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aUWiRY 

1. The allocation of investments in Brusii" until 1959 wae oriented exclusively 
by the mark«t » M a result ta« development pattern was one of marked concentra- 
tion in the oentral-touthern regions    Becauee this region was already operating 
with important location economies it oould profit directly from all general 
inoentivee for industrialisation.   However, this »ituation brought about even 
greater regional disparity between thie region end the northeast. 

2. (hoe again the phenomenon wae concentrated in the central-southern region. 
It UM the state of Sao Paulo «tiefe was able te abosrb the general measures of 
direct and indirect inoentivee for industrialisation, profiting fro» its impor- 
tant location advantages,   The perception of thie economio development concen- 
tration brought about the formation of regional development organisations which 
elmed to supply "problem regie««» not only with an economic infrastructure end 
incentivata* for development, but alec with elaborate »eotorial plane for 
development• 

3. Of theme organizations the first created was SUDENE - Superintendenoy for 
the Development ->f the Northeast,   fhe incentives and industrialisation intro- 
duced by Wmm constitute the only vigorous regional polioy for allocating 
investments in Brasil,   This meohaniem is based on the Tributary Credit System 

which permits an income tax deduction of as much as 50 per oent if this amount 
is invested in a project approved by SUDDŒ for the region.   Deductions must be 
deposited in Brasil«s northeast Bank thue creating substantial resources whioh 
may be used to finance projects for as much as 75 par oent of the total capital 
neoessary.    This system separates investors from tax payers.   The contributor 
invests only in preferential shares with no right to vote} the group that 
invests its own resources assumes total control of the enterprise, 

4«     This fiscal oredit mechanism introduced in order to promote the industriali- 
sation of northeast Brasil has led to very favourable results, and will help 
te bring about a diminishing of disparity between this region and the central- 
southern ration.   The table below indioates this fact by showing the rate of 
growth of the industrial product of the northeast region. 



ID/WO. 9/Countiy 2 
Piff« 4 

Ifctt Of aTOWth Of th«  iTHJtmtf^l i^fffflf 

(itertaeaat region oonpaxed with total irasil) 

£i£ksä Saiil WrtlMiif! 
1MM9M M 5*3 
If§4-lf3t IÈ*È u$ 

im»l$H T*4 ?*4 

floupoti   «At northeaet'e festival« Co»ta, I,?« 
in Conjuncture and Development, HI 
»o.l, 1 Fab. 1968. 

Although this eyetea ia being employed to proaoy lnduetrialitetion in 
éÜt* raciona ef fetali» ita validity in the northeaet st»gion ia not indefinite. 
It should be gradually extinffuiihad • tart in« with quantitative tarfeta iavoeed 
ay atJSHB, the Pigiateli planning organisation» 

•'•-•fl-jiitlf;--, 



n)/WO,9/Co\»tiy 2 
Pac« 5 

iMÍIftl& 

tot«! 

? 
? 

15 
lé 
ai 

m 
n 
S3 

Introduction 

I«    W BRAZILIAN PROBLM 

SI»    ŒB JWOLUTIO» OP BRAZIL 

nu «i moHAwics OF THE mwaim mmmmm m BRAZIL 
At eoonongr of Slo Paulo 

IV*   à POLICY FOR RKJIOKAL ORIBfDATIOií OF INVKTIaWíD 

V.    WE TRIBUTARY CRSDIT SfSfSI MBCHAtt8tt 

Punetioninf of th« ay*t«a 
8truotur« of «te industrial ooapouad 

JÉÉH 

I*   Distribution of internal inooM to Brasil accordine 

i»   Industrial «aploy»ent i» Braiil 

J.   fflWlgti to lis« of industrial labour foro« (1550*1914) 

4.   ^«fw }a •*•« of toéastrtol labour force • southern u 
rofion U950-1964) 

5«   Industrial partioipation of SI© Paulo abov« th« national 
avtrag« 

6.   »plopm* of ft***«* 8*0 Paulo ooaparod with national 

10 

U • 

14 

If 

u   ÙÊ flttali ***•« to Brasil to 195Ô (lus) g 

**   <S5S-1964) * tatoWlrt~ to *• r^4e,ÌB <* *••»" It 

*•   SmlopMfi« of aeotors to Sao Paulo (1947-196$) is 
4»   gyiwn ©f industrial produot of flee Paulo with M 

