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ECONOMIC RELATIONS OF BR:

IL’}ND TIIE EUROPLEAN ECQNOMIC COMMUNITY

IN THE POST-WAR _PERIOD: A HISTORICAIL PERSPECTIVE

AND _TIE PRESENT SITUATION

Luiz Aranha Corréa do Lago

. INTRODUCTION

The rccént enlargement of the European Economic Community (EEC)
and the prospects of increcased integration of the Rrazilian and Ar-
gentinian economies scem  to provide an adcquate occasion for a revi
sion of the economic relations between Brazil and the member-coun-

tries of the ELEC in the last decades.

The main objective of this study is to examine trade and capi-
tal flows between Brazil and the EEC since the end of World War 11,
in order to appraise changes in the relative importance of Brazil's

external economic transactions with member countrics.

This will be attempted from a "Brazilian perspective" so that
those changes are studied in the context of Brazil's economic evolu-
tion in the last four decades and on the basis of Brazilian statisti
cal data. llowever, domestic economic policies and more specific as-
pects of Brazilian development are treated rather bricfly, only to
scrve as a frame of reference for the more detailed examination of

trends in the external sector.

The first scction of this study is an overview of the economic re-
lations of Rrazil with LEC countries since the 19th century. It pro
vides a historical backgronnd for the changes which occurred after

World War Il, which ave then examined in greater detail.



The sccoud section prescnts very briefly the general trends of the
Brazilian economy in the post-war period, with an emphasis on the ex
ternal sector. The evolution of Brazilian-EEC trade in four decades,
in the context of a permanent rivalry with the United States, is the

object of the third section.

In the fourth section, the question of forcign investment is trea-
ted stressing the role of European countries in the process, in con-
trast to the United States and Japan. A short subsection is also devo-

ted to immigration.

The fifth section deals with the debt problem, centering on re-
cent developments and EEC participationin total Brazilian indebtedness.
A brief conclusion restates the main trends in Brazilian-EEC rela-
tions. (A more detailed treatment of trade, capital investment and
debt from a Brazilian perspective will be found in other parts of this

book).?



I - HISTORTCAL ANTECEDENTS

During the 19th century, Great Britain played a predominant ro-
le in the Brazilian cconomy. In fact, Britain was Brazil's most im-
portant commercial partner, and controlled most of its shipping. Al1
Brazilian government foreign deht was placed through British banking
houses. Finally, Britain made significant direct investments in the
country, notably in railroads and other public utilities, but also in

banking, insurance and manufacturing.

In the three decades which preceded World War I, Britain suffered
from an incrcasing competition from Germany and the United States,
and, in certain areas, also from France ﬁu]Belghmu so that its pre-cmi
nent position in Brazil was gradually eroded.‘ In 1911-13, it still
responded for slightly more than 1/4 of Brazilian imports, but other
“countries had gained considerable ground as the share of Germany and
of the United Statcs was respectively 17% and 15% of the total. The
United States purchased more than 1/3 of Brazilian exports, while Ger
many's sharc of 1/7 jusf exceeded Britain's. France, whose relative
importance was on the decline, ranked fourth with a share of about
. 1/10 both of the import and of the export trade, while Belgiun appearced
as Brazil's sixth supplier, behind Argentina, and closely followed
by Portugal. On the other hand, the Netherlands emerged as Brazil's
fifth most important market (followed by Argentina) (sec Table 1). The
share of present-day EEC countrics in Rrazil's total exports reached

49.7% and, in the case of total imports, 68.1%.

Thus, it is clear that the importance of present-day EEC member
countries in Brazilian forcipn trade was alrcady clearly established

on the eve of World War I, even if Great Britain were excluded.

With vespect to forecign investment, Britain's carly pre-eminence

wias maintained. It accounted for morve than 2/3 of investments in go
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I~ HISTORICAL AXTECEDENTS

« During the 19th century, Great Britain played a predominant ro-
le in the Rrazilian cconomy. In fact, Britain was Bruzil's most im-
portant commercial partner; and controlled most of its shipping. All
Brazilian government foreign debt was placed through Fritish banking
houses. Finally, Britain madé significant direct investments in the
country, notably in railreads éhd other public uti]ities, but also in

banking, insurance and manufacturing.

In the three decades which preceded World War 1, Britain suffered
from an increasing compcfition from Gérmany and the United States,
and, in certain %reas, also from France ﬁu]Be}ghmh so that its pre-cmi
nent positicn in Brazil was_gradually croded.' In 19311-13, it still
responded for slightly more than 1/4 of Brazilian imports! Pu} other
~coﬁntr5054hndrgaiﬁed cohsidérablc grdund as the share of Germany and
of the United States was respectively -17% and 15% of the total. The
United Statcs purchascd more thuh 1/3 of Brazilian exports, while Ger
many's sharc of 1/7 just exceceded Britain's. France, whose relative
importance was on the decline, ranked fourth with a .share of ahouf
. 1/10 both of the import and of the export trade, while Belgiwn appeared
as Brazil's sixth supplier, behind Argentina, and closely followed
by Portugal. On the other hand, the Netherlands emerged as Bruzil's
fifth most important market (followed by Argéntina) (sce Tab]el)i The
share of prcsent-daybﬁﬁC cduntrios in Bruzil}s total cxportskrcqchcd

49.7% and, in the case of total imports, 68.1%.

Thus, it is clear that the importance of present-day KEEC member
‘countrics in Brazilian foreign trade was alrcady clearly established

on the cve of World War T, cven if Great Britain were excluded.

With respect to foreign investment, Britain's carly pre-cminence

was maintained. It accounted for more -than 2/3 of investments in jiJe]



vernment securities and possibly for more than half of direct invest
ments and private portfolio investments. France ranked second in both
cases, at a considerable distance, while Germany, Canada, Portugal,

the United States and Belgium played a minor role.

Europe’s contribution to the formation of a Brazilian free 1la-
bor force after the abolition of slavery in 1888 was also considera-
ble. Gross entrics of immigrants in Brazil {from 1884 to 1913 to-
talled 2.75 million, of whom 45.2% were Italian, 25.9% Portuguese and
15.6% Spanish. Arrivals from the Russian empiré‘(inc]qdihg Poles and
Lithuanians) responded for 3.4% of the same total while the shares
of Austria-lungary, Germany and France were respectively 2.6%, 2.3%
and 0.7%.% British and Belgian immigration was much less significant
in quantitative terms, but included maﬁy skilYed laborers and techni

cians whose contrjbution was very important in qualitative terms (sce

_Table 2).

During World War 1, American influcnce increased considerably,
as imports from the United States largely exceeded purchases from Bri
tish suppliers. In spite of a brief recovery of Britain in the mid
1920s, by the end of the decade the United States had definitively
.hecomc Brazil's most important supplier and foreign market (see Ta-
ble 1). On the-other hand, in 1930 British diréct investments still
accounted for about half of the total, while the share of the United
States had increased to slighty less than 1/5. As to Brazil's go-
vernment debt, Britain still controlled about 2/3 of the total, while
the proportion held by the United States was 30%. France's share had
considerably shrunk as a result of the devaluation of the franc. This
and other Luropean countrics had direct investments totaling about
the double of the American share and about 2/3 of Britain's share,

but their holdings of forcign debt only reached 5% of the total.’
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European immigration recovered in the 1920s, but it now gave a2
less important contribution to the overall demographic  evolution of
the country. On the other hand, Japanesc immigration tended to acce

lerate.*

The CGreat Depression had very serious conscquences on the Brazi
lian economy. Since the 19th century, Brazilian exports depended
heavily on coffee, which since mid-ccutury had responded  for about
50% or more of the total valuc of exports, and to a lower extent on
hides, cocoa, sugar, tobucco, cotton, maté-leaf and rubber, whose re
lative importance varied in different periods (sece Table 3): In the
first decade of the century, rubber exports had rcached 28% of the
total, still represcnting 12% of the total exports from 1911 to 1920.
In the 19205, however, as the price of rubber had fallen precipi-
tously, coffee exports gaincd an unprecedented pre-cminence, davera-
ging almost 70% of the total between 1921 and 1930, The collapse of
the international coffee market in the wake of the world crisis was

thus bound to affect the country significantly.

A policy of coffee purchases coupled with significant destruc-
tions of coffee stocks by the Brazilian povernment during the 1930s
helped to maintain a satisfactory level of activity in the coffeec
sector and to prevent further signif%cant declines in the price of
that product in international markets. Concomitantly, the signifi-
cant decline in the value of total exports and imports crecated favo-
rable conditions for the development of domestic industry and a  di-

versification of agricultural activitics.?

However, Brazil could not avoid a balance of pavments crisis du
ring the whole decade. After 1929, there was an intervuption of the
inflows of foreign capital, reserves were rapidly  cexhausted  (local

currency had been made convertible into pold in 1926), and devalua-
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tion and exchange controls as well as restrictions on the service of

the foreign debt had to Le adopted.

In such a context, the United States was able to maiutain its
pavticipation in Brazitian foreign trade, still absorbing 40% of the
commtry's cxports and suppfying one fourth of its imports during most
of the decnde. Great Britain lost its second position to Germany as
the share of the latter in total Brazilian exports and imports from
1931 to 1939 reached respectively 13.0% and 17.5%, while the corres-
ponding participation of the former was 9.2% and 14.3% (see Table 1).
German gains were to a great extent to the detriment of Britain, as
Germany's share in Brazilian exports increased from 8-9% in the carly
1930s to a maximmm of 19% in 1939, a fact which resulted. from the ex
pansion of German compensation trade. © On the other hand, for the
same cauvses, from 1936 ta 1938, the share of Cermaun products in Bra-
zil's total imports avernped 24,19, excceding the participation of

the United States (23.1%).

As far as Bragzilian exports are concerncd, France with a  share
of 7.7%, the Netherlunds with 4.1%, Belgium with 3.1%, and Ttaly with
3%, remaived important European markets for Brazilian produicts (white
‘Argvntjnu alsa absorbed 5.1% ol the total). [I'resent-day LEC conn-

tries as a group accounted for 42.3% of total exports. from 193]

to 1939, slightly more than the United States (sce Table 1).

Included among other Brazilian main suppliers were Argentina,
with 12.3% of total imports from 1931 to 1939, -Belginm with 4.4%, Fran
ce with 3.7%, Ttaly with 2.8% aud the Netherlands with 2.6%. The dg
creasing importance of Portugal and Spain in Brazil's foreign trade
may be woted, while Japan emcvped as an ontlet for Brazilisn products
(absorbing 2.3% of total caports, mainly cotton, whose importance in

total cexporvts increased in the 19305 passing from 2.1%  of the total



in the Ilate 1920« to 18.6% in 1935-39). But it remained a2 less  im-

portant supplicr, responding for only 0.9% of total imports.

Taken as o group, FEC present-day members snpplicd 48.1% of lira
zilian total imports from 1931 to 1939, or almost the double of the

share of the United States in Brazil's import trade.

From 1928 to 1938, the contraction of Broziliaon trade accompd-
nied the rednction in world trade, as the share of Brazil in total
world imports remained at 1.2%, while its sharce of total exports fcll

from 1.5% to 1.3%.7

There was a decrease in immigration to Rrazil after the crisis,
but, from 1930 to 1939, 332.8 thousand immigrants still entered the
coumtry, in épito of restrictions which were gradnally introduced.
Present-day BEC countriecs still accounted for the wajority of the
Tmmigrants, but Japan's sharce was very signiflicant.  Between 1931 and
1939, as far as total immigration is concerned, only Portugal excceded
Japan and between 1930 and 1939 the Japanese werve the main gronp of immi
grants centering Sa0 Paalo, responding {or 51.5% of the number of cen-

tries, while the Portugnesce responded for only 18.3% of the total.®

Forcign investments, which had accelerated during the 1920s, fell
sharply during the 1930s. According to the cstimates available for
1938, the long term obligations of Brazil reached abont USS 2030 wi-
lion. Britain sill accounted for 39.4% of the total, followed by the
United States with 26.5% and Povtugal with 14.8%. France held a sha
re of 3% plus a debt in gold francs which varied {from 0.5% to 3.7%
of the total. The share of Cermany and the Netherlands was rather
small (2% and 0.5% respectively) while nnidentificd holders respon-

ded for the vremaining 1087 P



According to official fignres, Brazil's outstanding external pu
blic debt fell from § 266.2 million in 1930 and § 276.0 miglion in
1931 to £ 258.8 million in 1935 and § 241.3 willion in 1940§]° Exclu
ding smoll leans to two Brazilian states, during the 1920s Brazil's
debt service had been "substantially maintained until October 1931",
through additional borfowing and refunding operations. After that
date, "debt payments declined sharply to about 20% to 30% of the
amount due in most years until 1943, except for complete default in
1938 and 1939".%  This resulted initially from reductions in inte-
rest rates enforced by Brazil under the so-called Aranha plan, which
also cstublished priorities for the allocation of foreign exchange
to payments of different types of debt.'* Debt rencgotiation would

extend into the war period.

The Second Norld War interrupted Brazilian trade with many of
its most Jwportant Tnrvopcean partners. Brazilion-American  economic
relations were further strengthened as the United States porchased
49.6% of Rrazilian exports and snupplied 55.9% of Brazil's imports {rom
1940 to 1945. Brazil accwmlated sipgnificant sterling balances
ngniﬁst Britain, as that country supplicd 5.8% of the country's im-
ports hut absorbed 14.2% of its total cxports.'® Trade with Argenti
‘na also became particularly important (sec Table 1), as Brazil, in
the abscnce of Furopean competition, tomporarily cexported manufactu-
red products to neighboring countrics and the sharc of coffec in to-

tal exports was rednced to only 32% from 1941 to 1945 (sce Table 3).
The diversification of the cconomy, especially of the industrial see
tor, which was in propgress during the 1930s, continned duving the war
Sthough dmports of machinery were again curtailed, Thus "production
of pumerous types of machinery was initiated or expanded, including
machine tools, time clocks, looms, silk-recling equipment and looms,
plastic wolding equipment, distilling cquipment | clectric wmotors and

scale=s™,



British direct forveign investments declined by something like
20% in nominal terms during the 1930s to reach § 106 million in 1940,
but they continned to fall dnring the war as some British firms were
repurchased. By 1945 British direct investments amounted to only
£ 85 million. American direct investments on the othér hand, in-
creased from US$ 194 million in 1929 to USS 240 million in 1940, de-

clining to US$ 233 million in 1943.%°

British pre-cminence in di-
rect investments as opposed to the United States subsisted until the

end of the war but would soon be reverted.

As to the debht question, in 1943, after a decade of negotia-
tions, "a scttlement s negotiated with'rcprcscnlutivcs of the ster
ling and dollar bondholders, who held most of Brazil's public exter-
nal debt. By that adjustment, the nominal valuce of cextcernal bonds
in those currencics was rcduced by about 26%, and annual debt servi-
ce, which had been § 100 million in 1929, was rednced to § 32 million
in 1943, Before that settlement, in 1940, the Amevican lLixport-Im-
port Bank had granted a loan of USS 45 million to the Companhia.Side
rurgica Nacional, a public company, for the construction of Brazil's
first large scale integrated steel mill. By 1945, RBrazil's cxternal
public long term debt (which amounted to US$ 1059 million in 1929 and
had reached USS 1186.1 million in 1935) was reduced to § 712.4 mil-

lion. Y’

Finally, during World War 17, immigration fell more significan-
tly than in the 1930s, to reach only 37 thousand {rom 1940 to 1945,
Most of the immigrants were now Enropean, arriving predominantly Lrom

Portugal (56.5%) (sec Table 2).

In snmmavy, by the end of Forld War IT, American predominance
in Brazilian external cconomic velations had been clearly established

to the detriment of Britain and other Turopcan countries. In  the



post-war period several developments would lead to new changes in the

relative position of thc various countries vis-a-vis Brazil.



