adminiRtration 

proper -- particularly financial administration and the service of the Public 
. ' ,!' . :- . . ', ' 

Debt -- acc~unts for 18 per cent. 

Investment, In a coun:try like Brazil, which is undergoing a pl1ase of .intense 
' • •. t · •• ~ .• :. 

economic dev~lopment, Government expenditure on capital goods must i~evitably 
- :' 

be high, even if the Government limits itself to providh1g the essential 

minimum of means of trane~ort and other fundamental services for the usa of 

private enterprise. 

A recent estimate of Federal expenditure in this category from 1939 

t~ the present showed that over the past decade about 20 per cent of total 

expenditure has been applied to purposes which could be defined as investment. 
. ·. . . ' ' . . 

In public administration, clearly, it is impossible to lay down a precise . . 

dividing line between operating expenditure and inve~tment. Many buildings .and 

durable goods intended for military )?urposes (for exal.nple, airfields and 
. . . . . . . . ' . 

aeroplanes which may at any given m6men~ be turned to productive civilian use) 
··: . .'-' . 

might be classified as investment. 

Undoubtedl.y, however, there.has been a substantial increase in 

government investment.of.a strictly economic ord~r d~ing the past few years. 

In 1949;·1nvestment amot~ted t~ 27.5 per cent of total expenditure; 'a s~riking 
contrast with th~ ffgures for 19,~5 and 1946 (11.3 and 8 per cent, respectively). 

' ' • • •• \ ¥· ' • • ' .·, 

The expansion . of government; investment in 1949 was due to advance implementation 

.of :parts of the SALTE Plan. 

c) stat!} and Municipal Finance~.. 
~es Tax. . . Much of Brazil' a public expend.i ture, as has already been noted, 

is effected through the States, which also benefit by an extremely productive 

. soUI:'ce of revenue, the Imposto de Vendas e Consic,nacoes (Sales and. Consignments 
'· ------.... ---.. 

Tax). This is a general turnover tax on all ·COJIJIOOrcial, industrial and 

agricultural undertakings with the exception of agricultura.l smallholdings. 
,. •.' . . . . 

Most products are thus taxed a number of times. 
• : ~·.. • • ' I 

/States 
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' ' States have the right to ievy the tax on the value of any product, 

the rate befnS unifor.M within each State. Up to 1947 the rate applied in the 

principal States varied between 1.4 and 2 per cent, but owing to the steady 

increase in expenditure during the past few years, .it baa almost eve~ywhere 

been raieecL appreciably I with the result that in 1949 the average for Brazil 

stood at al)out 2.5 per cent. In view of ita nature, this tax represents a .real 

burden of l>etween 5 and 6 per cent on any finished product. For certain 

categories of goode, such as textiles, which are taxed up to five times at the 

various phases of production and distribution, the fiscal burden 1e considerably 

greater. 

It is 'certain that the Sales Tax not onJ.y helps to raise the domestic 

price level but also weighs heavily on export prices. It has been eetinated 

that in 1949 ita effect on· the prices of export' goode amounted to a total 

increase of 877 miyrion. cruzeiros, that is~ about 4.3 per cent of the total 

value ot~xports. 1 
Efforts lilad~ to reduce--the tax have ·a.ll been unsuccessful 

since it constitutes one of the' Sta.tee• richest~ sources of revenue, contributing 

about half of their total revenue. In 1949, the Sales Tax produced a yield 

of 7, 000 million cruzej.ros, more :than any other source of revenue in Brazil • 

Property tax. As 1n moat other countries, property taxes -in Brazil are 
levied by the local governments. Thanks to the activity of the property 

market, they provide the States and municipalities with considerable .revenue, 

The most product! ve of these sou:rcea· of revenue is a sales tax 

known as "1ihe tax on the transfer of immovable property inter vivos~. (Impasto 

de transmieaao de propriedade imobilia.ria inter-vivos). During the :poet-war 

period, in spite of some decline in the volume of transactions, this tax has 

broughtthe States an annual yield of same 800 million cruzeiros. 

This yieid corresponds to a total value of property sales amounting to 

some 10,000 millicn cruzeiros, a very high figure due to the fact that most 

of the transactions taxed.. are sales of new ·apartments, generally made before 

the building is fully COLJ1'leted. Consequently the ·sales tax is to acme extent 

at least a for.m of tax on the building industry. Since 1947 profits tram the 

~sale of buildings have been subJect to a Federal Tax ot as much as 30 per cent. 

?} Conjuntura Eeonomica, October 1950, page l7 

/As against 
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As aepinst the _re+ativell high taxes levied on the transfer of :1Inmavab:k 

property inter vivos, the tax o:n transfers mortis causa -- 1 .e. the succession 

tax .... is still comparative-ly low. This also is levied by_the States,,but 
• • r '"· 

yields only a little more than 200 million cruzeiros annually. 
' . ' . . ' . . ·, ,• : 

Expenditure, pS.rticularly for inveetmen~. Since __ the.,~nd_ of the _w_a~, local 
. ·. .,· . ' . 

government expenditure has increased mu~h more r~v~~ tnan th~t of .the Federal 
,· : . . :. '• . ,. . . . . 

Government. This increase is to some extent due to the expansio~ of 

administrative services, but its ma~ cause lies in'the development of public 
. . ". .. 

worke by the States , and mu..TJ.icipali ties~ 

One of the most import~t activities of the local governments i~ . •' . ., . •(: 

road building. In addition to the funds allocated to them for this purpose 
~ ' . 

out of a ~ on the- importation of petroleum products -- 60 per cent of the 

yield ~:f this tax goes- to the local governments, the 'remainder being. r~~ined 
by the Federal -Government ~- the State and municipal authorities have disbursed 

. . ' l ' • \ ., • ' 

large ~ums in the past :few years tor.the improv~nt of road transport, the 
, ' . . •' .'' ... 

State ot Sao Paulo being particularly prominent in this respect. . . .. . . : ~ . 

Some Stat~s also par~i~ipat~ _actively in economic affaire, though as 
. . : .-.- . ' 

a rule eu~h operations, like tl1oae Of the Federal Government, are effected 
. . . . , ... ' . - •·. . '.' . . ~ . 

through the !nstitutos, CaS$s .iP. point are the State.s of Bahia (cacao} and 

Rio Gra.'lde do Sul. (rice e~c-.),; an4 there are other aWlar autqnomous ,agencies. 

.d) Publlv clebt 

Ever since the Declaration of Independence~ the public debt 
- f • • • • 

has been. one of Bre.r.il' E;'l moat cri t~oal problems. For long perict1.s d1,;1"1ng the 
' . -· 

last centu..-..y, s.n.i !r.deed up to very recently, foreign· credi ta provide•l the . 
' . . ; . . . . . 

only tnea:J.e o:t· tri'e·-=:t •. ~.ng !'lX-1>:-aordinary, and in eome caEtes even no~~.!l:'.l Gov.:~rnment 
' 

requir5rc.ontrt o:,: J·c.•'ta o'V:..ng t.o t:r.e anorta;ga. C?f a.om~'3t:t' tJa:p~.tal a.tid th~ absence
. . . . 

of a wel}.-u:-·:::.:::.i;.:::.:}J. ·i0Jl0'!1".:-.ic lr!t'::.J"j-et for Gove·;:'"i"~"l.!e~"{; ooo-:>.:.~:ttiea. On the eve of 

.. the secor,d Hoi·.~-~ Wa.:: . .-·;- Brazil's r~::eign iebt shc(.J,l a13 foJJ.owe; 156 mil:ion pounds 

s~rling1 3';)'6 :J(il:L:.:m U.s. d.olle.::-a, 5·21 m.tlli'"~11 -~~·eri~h ·:r:Nr.ce (j_,C.J?~'Xt1), 229 

million F:-~n~·'J. f.ta>:•,ca (g<'lcl) c.n•":. 3 Ji.i . .J..}.:·.~·;l T)1.:'i:ic:.-. fJvr~.r.\.tJ, .The arrnuE>.l interest 

en thiJ eu.).~;':lo~·.;; t1.s··.)-t vc.;; :J::;o< 't :.:..o) rd. .. :.'ilo'l ci.clb.ro, that ie about 20 per cent 

In e.rJ.d.i tion ·tc. t:.1~ p:~-'3 :::L;t:.:..1 s '·::--ic:1 .t t ex'3r<.::f.~Eld on the balance of 

payments, thie por-::3. t"!.:).r.. haJ ·t::''!'~· ttt:.\e.~·."e ~ftco-ta o:r.. Cov~OJr'1.InA:l'h f:1.r.:.E'..nces. Sine~ 

-interest on thG f':::.-td.f?;'l de'Ji'; h~1.C!. to ·~:~~ 1"'<1l.i :t::. fo:r eign e:.:::cnru:.3a, the frequent 

fall. 1n the rete of exchange of the mill~ia was equivalent to an increase in 

Government expe1~iture. 
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After a number of attempts, a: satisfactory: solution to this problem 

was finally achieved during the war~ ·rn November 1943 the Brazilian Government 

signed an agreement with ita British and United States creditors under Which it 

offered holders of · Bi-azilian bonds immediate· rede:m.ptfon · of a substantial part 

ot their holdiilgs in·retUrl'l for which the. total amourit of the debt was written 

down and the rate of interest reduced. :The· redemption period for holdings 

of creditor·s who would. not accept this proposal· was extended to t~ty years, 

and the rates of interest drastically reduced. Many creditors opted f6r 

the former solution, known as "Plan B", with the result that the total amount 

of the Brazilian foreign debt was reduced by about one-third and the coat ot 
service of the de~ by about two~thirds. 

In 1946' by agreement With the French. creditors J the franc debt was 

redeemed immediately and 1n fUll by payment of 19.3 million dollars. 

As a result of these agreements, Government expenditure for aervice 

of the foreign debt (interest and amortization) Was reduced tb about 33 Ddllion 

dollars (aoll)3 600 million cruzeiros). The devaluation· of the pound sterling was 

another favourable development tor Brazilian Government finances; and to add 

to this, the improvement in trade has enabled the Government··to effect re:Peated 

unscheduled amortizations. The· inoet important a~h transaction took place 

in April ·1950, when' the Brazilian ·Government u~d 15 .2· ·million potmds ··out of 

its blocked sterling reserves to pay off at par :foreisn bends in that currency. 

As a result of these operations, the foreif'9,'l debt now stands at less 

than One-halt of its 1939 figure. On December 31, 1949, the total value of 

bondl!l in circulation amotmt~ to 72.5 million pounds sterling, and 164 !Dillion 

dollars -- that is, 6. 8 thousand million cruzeiros. About 6o per cent ot · this 

; total represents Federal debt, and in addition· the Federal Government has · 

guaranteed all bonds tmder "Plan B". 

