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1. Introducao

O plano argentino de reforma econdomica, anunciado
pelo ministro Juan Sourrouille em 14 de junho ultimo, define
claramente uma op¢ao pelo "chogue heterodoxo" como estratégia
de combate rapido e efetivo a inflacdo. O plano argentino é u
ma proposta de desinflacao rapida da economia, apoiada num con
gelamento geral (ainda que temporario) de precos, salarios e
rendimentos e numa reforma monetadria, com a criacio de um no-
vo padrao monetario cuja estabilidade o governo se compromete
a defender a gqualquer custo. Naturalmente, para que isto seja
possivel, torna-se necessario eliminar grandes distorg¢des de
prec¢os porventura existentes antes do congelamento (de modo
que o sistema de precos relativos que vai ser congelado tempo
rariamente seja razoavelmente realista) e garantir a estabili

dade da taxa de cambio da nova moeda em relacido ao ddlar.

Ao contrario, entretanto, da nossa proposta para - O -
rBrasil, o plano argentino foi implementado de sﬁrpresa e sem gual
quer négociaCEo politica prévia: de fato, o instrumento juridico
utilizado foi o decreto 1096 do poder executivo (equivalente a um
decreto-lei brasileifo) de 14/6/85 ﬁue presqindiu de aprovacgao
pelo congresso; E claro que,'tendovem.vista a gravidade da situa-

. ¢ao argentina, com uma inflacdo de 30% ao més en processo de ace-~
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leracdo e um impasse nas negociagdes com o FMI e credores inter-
nacionais, esta tatica de surpresa era nao apenas a unica viavel
mas também, o que € mais importante, possivel de ser sustentada

com um alto grau de legitimidade politica.

2. Pontos Principais do Plano Argentino

O choque argentino foi executado através das seguin-

-4es principais medidas de politica econdmica:

a) Congelamento por tempo indeterminado de pregos e

’salérios. O'congelamento de precgos enirou em efeito na segunda -
feira, dia 17 de junho de 1985, com base nos'precds maximos vi-
gentes a zero hora de quinta-feita anterior, dia 13 de junho. Os
w'é;lé:ios tiveram éinda um reajuste de 22,6% ao final de juﬁho an

tes de serem congelados.

0

b) Introducio de uma nova moeda de curso legal, o

Aﬁstral, que substituiu o peso argentino a uma taxa de conversio
de mil pesés por austral. O governo anunciou sua firme intencao
de néo permitir a perda de poder aquisitivo da nova moeda, inclu
sive comprometendo-se a nao emitir_moedé para financiar o déficit
piblico. Foi anunciado também que o austral terd uma paridade fi
xa de 0,80 centavos por déiar (ou 1,25 ddlares por austral), que
se considera um nivel de téxa de éémbio-adequado para as condi -

coes atuais das transa¢Oes externas.

c). Medidas de transicdo na area financeira, com to-

dos os depdsitos em conta corrente no sistema bancario sendo con

_vertidos em austrais no dia 15 de junho, a razdo de mil pesos
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 por austral. Para os depdsitos a prazo e operacdes de emprésti-

mo contratadas antes do dia 15 de junho'a taxas de juros préfi-
xadas permanepem'em vigor as céndicées contratadas originalmen-
te mas o pagamento das obrigacdes sera feito em'austrais, na da
ta prevista de vepcimento e de acordo. com uma tabela oficial de

taxas diarias de conversao de pesos em austrais. Esta tabela de

-conversdo, cujo objetivo & descontar o efeito da expectativa in

flacionaria embutida nestes contratos a taxas de juros préfixa-

-

das, determina uma desvalorizacao diaria da paridade entre pe-

sos e australs equlvalente a uma desvalorlzacao mensal de 30% .

Todos os contratos indexados, de depésitos, empréstimos ou alu-

guéis, passam a vigorar em austrais a partir do dia 15 de junho,

respeitando a taxa de conversao de mil pesos por‘austrais e man

" tendo as clausulas de indexacao originalmente contratadas. As

taxas mensais de juros no segmento regulado do sistema financei

ro (gque cOrrespondé a cerca de 40%'do total de depésitos) foram

- fixadas em 4% e 6% respectivamente, para dep051tos e emprestl -

mos -a 30 dlas. (Estas taxas foram reduzidas no dla 29 de Jjunho

para'3,5% e 5%, respectivamente).

d) Medidas de contencéé fiscal, que pretendem redu-

2ir o déficit de caixa consolidado do setor piblico do nivel de

>11,5% do PIB observado em 1984 para cerca de 2,5% do PIB no se-

gundo semestre de 1985. Este déficit residual sera totalmente
financiado por créditos externos, de modo que nSo havera emis -
sao monetaria para financiar o deflcit publico{ A 1ntencao é so
mente permitlr a expansao da base monetarla em decorren01a de

aumento nas reservas internacionais do pais.
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3. O Congelamento de Precos e Salarios

Nao ha duvida que o congelamento de precos e sala-
rios — o c¢hamado chogque heterodoxo — foi o elémento chave do
programa. Seu objetivo é eliminar o componente inercial da in-
flacao, este mecanlsmo automatico de transformacgao da 1nf1acao
. passada em 1nf1acao futura, que tende a se tornar dominante em

processos inflacionarios cronicos. Em boa parte O sucesso do

_ plano serad determinado pela capacidade de manter o congelamen-

to pof um periodo prolongado de tempo (seis meses, por exemplo)

" & de administrar o periodo de descongelémento {(que convém fa-

zer de forma gradual) de modo a impedir um repique inflaciona-

" rio .significativo.

Um‘EHé;RxPisiﬂi obvio para o sucesép do congelamen
to-é-que os pregos relativos congelados sejam realistas e sus-
tentaveis a médio brazo. Em vista disto o governo argentino'
promoveu alguns realinhaﬁentos drasticos de precos antes ‘ do
congelamento: foi feita umaldesvalorizacéo cambial compensada

de 18%, aumentou-se o prego da carne em 50%, e os preg¢os e ta-

rifas piblicas atingiram niveis que em média sao 33% superio -

‘res aos do segundo semestre de 1984. O Quadro 1 ilustra alguns

" destes realinhamentos de precos.

E obvio que.éstes moviméntés bruscos de preg¢os re-
lativos teriam gque produzir um chogque inflacionério no periodo
imedlatamente anterlor ao congelamento e, de fato, o) custo ‘de
v1da aumentou cerca de 30% em junho (a despelto do congelamen-

to de precos a partir do dia 15) contra 25% no meés anterior.Co
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' mo os salarios foram congelados ao final de junho apbs um reajus .
te de 22,6%, fica claro que o salario real foi fixado a‘um nivel

inferior ao pico prévio anterior de salario real.

Isto pode ser melhor compreendido com o auxilio da
Figura 1. Nesta figura estamos ilustrando a trajetodria do sali -
rio real dia a dia, medido a précos do inicio de junho. Supondo-

'que o nivel inicial & igual a 100, e'que OS pregos ao consumidor
.;auméntaram 39% nas primeiras duas semanas &onés:/,chegamos ao-ni
- vel de 72 no dia 15. Como a partir deste dia os precos‘foram con
gelaaos (e supde-se qﬁe de fato éermaneceram fixos) estda claro
gque 72 é o nivel mais baixo de salario real do més de junho, per
maﬁecendo inalterado nas suas dhas ﬁliimas.semanas. O aumento de

22,6% ao final de junho eleva este salario real péra 88, que e

congelamenfo for mantido. Is-

i

0 nivel que devera permanecer se O
- to corresponde a um nivel de salario real cerca de 12% menor que

o pico anterior de 100, obtido ao inicio’ de junho.

. 'Pode-se observar, entretanto, gue nao ocorre perda
de salario real em termos de valores médios mensais. Com os para-
metros da Figura 1 (que supbe variag¢dc ponto-a-ponto do custo de

vida de 25% em maio e 39% nas primeiras duas semanas de junho) po

*/ O aumento do custo de vida em junho esta sendo estimado em 30%, mas esta
variacio é calculada em termos de média dos precos nas guatro semanas de
junho contra igual média para maio. Para ser consistente com esta varia-
b&)é@i@ﬁiarmxsal,a inflacao ponto-a-ponto nas &xﬁ;prmeinﬁssamst
do més tem que ser maior. Nossa estimativa de 39% baseia-se mo fato que
o indice de custo de vida em termos de média mensal deverd ainda apresen
tar uma variacdo de 7% em julho relativamente a junho.

4




QUADRO 1

Alguns Aumentos de Precos entre 2 de Maio e 14 de Junho de 1985

Carne ..... R R R R AR 157%
Taxi ...... R R R IR R eeeeeen 119%
Oleo Combustivel }....- ..... e eeeeeeeaeeaaaas eeeseeeens . 95%
DELAL PATAlELlO «uvevvvnnnnneeeeeennnaaeeeens eeeeeeeee 95%
‘Indice de Prec¢os por Atacado e.ceeeeeenns el e e ceees 93%
TELEEONE cevvveeecnccanccsocsooececnnaanssasscosss e 78%
~ Gasolina Comum ........ et eeeeeeeaeeeae e eenaan ~ 65%
“Custo de Vida ....... e A L
Reajuste Salarial (Pauta Salarial) ..,...;.;..’ ......... " 45%

FONTE: Clarin, 14/6/85 e 30/6/85

FIGURA 1
Congelamento Salarial

A

"Salario Real
(a precos de .
0
1/6/85) __\lo 10 o
%,
3 88
0.
b

MATO JUNHO JULHO




7.

de—-se calcular um salario real médio de 89 em maio e de 78 em
junho,'de onde se vé que o salario reallcongelaao é apenas li-
geiramente menor gue o valor real médio de maio e cerca de 13%

*/

maior que o de junho-—

.0 congelamento salarial conseguiu, portanto, fixar
o salario real pela média, e nao pelo pico, evitando assim o
"risco de embutir uma pressao salarial nao resolvida no sistema

de precos congelado. Esta solucao consistente para a guestao

.~ do salario real parece, entretanto, ter resultado mais de um

golpe de sorte que de um designio de poli_ticé. A.NOS meses anterio-

res ao pongelamento os reajustes salariais estévam'sendo pauta

dos pela régra de repassar-90% da variacao do cusfo de vida no

mes antérior. Desta forma o aumento de 25% do custo de vida em

maio produziu, de acordo com a regra vigente, um reajuste de

22,6% dés salarios ao final de junho. Como a inflacao acelerou-
se violentamente nos pfimeiros quinze dias do més, em virtude

dos realinhamentos de pregos relativos mencionados anterior

*/ Eera calcular este valores de salario real medio foi utlllzada a seguin
te formula, gque relac1ona o salario real nedlo Vo (calculado pela média
aritmética e supondo varlacao contlnua dos precos ao longo do més) ao
pico anterior de salarlo real v’ , quando a taxa de inflacdo acumulada
dentro do més é igual a p: |

p * .
v

V.
m

]

(1+p) log (1+p)
'No caso do més de juhno considerou-se a média simples entre a

média aritmetica igual a 85 para os prlmelros quinze dias, calculada pe-
la formula acima, e o valor estavel de 72 que v1gorou nos ultimos quinze

dias.
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mente, este reajuste salarial foi a conta certa .para restabele-

cer o. salario real médio de maio.

4. A Transicd3o no Sistema Financeiro

A maior dificuldade pratica para a aplicacdo do con

gelamento geral de precos e salarios esta na area financeira o,

que em principio nao esta preparada para uma queda abrupta do

-ritmo inflacionario, podendo ser levada a uma situacao perigosa
de- insolvéncia generalizada. Este risco, entretanto, foi bri-

. lhantemente eliminado na reforma argentina pelo mecanismo . da

escala de conversao entre pesos futuros e austrais.