•©•al Brasil w 



ID/A*0.9/Country 2 
Page 6 

Introduction 

1.     liiert is often great disparity of economic development among regioni of 
many countries throughout the world,    The verification of this faot in almost 
all oountriee has made planners and polioy makers set as one of their naia ob* 
jeotives of eoonomio polioy the elimination of such disparity«    This laok of 
balano© between regions is found in both oentralised economies as well as in 
compound systems baeed on the market} it is found in oountriee with extensive 
terri tortee as well as in those with small areas.   However, it seems that suoh 
discrepancies are greater in large ootsntriee than in those where the market has 
a marked influence on the geographio distribution of investments« 

2«     Samples of euch disorepanoies may be found in Italy where there is a 
vast differenee between the north and the south} in Greece where the Athenian 
region has a jgg °JU¿£ft income two and one half times greater than that of ether 
provinces} and in Poland where Byalistook is found to be the poorest provine« 
in the country«   Bven more noticeable differences are found in Spain and 
Iugoslavia where the relation of income between the rioh regions and the poor 
ones is four to one«*'    In Brazil the ratio between jer, capita inoome of province« 
reaohee seven to one«    It should be evident from these example« that the problem 
of regional balanoe is not restricted to any one eoonomio system in particular 
or to any epeoific sise of oountry« 

3*     This paper present« a brief diagnosis of the disparities observed in Brasil. 
an analysis of the existing difforemoea between the riohest end poorest regions, 
respectively the southern and northeastern parts of the oountry, as well as an 
aooount of the historical and economic evolution will be given in order to isolate 
the main determining factors of the phenomenon.   Finally, a comparison will be 
made of the two type« of regional development polioies to be found in Brasil« 
They aret   the development polioy based on the market mochanieo in which the 
Government participation is at a minimum} and the polioy in whioh the Government 
performs the main role oither by channeling resources or by orienting investments« 

J/ Si ivo Lem«, R.A., Baeis for a ««giornea Development Policy, mimeographed, 
university of Sao Paulo, 1966. 
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4*     As mentioned above, the regional discrepancies in Brasil are of such an 
extent that tht ¿g ô©^ i»»«»© of tB,   ^ of ^ Plul0| tft# mK% êtvtlepta 

region in th© southern part of the oountry, it seven tines greater than that ©f 
th© State ©f Piauf, the peorest etate In northeastern Bra«il (©M Pifure i). 

So bliM elisati© conditions for the great varianoo in the distribution of inooae 
ia the oountry is net Justifiable.   Th© uneven dietribution of natural rosouroes 
and the provailinf oliaetlo oondition» only ©aphaels© the difficulties which 
agriculture ha« had to faoe ia the northeaetem refion of Brasil.   The cxietinf 

problem» were overees» after a generation had used the development process.   Ik© 
refion now ha« ofrioultural participation ©a the produot market and this eeotor 
operat©« ia ssite ©f unfavourable climatic conditions , 

5*     la th© ©MO of Brasil, a oaroful historie analysis is needed in order to 
deteot the iaportant arpeóte ©f refional discrepancies.   A statistical oomparlooa 
alone ie set euffioient beoauae the favourable poeition of the southern refion 
at pr©»©ntt eepeoially the stat© of Sao Paulo, oaa ©nly bo understood when 
oonsid©red ia the ooatext ef the whole development process of the Brasilia* 

$*     «t the bofiaainf ©f the period of colonisation the territory ©f Ismail 
ropreeentod a heavy burden to the Portuguese.   Soon the discoverers found that 
the implantation ©f an intonse oolonisation ©ad exploration policy would be Juati- 
fiali© in order to eliminato th© pressure exerted by other nations «ho wanted 
t© oonquer th© reoently discovered refion.   The exeoution of euoh a program 
•««at turninf away free reeouroos of nor©, productive projects in the Orient and 
turning to an enterprl©e with little oooaomio promise.   Th© froat distane© from 
»»op© aad th© insoourity of transportât ion made any ooonoraio aotivity non- 

competitive.    The high eost of transportation and the inexistence of an internal 
•ark©t at that tiao would not permit Brasil, ospooially the southern refion, to 
baeoee aa eoonomio prolongation of Europe. 

