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ABSTRACT 

This papcr summarises available data and inforrnation about lhe Brazilian 
cconomy for lhe pcriod 1830- 1930, in order to identify some Df lhe possible 
causes 01' lhe failure of lhe export-led growth model in setting lhe country in a 
palh 01' sustained developrnent. Although favoured by its size and abundancc of 
natural rcsourccs, and in spite Df ali lhe progress brought about by lhe export- led 
grnwth mudeI. Brazil remained a vcry poor country in 1929/30. The main causes 
01' this poor pcrfonnance are relatcd to built-in characteristics of lhe cxport-Icd 
growlh mudei lhat failcd to induce politicai, institutional, social and economic 
changcs in lhe country. 

I This texl was '<Jiscusscd in lhe Modem Economie History Seminar, co-ordillated by 
I' r\l!<:sS\lr Nio.:holas Crafts aI lhe London School of Economies and Politicai Scit:no.:c, June 15, 
~(l(lO . I w\luld like to thank Nick Crafts and Colin Lewis for inviting me la panu.: iRate in lhe 
~~'llllllar ~<.'fH':S . 1 iun also graterul to Colin Lewis fOf revising a first drafl of lhe paper. Seminar 
partlO.:lpallts' o.:üllUllcnts are gratCrully aeknowledged. The usual cavealS apply, or eoursc. 7u 
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1 :.. INTRODUCTION 

The continental size of lhe 
country and i ts natural resources 
endowment tcndcd to make domestic 
market growth' a natural outcome in 
Brazil after independenee. Population 
expansion and demographie changes 
incrcased the prospccts fo r growth and 
industria lisation hased on domestic 
market dynamics. Thc successful 
agricultural commodities export·led 
growlh model that was adopted resulted 
in moderate rates of GOP and per capita 
income growth unti l lhe 1880s and more 
significant rates of growth thereafter. 
Thcre were largc investments in physical 
infrastructure (railways, 
communications. electric power); 
domestic banking brrew; trading and 
manufacturing activities increased. 

Economic policy making was 
slrongly influcnccd by the clash between 
contemporary politicai economy 
currenls (meta li stas versus papelistas), 
by planter and cxporter interests and, to 
a minor degrec. by industriali sts. 
However, adherence to one or another 
current or interest group was also 
subjcct to practica l considerations (for 
instance, to prov i de for foreign debt 
payments at the minimum domestic 
cost), and by evcnts related to domestic 
politicai upheavals, financial cnses, 
wars, and intcmational cri ses that 
affectcd the country and its export 
markets . Ali in ali. planter and exporter 
inlcrests predominated, although 
manufacturing interest groups also 
succeeded in obtaining protection for 
spccific industries (but not for industrial 
devclopment in general). 

Yet, d(..>spite of lhe progress 
brought about by such agricultural 
commodities export·led growth model 

Brazil remain(..~ a very poor country in 
1929/30. This was the result o r buih·in 
effects of incorne concentration and 
regional incqualities, as wcll as llf 
limited economic, social, politicai and 
institutional changes. 

The purposc . of th is paper is ln 

synthesise the information about th~ 

Brazilian economy availablc for Ih~ 

period, in order to idcntiry some 01' thl.' 
possible causes of the fa ilurc of Ih~ 
export·led growlh model in plac ing Ih~ 
country in a path of s ustain~d 

developrnent. 

2 - THE DOMESTIC MARKET ANO 

INDUSTRIAL GROWTH lN BRAZILlAN 

EXPORT ECONOMY 

The following notes are int~fl(kJ 
only as a summary di scussion bascu \\11 

available data and infonnation, arrangl.'d 
in order to show how a subslanlial 
domestic markct (and espccially :.Jn 

industrial structure) developcd wilhin 
the agricultural·export economy that 
charactcrises Brazilian economy in th~ 
period from lhe 1830s lo lhe 1920s. 

ln order to be brief I will 
succinclly describe the main factors thal 
helped domestic market crcation and 
growth in Brazilian export economy. 
namely: 

Population cxpansion; 

GDP b'fowlh: 

Growth and composition of 
foreign trade~ 

The bui ld ing of infrastructurc: 

The development of banking and 
money, and 

Economic policies. 

Finally, trends in industrial 
investment will be discussed to sum·up 

I'. 01 , fi. í, p. i fi - 25, fr:vr:mimlj/JI/ ;(j 20(jj I 7 



dorncstic markct growth. Data are 
prcsented in the appendix tables. 