IT - THE BRAZILIAN LCONOMY IN TII; POST-WAR PERIOD

A detailed account of the evolution of the Brazilian economy in
the post-war period would c¢learly exceed the scope of this study. llo
wever, a brief outline of some general developments is important for

the understanding of Braziljan EEC relations in the post-war period.,

Any periodization in this case is arbitrary, but it may be men-
tioned that from 1945 to 1961 Brazil went through an important phase
of import-substitution during which the growth of the manufacturing
sector was very rapid, so that by the mid 1950s the contribution of
the secondary scctor to Gross Domestic Product already cxceeded the
share of agriculture.' The growth of the real product was about

7.4% from 1%47 to 1961,

By 1961, the composition of lrazilian imports had heen substan-
tially altered in favor of intermediate goods and capital goods, as
Brazil was producing mo=t of the consumer durables consumed in  the

country.'®

By then inflation had shown considerable acceleration. In fact,
while from 1917 to 1950 consnmer prices grew at  an annual rate of
9.7%, which rewmnined at 17.9% in the early 1950s, from 1956 to 1960
the rate of inflation averaged 24.0%9.7° As a result of the cvolution
of domestic pricces and of cxchange policies, the "average" exchnpgo

rate remrined overvalned during most of the so-called phase of.import-

substitution,

However, there was no significant diversification of Brazilian
exports which stagnated as the country continued to supply mainly pri
mary products to its trade partuners, This was truce in spite of the

fact that there was significant investment in manufactnring  (incln-



ding substantial forcign direct investments) during the 1950s and the
creation of several new industrial branches, partially as a result

of the introduction of government sectoral planning (Plano de Mctas).

As regards exchange policy, Brazil had adapted a fixed exchange
rate from 1947 to 1952 and wmultiple rates coupled with exchange
auctions from 1953 to 1957, when the nimber of catcgories was redu-
ced. Tinally, in March 1961 a move towards greater  "exchange rea-
lism” was made, including a reduction of exchange subsidies to speci
21

fic products. But from then on, inflation rates increased rapidly

so that the exchange rate remained overvalued.

In the 1960s, Brazil entered aperiod of comparative stagnation,
especially hetween 1963 and 1967. From 1964 to 1967 as inflation ra
tes were gradnally reduced, several importont ddministrative changes
occurred, including the creation of a Central Bank, o tariff rcform,
the "unification” of exchange rates and o comprehensive  fiscal  re-
form. Starting in August 1968, o new exchange policy of {requent "mi
ni-devaluations” was impJemented, which would give significant stimug

lus to the cxport sector.

On the hasis of the idle capacity which had developed in pre-
Yions years, from 1968 to 1973 the Brazilian cconomy entered aperiod
of unprecedented growth, with moderate inflation, led by the indus-
trinl sector, which was to be partially interrupted by the first oil

shock. ”?

By then, however, manufactured products were gaining an in-
creasing weight in Brazilian total exports, while soybcans had emer-
ged as anhother jmpbrtnnt primary export. After-1974, there was no
immediate adaptation to the new "energy environment”, in spite of Bra
zil's heavy dependence on 0il imports which resulted from a transpor
tation system Tarpely basced on motor vehicles,  In view of the Jlow
international interest rates and of political considerations, the

conmmtry continued to grow nntil 1979 gn the basis of  an increasing

external dindebtedness towards commercial hanks, while forcipgn direct



Lo,

investments, which had almost ccased during part of the 1960s, were
again very significant dnring the whole decade. There was a new pha
se of import substitution, now involving capital goods and interme-

diate products and inf{lation rates reached a new higher platecau.

After the "second o0il shock" of 1979-80 and the ‘"interest rate
shock” that followed, Brazil's cxternal situation worsened, and the
country entercd a recession with high inflation rates. External pro
blems would culminate with Mexico's suspension of payments in 1982,
which soon led Brazil to a renegotiation of its external debt, The
energy problem was partially facced through an increasing use of al-
cohol as fuel and by the increase in domestic oil production. The
country continned in recessiom and conditions only began to  improve
after 1984 though influt{on rates remained ver& high.? In the 1last
two years, Brazil has resumed rapid growth but forcign direct invest
ments have not recovered. 1t has been rencgotiating its external
deht, a process which has entered a new phase with the suspension of
interest payments on the medium and long term debt held by commer-

cial banks, early in 1987.
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111 - BRAZILIAN FOREIGN TRADE AND THE EEC

During the four decades since World War IT, the geographic and
commodity distribution of Brazilian trade has shown considerable chan
ges. The diversification of Brazilian exports after more than two
decades of stagnation was accompanied by a significant increase in
the total value of Brazilian cxports, which, after oscillating betwecn
US§ 1.2 to 1.7 billion from the 1950s to the mid-1960s, reached a ma
ximum of US$ 27 billion in 1984. Such a diversification and the in-
creasing participation of manufactures has been associated with the
opening of new markets, notably in developing countrics, whose share
in Brazilian trade has shown a loug term increase as opposed to  the
share of more developed countries. The oil crisis has forced Brazil
to expand its exports to its Middle-Eastern oil suppliers, so as to
reduce the significant deficit in the trade with those countries. But
Brazil was also successful in placing manufactnred and other products
in non-o0il developing countries. It has also expanded its trade rc-
lations with centrally planned economies, with a net surplus to the
country. In 1985-86, Brazil showed faveralile balances of trade with
all groups al countries, excepting the OVEC,? a fact which is at
least partially attributable to a considerahle cffort of import suhs

titution in the four decades since World War 11.

In a longer run pevspective, it mway be noted that the cxport
coefficient (exports of poods and services/GNDP) in the late 1910s rea
ched 11.1%, decreasing to a low of 6.4% in the period 1956-1960, and
increasing apain in recent ycars to reach 12% in 1985. As to the im
port coefflicient, it fell from 11.1% in the late 1940s to 6.9% from
1956 to 1900. Tt averaged ahout 7% in the 1960s, increasing to lit-

tle less than 10% in the 1970s and 8.49% in 1980..85.7%

A1l thesc trends were bound to affect Brazilian trade relations

with the EEC, which are analysed more specifically below.
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a) Brazilian [xports and the EEC

As it was mentioned previously, by the end of World War 11, Bra
zil presented an  export structure typical of :m agricnltural country.
From 1945 to 1949, coffee accounted for 41.8% of total exports, whi-
le cotton, cocoa, hides and pincwood responded for respectively 13.3%,
4.3%, 3.5% and 3.5% of the total. The sharcs of tobacco, sugar and
rubber were respectively 1.8%, 1.2% and 1.2%. These cight "traditio

nal" products accounted for 70.6% of the country's exports.

In spite of fluctuations in the share of coffee, which occasio-
nally reached more than 60% of total ecxports during the 1950s, by 1967-
68 the situation had not substantially changed. The share of coffee
was still 41.9%, while cotton, cocoa and sngar accounted Tespec-
tively for 6.2%, 3.0% and 5.1% of total exports. The samc eight products
responded together for 62.5% of the valuc of total exports, while
iron ore exports which had been insignificant in the late 1940s (0.2%
of total exports) now reached 5.9% of the total. llowever, the compo
sition of Brazilian exports chanped considerably from the late 1960s.
to the mid 1980s. By 1984-85, the sharc of iron ore remained at 6.2%,
but that of the other cight products added up to only 14.4% as the

share of coffeec had Fallen te 9.4%.7%¢

It is clear, then, that important structural changes affected Bra
zil's exports, rcducing the share of its formerly traditional ‘pro—
ducts. These changes are confirmed by the data in table 4, which
show that in 1986 "industrialized products'" (under Rrazilian Classi
fication) accounted for 55.6% of total exports. Primary products
absent in the pre-war period (hesides iron ore, whose share increased
in the 1950s and 1960s) now include soybeans, meat, and orange juice,
which together accommted for 13.4% of total exports in 1986, while

[

coffec's share yemained at 10.4% (sce Table 4).



4 - Table 4 - Prazil - Fxports F.0.B., According to

Selected Catepovies, 1981-1986

(In US$ million)

¥

1986

§pu£gg:‘ 1984:  Brazil Economic Program, Vol.
1985:  Brazil Lconomic Program, Vol.
1986: PBrazil Lconomic Program, Vol.

9, Nov. 1985, p. 65,
13, Nov. 1986, p. 87.
15, Jun. 1987, p. 90.

1984 1985
Discrimination (Uss ) (USS ) (US$ .
million)  * mittiony Y pintiony (W
Primary Products 12,077.5 44,7  11,054.1 43.1 9,273.7 41.4
Coffee (inc. instant coffee) 2,856.0 10.6 2,632.5 10.3 2,327.1 10.4
Soybeans (becan, bran, crude oil
and refined oil) 2,565.6 9,5 2,510.1 9.9 1,640.0 7.3
Cocoa . 656.0 2.4 775.7 3.0 625.6 2.8
Orange juice 1,415.0 5.2 748.9 2.9 682.6 3.1
Meat , : 867.3 3.2 844 .4 3.3 678.6 3.0
lron ore and other ores 1,784.8 6.6 1,795.7 7.0 1,728.9 7.7
Tobacco 449.5 1.7 437.4 1.7 394.6 1.8
Sugar (raw, cristal, refined) 586.3 2.2 308.7 1.4 381.4 1.7
Other 897.0 3.3 910.7 3.0 814.9 3.0
Industrialized Products 14,927.8 55.3  14,584.9 56.9 13,119.8 58.6
Transport Equipment and Components 1,904.3 7.1 2,341.1 - 9.1 2,102.6 9.4
Machinery and Mcchanical
Instruments 844.8 3.1 939.6 3.7 941.1 4.2
Electric and Electronic Iquipment 591.2 2.2 576.4 2.2 770.4 3.5
Metallurgical Products . 2,834.1 10.5 2,787.8 10.9 2,669.2 11.9
Chemical Products 1,563.9 5.8 1,516.5 5.9 1,281.7 5.7
Wood and Mumfactnred wood
Iroducts 330.3 1.2 303.0 1.2 312.1 .4
Footwear and Leather Products 1,358.4 5.0 1,231.1 4.8 1,276.2 5.7
0il DPerivatives 1,792.5 6.7 1,605.8 6.3 674.0 3.0
Paper and Iulp 544.9 2.1 677.5 3.0
Textile Products 3,708.3 13.7 2,738.9 10.7 §91.9 4.0
Other 1,523.1 6.8
TOTAL 27,005.3  100.0  25,639.0  100.0 22,393.5  100.0



Since the so-called "traditional" export productsof Brazil were
mainty cxported to Europe and the United States, the latter taking a
substantial fraction of coffce exports, changes in the dcstination of

Brazilian cxports in the last four decadcs should also be cxpected.

The distribution of Brazilian exports according to main markets
is presented in table §. The share of several important countrics
has changed considerably since World War IT. (Annual fluctuations,

which arec more pronounced, are reproduced in Annex 1).

A first very noticeable trend is the decline of the share of the
United States, which fell from avound 45% from 1945 to 1959 to 23.2%
in 1980-198a. In the last three ycars (1984-1986) it increascd
to 28%, but there was clearly a permancnt reduction which is asso-
ciated with the decrcase of the participation of coffece in total
cxports. The share of the nited Kingdom sufferced a much more sipgni
ficant fall, from 9.3% in 1945-1949 to 2.9% in 1980-19806. Thus Bri-
tain's historical pre-cminence saw its definitive demise in the last
forty years. The emergence of Japan as an important market for Bra-
zil's products is a third aspect to be noted. From 1950 to 1959 the
Country's pre-war share of 2.3% was slightly excceded, to reach 6% in
1080-1986. Finally, the share of Germany, insignificant in the immwe
diate post-war years, rccovered to 6;6% in the 1950s to rcach 8.4% in
the 1960s and 1970s, but it has since been reduced to around 5% (5.4%

on average from 1980 to 1986).

Considering other important pre-war Europcan partners, the de-
¢line of France after a short recovery in the 10950s must he mentioned,
as its share has averaged only 3.6% from 1960 to 1986. The sharc of
Belgium-Luxemburg has also declined to around 2%. On the ather hand,
Ttaly and the Netherlands have gained in importance as their respece-

tive participation in Brazilian cxports has increasced sistematically



from the Jate 1910s to the 1970s, to decline to respectively 4.4% and

5.8% from 1980 to 1986 (sec Table 5).

Taking groups of countries, it should be noticed that the origi
nal six members of the EEC increased their relative participation in
the purchases from Brazil quite significantly from the late 1910s and
1950s to the 1970s, when on average they became Brazil's most impor-
tant market. In fact, their share surpassed that of the United Sta-
tes in 1969, reached a maximum of 30.6% in 1973, to decline gradually
to 21.8% in 1983 when the United States recovered its former pre-emi
nence (see Annex 1). From 1983 to 1986, the average share of the Six

was 20.6% as opposcd to 20.8% in the case of the United States.

Considering the EEC before its last enlargement, the shave of
the Nine and of the Ten followed a path similar to that of the Six.
It first exceeded the participation of the United States in 1964, bnt
on a more permanent basis only after 1969, reaching o maximum of 37.3%
in 1973, on]yito be again surpassed by the United States' in the last

three years.

Finally, if the aggregate participation of the Twelve is consi-
dered, it excecded the American share frow 1964 to 1083, reaching a
maximum of 41.9% in 1973, but its average in 1984-1986 was rcduced to

26.1%.

Such a comparative evolutiou of American, Japancse and EEC rela
tive participations in the Brazilian export tradc indicates at first
an increase in the sharec of otﬁer countries. In fact, in the 1950s,
when Burope and Japan had recovered from the war, the aggregate sha-
re of the 14 countries considered in table 5 reached 76.7% of Bra-
z11's total exports, bnt by 1981-1986 this share had declined to 57%,

Almost half of the Brazilian cxport trade was now divected to other



Table 5 - Brazil - Geographical Distribution of Exports

F.0.B., According to Sclected Countries, 1945-1986

(In %)
¥ T L [ T ¥

Cownitrics 1945-.19 1950-59 1960-69 1970-79 1980-86
1) Belgium-Tuxemburg 3.90 1.74 2.47 1.80 2:09
2) France 2.13 4.41 3.62 3.61 3.64
3) West Germany 0.53 6.60 8.37 8.36 5.43
4) Ttaly 2.55 2.62 5.15 5.35 4.43
5) Netherlands 2.51 3.13 5.69 7.11 5.76
A = (1+2+3+4445) 11.62 18.50 25.30 26.23 21.35
6) Denmark 1.07 1.90 2.10 1.29 0.48
7) Ireland 0.47 0.04 0.06 0.12 0.12
8) United Kingdom 9.33 5.28 4.23 4.33 2.93
9) Greece 0.34 0.28 0.40 0.31 0.35
B = (6+7+849) 11.21 7.50 6.79 6.05 3.88
C=A+8B 22.83 26.00 32.08 32.28 25.23
10) Spain 2.40 1.11 1.63 3,50 2.05
11) Portugal 0.60 0.34 0.35 0.77 0.49
D - (10411 3.00 1.48 1.98 4.27 2.54
E = A+B+D = Total EIC 25.83 27.48 34,07 30.55 27.77
Memorandum Ttems

United States 44.70 46.90 35.29 20.74 23.22

Japan 0.05 2.36 2.74 5.95 6.03

Source: Annex 1.

[
[



countries, a fact which is certainly linked to the present composi-

tion of Rrazil's exports.

Though trade issucs between Brazil and the EEC are tredted in
another study in this book,”” some points may be raised to explain
the fluctuations in the share of the LEC mewber countries in  Brazi-
lian exports, which once exceeded 40% of the total and is now redu~

ced to 26% (sec Annex 1).

The crcation of the Luropecan Community of Coal and Stcel (CECA)
.in April 1951 did not have any immediate impact on Brazilian trade
with countries of the future EEC. Rrazil had traditionally imported
those two products mainly from Britain and the United States, and the

CECA countrics were still recovering from the war.

