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PREFACE

The Division for Industrial Studies, Regional and Country Studies
Branch, undertakes under its work programme, the preparation of Country
Industrial Development Profiles. These profiles are desk studies, pro-
widing statistical and econonic analyses of the industry sector, its
growth, present status and future prospects. It is hoped that the profiles
will provide analysec of uuse in activities relating to technical assistance,

indus*rial redeployment and investment co-operation.

Thig profile on Brazil is based on documents, reports and studies
asailable at UNIDO Headquarters. No field survey has been undertaken and

some of the data on industry are not up t¢ date.

The views or comments contained in this document do not reflect those
of the Government of Brazil nor do they officially comuit the United

Nations Industrial Development Organization to any particular course of
action.
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SUMMARY

Even though the boom performance of Brazil's economy diring
1969~74 has ended, it has continued to function at a high level.
Crowth of G.D.P. averaged 6.4 per cent between 1374 and 1978. Since
the country is 60 per cent dependent on imports for its oil needs,
one of its main problems stems from the steep hikes in world prices
for petroleum since 1973. Other problems are the continuing high level
of the inflation and considerable balance of payment deficits. Government
austerity measures to cure these ills are constraints on the free-

wheeling growth of earlier years.

Since 1974 the difficult and ardous task ahead has been to achieve
an accelerated but balanced expansion. This inciudes an expansion of
iron and steel, petro-chemicals, other heavy and chemical industr-.es,
and the modernization of the traditional sector, stirengihening of small
and medjium industries, accelerated industrial redeployment into North-
east Brazil, and expediting technical and economic co-operation among

developing countries, especially with West Africa.

In the longer run, Brazil has the potential to sustain the high
levels of growth of the last five years. Brazil is well placed to deploy
its extensive resources in pursuit of its development objectives, It has
relatively large mineral and land rescurces still untapped, and the
basic infrastructure is sufficiently well developed to permit rapid
exploitation of ‘hese latent assets. Human and management resources have
developed significantly in the recent past, and institutions in the
public and private sector have demonstrated and ability to tackle develop-

ment issues effectively.
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Chapter 1

GENERAL ECONOMIC BACKGROUND

Covering 8,551,365 square kilometers, Brazil has ihe largest
territorial extension of any country in South America. Its population
of 116 million is estimated to be growing at about 2.8 per cent per
annum. The rate of demographic growth has declined significantly from
3.5 per cent in the early sixties and should continue to decline in
the fture to about 2.4 per cent by the year 2000. On this basis,
population would have reached some 210 million by the turn of the century.
Average life expectancy should increase from an estimated 64 years at
present to 71 years by the year 2000.

Only a few countries can match the extraordinary growth rates of the
Brazilian economy during the late sixties and early seventies. G.D.P.
grew at an average annual rate of 10.2 per cent during the boom of 1968-73,
the industrial sector by 13.0 per cent, and the agricultural sector by
5.3 per cent and services by 10,3 per cent. G.D.P. was then equivalent o
US $132.7 billion or US $1,308 per capita. The economic growth has contimued
since the end of the boom, but at a moderated pace, the average ammual
rate of growth being 6.74 per cent between 1973 and 1978. G.D.P. was
estimated at US $7183.9 billiom in 1978 or US $1,580 per capita. These
indicators do not reflect, however, a rather wide range of development
between geographical areas ;nd sectors: from the highly developed urban-
industrial complexes of Sao Pailo and Rio de Janeiro in the Southeast to
the lesger developed provinces of the North and Northeast, and from exports
of advanced machinery, equipment and vehicles, on the one hand, to

traditional agricultural and industrial products, on the cther.

Taking account of the length and breadth of the country, social and
economic indicators, although uneven, show an upward tendency. The adult
literacy rate in the year 1977 was 84 per cent and primary school enroll-
ment 87 per cent. Other figures, actual for 1974 and projected in the
Second Plan of Develcpment for 1979 are: wurdan pcpula*ion served with

water supply - 65 per cent and 79 per cent; urban population served with
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sewerage services - 29 per cent and 44 per cent; telephones - 2.8 million
and 8.1 million; ef. :ctive rate of schnool atiendance — 84 per cent and

90 per cent; population with access to medical services - 82 per cent

and 86 per cent. In the year 1974, gas or elec*ric stoves were found in

63 per cent of the households; radios 1in 85 per cent; refrigerators in

33 per cent; television sets in 34 per ceni; and zutomobiles in 12 per cent.
If only urban areas are considered, the ‘iniicators rise to: refrigeratfors

47 per cent; television sets 50 per cent; and automotiles 17 per cent.

Economic activity is strongly concentrated in the Greater Sao Paulo
and Greater Rio de Janeiro metropolitan areas., Betiween them, thev have
29 per cent of the nation's urban population and almest half of the labour
force cmployed in industry. In contrast, the three metropolitan areas of
the Northeast (Recife, Salvador, and Fortaleza) account for 7 per cent of
the itotal urban population and less than 3 per cent of industrial employment.
Two decades of effort on behalf of regional development have established
the basis, in terms of physical and social infrastructure, to lead to the
‘belief “hat the predominance of the Sao Faolo and Rio metropolitan areszs

will he moderated in the years to come. (Table 1)




Table 1. Exponditurs on GDP, 19Y6%-77

1965 1966 1967 1968 1969 1970 1971 1972 1973 1974 1975 l9763l 197}ZI

CDP (market prices) 144.1  150.2 157.€ 125.7 '192.7 208.3 237.1 264.0 298.7 332.3 351.2 382.17 400.5
Groes Fixed Investment 26.6 10.8 3.5 38.1 42.7 46.4 55.0 63.5 72.8 86.2 94.3 100.3 10).1
Imports of Soods & Nr53’ 6.2 1.9 8.6 10.7 1.4 14.5 17.3 20.9 23.5 30.6 29.2 28.8 25.3
2 .
Exports of Goods & NFS—’ 9.1 9.6 9.5 11.3 12.8 13.7 14.6 17.4 19.6 19.9 21.7 22.3 22.)
Consumption and Stocks 114.6  117.7  125.2 137.0 147.9 162.7 184.8 204.0 229.8 256.8 264.4  289.0 298.2
Terme of Trade adjustment -0.4 -0.8 1.0 -1.6 -1.3 0.0 -1.0 -0.2 0.9 .5.4 -2.7 -1.0 t.1
Exports adjusted 8.7 8.9 8.5 9.7 11.5 13.7 13.6 17.2 20.5 14.5 19.0 21.2 21.1
Gby 143.7  149.4 156.6 174,%1 191.2 208.3 236.1 263.8 299.6 326.9 348.5 38l.7 401.6
3
Grose Domcatic S-vlnat—l 29.1 3.7 3.4 3z 43.3 45.6 51.3 59.8 69.8 70.1 84.1 92.7 103.4
[}
-
no
Hemo: '
emo 4
Terme of Trade{1970-100) 95.2 92.0 89.5 86.0 90.1 100.0 83.0 98.4 104.2 3.1 81,7 96,6 104.8

I

Source: Varpas Foundation (FGV); World Bank estimates.

1/ Assumes GDP at market prices grew st same rate as GDP at Factor Cost.

2/ Mleslon estlmates.

3/ Net of Inventorles.

EI M. tional Accounts; differs from merchandise terms of trade by the inclusion of non-factor services,

Generai Note:

The aource for theese accounte 1s CONTAS NACIONAIS. Revieno e Atualizacao 1949, 1959, 1965-1975. FGv, July 1977, In
particular Table XV whict.preasents constant cruceiro accounts for expendlture on Gross Domestlic Income (CDY). These
accounta only go to 1975; 19726 and 1977 were publlished {n current pricees tn CONJUNTURA ECONOMICA, February 1978 pp.'8-19,
with constant price estimates for GDP et factor coat and updated tn CONJUNTURA ECONGMICA, October 1978, pp.B81-90. Real Investment
for 1976 and 1977 wan taken from vhe latter nource. The appropriate rrade indicen are Conjunture #1117 and 166 with

the import index adjusted so as to impute thie non-petroleum price to non-factor serviceas. These series however are

not entirely consistent with the accounts ss published, therefore, In order to maintaln consfstency, ths import and
export series above are alight modifications of the FGV publishied numbers. The key problem in vsing the accounts as
publish.d is that the figures for Real Grosa Domestic Income (Depesa Interns Real Bruta) and Real Gross Domestic Product
(Producto Real) are identical. As thia can only hold when the termes of trade adjustment fe zero. modiflcations need

to be made; however, the publlehed tables do not present the terms of trade adjuetment.




Historical Backzround4/

Economic developments in Brazil after World War II can be
divided into three periods for convenient analrsis, based on the
criterion of the prevailing development orientation.g/ The first
period runt from the end of World War II to 1963; the second perioc
from 1964 to 1973 (it also includes the perspectives and %argets of
the First Development Plan, 1971-74); and the third from 1975 to the
present (embodying of the Second Development Plan, 1975—'{9).-é

The period from the end of World War II to the earl: sixties
was one of significant protection with strong elements of autark:-
and ircreasing intervention in the econom~, These were sirongl~
supported (or motivated) by a sense of nationalism and of the importance
of planning. In following through on the concept of substituting domestic
production for imports, so the thinking went, the mix of domestic pro-
duction and imports would change as incomes rose. Responding to the
shifting income elasticities of demand, indust{rial oroduction would rise
to higher levels, and as with the so-called "ratchet-effect", further
rising incomes would bring into pla~r other demand elasticities, still
higher ievels of production, etc. Actual growth, however, followed a

tvpical and perhaps natural segquence, not necessaril- in accordance

l/ See "Industrial Priorities in Brazil" in UNIDO's Developing Priorities
in Developing Countries, 13979; Joel Bergman's Brazil: Industrialization
and Trade Policies, London, 1970; Edmar L. Bacha's Issues and Evidence
on Recent Brazilian Economic Growth" in World Development, Vol., 5, 1977;
and Helga Hoffmann's "The Export Oriented Development Strateg- in Brazil"
in Intereconomics, No. 3/4, 1978.

g/ No attempt at summarizing these periods is adequate in reflecting tne
complex politico~economic interrelationships and the overlapning
effects of policies aimed at structural and short-term changes.