Foreign debt service accounted for a total of 320 million cruzeiros 

in the 1950 Federal budget and 120 million cruzerios in the State bud..sete, 

representing 1.4 per cent of the total budgeted Fed.eral expenditure and lese 

• than 1 per cent of total State expend! ture. 

. fcon:e911dated 
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Consolidated internal debt. The conao?-1d.ated internal d.ebt has never presented 

a very great problem for Brazil's public financel:},eince the fall in the

· pUrchasing power of the national currency ha·a reduce~ the cost of debt service, 

Which in any case is limited, as far as the Federal debt is concerned, to 

payment of interest. Moreover, the very restricted capital market for 

OovertlllliBtlt bonds, has prevented any excessive increase in the debt. 

In 1940 the Federal consolidated internal debt amounted. to 6.2 

thousand million cruzeiros. With the War :Bond issue ·- totalling 4.3 thousand. 

million cruzeiros -- the d.ebt had reached a total of 10 thouea.nd million 

cruzeiros in 1946' and. has since rezrained. at about thi.a level. On the eve of 
. .' ·-: ''·' ' . ~ 

the war the consolidated internal debt .was equivalent t9 140 per cent of the 

Fed.eral Budget, whereas in 1949 it represented scarC;ely more than 50 per cent. 

However, the relatively high rates of interest --.from J to 7 per cent per annum­

involve a budgetary appropriation of some bOO ~illion cruzeiros (3 per cent of 

total expenditure). 

The position of the local sPYernaents in this connexion is leas 

favourable. The internal co~lid&ted debt of the State Governments increased 

from 6,5 thousand million cruzeiros iu 1945 to .. 9.1 thousand million in 1948, the 

last year for which full data are av4ilable. This increase has probably 

continued in the last two years1 ~spite 'W'biob the total amount of the de~t is 

almost certaiuly ·still lese than the total amount of the annual State budgets, 
' 

and. the cost of Qervice is generally lees than 8-10 per cent of tota.l expenditure, 

Floatin§ Debt. The Federal floating debt shows marked. fluctuations, caused 

primarily by extra-budgetary operations pre-financed. by the Bank of Brazil. 

At the em of the war, it stood at about 10,000 milliOn cruzeiros, principally 

ae a result of. :Bank of Brazil .financing of gold purchases by the Federal 

. Government. It subsequentlY: fell to less than 2,000 million cruzeiros, but 

hae again shown an appreciable .;rise in rece.nt. years thanks to the expansion 

of coinmsrcial transactions (f1nanc1,:ng of, crops, whel;tt imports, etc.), 
1 
aq:'that 

by 1949 it stood. at· about the eame .. level as at the close of hostiliti~e. 

However, the Bank of Brazil ha~ cgnclud.ed a number of. agree,mente . 

which have considerably red't,Jced. the -cQst to .th~ Government of debt service. As 

a result this· item, which amoun\ed. to .. 670 mi:l),.iop cruzeiros in 1946, had .,fallen 

tcr 250 millions in 1950• 
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Compulsory loans. On a npmber of occasions, the,!nadequ~cy of. the;op~n 

c~ital narket has compelled t·h!3:Federal Government to .resort ·to compulsory loans. 

A major part of the eX:traord.inary expenditure caused: by the war was. financed by 

this means. Compulsory subScription to War Bonds was closely linked with the 

income tax, but it was far from constituting a form of supplementary tax, since 

vfar Bond.s bear interest at tbe ·rate of 6 per cent per annW!'I .and are· freely 

negotiable. 

Another form of compulsory loan was introduced in 1946 when the 

balance of tra.de l~ft a large surplus. In order to lessen the inflationary 

effects Of the development, 'exporters W~t'e r..equired to purchcse treasury bonds ,. . . ~ 

up to 20 per ce.nt of the value 'of· thei:r sales; that is, on compulso:ry sale of 

the foreign exChange accruing_: from their exports to the Bank of Bra:zil, .they 

:received one.$fifth of its cruzeiro equivalent in the form of short$term notes 

{ 120 days'), bearing intel'est at the rate of 3 per cent per annum. 

The conditione which led to the issue of these notes no longer obtain, 

but exporters are· stiii required to subscribe :to them, since any final 

s~.:ttleinernt would involve the Government in- conS-iderable expet:diture . .: The ·total 

.~oll.nt of notes in ci:rcutation varies with the total volume of exports, but 

fluctt.lates arol.lnd h2· thousand m±llion e~zeiros. A number of plans for the 

solution of this problem are under . consideration •. 

' Market .for government bonds. The various difficulties connected wit·h ·the public 

debt may i'n fact be reduced to a single problem: that of finding a mean'S to 

expand the Open market for government bonds~ 

It is true that there is a regular trade in· Federal .bonds -and bonds 

issued. by the principal ·states on the Brazilian stock exehanges; pa:rticul.a.rly 

that of Rio de Janeiro •. · In fact, the volU!I'le. of such. transactions even exce~s 

the :trad.e in debentures and shares. However, the public shows little·interest 

in· t'nis ·cateeory of inves~ment, and the hi-gh returns offered on the real estate 

market, ·and in other branches .of the capital· mrket, nake it·pra'ct'ieS.lly 

impossible to 'place new issues of GOvernment· bonaer, except at terms.· 

incompat-ible with sound public finances. 

As a result of this weak demand, the ·bulk of government bonds ar.e · 
quoted on the stock market at .we'll under par. . Market quotations are . ,. 

virtually independent of the Government "s financial position; a fa"Ct which 

would seem to indicate that the causes are psychological and traditional. 
/Since 1945 
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Since 1945 a Government agency,. the Superintenden9ia da Hoeda "! d.o .. 

Crecl.ito ·.{Board of Money and Credit) has been emth~rized to concluct open 

narket operations. 'In practice, however; the •Government d.oes not enter the 

market. Very recently, a number of attempts have been maa.e,. to improve the rmrkt 

for Government bonds; but it is still too early to ascertain whether theE1e . 

ef!'otts:· ~r~ likely ~o '9r~ng about a· _rt;l.d.ical change. 

2. Money and. Credit 

(a) ~IDnetary policy 
d 

Issue of paper c~renc;r. Not infrequently the·13razil1o.n Qoverr.ment has been 

lnduc~d. t'~ resort to the issue of paper currency in order to overcorr..e the 

d.iff~cult~es it has encountered in coverinG the budgetary deficit and financing 

extraordinary expenditure by loans, 

The chronic inflation which indepe~dent/¥~~~tte~ from its colonial 

period is due to the disparity bet~een Federal expenditure an~ revenue;_but it 

would be inaccurate to attribute the e~ansion of the monetary issue to 

financial policy, alone. ciearly, a country with an an~ual population gr~wth . ' ' ... · .. . ' . 

of 2 per cent and.a steadily increa.sin[', per capita income requires a 
. ' . .. 

corresponding expansion in its means of payment._ .The development of a market 

econonzy in Brazil and especially the deoline in barter a_nd. its replacement by 
. . • ' . •.• • ' . • ' ! 

mcmat~ .trade, have. exerted pressur~ in the sante direction. 

A further factor has also been mentioned ... especially cluring the 
. . ·I·• : 

·war -- in eXplanation of the issues of paper c;urrency; n:1mel~, the cn:-.Ut 

balance of foreign tra~e, the nee~ ~9 fin~nce the export surplus. by Gover~nt 
... ' ' j. 

or Ba.pk of Brazil credits and the Government purchase, through the l3ank, of 
'• ... ' ' 

tl,le foreign exchange derived. from such exports. The .extnl,ordinary ac.cumulation 

or gold reserves;and foreign exchange durinc the war was almost entirely financed 
. "• ~ ~ ~ . 

'bY Bank of Braz.il credits, and the necessary means of payment were created 

largely ~Y issue of paper currency. In this way 11,000 milli~n cruzeiros in 

foreign exchange were accumulated. in the period. 1941~1945, and of these funds 

6,000 .million .cruzeiros were -reconverted to gold. 

In ~he post-war peripd. there has acain been a certain parallelism 

between the balance of trade position and the i~sue of paper currency, whenever 
' ~ '. . y 

the budgetary deficit has not exerted. too grea~ a 1>ressure. H~wever, the 

inadequacy o:f the data. on the ba],a.nce of payments makes it impossible to . . . ·. l/ ·. 
analyse this J?roblem, witp any degrf)e of accura?y .- . . .. 

1 rThe d&ta on the balance of payments cover only 194 7 and. ~ 1948; see be low. - ••'\ 

/Whilst 
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Whilst the other causes of monetary expansion should not be over-
-- I , I ' , 

looked_,· it must be recognized that Gove~'n.ment financial policy continues to be 

the fundamental factor. The. following table .is eome$a:t insi;r.uctive · in.t(lis 

connexibn. It gives~ comparative data for the bu~getary _position,. the :C~lance 

of trade and. th~ pa:Per currency issue during the po~t ?war, l?~~iod;. 
Table 3. 13razil: Budgetary Position, Balanc,e of ':?rad.e, and ,Issues .of Pa12er 

Years 

. 1946 

1947 
l948 

1949 

1946/49 
· Sources:· 

CUI'rency · 

(in millions of cruzeiros) 

Balance of Trad.e .. · Increase. or decrease J ·, 

· paper··currency ~ts6Ue-· 

~5~201 2,959' 

-.1,610 - '. 95 

712 1\,297 

~2,810 495 2 1 349 

-4,980 2_,38~ 6,510' 
For th~· bud.get, Cohtador!a 0-e:ral<oa, EepJ.blica (Federal Government 

. ' ' , 
Auditing Office); for tp.e ba.lanc.e of .t:t:ade, Econ9mic and Financial . ..: . : 

Statistics Service of the Ministry of Finance; for paper currency 
' •• '> • • 

issue, ~ortization Fund. 

It should be noted that the.re have. been bud.f3et surpluses tw.ice d.urine 

the first four years of the post-war period., thus making it possible to ·maintain 

the paper currency' issue prac~ically unaltered over a period of 22 months 

(from January ~947 to ?ct-~ber 19~8) -- a somewhat rare achievement 'in BraziPG 

monetary and financial history • The ye.u 1950· is eimflar 1~- mo1·e thun' one :-en:'f 

to 1946. When the budget was :Presented to Congress fQr ap:n·oval it showed.·. 

a substantial d.eficit, which was later reduced. by in,troducing.economieso At 

the same time, the be.lance of trad.e was clearly p.Oeltivej 'the first six months 
' . ,. ' 

showing a credit balance of 1,131 mill~on cruzeiros. These two factors led· to 

issues amounttng to over 780 million cruzeiros froin January to June. 

Between 30 June 1945 and 30 June 1950 the paper currency issue rose 

from 15,438 million to 24;825 'million_c~uzeiros: an·increase .of 61 per cent, 

which undoubtedly exceeds the rise in production and. the expansion in -'the 

internal market over· the same period. 