When the treaties of the EEC and of the Euratom were signed in
1957, the recovery of the six initial wmembers was well advanced and
this new prospective large area of free trade appeared as a promising
market. The stagnation of Brazilian exports would, however, last un
til 1968, the ycar in which the elimination of tariffs Dbetween the
member countries was achiceved. The great vitality of the community
in the following years may explain, from the demand side, part of the
increases in Brazilian exports to the EEC, which clearly becawme Bra-
zil's main market. It should be mentioned that the perspective of
the enlargement of the community, and the consequent prospects of in
creased taxation of such products as soluble coffee and cocoa butter
of which the United Kingdom was one of Brazil's principal customers, and
a potentially large wmarket {or Brazilian ment, promptcd Prazil to nego-
tiate and sign in December 1973 a trade agreement with the EEC, which
in that same ycar had incorporated threc new countries. Amoﬁg the terms
of the agreecment was the creation of a Joint Commission to increase the

cconvmic and commercial cooperation between Prazil and the Enc,

In the following yecars and until the end of the dccade the posi

tion of the Six and the Nine as Brazil's most iwmportaunt market would



be consolidated. The entry of Greecce in the Commmity in 1981 had no
effect on Brazilian trade in view of the restricted ecconomic rela-
tions with that country. As to the enlargement of 1986, with the in
clusioh of Spain and Portugal, this is the object of another study in

this book.?®

While the general evolution of the EEC in the last decades and
better diplomatic relations between Brazil and the Community are fac
tors which have to be taken into account to explain the changing geo
graphic composition of Brazilian trade, a (irst more specific ccono-
mic aspcct which shounld be mentioned are the fluctnations in exchan-
ge rates between the currencies of the developed commtries.  1In fact, sin
ce the late 1960s, the Brazilian curroency has been devalned following the
dollar and not a basket of the currencies of its main trading partners.
While Brazilian exports increascd their competitivencss in  Enropean
markets when the dollar was depreciating in the 1970s, dnring pavt of
the 1980s the Brazilian currency appreciated against a basket of Eu-
ropcan cnrrencies, hurting the penetration of Brazilian products
in Burope and in third markets, where they competed with European pro,

ducts.?®

A second factor explaining the decline of the share of the FEEC
is the considerable decline of the priccs of primary products in in-
ternational markets, as a significant part of the cxports of Brazil
to the EEC has traditionally consisted of primary prodncts.® In 1975
and 1982, food prodncts represented respectively 63.8% and 51.7% of
Brazilian exports to the EtC, and mammfactnres only 16.4% and 28%,
while iron ore accommted for 13.1% and 12.3%. In those same years,
while the share of the Ten in total exports was respectively 27.9%
and 26,9%, their share in the total Brazilian cxports of food pro-
ducts was respectively 32.8% and 35.1%, while the corresponding share

for manufactnres was only 17.8% and 19.4%. The share of concentrates

and of iromn orc was 34.4% and 37.6%.
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While fluctuations in Brazilian exchange policy are not wunder
the control of European policy makers, it would appcar that the com-
position of Brazilian exports to the EEC can be easily affected by
the overall economic policies of the Community, notably with respect
to agricultural products. Thus, the deciine of total sﬁgar gxports
from Brazil has been frequently associated with protectionist measn-
res in favor of EEC bect sugar, while in the 1960s and the 1970s for
mer colonies of EEC memher countrics have rcceived preferential treat-
ment . “lowever, in spite of this, the Brazilian shave of imports of
the EEC from outside the EEC has systematically increased from 1980
to 1985, from 1.7% to 2.5%, declining to 2.2% in 1986. It should he
noted that from 1980 to 1985 imports of the EFFEC from non-EEC coun-

tries declined in dollar terms, recovering somewhat in 1986, %

A third cause, therefore, for the decline in the share of the
EEC in Brazilian exports, also pointed ont in a recent study,® would
be the diffcrences in rates of growth between the United States and
the EEC during part of the 1980s. But clearly the composition of Bra
zilian exports (showing a comparatively smaller penetration of Brazi
lian manufactuved products in the EEC than in the United States and
than in new markets in developing countries), and the evolution of the
relative prices of primary and industrial products are more important

explanatory factors.

The diversification of Rrazilian exports in the post-wor period
may be seen, on the other hand, as a faverable factor, as Europe now
absorhs a significant sharc ol the Brazilian exports of soybeans (now
under a morce advanced phase of processing). 1In fact, the LEC accoun
ted for around 2/3 of Brazil's exports of animal feed in the early
1980s. The share of the EEC in tatal coffee, meat, cocoa and iron ore
exports was around a third of the total and it exceeded 40% in  the

case of other products such as tabacco and leather {now mmufactured).



Though the share of the EEC in exports of manufacturcd products in ge
neral is beclow average, it has become an important marked for some
specific products such as textiles and clothing (absorbing about 1/3
of the total), but also for some types of machinery and transport
equipment. ® 1t would be most desirable if in the future equal suc-
cess could be observed in the case of other branches of manufactures

exported by Brazil.

b) The Brazilian Import Trade and the EEC

As in the case of cxports, there were <significant changes in
the composition of Brazilian imports in the post-war period. From
1947-1951 to 1867-1971, the share of raw materials, including fuels,
declined from 25.5% to 16.0% and that of food and beverages (inclu-
ding mninl* wheat) from 16.8% to 14.4%, while the participation of
chemical prodncts and manufactures in general rose from 57.7% to

69.69%.°%°

The spectacnlar increase in oil prices in 1973-1974 and apain in
1979-1980 subverted the structure of Brazilian imports, as oil pnr-
chases were to account for as much as 52.2% of total imports in 1982,%
.Import substitution of intcermediate products and machinery and equip
ment in the 1970s had contributed to reduce Brazil's dependence on fo
reign products.®’  In the 1980s, the intensification in the use of
alcohol as fuel for motor vehicles and, more important, the signifi-
cant expansion of Brazilian oil production, reduced Brazil's relian-
ce on oil imports®® and interrupted the increase in the share of oil
in total dwmports, which more recently was also affccted by the decli

ne in the international price of o0il.* Tablc 6 shows the distribu-




Table 6 - Brazil - Tmports F.0.B., According to
Selected Catepories, 19811986
(In US$ million)

R EEI———— SR
’ 1984 1985 ‘ 1986
. . . . - T " 7 ———— .
‘DISCrlm]thlon (US$ (1) (Us$ ) (USS )
million) ’ million) million)
0il1 and Derivatives 6,866.6 49.3 5,693.6 43.3 3,020.1 21.5
Capital Goods ' 2,151.6 15.5 2,479.9 18.8 3,163.9 24.7
Wheat 755.0 5.4 591.1 4.5 248.3 1.8
Raw Materials 3,288.2 23.6 3,361.0 25.0 4,706.4 33.5
Steel, non fcrrous metals
and other ores 390.6 2.8 393.6 3.0 598.2 2
Chemical products 1,700.5  12.7  1,837.3  14.0 2,583.8  18.3
Coal 453.7 3.2 460.3 3.5 477.9 3.4
Other raw materinls 677.4 4.9 669.8 5.1 1,046.5 7.4
Other Products 854.9 6.2 1,027.9 7.8 2,605.6 18.5
TOTAL 13,015.8  100.0  313,153.5 100.0 14,044.3 100.0

Sources: 1984: Bruzil Fconomic Program, Vol. 5, Nov. 1985, p. 60.
1965:  Brazil Lconomic Program, Vol. 13, Nov. 19386, p. 88.
1986:  Rrazil Economic Progrim, Vol. 15, Jun. 1987, p. 91.



tion of Brazilian imports F.0.B., according to selected categorics.
0il and derivatives which still accounted for 49.3% of total imports
in 1984 vesponded for only 21.5% of total imports in 1986 (though
this share should incrcase to about 28% in 1987), while the share of
capital goods recached 24.7% of the total. Among raw materials, che-
mical products were the most important group, respending for 18.4%
of total imports, while the share of steel, non ferrous metals  and

other ores was 4.3%.

Again, as in the case of exports, the changes in  the composi-
tion of Brazilian imports are associated with fluctuations in the sha
res of specific countries. The absolute predominance of the United
States, which in 1945-49 accounted for 54% of total Brazilian imports
was gradually croded after its share recached a maximm of 61.3% in
1947, By 1980-1986, it had fallen to 17.8%, less than a third of the
average observed in the immediate post-war. Again, Britain's relati
ve declinc-was cven more dramatic. Its share of Brazilian imports
fell from 8.3% in 1945-1949 to only 1.8% in 1980-1986. From the 1950s,
Germany rapidly became Brazil's second main supplier, as its share.
reached 7.8% from 1950 to 1959, increasing to 10.8% in 1970-1979 (with
a maximum of 12.8% in 1971) and remnining at 5.8% in 1980-1986. Japan's
progress has also been remarkable, from 2.2% of tetal imports in the 1950s
to 7.6% in the 1970s, with a decrease in 1980-1986 to 4.8%. France
never recovercd its pre-war importance, but rvremains with ITtaly ouc of
CBrazil's principal suppliers of manufactures and especially of machi

nery.

In the post-war, IEC Countries never had the clear predominance
in the Brazilian import trade which they showed in the 1970s with re
gard to cxports., In fact, the share of the S$ix never exceeded that
of the United States, and it reached a maximum of 20.3% in the 1970s,

In vicw of Britain's decline, the share of the Ten was higher in the
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1950s than in the 1970s. Finally, the Twelve did have a greater par
ticipation than the United Statcs in the 1970s, when they responded
for slightly more than 1/4 of Brazil's total imports (with a maximum
of 32.8% in 1972). From 1980 to 1986, however, their share fell to

15.1% (sce Table 7).

Scveral factors have contributed to that evolution. First, as
it was previously mentioned, the prowing share of oil in  total im-
ports and balance of payments difficulties have forced Brazil to cur
tail other imports. On the other hand, imports from the EEC consist
basically of manufactured products (94% in 1980-1982) and in particu
lar of machinery (53% in 1980-1982). Increasing import-substitution
of capital goods in the 1970s, as more sophisticated machinery began
to be produced in Brazil (often by subsidiaries of European firms) *®
and a decrease in the rate of investment were bound to affect this ca
tegory of imports. More rccently, these were also affccted by a re-
dnftion of suppliers credits, which resnlted from the aggravation of
the debt problem. Finally, direct restrictions on imports tended to

increasc as balance of payments difficnlties developed.

It is therefore not surprising that from 1980 to 1985 the share
“of BEC cxports to Brazil in total EEC exports showed a clearly decli
ning trend with a recovery in 1986,"! (which may be associated with
a relaxation of controls on imports and with nmusnally high  imporis
cf food by Brazil in that ycar in view of a serions dronght in the
previous year).

In the necar futurce, the prospects of Braziliaun imports from the
EEC will continue to depend on the country's reliance on  imported
0il and on the cvolution of the international) price of that product,
and also on the success of economic policy in the sense of guaran-

teeing a sustained growth rate and a recovery of demestic investment,



Tablc 7 - Brazil - Geographical Distribution of Tmports

C.1.F., According to Selected Countries, 1945-1986

(In %)
. - S N . J

Countries 1945-49 1950-59 1960-69 1970-79 1980-86
1) Belgium-Luxcmburg 2.16 1.96 1.34 1.43 0.63
2) France 1.47 4.31 3.61 3.16 2.88
3) West Cermany 0.13 7.69 $.79 10.77 5.82
4) Italy 1.29 2.33 2.84 3.06 1.93
5) Netherlands 0.53 1.91 1.60 1.87 1.11
A = (1+42+3+445) 5.58 18.20 19.18 20.29 12.37
6) Denmark 0.15 1.61 1.42 0.43 0.14
7) 1reland 0.04 - 0.00 0.06 0.10
8) United Kingdom 8.34 4.83 3.40 3.50 1.79
9) Greece 0.04 0.17 0.09 0.02 0.00
B = (6+7+84+9) 8.57 6.61 4.91 4.01 2.03
C=A+B 14.15 24.81 24.09 24.30 14.40
10) Spain 0.45 1.04 1.08 1.03 0.51
11) Portugal 1.80 0.36 0.28 0.28 0.21
D = (10+1D) 2.32 1.40 1.36 1.31 0.72
E=A+B+D) = Total EIC 16.47 26.21 25.45 25.61 15.12
Memorandum 1tems

United States 5§3.95 34.51 32.73 24.84 17.76

Japan . 0.00 2.12 3.74 7.60 4.77

Source: Annex 2.
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The latter, on the other hand is linked to a satisfactory solution
of the debt question, permitting new inflows of forecign capital into

the country.

¢) The Balance of Trade

In recent years, the balance of trade between Brazil and the EEC
has been very favorable to the former, as in certain years Brazilinn
exports to the EEC have becn cquivalent to three times Braziljan im-
ports from the same countries. However, in a longer run  perspecti-
ve, trade was morc balanced and in scveral years the balance was in
favor of the EEC. As regards the Six, this was true from 1950 to
1952, in 1955, {from 1957 to 1960, in 1962, and again in 1971-1972 and
1974-1975. In the case of the Ten (or of the Nine, as the trade with
Greece is not very significant), which are very affected by the Uni-
ted Kingdom, there were surpluses in favor of the EEC in  1950-1952,

1957, 1960, 1971-1972 and 1974-1975. Tinally the inclusion of Portu

>
gal and Spain only changes that picture with respect to 1972, as for
the Twelve, in that year, the surplus turned into a deficit“?(sce Va

ble 8).

It may be noted that, jn'spite of commercial restrictions or ad
vantages granted by the EEC to other countries, in the last eleven
years trade balances in favor of Brazil have been systematically ob-
served. However, these have been partially compensated by negative
balances in the services account, notably with respect to profit re-
mittances and interest payments, as it will be shown in other parts

of this study.



Table 8 - Balance of Bracilian Tradel with the IIC, 1945-1986

(1945-52: in million crurzeiros; 1953-86: in million dollars)
Six Countiies? Ten Countries ? Twelve Countries®

Years R —— ’ —— - - ;

txports lIwports Balance ULxports Imports Balunce Exports Imports Balance
1945 343 - 343 2,052 341 1,711 2,308 636 1,672
1946 2,563 490 2,073 4,632 1,558 3,074 5,209 2,000 3,203
1947 2,974 1,588 1,386 4,925 3,189 1,736 5,936 3,590 2,346
1948 2,918 1,662 1,256 5,387 3,843 1,544 5,972 4,230 1,742
1949 2,767 1,911 850 4,803 4,048 155 5,263 4,888 375
1950 3,179 3,202 -23 5,642 5,860 -218 6,019 6,129 -110
1951 5,483 6,667 -1,184 9,203 10,181 -978 9,510 10,567 -1,057
1952 4,828 7,578  -2,750 6,059 11,205 -5,146 6,191 11,489  _5,298
1953 340 213 133 449 353 96 469 366 103
1954 404 324 80 518 384 134 544 401 143
1955 263 268 -5 361 314 47 397 348 49
1956 258 165 93 349 242 107 374 273 101
1957 213 257 -44 313 333 -20 347 359 -12
1958 219 235 -16 305 297 g 321 310 11
1959 253 259 -6 354 323 31 305 338 27
1960 249 291 45 342 376 -34. 300 400 -40
1961 314 203 51 405 352 53 438 369 69
1962 290 302 -12 374 366 8 395 394 1
1963 394 297 97 484 370 114 500 383 117
1904 374 211 163 479 2066 213 197 279 218
1965 412 187 225 523 233 290 554 243 311
1966 431 258 173 555 315 240 585 331 54
1967 452 319 133 561 391 170 5901 420 171
1968 481 447 34 598 562 36 653 602 51
1969 682 503 179 8§34 - 641 193 914 672 242
1970 771 630 141 969 815 154 1,089 859 230
1971 794 864 -70 970 1,109 -139 1,083 1,170 -87
1972 1,132 1,225 -93 1,378 1,481 -103 1,582 1,570 12
1973 1,894 1,617 277 2,312 1,938 374 2,594 2,040 548
1974 1,946 3,111 -1,165 2,452 3,523 -1,071 2,820 3,707 -881
1975 1,984 2,932 -948 2,424 3,352 -928 2,849 3,502 -65%
1876 - 2,519 2,308 151 3,104 2,757 347 3,584 2,895 689
1477 3,346 2,231 1,115 3,902 2,574 1,388 4,572 2,720 1,546
1978 3,008 2,378 690 3,799 2,815 984 4,158 2,953 1,205
1979 3,643 3,040 603 4,594 3,591 1,003 4,990 3,785 1,205
1080 4,649 3,313 1,331 5,466 3,843 1,623 6,141 4,109 2,032
1081 5,012 2,801 2,148 5,933 3,267 2,606 6,409 3,423 2,980
1982 4,562 2,353 2,209 5,426 2,652 2,774 5,802 2,779 3,083
1983 4,755 1,729 3,020 5,089 2,010 3,079 6,321 2,103 4,218
1984 5,200 1,536 3,670 6,157 1,867 4,290 6,814 1,925 4,889
1985 5,394 1,720 3,674 6,227 2,022 4,205 6,890 2,100 4,796
1986 4,519 2,777 1,742 5,308 3,253 2,115 5,881 3,449 2,432

11945 to 1952, Ffipures in million cruzeivos; 1953 to 1986 figures in US$ million.