}/ Another approach would be to deal with “the nostwar period in teims of
the upswings anc downswings of the c zlec of economic activit-. Thus,
the periods of more rapid growth were 1347-52, 1956-61, and 1046-73
and those of less rapid growth were 12352-56, 1961-67, and from 1374 on.
The inception of the militar - recime in 1964 occurred. approximatel -
midwa~’ in the 1961-67 slowdown. But it is deemed more heloful, in this
summarv, to deal with the broad aporoaches rather than the specifics
of crelical movements.
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with the setting of priorities, nor were the pricorities necessariliv
co-ordinated. It proceeded first in import substitution {rom consumer
non-duratles to consumer durables and intermediate goods to capital
goods. It was only after impert substitution of consumer goods was
virtually complete that exports of manufactures began to grow. The

pattern was consistent with "backward iinkages".

The protectionist policies were designed to promote rapid
industrialization, and thev were effective. An analysis of the effects
of protection during the period 1949-62 showed that, of a 20-sector
breakdwown of manufacturing, 10 sectors had significant imports at
the start of the period. Three of the sectors receiving highest ppotection
experienced the most import substitution (electrical equipment, transport
equipment, and plastics), while the cther seven received less protection
and had lower import substitution (non—metallic mineral products, metals,
machinery, paper, chemicals, pharmaceuticals and miscellaneous). For the
last 10 years, imports have not been a sigaificant part of total supply
of any manufactured goods in Brazil except for heavr equipment and some

chemicals.

The early nationalism and enthusiasm for planning were also
associated with increasing State intervention in the economv, Public
sector expenditures rose from 20 per cent of GDP in 1935 to 27 per cent
in 1962. On the side of capital expenditures, it resulted in the planning
and execution of many works of infrastructure. Gross investment of the
public sector (including State enterprises) represented 39 pesr cent of
total capital formation in 1962, up from 25 per cent in 1955, But this,
together with enforced price controls (which undermined many putlic
agencies' programmes) contributed to increasingly larger budget deficits
which rose from less than 1 per cent in 1955 to nearly 5 per cent in 1962
as a proportion of G.D.P. This was also accompanied by a rising inflation
which exceeded 100 per cent in 1963-64 and increasinglv acute political

tensions.

A militar - regime came to nower (Aorii 1264) to resolve the
oolitico—-economic impasse., It attempted to 2o 30 in clearl - defined wa's.

It reduced the Government’s high deficit, establishad a virtual wage
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‘freeze which endured through 1967, enacted a substantial tax reform,
streamlined the fiscal machiner'w, initirted a realistic price policy
for public services and Govermment firms, and laid out the welcome

mat to the multinational corporations to participate in those sectors of
the economy not reserved to the State itself, The years of 1964 and 1967
were essentially years of stabilization and of reform. Inflation was

reduced from 87 per cent in 1964 to 24 per cent in 1967.

The orientaticn of the new Government was clearlv distinct from
the previous one. The concept of the guiding and irierventionist State
remained, but the participation of the State in industrial activities
was essentially confined to "basic" infrastructure amd resource sectors.
The element of nationalism remained but within a new context of increasing
self-sufficiency consonant with the evident and credible availabilityv of
resources and the autarchical elements were thrown aside. The private
sector, national and foreign, was encouraged to participate fully in the
development process. Many incentives were offered to the private sector
to produce and to c:oort. Foreign capital was made welcome in law and in
fact. In other ways, the daifferences were a matter of emphasis. As a
shorthand expression, it can be said that the new regime was more "out-
ward looking" than the previous ones; this is so, provided that it is
kept in mind that in playing the "export card", for example, *he Govern-
ment always aimed at internal development through the full participation

of all sectors.

The next phase, the boom of 1967-73, was one of fast economic growth.
This was facilitated by the existence of substantial unused domestic
capacity, rapid industrial growth among the developed countries, an
increase of world trade of around 20 per cent per year, a large influx
of international capital, and numerous incentives. Consumer durables with
automobiles at their head were at the center of the stage in this period.
Still another factor was the improved terms of trade (26 per cent) which
enhanced Brazil's balance of payments position in the light of the rising
level of imports. By December 1973, Brazilian reserves had reached
6.4 billion dollars.




The economy grew at an average rate of 10.1 per cent for the seven years
between 1967 and 1974. This compares favourably with the preceding
cyclical rises of 8.3 per cent from 1956-61, 3.7 per cent for 156167, and
5.6 per cent for 1952-56. Indusirial exports registerd an impressive
growth in this period growing at an average anmual rate of 27 per cent.
They rose from 1.9 billion dcllars to almost 8 billion dollars, or from
1 per cent of total exports in 1959 (through a still insignificant

6.2 per cent in 1964) to 25 per cent in 1973. It was up to 2€ per cent
in the mid-1970s. Output of the consumer durzbles secitor grew at an
average ammual rate of 23.3 per cent from 1967 to 1973, the comparable
rate for non-durables being 11.9 per cent, And most industrial exports

came from the non-durables sector.

In this change-over to an outward-looking strategy, imports
contimued to rise at average rates of 20 per cent during the period
1967-70 and at 395 per cent in the period 1970-73. This speeding up wa
due basically to the verformance of indusirial imports which reached
more than 80 per cent of the total imports. And among the industrial

imports, capital goods had the lion's share.

The entrance of foreign capital was important in this period. The
evidence now seems to suggest that it was due, in greater measure, %o
dramatic changes in “he intermational availability of capital (especially
in the Buro-currencv market) and to the existence of the requisite
institutional structure to receive it in Bfazil, as well as by the

attractions of a booming economy,

Inflation was controlled through a rigid incomes policy between
1964-67 and later relaxed. Inflation staved at 14 per cent in 1972 and
1973. By the end of the boom, it went to 30 per cent in 1974. Desrpite
deflationary measures it staved at 30 per cent in 1975 and rose to
45 per cent in 1976. Monetarv policv provided flexibly for the neeus of
‘trade. Other ins4ruments used to "live with" the inflation were: the mini-

devaluations begun in 1968; Y credit and tax incentives; simplificatien

1/ An exchange rate polic~ comsisting of frequent and umnradictatle
mini-devaluations of the cruzeiro, taking irto account internal
and external inflation.




of administration procedures; exoneration of incorme taxes on exports
profits (aftc. 1965); exemption of duties on imported materials used

for exports ("drawbacks"); exempiion of exporis from indirect taxes

(as of October 1967); and interest-subsidized credit lines for exports.
"Export corridors™ were also developed to facilitate the commercialization
of goods abroad. The role of exports in overall development 1is still
being debated. While there is no doubt that it contributed to the
magnitude of the boom, there is increasing doubt about its impact

as the generatcr factor. Manufacturing exporis reached a high

point of 14 per cert of manufacturing value added and 5 per

cent of G.D.P. l/

Several converging factors ccntributed to btringing an end to the
bcom. Indica*ions were evident in 1973 c¢f escalating inflation asscciated
with many industrial sub-sectors operating at or near full capac:.tr and

shortages of consumer goods and raw materials.

Where the external sector was concerned, the slowing down of
exports growth, the adverse turn in the terms of trade, and the continuing
rise in imports all contributed to a marked deterioration of the balance
of payments. The deficit on current account jumped from 1.7 billion dollars
in 1973-to 7.1 billion in 1974, basically due to the doubling of imports.
Undoubtedly, oil played an important part, since costis quadrupled to over
2 billion dollars in 1974, but still, capital gocds were higher: 3.2 billion
dollars in 1974. It has been observed that these high imports corresponded
to the last stage of the growth cvcle in an economy which had not vet
developed sufficiently its capital goods industrw~, During the f;rst stages,
the expansion could proceed gradually using up existing productive
capacity, but as soon as productive cavacit- had to be expanded, higher
imports accompanied the higher investment levels, Net foreign debt grew
from 6.2 billion dollars in December 1373 to 17.8 billion dollars in

December 1975. Whereas G.D.P. grew bv 14.0 ner cent and industrv by

l/ As a point of compa: son, South Korean manufactured eyports were
37 ver cent of G.D.P. and Taiwanese manufactured exnrris were 23 nrer
cent of G.D.P, in 1973. Of course, in these smaller economies, given
absolute increases of external trade will translate into greater
percentage increases.
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15.8 per cent in 1973, these fell to 9.8 per cent and 9.8 per-cent,
respectively, in 1974. growth was tempered further in 1975: G.D.P.
rose by 5.6 per cent and industry by 6.2 per cent. The growth rate

of capital formation in industry declined from 20.4 per cent in 1973

¢0 14.2 per cent in 1974, and still further to 4.7 per cent in 1975 and
4.4 per cent in 1976.

In the years 1974 and 1975, a shift in emphasis took place, within
the same strategy to take into account the constraints that had since
develcped, most especially by the balance of paymentes deficits and the
high rate of inflation. (Since this period also corresponds to the Second
Development Plan (1975-79), the economy's performance in this periocd will
be discussed together with the objectives and targets of the Seccnd Plan
in Chapter IV).

Belation of manufacturing sector
in the Gross Domestic Product, 1960-77

The role of manufacturing in the Gross Domestic Product is nctable
for its steadily rising share over the past two decades. This increased
from 18 per cent of G.D.P. in 1960 to a high of 25 per cent in 1974 and
1975, from which it slipped to 24 per cent in 1976 and 23 per cent in 1977.
As a result of the faster rate of growth of industry as compared to G.D.P.
in 1978 - 8.1 per cent versus 6.0 per cent - manufacturing probaoly renewed
its upward trend. The ﬁrospects for the manufacturing secicr and the G.D.P.
in 1979were similar to those of 1978, so that it is likely that a further

improvement took place in the share of manufacturing (Table 2 ).