7.     Sos» faetors, nevertheless, made possible the b©finning of afrioultural aad 
industrial activitios in northoaatorn Brasil.   A factor of freat importance was 
th© iaatoility of th© Venetians to absorb all of the sugar produoed at that time. 
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Ik« loss of the monopoly by Venios cane about with the entranoo of the Netherlands 

in the distribution of the product, wnioh wat not produced solely in tho Orient. 

fhe large-scale production adoptad by tho Portuguese, the suitability of Brasil»n 

northeastern soil, tho use of up-to-date f^Vun arid the adoquato financing 

bjr the Rather lands, nade poaaiblo the rapid expansion of sugar plantations in 

Brasil. Ike oontral and southern regions of the oountry oontributod only slightly 

to this aotivity. Their only link with the dynamio uoonomio o entro was by 

supplying part of the Indian labour foroe. 

8«  Ite« to the existence of slave labour, with ita reauneretlon dissociated fron 

the market, the growth of inoomo in the northeast provided no st indue for 

diversification of internal demand and oonsequently no diversification of the 

entiro industrial apparatus. In this system, profits wero either reinvested in 

the aotivity whioh fono rat ed the* or they were invested abroad, this type of 

economy seen reached its maximum and nade it iapoesible for all other rofione in 

the oountry to develop in oonnoxion with sufar production. 

9.  At the start of the «gold oyolo" in the national eoomemy, the eeonomie 

oentre moved to the oontral region of Minai Oerais. Sven though tho ooonomy 

offered me conditions for the establishaent of autonomous ©oonosiio growth, it 

brought about the formation of ano 11 sott lómente in the neighbouring regions 

engaged in supplying muloa and food« Sao Paulo became the path for omooning 

hards fresi the far south destined for Minas Serais. Thus, Sao Paulo at tho o los e 

of the eightoenth oentury bad sooondary participation in the national comomy. 

10« Only after the seoond half of the nineteenth oentury was it ablo to engage 

in its first "take off** in the development process due to the inoravo ed inter- 

national denand for oof fee. Sao Pailo answered to the stimulus derived frasi tao 

coffee denand throughout the-world with messi ve tnvestmeate in the field. 

Investments in the infrastructure of the eooñoay» mainly in the railroad sootor, 

«ere made in order to guarantee rapid transportation of ooffeo from tho planta- 

tions. 

11« This flow of oapital to the infrastructure generated great flows of inooee 

in the national eoonony and due to its multiplying effect, created conditions 

for autonomous development. As a result of this, there was an inerease in the 

real inoome available for use by the great masses of labourers employed in rural 

activities, and an inorasse in inoome for a small portion of labourera working in 

the existing urban contres, una enlargement of the internal market of Brasil was 

m 
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due to imimttim fro» Europe and the aboutie» of elavery.    me o*»*«,* 
inoreeee. in enoheai. ^t», „M „ ft pwtwnv, %a|lff ^ ^^ to ewmt# 

condition« fop the brngiminf 0f the iiiáiietriaHietion prooeee. 

12.   «• oonoeBtretioii of * ooneweer'e »ftrtE#t ^ th0 „^ ^^ «p^ift^iy 

ito Pealo, befa* with the tetalUtio« of a fo* eiootrio frmeratin« unit, ta 
the rafie»,    mo reUtively leaf railroad »yet« piaeed s4o F**!«» i« fc favori. 

9**iUm to attract the ineioient iaâuotnaliaatio« proce...   ft»aiitifio*tioi of 
theoe facte cm be eoo« by oiaoiiiiiif the initetriai o.n.u., m W only 11 per 

e**t ef itt*»trial wittetion «u ü Sfe Paulo, «toile te 1958 taie portieipetiOB 
MM over 40 per cent. 

13. With the befianin« of the W„t World *&* the fitot phee. of w*eloi*tiem 
of the iaé^triol dev.lop^t ef Bre.il be««,   mo procee. *** ooBOoUéato* 
with the ajteat of tho Second World Her «fco*, at th*t ti», a a^mtoiy fi« 
fron the fielde to the oitiee took pUoe. 

14. la fneral, the uuiu. trial prooeee 4» mmUl km km brought about indirect- 
ly by *bt ett«^. to o,,****** ^ «in*a%te .MMt^ by te nation*! 

•eeaoeir, fro. the hefimiaf of te century, to faifiî   v*ri«i. p«*^ need, of 
the population.   A eoteatetiei of effort he* bee« «aie to produce the aeeded 

«000. tatemlljr.    ******** heve be«, «de for tho «trance of forni** capital 
in erier to inoreoee th. reoeweo for inve.toent i* tho e.oonoUry eectore of 
the eooaoay.   At the MM tie* a «rie« of inveterate to bail* up te iafr*. 