Population. 

Population size and growth, as 
wcl l as eountry size and natural 
resourccs, are important detenninants of 
a sizcablc domestic market. It IS 

unnecessary lo emphasise the natural 
advanlages 0 1' Brazil regarding country 
sizt..' and natural resourccs for the 
dt..'\ 'c!opment 01' domestic market 
al.:liv ities. As to population, it was 
cSlimatcd al 5.3 milJion in 1830 and 33 .6 
million in 1930, wilh a long-term annual 
rale uI' growth 01' approx imateJy 1.9%. 
Trans-Atlanlic slave trade and later 
immigration al.:coun ted for a substant ial 
pl1rtinn of this population growth, and 
holh were relaleJ to plantation labour 
!ln'Js. El.:onomieally active populat ion 
was Illostly employcd in ab'liculture: 
63.3° o in 1872 (20% slave labourers) 
and 66.7% in 1920. Most important 
fnlill lhe point of view of domestic 
l1larkel dcvcloprncnt was the transition 
lo rn .. 'c labour and the promotion of 
illlllllgration. Nct immigration amountcd 
ln ~. 2 l11illion in lhe 1872- 1930 period 
ando alkr the tum of the ccntury, 
incn.:asi ngly focused on growing urban 
cl.:ntres. 

GDP growth. 

[I is wcll known tha! official 
cSlilll<llCS 01' Brazilian GOP growth 
hl',g,i n in 1947. For the period 1900- 1947 
thl' cslimatcs by Haddad (1978) have 
ol'cn widcly used;, ahhough they are 
poor Ill r lhe lirsl years 01' the pcriod. For 
1I1L' ninclcenlh ccntury wc can only use. 
prüxiL's as did Goldsmith (1986). 
( \ 1Il1oining indiccs of forcign trade, 
wagcs, I.:enlral govemment expenditures 
and monL'y supply he arrived at an 
a\'cmgc index of real GDP growth. This 
indl'X shows an avcrage ratc of growth 
{l I' Jpproxi matcly 2% per year in the 
pcriod 1850-1900. ln lhe sarne way, 

Angus Maddison's (1991) estimates of 
per capita real income produce an 
implicit annual GDP growth rate of 
2.15% betwcen 1820 and 1890. The 
growth of foreign trade in pounds 
sterl ing, on the other hand, shows an 
annual average rate of growth of 2.9% 
between 1830 and 1900. 

Considering Ihal foreign trade 
data are in current priçes and also thal 
cxports were leading economic growth, 
and taking into acçount the othcr 
estimates, wc could venture lo say thal 
lhe order of magnitude of GDP growth 
in lhe nineteenlh century was betwccn 2 
and 2.5 per ccnt. Since populat ion 
growth was in the ordcr of 1.9% in the 
sarne period, we can figurc oul Ihat GDP 
per eapita was inereasing at a rate of not 
more than 0.6% per ycar. This was not a 
brilJiant perfonnanec. 01' course, bUI it 
was not too bad when compared to othcr 
countries (sec Maddison. 1991). Growth 
perfonnance was subslant iall y improvcd 
in lhe first three dccadcs uf lhe twenlicth 
centu ry. Annual average rates of growth 
for q DP, agri cul tu re and industry 
achieved respecti vely 4.5%, 3.7% and 
5.6% betwecn 1900 and 1929. 

Foreign trade. 

Exports were the engine 01' 
growth, of course. BClwçen 1850 and 
1930 the quantum 01' exports im:reast...'d 
aI ao average rate of 3% per year. The 
strueture of experts shows that only four 
export staples (coffec, sugar, eotton and 
rubber) accounted for bclween 65% and 
89% of total exports in lhe whole pcriod 
from 1830 to 1929. Addi ng cocoa, maté 
tea, tobacco and lealher the sharc 01' lhe 
8 products goes up to 95%. Strul.: tural 
ehanges occurred only among thcsc 8 
products and especial1 y among the first 
four of them. Only temporary and minor 
export divcrsification occurred duririg 
the First World War and in the carly 
1920s (cottonseed oil and mcal 
products). 
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One important point to be noted 
is lhe regional concentration of 
prod uct ion of thesc export staples. This 
conccntration shaped regional markets 
lhat would acl as location factors for 
domestic acti vities, especially 
manufaeturing industries (eoffee in RJ 
and sr; sugai, corton, tobacco and cocoa 
in the NE; mate, meat products and 
leather in the south). 