2 pelgium, Tuxemburg, France, West Germany, ltaly, Retherlands,

P The Six coutries md Dommark, Iveland, the United Kingdom and Greecce,

* The Ten countries and Portugal and Spain.

Sources:

Ammex 1 and Anmex 2.



IV - FOREIGN DIRECT INVESTMENT IN BRAZIL IN THE
POST-WAR_PERIOD: 110; CONPARATIVE ROLE OF THE EEC

The statistical evidence available on direct investments in Bra
zil in the post-war period permits to draw a recasonably clear pictn-
re of the role of the prinéipnl investor countries. The distinction
between private portfolio investments and direct investments becomes

® and though scveral caveats apply

much clearer than in previons years"®
to theé data, notably in view of exchange rate fluctuations, the re-
cords of the Central PBank of Brazil for more recent ycars are ¢uite

reliable.""

a) The Immediatc Post-war Years

The available data on the immcdiate post-war years are incomplete.
A British estimate puts Brjtiéh investments in 1945 (excInding govern-
ment bonds) at around & 85 million, 'on the basis of the par value of
securities listed on the London Stock I'xchange', a figure which possibly
overestimatced recal valunes. On the other hand “the foreign Brazilian
credits (arising ont of Brazilian shipments during the war) amounted
to £ 61,5 million in Narch 31, 1947 (but were) reduced to §£50 million"
at the time an Anglo-Brazilian trade and payments agreement was sig-
ned on May 21, 1948. "This agrecment made provision for the esta-
blishment of special accounts, bearing interest at 1% per annum, pen
ding the liquidation ol the credits through trade or otherwisc'. Among
the posgiblo unscs of funds were the purchase or repayment of Brazi-
lian government sterling loans, or payments in respect to the taking
over of British firms in Brazil. Thus the Brazilian govermient  benght
British railroads for § 15 million, contribnting to a rcduction of

overall British direct investments in Brazil."®



American direct investments were still probably smaller than
British investments in 1945, but soon cexceeded them as a result of
of new capital inflows. The available data for 1943 on the "value of
Brazilian asscts owned in the United States', compiled by the U.S.
Treasury department show that "interest in Contro]lcd‘ enterprises
reached US§ 236.1 million, ﬁot including personal property and real
property.® By 1946, according to the United States Department of Com
merce, Amecrican dircct investments in Brazil totaled US$ 323 million,

39% of which were in manufacturing.

The interests of other countries in Brazil were smaller and may
be surveyed according to sectors of economic activity. 1In fact, the
only other country with a sizeahle share of total direct investments
was Canada, as Canadian nationals controlled the largest electric po
wer company in the country (with a capital of about USS$ 80 million),
fn?nishing Fight, power, traction and gas to sceveral citics  through
various subsidiaries, and which together with an American company ge
nerated and distributed about 75% of the total power produced in Bra
zil. in the late 1940s. Therve was also Canadian capital in  banking

and cement production and some in mining.

As to present-day EEC member countries, Belgium and  Luxemburg
had a substantial participation in a steel company founded in the
1920s, which produced pig iron and rolling mill products. The Portu
guese controlled & bank, and had an important participation in 'pro-
visions trade, commerce and real estate'". The Dutch also controlled
a bank, but little else."’

French investments had already congidornbly shrunk by 1938 when
they totaled ahont § 40 million, of which morc than 2/3 were govern-
ment loans. By 1945 there was no large company entirely controlled
by the French, whose direct investments were not  concentrated and

went to such sectors as pharmaceuticals and cosmetics.®®



German and Italian investments (not including the holdings of
citizens who hecame naturalized in Brazil) which were not very signi
ficant by 1939,*° werc sequestered during the war and transferred to
Brazilian ownership. 7This was the casc of onc of the airlines exis-
ting in 1940 "and of seven CGerman and Italian insurance companies al

so liquidated during the war', ¢

The available information on the corporate capital of foreign
vbusinésses in 1945-46 shows a total of 3.44 billion cruzeiros, of which
63.9% were invested in public utilities, 11.6% in diron and steel,
about the same in meat packing, 7.3% in railroads, 3.2% in banks,

1.3% in airlines and 1.2% in insurance companies.®

The first official Brazilian estimates are apparently the figu-
res on "forcign capital investced in commercial firms and  incorpora-
ted business enterprises' registeved with the Ranco do Brasil on Dec.
31, 1950, which on the basis of the official exchange rate of 18.72
cruzeiros per dollar, reached a total of US$ 1342.7 million.% More
detaijled data on foreign capital “in cruzeiros are availoble for
1951 and presented in table 9. It should be noted that 51% of the
stock of 28.5 billion cruzeiros had been registered originally in cru
zeiros, and the remaining 49% in twelve different currencies, so that
the total of US$ 1546.3 million which results from conversion at the
official rate of exchange may be an overestimation of actual past fo
reign investments and certainly includes reinvestments in local cur-

rency.

However, the distribution according to countries of ovipin con
firms the Dnited States as the most important investor-country with
43.9% of the total (to which should perhaps be added the 2.3% attri-

o

buted to Panama), while Britain, with only 12.1% of the total, had

slipped to thivd position, behind Canada whose share reached 30.3%.
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Table 9 - Brazil - Forcign Capital Registered on

Dec. 31, 1951, According to Selected Countries

N ¥
Countrics Million )

Cruzeiros

Germuny 1.9 0.00
Felgium 213.8 0.74
Denmark 9.0 0.03
Spain 6.9 0.02
France 941.1 3.25
Netherlands 96.1 0.33
United Kingdom 3,495.6 12.08
ltaly 90.6 0.31
Luxemburg . 232.7 0.80
Portugal 193.4 0.67
(Subtotal) '(5,'281.1) (18.23)
United States 12,707.6 43.90
Panama 659.5 2.28
Canada 8,782.8 30.34
Japan - -
Sweden : 106.1 0.37
Switzerland 284.1 0.98
Argentina 171.1 0.59
Uruguai 898.1 3.10
Other 56.4 G.21
10TAL
Cruzeiros (Million) 28,946.8* 100.00
USE (exchange at 18.72

Cr§ per USS) (Million) 1,546.3

* Of that total 14,819.0 million cruzeiros were
registered in national cnrrency, and the rest
in 12 different currencices. There were
US§ 677.3 million, § 24.8 million and FS 13.9
mitlion. .

Source: Banco do krasil, Relatdrio 1951, Rio de-

Janciro, 1952, pp. 302-303.°



Present-day mcmber countries of the EEC, including the United King-

dom accounted for only 18.2% of the total.

According to American estimates, direct investments of the Uni-
ted States in Brazil reached § 644 million in 1950, a figure which

is not inconsistent with Brazilian official data.

'b) From the 1950s to the 1980s

During the 1950s, especcially after the middle of the decade, fo-
reign direct investments in Brazil increased considerably. Several
factors seem to have contribnted to larger capital inflows. Restric-
tions on capital transfers and remittances of.profits were abolished
in 1953. The system of multiple exchange rates introduced in that
same ycar represented a 'de facto devaluation... a market mechanism
for equating exchange supply and demand', therefore stimulating lo-
cal productionand disconraging imports. Instruction N9 113 of SUMOC
(a government agency which preceded the Cential Bank) allowed im-
ports of capital equipment without exchange cover. (The value of the
machinery was registered as a dirvect investment in the firm and its
equivalent value in forcipgn currvency was accepted as the basis for fu
ture capital or profit remittances). The tariff of 1957 was also de
signed to provide adequate protection to the industrial sector, fur-
ther stimulating domestic production, while a set of rnles known as
"the law of similars” (whose origins were in the early 1900s) restric
ted imﬁorts of goods "similar" to local products. Finally, the new ad
ministration clected for the period 1956 to 1961 established various
sectoral targets, granting incentives to new industrial sectors, and
implemented investments in ecconomic infrastructure notably in the pro
duction of energy, which weye complementary to investments of the pri

vate scctor. All these incentives and an "anticipatory effect’, out



of fear of exclusion from the expanding Brazilian domestic market,

led to particularly large investments in manufacturing.®

Though the Unitcd States had the Jargest share in new invest-
ments, among LEC countries the importnncé‘of West German investments
was particularly remarkable. These were directed to new Sectérs such
as the automotive and capital goods industries. According to offi-
cial German statistics, from 1951 to June 30, 1961, West Cerman di-
rect investments abroad totaled 3.4 billion marks (about US$ 850 mil
lion) and Brazil ranked first among receciving countries with 598 mil
lion marks or 17.6% of the total.® According to American data, on
the other hand, the stock of direct investments of the United States
in Brazil reached US§ 835 million in 1957 and US$ 935 million h11960,

when the sharc of manufacturing in the total recached 54%.°%°

Several BEEC countries and Japan also made significant invest-
ments in various scgments of manufacturing in the 1950s, which in se
veral cases vesulted in transfevs of kunow how. The data in table 10
chow mainly the values of operations anthorized on the hasis of Ins-
truction 113 (which constituted a large fraction of total invest-
ments from 1955 to 1960), according to countries of origin and scc-
tors of destination. The share of IIC countrics in the total was 34%
(as opposcd to an American participafion of 44%), and was largely cXx
plained by German investments (19.4% of the total) but also to a les
ser extent by those of France, the United Kingdom and Italy. Canada
did not increcasc its new investments in accordance with its share in
the total stock, while Japanese and Swiss investments gained in im-

portance.

As to the sectors of destination of these investments, the vehi
cle industry including trucks, buscs and antomobiles received 48% of
total capital inflows, while 2.6% went into the production of trac-

tors. Cevman Cand to a mich lesser extent French) capital was direg



Table 10 - Brazil - Foreign Direct Investment, According to

Countries of Origin and Sectors of Destination, 1955-1960

Discrimination

Comtrics of Origin
West Germany
Belgium

France

Italy .

Netherlands

United Kingdom

United States
Canada

Japan
Switzerland
Sweden

Other

TOTAL

Sectors of Destinntion

Shipbuifding

Mechanic and Electric (lleavy)
Industyies

Mechanic and Electric (Light)
Industries

Non Yerrous Metallurgy

lleavy Chemical and Petrochemical
Industries

Steel

Vehicles, Automobiles, Parts

Tractors and Accessorics

Chemical and Pharmaceut ical
Industries

Textiles ‘
Food Industries
Mining

Cement

Other

TOTAL

1

US$

Million *

93.9 19.4
8.0 1.7
24.1 5.0
10.7 2.2
8.9 1.8
190 3.9
164.6 34,0
213.4 44.0
20.3 4.2
18.4 3.8
34.9 7.2
8.4 1.7
24.7 5.1
484.7 100.0
13.0 2.7
22.% 4.6
47.2 9.7
10.9 2.2
42.6 8.8
9.6 2.0
233.0 48.1
12.5 2.6
19.3 4.0
19.2 4.0
12.6 2.6
6.3 1.3
4.7 1.0
31.5 6.4

[.

484.7 100.0

Source: Amual Data from Banco Central do Brasil, reprodi-
cod G 180K, O Brasil ¢ Nmeros, Lio de Janeiro, 1966, p.

105.
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ted to the forwer scectors. Capital from West Germany and from other

EEC countrics was also iuvested in heavy and mechanical indnstrices,

which also ahsorbed a significant share of the total. Dutch capital
(soon competing with a Japanese {irm) was directed to shipbuilding
and French and Belgian capital was also invested in chemicals. Ger-
man capital competed with Swiss capital in chemical and pharmaceuti-

cal products and Switzerland also invested in food industries.

According to balance of payments statistics, net annual foreign
direct investments averaged only US$ 17 million in 1947-1950, and
there was a negative investment of US$ 4 million in 1951, followed by
a positive average of US$ 14 million in 1952-1954. Net direct in-
vestments jumped to USE 43 million in 1955, and averaged US§ 112 mil

lion from 1956 to 1961 (see Table 11).

A ranking of the 32 lavgest enterprises jn Brazil in the early
1960s showed 14 firms with substantial foreign capital participa-

tion. These still included three large public utility companics (ha

sically electric power) including two Canadian and one American; the

already mentioned steel company under Belgium-Luxemburg contyiol; ano
ther steel industry with government and Japancse participafion; alar
ge British Tobacco firm; two German and two American firms in the au
tomotive industry; an American firm in oil distribution; a British compa-
ny in gold mining; an American company in cotton and oils; and an
" Italian company in tires and cables.® Capital from five EEC coun-
trics controlted six of the largest manufactnring firms in Brazil.
After 1961, Brazil entered a period of political unrest. There
were "intcrventions'" by the government in certain public utility com
panics and expropriations, which would ouly be the object of final
settlement  after 1964 (as a vesult, the total value of Amcrican

investments in  Brazil was reduced). %8 This had n reflection on



Table 11 - Brazil - Net Direct Foreign Investments and

Net Remittances of Profits and Dividends, 1947-1986
(USS million)

¥ T ¥ T
. Net
NeﬁorSQE;Ct Remittances of %iiiQSEwgif

year Investments Profits and Flows

T Dividends :

) (2) (3)=1)-@)
1947 30 23 13
1948 25 38 -13
1949 5 41 36
1950 3 47 ~44
1951 -4 70 -74
1952 9 14 -5
1953 22 93 -71
1954 11 49 -38
1955 43 43 0
1956 89 24 65
1957 143 26 117
1958 110 31 79
1959 124 25 99
1960 99 40 ’ 59
1961 108 31 77
1962 ) 69 18 51
1963 30 n.d. -
1964 28 n.d. -
1965 70 18 52
1966 74 42 32
1967 76 73 3
1968 61 ) 84 -23
1909 177 81 90
1870 132 119 13
1971 168 118 50
1972 318 . 161 157
1973 940 198 742
1974 887 248 639
1975 892 235 657
1976 959 380 579
1977 810 455 355
1978 - 1 071 561 510
1979 1 491 6306 855
1980 1 121 310 811
1981 1 584 370 1 214
1482 991 585 400
1983 601 758 -94
1984 1077 796 280
1985 720 1 056 ~336
1986 p -115 1 237 - -1 352

p Provisional {igures.
Source: Official data from various sources compiled in Tu-

iz Aranha Correado Laps, Investimentos Diretos no bBrasil e
a Conversao de Dmpréstimos om Capital de Risco, Texto para
Discussio n® 161, Departamento de Fconomia, PUC/RJ, Mar.87,

p. 6.



net direct investments which fell to on average of US$ 42 million in
1962-64. In the period 1965-68, the average incrcusgd to US$ 70 mil.
lion, but net annual inflows wonld really increasc after 1969 when
the levels of the late 1950s were again exceeded. (A new law on fo-
reign capital had been passed in 1962, and complemented in 1961, es-
tablishing basic principles which have been maintained nntil 1987, It

created a stable environment for new foreign investments).

In fact, from 1970 to 1974, annual net inflows increased to
US$ 489 million, reaching USE 1,015 miljlion fryom 1975 to 1979 and
US§ 1232 million from 1980 to 1982. In the whole decade, direct in-
vestments from the EEC were particularly significant. After the debt
crisis; net direct investments fell tOFUSS 664 million in 1983, reco
vered to USS 1077 million in 1984, declining again in 1985 to US$ 720
millien, to become negative and of the order of US$ 115 million in

19863 (sce Table 11).