A desinflacgao causa problemas somente qua és tran-
sacoes financeiras contratadas a taxas de juros prefixadas. No
casé-dasvoperadées com correcao monetaria niao ha problema: os
parametros contratuais estdo definidos em termos reais, e tudo
que a desinflacdo pode fazer & alterar a corregio monetaria. Is
to porém néo.acontece no caso das operagoes contratadas com ta-
xas dé juros nominais préefixadas. Nestes casos a operacdo tipi-
camenfe embute uma éxpectativa.inflacionéria e alguma provisdo

para uma varianca moderada da taxa de inflacdo (o que se pode -

ria chamar de um prémio de risco). Se a expectativa inflaciona-

ria revelar-se dramaticamente errada, a operacdo implicara em -
transferéncia maciga de renda real do devedor para o credor, po

dendo criar uma situacdo de inadimpléncia.

No caso argentinog, por exemplo, o sistema financei-
ro estava operando antes do congelamento com taxas nominais pre

fixadas para depositos e operagbes de empréstimo a 30 dias aci-
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ma de 40% ao més, O que naturalmente.tinha embutido uma expec-
tativa inflacionaria de pelo menos 30% ao més. dom a taxa de
inflacao caiqdo instanténeamente para proximo de zero (digamos
1 a- 2% ao més para OS pregos por atacado),'estaé operagoes te-
riam rendido taxas reais de juros superiores a 40% ao mes (cer

ca de 5500% ao ano), o que implicaria em enormes ganhos e per-

. das de capital.

Uma soiucéo bossivel para eéte problema seria
d. recontratacao forcada de todas as operacoes financei -
ras deste tlpO, ‘com O ObjethO de atuallzar suas taxas nominais
is novas expectativas inflacionarias, mas isto seria obv1amen-
te dificil de impléméntar na pratica. A solugdo argentina foi
multo mais simples e perfeita: mantém-se oOs parametros contra-
tuais originais em termos de pesos argentlnos a serem pagos em
datas futuras, mas estabelece-se uma escala de conversdo dia -
ria entre pesos futuros e australs, que leva em conta o fato de
que antes do congelamento havia uma expectativa generallzada de
30% de inflacao ao més. Ou.seja, a escala de con&erséo confirma

7

a expectativa media de que o peso iria desvalorlzar -se a taxa

mensal de 30% relativamente a qualquer padrao monetarlo esta -.

-vel (como ativos fisicos, o dolar e, agora, O austral).

Em termos praticos a escala de convérséo estipulou
que, partindo da paridaae.de mil pésos'por austral, véliaa pa-
ra o dia 15 de junho, a taxa ae conversao entré pesos futuros
e austrais pode ser obtida supondo uma desvalorizagao diaria
do pegovde 0{8524% (que corfésponde abroximadamente a 30% ao

longo de -um més de 31 dias). Assim, por exemplo, uma operagao
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que contemplava um pagamento em pesoé no dia 20-de julho — por
tanto 35 dias depois do congelamento — tem que.ser convertida
em austrais é taxa de conve;séb apropriada para pesos futuros

do dia 20 de julho, ou seja, a taxa de(1,008524le1evado a 35

vezes 1000) = 1345;926 pesos por austral.

O outro aspecto da transicao financeira gque merece

ser mencionado é a fixacéo das taxas de juros nominais no seg-

mento controlado do mercado apos o congelamento. O problema a-
qui é que, como se esta tentanto produ21r uma quebra drastica
na tendéncia 1nfla01onar1a, que em principio pode ou nao dar
Eom resultado, fica dificil para os agentes economicos formar
uma expectativa firmé da.inflacéo fﬁtura e comd consequéncia é
necessarlo pagar um prémio de risco elevado para sustentar um
fluxo regular destas operagoes flnancelras com taxas de juros
regulados e 1mped1r uma fuga defensiva para os mercados com ta
xas de retorno nominal flutuante (como o dolar, por exemplo) .
Esta € a rationale por trés das taxas de juros nominais dé 4%
e 6% fixadas inicialmente (ﬁas reduzidas apos dués semanas pa-
ra 3,5% e 5%) para, réspectivamente, depbsitos e empréstimos a
30 dias. A medida que o congelamento demonstre na pratica sua-

efetividade, o prémio de risco nas operacdes com taxas de juros

' préfixadas devera baixar, permitindo a fixagao de taxas de ju-

ros reais menores nestas operagbes reguladas.

5. A Contencao Fiscal

O sucesso de curto prazo do plano. argentino depen-

de basicamente da efetividade do congelamento de precos e sala



o~

11.

‘'rios e da mobilizacao psicolégica produzida pela reforma moneta

ria mas sua sustentacdo a médio e longo prazo depende também de

trés outros elementos:

a) da.capacidade politica do governo em manter sob
controle o componente de conflito social da inflagao, que deve
manifestar-se principalmente na reinvidicacio de reposicao ple- .

na dos picos prévios de salario real;

b) da adequabilidade dos pregos relativos, obtidos

-

- com o realinhamento de pregos anterior ao choque, para viabili-

zar um desenvolvimento equilibrado e saudavel da economia a mé-

dio e longo prazo; e

¢ .
c) da reducdo do déficit pablico a niveis. compati -

veis com um regime de estabilidade de precos.

Um dos elementos basicos da hetedodoxia do plano ar
gentino & a suposicao de que a céntencéoxdo déficit publico nao
é um fator instrumental para é,desinflacéo abrupta que se preten
de obter. Apés a estabilizacdo, entretanto, é‘6bvio que o défi-
cit pﬁbliéo deve ter uma dimensio adequadé para uma economia nao-
iﬁflacionéria, ou seja, algo como 2% é 3% do,PiB se observarmos
0 gue acontece nas économias com longa experiéncia de estabili-
dade de precos. Em relacao a concepcéo‘ortodoxa da politica de
estabilizacdo ha aqﬁi uma fundamental inversdo tatica: ao invés
de reduzir o déficit publico para combater a inflagdao o gue se
preﬁende é combater a inflacao (via congelamento),paré em segui
da reduzir o déficit. O plano érgentino é uma demonstracgdao elo-
guente de’como a decisao politica de aplicar o chogue heterodo-

xo torna as medidas ‘de contencao gradual do déficit tecnicamen-
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te mais simples e politicamente mais aceitaveis.

A meta fiscal do programa érgentino contempla uma re
dugdo do déficit de caixa consélidado do setor publico para 2,5%
do PIB no segundo semestre de 1985. O Quadro 2 apresenta os nume
ros relativos a eydlucéo do déficit desde 1983. Para viabilizar
eSta‘meta'seré necessario cortar em 6,4 pontos de percentagem. o
.déficit do setor ndo-financeiro como porcentégem do PIB e em 4
. pontos de percentaéem o aéficit operacional do banco central,com
‘uma reducdo total de 10,4 pontos de pefcentagem do PIB no déficit
consolidado. Para o setor publico nao-financeiro isto devera sig-
‘nificar um corte de 8% nas despesas (iguél a 2,5% pontos de-per—
centagem do PIB) e um aumento de 19% nas receitas (igual a 3,9
pontos de percentagem do PIB). A nivel de detalhe pode-se iden-

tificar as seguintes principais medidas de contencao fiscal:

' a) Aumento da feceita fiséal em 2,5.pontos de percen
tagem do'fIB, obtida em trés frentes; (12) cerca de meio ponto
de percentagem do PIB através do aumento da receita do imposto
de importacdao em decorréncia da desvalorizacdao cambial de 18% e
da criacao de um novo imposto sobre transag¢oes bancarias (seme-
lhante ao_noséo IOF) ; (28) cerca de meio ponto adicional de g
do PIB atrévés do aumenéo'da feceita do imposto sobre combusti-
veis em decorréncia do realinhamento dos precgos dos derivados do
petroleo; e (32) cerca dé j,S pontoé de % do PIB através do es—v
guema de poupancga §brigat6ria que envolve depdsitos compulsorios
em 1985ve 1986 de pessoas fisiqas e juridicas cbntribuinteé dos
impostoé‘sobre a rehda, sobre o capitai e sobre o patrim&nio 11

quido e que serao devolvidos num prazo de 60 meses apds cada
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QUADRO 2
Evolucao do Déficit Publico em Percentagens do PIB

(conceito de caixa)

Ano | Setor Publico nao-Financeiro Resultado Opera- Deficit
¢ (trimes ; N cional do Banco Consolida
tre) Receita | Despesa | Deficit(~) Central o
1983: (I) 19,4 25,1 -5,7 -0,3 ' -6,0
(1I1) 22,7 29,4 6,7 : -1,4 -8,1
(III) 23,0 32,1 -9,1 -0,5 ' -9,6
(Iv) 20,8 36,9 -16,1 : -1,4 -17,5
Midia 1983 21,5 32,8 -11,3 -1,1 -12,4
1984: (1) 20,1 29,5 -9,4 ' -3,4 -12,8
(II) 20,4 30,9 - -10,5 : -2,2 -12,7
(III) 21,4 27,8 6,7 ¢+ - =3, ~~-9,8
(IV) 22,9 31,8 -8,9 ~=2,3 - -11,2
Midia 1984 21,8 30,4 -8,6 - -2,7 - -11,3
1985: (1) 19,4 28,8 9,4 ‘ 2,9 . ~12,3
oa@n 22,9 30,9 -8,0 ~5,6 -13,6
MEdia do 19
semestre 21,2 29,9 -8,7 -4,2 | -12,9
. Média do 29
semestre
(projecao ' |
do autor) 25,1 27,4 -2,3 -0,2 -2,5

FONTE: BCRA
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depbésito com corregdo monetdria de 90% da variagao no periodo do

r */

indice de precos por atacado—

b) Reducao do déficit de caixa das empresas estatais

.em 2 pontos de % do PIB, obtida através de um aumento real médio

de 33% dos precos publicos em relagao aos niveis praticados no

segundo semestre de 84. O realinhamento de precos anterior ao

‘congelamento devera ter permitido aumentos (em relagao ao segun-

do semestre de 84) de 50% para os derivados ‘de petrdleo, 34% pa-

ra os servicos postais, 26% para o gas natural, 25% para as tari

fas de eletricidade, 20% para os telefones e 18% para o transpor

" te aéreo e ferroviario.

c) Ellmlnacao da transferenc1a de meio ponto de % do
PIB do banco central ao sistema de previdéncia soc1al Esta trans
feréncia € a parte do déficit do 51stema de prev1denc1a que nao
é coberta pelas transferéncias normais de receita tributéria ’
instiéuidas apbés a eliminacdo em 1981 do-imposto de 15% sobre a

folha de pagamento.

d) Reducao em 1 ponto de % do PIB nas despesas de
custelo da Administracdo Nacional e das estatais através de uma
queda de 15% da folha total de pagamentos de salarlos em decor -

réncia principalmente da pr01b1cao de novas contratacoes.

*/ Estes depOsitos compulsdrios serao baseados has>declarag6es de imposto pa
ra o ano fiscal de 1984. Os contribuintes deverao recalcular seus impostos
devidos, eliminando alqumas dedugdes e incentivos fiscais, e sobre este va
lor apllcar 30% no caso de empresas e 40% no caso de pessoas fisicas. Este
valor, atualizado pelo indice de precos por atacado entre novembro de 1984
e o més de 1985 a ser fixado pelas autoriadades, definira a poupanca obri-

gatoria a ser depositada tanto em 1985 como em 1986.
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e) Reducéo'em cerca de meio ponto de % do PIB das
transferéncias diretas para as provincias o que devera ser com -
pensado por aumento equivalente nas tranferéncias em esquema de
"revenue sharing" em decorréncia do crescimento na receita tribu

taria total do governo.

~.,f) Reducdo em 4 pontos de. % do PIB do déficit opera.
cional do banco central através da eliminag¢do do componente de
qorrécéo monetaria sobre a divida publica em decorréncia do con-

.gelamento de precgos.