Deposit Honey~ The use of deposit money had. increased. in Brazil at a relativel;, 

hic;h rate.· Before the war it constituted two~thitds of the total money supply, 

and this proportion has incr~ased. d.uring th~ p~st ·decade, as'may be seen from: 

the fo1lowins table: 



I,eble 4, 

Years and 
months 

1939-XII 
19iC·XII 
1~1 ·:.>XII 
19~· ;:.;··XII 
l~L~ III 
1)-:~: .\::! 
lS·L:.) ·J:II 
1~>:-(, ·XII 
l:Y; ~· ·:~II 
l<:J.L ·S~·X!I 
l9':9 .. VI 
19!,9-XII 
1950-VI 

~ Excluding 

419'71 
5,:.85 
6,647 
8,238 

10,981 
14,462 
17,535 
20 ,1~?4 
20,399 
21,696 
21,610 
24 ,oi~5 
24,5~5 

coin~ 

N~Y~f:~ 
(in rfli:lione of cl'uzeiroe) 

c. DarnPnd depoaita 
exc}:li!ng :1.;-:.ter• 
bank do :pori cs 

3.854 ·r )38o 
4.,C95 '''.474 (' 
5,JJ_O 9,713 

H~~595 
19.,895 

6j130 
'8,542. 

2~;047 
27.169 
£.)1· .. 837 

11.662 
1 ), · ·; n·, ___ ,. :- •· t-• 

J G ~ e~·:"J 
1.(;. (~52 33,256 
17/733 3'6.186 

40:.093 
41.!.14-1 
46~651 

1? ~467 
19)361 
20,175 
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D. Tctal Ratio 
mo::>.0y yiY 12 
st:,-)1 A 

_!1.:_, .~,·~} 
J. ~ > -'.:.4 2 .. ·26 
11., ~69 f: ,. ?.3 
15,0:23 2~26 
18,725 2.27 
28,437 2,60 
35.709 2.47 
4l:,h90 Z-36 
46 !"-~ 2,'~8 s<::? I 
50,.138 2o46 
53,929 2~49 
57,5Go 2~56 
60; 1J.98 2,:>2 
66,326 2.69 

Rrn zil:i.an statistics on deruand de .;_Josi ta, unlike the !nternetional Monet•'lry 
Fu:~.d. et: ·c ~.~tic e • 1nc.:.u1e Fe ·i:.3ral Goverr,;r:.~L.t deposits. On ~.::e bas is of !J:e 
I.MtF • .:..1 ~.:lai:t'.:V;:Jtior.,, the 7"J~:.·Lo D-.A r'-"':e from 2.3 in 1939 to 2 .. 33 in June 
1950 (s~G ;::nte;:~llir::~]:.L:i£~.e::.:L91.':L~D::0-':.:..cs. October 1950) 

§Q.:.l]"cp: Bank c::"' !~rei~ .. :., R<-•c ::-:--"ha ;:;,, :,,,.Jm.~.~a (E0onomic Summary) 1 February and Septem-
. bt'r l~~~,o. --------~--

DemtP:d. de:pos i +;a ere not L$cessa.rily uaed as a means ot: :paymo:1t 1 particular 

ly in a country like B.razil, where they yield aa .much as 6 per cent, per annum in 

interest. Many deposit accounts, especially tha emaller·ones 1 are in fact a fol1!1 

of savings and rs!1Bin untouchsd over .long perj.od.a.· Since the war) howevor, the use 

of cheques has spread greatly. In the wholesale tredu they are '\:.::t"tucJ.~.~' the sole 

means of payment used; on the other hand, little use ia made of them in the retail 

trade and for p.ayment of wages. 

Available data on payments by cheque make it possible to &stimate approxi­

mately the rate of circulation of deposit money. At present some 25 to 30 thousand 

million cruzeiros in cheques aro hand.led monthly by the Clearing Houses. Assuming 

that loug-tem deposita have an average annual rete of turnover of 1.5 -- the 

atetiatics do not distinguish between the various types of deposits •• it will be 

found that the annual rete of turnover of demand deposits is now 4 to 5, as compared 

with 3 to 3.5 before end during the war. The following table show the :post-war 

trend: 
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Brazil: Cheque 

~ 
1945 

1946 

1947 

l948 

1949 

M:Hlions 
Total 
~eposi t_f?_ 

4:5,286 

48,768 

51,809 

-57,218 

64,021 

of cruzeiros 

Cbeg,uBs 

129,850 

165,816 ' 

184,272 

-204 ,1g8 

244,445 

clca:rinse and turnov-0r of bank d0Eoaits 

Annual Millions of cruzeiros Armw'.l 
rc"tk uf · I?emand 

g_g_eques~/ 
.rate ·or 

:·turnover qq:>£~ !lEE ~"Y~. '. ··--
2.9 39,748 106,943 3.) 

3.4 33,486 i42,893 4.'3 

3.6 37,476 162,772 4 ":< 0.) 

3.6 4'1,057 ·-179,886 4.4 

3.8 46,392 218,001 4.7 

f};,/ On the assumption of an annual rate of turnover of 1.5 for lcng· ter:n d~posi te. 

§.£E;r~: For bank dcpoai te, Econom:f.c and F'inancial S:tatiatica Servj ce of the 
Mini a try ·of Finance; for cheque clearin{;e 1 Bank of Braz 11. · 

The data contained in the above table cover only cheque clearings by the 

fourt~en Clearing Houses which operate in conjur~ction with the Bank of B:r·a·z.il, in 

the .principal commercial centres of Bre.zil. Cleadng is purely local, and P?lY 

selected banks may make use of the available faciH ties. However, a large number 

of cheques are cleared by the -banks themselves, inO.e;pendently of the Clearing 

Houses -- particularlY in the case of banks having a considerable nUlllber of branchc 

(b) B-:l.l"Jking poli~y. 

De,poE~i ta and loanl!.•. Banking legielation compels commercial banks to maintain a 

reserve, either in currency or in the form of deposits in the bank of Brazil, 

equivalent to 15 per cent of the demand. deposits and 10 per cent of the long-term 

deposits held by their cuetOJJ.ers. The Bank of Brazil is. exempt from. thja ccndi tior1 

and may use funds dep~si ted by other banks to mak8 ioun~ to the Gove:rnm0rrt, to 

~usiness undert~inga, or tc private persona. 

ra t1o of loans '·to depoei ta • 

Hence the extrao1·dinar:l,ly high 
1 ·- • ; 
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'Tabla 6. BraiiJ:i Bank deuosita and loan! 
; . . . ' . 

(in mi'llions of ·cruzeiroS) 

Year and A. Depoal s B. Loans Percentage ratio. i 

month of B to A 

l940~XII 13,664 ·12,837 
-

93·9 

1941-XII  16,532' 15,894 96.1 

1942-XII 21,541 18,206 84.5 

1943-XII . 31,570 '28,.757' 91.1 

1944-XII . 39,703 · 4o,i<>l " 101,0',

l945~XII 45,286 43,860 96.9 

1946-XII . 48,768 ', 45·,276 92.8 

1947,-XII 5l,8o9 46,539 89.8 

1948-XII 57,218 511309 89.7 

1949-VI 61,711··  57,176 92n :

1949•XII 64,026 62,419 97.5 

l95G·VI . .71,(582 t!B, 748 97·3 

. Source: .; Econooiie end Fin8no1e.l Statiatios. Se~ice ot too Minis.try of Finance 

The decline J.n the rati.o of loans to deposita which may be noted after 

1945 was.: principally d~a t~ the creation 1rl February 1945 of the Money and Credit 

Board '(superintend3noia da M~da a g.o gred.ito), a government agency responsible · · 

for regulating and supervising the credit policies of the. commercial banks. Imine­

diately following ita establishment, .the Board compelled all banks to deposit with 

it, independently of their existing statutory reserves, .amountG equivalent to 8 .per 

~ent qf,the deman~ depQeita and=4 per cent of the l~g-term deposits held by their 

custome:r;-s, As, however, these restrictions proved incompatible -with the demand for 
~ • r ., • . : 

credit, the rates of these compulsory deposits were later reduced to ~ per cent and 

2 per cent respect! vely, of which half might be made in government bonds. 

As in other countries, there is a tendency in ~razil for d~nd deposits 

to expand~ ·The retio of demand deposits to long-term deposits, after·eubtracting 

Gove~nt an~ ~~erbank d~poaite, rose from 1.7 in l945. to 2.2 in 1950. 
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Position of the Bank of Brazil. An unusual f~a~ure qf·the ]~~i~i~n banki~g ~ystem 

is the peculiar position of the Bank of Brazil. ·Though from a strictly formal 

standpoint it is a COlllJnercial benk1 organized as a Joint·stock company in which 

55.73 per cent of the capital is held by the Government~ in practice it enjoys 

many privileges and fulfils a variety of functions -~ such as exchange control -­

which in other countries are discharged by the central banks. It is not, however, 

a bank of 1ssue. It operates as a state bank in respect of both assets and lio­

bilities, about one-third of ita deposita being made by, and about one-half of ita 

loans issued to the Federal Government. 

The bulk of these governmental credits and debits, however, represent· 

foreign exchange transactions. As of 30 June 1950, Government deposits accounted-.. 
for only 1. 8 thousand million cruzeirOs and Government loans for 6. 9 thousand 

million cruaeiros of the Benk1s total deposits of 33.5 thousand million cruzeiros 

end total loans of 34.3 thousand million cruzeiros. 

A comperative analysis of these figures shows that the Bank of Brazil's 

commercial activities are extremely extensive, far exceeding those of any other· 

Brazilian bank.· As there are no specialized ineti~utions practically all agri.cultu· 

ral credit, for instance1 is ~n4~ed by th~ Be~, of Brazil. Despite the marked 

development of private banking d~ing the peat ~an years, the ~ank of Brazil has 
' . . . . 

maintained and even strengthened its poet(;~on as a credit es~ablishment serving the . . . 

national economy, It does, in feet, handle about a quar~er of all bank credits 

' made to commercial undertakings and l>rivate parties •. 

Table 7-· Brazil;. Dank loans to the publi£: 
(in millions of cruzeiros) 

Year. 

1940 
1945 
1946 
1947 
1948 
1949 

Bgnk of Brazil 

1,693 
8,830 
8,922 
9,517 

10,653 
12,918. 

Oth~r banks 

8,735 
31,324 
30,889 
31,995 
35,044 
39,081. 

Total 

10,418 
40,154 
39,811 
41,512 
45,697 
51,999 

Bank of Brazil's per• 
centase of total loans 

16.3 
22 .. 0 
22~4 

'22.9 
23.3 
24.8 

The credits granted by_ba~s other t~n the Bank of Brazil include a small 
part of the loans granted to public authorities, particularly local(govern­
ments (by the.end of 1949 the 78 principal Brazilian banks had granted loans 
of this type to the value of 11 346 million cruzeiros}. 