Qelation of ranufaciuring sector to »ross domestic product, 1960-77

1977

INOUSTMIAL ACTIVITY mugu
OOMESTIC AGAICUAL TURTY ACTURING CONSTRUCTION AETAR COMMUMICA- aTHEM
AND CURARENCY T YEAR ™
ISICIREY.) 18 s (]
e PERCINTAGE OISTMGUTION

1960 28 19 ! 2 5 25
(1000 MILLION BFADUAN CRULELRQS) 1967 & Fed ! 12 [ 27
1982 &8 2 1 12 s 28

. 5683 11.9 27 ! 13 g B
1964 221 2 ! 1 5 27
1985% «“! 22 4 13 5 27
1968 8.7 23 4 12 4 26
1967 82 22 s 12 5 28
1968 1224 9 23 5 12 4 28
1969 181.9 9 >4 5 12 ‘ 28
1970 2085 3 . E) 13 4 26
197¢ 2788 9 25 5 2 4d 5
1972 832 4 Fe 5 12 4 25
1972 4983 g 26 5 12 4 24
1974 7195 9 28 5 13 4 23
1975 1009.4 9 28 5 13 4 24
1978 1560.3 9 7 5 13 4 25
23528 10 28 5 13 ‘ 25

Source: United Nations Yearbook of N¥ational Accounts Statistics, 1978, vol. IT
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Traditional and non-traditional industries

A distinction between traditional and non-traditional
industries is common in manufacturing. In the first group are
food products, beverages, textiles, wéaring apparel, leather and
products, footwear, wood products, furniture and fixtures, and printing
and publishing. These grew more prominentlv in the earliest stages of
industrialization in Brazil, beyond the first stages, the non-traditional
industries show a more dynamic growth. These include basic metals,
metallurgical products, machinery, transport equipment, chemical
products and others.

Between the years 1965 and 1974 (which rouchly covers the period
from the inception of the Military Government to the end of the boom),
mamifacturing showed an overall growth rate of 11.2 per cent annually.
The more traditional industries showed rates of growth that were lower
than the average: food products - beverages - tobacco 8.1 per cent,
textiles 4.0 per cent, and paper and products 8.7 per cent. On the
other hand, industrial chemicals grew at 12.9 per cent, glass preducts
and other non-metallic products 12.3 per cent, metallic products
10.7 per ¢ at, machinery 16.5 per cent, and transport equipment 21.2 per
cent. The production of electric energ~- grew at a rate close to that of

manufacturing as a whole, 10.4 ver cent. (Table 3 )

In the period since the end of the boom (and coinciding with the
Second Plan of Development 1975-79), the tendencv observed for the

earlier period has remained in force.




Tavle 3. Manufacturing secior: growthrates, 1965-74 Ty tranches

9. 1aDxX WUABNERS OF IwDOSTxIil PIOGICTU-}' {1970 = 100)
181C 19D0STRY a/ 151C
__o$S 199 1967 1368 1343 1o7Y 3872 I3 yle_ mAtk
210 COAL RINIBG ccvcsvvovsson 6 " [ 1] 3 9" 110 113 1as 1 s.9 210
320  PETRULEDE A¥D GAS .ecee. B/ se 70 o N 105 102 100 102 109 1.7 40
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Consumer—intermediate—capital goods production

The composition of manufacturing production as between
consumer goods, intermediate goads and -capital goods has
changed over the oast two decades. Between 1959 and 1975,
durable consumer goods showed an average amnual growth rate
of 14.4 per cent with capital goods prcduction right behind
with 13.1 per cent. Further behind were intermediate goods with an
amual rate of 9.7 per cent and non—durable consumer goods at 7.0 per
cent. The manufacturing sector as a whole grew at an annual rate cf
9.3 per cent. During the boom years 1967-73, manufacturing production
rose at 14.7 per cent amually with durable consumer goods and capital
goods growing at rates of 23.8 per cent and 20.5 pe. cent, respectively.
In this period, the production of intermediate and mn-durable consumer
goods were not far behind, the rates being 15.3 per cent and 11.8 per
cent, respectively (Table 4).

The relative place of each of these groupings in the year
1975 has changed compared with a decade and a half earlier. Whereas non-
durable goods represented 52.C per cent of manufacturing value added in
1959, it had fallen to 37.0 per cent in 1975. Between those same two
years, durable consumer goods doubled from 5.1 per cent to 10.5 per cent,
intermediate goods rose from 32.3 per cent to 34.1 per cent, and capital
goods rose from 10.6 per cent to 18.4 per cent (Table 5 )-
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Table 4 , JIndicesand real growth ratcs of manufacturing outpui:
[Qr K$2 n =)

(1970=100 and %

Capital goods Intermediate goods Consumer goods Total
Durable Non-Durable

Year Index % Index % Index % Index % Index %
1959 327 - 39.2 - 25.3 - 523 - 42.7 -
1965 56.1 - 53.5 - 41.1 - 70.7 - 60.1 -
1966 66.5 18.5 651 22.0 46.2 124 71.8 1.6 67.8 123
1967 €3.8 —4.0 66.0 1.1 50.3 89 737 12.7 68.6 1.7.
1968 814 27.5 79.8 20.8 60.9 211 82.7 12.1 80.2 16.9
1969 825 7.6 27.5 9.6 814 33.8 90.4 9.4 88.6 104

1970 106.0 14.3 100.0 14.3 100.0 22.8 100.0 11.] 100.0 12.9
1971 118.5 15.5 117.0 17.0 1254 254 110.7 10.7 114.2 14.2
1972 149.5 294 136.1 163 149.2 19.0 129.0 16.5 135.0 18.2
1973 195.8 31.0 1554 142 180.6 21.0 144.2 11.8 156.3 15.8
1974 2221 134 165.8 6.7 2117 17.3 151.7 5.2 168.2 1.6
1975 235.2 5.9 172.6 4.1 218.2 3.1 1554 24 174.5 33

Annual Averages

195965 94% 54% 8.4% 5.1% 5.9%
1967-73 20.5% 15.3% 23.8% 11.8% 14.7%
1959-15 130% 9.7% 14.4% 7.0% 9.3%

Source: "The Brazilian Economy in the Seventies: Old and New
Developments" by P.S. Malan and R. Bonelly, in "World
Development, 1977, Vol. 5, Nos. 1/2, pp. 19-45.
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Table 5. Structure of value added major user groups
(19589 and 1965]75)
(In % based on constant values of 1970)

Consumer goods Intermediate Capital

Non-durable Durable goods goods
(%) (%) (%) (%)

1959 520 5.1 323 10.6
1965 49.8 5.9 31.3 13.0
1966 45.7 6.0 344 13.9
19617 46.2 6.4 343 13.1
1968 44.0 6.6 35.2 14.2
1969 43.4 1.9 349 13.8
1970 424 8.6 35.1 13.9
1971 40.8 9.4 35.8 14.0
1972 40.2 9.4 35.1 15.3
1973 38.¢ 9.8 34.4 17.2
1974 37.5 10.6 339 18.0
1975 37.0 10.5 34.1 18.4

Source: "The Brazilian Economy in the Seventies: 0ld and New
Developments" by P.S. Malan and R. Bonelli, in World
Development, 1977, Vol. 5, Nos. 1/2, pp 19+45.
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State role in irdustry

General

Brazil has a long tradition of supporting private enterprise. Recent
government have been committed to long-range development planning and
vast public spending, but habe sirongly supported thLe private sector's

role in attaining overall objectives.

Public enterprises are found meinl- in natural resources and
public services. A study covering assets ownership in the vear 1974
shows that public enterprises accounted for 62 per cent in the mining
sector and 88 per cent in public utilities (of which 78 per cent corresponded
to transport and 90 per cent to the rest). For manufacturing, the share of
public enterprises averaged 20 per cen*. The figure varies, hcwever, in
accordance with the branch of manufacturing, being relatively high in
metal-mechanics (34 per cent) and chemicals (55 pecr cent), and low in
others -~ § per cent in rubber, 2 per cent in non-metallics, 1 per cent in
mechanical, and 1 per cent in food processing. In commerce it was only
1 per cen; and in services 27 per cent. All together, the share of public

enterorises averaged 37 per cent. (Table 6)

The Government has expanded its role in praductive enterprises in
recent years, chiefly in the basic sectors of mining, steel and petro-
chemicals, principally to ensure sufficient resources to promote develoo-
ment. State-—owned industries have also recentlv entered the computer and

airlines fields.

The Government's general policy is to engage in activities that
private interests are either unwilling to tackle or unable to finance, and
to preserve Brazilian control of basic and politically sensitive sectors,
such as mining and petroleum. Even in the latter areas, the state will
often invite private (including foreign) participation. In petrochemicals,
the preferred investment formula has been one-third government, one-third
local capital and one-third foreign investors. In several cases, however,
the inabilit, of local vrivate partners to meet exnansion needs or tc
keep up with cost overruns has led to the emergence of the Government

in a majoritv role.




State—owned industry

No manifacturing fields are reserved exclusivel to the state,
but the Government has a virtual monopoly in oil refining and a pre-
dominant role in steel, iron-ore nmining, petro-chemicals, power and

other utilities.

The state oil company, Brazilian Petroleum Enterprise (PETROBRAS)

operates the largest tanker fleet in Latin America.