The availahle data on the stock of foreign dircct investments
in the 1970s and in the 1980s are qgnite complete. Table 12 shows
that from 1971 to 1986 the sharc of forcign capital registered as Ame
rican fell from 37.3% of the total to 29.7%, while the share of the
ELC becawme predominant in the 1980s reanching 34% of the total in 1986,
As already mentioned, sowe variation in the shares of specific conn-
tries is dne to cxchange rate flnctuations, bnt the predominance of
"the LEC scems at first sight clearly established and the amount of
US$ 9.4 billion is certainly very significant,

However, the presence of several "fiscal paradises'" in the sta
tistics may mask the actual relative participaltion of European and
American capital. In fact as tabie 13 shows, Panama and Liberia,
which traditionally harbonr American investments acconnted for 0.3%
of total registered capital, while Licchtenstein and four Caribbean

gronps of islands responded for another 2.5%.
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Table 13 - Brazil - Dircct Investments and Reinvestments

in Brazil, Position of Sept. 30, 1986
(I USS Million)

R T L T

Reinvestments
Countrics Investments  Reinvestments Total (%) Yoty T
(%)

1) Belgium 202.0 157.3 359.3 1.30 43.8

2) Luxemburg 370.8 77.0 447.8 1.62 17.2

3) France 522.4 533.3 1,055.7 3.81 50.5

4) West Germany 2,863.7 1,401.4 4,265.1 15.40 32.9

5) Italy 874.4 155.3 1,029.7 3.72 15.1

6) Netherlands 414.1 176.8 590.9 2.13 29.9
A= Z\(l +2+344454+6) 5,247.4 2,501.1 (7,748.5) (27.98) (32.3)

7) Denmark 34,1 12.9 47.0 0.17 27.4

8) Ircland - - - - -

9) United Kingdom 778.5 682.8 1,461.3 5.27 43.0
10) Greece 0.0 - 0.0 0.00 -
B=3% (A+7+8+94+10) 6,060,0 3,196.8 (9,256.8) (33.42) (34.5)
11) Portugal 53.3 5.5 58.8 0.21 9.4
12) Spain 88.9 5.8 94.7 0.34 6.1
C=Total BEC= (ABy e 12) 6,202.2 3,208.1 (9,410.5)  (33,97) (31.1)
United States 5,452.2 2,766.2 8,218.4 29.067 33.7
Canada 930.8 499.2 1,430.0 5.16 34.9
Japan 2,156.0 428.5 2,584.5 9.33 16.06
Switzerland 1,225.7 1,093.1 2,318.8 8.37 47.1
Sweden 306.9 128,8 435.7 1.57 29.6
Netherlonds Antilles 216.8 17.5 234.3 0.85 7.5
Bahamas 78.3 27.5 105.8 0.38 26.0
Bermuda | 195.4 39.4 234.8 0.85 16.8
Cayman 77.9 37.6 115.5 0.42 32.6
Liberia 467.7 17.1 484.8 1.75 3.5
Liechtenstein 147.4 29.8 177.2 0.64 16.8
Panama 889.1 381.5 1,270.5 4.59 30.0
TOTAL 18,974.0 §,730.0 27,704.1 100,00 31.5
Source:  Banco Central do Brasil, Boletim Mensol, Sepavata Jan.-Feb. /1987, pp. 14-15.



As to other countries, the Japancse share more than doubled [rom
4.3% in 1971 to 9.3% in 1986, while Switzerland, with 8.4%, is the.
fourth most important investor in Brazil bchind the United States,
West Germany, and Japan. With 5.3% of the total, the United Kingdom
definitively lost its historically pre-eminent role, and is «closely
followed by Canada which, in spite of the purchase by the Brazilian
government of all Canadian-owned public utilities, still preserves a

share of 5.2% of the total.

With respect to reinvestments, it should be noted that their ave
rage participation in the tdtal investment of LEC countries (34.1%)
is not very different from their share in the total foreign capital
in the country (31.5%). While Germany‘and the Netherlands are nea-
rer the average, France, the United Kingdom and Belgium show a higher
reinvestment participation and Italy, Portugal and Spain appear to
have reinvested very little. Undisbursed earnings have been an im-
portant source of reinvestment since the immediate post-war period.60
Reinvestments, however, are a function of the sectors of destination
of the investments, of the length of the period of permancnce of ori

ginal investments in the conntry and of sectoral industrial policies

of the government.

Table 14 shows the distvibution of direct investments and rein-
vestments according to sectars of cconomic activity on Sept. 30, 1986.
"Three fonrths of the total Toreign capital of USS 27.7 billion in Bra
zil are in manufacturing and only 0.9% in agriculture. Mining ahsorhs
2.6% and public services only 0.21%. The share of banking 1is only
3.65%, whilc that of consu]linﬁ and administiration cf property rca-

ches 9.4%, and "other services' 5.8%.

However, these are overall averages. In the case of EEC coun-

tries, the sharc of mamfacturing is also predominant. It is parti-
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cularly high in the case of Germany (89.63%) and Ftaly  (91.3%), but
less so in the case of France (60%), the Netherlands (52.4%) and the
United Kingdom (52.5%). Agriculture and cattle breeding are irrele-
vant in all cases but Spain, but the latter's investments are small
in absolute terms, Banking is the most important sector in the casec
of Portugal (73.2%) and has.somo importance in the case of Spain
(35%), France (11.9%), the United Kingdom (6.2%) and Belgium (5.7%).
In all other cases its share is below 5%. Consulting and property
édminiétrutionris relevant particularly in the cases of the United
Kingdom (27.1%), Belgium (20.9%), IFrance (18.50%) and IAlxembln};(]S.S%).lﬁl
blic services have become irrelevant with the nationalization, in the

last decades, of communications and electric energy scrvices,

As regards the manufacturing sector, the relative importance of
the various branches also varies considerably from country to coun-
try.  Taking the four largest countries of the FEC, in the case of
Gevmany the shares of automobites (24.8%) and autoparts (9.1%), mechn
nical industries (14.3%) and metallurgy (10%) appear as particularly
retevant. The case of Italy is similar, with a great predominance of
the automotive industry (44.3%), followed by steel (13.7%), mechani-
cal industries (9.4%) and metallnrgy (8.3%). The investments of Fran
‘ce arc more evenly spread among the vafious sectors, but the share of
basic chemicals {25%) is particultarly high, as it is also the casc
of the Netherlands (20%) and especially of Belgium (44.49%). Iinally,
in the case of the United Kingdom, hasic chemical products (7.6%) and
0il and derivatives (30.3%) are the two most important manufacturing
segment§, and the country still preserves non-negligible investments

in mining (responding for 6% of the total).

An exawination of the 50 Jargest firms in Brazil in 1986 accor-
ding to gross sales, including public campanies, shows. that the lar-

gest private firm and third largest of all the firms in the country



is Anglo-Dutch and is engaged in oil distribution. A German automo-
bile mannfactnrer and a British Tobacco firm are ﬂléo among the ten
largest, ranking fourth and fif{th respectively. Five American firms
rank from 7th to l4th. A sccond German bus and truck manuflactiurer
and an Italian cable and tirc producer are also among the largest 25.
From the 28th position to the 45th, there are an Italian automobile
manufacturer, a.FrenCh Chemical firm, a Dutch cosmetics firm and a

bDutch manufacturer of electronic products. 2

The distribntion of the investments of specific countrie% by
sectors of economic activity is related to rewmittances of profits and
dividends in view of the different rates of return in the various
sectors, Though a more thorough examiﬁation of this question esca-
pes the objetives of this study, those remittances in 1986 and their
relation to the stock of capital in Decc. 31, 1985 are presented, ac-

cording to main countrics, in table 15,

While the ratio of total remittances of profits and dividends to
the total cupital stock was 1.8% (historically it never cxceeded th‘
average of 6%), there were significant variations from country to
country and the remittances of the EEC were below average (éj%), main
1y as a recsult of the behavior of West Germany and Italy. 1t should
be borne in mind that 1986 was an atypical year, but there are other
indications (which are confirmed by the figures on reinvestments al-
“ready presented) that most foreign firms in  Brazil, notably those
from the LI, reinvest a substantial fraction of their profits in the
country., In spite of this, the annual remittances of profits and di
vidends to LEC countries are cduivnlont to a far from negligible frac
tion of the trade surplus of Brazil with the area, and the commercial
advantace of the country is partially compensated by a deficit in the

services account,



Table 15 - Brazil - Remittances of Profits and Dividends,

by Selected Countries, in 1956

(In US$ 1000)

—
Total Direct

Remittances of

Investments and Profits and (2)/()
Countries Reinvestments Dividends (%)

Dec. 31, 1985 in 1986 p

1) (2) (3)

Belgium 306,331 29,174 9.5
Luxemburg 432,492 12,590 2.9
France 925,828 62,529 6.8
West Cennany 3,546,638 113,378 3.2
Italy 956,316 8,786 0.9
Netherlands 518,142 26,933 5.2
United Kingdom 1,429,790 38,109 2.7
EEC (7 countries) (8,115,543) (291,559) (3.0)
United States 8,055,010 507,827 6.3
_Canada 1,252,002 75,411 6.0
Japan 2,385,176 52,049 2.2
Switzerlond 2,072,831 82,084 4.0
Sweden 407,580 35,984 8.8
Netherlands Antilles 229,899 12,623 5.5
Bahamas 153,480 15,397 10.0
Liberia 480,784 4,290 0.9
Panama 1,171,450 41,035 3.5
TOTAL 25,664,484 1,237,000 4.8

p Preliminary.

Source: Ranco Centr

al do Brasil.



In conclusion, if the trends is post-war foreign direct invest-
ment are consivercd in a longer run perspective, there was a signifi
cant increase in the rcal stock of foreign capital in Brazil (in 1985
prices, the stock increascd five-fold from 1966 to 1985 and almost
fourfold from 1970 to 1985). %" The contribution of EEC’countrics to
this increase was decisive, as their share in total forecign direct
investment has been expanding and now represents one third of the to
tal. It is hoped that new investment inflows, which have been seve-

rely curtailed as a result of the debt crisis, may resume soon.

c) Immigration and Capital Movements

In the post-war period, the relative contribution of capital mo
vements to the Brazilian economy scems to have been wmore significant
than that of immigration. In fact mass immigration clearly ceased
and therefore its previous important impact in terms of cxpansion of
the domestic market and of the labor force was considerably reduced.
From a qualitative point of vicw, however, the available data on mo- -
re recent years suggest that immigration has become increasingly sc-
Tective, involving persons with a level of cedincation which is  well
above the Brazilian average. Also, theve is cvidence of entry in Bra
zil of persons with managerial skills, a movement which is certainly
associated with the increase in the number of forecign firms in the
country.® Thus, while in the pre-war period movements of capital
and of persons were independent, in more reccent years there scems to

be a correlation between capital inflows and immigration {rom speci-

fic countrices.

The nuwbers of immigrants involved, however, arc very smuall. In
fact, while {from 1946 to 1960 (when the country reached 70.1 million

inhabitants) 736 thousand immigrants still arrived in Brazil, arri-



vals decreasced to 164 thousand from 1961 to 1970 and to 78 thousand
from 1971 to 1980 (by then Brazil had 119.0 million inhabitants).
From 1981 to 1984, only 12 thousand persons asked for permanent resi

dence in Bruzil (sece Table 106).

In the whole post-war period, the predominance of immigrants
from the lberian and Mediterranean countries of the EEC remained ve-
ry clear. Considering the period 1946-1984 as a whole, the contribg
tion of Portugal was most important, with 39.4% of the total number
of immigrants, followed by Spain with 13.32%, Ttaly with 12.98%, Ja-
pan with 6.61% and Germany with 3.36% (see Table 16). The four EEC

countries taken together responded for 69.09% of the total.

Statistics are not as detailed for countries which contributed
with a small number of immigrants, but there were arrivals from all
the countrics of the BEC.®* It is to be expected that when economic
conditions improve on a more permancent basis, ammal inflows will re
cover somewhat, but immigration will probably continue to be rather

selective.



Table 16 - Brazil - Permanent lmmigration, According to Selected

Lountries of Origin, 19.16-1984

¥ A 1 ¥ ¥ ¥
. West . al . . Total (All

Periods Cermany Spain Ttaly Portngal  Subtotal Japan Countries)
1946-50

Number 7,891 7,826 22,474 39,533 77,724 45 112,696
Percent 7.00 6.95 19.94 35.08 68.97 0.04 100.00
1951-55

Number 10,601 60,287 61,388 156,607 288,883 9,369 358,400
Percent 2.96 16.82 17.13 43.69 80.60 2.61 100.00
1956-60

Number 4,353 35,743 25,749 88,652 154,497 32,514 233,285
Percent 1.87 15.32 11.04 38.00 606.23 13.94 100.00
1961-65 .

Number 2,643 18,383 6,378 48,628 76,032 14,246 118,419
Percent 2.23 15.52 - 5.39 41.006 61.20 12.03 100,00
1966-70

Number 2,709 2,898 2,962 14,169 22,738 3,535 45,548
Percent 5.95 6.36 6.50 31.11 49.92 7.76 100.00
1971-75

Number 3,282 1,630 3,025 3,868 11,805 043 39,4108
Percent 8.33 4.14 7.08 9.81 29.96 2.39 100.00
1976-80 .

Number 487 614 1,064 23,046 25,211 1,702 38,683
Percent 1.26 1.59 2.75 59.57 65.17 4.40 100.00
1981-84

Number 214 234 409 3,438 4,315 1,043 11,976
Percent 1.79 1.95 ° 3.41 28.71 36.03 8.71 100.00
TOTAL

Number 32,160 127,615. 124,449 377,941 662,885 63,397 958,415
~Percent 3.30 13.32 12.98 39.43 69.09 6.61 100.00

Sources: IBGE, Anuirio Estatistico do Brasil, 1980-1985; 1IRCE, SCries Dstatisticas
Retrospectivas, 10777




Vo - THE EXTERNAL DEBRT

As a result of significant reductions in interest rates obtai-
ned in the 1930s and of the rencgotiation of the principal and inte-
rest of the sterling and dollar povernment debt in 1943, Brazil en-
tered the immediate post-war with a declining debt burden and with

significant forecign exchange reserves accumitated duving the war.

According to official fignres. the external debt fell from a ma
ximm oof § 276.0 million in 193] to § 220.2 wmillion in 1943, decli-
ning to f 180.8 million in the following year mainly as a result of

the renegotiation. ®®

An agreement with Trench bondholders was also reached in 1946 and
soon afterwards Brazil was “negotiating with the Dutch government for
the retirement” of a debt of the state of Sio Paulo from 1921.°% The
debt in circulation at the end of 1947 still consisted of at least five
currencies (US$ 198.2 mitlion; § 98.8 million; Gold lrancs 229.2 wil
lion; Paper Francs 519.5 million and Imtch Flovins 6,4 million) and

amounted to approximatcly US$ 670 million. "™

As an American author mentioned in the fate 19408 yeferrine to
the arrangement of 1943 “altbough creditors tend to be forget(ni‘ it
will not be casy in the future to place Brazilian bonds among prive-
te investors abroad”. ™ In fact Brazilian access to long term priva-
te lending in any substantial amomnts ceascd [or at least two deca-

des.