«Roture te broufht «heat the iAtreéaotioa of estoma eee»Me» which hoi» 
the privato eeotér of th« eooaoay. 

Hortheaet «4,?**.$ 
South 106,064,2 
Other« •ft#lt.T 

Itetal 220,276,5 

lilt 
I    ff»ll- (^ ll,fl¡gl 

"•3 20J,?if.© 

Mft.0        l9Htf94N.T 

I 
10.6 

SM 

100.0 
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15. &» to the«« process«, of development, incese has not been distributed 

uniformly throughout the nation.    The differences shown in 1950 still persist, 

ia «pit« of reasonable growth.   Even more accentuated than the difference« in 
the distribution of the product «re the discrepando, shorn in tame of industrial 
location (see table l).    In 1950 industry in the southern region was responsible 

fe* » little more than 5e per cent of the value added by the industrial produc- 
tion, while in I960 this participation grew to acre than 60 per cent and te 
65 par cent in 1964« 

16. In the southern region the phenomenon is highly concentrated.   <m* partici« 
pation of «A« state of Sie Paulo in the value added by the industries in the 
regions wem« fro« ?? par o»nt in 195O t© 84 per cent in 1964 (see figure 2). 

If.   Analysing the aspeota of industrial oonoentration in Braail fron the angle 
•f employaient distribution, the diagnosis still confira« that there is a strong 
oonoentration of eaployaent in the southern region, especially in Sao Paulo. 
«•Ma f ahowe the distribution of industrial eaployaent from 1950 to I965. 

li.   Ih« importano© of the aouthern region as a development centre and the centre 
©# the industrialisation process of Braail is evident froa an analysis of the 
variations that teak place in the eaployaent level« of all regione of Braail. 
»» variations in absolute tersa of labour occupied in industry show that only 
in the southern region changea took place between I950 and 1964.   These facta 
oorroborat« the inforaation oonoerning the migratory flux fro* the northern part 
t© the aouthern part ©f the country.   Mien a imry large contingent of the labour 
*•*©• from northern regions «ought eaployaent in the southern «tat««, a need 
«#*»• for enoraoue investments in order to open up new fronti«!* of employment. 

If»   Ä« eootiomio development prooess of Braail ham encountered the problem« of 
industrial oonoentration and maintenance of regional disparity oommon to many 
other ooumtrles.   Sao faule hat been the largeat participant in the prooee« by 
absorbing «eat of the labour «aployad in industry in the region. 
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in. m ffiBaJUffS 9f IB BTOlsnl UTOfMI 9F SfTO 

21« Ino eoonoaio development of Brasil until the fint half of the nineteenth 

oentury «M a prooeee that was dependent upon international market fluctuations 

for it« product«. Beinf oo, all internal eoonooio expansion Nan conditioned 

by favourable oiroumetanoee and influonoee freu the rest of the world. Th-s 

•ituation Usted until the befinninf of the Seoond World War then the laok of 

industrialised product« for direot ooaoujnption foroed tho national industry to 

produoe feeds whioh had always been inverted. However« with the use of «quip- 

Bent and naohinery whioh oould not he given proper «aintenanoe due to war diffi- 

oultie«, the depredation rate of this investment was relatively high, 

22. By the end of the Seeeaâ World War the oountry was in an eoonomio situation 

whi >h oould he characterised as "ejcohange euphoria". Hie aooueulatien of our* 

renoy en the one side free) the large exportation» of raw «aterial to the 

belllforent oountriee, «us oounterbalanoed if the inpossibility to obtain «anu- 

faeturod foods on the international «arket, fus «ituation brought about the 

liberalisation of isyortation« In MM peo» war years, whioh oooasioned the rapid 
' âVsnnMaft«aW!BB &-áñssi   dejsf*   ^saâa   Ési«««ñ«aHsUBdCsnaS   áHsñOMslBBBBntHBT   *J«xoañañY'VBl«wBsBl 

21«   Hie oonstant ooneern of the national authorities to exert ooatrol over the 

desead for exohanfe ourronoy, but the realisation of the urgency for tariff 
proteetien in order to fave incentive to industrialisation nade it neoeeeary 
for the •«••rintsnssnny of Ourreaoy and Credit»' to undertake SOM aeasures. 
ASMS« the» was Instruction Wusoii TO (1951) «Men introduoed fundsasatal ohanfes 