The petro-cheomical sector; formerlr a PETROBRAS monopoly, was
opened to private investors, and numerous foreign concerns have set up
plants., Production of basic petro-chenicals is generally reserved for
joint ventures between private companies and Braziliar Petro-chemicals
Enterprise (PEThOQUISA), another PETROBRAS subsidiar; in which the latter
holds a minority position. In 1973, however, PETROQUISA became the
ma jority (62 per cent) partner in the largest of these companies, Petro-
quinica Uniao, when it had to take up a new stock issue to keep the
$170 million venture from floundering because the local private partners
were unprepared to make further investments. For similar reasons,
PETROBRAS later bought out Refinaria Uniae, which produces feedstocks
for the petrochemical core plant, and PETROQUISA took over the share
held by a local partner in Salgema, a § 30 million-plus venture with Du

Porit of the US to make chlorine and caustic scda in the Northeast.

Although partnerships witk PFTROQUISA are not mandatory for foreign
companiz2s entering the petrochemical field, in practice such associations
tend to be the rule. PETROQUISA's holding include partnerships with such
international companies as International Finance Corporation; Monsanto,
National Distiller, Halcon International (USA); and a few Japanese mani-
facturers. Next to the Sao Paulo area, the Government is following the
same PETROQUISA private capital formula in developing a second petro-
chemical complex in Bahia, and a third -petro-chemical complex to be built

in the state of Rio Grande do Sul.

The state-owned steel mills - CSN, USIMINAS l{ and COSIPA - produce

more than half of iron and steel nroduciion of the countr-’. The stat:

l/ USIMINAS iS owned 18 per cent tv a consortium o Japanese comnanies
headed b~ Nipoon Steel Corp., and the rest br the Brazilian federal
government.
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Table &. Brazil: patterns of asset owanerskip of the largest 5. 113 non-financial
enterprises, 1974

Shase of
Total net Share of national
assets Share of public fereign private
Sector (million CRS) enterprises enterprises enterprises
Mining 9,637 0.62 0.12 0.26
Manufacturing 161,571 0.20 0.29 0.51
Non-metallic 1.551 0.02 0.35 0.64
Metallic 27,7111 0.3/ 0.12 0.54
Mcchanical 8,293 0.01 0.46 0.53
Electrical 6476 - 0.61 0.39
Transport equip. 15,155 0.04 0.63 0.33
Wood 8,782 - 0.09 091
Furniture N - - 1.00
Rubber 1,834 0.06 0.61 0.33
Leather 685 - 0.11 0.89
Chemicals 40,162 0.55 0.23 0.22
Textile 12411 - 0.13 0.87
Food 16,910 0.01 0.3} 0.68
Beverages 3,57 - 0.14 0.86
Tobacco 2,095 - 0.99 0.0}
Printing 2,143 - 0.02 0.98
Miscellaneous 8,211 - 0.47 0.53
Agriculture, foresuy 4,825 0.01 0.03 0.96
Construction 18,317 0.18 0.05 0.82
Pubilic utilities 97,836 0.88 0.07 0.06
Transport 19,082 0.78 0.01 0.21
Others 78,784 0.30 0.08 0.02
Commerce 30,738 0.01 0.05 0.95
Services 84,656 0.27 0.04 0.69
Tota! 407,557 0.37 0.15 048

'Source: "Issues and Evidence on Recent Brazilian Economic
Growth", by E.L. Bacha, in World Development, 1977,
Vol. 5, Nos. 1/2, pp. 47-67.




company SIDERBRAS controls production and sales plan or iron and
steel. The state-owned Cia Vale do Pio Doce (CVE) has formed a
partnership with Japanese aluminium makers and Norwegian capital

ina § 200 million undertaking called Albras to produce alumina -
aluminium near the citv of Belem. CVHD has a joint venture with Japan
Pulp Resources Development, and is among the companies selected to

develop the Minas Gerais phosvhate find.

An example of how, in Northeast, SUDESE projects are financed
is provided by Cimento Aratu, a2 second-tier subsidiar~ of Lone Star
Cement of the US.For the USS$ 1C million expansion of its plant in
Salvador, Bahia, about 25 per cent of the funds came from Cimento
Aratu's retained earnings, some 25 per cent from supoliers' credits
and the remaining 50.per cent from SUDENE. Another example is Microlite
do Nordeste in Recife, a drv-cell batter- venture of ESB, FRG's Varta
and the established Sao Paulo-based firm of Microlite. Of the total
Cr 25 million investment, 75 per cent is SUDENE's. The re-
mainder of financing came from Bank of Northeast of Brazil (BNB) in the

form of long-term, low-interest loans.

Xerox also used tax credits granted its subsidiar—-, Xerox do Brasil,

to help finance Metalquimica do Bahia, a venture in the Northeast to

make toner powder for cooying machines.




The Government's national development plan states as one of its
objectives to assist and stirengthen SMI's as part of its effort of
decentralizing industrial production and increasing employment. TIn this
regard, steps have been taken to strengthen the Brazilian Center for
Managerial Assistance to Small and Medjum Industries (CBRAE), and to
jdentify industries which would particularly deserve support because of

their comparative advantage or greater efficiency.

Although the latest available data on the size structure of firms
comes from the 1970 industrial census (see attached table) and total
industrial output has grown approximately 6C per cent in real terms
since then till 1975, the data suggest that small and medium firms play
an important role in tke manufacturing sector. Firms with less than 250
employees accounted for 62 per cent of manufacturing employment in 1970,
compared to 54 per cent.in 1959, they also accounted for 55 per cent of
manufacturing value added in 1970, compared to 45 per cent in 1959.
Smaller enterprises have thus managed to increase their share of both
employment and value added. The role of SMl's is particularly prominent
in the more traditional labour-intensive industries, producing items of

mass consumption (wood furniture, leather products, apparel and food).

With SMI's requiring less capital investment per job than larger
industries, their expansion would have significant employment generation
effecta. Investigations of horsepower consumed per unit of labour
generally suggest that firms in the 20 to 250 workeTs range tend to be
more labour-intensive, at least as measured by the ratio of capital to

labour, then either larger or smaller firms.
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Table 7. Size of menufacturine firm and value added

Size of firms Number of wcrkers Gross value added
(¥umber of workers) (thousands) (millions of 1973 Cr3)
1959 1970 1359 1970
5-249(4) T27.4 1,387.8 17,241.6 41,426.1
250-499 196.4 348.9 5,6G4.1 13,574.5
500 and over 420.4 485.5 13,907.2 20,630.2
Total(B) 1,344.2 2,222.2 36,842.9 75,63C.8

(1)/(B)

54% 62% 46% 55%

Source:

Brazilian Institute of Geography and Statistics, 1975

Regional dispersion of industrial activity

Industries located in the southern part of the countr: (Sao
Paolo, Rio de Janeiro, Belo Horizonte) account for 90 per cent of
Brazil's manufacturing value added and 36 ver cent of employment.

in 1976.

In spite of the Northeast industirializaticn orogramme

‘implemented by SUDENE and BNDZ's financial incentives to

industrialize the least develoved regions,; the pattern of geo-
graphic disvribution has not changed, thouzh these measures
probably prevented a widening of the gap between the .least developed

regions ana the rest of the country.

Companies investing in the Northeast and other reg:»ns rely
heavily on southern Brazil for sales and funding. FPindins manage-
rnent personnel, engineers and skilied workers, most of whom have
to be imported from the southern part of the countrv, is difficult

and costly.

The Brazilian Government earmarks a cgiven oortion of its
budget, between 4 per cent and 3 ver cent, for regional develorn-
ment. Funds assigmed to the rersians nave risen steadilv
with the continuing rise in tne natiomnal budget. The exmenditure
of these funds is at the discretion of the individual States ani they

do not include those items within the Sectoral budrets (public

works, education, welfamq,eners -, etc.).




The trade balance and the balznce of pajmentis

The trade balance (oetween merchaniise 2xpcris znd imnoris) was

-k mt Ll
positive between 1967 and 197U (the firzt ihree years =f ihe docm),

and then it reversed itself becoming mo
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ir negavive betlwean the
years 1371 and 1373. Starting in 1874 and 1275, heuever, <he trads
balance became hignly negzstive, cn the order of US$4.7 rillion in
1974 ancé US$3.5 billiocn in 1875. This was due less *o the slower

rise in the value of exports ithan to thae shnarp increese in merchandise
imports. These jumped from U536.2 tillion in 1373 to US312.5 bdillion

in 1974 and remained at that level (US$12.2 viliien) in 1975.

Adding to this the cost of services, th: current account remained
in deficit throughout this whole pericd: only mcderately so betwveen
1968 and 1971, iripling detween 1974 and 15723, ard rising azzin in
1974 znd 1975. These deficits were cffset in *he mzin by continuous
increzses in the capital zccount. While direct foreign investiment
continued to rise, the main offset was due to the large increzses in
loans and other financing. This was reflacizad in the rise of the
foreign debt which rose from US$3.5 billion in 1372 t¢ US$22.2 billiem
in 1975.

The trade balance which was strongls negziive in 1974 and 1375

was moderated in 1976 and even beca-e -osizive(USSOT million) in
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o
Eowever, it Gecame negative again in 1978 (USS286 million).