'Vale a pena enfatizar o fato de que esta contencao fiscal de

10 5 pontos de % do PIB foi em grande parte v1ab1112ada pela proprla decisao

- de atacar a inflagao atraves de um choque heterodoxo. O realinhamento de precos

pﬂﬂicosenmerrm: ao congelamento p:oduziu diretamente 2 pontos de
%’ao PIB de contencéo no déficit das estatais e viabilizou indi-
retamente outro ponto de % adicional de aumento de receita dos
nlmpOStOS de 1mportacao e sobre combustlvels. A propria elimina -
cdo rapida da inflagdo devera contr1bu1r com outros 4 pontos de
$ do PIB nos encargos de correpéo monetaria da divida publica.

Sdo portanto cerca de 7 pontos de % do PIB de contengao fiscal

que decorrem exclusivamente da politica de combate a inflagao via

. congelamento de precos.

6. Politica Monetaria

A conducdo da politica monetaria & a parte mais obs
cura do programa argentino. Foi anunciado que a emissao moneta-
ria nao sera utilizada para financ1ar o def1c1t re51dua1 de 2,5%

do PIB, gque se pretende cobrir com credltos externOs. Na medida
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‘porém em gue estes recursos externos impliquem num aumento das

[

reservas internacionais podera haver uma emissdo "lastreada", o
que alias pode ser indispensavel para o sucésso do programa. A
exper1enc1a hlstorlca demonstra claramente que guando um proces
so hlperlnflac1onarlo termina abruptamente (como de fato todos
sempre terminaram) segue-se um periodo de varios meses em que a
1iquidez real da economia aumenta significativamente. No casoi

da hiperinflagdo alem3, por exemplo, OS precos praticamente se

“estabilizaram entre dezembro de 1923_e'setembro de 1924 (apos

terem aumenfado 30000% ao més em outubro de 23) enquanto a cir-
culacido de notas aumentou a taxa de 13%-ao més ao longo do mes-
mo - periodo. Outro exemélo é dadp pela_hiperinfiacéo austriaca

de 21- 23: nos nove meses posterlores a establllzagao de outu -
bro de 22 a taxa de inflagdo foi‘'nula em média (a despeito do
nivel de 100% ao més alcancado em agosto e setembro de 23) en-

quanto a guantidade de moeda aumentou cerca de 10% ao més.

Este fendomeno pode ser facilmehte compreendido. A
queda rapida da inflacao e das expectativas inflacionarias pro-
duz um aumento da demanda por moeda que, com precos estaveis ,
s6 pode ser atendido pela emissio monetaria. Se nesta situagao
o banco central decidir congelar o estogue nominal de moeda, as
taxas reais de jufoé serido pressionadas para cima e a economia
tendera a entrar em recessao. Estas observagoes iﬁdicam que a
conducao da politica monetaria na transicdo para uma economia
estabilizada nio é problema simples: como balizar a emissao mo-

netaria neste caso?

A solucao parece Obvia: se OSs pregos estao realmen-

te congelados qualquér variacao na demanda por moeda se refleti
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ra na taxa de juros e, portanto, uma politica de emissdo moneta-

ria visando manter estavel a taxa de juros (num mercado nao-regu

lado) é suficiente para manter um suprimento adequado de liqui -

.dez real em face de uma demanda de moeda em expansao. Esta linha

de politica requer, porém, uma elevada dose de confianga da auto
ridade monetaria na efetividade do congelamento de precosbe na

.

credibilidade do programa de estabilizagao..

No caso argentino a postura inicial das autoridades

. em relacdo a politica monetaria tem sido cautelosa e permeada

por uma retdrica de grande austeridade. Decretou-se, por exemplo,

um congelameﬁto pelos primeiros quinze dias do programa dos valo

reé nominais portrmakx' das linhas de'cfédito internas nos ban -

éos comerc1als e o ObjethO parece ser o de llberar estes limi -
*/

tes sobre o crédito interno apenas de forma gradual— . A restri-

cao ao crédito foi adotada também com o intento de dificultar a

'~especu1acéo em dblar contra o austral e forcar o setor privado a

desovar parte de seus encaixes especulativos em moeda estrangei-

ra.

7. Vai Funcionar?

No momento que escrevemos o plano argentino esta em
- - . - i . € .
operagdo por apenas tres semanas O que torna dificil qualquer a-
valiacdo de seus resultados. De fato, o sucesso de um programa

de éstabilizacéo deste tipo s6 pode realmente ser avaliado apos

*/ Bm 29/6/85 permitiu-se um aumento de 2% no valor naminal de cada linha de

credito.
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‘um periodo de varios meses e, principalmente, a partir do momen
to em gue OS pregos comegarem a éer liberados da regra de conge
lamento. A despeito disso, o comportamento da economia nos pri-
,meirés dias do pos-chogue parece encorajador. Os mercados finan
ceiros absorveram as medidas drasticas do plano com tramjﬁii&xb,
o congelamento de precgos parece estar funcionando na pratica e

nio ha ameaca visivel de desestabilizacdo na &rea sindical.

Num horizonte de curto prazo é bossivel identificar
duas dificu}dades gque precisam ser contornadas. Uma delas & o
comportamento da taxa de cambio no mercado paralelo. Nos primei
ros dias do congelamento a cotacdo do ddlar no paralelo caiu a-
té 0,77 centavos de austral, em' contraste com a paridade oficial
de 0,80, mas ao final dé terceira seménda o cambio péralelo_es—
tava em torno de 0,93 por délar. O risco & naturalmente & que
este prémio de 17% do ddlar livrg sobre o oficial éeja interpre
tado como uma evidéncia de perda de confianca'dos "mercados" na

viabilidade do programa.

De fato, o fendmeno pode ter uma explicacao bem
mais'simples. Ao fixar uma rehtabilidade de 4% sobre os depdsi-
tos.de 30 dias (reduzida para 3,5% em 19/6/85) as éutoridades
argentinas criaram um forte incentivo para a entrada de "hot
money" no pais. Afinal, com a taxa de cambio congelada, isto
significa uma rentabilidade de 4% ao més (ou 60% ao ano) em doé-
lar,'o.que certamente & um excelente investimento. A Unica di-
ficuldade para concretizar este. tipo de operacéo é o prazo'mini—

mo de 180 dias (aumentado para 360 dias em 2/7/85) para a perma

néncia do capital financeiro internacional no pais. E o6bvio po--
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rém que existe amplo espago para operagbes de arbitragem, possi
velmente com o hot-money entrando legalmente no pais'e saindo
via mercado paralelo. O resultado & uma pressao altista na taxa
de cambio do'mercado paralelo que, provavelmente, sb podera ser
eliminada com a reducao da taxa de juros interna para um nivel
compativel com o bratiéado no mercado financeiro internacional

. (algo como.0,5% a 1% ao més).

A outra dificuldade é o comporfamento‘do indice de
pregos ao consumidor em julho. O Quadro 3 apresenta algumas ta-
xas mensais Observadas e estimadas de variacao nos pregos ao
| éonsumidbr e por atacado em 1985. O ponfo que queremos destacar
€ gue mesmo que a inflacio medida a pregos por atacado caia
abruptamente dos quase 50% de julho para 1% em julho, ovindice
de precos ao consumidor ainda apresentara uma variacdo da ordem
de uns 7,5% ao més em julho. N3o é& dificil imaginar as dificul-
dadeg gue podem resultar deste nimero, particularmente na area

sindical.

Na realidade, porém, este aumento ainda acentuado
do custo de vida em jﬁlho é um efeito meramente estatistico que
sera produzido mesmo que todos os precos ao consumidor permane-
cam totalmente congelaéos.ao lbngo do méé. Este problema de ri-
gidez estatistica pode ser melhor compreendido com o auxilio da

Figura 2. Ao contrério do indice de pregos por atacado, que é

calculado ponto—a—ponto com base numa coleta de precos que fe

cha no dia 15 de cada més, o indice de precos ao consumidor é

calculédo pela média dos prebos coletados em cada uma das qua

tro semanas anteriores 3 tltima 'semana de cada més. Entende-se




QUADRO 3 ‘
TAXAS MENSAIS DE INFLACAO EM 1985 (%)

Més Preg¢os ao Consumidor Pregos por Atacado
r Janeiro ‘ 25,1 20,9
Fevereiro h 20,7 17,6
Margo . ) - 26,5 - 27,4
Abril ' 29,5 31,3
Maio " 25,1 31,2
Junho ) 29,0 . 47,0
~ Jutho *) 1,5 ; 1,0

(*) Estimativas

FIGURA 2

Rigidéz Estatistica no Indice de Precos ao Consumidor
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portanto que, com o congelamento de preg¢os entrando em vigor no
dia 15 de junho, pode-se esperar uma queda vertiginosa na taxa

de variacao dos prec¢os por atacado em julho.

.

No caso dos pre¢os ao consumidor, entretanto, o con
gelamento s6 passou a ser relevante é-pértir da ultima semana
do periodo em que sao coletados os pregos para o éélculo do in-
‘dice de junho. O resultado, comé esta ilustrado na figura, é
. que o indice da média de.quatro semanas para junhd sera cerca
.dé.7% inferior éo mesmo indice para juiho, mesmo gue ocorra umé
perfeita estabilidade dos pregos ao consumidor apo6s o congelamen
.fo; Este‘efe;to de rigidez estatistica so poderé_ser_evitadé se
a metodologia de célcﬁlo ao indice de pregos ao consumidor for
'modificada, passando-se a calcular a variaga: ronto-a-ponto en-
tre‘éor exemplo a penultima semana de caca mésf De gqualquer for
ma seria aconselhével neste caso a publicacao dos indices sema-
nais kou pelo menos quinzenais) de custo de vida, de modo a evi-

denciar a real desaceleragao do processo inflacionario apos o

inicio do programa.
; g
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l. Introduction

This paper evaluates the challenge imposed on-multi-
lateral and government financial agenciés by changed conditions in
the international financial markets in the light of their previous

experience in Brazil.

The paper is divided into three sections, besides
~ this introduction. In the second section the role of these agencies
is examined in the coéte£t of the évolution of Brazil's foreigﬁ_
borrowing requireménts. A first subsection deals with the pre-1945
7expérience. The éecond subsection examines the post-war period
~defining three different phases in termé of’ﬁhé role of these
agencies in the accommodation of Ealancé of payments difficulties:
a first period until-l955AQhen'the collaboration of these agencies
was vital to solye Brazil's balance of payments difficulties and
was interrupted by political reasons; a second period until 1967.
marked by the increased importance of suppliers' credits then by
the use of US bilatefal economic assistance and the return of the
Worlé Bank to the Brazilian scene and, finally, a third period when
it was possible for Brazil to borrow in private financial
markets with the conseqguent relative reduction in the importanée of

multilateral and government agencies.

In the third section the experience of some of the main
financial acencies in Brazil is dealt with:the U.S.Eximbank, the World Bank
and the Inter American Development Bank. Aspects related to the
‘distribution of lending over time,relative cost of borrowing in
relation to alternative sourcgs'and sectoral distribution of loans

are discussed.
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The final section includes a sfnthetic conclusion
baseé on past experience and examines the importance of these
agencies financial collaboration for the stability df the Brazilian
balance of payments in the future and, in the last instance, for

" the achievement of minimum growth targets defined exogenously.
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2. The'pattern of Brazil's foreign borrowing and the role of multi-

- lateral and government agencies over the past fifty years:

an overview

2.1.The pioneer  role of the U.S. Eximbank before the end of World War II

Until the Great Dep;ession, as is well knowh, infioﬁs
of foreign capital into Brazil depended baéically on direct foreign
investment and on the increased indebtedness of Federal,State and
Municipal govelnments through the flotation of bonds in the leadlng
‘world financial markets. The contribution of multilateral or

bilateral covernmental agencies was ,therefore, irrelevant.