Source; Bailk of Brazil, Resenha Economica 1 September 1950; Economic and Financial 
Statistics Service of the Ministry of Finance, Bank of Brazil. 

J/ Banco do :Brasil; s. A., Memoria de 1949, page 110. 
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Plans -for thir gJjet.;l;op of e gentol »rmk· . The i_asue of n;tQn&y, f;ormerly a preroga-
... : ' . ·. 

tive of the 'Bank of :Brazil, is et p~~ent the e·:xcltlsive respo~s1b1lity of the 

Federal Gov~:rnment 1 ~h~oh J.a_ fully liable for all money in circulation, including 
the old banknotes, a all18ll p~~rtion .. of which- (32 million cruzeiros 1n 1949) ere 

. . 

still in circulation. :Bre:z1l1an monf)y t~r~fore ie legally State currency.. ; · · . . . . . . ,, . ' ~ . . 

The t&chnical process of issue is effected through various channels, 'Yhe 
principal of these beina the Carteit@ de R~cl;escontos {Rediacourit' Office) and.- th~ 

1/J • . .. • . . .. ) . . 

C.aixa de J4ob1l1zaq)o Banoerie (:Banking. Mobilization Fund), both of which operate in 

·oonJ\UlCtion w~th -the Bank of :Brazil •. 25 per cent of the_1Sf1ue is backe~ _by JSOld 

end ·foreign exqhange held by: the Federal Government~.· Moat of tl;e issqee ~de during . . . . , .. 

the _past few yeere have been effected at t~ request· of the Car;teil;ll de gede~~on;tos, 

and ere bac~d by commercial eecur~t1!!s 1 but recently (AugtlSt-Beptember 1950) 1 aa 

during the we;-, they were backed by Treasury Bonds. Th~ Government 1 tself does . not 

issue currency for ita own benefi~; when need arises 'it epplies to the. :Bank of Brazil) 

which., if_ its tunde prove irtedeq_ua~, ~awe on -~lle Ca;:teim de Redescontos •. Tlli~ 
egenoy in its tum applies to the Nsttpn~l..Treaeury (Tesourg Nacional)1 the only 

• • • ,.;I • ~ .. •• • • • 

organ authoriztd to issue paper currency. 
T~e complexity of this ptQoedure hee led to the for.mulation of a pr¢jeQt 

. . . 
for the. establishment of e bank of ie.su~.. Sf,verel eftorte 1n this direction had 

already been me de before the recent Wo;rJ,d War 1 but none znet ~ th aucce~a. 4J;1he. need 

~?r more effio~ent control of the ex:Panaion of :ciredit gave new impetus to these 

p~ane ~ and in 'l94 7 the ·aovernment place~ ~fo~. the ;National' C~eae. ~ bi~l pro~ 

v:lding for thi radical re:fo:t111 of the bank1Jl6 system. In addition to the Central . 

. Ba-ri.k1 "this project MVieegee five other banks, namely 8 mort·gagl'J- b8nk1 S rural 

ba.~k, an industrial bank, an investment bank, end an ~:x:port/import bank. 50 l>&r .. 

cent· of thfJ eepital of these banks would be contribut~d b;r the Govenunent. Though . ~ . . 

this plan met with public support, ita execution has proved: difficult, pertly· ,owing 

to the scope of the programme itself. Several oount4lr·propoealeY were presen~ed to 

Congress, end discussion continued until the e~ of 1950 without leading to any 

~ The text Of the Government project and of the principal counter-proposals 
preagnted to the Chamber of Deputies will be found in 0 cr~dito e o sist~ 
banc~rao no Braei* (Credit and :Banking System ~n Brazil), Impr~naa Nacional, 
Rio de Janeiro, 1948. See also in this conne:x:1on the Report of th~ Joint 
Brazil/United States Technical Cammieaion (Abbink Mission}. 

/decision 
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decision. Since, hwever~: the need: :f'or ·a Ce.Q.t~l Ba~ 1~ st.ill. \felt.;, it._ would · 

appear useful to su.min8r1ze the essential-provisions of the proposals unqer review, 

Under the Government's plan; the Central Bank's ~perations ¥Ou~q.· be 

'limited to the ·same fimctiona as those discharged by the federal reserve banks · in 

the United States,. Save in exceptional cases 1 it would not deal direct with private 

partiefil·'or undertakings other than banks or conduct transactions with the Government 

for its own ·account. However, the Government would be credited annually with e, 
ourrent acriount of up to 25 per cent of the total budgeted revenue·-- a l~mit far 

. --

higher than that at present in foree. The plan embodies no special condi tiona w1 th 

regard to the issue. of 'money, except that the Central Bank would be 'requ~r~d tO:. 
secure not less than 25 'per cent of the paper 1ssu6 by goid reserves. 

The Central Bank's credit control powers would be wide, and- would also 

cover investments by'·social security institutions and savings banks. The Banlc 

would be authorized to ftic '-the rates of interest on· deposits, diaco.unts, loans, 

m6rtgage notes, rural a~ industrial debentures and exchange operations. 

The ptCposals eubmi tted by· the· rilembers of Congress tend to s1 ve the .... 

private banks and other economic groups greeter weight in the administration of the 

·Central Bank. In the main, however, they follow the general lines of the Government 

plan·. The~ is thus general agreement on the need for reasonably 'W'ide an~ strict 

control of the 'monetary and banking ·systems. 

Limitatt.on of_ the ~tee of interest •• One of the most delic:ate ~roblems in Brazil's 

credit system is the very high prevailing rates of interest. In_the case of orainary 

bank loans, these vary-between 7 and 10 per cent per armum, .though the legal maximum 

of 12 per cent is often reached. These rates are due not only to the great demand 

for credit, but also to some extent, ~o inflation and.the frequent devaluations of 

BratU:lan currency in the past. 

/In August 
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'In. Augfet ·1950, aht:I.Ci:pating the future Centra), Bank. legislation, which 
. •. 

is to regulate these matters 1n full detail, the Government. introduced an 

import~t niaaure. Under Instruction No. 34 issued by the Money and Credit 

Board, rates of interest for the various types of bank deposits were limited to 

a scale of 3 to' 6 :per c~nt :per a.tmum -· :represent,;ing. a very appreciable reduction 

of interest on many accounts. Despite the par_tial n~ture of this .lf~e,;ure ~-.. due 

to the Board's limited powd.rs·"-· it constitutes an innovation which may have 

far-reaching effects on the credit market. 

(c) Long-term credit. 

Capital issues. The repercussions of the chronic inflation are particularly felt 

in the long-term credit market. The problems encountered in floating Government 

loans and. in finding a market for debentures are . similar. Quotations on the 

Rio de Janeiro and Sao Paulo stock exch~s $how that the annual yield of first­

class debentures fluctuates around 8 per cent; yet even at this rate it is 

difficult to place new issues. On the domestic capital market, shares have 

virtually eclipsed debentures, since variable-income securities offer the holder 

the dUal advantage of sharing the profits of a process of extraordinary develop­

ment and of enjoying the matt convenient fo~ of protection against the risks of 

monetary depreciation. 

The following table shows the capital issues of corporations with 

headquarters at Rio de Janeiro •. 

Table 8. Brazil: 

Year Shares Debentures ··Total ' . . 
Perce:.::rce.ge ratio 
debent,u'8a to total -

1942 879 311 1,190 . 26.1 

1943 1,033 154 ll: 
1,187' . 12.9 

1944 1,920 113 2,033 5.6 

1945 2,029 67 2,096 3.2 

1946 1,947 356 ~ 2' ,303 15.4 

1947 2,115 117 2,132 5.5 
t:, 

1948 2,499 271 2,770 -9.8 

1949 1,484 4 492 0.3 

~:1 Including 200 million cruzeiros issued by a mortgage bank. 

Source: Con~ntura Econamica1 Novem~r 1947, January 1948, February 1949 

and February 1950. /The real 
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Th~ 'principal av~nu~ fir fixed inc~. inv.::,atm~nt in 

Brazil is urban real eatat~. This markC~t haa been stimu;tated. by thA. int.,nsi ve 

nAw building, both 0f offlcf)s· and dw.-.llings, which took placA b~fire AE~ 

immediatGly after the war. 

This branch 0f the capital mark"'t 1~ :financed in tw;:, ways, i.e. by 

mo~gage ~r by the Pric.-· Table (Tabf"la PriM) or instalment system. Ratos of 
,., _...,_,_ '•.' 

interest on mortgages a~ high, for the same .r~aatn as in ;thA case of debentu~s. 

and mort~a£;e terms relatively short• It pas -,)een shown that .;n lG4n ;tie tL:ir" 

of the new mortgages ra:i sed 4 n R:l.o (lA Jane" ro were for short 'Jeri ods -~ as a rule 

· for only cne .. year. G-enerally apeaki ng rat;es of · nterest on short-term me rtg.a2,e~ 

ore h: gter tha!l those on .long -·terfn mortgages, an apparent ]Jara0ox due. tc the fact 

that •n the former case the mortga5or8 a~ ':p:r'eil.cm'nantly ;;rivate oart' ee whereas 

:in the l,a tter they arA mort gagA 'banks,· "insurance comuan' es, sav ng~ banks and 

eoc al secur ty "nst,tutjons. · The ·avera:.w rate of inte.rest 1n 194G ·n 
. . 1/ 

Rio de Janeiro was 9. 7 per cent.-' 

The 1 rJ ce TablA system · s the most common method of buy.,ng a_1artments. 

Normally. the l)U~chaser pays 50 per cent1 of ·the pri.ce Cl.uring bu.Hding, the 

remajn:lng half being paid in mQtthly 'instalm!lnt-s ov_er a period of up to fj :'teen 

years at 9 per cent jnt~r.s,et. nowev,.,r, the system has a number of form.<~ varying 

with the general economic sitW'ition.·· 

The numb~r 0f ~rsons :in a positjon to purchase or rent new apartments 

:La lin:lited) f:irstly; by. the cost of building, now about foul' times higher thar. 
"'< .. , 'l 

before the war, ann secondly, by· the fre~zjng ...,f rents in old buildings. ThC>ugh 

saturation point has by· no mPanef been reacheo, df'Hnand neverthelMs fell cff 

slightly from 1947, rjsing aga:tn ·with th~ general expansion o:t:.bus:i.ness jn 195(), 

Insurance and sa~~nss companies. DespitA th~ many gaps which F~till exiet 5n the 

,organizat:o 0n of long-term c:redH, particularly ;n regard to agricultural mortgage 

loanA) the capital markfllt is solidly backec'! by the insurance and sar ngs companj ee 

(~mEanhias ere cap~ tali~ayao); Thes~ latter operate along e:·mnar ljnes to thA 

jnsurance _c"()mpaniMI, with which some. of them ar.e closely assocJated. 