In the national exohanfe ayote«.   Tfce faot tliat nuUiple oatejuries wero estab- 
llshed for exyortif and isowrtinf, with different exohanfe rates based en the 
eaoentiality of a produot, introduoed heavy protection on the industriee of 
direot oesn*s»sr foods, judged a« non essential, and thus spurt facilities for 
inveetnwjttts.   Warn i«oipi««t stiaulus to the prooeee of enhstitutinf i»|»ortations 
beoaae t««freate«t«tia«ae>tiaf foroe of investnont in the industrial seotor. 

id,   ft» Instruction sister TO fro« aWÖO, wMoh iiplloated a reetrietien ©»or 
lsBortatioa of euperfluou« foods for all notional territory, was eisootly 
benefloiel to national indu«tryt but the new allooation of resources favoured 
exaotly the etate whioh alroady ahowed a hifh degree of industrialisation! 

y mm - am old oimalssUon that controlled the ourreaoy and oredit in Brasil, 
today «art of the Oentral Bsnk. 

WÊÊÊÊ 
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25« The natii objective of the national eoonomlo policy «as industrialisation, 

for this reason, all profit fron foreign oosneroe or agriculture was ohanneled 

into the for« of savings which would guarantee investment« in the industrial 

sector. However, a national industry oannot count solely on internal savings. 

In 1955 SUMOC through ite Instruction Number 113, designed to attract foreign 

capital, permitted international investors to introduca equipment without 

exohange oove raga, and thus participate in this manner directly in projects 
being introduced. 

26. ffee process of substituting importations and the consolidation of proteotion 

of national industry reached its plenitude with the now tariff law introduoed 

in 1957* la accordano« with this law goods wars assigned to spsoial catégories 

which made it possible for their tariffs to be two or thro« times those of the 

international market. At the MM time it discouraged importation of goods 

which could be produoed in the country. It favoured the entry of equipment and 

raw material through cost exohange at strongly subsidised rates, 

8?. All of these regulations wer« part of a serico of measures detigaed to 

encourage national Industrialisation. At the same time the ids« ef Inni mimi 

was furthered by a programa« of sectorial alas (Program of Targets) instituted 

during the administration of ¿accline Kubitsohek de Olivete*, 1956 to l«Sl. 

2S. Because all ef these sea sures war« general in ohareoter, they brought only 

greater benefIte to the«« regions which could already guarantee suffioiemt 

return on capital Investment. The general development policy adopted during the 

1950«s sii nothing mors than strengthen fimo Paulo«s position and guaranteed it 

an ever-growing participation in the added vain« of ta« national 

afe It is evident that all phenomena which obaracteriae the Important structural 

onangea la the «oonomy of Brasil toni te present themselves in a more narked 

fe« in Ho Paulo's eoonosy. Hi general, See Peale has been able to inoreaae 

**• ME «amala ***** greatly, it has diversified it« productive oompound and 

has assenbled a oomplaz structure similar even to the greatest industrialised 
oratrice of the world. 

30. amah alterations can be synthetiaed through a quick analysis of the 

that teck place in the composition ef Sic Paulo»s internal incese in the last 

few years. In 1950 the primary sector was responsible for about 30 per cent ef 



ID/W0.9/Countxy 2 
Page 17 

the total generated incomes «Uli rating fill to about 19 per oent in 1964.   Hilt 
relative lose of positi« MM compensated for by a growing participation of too 
iiiduatrial seotor whioh rose fro« 28 per o«it in 1950, and generated 36 por oent 
of the intorni income of tao state by I964.   Biie faot U due to the different 
rate« of development of the product in each seotor, verified during these year« 
and «nova in figure 3 «ad figura 4. 

&•   Ine behaviour patterà shown by the indexes of total production of Sao Paulo»« 
eoonomy beginning in 1955, iadleate that ite rata of development want through 
rational adjustment!.   Saie fact ia duo solely to the industrial aaotor behaviour, 
union beoane aova elastio and could answer to the stimulus ooming froa *w»»gf- 
ia the intanai demand. 

32.   Able 5 shows the effeota of this industrial localisation proceee determined 
ajp the market.   8ao Paulo, due to the advantages of locati or, was able to consti- 
teta itself ia the oentre of attention of all industrialisation measures presented 
la Brasil,   fable 5 »»low shows the industrial participation of S*o Paulo in 
tore* of employment and added value above the national average. 