The se&ere balanée 6f payments difficulties createa'
ih underdeveloped countries during the thirties by the interruption
of these capital flows as well as by the sharp fall in commodity |
prices were cifcupvented first by capital outflows then, after
reserves had-disappeared, by a combihation of foreign exchange
devaluation,.impbrt controls, foreign public debt default or

renegotiation, and the accummulation of financial and commercial

foreign exchange arrears.

Tt is in the context of efforts to finance the thawing
of these arrears in the mid 1930s that for the first time foreign
governmental agencies became important as a source of finénce for the
balance of payments needs of Brazil. Indeed, the recently
created Eximbank had a marginal role in discounting Brazilian notes
floated in payment of arrears in 1935. In 1939, a relatively large

loan of US$19.2 million was extended by Eximbank to the Bank of

Brazil to make possible the thawing of new arrears*.
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It is, of course, very much oécn to question whether
tﬁese operations did involve a true element of "aid" in the sense
either that they would not havéioccurred had thesé governmental
agencies not eﬁisted or that the financial arrangements reached
witﬁ these agencies entailed substantially differenf conditions i
wheﬁ compared with those obtainable in the market. In fact, many
other thawing operations were conclpded by Brazil and other debtor
countries - with the US as well as with other creditor countries
such as Great Britain _ without the in&olvement of governmental

agencies such as the Eximbank. On the other hand, the holders of

- frozen arrears in Brazil - foreign exporters or the subsidiaries

of foreign firms - were undoubtedly important beneficiaries of

“such arrangements: had the financing of such arrears proved to be

impossible,it is unlikely thatsud1armﬁrsvxmld}mveknanentuelygﬁid
by further contféction of Brazilian imports. In the late 1930s the .
possible tangible advantage from the point of Qiew of the borrowers
could have been the rélatively low rate of interest obtained in
qompafison with the likely alternative rate which would have

prevailed had the arrangement been made through private banké. The
possible "grant element", however, is bound to have been qguite

small as the loan was to be repaid within two years.

While Eximbank's involvement in financing US exports

to Brazil had been passive and limited to the financing of commercial

arrears in the 1930s it was later to become of crucial importance

in the promotion and finance of development projects. i

In the late 19305 the idea that it was in the best
economic and political interests of the US to foster the economic
development of such countries as China and Brazil started to gain

ground in the US Administration especially in the Treasury under




the influence of larry D. White. In 1939, indeed, Secrectary’
Morgenthau had beenfforced_to withdraw his overtures concerning
development assistance loans to Brazil yielding to thc combined
pressure of the ‘State Department and Eximbank during the negotiations
of foreign exchange arrears. In 1940, however, Treasury support was
instrumental in guaranteeing US support through Eximbank loans -
initially of US$20 millions later increased to Ué$45 millions - to
the newly created government-controlled Ci;..Siderﬁrgica Nacional

to finance the purchase of US equipment for the first integrated
Brazilian steel mill. The mill's feasibility study had been
conducted by US Steel which - much to the disappointment of Vargas -
had shown no interest ih direct ihvolvement in the project. The US
government decision to finanée the project through Eximbank and

to supply scarce eguipment during the war had of course much to do
with the US policy of supporting Brazil to block German/Italian
political influence in theAearly war years and then to weaken Argen-

- . *
tina's position of relative pre-eminence in Latin America .

Still during therwar other loans were provided by
Eximbank (see Anmendix 2) which were to prove to have important
implicaticns in the lenger run especially in the case of a loan tco
Cia. Vale do Rio Doce which was to become the world's leading iron .
ore exporter. Stimulated by the British, who feared the loss of
traditional iron ofe sources, the US government through Eximbank
financed the beginning of the modernization of the vVitoria a Minas
railroad as well as of the Itabira mining operations previously owned
by the British. Brazilian iron ore supply commitments remained
unfulfilled during the war and it fook a long period to
.make the company a viable economic proposition. Eximbank

. :
Sce Abreu (1984), chapter IX and Avey (1953), p. 43.




loans were to continue to be important to make this possible in

the immediate postwar period.

-

-

2.2 - From the end of world War Il to the onset of the LDC debt crisis

‘Tbe Ppstwar years witnessed the creation of multi-
rlateral devel&pment'banks - of which, as far as Brazil is concerned,
the World Bank and the International Development Bank are today, by far,
" the more relevant ones - the-progressive reconstruction of inter-

national private capital markets and a marked acceleration in the

Agrowth of Brazil's foreign debt, as can be seen in Table B.1(see.

Appendix B).

Being a large and diversified industrializing economy,
'with an extremely concentrated personal‘iﬁcome diStribution, a
tradition of active government intervention in economic policy-
making, and politically able to live with a combination of
‘relatively hich rates of inflation and economic growth, Brazil's .
post-war development was not significantly constrained by savings,
and the growth of external borrowing can be largely explained by
the evolution of foreign exchange needs. This point has been
convincingly made by empiricél work done in the framework of two-

*
gap models in the mid-sixties , and is certainly valid also for the

larger part cf the past twenty years of explosive growth of the

. * %
Brazilian foreign exxchange gap and borrowing from commercial banks .
Indeed, as Table B.2 shows, the contribution of foreign lending

to total savings remained relatively small even during the

* Chenery and Strout(1966), and Baer ard Kerstenetzky (1966} .
** See Tables R.1 and B.3.




past decade of slower economic growth and accelerating foreign

indebtedness.

The way in which Brazil's foreign,exchangé’gap was
financed varied widely since the War; affecting the-distribution
of the debt émonéodifferentAtypes of lending institutions and, thus,
the relative importance of the contribution maae-by multilateral
banke 2nd aoovernment agéncies*. The basic reasons for these chanoes
in the relative weight of different types of creditor institutions
io the flow of foreign capital to Brazil are twofold. On the one
hand, there is the spéed aﬁd amplitude of‘ recurrent external
:shooks, more violent disequilibria demanding relatively greatef
resort to shorter-term compensatory operations, usually provided by
a limiteqd set;of-institutions. On the other hand, and more important
in a longer perspect%ve, these shifts reflect a combination of the
changing financial requirements which accompanied B?azil's great
structural transformation with the continuous institutional change
affecting the forms in which long-term internafional finance was
made.available to aeveloping countries since the war. A review of
the main "phases” of Brazil's post war development, with opecial
reference to the evolution of hei external financing needs,will

help to illustrate this point.

Phase I: 1946-1955

Economic poiicy in early post-war Brazil was
dominated by concern about innefficiencies_arisiﬁg from "infra-
structural inadequacies" created by lagging expansion of energy and
transportation facilities in the presence of extensive industrial
growth, an inheritance of the foreign exchange starved thirfies and

* See Table B.3.




wartime supply sho;tages. With the progressive normalization of
equipment}supplies following the fetﬁrn to peace, the binding
constraint in overcomirng these infrastrucfural bottlenecks wculd

be the capacity to import. In spite of high hopes for a buoyant
balance of paymehts position after the war, which influenced a
short-Jlived move towards greater trade and. payments liberalization ~

(» i - - - . v awe . L ree ale
" at an overvalued exchange rate in 1946, Brazil was soon forced to

R R s A e
- reimpose import and‘exchangevcontrols from mid-1947 to stem rapid
losses of convertible reserves due to a sharp rise of private
.seqtor‘dollar ﬁayméntskabroad. In the ébsence of ofganized world
' ¢apital markets the Brazilian government came to have no alternative
but to rely on U.S..government help - either directly or through
its overwhelming influence in the recently created World Bank - to

finance the’badly needed improvements in the electricity and

‘transport networks.

There had been hopes in Bfaéil, after the technical
éssistance activities which resulted -in the Abbink Report*, that
thétU.S. would became engaged in a sustained economic assistance
effort which would benefit underdeveloped countries on the same
lines of the contemporary Marshall Plan. Hopes increased with
Truman's announcement of Point Four in 1949. In the following year,
a Joint Brazil-U.S. Ecconomic Commisgion was created to select

projects to be financed with the help of the Eximbank and the World

Bank and a letter of intent +o that effect was signed by the two

* %k
governments and the banks' presidents in late 1951 .

>
U.S. Department of State (1949).

** 2 fuller account of the negotiations leading to this agreement in principle
to finance the Joint Cammission's infrastructural projects is to be found in
Besserman (1985), on which the following maragrarhs are also hcavily based.
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Herver, as the Joint Commission sat down to work on
fechniéal details of the investment program, Braiil faced a new
and severe balance of payments crisis caused mainiy‘by £He relaxatioﬁ
of import controls prompted by fears of'shbrtages'of strategic
materials dufing-the Korean War. The explosive growth of the current
accéunt deficit drained'reserves énd,during 1952, the deficit was
mainly "firnanced" by the accummulation of a very large amount ofA

*
commercial arrears .

As.it had done in former oécasioné in early 1953 the
Eximbank stepped in to provide for the thawing of US$300 millions
~.0f arrears owed fo American suppliers**; This time, however, the
Eximbank's action would provoke the wrath of.IBRD's chairman Blackk—
then deeply involved in a campaigﬁ to pfesé the incoming Eisenhower

administration to curb the relative independence enjoyed by

* % %
Eximbank - as it was correctly seen as weakening World Bank's
leverage to impose ideal norms of economic policy such as greater
trade and payments liberalization as a condition for granting

. *khk k%
financial accommodation .

‘The IBRD's volte face on the Brazilian infrastructural

investment program was made easier by the clear military turn taken

*

See Table B.3.

The operations made by the Brazilian government at the time also involved a
short term loan of US$158 millions from a British bank.

* %

"™ on this see also Mason and Asher (1973), pp. 496.
Idem, pp.197 and 660-61.Tt should be noted, however, that although World Bank of-
ficials disapproved of several aspects of Brazilian policy - such as unbalanced
budgets, expansionary credit policies and overvalued exchange rates considered
as the source of recurrent balance of paymonts prablems, as well as the formatio
of Petrobras and the continued exclusion of foreign oil caonpanies from
exploration - the Bank "never clearly specified what particular action bv the
Brazilian goverrment would elicit what response fram the Bank",Mason and Asher
(1973), pp. 661-62.

%k ok k
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by the priorities of U.S. "aig" effo;t‘with Eisenﬁower,'leading
eventually to the abandonment of ehe program. The World Bank's
record in lending to Brazil in the immeéiate post-war years would
" thus remain gquite poor. By mid-1952 it had lent US$142.5 millions

to Brazil but no less than US$90 millions to the Canadian—owned

*
Brazilian Traction . Moreover, but for a couple of loans to
R e W PR - . - R AR PN v e N Vel tarentey 4 o R I

N IR TR W -
Brazilian electricity companies in 1958 , it would take over ten

- years for the Bank to resume-lending to Brazil.

In the years follow1ng the 1952 crisis the balance
of peyments showed no substantial improvement and as a consequence
of the need to resort to stabilization loans until 1955 Brazil
emerged from this period‘with.a larger debt and ‘a much greater

i ) * % %k
.concentration in shorter maturities .

roreover, the combination of import controls and
overvalued exchange rates maintained since the late forties had

.induced a process'of rapid import substitution in several lines of

‘non-essential' consumer goods. This had not only aggravated the
infrastructura. Dbottlenecks, as turned the import structure
extremely rigid, making increasingly plausible the launching of

a programmed effort of substitution of intermediate and some

= capital goods imports on pure2ly balance of payments grounds.

~ Phase II: 1956-1967

These two aims - expansion of infrastructural services

N :
See Appendix C for a complete list of World Bank loans to Brazil.

**  See Mppendix C.

**% See Table B.3. of thc US$1317 millions debt outstanding -at the-end of
1956, not less than US$614 millions represented debt incurred as
camensatory balance of pavments loans of which 97% was scheduled for
repayment within five years. On this see Donnelly (1970), p. 102.
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and the planned vertical integration of Brazilian industrial
structure - would become the basis of President Kubitschek's

Targets Plan, carried out between 1957 and 1960.