For the mid 1950¢ there exists a World Bank estimate on the to-
tal extcernal public and private debt of Rraril, This amounted to
US$ 1202.9 million on hec. 31, 1953, of which 1SS 981.2 million cor-

responded to the external public debt and 1185 221.7 wmillion (18.4%)



to the "reported” external private debht. ’°

By that time, Brazil had
devcloped commercial arrears with some trade purtncré. and trade agreg
ments had heen concluded, notably with Germany (but also with France
and Argentina) to transform commercial debt into suppliers credits,

Brazil had also obtained U.S gavernment loans, through the Lximbank,

and substantial funds from the Norld Bank.,

In the Tate 1950s, Brazil enterced negatiations with the IMF but
did not reach an agrecement as it was thought that the resulting po-
Jicies would interfere in the process of economic growth and indus-
trial diversification through which the country was passing., ™ As it
was seen previously, in the second half of the 1950s significant ca-
pital inflows arrjved‘to the country rather under the form of direct

investments,

After 1955, however, Luropc's contribution to Tong term  Joans
to Latin /merica increased, as a “significant volume of compensatory

credits” was prauted to Brazil and other» commtriecs, hnt alsa as a re

sult of "the development of a system of medinm-term financing of Eu-

ropean exports to Latin America gnaranteed by government agencies in

the exporter countries”,’®

Thus, considering the wain sources of non compensatory long term
loans, from 1951 to 1960 it seews that Brazil received US$ 593 mil-
lion, incinding § 432.6 million of “development loans' (from inter-
national agencies and US official agencies) and § 160.4 million of
other leong term loans most of which were certainly from Europcan sour

ces, 7?

There are no satisfactory detailed data on the forcign debt in
the carly 19v0s.  There are clcear indications that short-term ddn~i2
creased in relative fmportance  wnd  in {act  Brazil was constantly

trying to rencepotiate its overall debt. In 1901, the conntry abtai-



ned a "total package of more than § 2 billion... including over § 300
million in new financing, along with the consolidation and stretching
out of the large burden of short-term debt to United States and Fu-
ropean (the llague Club) banks, as well as international authorities®.
Howcver, as thc domestic economy deteriorated, external conditions did
not improve and exports stagnated, so that by mid-1963 according to
the Finance Minister, "Brazil's forcign indebtedness totaled -about
§ 3 billion and amortization and interest payments already scheduled
for the ycars 1963-65 would amount to $ 1,8 billion or about 43% of
the éxpected export revenue for the period.” According to American
official cstimates, hy then Furopean creditors held a  larger shave

Bl

of the Brazilian debt than Amcrican lenders.’

Brazil's medium and long term debt, after some rencgotiation and
consolidation in 1964, reached US$ 3,281 million by 1967. fn that year, the
share of loans from private scctor sources in the total public fo-

reign debt still rcached only 26.9%.

After 1968, Brazil achicved very high rates of economic growth, 7"
The country gradually increased its borrowing from international pri-
vate institutions. Thus, from 1967 to 1973, gross medium and long
term debt increased at an annmal rate of 12.2%, which would have been
impossible to sustain only on the basis of official loans. Ry 1973,
as there had also been a significant improvement in the commtry’s
trade performance, Brazil had accumilated considerable forcign resecr
ves. Gross forcign debt reached US$ 12,572 million but since reser-
ves totaled USL 6,416 million, net debt was only US$ 6,156 million.
In that same year, the structure of Brazil's public forcign debt al-

ready showed a participation of private source loans of 64.1%.

With the oil cvisis in 1973-1974, Brazil's rcliance on  loans

from commercial banks became more prononmced, cven though Brazil was



also sucessful in obtaining louns and supplicrs credits from govern-
ment agencics and international institutions. Thus, gross mediun and
long term debt increased 28.2% per year from 1972 to 1978. In that
latter ycar, 80.5% of the public foreign debt corresponded to loans
from private sources, while the country's increasing privéte debt al-
so originated hasicu]ly from bank or intercompany loans. Gross medium
and long term debt reached US$ 43,511 million and net foreign debt

USE 31,616 miltion in 1978,

Therefor;, Brazil initially faced the "sccond oil <hock" and the
"intercst rate shock'" with snbstantial reserves. However, the coun-
try's vnlnerability to interest vate {flnctnations (or, in other words,
to the economic policies of the United States and other developed
countries) had increased significantly. 1In fact, by 1971, only 16,5%
of the public forecign debt consisted of variahle interest loans, and
35.8% of the total were concessional loans. By 1978, thesce propor-
tiéns were respectively 56.3% and 5.9%, changing to 70.2% and 3.2%
in 1982. As international interest rates rose, net interest paymen-
ts by the country also incrcascd, from USS$ 2.4 billion in 1978 to
US$ 11.4 billion in 1982. Thus, from 1980 to 1982, nct interest pay
ments responded for as much as 70% of the country's current account

deficits.

In that context, Brazilian {orcign debt continued to increase

3
and by 1982 gross medinm uhd Tong term debt totated US$ 70,198 mil-
lion. Brazilian indebtedness towards Brazilian banks abroad had also
grown snbstantinlly. By 1981-82, this corresponded to about 10% of
the outstanding medinm and Jong term (repistercd) debt. However, the
short teim (non-registered) debt had also increasced significantly as

it would hecome clear after the international crisis triggered by Me

xico in the second semester of 1082, 7°



A detailed examination of the debt crisis escapes the scope of
this study. Some developments must be mentioned, however, before the

EEC present position in regard to Brazilian debt may be examined.

By the epd of 1982, Brazil announced its decision to accept
loans from the Tnternational Monctary Fund and to rencgotiate its fo
reign debt. It received "bridge loan" at the end of the year and
entered a first rescheduling apgreement in the first semester of 1983,
First, the country received a "Jumbo loans" from tle foreign commer-
cial banks of US$ 4.4 billion (Preject 1). Principal payments due to
the banks in 1983 were transformed in ncw long term loans (of 8 years
with 2 1/2 years of grace period), the so-called Project II. Renewal
of short term commercial bank lending Qns also guaranteed (Project 111).
Finally it was established that interbank credit lines extended to
Brazilian banks abroad, (which were often short-term, but were re-
Tent on a long term basis to borrowers in Brazil), wonld be restored

to their lecvel of mid-1982 (Project IV).

In spite of a significant increase in Brazil's trade surplus in
1983, hy the end of the year the country had developed arvears af the
order of USS 2 billion. In March 1984, a new rescheduling agreement
was reached, incltnding US$ 6.5 billian of "new mancy'  from hnndreds
of commercial banks; the rescheduling of 1984 awmartizations (for i
nal amortization in 9 years, with a 5 year prace period). A formal
"coutract was made for the maintenance, during onc year, of the votn-
me of short-term credit outstanding in June 1983, The country also
agreed to veschedule loans extended or guaranteed by the governments

of industrialized countries, in the context of the "Paris Club".’?

No ncw glabal agrecments were reached in 1985 and 1986. Amorti.
zation payments were snspended pending o formal agrecement with  the
cammercial banks and a formal aprecment with the Paris Club was  not

reached until carly in 1987. Commercial and interbank 1lines were



[

maintained, hnt also in this casc no formal agreement CXnged hy mid-
1987. Finally, on Febmary 23, 1987 Brazil announced the suspension of in
terest payments on its medium and long term debt towards commercial
banks. The payment of obligations towads international institntions
and intercst payments related to the short term debt were maintained.
By mid-year, as no new loans were extended by "Paris Club" countries
to Brazil, the latter also suspended the payment of amortizations re
lative to official loans, and tried to enter negotiations with commer

cial banks independently from an agrecement with the IMF.

The invelvement of EEC countries in Brazilian debt, both fron
public and private sources is considerable. The most recent availa-

ble detailed data refer to the end of 1986.

With respect to import financing, the EEC was the most impor-
tant snpplicr  of fimds to Brazil in yecent years, The twelve ELC
countries had extended US§ 8.7 hillion to Brazil, 46.06% of a total of
USS 18.7 billion. 1In fact government agencics of LBEC comntries give
a total of US§ 4.3 bhillion in laans related to import financing (in-
cluding a loan of the German KI'W to the Brazilian wnclear program of
almost USS 1.2 billion), while other non-government impart financing
from EEC conntries reached US§ 4.4 billion. Four countries responded
for most of the total LEC iwmport finﬁncing (Germany with US§$ 2.87 bi
1lion, France with US$ 2.73 BLillion, Jtaly with § 1.33 billion and
the Unitcd Kingdom with US$ 1.3 billion). Three other countries ont
side the LEC extended important import financing lines to Brazil,
Japan (USS 4.76 billion), the United‘Srntes‘(US$ 3.26 billion) and

Canada (USS 0.96 billion). Sce Table 17.

As vegards currency loans, incInding operations of  commercial
banks abroad with banks located in Livazil (Hesolution n¢ 63) and, on
a greater scale, divect loans to Brazilian private and pnhlic  firms

(Law 4131), LEC predominance is net as pronomced.  The twelve cann-



Table 17 - Brozil - Import Financing,
Government and Other, Dec. 31, 1986
(In US$ 1000)

Import Financing

. T )
Countries, Government Total
. Other
Agencies

West Cormimny 1,975,554 896,072 2,871,626
Belgiwum 25,085 36,793 61,878
Dermark 1,574 345 1,919
France 1,098,915 1,633,862 2,732,777
Netherlands : 17,735 45,898 63,633
Ireland - 30,467 30,407
nly 516,112 . 812,058 1,528,170
Taxomburg - 11,518 11,518
United Kingdom 443,028 857,135 1,300,163
Subtetal 4,078,003 4,321,148 8,402,151
Spain 119,399 75,058 194,458
Portugal _ 95,144 8,995 104,137
Total EEC 4,292,546 4,408,200 8,700,746
Conada 837,650 122,207 059,857
Japan 2,170,508 2,589,838 4,760,346
United States 2,582,318 675,713 3,258,001
Sweden 91,725 273,818 365,513
Suitzevliond 52,403 140,064 192,527
yrazilion Banks Abroad - 74,024 74,024
TOTAI ' 10,224,863 8,428,807 18,653,670

VSOHYCPf Panco Central do Brasil., These figures were ymblished
in Tolha de Sio Paulo, Sept. 2, 1987, pp. Al9 to A2],



tries responded for 29.03% (USS 19.9 billion) of a total of USS 67.2
billion, closely f{ollawed by the United States with USS 18.8§ billion,
and then by Japan with US$ 10.3 billion and Canada with USS 4.6 bil-
lion. Brazilian hanks abroad as a group were also quite important,

accounting for WS$ 7.7 billion in currency loans (see Table 18).

Considering individual countries of the ERC, the United Kingdom
ranked first with US$ 7.96 billion, followed by France with USS 4.76
billion and West Germany with US$ 3.68 billion. Relgium granted loans
of the order of US$ 1.17 billion, considerably more than Ttaly which
lTimited its currency loans to only US$ 380 million, much less for ins
tance than Luxemburg (US$ 678 million) and the Netherlands (US$ 667
million). It is clear then that the relative commitment of REC coun
tries with hanking debt differs from the distribution of obligations

resulting from import financing.

On the other hand, with respect to bonds issued by the Tederal
government and other Brazilian government entities, only West Germa-
ny held a significant share (about 32% of the total of about US§ 1.9

billion outstanding at the end of 1986).7°

Im spite of different participation of EEC conutries in the va-
rions forms of the Brazilian foreign debt, as one considers the ove-
rall medium and long term debt of the country of US§ 101.8 Dbillion,
‘the twelve countries appear in a predominant position with USS 29.2
billion or 28.7% of the total, followed by the United States with
22.2%, Jﬁpan with 15.8% and Canada with 5.5%, while Brniilian banks

abroad held 7.6% of that some total at the end of 1986.

The total of USS 29.2 billiou of medium and long term debt does
not comprehend the fraction of the non-registercd debt held by banks

of EEC countries. Total mnon-registered debt on Dec. 31, 14986 was cs
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timated at US$ 9,286 million of which US$ 1,508 million (16.2%) cor-

7 Even if the re-

responded to loans from four large EEC ‘ountries.
maining EEC countries were included, it is clcar that the share of
the Community of the non-registered debt is much less important than

in the medium and long-term debt.

If this short-term debt is taken into account, it appcars that
the total indebtedness of Brazil towards LEIC countries reached at
least USY 30.7 billion, or 27.7% of Brazil's total estimated debt of
US$ 111 billion, while the share ofvthe United States would be 24.7%

(see Table 19).°%°

Finally, as far as the largest creditor banks are concerncd, con
sidering only those which individually hold more than US$ 50 mijlion
of Brazilian debt, there are 18 located in the United Kingdom, 12 in
France, 11 in Cermany, 5 in Belgium, 4 in the Netherlands, 4 in Jta-
ly, 3 in Luxcwmburg, 2 in Spain, and onc in Portungal. These 56 banks

in BEC countries respond for US$ 21.1 billion in loans to Rrazil.®!

Tu summary, in the last two decades BEC countries have been in-
creasingly involved with the Brazilian external debt, both public and
private, and as a group they have hecéme Brazil's wmain creditor. On
the other hand, the burden of the debt under the formof interest pay
ments has also grown considerably, offsetting the increasing tradce
surpluses gencrated by the country. Thus, in 1986, total net inte-
rest payments reached USE 9.1 hillion, as epposced to a trade surplus
of US% 8.3 hillion, and interest poyments due in 1987  should still
reach USS 9 billion.® In view of the data presented in this section,
it becomes clear that no solution to the razilian debt question of a
more permanent character may he envisaped withont an active partici-

pation of ECC povernments and {inancial institutiens.



Table 19 - Brazil - Estimated Total External Debt,

Dec. 31, 1980
(In  USS billion)

) - _.
Discrimination US$ Billion

IMF Loans 4.5
Import Finuncing 27.7
World Bank (I.B.R.D) 6.4
Interamerican Development Bank 2.1
Interational Yinancial Corporation 0.2
Other 0.4
Govermment Agencies 10,2
Other Creditors 8.4
Currency loans 67.2
Resolntion NO 03 8.8
Law 4131 58.4
Bonds 1.9
Other (including AID) 0.5
Total Medium & Long Term 103.8
Non Registered bebt? 9.3
Total Debt ? 111.1

1 Fstimate.

? Provisional.

sowrce:  Panco Centrat do Brasil, data published
in Yollha de Sio Iaulo, Sept. 2, 1987, pp. Al0 to

A21 and Brazil TFconomic Program, Vol. 15, June
1987, p. 100,




CONCLUSTON

The central objective of this study was to retrace from a long
term perspective and a quantitative point of view the relative impor
tance of present-day EEC countries in Brazilian external economic re

lations.

In scction I, it was scen that, as result of Britain’s economic
pre-eminence in Brazil in the 19th century, before World War 1 the
economic prescnce of EEC countries in the Brazilian cconomy was over
whelming. They responded for most of Rrazilian trade (in spite of
the American share of the export trade), for practically all of the
foreign direct investments in Brazil and of the external public debt
of the country, and the countries of Southern Europe contributed with

the majority of the immigrants who entered EBrazil.

Adter World War I and in the inter-war period, the role of the
United States in the Brazilian cconomy gradually became prepouderant
as Britain's pre-eminence was  increasingly eroded.  llowever, as a
group the EEC vetained its dominating position in trade, investment
and debt, and also in immigration. Inring World War 1T and in  the
immediate post-war period, the American prescence in all areas of eco
nomic activity was considerably strengthened, hut after the mid-1950%
EEC commtries showed an increasing participation in Brazilian trade,
while their relative importance in total foreign divect investments

and in the external debt also showed a significant increase.

In the 19805, the EEC lost the predominant position in  trade
which it had gained and held doving the 1970s.  llowever, its partici
pation vremains very to close to that of the United States and may
again he veverted, As repgards dirvect investments, the available da-

ta suggest o slight advantage to the EEC, hut again American  parti-



cipation is very important. As far as the external debt is concer-
ned, EEC countrics also hold the largest share of the total. Fina-
1ly, though immigration declined significantly in the post-war pe-
riod, and especially after the 1960s, the EEC and especially the Por

tuguese contingent remained predominant,

The evidence presented in this study, therefore, confirms that
the EEC has played and should continue to play a role of the utmost
importance in Brazilian external cconomic relations. 1In the immedia
te future, by engaging themsclves actively in the process of renego-
tiation of the extecrnal debt, by relaxing their restrictions on cer-
tain areas of trade and by maintaining direct investment flows to Bra
zil, EEC member countries could give a fundamental contribution to

guarantee Brazil's sustained cconomic development.
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FOOTNOTES

1) Sce respectively Marcelo de Paiva Abreu, "Brazil - EEC Trade Trends

2)

3

4)

5)

and the Uruguay Round", Gustavo Il. B. Franco, "DIrect Investment
in Brazil: Its Role in Adjustment and Emerging Issues’; Helson
Braga, "The Entry of Portugal and Spain in the EEC and Furo-Bra-

zilian Trade".