Table S 

19» 39* 
im 43* 
im 55* 
1964 61* 

34* 
«MP* 

4op 

33.   Ine faot tant Sia Paulo became «e oentre of accomplishment of all important 
projeots ia Brasil brought about problems of employment policios.   Table 5 indi- 
ente« that ado Paulo crew auoh faster ia relation to added value than to per* 
eeatage of employment.^ 

y The relation - log ?.. - 4 1014 + 2.24     le* I<4| (rf.934) 
(•000002) x% 

«toe Pit i« the inde* of the real product in the industry of Sao Paulo in 
period t, lit the index of employment in Sao   Paulo»« industrial seetor in 
period t, shows that an inorease of 1* in the industrial employment represente 
na inorease of 2.24* ia the industrial product. 
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n*>•} 
Dtvtieiptnt of itotorti in Sto Pmulo (l*M to 196*1 

«•47..       WM 

**. ** 
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CorarlBon of iaémtrlal produot of sgQ lutilo 

With total Brm«ll (l0i7 io lyfri 

3riBÉtMâ2ttb^^S^S^^^^^^^5^£îî^B diaaiMiMÉiiiiaiÉi •MUH 



IE^iG. p/coant ry 2 
P. .go 20 

.V-i Tho improopive development oí the industrial ptoduotion cf Sao Paulo waß 

duo to tao uso of modem production teolnolc^y end labour-saving devines. How- 

ever, the. L30 of euch cechaolO£7 has resulted in ta evar-grovinj oortfngeni oí 

vLcpyOoyad persons in the larga urban areas, especially Ho Paulo and Rio de 

Jan ef.ro, 

3j\    Another ¿rjfccl charaotortaiu cf tha industrial development prooesa tï&t 

took placa in nao Piulo, with its rate of prod-iu* growth or over 11 per Owni 

peí y*ar, trss *¿c considérable change tltat to-.!: pLioo in the industriai occrouiìd«. 

:íV. 3ooa Ir p-:-.itira of isrvdiate eonatunera goc¿3, esaotl/ those which prcaaut 

"ioi ..»••ntic^ty -.f i.-v: omo cf oonaurcptior,, was eoe-.«p-xici ly lar^e development cf 

vAU3t;n»ja *¿..,¿i prn.iuco ¿apical g^eds, inJ*erne¿i¿ry goods ar.d durable goods. 

•"h-j^t -?o iho r ..:»rí ••,.-£ 4n whica In..v¿-¿-Rci2o ecroortw a-nd *;riin?poriation aro of 
•nwt isyort-ino 9 

/v     0./J procos? rf .nftustriai cor.c&avc^tion v.hici. produces goode of high insoiu 
•"ln?í:;.¿ity in tn.e 3t&t© of Sao Paule-'''   n- •.-• :.:'-.:•-.• -' ;•-,   -   •».* :.i ¿, ~-"'-.ct 

. ..rr-iii^ .-.iv:4;p invejtaents in the industrial sectnr converse ic theso point* 

••••• ire -at'orJ  ••-srrStr-ry which rr-«it t';r tòno* it of ^ affiorerà ting eoonony,. 

"v •- c*i .:sj;;T^,r.u; import ::.r.t redwiiora ia co;i for xu i.iiivi?aal project, 

.--.^forceo. V the fr.ot thit neai-r^a to lasco malnote, from tho an^la of the 

-•¿tuVcjr of prjonle potentially aarvod sud hl^h a.ic:.rc \.tv*>l   *f th<* po.-ulatie::, 

f ^sii-x-iblo ^auction in tho ooe+a of dtstTicvtlon« •U».t lm.'t 

-•:*    .^rthorraor^.  «tf>.-.Iya¿3 of the .v,„ ^ ii si riluti on. of »ranuíauturir.s aitivi;y 

:n ¿&> Pablo*K territory unowa cn&t ',¿* largor* ptin of ."he rsnufacturing la 

i'^'ii at tho c-o;,îi.*ïc rf tt •    -»« «,:-..,* n-p <?£* Paulo»a tran-portât i on eystes. 

r.io UMLVí aro forced by tho Coat.rjl Brésil KeJlrcr.:, v*u;:h orneóte tho capital 

of tîio «Ut-w Jau r.;.o dc? Jcnoiro, and by the Santoc ä Jnndiai Bailroad, vhioh 

connecta i-bu capitel to the pert of Santos on one sido and with t»?t interior 

r«.  the etat,, v.4 the c^i.tral regienn of Eraril en tho ot.ie.«.    It ia at this 

.u.te¡.-.jcotloa QUìI "troatar S¿o raulo ia locato*.    It ia the larreat metropoli tv. 

