
List of Tables and Figures xiii
Map of Brazil xviii

1 Introduction 1
Physical and Demographic Setting  4
Natural Resources  5
The Population  6

Part 1  The Historical Trajectory

2 The Colonial Period and the Nineteenth Century 13
Early Socioeconomic Organization  13
The Sugar Cycle  14
The Gold Cycle and the Rise of Mercantilist Control  16
The Colony’s Last Years  18
The Century After Independence  18
The Coffee Cycle  19
Other Exports  21
Public Policies in the Nineteenth Century  22

3 Early Industrial Growth 27
World War I  32
The 1920s  33
The Great Depression  37
Industrial Growth During the Depression  38
World War II  40
Evaluation of Brazil’s Early Industrial Growth  40
Early Attempts at Planning in Brazil  43

Contents

vii



4 Post–World War II Industrialization: 1946–1961 49
Brazil’s Foreign Trade and Its Role in the Economy  49
The World Market for Brazil’s Traditional Exports 

in the 1950s  51
Immediate Postwar Years  53
Exchange Controls: 1946–1953  54
The Multiple Exchange Rate System: 1953–1957  56
Changes in Exchange Controls: 1957–1961  58
Exchange Reform: 1961–1963  60
The Law of Similars  60
Special Plans and Programs  61
Special Incentive Programs  65
Impacts of Industrialization Policies  65
Imbalances and Bottlenecks  68 

5 From Stagnation and Boom to the Debt Crisis: 
1961–1985 73

Economic Policies in the Late 1960s and Early 1970s  73
Achievements of the Post-1964 Governments  75
The Equity Question  76
The Oil Shock: Impact and Reaction  76
Political Background  77
The Geisel Policies  77
Growing International Indebtedness  78
Toward the Debt Crisis  80
The Debt Crisis  83
The Impact of the Adjustment Period  86
The Role of the Public Sector in the Adjustment Crisis  90

6 Inflation and Economic Drift: 1985–1994 95
Two Visions of Brazil’s Inflation  96
General Background to Brazil’s Inflation  100
Heterodox Attempts to Control Inflation: 

The Cruzado Plan  106
Emerging Difficulties and Contradictions  107
The Allocative Impact of the Price Freeze  108
Excessive Growth  110
The Public Sector Deficit  111
The External Accounts  111
The Breakdown of the Cruzado Plan  112
Stagnation and the Return of Inflation  113
Stabilization Attempts in the Waning Sarney Years  114
From Gradualism to Shocks and Back Again  115
The Fiscal Impact of the 1988 Constitution  116
The Collor Period: Part I  116
The Collor Period: Part II  118

viii Contents



7 The Real Plan and the End of Inflation: 1994–2002 125
The Real Plan  125
The Initial Impact of the Real 127
The Exchange Rate Becomes the Key Policy Instrument  129
The Unresolved Fiscal Dilemma  131
Capital Flows  138
The Performance of the Economy  138
The Banking Crisis  140
The 1998–1999 Crisis  142
Conclusion  143

8 Economic Orthodoxy vs. Social Development: 
2002–2007 147

The Socioeconomic Vision of Lula and the PT 
in the Run-up to Power  148

The Lula Government’s Policies in 2003–2005  149
Macroeconomic Consequences  152
The Social Impacts of Lula’s Macroeconomic Policies  156
Lula’s Explicit Social Policies  157
Lula’s Reforms  159
The Core Dilemma of the Lula Government  162
Is Orthodoxy Compatible with Redistribution? 

The Short Term  163
Is Orthodoxy Compatible with Redistribution? 