Infrastructure. 

The building of transportation 
and communication facilities as well as 
of electri c power generating capacity 
was lhe most important outcome of the 
staples export growth mode! for creating 
a domestic market, although nol a 
nalional domestic market. Railway !ines 
increascd from a mere 15 km (less Ihan 
10 miles) in 1854 lO 32,478 km (20.2 
thousand miles) in 1930. The nuinber of 
items posted by mail incrcased from 1.8 
million in 1850 lo 1,909.3 milIion in 
1930. Elcctri c power generating capacity 
incrcascd from just 0.7 MW in 1889 to 
778 .8 MW in 1930. 

Howevcr Impressive, these 
figures descrV(: two orders of 
qualili calions. First, regarding 
efficiency: quantitative increases did nOI 
always match with efficiency 
improvement. ln 1929/30 infrastructure 
services in general were considered 
ineffie ient and relatively expensivc in 
Srazil. Second. regarding regional 
incqualitics: a large portion of lhe 
railway network was huilt in the South­
eastern region (lhe coffee producing and 
export ing region) and about two thirds 
of the clectric power generating capacity 
were built in lhe states of sr and RJ. 
These regionally unequal developments 
are obvious ly related to the 
perfonnances of different export staples 
and contributed lo reinforce industrial 
conccntration in SP and RJ in the wake 
of a technical paradigm change to 
electricity in industrial production in the 

first two decades of the twcntieth 
century. 

Banking and money. 

The number of banks and lhe 
amount of bank operations increascd 
somewhat in pace with cconomic 
growlh. Some indieators are: (1) per 
capi ta money stock (M 1), whidl 
inereased from 58.7 mil-réis in 1872 tn 
102.2 mil-réis in 1930, in 191 3 constan! 
priees, or about I % per year, and (2) lhe 
ratio between lhe amount of currency 
held by lhe publie (C) and money stock 
(M I), which dropped tTom 97% in I X50 
to 38% in 1930. Howevcr. thcrc is widl' 
belief thal constraints imposed by lhe 
govcmment on lhe devclopmclll of lhe 
banking syslcm. especially duri ng lhe 
Empire (1822-1889), aClually rcstriclt .. xI 
growth performance (Viii ela. 1999). 

Economic policy. 

With lhe exccption of snme 
measures to foster specific induslrics in 
the 19 10s and 1920s, eeonomic policy .. 
making never focuscd on domestic 
market activilies beforc lhe 19)Os. 
Foreign trade and govcrnment financial 
needs (to scrvicc lhe foreign dcbl and tn 
cover budget deficils) almost always 
prevailed. SUl thesc po licy objcl.:lives 
were not a matter of consensus. As a 
matlcr of fact, ali over lhe period trllln 
the 1830s/405 to 1929 a rathcr inlric.lk· 
net of interests and confl icling polilil.:al 
economy vicws continuously intlu. ... nccd 
economic policy-making. Politicians and 
policy makers sympathetic tn lhe 
metali stas posi tion (convertibilily. 
monopoly of issue) dashcd with 
proponents of papeli stas ideus 
(fiduciary currency, plurality of issuc) 
on money and bankingl. Planters and 
exporters had to contend with interests 

I See Villela ( 1999) for an excclle nt dlscussion \Ir 
the metalislas versus papeli!.·,us debate in che 
1850- 1870 penod. 
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sc('!';ing protcction for textile, hat, shoe 
and other manufacturing industries. 
Moreover. policy-making was of course 
suhjecl lO evcnts relaled lO internal 
politicai upheavals, domcslic and 
intcmational financial crises, wars, and 
intcmational economic crises lhat 
aftccted lhe country and its export 
markcts. 