1-ca in th2 coortry with nero than 6.5 aillicn jnh^bituits, one of Latin America's 

.:oi cost industrial compounds where approximately 700,000 '¿orkora are employed. 

{•/ ^ie participation, of Sao Paulo over the added value in the eleetrioal aou^p- 
mn% industry, transportation matertal and aroh&^ical tnduatry varied between 
of//9 cu'l >2fs in 1964. 
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38, The constant growth of Greater Sâo Paulo*8 employment statistica coroparod 

with the national totals, onoo moro emphasizos the fact of the polarized 

oharaoteristlo of the national economic development. This faot is indicated in 

table 6 whioh follows* 

Table 6 

fm&9 ftifMnl Mh tiitt9mì„lglit 

Year Brazil 

im 100,$ 
19# IOO.O96 

im 100,0$ 

im 100,0$ 

ÊÊÊÊÊÊÊÊ)^ IBOK 

ífalíp 
20.8$ 

23.8$ 

32,2$ 

35*0$ 

39»   There is every inaio; tien that without the intervention of an organisation 
for the orientation of spatial location, the process of industrialisation in 
Brasil would tend to maintain its characteristics of geographic concentration 
and the existing regional disparities in the oountry would booome «van greater, 

40.    the realisation of this situation in Brasil has recently brought about an 
organisation for regional development.   The aime of this organisation are to 
furnish "problem regions" not only with an ooonomio infrastructure that can sot 
M an inoentive for development, but also with sectorial plans for development. 

17 •   A fWflSI jsliii KSsUMsk I>:I'I-";VY 

41«   The awaroness of Brazilian authorities of the problem created by the fed» 
graphic consent ration of investments in the southern region of the oountry «ad 
the oonsequont aggravation of regional disparities, led to tho creation in 1959 
of the Superintondonoy for the Development of the Northeast (SUDINE).    Its 
responsibilities were to oo-ordinate the activities of all government organisations 

y This section is based on an artiole by A.D. fflrsnhMn, "Industrial OsvelofMBt 
im Northeastorn Brasil and the Meohanism of Fiscal Credit front article }Ä/1Ü"\ 
Brasilien ïoonomio Magasine, Bec. 194?• 
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active in the »probi«, rofion» ^d or*»!.«, « rational dovelopiiont landra«« 
which oould footer high rateo of inoroa.o in tho rofioiial prodiiet, 

42. lïio »ato tasks to bo undertaken by tho or^Uatio» to rerOtti OOOIM 
wero: 

(a) Refomation of the arohaic afrioultiirtl structurej 
(b) 2£ä£ î^rMt""ta .*" '*?*"-ta *"• 
(o) Promotion of toduttrltU»atlQ©» 

43. (too èf tho mt toterttttotf aapoott to tho anal/.i» of the toÄMtotol 
development of adattate» fra.ii i. Wt mt tlM) „m^ toot*«,,«*. mvÄatM« 

t« praottof the.0 objootivoo.   altho** m tho toterattioiial lovol a poUt* 
of misto» protootion i, tho .troafoot im%*mm% to »ttonUtto« iaiuotrtali^. 
tionf to abido by the m« ett by a market otoño«? at tho regional lovtl i« 
itprtttiooMe }>mmm* of   tho poUtlotl topUoatiom that can rotnit.   In tho 
•ajority ©f oasea tho preferred inatnmont hat boon fiaoal entpUuug. 

**_aga,U 4i "^ «*••* ***• **• w«*** f*ata of tttoh polioy euoh a. the 
ia*#*m tf IMMN   buatooeeoo or totprntivtattt to ^-4^-Mnç loom to 

*toi«ttttt Mhioh have low rontabllit? ovar their tovootttnt. 