At th~ end. of i~9, total jnvestment by these two t~rp~s cf ;nstHution 

amounted .to snn~~ 5, 000 mHHon cruzeiros. The follo-w)ng tabl19 ebows tl:le 

expansj on and distrlbution of such inVf'ISttnent from 1?45 to ·194?: 

A 

Con.J~tntura Economica, January 1950 

/Table B:..a 
' 4 -
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Table8•a Brazil: Investment by jnsurance an<'l savlngs CCIDJJdnJes 

(m:i li"ons of cruze·' roe) 

Year Guaranteed F>xec" or vari a"ble Real Cash 'I'ctal 
loans income Houri ties 11ror;ert:Z: cle;Jos:, ts 

1945 6<)3 1.062 540 620 2;)15 

1946 l.2l"":l 818 8)3 587 3,517 

1947 l 121 1 289 1.061 563 4 034 

1948 1;565 1;352 1. 286 6o, 
~.J.. 4 89h 

1949 1 728 1)390 1 220 :oo 5;038 

Source: Con,wntura Fconom:· ca March and September 1949) Apr· 1 1950. 

The trend of -nvestment s"nce 1945 has increas:i!lgly :)een towar0s real 

Drc·nerty and. loans secure0 either by real pro·:Jerty or :)y :insurance -~;olj c·· es and 

Investment ='n secur"t·es negottal:Jle on the stock exchange. 

rJart cularly Government secur:: tj es., canst: tuted only 27.6 per cent of the total 

inV•:lstment in 1949; as agaJ.nst 36.4 ~.er cent jn 1945 anil 40.4 })er cent n 1:?4'3. 

To :3ome extent th· s trend ~ s sbarer'l by the cc:: tal market as a whole, 

3 Vxchunge .-cl cy an<i the Balance of •~ ay~ts 

(a) Golr ·and fore gn exchan::se. 

\hereas twc· centur ee d',C Br<:!Z:'l BU' ·J:eCI ascut 

40 "Jer cent of the wc·rlCI' e gold . rc 0uct on, : t new f c,ures ciiDOn~, the leeser 

ic'roducere. 

annually. 

However 'rorluct:ion - s fa rly re ··.ular vary ng lJet·..reen 4 anc1 5 t ns 

N ne-tenths c>f th s utvut e from a s. n:sle m ne at _:' r~e)th cf 3 OCO 

metres wh ch has been worked fc'r mere than a cPntt'ry lJy a ':lr t: sh cc ID"[1tmy. 

Between 1933 an..=: 1945 the ··~raz-·1 'an Government baCI a mcno ely of the 

(l,_mE~Bt"c ·'urchase cf ~,clo, reeell"l1€s a sma.ll ·art to ,'rc,cess n'. nr'1ustry and 

dccun:ulatl ng E' reserve of 52 tc,ns. Hcwever. the ·>ecuLar c<.nr'lctjons cf oroduc-

The Gz vernment was o-)1 'se 1 · · ·\:y 3 much h ·.her 

· n Rra.z•l than the current )r' ce C'f 0 ,('1r1 o:F fore; ;n or" n, 

T ce fer s ld m.ne~ 
the 

Jn l::t45. thorofcro j 
m( no ~ ly w.:;s abol"she<i.; and n the fc·llcw nr_:, ~"ear G vernment gc10 rurchr1ses 

ceased ent1rely. This measure alec ha~ ant- nflat•cnary effects s nee n 

order to "buy ;:-)ol0 the Government was cbl-·ged to :Gsue ·a 1;er currency. 
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Gold W:JS then pla.cen on the olen market; but <Jr ces were f- xe0. by the 

Gcvernmen t. In order to enable domest~c 1rcc'tuct on to cont-nue, the pr·ce of 

domest:c e:,r.l0 has been ra·,sed several t mes: reach_'ng u~e f c~ure 'Jf 2P cruze res 

"er :;ramme that : s, abotJt 35 ;;er cent mc,re tha.ri-'the or:1ce at wr' ch the IJ,-m:c of 

Braz-1 '-:Juys gclo at the current rate of exchange of the cruze:~.ro. Fven th~s 

•_r-ce; bcwever. has l)een JnBUff:'C ent to offset the constant ·ncrease en the Ccst 

of 'roductcon 

In J'lecember 1)48 contrr'l of gold 9r: ces was abol: shed completely c.:. n:::•:~ 

then the m' nes have been at1.thorJ zed to sell 80 ;)er cent cf t'he:: r out ut at free 

mar1cet )r- ces but are :requJ:red tc .sell .the rema• n~ ng _20 per cent tc the Banl<: of 

Braz-·1 at the C'ff c"al ·:.1r ce of 20 8176 cruze-'rr;s. U: to 31 October 1950, the 

Bank of Braz~l had :in tr1 s way -purchaser. 1 142 t~ logrammes of gold. 

of goY by pr- vate oersons - s st:i 11 1;rc h: b:• ted. 

The export 

Gcl(l reserves and forej gn e:!.£llanL,e. The ::m,,rovement n fcre:.gn tra<1e durins the 

war enabler the Government to mdke substant_, al add" t- ons tc -: ts ::_~c ld reserve 

wh ch unt 1 then hao been accumulated almcst exclus:ively out c.f tbe nomeEJt·' c 

output. The gold reserve ex:jancled frcm 35 tons ·· n 1939 to 315 tons ~ n 1)46 

258 tens of th s ~ncrease of 280 tons hav· n'~ l)een boue;ht al:lroar1 The "ncrement 

would have been even ~reater, however , f the l-rcv' sj onal G' vernment of Noverr.ber 

1945 h30 not decided t' offer 30lri tc a value (_f 300 m·ll on cruze r' s fer ·ubl c 

sale et a pr" ce uf 25.25 cruzeJ ros · er gramme. thus redu2 :- n~, the Goverr.ment 

reserve by almost 12 t(ns. 

But for th· s tr.msact on the reserves accumulateri duri nc, the wc1r 

have been ma.:nta·ner. ·nt0ct, the only reCluct:.on be·ng i1ue to the transfer to 

the International Monetary Fund of 25 per cent r:f Braz~l's quota. an c•erator. 

whtch, n September 1948 :nvolvec'l a decrease n the golc1 reserve d some 331 312 

kiloc;rammes, at a value cf 37.5 m·lljon dollars (694 millen cruze::rcs). 

Sj_nce then the Government g(ld reserve bas not chan;:;,ed. A tctel of 

281,,570 k·lograrmnes -,s re:)OS ted :n the Banl~ c.f Braz:il. f:~ur ng ·!r~ the balance 

sheet at a value of 6,403 m~ll-·(n cruze7ros. The fore'r;n exch:Jr.ge reserve has 

also var· ed lHtle betweer. 1945 .mn 1949. T }-•e fellow- n'~ table shews the 

Var ati ODS 'in total golr'J 8U0 f 1Jre · '0ll exchange rPSel:'VeS 8°llC8 1<)40: 
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Brazil:· Gold and Foreie;n Excha!!Be:Reserves in 
the National Treasury 

Year (end (millions of cruzeiros) 
of December. Gold Foreign Exchange Total -
1940 924 : 95 1,019 
1941 1,320 664 1,984 
19.42 2, 244. 2,405 4,649 
1943 5,103 4,065 9,168 

.. 1944 5,628 5,016 10,644 
.1945 7,115. 5,252 12,367 

' )..9k6 7,096 6,847 13,943 

1941. . 7,096 6,624 13,720 
1948 .6,403 6,470 12,873 
1949 .. 6,403 6;,309 12,712 

S.ource: Dank of Brazil 
-)~-· .. 

The foreign holdings of all Brazilian ba~ke but the Bank of Brazil have . . ·• 
decli.ned in the w.st few year~.. Rising from .100, million cruz.ei:J:7oe early in 

1944 to 600 million cruzeiros by the end of 1945, the deposit balance fell to 

50 million in 1949. ~hie. decrease is due ~o the measures adopted by the 
. . . . .. 

Brazilian monetar-y.authoritiee wl,th a view. to concentrating foreign exchange 

resources in the Bank·o:t: Brazil. 

1950 proved to be an eventful year for ~oreign exc~ange acc~unte. 

The advance amortization of a large .part of the.foreign sterling debt and the 
- ' ! • 

settlement of the trade dollar debt caused ~ sharp contraction during the first 

five months of the year, the .National TreafiJury reserves falling from 6,309 

million cruzeiros in.December.1949 to 2,472.million cru;eiroe by the end of 

May 1950. .Thanks to t~e favourable trend. in the balance of trade, however, 

half thie·loas was recovered in the foll.owi:ng five months. By the end of . . . 

October, the Government's foreign exchange reserve ,had risen to 4,231 millie~ 
t ,": . 

cruzeiros, while bank foreign exchange holdings reached 2d0 millions. The 

foreign trade position suggests that this recovery of foreign exchange reserves 

is likely to continue. 

/The problem 
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The problem of the rate of exchange. Given a free market, this rapid increase 

in gold reserves and foreign exchange during the war would probably have led to 

a rise in the value of the cruzeiro. However, Brazil's contractual obligations . . . 
to its allies, together with exchange controls, checked any such trend. ·The 

exchange rate of the cruzeiro remained at virtually the same level as the free 

market rate of 1940 (19.80 cru;eiros per dollar and 79.90 cruzeiros per pound 

sterling). As a result of a alight adjustment, effected gradually and in very 

small fractio~a, the dollar rate was reduced in 1945 to 19.50 cruzeiros. 

Thanks to the excellent balance of payments position, no change in the 

rate of exchange was necessary. Immediately after the end of the war, however, 

much lively debate took place with regard to the problem of the rate of exchange. 

Fac~d with conflicting opinions, the Government fixed the cruzeiro 

exchange rate,. in accordance with the Articles of Agreement of the International 

Monetary Fund, at 18.50. ~ruzeiros .per dollar, the rate still in force (buy'ing 

price 18.38; selling price 18.72 cruzeiros·, to which, for 'many commercial end 

financial transactions, a tax of 5 per cent is added), Officially tbis rate 
came into force on 14 JUl.;· {948 ~ . . ·. ' 

. . . 
. .. 

J· ~he following year the devaluation'of the pound sterling gave rise 

to renewed debate on the problem of the rate of exchange. Some thought was' 

given to the introduction of a multiple rate of ·exc~nge, with the objeet of 

facilitating the export of Brazilian products to those countries which had 

devaluated their currency; an argument strengthened by the unfavourable pos1 tion 

of Brazil's balance of ~rade at the .time . 