The balance on current accoust has no* cezged from being negative
during the past 10 years, but 1% hag teen redrecszed ty <ontinuing net

capital inflows. (Tables 8 and 9)
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Table 8. Balance of paynents: 1968-75 - summary accouats
(US $ million)

1568 1969 1970 1971 1972 1973 1974 1975
Trade balance + 26 + 378 + 232 - M - 244 + 7 - 4634 - 3514
Exporis (FOB) + 1,881 + 2,311 + 2,739 + 2,904 + 399 + 6,199 + 1951 + 8,655

!mpors (FOB) - 1,855 - 1993 - 2,507 - 3,245 - 4,238 - 6,192 -12,635 -12,169
Balance of Services - 556 - 630 - &8I5 - 980 - 1,250 - 1,722 ~ 2,453 - 3450
Non-factor services - 256 - 299 - 397 - 490 - 649 - 965 - 1490 - 1,637
Factor »rvices - 300 - 331 - 418 - 490 - 601 - 157 - 973 - 1.813
- (nterest costs) (- 156) (- 204) (- 284) (- 344) (- 489 (- 839) (- 1,385) (- 1,776)
Cunrent account defict - 530 - 312 - 283 - 132 - 1,494 - LS - 7,147 - 6.964
Zapital 2coount v 341 + &7 + 1015 + 1,846 + 3,492 * 3512 + 6235 + 5,912

Direct invesiment - 61 + 1N + IR + 168 « 318 + 949 + 887 + 1
. Loans and financing + 533 + 1,023 + 1,433 2,037 4,299 4,495 ~ 6,886 + 5177

+
+
+

Amortizations - a4 - 493 - &N - 850 - 1,202 - 1,672 - 1,940 - 2,088
. Short-term capital * 381 +  i64 « 122 ¢ 491 + 7 - 251 + 402 + 1946
Overall balance® (11l + 1V) L 74 349 v 345 + 330 » 2439 + 2179 - 938 - 1,052

Source: Banco Central do Brazil, for 1975, preliminary estimates

3/ Is act exactly the algebraic sum of III and IV due to the 'Error
and Omissions' item.
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Table 9. Brazilian balance of payments

(US$ million)

Ttem 1976 977 1978
Trade baiance — FOB (A) —2 255 97 —98§
Exports 10128 12120 12 631
Imports 12 383 12023 13639
Services (B) -~31763 —4134 —4975
Reccipts 1322 1 586 2016
Payments 5085 5720 6991
Intzrest 2091 2462 3342
Profits and dividends 383 458 Shé
Other 2611 2800 30835
Unrequited transfers (C) 1 0 72
Receipts 108 127 252
Paynients 107 127 180
Current trunsactions (A + B + C) —6017 —4037 —5 861
Net coputat flow 6 806 5269 9439
Investments (nei) 959 810 906
Foreign investonent (net) 1142 936 1031
Brazilian investment abroad {(net) —183 —146 —123
Financing and loans 13523 13587 1382
Internziional orgenizations and
governmentcl agencies 776 804 952
Supoliers’ credit (over 360 days) 1017 1128 904
Brazilian loaus and fincncing
abroad —270 —~342 —474
Currency loan: 593 6118 11312
Bonrds 209 718 933
Otiier 1062 96 71
Amonrtizations -2987 —4 069 ~5170
Net errurs and omissions 403 —602 332
Surplus or dzficit 1192 630 3880
.-“‘

Source: Central Bank of Brazil, 1978 Report
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Merchandise exvor:s

Merchandise axporis grew by over six itimes between 1368 and
1978, rising from US81,881 million to an estimated US$12,650 million.
Manufactured and semi-processed goods rose from a %total of US$350
million to almost US$6,000 million. This increase of 17 times that
of the earlier year raised its share of total merchandise exports
from 18.8 per cent in 1968 to 47.4 per cent in 1978. (Table 10).
Products showing increases run across the board from traditional to
the non-traditional. Footwear rose from a mere US$500,000 in 1968 to
US$175 million in 1976, processed beef from US%12.6 million to USS113.6
millicn, and vegetables and fruit juices from US%11.8 million to
US8104.4 million. On the non-traditional side: boilers, machines and
mechanical instruments rose from US313,0 million to US$266.2 million,
electrical machinery from US$5.9 million to US3189.4 million, rolling
stock and vehicles from US$3.9 million to US%371.1 aillion, and other
mamufactures from US$112,0 million to US21,209,8 million,
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Table 10. Brazil: merchandise exports, 1964-1977
(US$ million)

Tear Ferchandise Sewmi- Yanufaciured Fanufactures
axperts preocessed and
semi~preccessed
2s a § of
¥erchandise Zxperis

1954 - 115 89 14.3
1965 - 154 129 17.7
1966 - 141 142 16.3
1967 - 147 164 18.8
1968 1,881 176 175 12.8
1569 2,311 211 245 19.7
1970 2,739 249 166 22.5
1971 2,904 241 523 26.3
1972 3,991 310 830 28.6
1973 6,199 476 1,328 29.1
1974 T,551 634 2,08 34.2
1975 8,670 645 2,379 34.9
19756 10, 128 790 2,449 32.0
1977 12,135 988 3,388 %.0/
1918 12,850 1,384 4,614 47.4

Source: Central Bank of Brazil
1/ Not including refined sugar and soluble coffre.

Note: Merchandise exportis also include agricultural, mineral and other
exports.




Merchandise imporis

While exports were rising at unprecedenied rates in the last
decade and a half, imports were increasing even faster. Thus, while
exports rose from US1,654 million in 1967 to USdollar 8,655 million
in 1975 or by 118.9 per cent, imports rose from USdollar 1,441 million
to USdollar 12,169 million or by 233.2 per cent - twice as fast.
(Table 14). Two groups of products accounted for this behavior on
the part of imports -~ capital goods and 0il products. During the boom
years, capital goods accounted for as much as 41.3 per cent of total
imports (1971). While this has fallen off, it still remains high.
The vélue of oil products quadrupled following the rise in oil prices
by OPEC. These rose from USdollar 727 million in 1973 to USdollar
2,908 million in 1975, the proportion of toial imports rising from
11.7 per cent to 23.9 per cent. The value of imported consumer goods,
although they have continued to rise in absoclute terms, represent

approximately half of their share a decade ago. (Tables 11 and 12 )




Table 11.
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Imports by major groups, 1965-75

(In USS milions and &)

Capiiz® goods Raw materials Consuiner goods Qil products
Value % of Value % of Vilue %of Value % of
uss total Uss total uss3 total USS total
million imports million imports miilion imports million imports
B6es 237 25.2 429 45.6 107 11.4 168 178
1966 366 28.1 594 45.6 157 12.0 186 14.3
1967 459 319 594 41.2 216 15.0 172 119
1968 625 332 D! 41.6 253 13.8 206 10.9
1969 738 37.0 766 38.4 259 13.0 230 116
1970 946 377 927 37.0 360 14.4 274 10.9
1971 1,339 41.3 1,314 40.5 256 1.9 336 10.3
1972 1,734 41.0 1.614 38.1 463 10.9 420 10.0
1973 2,143 34.6 2,606 42.1 716 11.6 121 11.7
1374 3,108 24.8 5,661 45.2 949 16 2,812 22.4
197S 3,932 323 4,501 37.0 828 6.8 2,908 239
Source: "The Brazilian Economy in the Seventies: 0ld and New
Developments", by P.S. Malan and R. Bonelli, IPEA/INPES, in
World Development, 1977, Vol. 5, Nos. 1/2.
Table 12. Exports and imports: price and quantum indices:
terms of trade ant import capacity, 1967-75
(1967 = 100)
Exports Imports
Value Value
uss Uss Terms of Import
Year Million Quantum Prices Million Quantum Prices trade cagacity
1967 1,654 100.0 100.0 1,441 100.0 100.0 100.0 100.0
1968 1,881 114.9 98.7 1,855 123.5 102.9 95.9 110.2
1969 2,311 130.7 101.5 1,993 128.7 101.0 100.5 131.4
1970 2,739 1347 1147 2,507 154.8 102.9 111.5 150.2
1971 2,904 142.6 110.7 3,247 188.7 106.9 103.6 147.7
1972 3,991 181.2 1249 4,238 226.7 114.7 108.9 197.3
1973 6,199 208.9 171.6 6,192 276.5 1431 119.9 250.5
1974 7,951 205.2 223.1 12,635 370.2 2164 103.1 211.6
1975 8,655 2189 227.6 12,169 333.2 236.5 96.2 210.7

Source; TIbid.
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Foreign direct investments and reinvestments

Total foreign direct investments and reinvestments in 3razil were
registered at US$13.7 billion bv the Central Bank at the end of 1978,
This was about US$2.5 billion higher than the rear before.

The mamufacturing sector had the lion's share, US%10.6 billion,
or 77.4 per cent of the total. The branches with the highest foreign
investment were transport equipment (mainly automotive vehicles but
including automotive vehicle parts, shipouilding, railway equipment),
chemicals, metallurgy, mechanics, and electrical and communication
material. But the range is considerable to include foodstuffs, con-
struction materials, textiles, cellulose, paper and cardboard, rubber,
etc. Investment in services amounted to U33%2.3 billion which included
banks and other financial institutions and consulting, advertising,

and representational firms.

Although the United Statee was the countr- with the largest
investment, US$3.8 hillion in 1978, the investments of the European
Economic Communitv as a group totalled US34.5 billion. Within the E.E.C.,
the Federal Republic of Germanv had US$2.1 billion and France a
little over half a billion dollars. The Burovean Free Trade Association
(EPTA) had over US$2.0 billion as a group, with Switzerland having
US%1.6 billion and Sweden over US$300 million. (Tables 13 and 1)

A general consensus exdsts that foreign investment is necessarw,
particularly for the transfer of capital and technology in capital
goods production, but still reservations are expressed with respect
to the rising return flow of interest and profits. During '"good" vears,
these are offset by re-investment in the host countr~ and, indeed, b~r
further increases in direct investment, but in "bad" vears (if exports
should fall or if the economy passes into the downward phase of the
economic cycle), then the repatriation of profits and jinterest become
a burden on the balance of paments. In practice, these "worst" cases
have been handled with assistance from the Internationel lMonetar Fund

and/or re-scheduling of maturities with foreigm creditors.
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While the Government believes that foreign invesimeni can make

a major contribution to industrial developmert, 1T nas vecome BOTS
% selective about the kind of investment it will encourage. It partl~
reflects a desire to protect. locally owned industries. The Industrial
Development Council {CDI) has become more discriminating in parcelling
out incentives, as have other agencies hardling imports and official

credit.

Foreign investment is especially welccme in agricultural and
livestock production, large-scale agritusiness projects in the Amazon
region, petrochemicals and industry in general if a venture is geared

to exports or import substitutes or to introduce sophisticated technology.