-

Apparently, the plan had no pre-conceivéd financing
scheme to provide for the foreign exchange requirements of the

programmed investments. A fortiori, however, one can see that those

* .
were covered by a sizeable increase in private loans , the bulk of
which consisted of suppliers' credits receiving government

" guarantees and directed to finance the official investment program.

Brazil'é hea&y reliance on suppliers' credits to
':financé the capital goods requirements of the Targets Plan refieéted
both the increasing availability of this kind of finance - as after
the reconstruction of the‘industrial countries of Western Europe

and Japan their governments actively began to promote equipment -
exports by granting credit facilities and guarantees - as well as
the fact that the concession of these credits was governed by
market considerations and did not carry the strings and policy

prescriptions usually attached to official loans. As noticed by a
World Bank study:

"It should be observed that the irclination of certain
debtor countries to authorize ready recourse to suppliers'
credits was heavily influenced by the fact that other
sources of international finance were practically
inaccessible to them. This was .basically a consequence -of
their inflationary financial policies, which made it
impossible for them to borrow in large amounts fraom inter-
national financial institutions, and even from individual
foreign goverrments or private financial institutions. Thus,
whenever in these countries top priority was attached to
investments regarded as important to the pursuit of
developtent for which recourse to foreign resources was
necessary, suppliers' credits proved to be one of the few
sources of foreign financing, if not the only one" .

* See Table B.3. '
foreign direct investment flows, a large part of which helped financing
irdustrial investments outside the Plan's priorities, chiefly in the automobile
industry.

**IBRD (1967), p. 16, quoted by Donnelly (1973), pp. 117-18.
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In the.case of Brazil this was certaihiy true.vAccess
to the World Bank - which had been cut in-1953 and’jusf feopencdfbr a while in
1958 - woﬁld again be strained durina the Targets Plan. The launching of the
latter's large investment program coincided with the most severe over-
production crisis faced by world coffee markets since the thirties
and tﬁe active price support policy carried by the Brazilian govern-
méqt had an additional strong expansionary effect on'éomestic demand.
$0, although financing the direct foreign exchangé requirements of
the pian would not prove difficult, Brazil faced increasing balance
of éaymehts difficulties from 1958. ‘Accordingly, negotiations were
started with the IMF for a large US$300 millions loan but, in
mid-1959, the Brazilian government could not acéept the conditions
attached by the Fund and withdrew*. This, of course, also meant

renewed exclusion from IBRD's window to which Brazil had regained

access a year before.

Frem 1959 to 1963, in spite of the maintenance of
large autonomous capital inflows until 1961, the balance of payments

situation remazined critical both on account of large current

. * %
account deficits and rising amortization payments . Indeed, the

last years of the Kubitschek administration witnessed a steady

ieterioration of the foreign debt amortization profile because of

&

he relativelyv short maturities of suppliers' credits and, especially,

‘he increasing reliance on short-term swap loans as a form of

* % %k . ’
'ompensatory finance - The following years would see the return

f rescheduling exercises coupled with attempts to implement

rthodox stabilization programs.

On this see, for instance, Malan (1984), pp. 90 f£f.
* See Table 'B.3.

** During 1959 and 1960 swap loans to the tune of US$240 millions were
contracted by the federal govermment. Donnelly (1973), p. 108,
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The first attempt at restoring external equilibrium
was made by Kubitschek's successor and fierce critic Janio Quadfos.
It was based on implemen£ing a recessive fiscal-monetary mix and a
considerable move towards exchange liberalization devised in con-
sultation with the IMF and the U.S. government, counting with
strong fiﬁancial backing from creditor governments both in the ﬁofm
of AID program loans ané PL-4806 credits from the U.S5.,and official
refinancing of a large part.of_the suppliers' credits granted by
Western Europe and Japan*. However, Qdadros' resignation a few.
months after taking office, renewed current account pressures in
1962, and lack of financial support from Western governments to
President Goulart's belated stabilization attempt in 1963 led ;O-a

deep balance of payments crisis, stagflation and the military take-
over of 1964.

The military government successfully carried out an
orthodox adjustment program, again w;th strong U.S. financial
backing, specially tthUgh AID loans, and was greatly helped by the
conclusion of a new rescheduling agreement on publicly guaranteed
loans with the Hague Club in the second half of 1964, with U.S.

government participation.

The IBRD did not refund Brazil's obligations due to
it. However, by re4starting to lend to Brazil in 1965 with 5 to 6.5
years' grace periods primarily for projects in which a relatively large
part of equipment and construction work could be supplied by
domestic firms, and allowing that "withdrawals from the Loan Account
in respect to expenditures -in the éurrency of the Guarantor ofvfor

goods produced in (including services supplied from) the territories

* See Bitteyman (1973), pp. 122 ff. for details.




-

&

-

* %
.Pakistan and South_Vietnam as _a recipient of net aid flows .

14.

of the  Guarantor shall be in dollars or such other currencies as
the Bank shall from time to time'reasdnébly select"*, the World
Bank played an im?ortant role in helping the stabilization efforts
of the newly establishéd authoritariahuregime. This was indeed

true of every official aid agency and, as noticed by Diaz-Alejan-

dro, between 1964 and 1967 Brazil ranked only behind India,

Phase III: 1968-1982

The fifteen years before the onset of the present

debt crisis witnessed the longer boom in statistically docunentec

Brazilian economic history. The dizZYing growth rates obtaining

_until 1973 were followed by more modest expansion after the first

0il shock - but still impressive by international standards - as

can be seen in Table A.1l.

The basic reéson why Brazil was able to sustain
ﬁhese extremely high growth rates without having to face a balance
of payments aéjﬁgtment crisis for such a long span was the
amazing increase in the availability of long-term finance from the
seébnd half of the sixties, ‘which allowed the smooth financing of

*kx
a yawning foreign exchange gap.

Lending by multilateral and'government aéencies
during this period, especially the World Bank and the IBD, certainly
gave an important contribution to this impressive achievement.
Total gross capital inflows from these institutions, which had

averaged US$ 38.0 millions in the years between 1947 and 1955 and

* See Loan Agreament between IBRD and Centrais Elétricas de Furnas, 1965 (Loan
403 BR), quoted in Bittemman (1973), p..125.

**Dlaz—Alejandro (1971), p. 443. _ .

*** See Table B.3. :




US$ 156.9 million between 1956 and 1967, rose to not 1ess than
US$ 812.9 million between 1968 and 1982. Brazil's debt towards
them grew 14.0% in real terms during Phase III, as,éompared with
9.2% in Phase I and 6.2%'in-Phase.II. A detailed analysis of
World Bank and IDB lending during this period is presented in .

Section 3, below.

This greét absolute increase in multilateral and
.government agencies' lending was, however, accompanied by an
equally large fall_ih.their relative importance as suppliers of .
Brazil's foreign ;apital reéuiremen£s, due‘to the concurrent
‘massive increase in her borrowing in Eurbcurrency markets, mainly
in the form of floating-interest rate cash loans from co.mercial
banks. As a pfoportion of total external loans and credits, lending
by multilateral and government agencies fell from an average of |

57.3% in 1964-67, 14.4% in 1971-74 and 8.1% in 1978-81.

As in the fifst growth cum debt cycle of 1956-62,
the rapid increase in foreign debt and its changing composition in
favouf of private creditorsAsince the end of the sixties (see Table
BE.Z)can be explained with reference both to the increased demand .
for credit - a by-product of domestic expansionary policies - as
well as to institutional developments in international capital
markets affecting the availabiiity of pfivate finance fo Third World

borrowers.

The late sixties witnessed, in fact, a clear departure
from the orthodox adjustment program lauched in 1964-65 towards
outright expansionary demand management and a host of policy
measures aimed at diverting part.of the domestic demand for credit

towards international capital markets

* For a description of these measures see Pereira (1974), Chapter 1.
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Expansionary policies were maintained after the first oil shock,
as Brazil opted for a strategy of long'term structural adjustment

through a new wave of large import substitution projects.

The greatly increased foreign exchange gap (see Table
B.3) appearing as a consequence of the high growth rates obtaining

since 1968 could be matched both before and after the firsf oil
p ,

shock 5y én increasing stream of cash loans owing to peculiar
aeVelopments in the Eurodollar markets, viz, excess liquidity and
_growing interbank competition from the end of the sixties, which
ailowéd developiné cduntries to become regular customers in these
markets*, and recycling of a substantial part of OPEC surpluses to

non-oil developing countries after 1974 through commercial bank
loans.

As well known, Phase III was brought to’an end in
1982 by the world trade slump and the Mexican moratorium. With the
epsuing end of voluntary bank lending bilateral and multilateral
agehéies have played again an important role in Brazil. Short term
help from the U.S.-Treasury, Eximbank and the B.T.S. was
instrumental in preventing a foreign exchange crisis at the end of
1982, for international reserves evaporated as the Brazilian govern-

ment would not announce the start of formal negotiations with the

o

IMF - the suctessiul completion of which was 2

condition for the

o

granting of financial accommodation by private banks - before the

This change in the relative position of developing countries as borrowers in
Euwrocurrency markets was quite rapid. As a financial analyst saw it in 1972:
"Last year, and increasingly this yecar, the reduction in loan damand from U.S.
multinationals and top European borrowers has forced the Euro-currency barks to
offer these very fine ralcs to fringe borrowers outside the traditional catch-
ment areas for Euro-currency banking... To gain business, banks have found that
they are forced to lend for longer and longer periods and to areas of the world
which were hardly regarded as prime credit risks as little as a year ago". -
Puramoncy, July 1972 , quoted in Wells (1973), p.l2.
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general elections due to take place in mid-November. Moreover,
‘from 1983, as ‘Brazil overcéme the'worst>of‘the.liquidity~crunch,,Jn;w
the stepping up of lonqer'term'lendihg by the World Bank, the
IDB and the U.S. Eximbank, and the réschedﬁling of government Or
government—guarapteed debt at the Paris Club énormously helped
external adjustment. This, together with large and increasing
trade balance surpluses in 1983 and 1984 will allow Brazilian

authorities to refrain from further borrowing from private banks

during 1985.
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3. The experience of main international agencies in Brazil

-

It is, of course, quite beyond the scope of this
- paper to deal comprehensively with the experience of all inter-

national agencies - multilateral or national - in Brazil during

tthe postwar period. Such a comprehgnsive“treatment would have to -

také into account not only the activities of the larger agencies

'such as the World Bank, tﬁe Inter Americén Development Bank (IDB),

_Eximbank ,and USAID but aiso thésé of the less relevant bodies in

‘terms of financial involvement such as the United Nétions

Development Program, internationél Foundations - Ford, Gulbenkian,

IDRC, Kellog, Rockefeller, among others of more»receﬁt entry in

Brazil - énd modest officiél aid of British, Canadian, French and.

German origin. 'L ‘ | , -
While it would be ideal to be able to examine more

closely at least the exﬁerience of thé big agencies,attention here

will be limited to Eximbank activities in Brazil until the early

1950s - for since then, aé discussed bélow, the latter's operations

with Brazil cannot be considered as "aid" -, the World Bank,-and the-

IDB. Unfortunately, it was impossible to obtain reliable information

. in Brazil on USAID (including PL 480) loans. It is hoped that a

fevised version of this paper will include a section on USAID/PL 480

given the importance of its contribution to Brazil, especially in

the mid 1960s.
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3.1. The U.S. Eximbank

.