45.   Starti»« fro« a o«rtei» itoli levai tho mooamiaa of fieoal eaoaptio» to 
*tt officii to ottonato« l#*m*Em**ß Thi. f*ot it* to the adoption by 
««-«li athoritie. *f »«*•*,* i^t f^tt. t. prosot. U^mML êmm^ 
•«Ito At-— •«••»•• 

?» 

lt-to poooiblo ft* to« payoTo to doditot m mm m m 

****** ***.* *mm* ***** ••**••*»***• mmm to tovtttod to pro jteto 

ITtÜÜ "ÏÎL*1* ** "^^^*   *••• *•*•*••*• «tot »t aepooitod to 
m Braaiiu* «orthaatt Book and rtvert to tht nation»e treat«? to 
«t not tovtttod withla thro« /oar- to «mo of tho pj» jtttt to tit 

*•   ^* ••*!•*»• Mhioh «ft to ht ftoottood hp tot 
9mm m httog of tottrtot ft tot ttirtltptooH of 

** K'gS» !**?_!• y «*»*•»»»* aitt»  -îht ftota _.«„. « 
"*•«"•• aowiMf aa rttuot lotttt to an e»tenrla«. 4* tht» -*~ L.^  
«**» not reveal itttlf luorativo.»     " "HI,n-1, « **** — *-*— 
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"»«oí-« i. not don. totally rtth 0^itri of th, „^^ ^^ 

projwt 1« fina hlgh i)rtority ^ sunBn,< •» 

ft«» th. »„„„t. a. contributor inv-t. ta ,«,„«„* ^. ^ „ 

**t to «t., *tl. *» group «M „fr. with it. o« «„,,. „„, " 
oMtml oí th. «•«.•srtM. ^^ ^ 

Pf tha 

-ÍL r .f Mi ***** i. th. Brum« Itorth^t ^ ta „„^ 
*• ».£*-. of the pro**; -, the in^-W of th. «t.rpri^T 

"ith Bar. fond, tfcw «r. tllomi h, I«,. PTOW" 

50.   fc**.^*«»,,.,,,,^^^^ 

3»^*»? iff % ^tttJjftjaMMfl" 

ï# JTJlZn^r ^^^ *-***•*«» ******* - * *mmm 

WWWlW ^ **• <WWá projet, r^ K?, ttt£lol^:u«¡!        to¥^^^ 

•n 
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intermediary sectors (C7.A per cent), in contrast to the industrial structure 

that existed 5n ihe region (1962) in which the majority was derived fron the 

consumar goods sector (70.8). 

53. Until cid-1957 the approved projects created jobs for about   68,000 

people which represents 38 per cent of the total employment existing before the 

implantation of the system.    This represents an increased capital/labour rela- 

tionship which is derived from the composition of new investments.    These 

figures, hotrove?, represent an underestimate of the total new employment because 

their multiplying effect trill bring about important reflexee in the other 

asctera of the economy and t pen vp new employment frontiers.   The industriali- 

sation of the »J*# region »fill stimulate change* in the agricultural sector and 

bring about the abandona Mt of the monoculture of sugar. 

54. *ß» hieh relationship of oapital/lsbour of the new projects is not entirely 

leeirsble ir en cndf>ra*vcloped region with a large excess of available labour. 

Sv the uise being uial^sed this fact is due to the relatively low price of 

capital in relation to labour-    According to Hirsohman this is a oonsequenoe 

cf the system it ioli, "When a method is sought to activate the investment 

decisions it is simply advantageous to subsidize the capital and not the labeur, 

because the expenditures with the capital precede those cf labour".   A possible 

solution to th« probi «a would be the utilisation of second-hand machinery in 

the ne* inouJtries whio'-. would recuire a relatively outdated technology and 

a smaller oapital/lab.ur relationship. 

55. One of the greatest advantages "ff^rsd by the system is its effioienoy in 

ho allocati'n of r sources, mainly when confronted with the customs tariff 

syutoa.   Knew ' -'   -pr.; countries use proteotioniet principles to stimulate 

industrial activity, now industries begin to work under except ir nal market 

conditi n3 te obtain high pi-ofit margins.    Without a stimulus to increase 

p"34i3*,ivityt evwi-up-liy the new industries become a problem t?r the national 

iccnony.   An enterprise that instáis itself in a region and utilises the benefite 

cf tributary credit sunt axn for distribution effioienoy of its productive 

resources or it will not stand up against the competition of goods produced in 

the developed regions. 

i>6.    The credit mechanism employed t'* promote the industrialisation of north- 

eastern Braz.il has aooomplished favourable results, and will help to diminish 

the disparities between this region and the central and southern regions <*f 

the country» 