The government has introduced mechanism for shoring up hard-pressed
local firmsin danger of takeover by foreign comganies, and in 1977, the
Economic Development Council (CDE) estzblished guidelines tending to
favour local firms for the capital gecods,incustrial raw materials,
technical services and mining industries. Under these rules, the government
is required to give preference for invesiment opportunities in these
fields to local capital and to consider foreign investiment only if
Brazilian-owned tusiness cannot do the job adequately. Local enterprises

are also favoured in regard to credit, technology and other incentives

to sharpen their competitive edge vis-a-vis foreign-owmed subsidiaries.

For example, the National Economic Development Bank (BNDZ) has created
subsidiaries, Brazilian Mechanics Fnterprise (ZMBRAMEC) and Brazilian
Investments Co. (IMBéASA) to extend credit or to take egquity in hard-

pressed local ‘industries, or to join them in joint ventures with foreign
companies to ensure majority-Brazilian control. The traditional

Brazilian desire for majority ovmership in natural resources development

and in basic sectors such as mining and steel continues. In case cooperation
with foreign enterprise is necessary, its joint venture with local enter-

prise is preferred to its subsidiary's loczl operation.
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Brazil's foreign investment rules are likely to be altered
drastically in the next few years, but the government will continue
to strengthen local firms through administraiive measures. In a few
manufacturing areas, such as commnications eguipment, foreign firms
are under increasing pressure to establish joint ventures with local
capital. The trend was underlined by the government in late 1977. The
administration had invited proposals to produce minicomputers for 2
reserved markei, then unprecedently rejected the bids of several
foreign firms in favour of four new local companies with no previous
experience in the field. The technology will be contiracted abroad.
This pattern marks a high point in government prefereuce for
local enterprise, which could very well be repeated in other sectors

in which the state is a major cusicmer.
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m ‘o . . .
Table 13. Position of foreign direct investments and reinvestments resi stered
in Brazil accordinz to tyces of activity - -

1/
-
(1S million)
- s
[ P

taast. Reiment Tol ifve Qeinnent Toral
Fﬂd 7 540 Jole nms 8 8% 4842 1) 740 .
i Aineral ettrocrne mndusire b2 36 6 ol 2 251 '
+ Munwfocinrmg idusiry 552t 3 000 | 330 o 004 3989 10593 |
| Nom-weteliic memerek | 14 124 38 136 148 b l

Comsiruction masenal, crremucs und cement gonds on b s 3 L3 103

Corment ! pL} & 0 © 82 2

Glaxs end crysel ? 2 ] 0 ) %

Mealhrgy L] 2% 951 809 1% 1188

Sered x3 % R ] 247 &5 n2

Oxier 447 a0 o7 582 31 453
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Elicirn: and commynicsrions materel 042 3% Yol 803 304 1195
Tramspesr: metynal 1010 538 1 548 1158 4T 1508 |
Shiphuilding 3] 1 o8 62 n Iy

Ruibwsr equapment 9 2 1 s 2 1
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! Celluirae, poper ond cardinerd m 9% 208 us oo 324
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: Chemuculs 1018 Sod 1282 - 1203 ] 1999

! Basx chemical products 88 b3 4) 111s 40 454 1408

Prrrodesm bn-produce 2 196 208 92 s Bl )
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Mowwre end feriszees ue 12 1 = 13 144

Medicinad. pharmecruincs! ond resennery producss 301 1% 457 37t 2 574

i gf{-"’ 180 9t b ] it Tt He

’ Ioting, [otwrer and cioih prreds 81 1Q 6l 52 44 &9

| Fresdsinfts pa 341 7 b 42 (L]

; ?:\;rmz. roesting and frinding ] © 58 s 8 o

H wd porage 1n 0 1 13 i 14

| Orher frod products w 1 508 148 363 ot

j E.3 19 8 41 x si

I bt £ t0 102 18 1 1%

Pubhshing and prnimg 13 i b 1 s 2

Orher ) 12 pal 148 148 .} 7

1 Pubdic wnkey mrvecn 116 108 224 124 114 38

Prducimn und disindeice of circircel reeng: 102 103 205 102 108 e

Priocductnm end disirniuimm of pas 4 1 s 4 3 T

Mannme and nver iransport 4 h) T ] 2 7

Highwar ranspors s 1 6 u 1 12

Air rranspor 0 - o} 1 ] 1

Sanitaima servrces 1 - 1 1 0 1

Werrr supply 0 0 0 [+ 0 0

Agncuitere «© 12 52 -~ - [

Services 1497 54 1894 145 563 1308

Rewl estaie o~ 4 -8 8 4 [

Con i od P bonks and ather

Iﬁuuc-l mevirniions pit) 47 402 394 102 496

nsurmacy compearss u %) M n D 1

‘1.'“- 18 ] 18 18 i 19

prese s Ly . ads
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- Source: Report of the Central Bank of Brazil, 1378.

l/ The above data refer to the direct foreign investments registered by the Banco
Central and, thus, do not correspond to the firures included in the balances of
payments which specify the outflow an inflow effected during the period. Loans ani

financing are not included.
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Table 14 . Position of foreign direct investments and reinvestments

registered in Brazil by countries and economic bloes 1/

(US$ million)

ET U i 3127

ltem
Invest.  Reimest.  Total Invess. Reinvest. Total
Totat 7540 3688 11 228 &5 898 4842 13740
LAFTA 45 8 53 71 11 82
Argentina 14 6 X0 15 6 21
Mexico 8 0 8 7 1 8
Uruguay 12 0 12 38 1 39
Venezuela 1 2 13 11 3 14
Cosra Rica 0 — 0 4] —_ 0
Panama 169 185 354 177 199 376
Canada 374 146 320 414 284 698
Unirted States 2117 1301 3418 21281 1541 3822
Other American countries 170 188 358 188 213 401
Netheriands Aniilies 82 146 228 86 159 243
Bohamas 47 28 73 51 33 84
Bermudas 41 14 53 31 21 72
zechoslovakia 0 — 0 0 - 0
EEC 2207 1225 3432 2823 1642 4 465
Federul Republic of Termany 1078 456 1534 1452 645 2097
Belgium 7 0 131 88 93 181
Denmark 23 2 25 26 2 28
Luxembourg 223 79 k[0 233 95 28
France 214 216 430 299 280 $79
laly 102 55 137 135 RR! 208
Netherlands 150 156 306 177 123 300
United Kingdom 346 201 47 413 N 744
EFTA 977 329 1 306 1 251 786 2037
Ausiria 8 3 11 8 4 12
Norway 22 1 bk 24 0 24
Portugal W% i k¥ 9 2 k)|
Sweden 144 89 233 217 124 341
Swirzeriand 767 435 1202 973 636 1629
Other European countries 3 3 14 37 4 a1
Spain 28 0 28 32 1 33
Finland 3 3 o S 3 8
Yugosldvia 0 0 0 0 0 0
Asia, excluded Middle East 117% 69 1245 1345 110 14583
Japan 1134 69 1203 1293 110 1403
Hong-Kong 42 - 42 $2 0 52
Lebanon 1 0 1 1 o .
Liberia 45 - 45 46 - 4
Australia s 0 S S 0 S
South Africa 45 - 45 49 - 49
Kuwait 4 - 4 7 - 7
Cayman 39 3 42 42 S 47
Iran 64 3 67 73 4 77
Liechtenstein 69 3 97 &5 43 129
Other 2 0 2 2 0 2

Source: Report of the Central Bank of Brazil, 1378.

Y

The above data refer to the direct foreigpn investments registered by the
Banco Central and, thus, do not correspond to the fiecures included irn the
balance of payments which specify the outflow and inflow effected during
the pericd. Loans and financing are not included.
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Inflation

When the military Government took over in 1364, imfiatica wae
running at close to 100 per cent for the year. Since that time,
there has been a definite subsidence to lower levels. In 1973,
inflation fell to 15.1 per cent. It is noteworthy that this
occurred at the peak of the 1968 -73 boom. Since that time, the
rate has climbed, reaching 46.3 per cent in 1976 before subsiding
%0 38.8 per cent in 1977 and 40.8 per cent in 1978. The Wholesale
Price Index has moved in confocrmity with the General Price Index,
with the exception of comstruction materials which run somewhat
higher. (Table 15)




Tablae _15_ "

General price {ndex — wholesale price index

General

Wholesale price index (dumeatic)

Rio de Janeiro

Fercent change ov

¢ _previous pariod

Whol~sale pr

Petce index Total Conatruct lon Foodatull cost-ol- Totsl Conetruct Foodatulf
(domeatic) matcrials Living materiale

1963 12 n 1 68 10 33.6 62,3 47,1

1966 100 10} 98 inl 100 Lyl 38,8 30.6

1967 128 128 [B1} 129 130 26,7 J3.8 23.2

1968 159 15?2 tn 150 159 2.7 5.1 16.)

1969 192 18 210 185 194 19.1 10.6 3.3

1920 230 ) ) 228 238 19.2 12,8 13,1

ton m N 28) 29) 286 21.9% 14.¢ 26,5

1972 324 e %o )52 ) 17.7 20.1 0.1

(LI 17) 68 41y 406 s 15.4 21.3 15.)