The contributioﬁ‘of,the Eximbank was rather important
- before the mid-fifties: As discussed in Section 2, from its c;eatién
in 1934 to the end of World War II, the Exiﬁbénk gave a crucial.
4contribution to financing Bra;il's fofeign exchange needs: during
‘this périod not less than US$118 millions were lent to clear
commercial arrears or to finance eqguipment imports. Although limited -
in the late forties - no more than US$63 millions in 1946-50 - it rose
again significantly in the early fifties.(see appendix A) because of
~‘the US$300 millions tendered to thaw exchange arrears in 1953 which
-qame on top of around US$150 millions in commercially—generatea
loéns.
These ’ ”deveiOpment assistance"” loans to finance
the suéply of US goods had as an important conéequence to foster..
'the growth of the borrower's market for US goéds both in the short
run - by making thé purchasé at all possible -.énd in the 1long ruﬁ‘-
by contributing to the acceleration of economic growth it is however
undeniable that Brazil gained important benefits, since there would
be no alternative suppliers wiiling to finance the sales of com-
petitive capital goods during the war or in the immediate postwar
period. After the mid 1950s, of course, it is rather unrealistic to
consider Eximbank loans - or; fér that matter, those of ény other
financial agency mainly concerned with exportvcredits and guarantees
- as involving any "aid" or "grant" elemenf as their primary aim
was to foster US exports,interest rates being adjﬁsted in many cases
té take account of competitive bids~by other suppliersf Indeed,of all
loans extended by the Eximbank until 1953 - when Eximbank's policy

of strict consideration of trade-generated loans was reasserted bv

e e e e i o o e e e e e

*This position may have changed temporarily in the early 1980s as Eximbank
interest rates failed to follow market rates and subsidy as a proportion of
loans rose quite substantially. See Emery et alii (1984), chapter 3.
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- ) * " -,
the Eisenhower Administration - only one included local costs,

the one to ICOMI S.A. a mining concern parfly'owned by Bethlchem

"Steel.

3.2. The World Bénk

" ‘ After an initial loan to Canadian-owned Brazilian

-Traction the share of World Bank's loans to Brazil as a proportion

of total loans was maintained in "normal" years between 8.0% and
: Yy

e k% ~
10.5% (see Table 3.1). There was, of course, a long "abnormal"

period after the politically motivated interruption of the Bank's

involvement with Brazil in the early 1950s which lasted almost

continuously until the mid 1960s, the attempted

rapprochement under

Kubitschek being avorted by the break with the IMF in 1959 as

described in Section 2.

* % K

Indeed, Brazil's loans corresponded in 1950-54 to

ar average prcportion of 9.4% of total approved
to practically nihil in 1955-64, then increased

and 10.7% in 1969-74. After the first oil chock

loans; this fel:

9.72 in 1975-78 then to 8.7% in 1979-82. Since 1982, on the other

. hand, Brazil's share of total loans recovered to 13.3% as a result

L L a]
)

~ .
FRges [y -~ (R S w4

primarily of ©

" difficulties, as discussed in Section 4.

*  Gee Hillman (1982), pp. 22 ard ff.
** Pinancial years ending 30 June.

nk'c concern with its balance of payments

*** Tt would be dbviously preferable to work with actual disbursements on net
(of amortization and interest) transfers but these data are not available

in an adequately disaggregated form.
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Table 3.1

“World Bank: Approved Loans;-wOrld and Brazil, 1947-1983

Use10°
World Bank loans in yedr ending June 30
Total (1) To Brazil (2) (2)/(1) %
1947 250 - 0
1948 263 - 0
1949 137.1 75 54.7
1950 166.1 15 9.0
1951 297.1 15 5.1
1952 298.6 37.5 12.6
1953 178.6 3.0 1.7
1954 323.7 48.6 15.0
1955 409.6 - 0
1956 396.0 - 0
1957 387.9 - 0
1958 710.8 13.4 1.9
1959 703.1 84.6 12.0
1960 658.7 - 0
1961 609.9 - 0
1962 882.3 - 0
1963 448.7 - 0
1964 809.8 - : 0
1965 1,023.3 '79.5 7.8
1966 839.2 49.0 5.8
1267 876.8 100.6 11.5
1968 847.0 62.0 7.3
1969 1,399.2 74.9 5.4
1970 1,680.4 205.0 12.2
1971 1,896.4 160.4 8.5
1972 1,966.1 437.0 22.2
1973 2,050.0 187.7 9.2
1974 3,218.4 242.0 7.5
1975 4,319.7 426.5 9.9
1976 4,977.1 498.0 10.0
1377 5,759.3 425.0 7.4
1978 6,097.7 705.0 11.6
1979 6,98%.0 674.0 9.6
1980 7,644.2 695.0 9.1
1981 8,808.9 844.0 9.6
1982 10,329.6 , 722.1 - 7.0
1983 11,136.3 1,457.5 13.1
1984 11,949.2 1,604.3 13.4

Source: World Bank, Annual Report,

several years.
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The volume of Brazilianvindebtedness'with_the Bank
is a consequence of the interaction of availability (supply) and
-cost iﬁ comparison with- alternative sources (demand). When the
cost of alternative sources tends to infinity the volume of
borrowing from the Bank is, of course, a direct consequence of its
resource availability, a situation which is tvpical of the post-
fos2 périod.flt would seem that the Brgiilian authorities proved
,té be cost-sensitive in the 1970s. Immediately after 1972 and 1976
Qheﬁ Bank loans became more expensive than those ébtainable in
priVate financial markets - as the relevant interest rate
differentials in table 3.2 show - the Brazilian share in total loans

tended to fall significantly in relation to previous periods.

In the iate 1970s and early 1980s Brazil faced the
ménace of beinc "graduated" by the World Bank losing, in
consequence, access to its loans. In the early 1970s the Bank had
started to trv to define a '"graduation" éolicy: since a developing
countrv reachel an income per caﬁita threshold, defined quite
gratuituously &t US$1,000 (1970 prices), a review would start and
eventually Bar: loans to this country would be phésed cut. This
policy had been devised in a period marked bv the easv access of
developing countries to the world financial markets: it was )
verhans excusable to associate somewhat mechanically level of
development measured by per capita income levels - and access to
financial markets. Brazil was one of the strong candidates for

graduation by the Bank in the early 1980s. Quite late in the day -

*
in fact just before the Mexican crisis in 1982 - the Bank still

* ,
World Bank, Annual Report, 1982.
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insisted in the adeoption of this.rather mecharical and in some

aspects aquite arbitrary policy. - .

-

‘ After 1982 there was no explicit publiclredefinition
of the Bank's poiicy in the light of changing international
economic conditions but loans to Brazil were much increased to
face the deterioration in'the balance of payments position and:the
ABank tended to adopt a morerflexible line on graduation without
>abandoning it . as a long term polic§filt is unlikely that graduation

will affect the Brazilian ability to raise loans in the World Bank

~ in the near future in face of the prospects of their balance of payments position

and of the cdeterioration in economic performance plus real cruzeiro

devaluatiorn and its impact on the dollar income per capita level.

. * ok *
The Bank's total of approved to Brazil in real terms

deflated by the US wholesale price index - increased by 5.2% o
year in 1947-65, then 8.8% a year in :1965-75. More recently growth

has proved to be laggarad: only'3.3% a year.in 1975-82 accelerating

to 12.6% a year in 1982-84,after the Bank's recent change of policy.

Access to the Bank loans for a cduntry like B&azil
implies gains corresponding to the difference between interest
rates charged by the Bank énd those charged by private banks, even
if there is a real alternative to raise finance in private'

financial markets which, of course, is not always the case. In

‘terms of proportion of the loan's nominal amount, these gains vary

directly with grace and amortization periods, and interest rate

. ————— —_—— o — . = o T — o o e

* See Abreu and Fritsch (1984) for an analysis of graduation in trade and flnance.
** Bank's Statement on Graduation, R84-252, September 6, 1984.
***Data on net disbursament are roughly in line w1tllapproved.loan totals
espec1ally in the late 1970s. See OECD (1984), p.214. This also applies to
IDB loans.
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Table 3.2

Wworld Bank Loans to Brazil: Weighted Interest Rates

and Market Interest Rates, 1949-1983

(1) (2) (3) (4)=(2)+(3) (5)=(1)-(1)
World Bank Market Brazilian Cost of alternative Interest
Interest ratce* Interest rate**  Spread*** funds**** rate
differential
1949 4.5 10.0 5.5
1950 4.3 10.0 5.7
1951 4.3 . 10.0. 5.7
1952 4.7 10.0 5.3
1953 4.9 10.0 5.1
1954 4.9 10.0 5.1
1958 5.8 10.0 4.2
1959 6.0 10.0- 4.0
1865 5.5 10.0 4.5
1966 . 10.0 [4.0]
1967 cen ‘ 10.0 [4.0]
1968 .o 6.4 1.0 - 7.4 [1.41]
1969 0.0 9.8 1.0 10.8 4.8
1970 7.0 8.5 1.0 9.5 2.5
1971 7.2 6.6 1.0 7.6 0.4
1972 7.2 5.5 1.0 6.5 -0.7
1973 7.2 9.2 1.0 10.2 3.0
1974 7.4 11.0 1.1 12.1 4.7
1975 8.3 7.0 1.7 8.7 0.4
1976 8.7 5.6 1.9 7.5 -1.2
1977 8.4 6.0 2.0 8.0 0.4
1978 ~.5 8.7 1.7 10.4 2.9
1979 7.5 12.0 1.0 13.0 5.5
1880 8.4 14.4 1.3 15.7 7.3
1981 10.3 16.5 2.0 >18.5 >8.2
1962 11.5 13.5 >2.0 >15.5 >4.0
10.7 9.8 2.0 . >11.8 >1.1

1983

Source: World Bank, Annual Report, several years.

*  Weighted by loan amount, corresponds to calendar year, fixed interest rates
until nmid-1982. After mid-1982 variable interest rates are charged on new
loans. Commission of 1.0-1.5% charged until 1964 included in interest rate.
Front emd fee charged after 1982 (1,5 - 0,25%) not included. ’

** IMF, International Financial Statistics, several issues: 1968-81, London
Furodollar rate; 1982-83, 6 month LIBOR, US$ dollar. .

***x p N. Batista Jr. -(1983), p. 118 and Edwards (1983).

***x*Cost of alternative resources 1949-67 set at 10% a year following a sug-
gestion of Exmar Bacha.




differentials. Data presented in table 3.2 snggest that interest
rate differential may—»: Vary quite ccnsiderably: they were
qu1te substancial before the mid 1960s, eventually became
‘negative in two occasions in the 1970s and reached record levcls

in 1980-81.

The grant element entailed by cheap fixed‘interest
rate‘Bank’lcans floated in the 1960c and 1970s in 2 context a
rapidly increasing interest rate was quite relevant. It is of
course quite difficult to compute an aggregate grant element for
the total anount outstanding as this would require a loan by loan
Acalculation. To give a guantitative idea- of such gains for the‘
future ,supposing a differential interest rate of 3.5% favouring
World Bank loans, grace and recayment periods of 2 and 10 years
respectively and a stable LIBOR cf 10%, there is a grant element

corresponding to more than 17% of the loan's nominal amount (the .

lower the grant elemerit, the higher the LIBOR).

It must be noticed that if LIBOR includinc spread falls
below, say, 10.5% the grant élement entailed by the Bank's 1981
loans becomes negative. In an environment marked by the long run
instability of interest rates it is not altogether unambiguous what
may be impact on the relative' cost of World Bank loans vis a vis
private loans (if and when they are available). It is clearly mis;
leading to take the decreasing interest rate differential between
Bank and private loans as an indication that it will be possible
for Brazil to favour finance raised in private markets as it will
be less costly than Bank loans. Comparative costs ‘become irrelevant
to determine the rate of expansion of Brazil's debt when the o
availability of resources becomes the main explanatory factor of its

level of indebtedness.
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Table 3.3 below summarizes the loans extended to
Brazil classified by sector for the pefibd 1949-1984 on a year by
year basis. Table 3.4 presents the sectoral distribution of loans
extended to Brazil and to all cduntriéé'in 1947—1965, 1966-1975
" and 1975-1984. The same information is included in table 3.5 in

terms'of shares of total approved loans.

o " 7 It is ¢lear that some sectors have been gaining
guite<stnxgly to the:detriment of others in terﬁs of shares of
" total approVed loans. The Bank's initial commitment to energy and
ftranqurtation projects has been reduced and industry almost
disappeared as a share of the Bank's total projects. Emphasis was
shifted to "social" sectors such as water supply and éewerage,

urban development and, especially, aéricultufe.