The Long Term  166
Conclusion  167

9 Brazil as an Emerging Economy: 2007–Present 173
Growth  174
Infrastructure  175
Inflation Targeting, Interest Rates, and the Exchange Rate  176
The Boom in Credit  178
Growth and Equity  178
Market vs. State-Oriented Development  180
Continued Institutional Weaknesses  181
Conclusion  182

Part 2  Exploring Central Issues

10 The External Sector: Trade and Foreign Investments 187
International Economic Policies in the ISI Period  187
The Outward-Looking Policies of the 1964–1974 Period  189
From Debt-Led Growth to the Debt Crisis  190
The Opening of the Economy in the 1990s and the Early 

Years of the Twenty-First Century  190

Contents ix



Statistical Summary of Brazil’s International Position  191
Brazil’s Ties with the Outside World  193
Trade Policies  196
The Search for Sources of Energy and Raw Materials  197
Foreign Indebtedness  198
Foreign Investments in Brazil  199
The Benefits and Costs of Multinationals: 

Some General Considerations  203
A Brief Survey of the Empirical Evidence  208
The Era of Neoliberalism  212
FDI in Brazil, 1990–2005  214
Conclusion  214

11 The Changing Public Sector and the 
Impact of Privatization 219

Stages in the Growth of State Involvement in the Economy  220
Degree of State Control over the Economy  227
Government Control over Savings and Their Distribution  229
The State as a Producer  230
The Decay of Public Enterprise  232
Privatization as a Solution to the State’s Bankruptcy  234
The Privatization Process During the 

Collor Administration  235
Privatization in the 1990s  236
Privatization Results, 1991–2005  239
Conclusion  243

12 Regional Inequalities 249
Degree of Regional Inequality  249
Dynamics of Regional Inequalities  254
Internal Population Migration  256
Interaction Between the Northeast and the Center-South  257
Resource Transfers Through the Fiscal Mechanism  262
Regional Policies  263
The Regional Dimension of Sectoral Problems  266
Regional Trends in the 1980s: The Northeast vs. Brazil  266
An Increasingly Open Economy  269
Structural Weaknesses of the Northeastern Economy  273
The Market, the State, and Regional Equity  274
Conclusion  276

13 The Agricultural Sector 281
Growth of Agricultural Output Since World War II  282
Changes in Production Methods  285
Regional Patterns  288
Sources of Agricultural Growth  289
Distribution of Land  295

x Contents



Contents xi

Rural Poverty  295
Agricultural Policies 296
Brazil’s Agriculture Since the 1990s  300
Policy Reforms in the Late 1980s and 1990s  301
Agriculture in the 1990s  303
Agricultural Employment  303
Brazil’s Agriculture at the Beginning of the 

Twenty-First Century  304
Measuring the Share of Agribusiness in Brazil’s GDP  306
Problems Facing Brazil’s Agriculture  307
Land Reform  307

14 The Environmental Impact of Development 315
Economic Expansion and the Environment in 

Historical Perspective  316
Industrialization, Urban Growth, and the Environment  317
Industrial Pollution  319
Urban Pollution  325
Urban Poverty and the Environment  326
Environmental Degradation from Urban Poverty  327
Agricultural Growth and the Environment 330
The Amazon Strategy and the Environment  334
Extent of Amazon Deforestation  337
Brazil’s Environmental Policies  339
Conclusion  345
Appendix: The Forest Code Controversy  346

15 Health Care 357
The Health Record  358
Health and Health Care in Brazil Prior to the 

Mid-1980s  361
The 1988 Constitution and Its Impact on Brazil’s 

Health Delivery System  364
Private vs. Public Contributions to Brazil’s Health Care  366
The Distribution of Health Care  367
Health Status in Brazil  368
Demand for Health Services  368
Expenditures on Health  369
Financing of Health Care  369
The Health Situation by 2012  370
Conclusion  371

16 Neoliberalism and Market Concentration: 
The Emergence of a Contradiction? 375

The Dismantling of ISI  377
Structural Changes in the Economy  378
Mergers and Acquisitions and Federal Antitrust Policies  381



The Impact of Market Concentration on the 
Distribution of Income  384

Conclusion  385

17 Human Capital 389
Twenty Years of Progress  389
Financial Reforms  390
Achievement Measures  391
The Cash Transfer Program  391
Primary Education Growth  391
University Education  393
Human Capital and Technological Progress  393

Part 3  Conclusion

18 Linking Past, Present, and Future 399
General Structural Changes  400
Brazil’s Post–World War II Industrial History  401
Structural Changes, 1959–2009  404
General Conclusions  413
The Brazilian Economy in the Twenty-First Century  415

Appendix 419
Bibliography 431
Index 451
About the Book 469

xii Contents