. The Government decided, however, to maintain the rate of exchange of 
the cruzeiro, on.the grou'nd t?at the bulk of Brazilis exports went to countries

which had not devaluated their currencies, and that devaluation of the cruzeiro
. '· 

would be likely to endanger the favourable state of the coffee market ~-

coffee contributing more than half of the value of Brazil's total exports, At 

the eame time a system. of combined operations was introduced which had the 
; 

effect of reducing the pressure of the rate of exchange on certain marginal 

exports. 
/b) Exchange control. 
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Convertible' and ·inconvertible currencies. In the past few years trade policy 

has· been increasingly dominated by the ·problem of the money' supply. The 

difference between convertible and inconvertible foreign exchange has fre­

quently exerted a decisive· influence on imports, particularly on the placing· 

of orders in certain countries,and has ·likewise affected exports. 

So far as Brazil's foreign trade is concerned, this f!3ituation has 

been unntlstaka.bly hermful.•· · 'If the foreign exchange· reserves which. had been

accl.im.Ulated by the' etid of· the We.r bad been freely available for use, an un~ 

favourable· balince· of trade could have been borne without difficulty for a 

fa1I•ly long period: However, 75 per .·cent Of this res~Srv.e Y ( 90 per cent · 

by· December 1947) consisted of inconve:rtible currency and more than half of 

· it··was hera· in blocked' accounts and was therefore. not available for c:u,rrent 

tre.de ·transaction~. 

'!'he bulk oftho'assets in this 'latter category: consisted of sterling 

earned by credit exports by Brazil to Great :Britain during· the war and in 

19.46. · In.1941, ·:Brazil's blacked assets .. in Great;, Britain am?unted to 65.million 
pounds sterling. Y ·· · · · . . . . . . . . 

Commerc:l.al loans ti:l France, Belgium:, Sweden,. DEI~rk, Czechoslovak~a, 

A~gentina .. and other countries had eua.bled Brazil to accumulate reserves of 
'. 

unblocked foreign currencies, but generally speaking these can be used only 

for the purchase of goods in the debtor countries (compensated currencies). 

However, Brazil has been able to use a substantial part of these 

funds· for acquiring capital goode. Thus .• the supplies essential for the 

public works projected in the SALTE Plan -· petroleum refineries anu tankers:· 

locomotives, etc. -- were purchased principally in countries where ~ompenaated 

currency accounts were available. By virtue of an,. agreement signed with· the 

United· Kingdom, a large part of the blocked sterling account has been used for 

the advance amortization of Brazil's foreign debt anQ. the purchase of four 

railWays awned by British companies. The release of another part of.the 
' ' 

blocked 

tankers 

p.ound sterling ·account enabled Ilr~z:1,l to. ;glace an order for several 

in Bri ti'Sh shipyards. 

!/Bank of Brazil Memoria - 1948 -- page 40. 

gj Report of the Ministry of Finance to the Finance Commission of the 
Brazilian Chamber of Deputies, May 1950. /Outstanding 
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Outstanding indebtedness. In 1947 the dollar shortage in Brazil, as in most 

other countries, began to become critical. _The urgent need for industrial 'BP9ds ... 
(which had been difficult to obtain during the war) and the freezing of sterling.· 

balances led immediately after the war to heavy Brazilian buying in the 

United States. Brazil ts trade with the United States in 1947 closed with a 

debit balance of 5,761 miilion cruzeiros. 

The balance of trade defiCit not only reduced dollar resources, but 

also led to delays in the payment of imports. A loan of 80 million dollars 

granted by the Federal Reserve Bank of New York (and ·repaid in full in 1948/49), 

:provided a temporary. solution to these difficulties, and strict control meas\ll"ee, 
. ' -

to which fUrther reference will be made, made it possible to reduce the purchase 

of less e~sential goods. Despite these measures the disequilibrium continued, 

and towards the middle of 1949, outstanding accounts totalled 175 million dollars. 

The solution of this problem was greatly facilitated by the rise 1n the price of 

coffEie, ~ports of which since the second half of 1949, have brought Brazil 

substantial dollar surpluses. 

·Table 10. Brazil: Balance· of Trade between Brazil and the United States 

(millions of cruzeiros) 

Period Brazilian exports Brazilian imports Balance 
(F.O.B.} (C.I.F.} 

1946 7,693 7,583 • 110, 

1947 8,214 13,975 - 5761 

1948 9,387 10,876 - 1489 

1949 10,117 8,770 + 1347 

let q'll.lrter 1949 . 1,984 3,077 - 1093 '·.

2nd qUf:!.rt~r .. 1,970 2,060 90 

3rd qt!BXter It 2., 592 2,170 .-\- 422 

4th quarter " 3, 571 1,463 ·f 2108 

let qu~rter 1959 . 2,404 1,186 + 1218-

2nd qUArter " 2,523 1,373 t '1150' 

Source: Economic and Financial Statistics Service of the Brazilian Minie,try 
of Finance. 

/Thanks 
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Thanks to. the imp~ovement in i'ts trE.tde balance with the United States, 

which for the period 1 July 1949 to 30 JUl~ 1950 closed with a credit of 

4,898 million cruzei~os, Brazil has been able not only to settle its outstanding . 

accounts but also to accumulate substantial dollar reserves. 

Foreisr exchange budSet. One of the moat effective measures applied for the 

purpose of restoring balance of trade, particularly with the convertible currency 

areas,•was the introduction' in July 1948 of a f6reign exchange·budget. 

The term'"budget .. is perhaps not the moat appropriate 'one, since in 

actual fact a complete budget showing ·receipts and payment· in foreign exchange 

is not compiled. What is done is s:Ltiiply to ·draw up an advance plan of expendi;.. 

ture in convertible currencies. Payments in dollars, ea'cU:dos and Swiss france, 

which·account fer between 60 and 70 pe~·cent of Brazil's total imports, are 

budgeted semi-ann.ually on the basis of estimated earnings in convertible currency. 

The figures are then readjt~sted e.e necessary fn accordance with the development 

of exports. A certain quota: is est aside for Government expenditure and 

the rest apportioned·between essential imports and services. 

In 1948 and 1949, ·the limitations of this budget proved tar too 

restrictive. Non-governmental· imports ran at 30 million· dollars monthly, 

that is, less than half the correspOnding '·expenditure· 'in 1947. The favourable 

trend of the baiance of trad.'e in 1950 made it possible to expand imports in 

convertible currency. 

Import lieencing system. Exchange control bas existed in Brazil since before 

the war, but making due allowance for the restrictions of a Wa.r economy_; 'it has 

'been exercised with 11 ttle rigour ·or consistency~ · For the first two years after 

the war imports were virtually unresH'icted. 

The deterioration of the balance of trade and the dollar shortage 

brought about a need for reform. The first attempt made was to reduce imports 

of lees essential goods by restricting the corresponding foreign exchange; but 

this method met with little success. Since February 1948, however, all foreign 

trade has in theory been subject to a system of import licences •. In the case 

of exports, restrictions are limited to exceptional cases, determined by domestic 

market requirements. In 1949, for instance, the exportation of rice, one of 

Brazil's normal exports, was temporarily prohibited. All imports, with the 

exception of certain basic and essential products, are subject to licence, 

/Goods 
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Goods are diyided into three grdups: highly essential, rel~~ively essential and 

marginal. The granting of import licence~ for goods in this latter category 

frequently depends on exports of certain products) i.e. on compeneation,trade, 

which in the rec.ent past has assumed considerable importance. 

(c) Foreign capital. 

Legal ;erovisions. From the standpoint of exchange, foreign capital invested 

in Brazil i~ in pract'ice aubje·ct to the same provisions as imports of highly 

essential production goods. The transfer Or dividends and interest, up to a 

maximum of 8 per cent per annum, is given priority over all other pa;imente in 

foreign exchange, and is exempt from the 5 per cent tax levied on most imports. 

The Constitution of 1946 did away with mo·at of the former restrictions 

on foreign capital, and the special legislation ·enacted in that year is, 

according to the Report of the Joint Braz11/Uni ted States Technical Commission 

(Abbink Mission), "relatively liberal" and "liberally administered" )J 
Capital which enters Brazil legally, and is registered therein, may 

' ' 

be freely returned to 1 ts country of origin in annual quotas of 20 per cent . 

Other foreign capital is subJect to the gener~ exchange control regulations. 

It would appear that the purpose of this differential treatment is the prevention 

of pseudo-investments of uhot money", the sudden and substantial· outfloWs of 

which have sometimes seriously endangered the stability of Braiilian currency. 

Recent investments. Despite the favourable economic COtJditions, there has been 

no great influx of foreign private capital since the war: 

Nevertheless, private investments have increased substantiallY: thanks 

to the reinvestment of profits of companies already established in Brazil. 
. . 

Moreover, investments by United States and international public credit insti-

tutions have partly compensated for the absence of new investment of private 

capital. 

y Report of' the Joint Brazil-United States 'rechnical Comm1sei.on, Department 

of State, Washington, 19~9, p.l76. 

/The most 
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The. moat important Of the · ri.UlllerOUS in'veatments in this· 'oa tegoi'y 1 ~ :w_a'fJ-

the 15 ;tl1~ori dollar l~··,gre.nt~d k'\9~9 ·b; the ~~ematidnal.Bank ·,for ; 

Reconst~eti<;>ri .~d.. Devel~pemtit to the B~z111B.ri ·Tract·ion;~ Lt~t ~ Pawar ·company,· 
the .:mo£3~ fni~tant :elee~r!e . po~~ '•su~pltexi ··iii: Brazh }J By 30 . sep.tembar ' 1950 I 

4o~ridilf6n dolia~ of tli·!a -1~-.h~d. been used.'to. b~ mterta:ls:· f'o~ Brazilhm ·.: 
' ~·. . -~ . ., '. . ·. ·t : : . ·. ' ' -. ; : ·. . . . ..-' .. •, ' . .' -~ ' ' . . .: . .. . 

Traction 'plants; ,located in the vicinity 'of Rio de Janeiro and. :rri th~- State 'of 
. . . . ·' ; : 

Sao Paulo'. ~ A. email part. of this e:tpendtture was in Swiss. f'rB.ncs·, C~:lan . 
. ~!. • •• ,,,:.,~· ·i •: ., ' :. ', .·.'· . .. ··:. ' '- · ... '•, .~ ,· ~- ( • , 1 , ' ·' ' 1...: 

dollars am pound~· aterlirig •. In 1950 the. IntematiOna.l 'Bank~ for R~construct16n
' ~ • . . . • ___ r- . :· ' ; ; ··- -. ·. • . . : . . . . . . .. • • · .• ~ / ~ . . , • • .. • 

and. Dev~loptn.ent ~ted a fu,rther loan of 12 .8.m1i11on d.olla:t"S to the · . · 
Cgmpaph~ ii~elec~tr1ca d' Sao Franc!~~~· -h~o- :H'ra.ncia~o River Valley ~- •· · 

ale~tric comPani>, a 'new. ~lectric power ~t dwn~ 'bt._ther.~~ral ~t.
The Export-Import Bank in Washington has· also in'Vested · lArge au1ns 1n 

Bra iii~ ·. Bef~~~ce ilay t'trs~ be ~ to ~ ioan of 2~ milli~ dOl~rs ~ted to
tll.~' ci·d~i.a ~~1:~rtry.r5Q;~.a ·Na-~iona.l · (Nat::tonal Iron 'ana: st~ef w:orlts) 1 the owners 
ot tli~ foita .:Re(:.-c·nd.a ,i:i'a~t',·.'·v:::.ft~h bad l>revioualy r&cei:Ved. ·tv() other :loans 
amount~ to" a tdtal ·or 45 .m:l:u.toa.d.oiiare· fliom:.'the &nk ~· Recerttiy the ·Ex:Port-

:1 ·\~-'~~·~.,- .' . · .. ·.- · -:. .('·... .r ·_ · 
Import Bank announced a 'lOOll to the Brazilian group of· the Electric Bond. and· · 

. ·~ .. ( -. : .- ~ r. . '.__ ~ -- ·: ... , ... . : .. - · .... ·_ ~ ·. . ~. ~- ~-

Share . Company' whiCh . -owns 14 ~actrie powe~ ;CbJnpanies) another to the Cgmpaphia 
... ; • : '. :. . ·, :. • • • • "'!_ ';. ·~ •• • : ~ • . • • • t . ,. 