Sectoral shares in the case of Braiil also changed,
mostly in linewwith changing global treﬁds. Agricultural loans
reached a "normal" share of about 20¢%; "social" sector projects
- water SUppiy, sewerage, urban development - increased their share
well above the Bank's overall sectoral shares while transport,
energy and incustry sectors reduced theirs; Industrial projects,
howgver, feil iess precipitously in the case of Brazil than for
total loans pcssibly as a conseguence of the emphasis of Brazilian
industrial policy on massive import-substitution projects as partb

of the post-oil shock adjustment pOliny..

In general the Bank tended to approve an increasingly
larger share of agricultural/social/development finance agencies

loans to the detriment of infrastructure/industry projects. This

* An adequate comparison, of course, would have to take into account the final
sectoral brecakdown of loans to development finance campanies but this un-—
fortunately is not available.
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Table 3.4

IBRD Loans to Brazil and World: Sectoral Distribution

Usg10®
World Brazil
. co 1947-65  1966-75 1976-84 1947-65 1966-75 1976-84
Agricul ture 624.7  3,189.4 17,207.5 - 179.7  1,686.0
Education 6.0 750.0  2,933.0 - 31.9 124.0
Energy 3,030.7  3,160.2 16,021.8  343.6  634.5  1,427.6
Industry 1,378.6  3,264.2 2,523.6 - 384.0 993.5
Transportation 2,950.8  3,828.8 11,934.3 28.0 642.0 958.0
Highways 1,200.6  1,568.7 7,310.9 3.0 376.0 883.0
Ports 322.7 812.1 1,713.6 - 45.0 -
Railways 1,279.6 . 1,122.4 2,467.2 25.0 221.0 75.0
Other 147.9 325.6 442.6 - - -
Urban Development - 159.9  2,536.6 - - 685.5
Water Supply Ard Scwerage 33.0 800.1  3,964.6 - 58.0 1,001.3
Other ©748.0 692.2 19,827.4 - 15.0 749.0
TOTAL 8§ 771.8 15,844.8 76,948.8  371.6 1,945.1  7,624.9

Source: ellaboration of data from IBRD, Annual Report, several issues.




Table 3.5

IBRD Loans to Brazil and World: Sectoral Distribution

29,

(in %)
¢
World Brazil
1947—65 1966-75 1976-83  1947-65 1966-75 1976-83
Agriculture 7. 20.1 122.4 - 9 22.1
Education 0. 4.7 3.8 - 1. 1.6
Energy 34. 19.9 20.8 92. 32. 18.7
Industry 15. 20.6 3.3 - 19. 13.0
~ Transportation 33. 24.2 15.5 7. 33. 12.6
Highways 13. 9.9 9.5 0 19. 11.6
Ports 3. 5.1 2.2 - 2. -
Railways 14. 7.1 3.2 6 11, 1.0
Other 1. 2.1 0.6 - - -
Urban Develooment - 1.0 3.3 - - 9 O
Water Supply and 0. 5.1 5.1 - 3. 13.1
Sewerage :
Other 8. 4.4  25.8 - 0. 9.8
Total 100. 100.0 100.0 100. 100. 100.0

Source: computed from Table 3.4.

*The bulk of this cormspo}xds to development finance campanies.
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chanae in shares is explained by a shift in the Bank's pﬁlicy concer-
ning the choice between equity and efficiency: income redistribution
became a prime target of. the Bank's policy in the 1970s. It was
‘thouéht moreover that social/agriculture projects’were less likely
to find alternative sources of finance in the private financial
markets than more "straightforward" efficiency-geared projects.

. C®hanging- sectoral shares, of course, also partly reflect the change
of the sector mix of Bank's clients following the veiled and then

‘explicit "graduvation" of many developing countries in the late

1960s/early 1970s.

The emphasis on "social" projects had as an important
consequence to increase the free foreign excﬁange element of the
Bank's loans as "social" projécts tended to entail lower direct and
indirect costs than infrastructure/industrial projects. In this
sense the Bank's financing efforts became naturally more relevant

from the point of view of balance of payments finance throuvugh sectoral

mix changes.
3.3. The Inter American Development Bank

IDB started opérations in 1961. Loans to Brazil in
iearly days - up to 1968 - represented 18.4% of total approved loans.
.This increased dramatically in 1969-73 to é6.0% then started to fall

significantly: 17.4% in 1974-78, then 15.7% in 1979-83 (see table
3.6). This was at least partly a result of an informal voluntary
restraint agreement entered upon by Argentina, Brazil and Mexico to

make room for the smaller Latin American countries.

It should be noticed that a significant share of IDB's

approved loans corresponded to loans partly denominated in the




s %

[

borrower's currency being thus irrelevant from a balance of pay-
ments point of view. The Cr$-convertible currency loan ratio, however,
was never much above 25% of the total resources involved and:

consequently does not significantly affect comments above on the

time distribution of foreign exchange proceeds of loans to Brazil. '

The Bank's total loans in real terms - once more
deflated by the US wholésale price index - define a time pattern
similar to the wOfld Bank's experience already commented upon:
IDB's total approved loans first incréased in feal terms at 5.6% a
year in 1961-65, then at 7.3% in 1965-75. in 1975-81 this rate fell

quite significantly to only 1.3% - mainly as a result of US

~change of heart concerning his role in regional development banks -

recovering somewhat in the last two years also in line with the

"World Bank (in 1975-83 total real approved loans increased at 3.1%

a year)..

Contrary to the experience with the World Bank group -
where Brazil never had access to IDA's soft loans - IDB resou:. s
were tépped by Brazil using four main financial facilities (sce
table 2.7): & hard window corresponding tc the Ordirary Capital fund,
a softer window to the Special Operation Fund; still softer ones to
the Fiduciary Funa { used only in early days - and other minor -
British, Canadiaﬁ, Swedish - iow or no-interest funds. The proportion
of Special Operations Fund loans in total loans was never above

20-25%.

As can be seen from table 3.8 interest rates charged
én Ordinary Capital loéns weré guite high in comparison to World
Bank loans or even to private loAns (see table 3.2). This, of course,
was an additional incentive for the reduction in Brazilian - and

other large Latin American borrowers' - interest in IDB loans before




Table ‘3 .6

Inter American Development Bank: Approved Loans, Total and Brazil, 1961-83

in Usg10® o o
. Y |
(1) - (2) (2)/(1)
Total Loans Ioans to Brazil (%)

" 1961 293.7 , 28.2 9.6
1962 329.4 81.8 24.8
1963 258.9 ' 23.3 9.0
1964 299.3 96.0 32.1
1965 373.5 ‘ . 45,1 12.1

11966 396.1 88.8 22.4
1967 496.4 - 106.9 21.5
1968 430.9 58.0 13.5
1969 631.5 143.4 22.7
1970 644.4 1l61.1 25.0
1971 651.8 ~ 148.9 22.8
.1972 807.2 . 213.2 26.4
1973 884.0 ' 274.1 31.1
1974 1,110.7 - 187.0 16.8
1975 1,375.0 - 269.5 19.6
1976 1,527.8 - 239.1 15.7
1977 1,808.9 ' 361.6 -20.0
1978 1,870.1 283.2 15.1
1979 2,051.0 _ " 365.5 17.8
1980 2,308.1 424 .4 18.4
1981 2,493.8 383.1 15.4
1982 2,744.3 372.2 13.4
1983 3,045.0 . 441.0 14.5

Source: BID, Annual Report, several years.
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Table 3.7
Inter American Development Bank:Approved loans, Brazil, 1961-83 -
In US$10°

Ordinary Capital* Special Operations Furd Fiduciary Other TOTAL .

Total " In Cr$ Total "InGr$  Fund in US310
1961 14.361 3.967 9.699 - 4.120 - 28.2
1962 23.940 - 11.636 2.636 46.190 - 81.8
1963 15.690 . 640 o 3.150 1.500 4.500 - 23.3
1964 82.251 20.000 . 7.000 3.000 6.700 - 96.0
1965 - 24.506 500 20.640 11.600 - - 45.1
1966 27.224 1.700 61.550 15.650 - - 88.8
1967 59.423 660 47.500 18.000 - - 106.9
1968 23.050 500 35.000 12.000 - 5.839 58.0
1969 52.378 2.700 82.070 34.100 - 9.228 143.4
1970 78.405 - 77.000 27.500 - - 161.1
1971 72.906 5.000 71.000 .34.500 - - 148.9
1972 162,245 17.700 45.700 14.800 - 5.220 213.2
1973 221.200 23.900 41.800 14.600 - 4.356 274.1
1974 168.900 11.000 18.000 9.100 - - 187.0
1975 199.500 - 70.000 55.000 - - 269.5
1976 187.070 - 52.000 - - - 239.1
1977 301.548 - 60.000 . - - 361.6
1978 283.200 .. - . - - 283.2
1979 306.500 . 59.000 .. - - 365.5
1980 332.400 .. 92.000 - - 424 .4
1981 341.600, .. 41.500 een - - 383.1
1982 269.600 82.500 .. - - 372.2

374.500 66.500 .. - - 433.5

Source: BID, Annual Report, several years.
*Includes export financing and Inter-regicnal Capital.
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lable 3.8

Inter American Develomrent Bank: Interest Rates on Ioans to Brazil, 1961-1984

Y

Ordinary Capital* Export Financing Special Fiduciary Other

Operations Fund
Fund*

196% - - 5.75-6.00 ~ SRR © 4.50 2.75 -
1962 5.75 . - - . 4.00 1.25-2.75 -
1963 5.75 - 4.00 1.25-2.75 -
L2964 5.75-6.00 6.50 4,00 1.25 -
L1965 : €.00 - 2.25-4.00 - -
L1966 6.00-6.50 . - 2.25-3.25 - -
1967 * . .6.50-7.75 6.50 2.25-3.25 - -
1968 7.75 - ' 3.25 - 0-2.00
1969 8.00 6.50 3.25 - 3.00
.970 8.00 6.50 2.25-3.25 - .-
971 8.00 6.50-7.00 2.25-3.25 - -
972 8.00 3.00-4.00 - 3.00
973 8.00 3.00 - 3.00
974 8.00 4.00 - -
975 - 8.00 ... 3.00-4.00 . - -
976 8.00-8.60 /.00-8.00 3.00 - -
977 8.00-8.35 7.00-8.00 2.00-4.00 - -
978 7.50 7.00-7.50 2.00-4.00 - -
979 7.50-7.¢0 ©7.00 2.00-4.00 - -
980 8.25 7.00 2.00-4.00 - -
981 9.25 7.00 " 3.00 - -
982 ©10.50 8.75 3.00 .- -

2.00-4.00 - : -

983" 11.00

ource: IDE, Arnwal Report, several vears.

Service and/or ccmiission fees charged over outstanding debt and undisbursed
anounts on at least part of the loans. These vary considerably over time arg
according to source of funds and currency in which the loan is payable. -

-Since 1983, variable rate loans.
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the balance of payments difficulties after the end of 1982. Special
“"Operations Fund-loans were-éf'course muéh'more interesting: suppos=.~-~
ing total costs of about 4;0% includihg'commissions the inté;est

rate differential in the 1970s and 1980s was never below 2.5% and
reached something around 14.0%. The grant element in a hypothetical
loan (4 years grace, 16 years reéaymenﬁ period) suppbsing an
alternative private market interest rate of 10% compared with 4%

for the IDB loan would be of no less than 40% df the initial loan

~ amount. The présent value of yearly transfers fo Brazil would be

of around US$20 million supposing Special ‘Operations Fund Loans

are held at the 1979-83 average level. _

In terms of sectoral loén distribution the Brazilian
experience with IDB is not substantially different from whét has been
already’deécribed_in connection with IBRD loans. The shares of
infrastructure/industry sectors tended to be 1a£ger for Brazil for
all periodé than for total loans in a context 6f declining importance ‘
of these sectofs iﬁ‘comparison with the "social" sectors, including
agriculture, and, in contrast with IBRD, science and technology.