14 480 4)5 354 320 L9 9.1 3 28.1

1975 61) 607 687 668 618 2].8 .0 26,3

1974 866 as2 956 K6 8 40,4 19.2 k7.6

1975 January S4d 541 632 59) Sh; 2.4 2.1 2.8 2.1 2.8
February 358 554 644 603 558 2,2 2.4 1.9 1.0 1.0
March 567 560 652 61l 561 1.4 1.1 1.1 1.¢ 1.0
Aprtl s 369 656 616 380 1.7 1.6 0.6 0.8 2.1
May 569 s80 676 624 59: 2.0 1.9 3.0 1.} 2.1
fune 602 593 684 64) 603 2.) 2.6 1.2 2.7 2.2
luly 615 607 691 658 620 2.1 2.0 1.0 2.6 2.5
Auguat 632 624 696 698 641 3.2 2.8 0.7 6.1 3.4
Septuemher 647 640 14 11) (33} 1.2 2.6 2.6 3.4 2.2
October 661 657 ne M) (11} 2.} 2.7 0.7 1.4 2.0
November 616 671 136 145 68) 2.1 2.1 2.4 1.6 2.2
Necoemher 690 686 745 m 6948 2.) 2.2 1.2 ). ¢ 2.2

1976 January n? 104 180 84 127 ). 2 2.6 4.1 1,6 4.2
Fehrnary 12y 110 194 022 765 4.1 1.7 1.8 h.9 3.1
Mrrch 169 %7 82 .1} 189 ),? 1.7 3.8 5.5 3.1
April 197 784 836 903 al? b ) ). 6 3.9 4.3 3.6
Hay 823 a0? 901 936 a4b 3.5 2.9 5.) ). 4 3.4
June 847 823 928 952 an9 2.7 2.2 3.0 1,7 2,7
July 879 asl 957 99) 890 ).8 4.) LIS b, 1.4
Auguat 913 902 1,041 1,049 914 4.1 4.0 8.8 5.6 1.7
September 96 934 1,076 1,09) 942 3.4 1.3 3.) 4.2 3.1
Octaber 969 955 1,094 1,12 966 2.4 2.2 1.4 2.8 2.6
November 33) 921 1,101 1,165 984 1.9 1.7 0.9 2,0 1.9
Becomber 1,010 994 1,120 1,199 1,011 2,) 2.4 1.2 1.2 2.7

1977 January 1,042 1,024 1,161 1,19} 1,062 3.7 3.0 3.7 1.9 5.0
Februasry 1,081 1,053 1,189 1,20 1,096 3.2 .8 2.4 1.0 3.2
Harch 1,128 1,098 1,20 1,308 1,042 4.1 h.) 1.9 7.5 4,2
Ape il LN 1,146 1,28) 1,182 1,180 4.1 4.4 2.6 5.7 3.
Hay 1,23 1,184 1,282 1,615 1,221 ). 6 ).} 3.3 2.4 3.5
hine V1,20 1,20) 1N [IRA) 1,25} 2.0 1.6 2,) 1) 2.6

Sources

Report of Central Bank,

Rio de Janelro
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“napter TII

PHYSICAL AND INSTITUTICNAL INFRASTRUCTURE

Vocational Training

The National Confederation of Industries maintains the Natiovnal
Industrial Apprentice Service (SENAI). It has beccome increasingly
important for persons seeking employment in industries to acquire
a SENAI diploma. This is issued to those who complete vocational
training for six months at a SENAI school or obtain on-the-job
training.

In 1976, the Government put into effect a srsiem of
incentives for personnel training, urder which firms ma~ deduct
from taxable income twice the cost of estiablishing and running
programmes avproved by the Labour Minisirw, uo to a limit of 10 per
cent of tax liabilitv. 4 Federal Labour Council (Conselho Federal
do Mao de Obra) was created to consider projec:s and issue certifi-

catets, which are needed for obtaining the deductions.

General education has steadily been expanded as shown by the

following information taken from Second National Development Plan:

Table 16. Projected exvansion of general educaticn

" (Projection) (3B)/(4)
1970(4) 1920( 3} Increase

School enrolment (age 15

and above) €71% 9%

Flementary schocl enrolment 61% 92,

Elementary schoosl enrclnient

(million percons) 15.9 24.3 53%
Secondery schocl enrciment

(miliion percons) 1.1 2.7 143%
Higher schocl enrolment

(million persons) 423.0 1,870.0 340%
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Yesearch and Vevelopment

Organization

The National Council for Scientific and Technological Develooment,

attached to the Planning Secretariat of the O0ffice of the President, 1is

the principal instrument of Government for co-ordinating scientific and

technological policies,

The Second National Development Plan recommends inplementing the

Second Basic Plan for Scientific and Technological Develovment (PEDCT,

1975-79) to include priority programmes and projects of the national

gystem in the areas of different ministries. PBDCT has, at its disposal,

apart from the normal resources of the ministries, the National Fund for

Scientific and Technological Development (FUNTEC) which has earmarked

Cr$ 22 billion for research and development for indusirial technologies.
These are supplemented by (BNIE).

bo

Industrial technologs develovment nolicies

Technical research and development is given a2 nigh prioritv in the

country's industrial development orogramme. The main nolicies are:

(iii)

Technolog~ adaptation: The Government encourages and regulates

the inflow of foreign technology br selecting, assimilating
and adapting through various measures imposed on the impo-t of
technolog.

Costs of technology transfer:Brazil is increasingly concerned

with improving, expanding and modernizing its industrial sector
through the adoption of the best available technolog- at a
minimum cost which also meets the requiremeats and conditione
of its general pattern of development.

Foreign collaboration in the transfer of industrial capacities

and actual redenlovment orojects: The inflow and absorption of

foreign capital is encouraged in order to suovlement domesiic
resour~2s on the basis of variousz esta2blished nrincinles of co-

operation ani broadl - defined areas of investiment.
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(iv) Strengthening Institutional Infrastructure

(a) Expansion and intensification of the activities
of industrial propert -, metrologv, quality contreol,

standardization and certification;

(v) Establishment of programmes for the transfer

of modern technologv to small and medium-size
companies;
(¢) Strengthening of national consultancy firms in

the areas of processing, production and detail

engineering.
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Chapter 1V

TEE SECOND PLAR OF IEVELOPMENT (1975-79)

Objectives and Industrial! Strategy

Recent studies have shown that the Brazilian boom of 1968-73
was nearing its end for internal reasons, and that the external
factors - the sharp rise in oil prices in October of 1973 and the
slowdown of the economies of the world's leading market economies
in 1974 - simply gave the coup de grace to a situation that was:
in the making. The reasons adduced for the termination of the

boom are: most branches of industry were already operating at

full capacity or at rates nearing capacity; the supply of skilled
labour was becoming short; the terms of trade which had favoured
Brazil during the late sixties and early seventies were now
turning against her; this, and the comtinuing rise in the wvalue

of imports, and particularly of capital goods which were needed

to extend the boom, turned the balance of payments highly negative;
and finally the contimuing inflow of foreign funds and the over-
flow of the expansive monetazy and credit policy through early

1974 contributed to setting in motion a new spiral of inflationm.

In the light of these conditions, the successor (military)
Government of General Geisel set itself a new set of objectives
which were: (a) maintain the accelerated rate of growth of the
past few years and increase the number of job opportunities; )

(b) contain inflation in a gradual manner; (c) keep the balance

of payments in relative equilibrium; (d) improve the distribution
of personal and regional incomes; (e) preserve social and political
stability encouraging the participation of the average man and
womann in the decision-making process and (f) achieve development
while conserving the country's patrimony of natural resources

and without deterioration in the quality of life.

It ie evident that reconciling “hese objectives is not easy
even under normal circumstances, and that to some degree they are

bound to conflict with each other. Thus, a high.rate of growth
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can upset the balance of payments and accelerate inflation Ly in-

crsasing overall demand. in particular, for imports. A substantial

improvement in the balance of payments creates internal financial

problems since the funds deriving from the excess of exporis over

imports is added to the supply of money and complicates the control

of inflation. A policy of control over imports or containment of 1
inflation could have negative effects over the rate of growth.

The essential elements of the industrial sirategy in the

Second Development Plan were:

1. Initiate a new phase of import substitution particularly in
regard to the basic sectors in order to correct imbaiances in

the industrial structure and save foreign exchange.

2. Pacilitate the development of industries through the private
sector, and ensure an important role for national enterprises

in the more dynamic subsectors as well as in the traditional

ones .l/

3. Utilization of the concept of a partnership between domestic
and foreign private capital for development, as was done
earlier for the shipbuilding, capital goods, and petrochemical

industries.

4. Continue the efforts of integrating Brazil with the world
cconomy, opening up of new markets and taking advantage of the
detente among the world's blocks.

1/ "In Industry .... the guiding principle has been to leave the
function of investment and production to private initiative, with
an adequate degree of profitability. Projects will only come
under the control of governmental institutions if in practice
private initiative demonstrates clearly that it either cannot or
does not want to undertake them (for reasons connected with the
volume of investment, low profitability or technology). An example
is that of the steel plate industry. Furthermore, although they
have to assume the command of certain projects, government enter-
prises will normally try to associate themselves with the private
gector which uses the product and, whenever possible, at some date
in the furture, pass the initiative into the hands of btusinessmen."
(II National Development Plan, 1975-79, p.38)

\
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being considered were: iron and sieel, non-ferrous metals in particular
aluminium, netrnchemical oroducts, fertilizers, vesticides, paper an
cellulose, pharmaceuticals,and certain non-metallic minerals (cement,
sulphur and some others). It also included ovening new fields for ihe
exportation of manufactured goods of greater technological complexit:

to complement the exports of the traditional industries. These newer
fields include: large-scale computers, nini-computers, ships, motor

cars, buses and trucks, engines and other components of the automobile
industry, agricultural equipment, roadmaking and hvdroeleciric equipment,
machine +%ools and instruments, steel preoducts and factories for the
production of semi-finished goods Ior exports, capital goods equipment
and components, watches and precision instruments. Greater impulse

would be given to technological develovment: an extensive programme

of industrial standardization, modarmization c¢f the patent control svsiem,
establishment of a sy/stem of ¢echnclogical infermation. and the strengtheninzg

of the project engineering and technical consuliing firms.