See IBCL, Anuirio lstatistico do Brasil, 1939-40, Rio de Janeiro,

1940, Appendix p. 1307. Net immigration accounted for 13.5% of
the total increase in popnlation betwecen 1872 and 1890 and for
23.4% of the increase between 1891 and 1900. Total population,
according to census figures increased from 10.1 billion in 1872 to
14.3 million in 1890 and 17.3 million in 1900. 1In that year, fo-
reigners (not including foreign born persons naturalized) accoun-

ted for 6.2% of the total population.

Sce Marcclo de Paiva Abreu, "A Divida POblica Externa do krasil',
1824-1931. Texto para Discussiio n® 83, Departamento de Economia,
Pontificia Universidade Catdlica, Rio de Jancire, 1985, pp. 4-5.
According to that author direct investments and private portfolic
investments were § 255.9 million in 1913 and § 242.4 willion in
1930, and the British share of the total respectively .52.9%  and
48.9%. According to his calculations, public debt reached § 252.9
million, of which 64.4% were held by Britain, 30.3% by the United
States and only 5.2% by other countries. Thus, by 1930, total fo-
reign investment reached § 495.3 million, of which 56.9% were held

by Britain.

Total immigration from 1920 to 1929 was §46.6 thousand. Immigra-
tion to Sao Paulo was 487.3 thousand, of whom 23.3% were Portuguc
sc, 15.3% Ttalian, 13.1% Spanish and 11.7% Japancse. Total popn-
lation reached 30.6 willion in 1920. Sce IRGL, Anvdrio Lstatis-~
tico de Prasil, 1939-40, p. 1307.

The most recent estimates on the growth of total real product and

the real product of agriculturc and industry are the following:

[ ) -
Discrimination 1921-29 1930-39 1940-15
Agriculture 4.0 2.0
Industry 5.3 7.0
5.2 4.5

[ e
N O

Total Product*

* Includes transport and commmmications and com
nerce,



6)

7)

8)

9

10)

1)

12)

See R.M.Zerkowski and M.A. de G.Veloso, "Seis Décadas de Lconomia
Brasileira através do PIB", in Revista Brasileira de Economia,
Jul.-Sept./82.

See Marcelo de Paiva Ahreu,”Agglo-Brnzilian EconomiqiRehuiong and

' the Consolidation of American Pre-eminence in Brazil, 1930-1945",

Texto para Discuss3o n9 30, Departamento de Economia, Pontificia

Universidade Catélica, Rio de Janciro, Jul./82, p. 11.

League of Nations, The Network of World Trade, Geneva, 1942, Ta-
ble ITA3, quoted by N. S. Buchanan and . A. lutz, Rebuilding
the World -Economy, The Twenticth Century Fund, New York, 1947,
p. 45. '

Sec IBGE, Anuirio Estatistico 1939-40, p. 1307.

These data, based on Cleona lLewis, United States and the Foreign
Investment Problem, are quoted in J.P.Almecida Magalhics, Cresci-

mento Econdémico da América Latina: Contribuicao dos Investimentos

Estrangeiros, Rio de Janeiro, 1953, (Doctoral Dissertation, Uni-
versity of Paris, 1952), p. 33. According to another source, of

“the US§ 2 billion, US§ 0.7 billion were direct investments and

US$ 1.3 billion were portfolio investments. See Bnchanan and Lutz,

Rebuilding the World Economy, op.cit., p. 157.

There are slight variations between publications. For thesc figu
res, see Gustavo H.Barroso lFranco,"lstatisticas listdricas Relati
vas ao Setor Externo”, Departawento de Lconemia, Pontificia thiver
sidade Catdlica, 1986. These are revisod Figuves to be  inctuded

in the re-publication of Anvdrio listatistico do Brasil, 1939-40,

with up-dated series.

See United Nations, loveign Capitalin Latin America, Part IT- Coun-

try Studics, Washington D.C, 1955, pp. 49-50. This publication pre
sents the following figures for total debt: ]

million

1930 § 267.2

1631 £ 277.0 million
1935 £ 259.8 million
1940 § 242.3 willion

On the Aranha Plan, cenforced by Minister Oswaldo Aranha (Finance
Minister frem 1931 to 1951) and debt renegotiation {rom 1931 to
1934, wce Maycelode Paiva \bren, A& Divida Miblica Externa do Brasil
1931-1943, in P?fﬂfifﬂ.fv£]"P¢J?W??fowP?QHQTEFP’ Rio de Janciro,

Jun./75.



14)

15)

16)

17)

18)

19)

n8.

See Marcelo de Paiva Abreu, "Anglo-Brazilian Sterling Balances:
1940-1952", Texto para Discussao n® 56, Dlontificia Universidade

Catdlica, Sept./83.

Sec George Wythe, Royce A.Wight, larold M.Midkiff, Brazil: An Ex-

panding lLconomy, The Twentieth Century Fund, New York, 1949, p.

173. Howvvér, the rate of growth of industrial production decli

ned as opposed to the 1930s. See note §.
See Abreu, "Anglo Brazilian Economic Relations...”, op.cit., p. 20.

Data of the US Department of Commerce, in United Nations, E.C.L.
A., External Financing in Latin America, New York, 1965, p. 32.

United Nations, Foreign Capital in Latin America, op.cit., p. 50
and United Nations, ECLA, External Financing in Latin America,

op.cit., p. 27. '"Brazil offered its dollar and sterling credi-
tors the choice between reduction in the rate of interest and
postponement of redemption without reduction of the principal
(Plan A) and a rcduction of the principal with partial payment
in cash (Plan B)." The United Kingdom and United States associa
tions of creditors agreed to these arrangements, "although more
reluctantly. See LECLA, p. 30.

See Zerkovski and Veloso, op.cit., pp. 335-336 for indexes of real
production. On Brazilian development from 1945 to 1976, sece Wer
ner Buacr,  The Brazilian Pconomy: 1ts Crowth and Development,

Grid Pub.Inc., Columbus, Ohio, 1979.

The evolution of imports as a perceintage of total supply {rom
1949 to 1964 was as follows: ’

T LE - L T T

Consumer Goods o

Year . R I”d’f‘{“f" Capital  All Manufac-
ears ) Non platc Goods tured Goods
Durabie N Goods
Durable

1949 64.5 3.7 25.9 63.7 19.0
1955 10.0 2.2 17.9 43.2 11.0
1959 6.3 1.1 11.7 32.9 9.7
1964 1.6 1.2 d.2*

6.6 9.8*

* 1904 was an abnormal ycar; dimport substitution of capital
goods vould proceed well into the 1970s.

see Joel Rergsman, Brazil: Industrialization and Trade Polijcies,

Oxford University Press, London, 1970, p. 02,



20} The average annual rates of increcase of  the Consumer Price In-

21)

22)

23)

dex of Rio de Janeiro from 1945 to 1964 were as follows:

1945 16.4 1950 9.4 1955 23.3 1960 29.3

19406 17.0 1951 12.4 1956 20.7 1961 33.2

1947 21.9 1952 17.3 1957 16.4 1962 51.5

1948 3.4 1953 14.0 1958 14.7 1963 70.8

1949 4.2 1954 22.5 1959 39.1 1964 91.4
Source: Tundagio Getulio Vargas.

See ''25 Anos de Politica Cambial", Conjuntura Econdmica, Nov./72,

pp. 77-81. A new tariff was adopted in 1957,

According’Zorkovski and Veloso, op.cit., pp. 337-38, using figu-
res from the Fundacido Getulio Vargas, real growth rates in the

1960s were as follows:

1961 7.7 1966 5.4
1962 6.6 1967 4.7
1963 1.1 1968 11.0
1964 2.6 1969 10.2
1965 2.1 1970 8.3

The revised official figures on growth of rcal GDP in the 1970s

and 1980s arc as follows:

1971 11.3 1975 5.2 1979 7.2 1983 -2.5
1972 12.1 1976 9.8 1980 9.1 1984 5.7
1973 14.0 1977 4.6 1981 ~3.3 1085 8.3
1974 9.0 1978 4.8 1682 0.9 1986 8.2

The source is Centro de Contas Nacionais DCS/IBRE/TFundacio Getu-
lio Vargas. Thesc figures are reproduced in IBGE, Contas Nacio-

nais do Brasil, 1970-1985, Rio de Janeiro, May 1987,

The rate of inflation, after a period of comparative stability
in the late 1960s and early 1970s began to increasc as a result
of the first "oil shock" and especially in the early 1980s, ex-
ceeding 200% a ycar. In 1986, a change in the monctary standard
was accompanied by a price {reeze which was sucessful for a num-
ber of months, and which explains the deceleration of inflation
in that year. The annual rates of increase of the Consumer Pri-
ce Index of Rio de Janeiro, {rom 1965 to 1986, was as follows:

19065 65.9 1970 22.7 1976 41.9 1982 8.0
19606 41.3 1971 20.2 1977 43.7 1983 142.0
1967 30,5 1972 1o.4 1978 38.7 1984 196.7
1968 22.3 1973 12.6 1979 52.7 1985 227.0
1969 22.0 1974 27.7 1980 82.8 1986 143.¢&
1975 29.0 1981 105.6
Source:  Fnndac¢io Getulio Vargas,




24) The geographical distribution of Brazil's foreign trade FOB, in

25)

27)

28)

1985-1986 (in USS million) was as follows:

- T e T

1985 1986
Discrimination - . Y B ; .
Exports  Imports  Balance Exports  Imports  Balance

TOTAL : 25,639 13,153 12,486 22,393 14,044 8,349
E.F.T.A. 661 397 264 648 644 4
L.AA T 1,816 1,350 466 2,049 1,710 339
E.E.C. 6,896 1,937 4,959 5,881 3,174 2,707
Comecon . 1,032 334 698 863 400 463
U.S.A. 6,956 2,602 4,354 6,315 - 3,228 © 3,087
Japan 1,398 550 848 1,515 882 633
0.P.E.C. 2,636 4,673 -2,037 1,804 2,511 -707
Other 3,816 912 2,904 2,881 1,061 1,820

* Venezuela and licuador are included in OPEC.
Source: Banco Central do Brasil, lrazil - Lconowic Program, Vol. 15, Jun./87,
p. 93. TToTrttT|mTTT T

LExport and import cocfficients (exports and imports of goods and

services/GDP), showed the following evolution since 1947:

e T

¥

Coefficicents Coefficients
Years T - Years + -

Lxport Import Export lmport
1947-50 11.69 11.07 1983 -85 10.84 8.44
1951-55 7.97 8.80 ‘
1956-00 6.41 6.94 1981 9.34 9.72
1961-65 7.59 7.39 1982 7.99 8.69
1966-70 7.15 7.20 1983 11.33 §.94
1971-75 7.49 10.36 1984 13.48 7.89
1976-80 7.40 9.11 1985 12.04 6.98
Source of the original data — CCN/IBRE/FGV, Sistema de Con

tas Nacionais, Nov./73 and Conjuntura FEcondmica, May 1987.

See Marcclo de Paiva Abreu, "Brazil - EEC Trade Trends and the Urn-

guay Round.

The agrecment was negotiated on the Brazilian side by Ambassador
Antonio Corrca do lugo, who also signed it on Dec. 19, 1973, Nr.
Wolfgang trnst, General Dircctor of the General Direction of To-
reign Relations of the LEC, was the principal negotiator fovr the
Community, and signed the agrcement together with Mr. Niels Ers-
boll, President of the Committce of Permanent Representatives and

Ambassador of Danemark. The agreement sccured for Brazil lower



29)

30)

31)

tariffs on soluble coffee and cocon butter; the principle of coo
peration, to facilitate exports of Brazilian heef to the CEE un-
der conditions identical to those accepted in the Agreements with
Argentina and Uruguay, was cstablished; other topics included
the study of reductions of non-tariff restrictions and the inclu
sion of Brazil in the System of General Preferences in the case
of cotton textiles. Brazil did not make concessions which were
expected in regardto shipping, as the proportion of imports anud
exports carried in Brazilian ships was not affected, but the agre
ement included a declaration on the general principles which we-
re to regulate ELEC investments in Brazil. For greater details
see Antonio Corr@u do Lago, "Acordo Comercial entre o Brasil e a
Comunidade Lcondmica Européia’™, Brasilia, Mar. 19, 1974 and "Bra
zil: Labour of llercnles", in Latin America, Dec. 14, 1973, p. 394

(which, however, contains certain errors of detail).

See llelson Braga, '"The Inmtry of Portugal and Spain in the ELC

and Furo-Brazilian Trade".

On this question, see for instance IPEA/CEPAL (ECLA of the United

Nations), Protecionismo das Comunidades Europcias contra_as Ex-

portacoes Brasileiras, Brasilia, 1985, pp. 21-22, Foy fluctua-

tions of real and effective exchange rates of the Brazilian cur-
rency in more recent years, sce CEMEI/IBRLE/FGV, Banco de¢  Dados

Financeiros Nacionais e Internacionais, mimeo., various issues.

See IPEA/CEPAL, op.cit., pp. 25 and 31. The classification nsed
is that of the Commodity Trade Statistics of the United Nations,

Imports of the LEC {in US$ hillion):

Discrimination ' ]J ' 1981 ' 1982 ' 1053 1984 i 1985 ' 1986
A) F;om ‘orld 772.5 686.8 056.0 627.7 636.6 661.1 781.7
B) From LG 381.3 333.0 328.3 323.1 325.7 349.7 445.%
C) World ex-FLC (A-R) 301.2 353.8 327.7 304.6 310.9 314.4 336.2
I} Brazil 6.63  6.41 06,48  6.77  7.40 7.9G6 7.22
1) Eruzil/rotn] (D/A) (8 0.86  0.93 0.99 1.08 1.1¢ 1.20 0.9
F) Brazil/lTetal ex-LIiC

(h/Cy (W 1.69 1.81 .96 2,22 2,38  2.53  2.1%

C, L and I computed from data in International Monctary TFund, Dircction of
fr ldc Statistics  Yearbuok 1987, Washington, D.C., pp. 56, 58 and 60,



33)

34)

35)

36)

" 38)

See IPEA/CEPAL, op.cit.

For more detailed data, sce IPEA/CEPAL, op.cit., pp. 26 and 31.

The diversification of minufactured products imported from Bra-
zil by the ILC is suggested by the following data on "the Ten"

for the period 1980-1983 reproduced in that source.

Sharce of sclected groups of manufactured products in  total

imports of wanufactures from Brazil by the EEC:

SITC 65§ Textiles . 17.3%
SITC 78 Transportation Equipment 16.2%
SITC 71 Equipment for Energy Generation 9.6%
SITC 01 Leather, Leather Products 5.5%
SITC 85 Footwear, etc. 5.0%

See "Balanco de Pagamcntos - 1947 a 1971, in Conjuntgzgvﬁcoqéi
mica, nov./72, p. 84.

The share of fuels in the total value of Brazilian imports in-
creased from 13.6% i 1968-73, to 29.7% in 1974-78 and to 13.6%
in 1979-81. The share of manufactured products fell from 71.1°
in 1968-73, to 43.6% in 1978-81. Since manulactures constitnte
the main exports of the EIC to Brazil, a decline in the relative
importance of this group of countries in Brazilian trade shonld
be expected.  See Internationad Monetary IFnnd, Int cipational Fi-
nancial Statistics, Supplement on Trade Statistics, Supplement Sc-

ries n9 4, IMF, Washington, 1.C, p. 63. Sec also note 30 below,

Sce Luiz Aranha Corréa do lLago, Fernando Lopes de Almeida, Bea-
triz M.F.de Lima, A Indiistria Brasiteiva de Bens de Capital: Ori-

gens, Situacio Recente e Perspectivas, Liditora do Fundacio Cetu-

lio Vargas, Rio de Janeiro, 1979.