On the other hand, IBD's enthusiasm with urban development and
public health loans seems to have been much less pronounced than
IBRD's: one would expect that the net foreign exchange contribution
of IDB loans fended to be lower than that entailed by IBRD loans for

reasons already discussed in sub-section 3.1.
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4. Conclusions: past experience and the challenge of official

lending institutions in the coming years

s The main peoints,,in the analysis of Brazilian

experience with foreign official financial "aid", presented in

-Sections 2 and 3, can now be summarized.

In Section 2 it was seen that the origins of

foréign official financial assistance can be traced back to the
éecond half of the thirties and the years of World war II when the
Eximbank not only provided urgently néeded cémpensatory finance
to settle large Brazilian payments arréars with £he,U.S. but also
lent to make poséible the expansion éf large scale iron ore
mining and steel production by nationalized enterprises. During the
-immediate post war years, however, Brazilian hopes of ‘an enlarged
aécessqto development assistance folléwing the creation of the
wWorld Bank were successively frustrated: the Brazilian government
refusal to meet the Bank's administration wishes as to the conduct
of some aspects of economic policy led to an almost continuous

 suspension of World Bank -lerding to Brazil from 1953 to 1965.

With the creation of IDB and'the launching of USAID
in 1961, and the more collaborative approach taken by the World
Bank after 1964, the sixties saw a progressive and substantial
increase in multilateral and government lending both in the shape
bf balance of payment loans made dufing the external adjustment
crisis of the first half of the decade and, later, in the form bf
project loans. From the late sixties until the recent debt crisis

official lending proceeded in a significant scale, although the
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iﬁporténce of its contribution to Brazilian economic growth.through
-the supply of long-term capital diminished markedly during these

years relatively to that-of foreign private sources, especially

commercial banks.

In Section 3, where World Bank and Inter American

Development Bank lending to Brazil was analysed,'it was

~shown that for most periods it wae the actual availabilitv of
multilateral ana government'agencies resources which defined the
level of Brazil's indebtedness with these agencies. As a rule
these loans eﬁtailed sizeable "grant elements" related to the

“interest rate differentials in relation to private financial market

alternative sources.

However, in the heyday 6f-the growth cum debt model
for such countries as Brazil such differentials were not always
favourable to multilateral and government agencies loans. Morcover,
the fall ih the rate of growth of real resources available to these
agencies - a resglt of an increasinglreluctance by the US govern-
ment to bear the major part of the funa provisioh - promptéd the
merace of the adoption of "graduation" policies which would
effectively close World Bank windows for Brazil. Oﬁly the emergency
ligquidity situation after 1982 was able to shelve such plans at
least temporarily. There are signs on the other hand that the World
Bank will be increasingly willing to assume in the 1980s a roie in line
with the IMF in supervising at a lower level of disaggregation the
application of orthodox adjustment programs such as those now

being implemented in many debtor countries.

Changes in World Bank policy concerning the sectoral

emphasis of its financing efforts were important both directly by

their impact on the distribution of Bank loans and indirectiy by
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their'influence on the priorities of other agencies such as the IDB.
Loans first concehtfated'in infrastructural (encrgy ana transport)
as well as industrial projects then - with the Bank change of
embhasis in the efficiency-equity balance - on "social" (sewerage,
wéter supply, urban development) and agricultural projects.
Domest;cvpo;}cigg‘emphasizing import substitution had a releyant -

‘vimpadffih'thé'ﬁi§%fibution'of‘sectorai‘shares;;hrBraeidian“loan&-
‘as compared with total loans. The net availability of foreign

exchange tended to increase over time as the import element of

- financed projects tended to be reduced.

From the analysié of the Brazilian experience with
foreign official financial aséistance duriné the'past fifty years
presented in this study stems the conclusién_that except for
periods of 'severe balance of payments constraint such as the
thirties, WOrld‘War IXI and the first half of sixties, when official

lending was extremely important for economic stability and growth,

ey - ]

" the contribution of government and multilateral lending to Brazil's
economic development should not be overestimated. The World Bani:
lost a great opportunity to further Brazilian economic growth in
thg early fifties by withdrawing its support to the country's
development plans just when official assistance was most needed

. because of the lack of alternative sources of finance. From then on,

. and especially from the mid-sixties, the existence of ample and
competitive supply of foreign capital from alternative private
sources made government and multilateral lending relatively less

important as a source of external finance but for-the years of

recurrent external adjustment crisis in the early sixties.

Since 1982, howecver, as in previous situations of

severe external disequilibrium, government and multilateral lending




have piayéd a fundamental part in Brazil's external adjustmént.
.Moreover, with.theﬁend of voluntary back lending and the need to
effect large interest transfers abfoad, the relative importance
of official long-term capital to Brazil is bound £o remain large
in the foreseeable future and the role of official agencies will
certainly be crucial in helping the country to restore high rates

of output growth and maintain external equilibrium.

The imporfance of multilateral and government ageﬁcies'
lending to Brazil's external aajustmént over time, as well as Fhe
trade-off between official lending, domestic output growth and the
- growth of private bank lending in the process of adjustment can be
illustrated by a simulation exercise. This can be done with the help
of a simple model capable of generating Brazil's financial
requiremeﬁts under alternative sCenarios, defined as a time pattern
for a set of basic exogenous variébles relating to the behaviour
of the world edonqmy, and Brazilian trade elasticitiesl For a
given-scenario the model can forecast fhe amount of new méney (net
financial requiréments) and of new money plus eventually necessary
amortization reschedulings (gross financial recuirements) neczed
from multilateral and government agencies, and the evolutioﬁ ol
total debt to them, for every time patterns of domestic GDP growth

and of growth of private bank debt .

The results of such simulations under the Base
Scenario shown in Table 4.1 are presented in Table 4.2. Simulation I,
which assumes no new lending from commercial banks, highlights the

fact that if private banks refrain from further lending, multilateral

*
For a description of the model see Appendix D.

T b s e vy oy
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and government institutions alone cannot possibly guarantee é
sustained rate of economic growth aboye'S percent akyear in Brazil.
To achieve 6 perpent GDP.growth Qould require official lending
agencies to allow total Brazilian liabilities fo them to grow at

an average 1l percent a year over the coming decade and near 20
percent aryear over the coming three years, a clearly unfeasible,

proposition.

Simulation II, also shown in Table 4.2, recalls the
crucial contribution of continued official and private lending to
Brazil's sustained recove?y: with commercial bank lending growing
- at -about 3 percent a yeér - a rate compatible with a reduction of
their exposure in Brazil - GDP_growth rates of 6 percent are-madé
feasible if rescheduling of existing debt takes place. In this
situation, practically no new money from official lenders would be
needed from 1986 and partial amortization of principal,could be

reenacted by the end of the eighties.
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ﬁggendix A

Eximbank loans to Brazil, 1939-1953 .

1939 Banco do Brasil

1939 American Brazilian Corporation

1940 _Companhia»Siderﬁrgica Nacional

1942 Companhia Vale do Rio Doce

1945' Companhia Vale do Rio Doce

1945 Central Railways of Brazil

1945 Lloyd Brasileiro

1946 Moore McCormack (Navegagao) S.A.

1947 Sorocabana Railways

1948 Cia. de Tranéportes Municipais de Sao Paulo
1948 Cia. Brasileira de Enérgia Elétrica

1948 Cia. de Energia Elétrica da Bahia_

1948 cCia. Central Brasileira de Forca Elétrica
1948 Cia. Forgca e Luz de Minas Gerais

1948 cCia. Forca e Luz Nordeste do Brasil

1948 Cia. Forca e Luz do Parana

1948 C(Cia. de Energia Elétrica Rio Grandense
1948 cCia. Paulista de Forga e Luz

194% pmpresa lnternacional Ge Transporves Lida.
i950 Cimento Aratl, S.A.

1950 cCia. Paulista de Estradas de Ferro

1950 (Cjia. Siderurgica Nacional

1951 ‘sociedade Brasileira de Mineracao

1951 Cia. Brasileira de Ligantes Hidraulicos

us$10°
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1952 Affiliates of the American & Foreign Power, Co Inc. 41.1

1952 Cia. Paulista de Estradas de Ferro 7.0
1952 Santos-Jundial Railway - | : 8.6
1952 State of Minas Gerais ‘ 5.0
1952 ICOMI S.A. - ' 67.5
1952 Cia. Metalirgica Barbara » 1.9
1952 BNDE (agricultural eguipment) 18.0
1952 Cia. Vale do Rio Doce 1.1
1953 Banco do Brasil , 300.0
;953 Cia. Brasileira de Estireno 2.5
1953 S.A. Industrias Reunidas F. Matarazzo 0.6
1953 S.A. Indlistrias Votorantin o 0.3

Source: United States Senate. 83rd Congress 2nd Session. Study of Latin American
Countries. Interim Report of the Senate Committee on Banking and Currency.
A Study of the Operations in Latin American Countries or The Exposi- woort
Bank and the International Bank ard Their Relation to the Expansion of
International Trade (Pursuant to S.Res. 25, 83rd Congress, lst Sessicn),

Washington, 1954.

Avey, H. History of Operations and Policies of Export-Imoort Bari ¢f
United States, Washington, 1953.
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APPENDIX D

The model lused in the Brazilian debt projections
presented in Section 4 explores the idea that if the guantity
elasticities of Brazilian imports in relation to GDP as well as
the guantity elasticities of Brazilian exports in relation to
OECD output growth are known, the timé paftern of Brazilian
borrowing can be generated for each time pattern of domestic
output growth and a given scenario for the evolution of OECD
growth, international interest rates, Brazilian terms of trade and

net direct investment.

In fact, if for each period t, t=0,1,...,n, one

defines:

X(t) - nominal value of exports in period t.

M(t) - nominal value of imports in period t.

px(t) - export prices growth rate in period t.

pm(t) - import prices growth rate in period t.

g(t) - rate oI growth of OECD output in period t.

y(t) - rate of growth of Brazilian output in period t.

8(t) - guantity elasticity of Brazilian exports relative to OECD

growth in period t.
e(t) - quantity elasticity of Brazilian imports relative to

domestic output in period t.

ib(t) - average nominal interest rate (plus spread and fees) paid
on outstanding net private debt at the end of period t.
im(t) - average nominal interest rate charged on outstanding net

official debt at the end of period t.
IDL(t)- net foreign direct investment in Brazil minus dividends paid

abroad in period t.
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k - net non-factor services as a proportion of total imports.

The balance of payments equilibrium condition in

period t can be represented as:

N =t

(l+c(j)).y(j)+pm(j)) -

L IR=Nnd

X (1+e8(3) .g(3) + p,(3)) - M (1+k)

1 j=1

3

- (ib(t)+1) Db(t—l) - (im(t)-l—l) Dm(t—l) = (Db(t) - Db(t—l))) +
,+ (Dm(t) - Dm(t—l)) + IDL(t).

Thus, given the initial values of private and official
debt, equation (1) allows the iterative calculation of the time
pettern of net financial requirements from official institutions
for alternative scenarios defined as a set of parameters
{8, g, Py+ Ppr € ib, im, Db, IDC}.Gross financial requirements were
calculated by adding rescheduled amortization when needed. The
amortization schedule for new debt contracted from official
creditors in the form of both new money and rescheduled amorticzation
was simulated as if these new loans would have average crace c©f
three years and the amortization schedule applying to total

Brazilian debt to official creditors in December 31, 1982.