Progress achieved under the Second Plan of Develooment

(a) Summary

.Planned economic and social indicators published bv the Government in
September of 1974 were optimistic. They suggesied a rate of growth
for G.D.P. of 10 per cent annually for the period 1974-73, and other
indicators such as personal consumption, industrial precduction,
industrial employment, and value of exportis were similarly in the
spirit of the period that was left behind and not that which lay
ahead. The Minister of the Planning Office had occasion to point
to the tentative character of the indicators and to the fact that
they were to be revised annually. In a susequent publication, he summed up
the progress achieved in the period between 1973 and 1978. (Table17 )

Despite the more sober world scene from 1974 on, continue

progress across a number of fronts was achieved. The gains
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between 1973-78, such as a rate of growth of 6.74 per cent in G.D.P.
and a 7.35 per cent in the value of exports, are little better inan
half of the rates of growth of the boom years; nevertheless, they

rank near the top among the developing countries.

Brazil also came through this period with its foreign exchange
reserves at a very high level, and its deficit on current account in
a proper relation to exports and to overall output. Foreign exchange
reserves were over $ 12 billion at the end of 1978. The relation
of the current account deficit to G.D.P. was .02 in 1972 and 1973,
rose to .07 in 1974, and then declined over the next three years tc
.025. In 1978, it rose slightly to .03.

Inflation remains intractable, *hough some progress was made,
having registered 46.3 per cent in 1976, 38.8 per cent in 1977, and
40.8 per cent in 1978.

Table 17, Brazil: Comparison of 1975-79
1973-78 achievement

Indicators II Plan 1973-18 Average
— 1975-19 4, of Growth “Armual
% of Growth Total % growth
1. GDP 61 39 6.74
2. Population 15 15 2.80
3. GNP per Capita 40 21 3.85
4. Cross Fixed Investm. 61 34 6.10
5. Personal Cons. 55 35 6.22
6. Industrial Product 76 42 7.35
7. Product of Manuf. Ind. 78 39 6.76
8. Agricultural Pdt. 40 26 4.74
9. Employment in NFG 27 16 3.04
10. Exports 150 102 15.1

Sources: Second Plan of Development (1375-79) and Preliminary Balance of
the Second Plan of Devleopment by Joao Paulo dos Reis Velloso,
Dec. 1978, Secretariat of Planning of the Office of the Presidency
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(v) Evolution of Manufacturing Production, 1372-78

e e ———

In the period since the end of the voom, the grewth of manufacturing
has proceeded at an average rate of 6.4 per cent or half of what it was
in the earlier period. Even so, this was achieved with considerable
variations from yeﬁr to year. Tr-» slowdown in the years 1974 and 1975 of course,
was associated with the world recession following the rise ir oil prices.
The recovery in 1976 was, again, associated with the upward movement of
world trade and the recovery of the industrizlized markets impo tant to
Brazil. But the rising inflation and the impelling crmstraiats of rising
imports and the current account deficit took its toll in the mamufacturing
sector in 1977, before resuming its climb in 1978. A similar performance
is estimated for the year 1979 as in 1978, with G.D.P. growing at about
6 per cent and industry (manufacturing included) at 8 per cent. (Table 18)

Worth mentioning are the relative weights of the subsectors in the
computations of manufacturing production. Adding the weights of the more
recently developed industries - metal-mechanics, machinery and tools,
transport materials, chemicals and plastics - one accounts for roughly
half of total production. (Table 19 )




=

Table 18. frowth of ma-ufacturirs indussrs, 1972-72

{ner cent)

1972 1973 1974 1975 1976 1377

onmetallic Mineral 13.8 16.3 14.8 9.0 10.8 3.2 5.6
etallurgy 12.3 9.4 5.2 9.2 9.2 3.7 5.5
“achinery 19.9 28.5 11.6 15.1 6.1 = 2.7 el
Zlectrical and Communications o o
Zquipoent 22.1 27.9 10.4 6.3 16.2 -2 .-
Transport Equipment 22.5 27.6 18.8 0.5 7.2 ?'j -
Zaper 7.5 9.4 4,3 -14.8 21.8 - R
“ubber 13.0 12.4 10.8 i.7 13.6 = 2- 2.7
“hemicals 17.0 23.4 A 2.3 11.2 we- 7ok
lastics 18.3 28.3 23.2 3.1 14,0 -~ ,” 232
Textiles 3.8 6.9 -3.5 2.3 6.9 ~L3 =2
"lothing and Footwear 5.0 14,1 2.1 7.2 8.5 - =.° o
“n0d 16.2 9.6 5.4 =0.1 11.8 2.5
Jeverages 4.8 17.8 8.3 5.5 6,2 12,2
“cbacco 6.0 6.4 12.8 7.9 10.2 =.F
~ther 9.1 6.6 11.5 3.7 8.8 -
Total * 14.0 16.3 7.6 3.8 10,5 2.7
Sauvaz:  Zracilian InsTitite of Gaosranac and Statistics (I33IY, 1372-74; fevort
Nantrnl 3ar's, 17771773,
t (Qther industries renorted in 1377 ani 1075 were:
1577 12073
Srnermaceutizel - i 7.2
Ferfgmer -, So2n and Zanilac 3.? 12.5




Table 19. Manufacturing and extrative indusiries

(Real grewth rates - ¥)

1977 76 1978, 77
ltem Share in industry
totuf o:, o,
(1974)
Total! 100.0 2.5 7.5
2.6 —4.9 6.2
Extractive industries
97.4 7 16
Marufacturing indusiries
5,2 8.3 5.6
Nonmetallic minerals
14.0 9.7 S.S
Metailurgy
8.9 —6.6 43
Machinery and tools
3.6 1.8 9.4
Electric and communications equipment
6,9 -2.7 14.2
Transport equipment
3.6 1.8 11,6
Paper and cardboard
1.8 -2.0 6.7
Rubber
10,9 6.1 9.0
Chemicals
2.4 —14.0 10.2
Pharmaceutical
1,2 9.3 12,6
Perfumery. soar and candles
2,5 =Q.7 25.3
Plastic materials
7.1 0.5 5.2
Textiies
3.4 =S.1 8.0
Clothes, shoes and other cloth goods
10,3 6.5 3.3
Food. cuffs
1,7 12.6 7.1
Beverages
1,0 5.5 5.7
Tobacco

Source: Report of the Centrzl Bank of Brazil, 1978.

1/ No specification. has been made for timber (3.1% of the value added
industry), furniture (1,8%), hides, furs and ieather and similar
products (0,5%), editorial and printings industry (3,%), sunéry {2,25),
which only have veen itemized in the ztatistiss ucp tc *374.




2rodiucis were, Like %he
macro—ecnnomic variatles mentiorned above, also optimistic. 3ut,
likewise, the achievements, althousgh ofien below the plamned indicators,
were highl- respectable. Indeed, in man- cases, the optimistic

targets were actually achieved.

The new straitez - put heavr emphasis on a "new" phase of
import substitution (alwars retaining the importance given to
exporws) which included the "basic" industries of steel, aluminiunm,
other non-ferrous metals and the chemical industrs. Also included
wWere capital goods and electroaics products. It is possible to make
a comparison of the percentage of zrowth proposed for given products
over the five-sear period 1974-79 with tmt achieved over the period
1973-78. For a number of basic products the achieved percentage
growth exceeded that of the planned indicators. This applies to: aluminium, yinc,
caustic soda and scda ash, s mthetic fibers, sjynthetic elastormers,
cement and paper, In other cases, the achievement, although high,
fell below the planned indicator: steel ingots, sulphuric acid, thermo-
plastics, cellulose, This also applied to tractors in the field of
capital goods. The data does not contain information for comparing
planned and actual output of the mechanical and electrical machinery industries
and of shipbuilding. In general, it can be said that the achievmment
of particular targ=ts were noteworth,, but the sectoral targets
like the macro-economic variables were subject to the lower horizons

of the world scene of the late seventies. (Table 20)
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Table20 . Comparison of selected indicators of the
second plan of development (1974=75) and actual
achievements (1373-78)

Production Indicator Achieved
1974-79 1373-78
(per cent increase) (per cent increase)
ron ore 130 83
Exports of iron ore 123 56
Steel ingots 159 33
Aluminium p) 75
Zinc 76 169
Sulphuric Acid 244 77
Caustic Soda 156 174
Thermoplastics 118 0
Synthetic Fibers 43 116
S' nthetic Elastomers 66 £8
Cement 53 72
Cellulose 35 59
Paper 28 56
Tractors 91 23
Electrical ZImergy Installed Capaciir 59 65
Consumption 73 78
Petroleum Refining Capacity 62 31
Investment in Prospecting and
Development 264 285
Basic Telecommunication
Telephone Commutation 208 483
Channels 251 173

Sources: Second Plzn of Nevelooment (1375-79) and Preliminar- 3alance

of the Second Plan of Neveloonent.




The Third Yational Tevelcuoroent

The Plan aims at an annual growth rate of § per cent

ey

or G.D.P.

Priorities in the Plan are as foillows:

(i) Curbing inflation and improving the salance of payment and
the foreign debt figures. (Austerity measures regarding
Government finances, and control in the concessionar
credit svstem will be taken).

fii) 1Increasing production ard productivit— of agriculture
and food supply, hopefully to reduce %heir import and
increase their export.

(1ii) Strengthening the industrial sector so as to increase its
international competitiveness, saving energ- and developing
substitute energr, developing science and technology,

developing mass transport svsism, etc.

Particular emphasis is placed on social develioovment — bvetter
distribution of wealth, better standards of living of the poorer

population, etc.

1/ Based on newspaper reoorts, The "Plan" had not vet been received
at UNIDC when prepariss the prefile,




Annex 2: Acoroved and Operational IMTDC Technical Assistance Projects

Project number

DP/BRA/71/560
DP/BRA/T6/008

SL/ZRA/77/803

DP/BRA/75/003
C

as at end Cciczer ‘980

Project title

¥ational Institute of Weights and Measures (INPHM)

Standardization and industrial guality control
in agro-industries

vickel extraction from the Sao Jozo do Piani
depcsits

Standardization and industrial quality in iron
and steel.







