





plentiful.

Per-capita income is about $300, with a significant difference between
thé two major centers of population. The Northeast, with about 30 percent
of the people, has very little industry, a backwaerd social and economic
structure, and a per-capita income of gbout $100. The Center-South, with
most of the rest of the population, enjoys an income of almost $400 per
capita. The Center-South has virtually all of Brazilian industiry, and its
agriculture is much more efficient (both per worker end per acre) than
that of the Northeast. The industry centered around S&io Paulo, Belo
Horizonte, and Rio de Janeiro is as significant, modern, and diversified
as any in the less-developed world.

Industry and agriculture each account for between one-fourth and
one-third of GNP. Agriculture has heen growing at 4.5 percent ammually
since the Second World War, Industry grew at almost 10 percent annuslly
from 1948 through 1962; since then various problems have resulted in
near-stagnation. Imports plus exports fell from about 3C percent of GNP
in the immediate postwar years to less than 20 percent in 1962-64.

Coffee is, of course, very important in Brazil. It accounts for
about half of export receipts, which is equivalent to over 3 percent of
GNP. Brazil supplies over 40 percent of world coffee consumption. Other
important exports are raw cotton, cocoa, suger, lumber (mostly pine),
tobacco, iron ore, mangancse ore, rice, and corn. The most important
imports are crude oil, wheat, aluminum, copper, tin ore; various chemicals,
and various capital goods. The structure of trade before the recent

stagnation is shown in Table 1.

Import substitution has been a crucial aspect of Brazilian industrial-

ization, both as to impetus, and as to structure and "logic.” While there

















































































29.

be given both opportunity and motivation to reduce costs. Profits

seem not to have been sufficient motivation, at least in a highly
inflationary environment. Indiscriminate tariff cutting slone is not the
ansver. Better physical infrastructure, better education, more industriel
experience, growing per capita income and larger markets can permit cost
reductions. Lower tariffs can increase the motivation. The emphasis

should be on future competitiveness and reductions in current inefficiencies --

not on indefinitely continued support for high-cost production.

Policies for the Future

The preceding discussion has already lead into consideration of what
changes might be desirable in the future. We obviocusly favor reducing
cascading and extremely high protection. The tariff reform of March 1967
has made significant progress, especially on the latter. If the Law of
Similars is really enforced with the requirement that domestic price not
exceed world price plus tariff, and the real basic rate is kept constant,
there should be virtually no products receiving more than about 75 percent
protection relative to the pseudo-free-trade situation.

Further reductions in cascading would probably be a good idea, and
would bring effective rates of protection closer to nominal rates. This
could be accomplished by moving toward a more unified system of nominal
rates: One could imagine a revenue tariff, applied to all imports without
exception, of perhaps 10 or 15 percent. All industrial products could
receive higher protection -- say 30 or 40 percent -- and there could be
a special higher rate to protect industries where the govermment determines
higher protection to be e.dvisable.3o Such a system would not necessarily

te very different from the present one. Revenue from tariffs would
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