Nacfonal d:e Alcalie j a· gmteriunent 'undet-taidrig1 another to a· J3ah1Et 'c~t ~.company· 
and another to a Sao Paulo railway compm;y. 

·~ • • ... .. • -· . .j 

.··. A:f'ter 'an ab&ence :of' ~ years j Eure~ :investment. ~~ ~icularly of 
o ' > ' • • ' _'I' '·,' < • ' • ~; 't t, .:' ' . ' ' ' . ' ; o ~ '. _. _. • . • 

French1 Belg;lan ca...."'ld Swiss . cap1:tal ..... has reappeared on. the Brazilian mrke1L 
,._' : ; •' .I~ . ~-· . • . ' • _.. • • ·.,_ '·: ; :._· ·' ·~· :· ;; : • ·J.. ·. ~· • .. . ; 

' .. . Though th$ exact amounta''of these ·inVestments are' not ·knownl it seems 

probable t&t t~ign ~p:ttaJ: ·1n~es'limetlts 1n ~B~z1J.iah ~~~~ -d~ the !last 
two yea~s· .h~~~- r~ohed 1 arld ~rrul,pe. 6Ten: eXc.eeded. 'a . 'tif?t.Eil O:f ~00 1n11i1on ~ doila~ ~ 

. · , ~~-· ; -C • -, 

.. • 
/i£ota.l 
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Total foreign capi ~.~ P.. t).umber,,o._t, -.~f~o~~ .llave _been lrl84e to <:alc~+ate the 
" ·' ' · .' ~ • , \I,. • ,• '· •, • • , 1 o• , , 

total amount of foretgn cap1:tal tnvee~d 1;n :BrazU~ .. Tl1~ e~t~tee a.rrived. at 
' . . . . . . . \ '. ~~- . ~. . . ' . 

~t4rally vary a.cc9rqing to .. the. c_ri~ri~:.~ th~ ~chn19~ me:\ihods emi>.19~d .• 
. ' . " . . ' ' . '· . . 

. .-Accol'ding to. the Bn.z1+ia.n Ca,nsua of J,$49; ~ore1gn c~pital Jnves~nt . ~.. . . ~- -~ . ' ; . . . . ; . . . ,, . --.. 

in the v:ar.ioue. bra..J:lCh~S; of the, ~tiqnt:!J. economy azno\lnteo to 6. 7 thousand mil). ion 

cruzeiros .(358, million. dollar~)·,_ ~istribu:te.d -~-~ .foll~w~:- .· 3,009 m1ll1o~ .cruz~Jroe ..
1n indust~y, 1~6 thous~.mUlton in c~rc~ ~d 2 .. •1 ibous~~·_millton in 

. . : . ; • r '\ ' • • •· 

agriculture~ Tbie E?,et.~te did. not. ~clt.tde trane:po.rt ~d ~OllJliT!lln1cation,£J 
• . 'I' ! • . ' ' . ·:• '• • ''''• • ., • f•

undertakings, $hough foretsn .ya.pital was at that ti~ .PJ'01ll~nen,t irt tlle;s~ sectors. 
• • • • jo • • ~ ' • )·· • -. ., ' • ~. • • 

Howevez:,~;·1P.: view of the fact ~hat -~e _preea,nt .Y~Ue of most. qf the. ei}terprise~ 

coveted_ .by·· the .~ensue. is J!lUch. higher-~ tn ~949;.~ the:.ge~ral·to~ _must a~fit .. ,.. ~ ,. . ' 

fairly. well with: forme~ est1:me,tes. .. 

. ,,;_' ,. '· .'fhe Unitep States Gova,l"lllllent 9ena~.s of 19.43 sh~d that Unt,te~. S~tes 
.. ' .. • ' . ' ' .. ~ ... ' 

invee~nts 1n B;ra,z..~\tllen ~nted ,to 3~5;. m~lio:'-: ~~allare, of which 236 millions.· 

consisted of di~9,1+. investments. . Of tJ;l~se; 68 mtllion dollars were in industn ~. 
59 m:l;ll1,one. in tra9-e ('including }il6t:r;:oleum .d1a:tr1bu.t.1on} 88 millions in public 

' . . . -~ .. . ~ . . . 

ut1liti;c:ts and: tr~~rt, Em,d only. 10 millions tn.a.gr1cultu:r::t. 

·.:.-:,It haa<b~E:Jn ;caJ.cu·lated that :a.r1tieh 1n,vea.~nt,· whtph .is ~allin..s.: &WB.Y. 
. - . ' . . . . ' . . 
' -~··-" 

mar).redly· in Brazil,. 8lDOunted ·. tQ;::75 .. m~.1on 1)ounlie .~w.rling in 1939 but probal:lly 
.-. '· -~ '

not more than. 60 millions in 1947. 

J\'·re.c~~;- i:twestiga.tionY ehow of 1948, f'o:rEtJen capital. 

controll,ed··~66 f!~, wt~ capital and <re.ee~a 8DJI:)unting to 14 .~ ~~iand· ,
milli:on. cruzetros ( 7.81.~; l!I.Ulion dollars) • :. However, these. ,fie_uree do/Indicate the 

actuaJ. . amo~nt ot. fore 1gn eapital ,, s.i:nce yery_ often. a cqmpw, 1~ . controlled ~Y- , , , 
• ' • • < • • • • ' • •"' e 

halders··,of ~a SJ!iB.ll majo~i tf,,, or eyen a min9r~ty of. the. lil'~~ck.~ Furthe~r~:h . the~ 
' . ' ' ·,, ' ... '. . . ', ' .. 

are undoubtedly many undertakings in Brazil financed by foreign capital but 

administered by'Bra.zilian citizens. 

Despite differences of detail, the various estimates agree by l!lnd large 

that the total foreisn investment in the Brazilian economy varied between 750 and 

1000 million dollar~/ not allow.ing for the recent nationalization ot the ;British ,:: 
'

Conjuntura Economics., March, April, May and June 1950. 

To obtain so~ idea of the relative importance ot this total, it is 
sufficient to note that the capital and reserves alone of Bra~Uian 
limited c~paniea amounted in 1949 to 53 thousand million cruzeiros 
(2.9 thousand million dollars)-

/re.Uways 
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railways and· of the ~rma.n, Italian and Japanese enterprises sequestrated during 
the war, some of which have been definitely transferred to the ownership of 

domestic capital. 

• ( <'1) Balance of Payments 

Movement o:f' Goods arid Services. The technical study of tlle· international 

balance of payments is a new branch of research in Brai1.1· •. !./: Of course, the 

actual balancing of foreign exchange incomings and outgoings has always been a 

matter of concern to· tiie Government, e.tld its ·importa.iice for the national economy 

haa been regarded as fundamehtal. But the problem has been over-stmplif'ied by 

reducing the balance to tWo items,· !lBlllelY, the cr&dit or ·debit bBlance of 

trade and· the service of ·the foreign public debt; privete capi~l movements and 
. ~ ' ., ' . . . 

the service of direct foreign investments being left out of account. But 

these are precisely the two factors ~ich have frequently upset the balance' 

despite the 8lmos~ invariablY~ favourable trade position. : 

In the absence of e.tJ.y other current :foreign. exchange earnings, the 

trade be.iance is still the ~most ~ortant item in 'ti~zil 's balance of :PaYments. 

The amount of the. credit trade balance is SOmeWhat' uncertain, owing to . the 

present '11la.mler·of.publ:ice.ticm:of trade statistics in Braz1i, whe~ as in most 

other countries, tha·e;q,ort values a~ eho'Wn F.o:B .. ~d 1inport values c· .. I~F. 
However, :the· bale.ncee of'· payment · cottlpiled by the International· Monetary Fund 

show ':import values ·F.O~B;,; thus clearing up this :point. Both systems of 

cal cula tton are employed ln the folloWing ; te.'ble C 

Table 11~ · Brazu:· ·Bil.ance of Fo~1§ri Trade 
; (ntp:1io~s of cruzeiros) · · .. 

Years Foreign trade statistics "Goods" item of balance of payments 

Emrts Imports Balance Credit Debit Balance 

21-,l79 22,789 - 1,610 21,400 l~;~i7. 2,083 1947 
1948 2~,697 20,985 ~ 712 21,884 ~6, 733 5,151 

1949 20,153 20,648 495 . - y . - if - !I , 
§} _N9t.ye_i publfs~ea' 
Source: For foreign trade: Economic and F+n8.ncial Statistics Service of the 

Ministti of· Finance; f'or balance ·or· payments: ·rnterna.t1ol181 Monetary 
Fund, .l)ale.nce .of P~enta Ye~rbook 19148 and .:S:rel1m1ne.J"Y.l949,-
pe.ges '78 at seq. · · ' --

See Digesto Economico (sao Paulo), May 1950, tor pre-war balances of 
payments .-;-.t. wlilch, however, are technically Yery imperfect. 

/The balance 
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The balance of :payments data have been adJusted to allow for the 

~urchase of shi~s, differences in exch~~ rates, trade discounts .etc.; but the 

discrepancy between the foreign trade and balance of payments figures is 

fundamentallY attributable to coats of transportation of 1m~rted goods. It 
. '' . ~ .. .. 

is calculated that in 19~7 tllis item. etood at 3,ij65.mill1on and in 1946 at 

4 ,109. mi.llion cruzeiros, or 18 and 25 ~r cent. res:pect1~e,iy: ~f the :r.o.:a. value 
• ,c "'!'; ~ 

of. im:porte. 
',. .. 