From 1984 to 1986, Brazitian otl production increased from 474
thousand bharrels a day to 593 thousand. The share of domestic
praduction in total apparent consumption averaged 53.7% {rom 1984
to f986, while it was negligible in the late 1970s. Sce Banco
Central do Brasil, E{ﬂiil‘iﬁﬁgﬁglﬂilﬁlﬁﬁﬁﬁb Vol. 15, Jun./87, p.
92.

The evolution of the share of 0il and derivatives in total im-

ports since 1978 was as follows:

1978 30.7 1981 49.8 1964 19.3
1579 35.06 1982 52.2 19865 43.3
1950 42.9 1883 53.0 1986 21.5




40)

41)

42)

43)

See Banco Central do Brasil, Brazil - Economic Program, Oct. 3,
1983, p. 58; Vol. &, Nov./81, p. 78; Vol. 9, Nov./85, p. 66;

Vol. 13, Nov./86, p. 88; Vol. 15, Jun. /87, p. 91.

IPEA/CEPAL, op.cit., pp. 21 and 30. The United States tend to he
less affected by these factors, as in the early ]QME, mannfactu-
res only accounted for around 70% of Brazilian imports from that coun
try. See IPEA/CEPAL, Relagbes Comerciais entre Brasil ¢ os Es-
tados Unidos, Brasilia, 1985, p. 99,

Exports of the LEEC (in USS$ billion):

Discrimination ! 1980 ' 1981 ! 1982 ' 1983 ' 1084 ' 1985 ’ 1986
A) To World 691.2 636.9 0614.7 598.7 0613.4 649.8 796.4
B) To EIC 385.2 335.8 331.4 325.8 330.7 353.1 451.3
C) World ex-EEC 306.0 301.1 283.3 272.9 282.7 296.7 345.1
m Brazil 3.70 2.90 2.5¢ 2.00 72.34 2.05 3,01
I) Brazil/Total (D/A) (%) 0.51  0.46 0.42 0.33 0.3 0.32 0.4
F)} Brazil/Total ex-EEC

h/C)y () 1.23 0.98 0.9] 0.73 0.83 0.69 1.02

€, E and I computed {rom data in International Monetary Fund, Direction of
Trade Statistics Yearbook 1987, Washington, D.C, pp. 56, 58 and 60,

Tt may be noted that the comparison is between exports F.O.L., and
Imports C.I1.¥. If imports F.0.B. had been considcred there would

be some dilferences in specific years.

Direct investment may be defined -as "the establishment or purcha-
se by residents of one country of a substantial ownership and ma
nagement share -— which is deemed to constitute 'an effective voi
ce in management' -— of a business enterprise orv real propevty in
another country, or an incrcase in the amount of an already exis
ting investment". Sce U.S Department of Commerce, International
Diréet Investment, Global Trends and U.S kole, Washington D.C,
Aug. 1984, p. 1. "Other forms of international investment inclu
de pertfolio investment, commercial bank lending, or internatio-
nal holdings of official governmment rescrves”. Only direct  in-
vestment e considered in this section, 1t should he stresscd
that Brazilion statistjcs consider intev-company  loans os debt
not as investment, while the opposite is true in the case of Ame

rican data.
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45)

‘46)

47)

On this question see Lniz Aranha Corréa do l.ago, '"lInvestimentos
Diretos no Brasil ¢ a Conversio de Impréstimos em Capital de Ris
co', Texto para Discussio n¢ 161, Departamento de Ecowomia, PUC/

RJ, May/87, forthcoming in Novos Ensaijos sobre o Setor Externo,

Editora da Fundagao Getulio Vargas, 1987. The accounting of cach
investment at the Central Bank is in the original currency, a
fact which clearly creates a problem for intertemporal compari-
sons of the total stock measured in U.S dollars, in view of in-
ternational fluctuations of exchange rates. Thus, the differen-
ce in USS between the total stocks of two successive years does

not correspond exactly to the flows of investment and reinvest.

~ment in USS during the intervening year. Also, the distribution

of the total capital stock in USS$ according to periods in which
the investments took place also changes at ecach publication.

The fignre of § 85 million is from the Sonth American Journal
(London). See G.Wythe, RoAWIght and 11.M.Midkifr, Brazil: An Px-
panding Economy, The Twentieth Century Fund, New York 1949, pp.

301-302.  See also ECLA, Extcrnal Financing in Latin America, p.
32. In 1948, the Argentinian government simitarly "bought the
railways owned by United Kingdom firms for § 150 million". Anc-
ther source puts the total purchase of British owned rajilways
between 1945-52 at § 22 million. Sce Abreu, "Anglo-Brazilian Eco
nomic Relations...'", op.cit., p. 32, wote 24. On the nationalij-
zation of various public utilities and other firms from 1940 to
1948, sce Wythe, Wight and Midkiff, op.cit., pp. 298-99.

Their distribution by type of business was as follows (in millions
of US$) .

Manufacturing 66.4 Agriculture 10.1

Mining and Smelting 2.5 Trade 29.7
Petrolenm Distribntion 30.2 Finance 3.5
Public Utility and Miscellancous 3.1
Transportation 87.8 Non Profit Orgmiizations 3.5

Thoge fignres do not compreliend holdings of scenritics, which in
clnded USS 49.7 million of government bonds undiUS$ 2.9 wmillion
of corporatce bonds and shares, at market valne (the par value of
the government bonds was § 119 million!). Sce Wythe, Wight, Mid-
Kiff, op.cit., pp. 300-301.

Sce Wythe, Wight and Midkiff, op.cit., pp. 151 and 303, and Spic
gel, op.cit., pp. 148-149,
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49)

50)

51)

52)

53)

54)

On French investments in Brazil, sce Irédéric Maure, "lLes Inves-
tissements Francais au Brésil (XIXE et XXC Siecles)" in La Préin-
dustrialisation du Brésil, C.N.R.S., Paris, 1984, pp. 151-153.

According to Ambassador Couty, in 1922 French investments in Bra

zil reached 4050 million francs, of which 2500 million were in go
vernment loans, 170 million in banks, 1250 million in railroads,
130 million in industry. The total was reduced to 3500 million
when the Brazilian government decided to purchase certain French
companies. By 1938, total investments had shrunk to 3357 million
francs, of which 2357 million werve in government loans. 1n 19043
according to the U.S Office of Strategic Services, Irench invest
ments reached 3186 wmillion Francs, "hut the valne of the franc
had been substantiolly reduced. On the other hand, the share

of direct investments was not significant.

See United Nations, Foreign Capital in Latin America, op.cit., p.
53. '"Much of the German mannfncturihg capital was scattered in
small amounts; the more important products included chemicals,
beer and pencils." Before 1930, Italy was represented by a lar-
ge company producing cables, tires and other rubber products.

(After the war, it retnrned to Brazil).
Wythe, Wight and Midkiff, op.cit., pp. 148, 165 and 218.

See Spiepel, op.cit., pp. 144-145. This author notes that not all
of the copital stock was held abroad and that in certain cascs
sulsidiary corporations had been formed in Brazil and had sold
their issnes locally. Data on 3863 stock companics in 1946 sho-
wed a total capital of 27.6 billion cruzeiros. Only 197 compa-
nies werc considered foreign, with a capital of 3601 million cru
zeiros (about § 180 million). Sce Wythe, Wight ond Midkiff, op.
cit., pp. 280 and 291. It must he stressed that several farcign
companics were not corporations but limited liability companics.
The four lcading foreign banks held only 7.9% of the total depo-
sits in the thirty leading banks on Dec. 31, 1946.

ECLA, External Financing in Latin America, p. 32. These are re-

vised figures.

On all thesce gnestions, sec L.Gordon and E.l.Grommers, United Sto-

tes Monufactnring Tnvestment in Brazil: The Tmpact of Brazilian
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58)

59)

60)

61)

62)

63)

Govermnment Tolicies, 1946-1960, Graduate School of Business Admi-

nistration, llarvard University, Boston, 1962. Sce also, Luiz Ara.
nha Corréa do Lago, Fernando Lopes de Almeida and Beatriz Mello

Flores de Lima, A Industria Rrasileira de Bens de Capital - Ori-

gens, Situacio Recente, Perspectivas, chapter 11, pp. 97-118.

Brazil was followed by the United States with 13.2% of the toful,
Switzerland with 12%, Canada with 9.1% and France with 5.2%. The
se official.figures arc quoted in Mem de Sa, O PrdbieﬁgMQE Re-

messa_de lncros, Associag¢io Comercial da Guanabara, Rio de Janei
ro, 1962, pp. 45-44a.

See Gordon and Grommers, op.cit., p. 7.

terprise, National Planning Association, Washington, 1964, p. 55.

According to official Amervican data, total direct investment in
Brazil was only US$ 882 millicn in 1966, less than in 1960, but
increased thereafter to US$S 5695 million in 1977 and USE 9081 mil
lion in 1982, See U.S Department of Commerce, International Di-

rect Investment, p. 49.

For greater details, sce Corréa do Lago, "Investimentos Dirctos

no Brasile a Conversao deFmpréstimos om Capital de Risco', op.cit.

Thus, it has been calculated that from 1951 to 1900, undishursced
earnings of United States subsidiarics accounted for 49% of net
United States private direct investment inflows in Brazil in the

period. Sec ECLA, External anancing‘igﬁbatinﬂﬁggrica, p. 142.

On Brazilian industrial policics, see Luiz Aranha Corrda do Lago,
"Brazilian Industrial Policy and International Llestructuring of
Industry"”, in Robert E.Driscoll and Jack N.Behrman, editors, Na-

tional hggﬁtrial Policies, 0.G & H, Cambridge, Mass., 1984, pp.
25-39.

The source is Revista Exame and the data are reproduced in Veja,
Sept. 16, 1987, pp. 90-91.
Sce laiz Aranha Corréa da lago, "Investimentos Dirvetos...", p.3.

According to the figures of table 11, alove, at 1971 prices, the

increase from 1971 to 1980 was af the order of 2647,



64)

65)

67)

68)

69)

700

On the personal charocteristics of the immigrants in the last two

decades, sce IBGE, Anvirio Estatistico do Brasil, various yecars.

The fact that, bhetween 1961 and 197.,, 14767 Americans immigrated
to Brazil, accounting for 7.3% of the total in the period, is cer
tainly associated with the increasc in American firms in the coun
try. From 1971 to 1975, the Amcricans werc the most important
group of immigrants, accounting for 12.8% of the total, as immi-
gration from Portugal was temporarily reduced. In more recent
years, many nationalities, including several Latin American coun
tries, have incrcased their participation. 1In the last decade,
several professionals have migrated to Brazil for political rea-
sons and in view of the deterioration of the economic situation

in certain Latin American cointries.

Thus, from 1971 to 1975, 15362 immigrants from the FEC arrived in

Brazil. The distribution per country was as follows:

West Germany 3282 Netherlands 637
Belgium-Luxembnrg 439 United Kingdom 1652
Denmark 194 lreland 39
Spain 1630 Ttaly 5025
France 528 Portigal 3868
Greece 68

Source: Anudrio Estatistico do Brasjl, various years,

Franco, op.cit., p.

Wythe, Wight and Midkiff, op.cit., pp. 296-297. The amonnt spent
on the redemption of the French debt was about US$ 19 million., Sce

also Spiegel, op.cit., pp. 143-144.
Nythe, Wight and Midkif{, op.cit., p. 297.
Spicgel, op.cit., p. 143,

The composition of that Jdebt was as follows:



71)

72)

73)

74)

External Public DNebt and Reported External Private Debt
(In Millions of US$ - Dec. 31, 1953)

L) L T N
Reported
External o
Discrimination Total Public EXt?lnd]
Debt Debt Private
Debt
Total 1,202.9 8812 2217
Disbursed, still outstanding 970.0 868.1 101.9
Undisbursed 232.9 113.1. 119.8
Currency Composition:
US Dollars 931.0 717.2 213.8
of which US Covermment lLoans 609.9 433.5 176.4
1BRD 150.4 150.4
Canadian Dollars ' 22.8 22.8
Swiss Francs 5.2 0.9 4.3
Pounds Sterling 222.9 221.9 1.0
of which 1BRD (1.7 1.7)
Belgian Francs - 2.7 0.1 2.6
French Francs 106.9 16.9
Deutsche Marks 1.4

|
|
1

Source: International Bunk for Reconstruction and Development, Cur-
rent_Fconomic Conditions and Prospects of Brazil, April, 1954, Table
T AT s b, B Brdadd

According to data from Banco Central do Brasil, the consolidated
public external debt of Brazil, with the United Kingdom as the
only creditor, still reached USS 298 thousand on Dec. 31, 1986.
See Folha de Sao Paulo, Sept. 2, 1987, pp. Al9 to A2l.

On the political climate of this decision, sce for instance Tho-
mas FE. Skidmore, Politics in Brazil, Oxford University Press, Lon-

don, 1967, p. 181,

E.C.L.A., United Nations, External Financing in Latin_America,

New York, 1965, p. 128.

E.C.L.A., External FPinancing in Tatin America, table 121, p. 137.

Skidmore, op.cit., pp. 195, 257 and 324. Unfortunately no disag-
gregation to identify the sharc of LELC countries is available.

Sce note 22,

For the various data {rom 1967 to 1982 quoted ahove see Panlo No

gueira Batista Jr., “International Financial YFlows to Rrazil sin



77)

78)

79)

§0)

ce the Late 1960s: An Analysis of Debt Expansion and Current Paz
ments Problems', mimeco., Oct. 1984, pp. 8, 25, 28, 42, 46, 49, 55.

On debt rescheduling in 1982-1984, see for instance Paulo Noguei
ra Batista Jr., op.cit., pp. 69-71. For greater details, see Lu
iz Aranha Corréa do Lago, "A Divida Externa Brasileira e o Endi-
vidamento Global dos Paises cm Desenvolvimento: Experiéncia Re-
cente e Perspectivas de Reescalonamento', FGV/IBRE/CEMEI, wimeo. ,
1984, to be published in FGV/IBRE/CEMEI Novos Ensaios sohre o
Setor Ixterno, Editora da Fundacao Getulie Vargas, Rio de Janei

ro, 1987.

According to data fram Banca Central do Brasil. The share of the
countries which held bands of the Federal government or of Brazi
Jian pulilic companics totaling US$ 1,900,749 thousand on Dec. 31,

1986 was as follows:

Switzerland 10.64 United States 2.77

Japan 51.12 Kuwait 3.31
West Germany 32.16

The distribution af the external bank debt of Braril in Dec. 1984,

was as .follows (USS million):

Av T - T T

Medium and .
Discrimination Long Term Sho;t ‘ilm Total

g lebt

Debt

TOTAL 68,921 9,286 78,207
Foreign Ranks 61,217 8,735 069,952
United States 18,749 4,857 23,606
Japan 9,484 1,334 10,818
United Kingdom 8,739 738 9,477
France 6,348 402 6,750
Canada 4,718 229 4,947
Germany ‘ 4,072 258 4,330
Switzerland i 1,620 201 1,821
Belgium 1,190 110 1,300
Other 6,297 60aG 0,903
Brazilian Banks Abroad 7,704 551 8,255

* Country distribution is cstimated.
Source: Banco Central do Brasit, DEPEC/DIPAP.

Total debt inclnding USS 101,758 million of medinm and long term
deht and USS 9,286 million of nou registered debt would have rea
ched S8 111,044 million in pecemher 1986, of which at least
USE 30,727 wmillion were held hy EEC countries.



81) The distribution of these loans was a follows:

82) See Banco Central do Brasil, Brazil -'Economic Program,

Jun./87.

. Loans in
Countries Banks USS millions
Germany 11 3,801.9
Belgium 5 1,151.2
Spain 2 199.9
France 12 5,998.5
Ttaly 4 789.4
Luxemburg 3 491.1
Portugal 1 60.9
United Kingdom 18 8§,517.1
TOTAL 56 21,100.0

Source: Banco Central do Brasil, data pu-
blished in Folha de Sao Paulo, Sept. 2, 1987,

p. Al9.
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