. The cost of maritime _transport -- in p~ct1ce the sole means of 
• . I 

transport used in B:taz 11 's fore 1gn trade • - is a facto~ of fundamental impo~r:o~c.~ 

in Brazil 'e balance. of ~yne:r~ts •.. Bra~il has not lost eight of' this fact, and 

has made efforts in. the course of the last few years to expand and modernize its 

own merchant neat, in particular by the, f'ormatioP.. o~ a larse nee:t of oil 

tankers. It may therefore be ho~d :~at within a. f.ew. years the very heavy 
~ . ·. . ~ 

~reseure of this item ,on .. Brazil's. 'tlalanc.e of' ~yments may be alleviated, Costs .· ' . 

of other non-financial services )la.~e .been ~duc~_d by exchange controls.. Thus, 

ex~ndit~re on foreign travel w~ reduced trom .680 million cruzeiros in 1947 to_ 
oru.y 198 millions in 1948. It should be noted, ho~ver, that this figure reneete 

only the f.o~ign exchange granted for this ~urpose by the Bank of Brazil. In 

fact a: large ~art of actual tourist expe_nd1 ture J?.as ·been financed by other means • 
' . ' . . . '· .. 

Fi~cial, servicea continue to occupy a pr~domi.nant :place ill the· 

balance of :payments, and like otber tJ&rvices ~how a substantial d.eficit. In . ' . . ' ·, 

1948, service of investments .Qlosed. w.ith a debit balance of l,Q06 million 

cruzeiros 1 whilst the interest ~Ynerite' on. the foreign de'bt amounted to only 
' ' . . ' ' . ' 

3ll .. m.Ulion cruzeiros·. Clearly the actual bl:Jrden of the service -ot ~rivate 
' ' 

inves't;Jn&~ts is reduced by the reinvestment of a considerable :portion of the 

:profits accruing f~ these in~stm'JntS.· In 1948, .-for instance, 740 million 
' . 

cruzeiros of a. toteJ. of 1,443 million cruzeiros in profits were thus reinvested. . . 

However, 700 l!lillion cruzeiros _w.e~ actually ·~fe~.d al;>roe.d, to which must 

be added the 661 ·million cwzeiros required for the emorttz~t1on of the p~'blic. · 
< 

debt and other OOl'ltractua.l. payme.nte. Th<?u.sh these latter do in fact constitute 
. r . • • 

oa~1 ta.1. movements, tlley co~titute. _a. 'bll.rd~IJ e~Uar, trom the standpoint of 

foreign exohapge, to that involved in the payment of interests and dividends. 

fcapite.l 
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Capital Movements .. - Capital· mowments cloeed .. Jt1th a (\~b-it balance -- i.e. a. 
'' " . -·~. ,:.,· .. , --~. "· '. ·:,. ~-,. ·;~' .•r;:.~· ' ~ . 

net inward 'tno~nt ·4. cit·: 3,883 m1J.I.1.0Jl.b'ruzeiros. in 1947, and 342 million . 
~ , ' t. • .f> ·''-' C•- < L~ L ' ' ·'' ' 

0
, • • • ·~ • • ' • '', 

cruzeiros 1:t{ 1!948.' · This "va.rf4t1on, .is. consid~rably greate~ than that of' the 

ba:tanee· ·or·· trade·,. which clos~d with a:··defic1t of l.,pib millt~~· ~~zeir<?s .in 

194Y· ana a :c~d1t of 712 m1fl1one ;in -1948. 

This d'1ffe'tence springs. not only tram fiMnC1al ·SSrV1ces, which in . 

1948 were higher than in 194 7, bui; &leo from ~eve~ extraordinary tre.nsact1o~e, 
such e.e the rede1!1pt1on of part of the 80 m1li1on dollar 1~ granted to Brazil . 

1n the precedirig year. · There is, nevertheless; a considerable diff~rence which . 

still remains to be accounted for, and is eo-.e:red 1n the bal~ce of paymen~ by 

"Er.rors and Omissions".' In 1947 tll1e 1teJ11. showed a debit b8lance .of 586. !U~lion 

cruzeiros; 'which meane that apparently the net inward movel!l'nt of capital 
• .:· ! " 

exceeded the current tranaactione deficit, whereas in 1948 the net inw&rd .. 

movement of -capital taUed to cover this def1<:it, leav1ne a ,gap ot 739 .million 

cruzeiros.; 
. 

Public and Private 'l'~actiona. Qoverxaaent operations inv:olve 1arg9 amounts 
.. ' '• 

in the bal.anc~ at payments' bu't in tact these operations are .. merely intermediary . 
transacttons on behalf of private 'btatt1%¥'H• . . ,. ' 

According to Bank ot :Brazil exoh&nae st4t1et1cs,!/ Governt11ent , 

departments imparted goods tq the value ot 2~.070 million cruzeiro~ in 1948 and . 

2,084 millions in 1949· These eubstanti~ aums ... about 10 l16r cent .of the 

C.:C.F. value of total imports ... cover not oilJ.y materials purchased 'by the 

Government tO meet 1te own requirements, but also certatn 'priJnary products .... 

like 'Wheat •• bousht for. resale. 

.. Accord.fng to the same source, the Government disbursed foreign exchange 

to 'th&1 ~if&lue·'ot 1,856 million cruzeiros 1n 1948 am 3, 786 m1ll1o~e 1n 1949 for 
• ' ' ' . ' ' --~ . . f 

unepe'ctf1ed services. · The more detailed anal.ys!s ot the ,balance of payments 

~' by .':th6 Internat10MJ. MOnetary lund shows that Govel'111!!9nt expenditure 1n 

1948 on apeciif10 service's, exciu'ding th~ se~ice of :ihe 'publlc debt and. ' 

relatfns 'to "lend-leaee"' payment operations, azriounted to 'only 305 m1111on 
,, . - • ~ . ~ . . • . . . • ·.~ ~ • ·, .f . 1 • ' ' 

cruzeiroS', &e agatnst'·reV&nue Of 143 million c:niieiro$.· 
'  

/In the 



E /CJ:I .12/217 /.t~dd.~ 
Page 162 

,-. ,. '. _, ... '-: -· .:·; ;' ': .: '~ • ' . • ' ' ~ . • '. ··t ~ '~ • : • ' • : ' ' I ,. '~ . 

, In,t~ BMk,otf:BiUU e~~ s~tistics tM eove~nt's 
subs~~tt~l: expand·1.ture~-:~~·- "aervf~'s.(t ~:>~~1-tied, ·in: the. ~~e. of 

p~'nta, p~1n~1~iY. ;e··:c&'pitei t~~ii~~i..;· -~~' include; ;in partipu~ar,. 
: .· ·' . . . ·. . . . . . . ' ,.,~ '- . ', ~ .. ,:· _,. : .. ... ' . . 

the purchase of the~ re.il'roads.-•and ··the reCiarllpt'ion 'of'}lubl1c debt which, as has 
· uae o! · · · ·· . · · 

been pointed out,. we~ ~ff;tc.ted .b.:r/tb.e GOvernment*'~. ereri1~ assets~ These, 

therefore' are essentially' compe~ta'd tran~c·t16ne •.. ·' . . . ; ' . 
. . ~ '' . . . . ' f . • . 

Private capital transactions· braught a pet inward movement of):?,-3~1 

m1ll1~n cruzeiros in 1?4·7 ·and of· 2 ~197 m11J.1~n ~ru~etros 1n 1948. In both. 

years short-term trartsa~t~o~~ p~domtilated, thou~-ln . .:J-948 inves,.nts and . 

reinvestments amo~ted to.mor& 't!iWi ;t,OOO m1i1io~ .cruzei~a. 
1 

. SUllllD8ry and Prospects. The· 1.9~7 8.nd 1948 cur~n~ transactions accou~ts 
closed with de:t'1c::1ta. 'nleea.le~r to7eert&in d1!f1oult1es, since .fore!~_, .. 
capital 1-~v~etment was 1nau:t'f1cterit. ~ f11~ the .gap: ' .. ':tn -order_. W J:neet ... , 

1
• 

• , I ,·• • ' • . · . ' '' .,~ . • . f •" ' ~ ) • 't·' ,' 1 • . '" 

c:>utatand ing o0l!lll¥'rc1al. debts 1 t ·was therefore· rieceeaari to raise ehort-.tertJJ. .. 
I -, • - •• • 

bank loans. 
' . ·' . . ' ... , ..'.\: 

. it .ll'l$Y be ponside~d,·howeve-r, ··tha.t .the~ ·d1ff1cul~ee ba~ peert .~· ,'' 

.e11m1na~a.· The 'tavou;;,_ble developme:~:t.of i~;,1gn. ~e~.'trQm. tl,le aecoiJ.d.half 
• :' J ~ '' ·, "\ • I • ' ; • ~ 

of 1949 has made it wssib.le to repq. .~~ oonne.re1al dollar, deb.t, .and the 
. ' ' :. . ., . '\ -··-- .. · ., ' .\ ._· . " .. 

temporary_ eh~rta~ of other ·C\l~nc~~s 1e p.O-t_. a eerious. prc:>b:tem •. · . On the. 

contrary; Brazil hold~ reserves of oon~rtlble. currencies!' t.. '·· ~ .. ·' 
. . ;_ . , .. ·' . ;. . ' . . . ' 

. . Though ~e be.l~n{:e ()f _payments;,. briefly. analys.~d ~1love ,· ito not . 
' . . . . _. 

reflec~ the present poa1tt<;m, th~ynever-t.'Aelees po1nt _W a ·number.of:·factore 

of importance bOth for the preee11t and for the ~d.iate futpre .•. · ..... 

At the present a~ of its eqonom;r., its .. tpchnical dev~lo~nt and 
' ;, • . . • • : ' ~ .. I ' ' • ; .- ' 

its- ,.standard, of l~v1~, Brazll requi~e an &ct_ive trade be.}.a.nce with an e.nnual· 

credit of some 1.5 to 2 thousand million .c~ze1roe, to enable 1;t-tG oover without 
~ ' .. 

difficulty the inevitable deficit in the beJ.~~ _of eerv·1cea. ;rf this· minimum . 
~ ' • 0 I I ' . • • • 

credit balance e~:t ~:.achieved,. fo~~gn ·investmen~ w1li be osaent1al • 
. :• ' ' \ ' ' I' •; f I ~ • ' ' ' 

It is ~le4r that larse 1n1re_s~nte e!{:ter1ns'B~zn in ~e :f?rm.~,;~~ 

goode reduce the oro<U t tl"ade balance. , Save in" the' ·case of, loans. which are-
o . ' . '. ' .. ' 

:purely financie.l J 1ntended. 'solely for. the payme~t of services, all 1n~stmenta 
of foreign capital are primarily renected in imports, and eYen 1f such . ' . ~ .... 
investments are o:t' a hiehly produ.ct1ve nat41!~ 1~-~g,ue,l\tlY ~~ :llll!mY ye~ 

before the7 have 8Jl1 effect on exports·.· '" ·· ·. 