An ovcrview of lhe ups and 
downs of cconomic policy in the 1830-
PH9 period is shown in tables 1 and 2 in 
the Appcndix. It can be seen tha! trade 
balances increased substantially as 
coftce and other products consolidated 
their sharc 01' toreign markets, and more 
slrongly in the first three decades of lhe 
tWl'nticth ccntury as a result of coffee 
valorisation schcrnes. Dcspite this 
accumulation of trade balances, foreign 
debt also accumulaled. This was the 
result of to reign loans to finance 
infraslruclure invcstments, central 
gowrnmclll dcficits, and cofTee 
\"alorisatioll. Monetary, banking and 
c-xchange-rale policies, in tum, 
o!'icillatcd according to the prevalence of 
!'iIK'l"ific political-economy thoughts, 
l.!oWrnmCnl scnsitivily to lhe plight of 
~ne llr another interest group, adherence 
or IHll to convcrtibility, the fonnal 
lIlstitution uf eonvertibility funds (Caixa 
de ClHl\-ersào, 1906- 14; Caixa de 
ESlahili;:açào, 1926- 1930), and major 
l'\-ents li!';c the War of Triple Alliance, 
lhe aholilion of slavery, lhe 
pnlc!:'II11ation 01' the Republic, and lhe 
Fir~a WMld War. 

Therc are two points I would like 
to emphasisc. First, lhat although coffcc 
\\·:JS lhe englllc of growth, the 
\ alllrlsalion schcme had deleterious 
ctle..:ts lln dOlllestic markct aetivities, as 
brge :Jlllounts of resources were 
transtCrn:d to colIce plantations, 
..:n:~ting an enonl1OUS exccss capacity 
aml l)\"ersupply in that sector, at lhe 
e-"pense of non-cxport agricultural and 
industriai production, and setting the 
..:aU:-iI.'S (lI" the tragie coffec crisis which 

began in 1929. Second, Ihat protection 
to manufacturing industries was not a 
policy objective but carne as a result of 
fiscal policy objectives (import duties 
were the main source of revenue for 
central governrnent) and of the action of 
sector-specific interest groups. 

Industrial investment. 

Finally, to illustrate lhe growlh 
of domestic market activities I would 
like lo point oul lhe trends ln 

manufacturing industry investments 
before 1930 as an outcome of export-Ied 
growth and of economic policies and 
politicai evcnts (sec Table 3 in the 
Appendix). It can be seen that 
investments increased in pcriods of 
general progress of the export cconomy 
and declined during export crises. 
PoliticaI events like lhe abolition of 
slavery and the fali of lhe Empire had 
strong influence on invcstments. The 
relationships between investments and 
policy variables, on the uther hand, is 
not straightforward. But gcnerally 
speaking, 50ft money and stable or 
appreciating exchange rates favoured 
investments. Protection afforded by 
import duties can only bc ussessed at lhe 
levei of specific industries. The ones 
most active in seeking protection and 
which developed in thlS period were: 
cotton-tcxtile and c1othing. shocs, hat, 
beer, wheat mills, sugar n.: fining, mcat-
packing, vegetl.lb lc \lils rcfining, 
matches, and Iight agricultural 
l.."'quipmenL. Some diversillcatiun o( 

production structure beg<Jn in the 1920s 
with investments in industries likc 
cement, steel, papcr, ruhber products, 
and agricultural <lml industrial 
machinery. 

3 - FINAL COMMENTS 

A1though favoured by its size 
and abundance of natural resources, and 
in spite of ali the progress brought about 
by the export-Ied growth model, Brazil 
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remained a very poor country in 
1929/30. Why? Thcre are several causes, 
of course, but I would like to point out 
four of thern: (I) there was no actual 
politicai change. Thc sarne oligarchies 
that dominated the rolitical arena dunng 
lhe Empire remaincu in power dunng 
lhe Old Republic. through lhe 50 called 
"café-com-Ieite" politicai pacl; (2) little 
institutional change was achieved: 
democracy did no! advance. ln 1930 slill 
Icss lhan 5% of lhe population could 
vote, and iIIiteracy rates were in lhe 
arder of 80/90 pcrccnt, higher among 
elder pcoplc and femules; (3) the export­
led growth mode! hatl built-in efTects of 
incorne and property concentration and 
of regional inequalitics, and iI diverted 
real resources from domeslic to export 

seclors, especially to coffec planlalions. 
The social. and regional implicalion5 01' 
these characteristics are felt even toduy. 
Finally (4) there was little slructural 
change in the economy: agriculturc 51i ll 
was responsible for nearly two thirds of 
total cmployment and aboul thrcc 
fourths of GDP; agricultura I 
commodities and slightly proccsscd 
products sti11 accounied for most of 
export revcnues (lhe share of cofli:c 
alone reached 72.5% of total exports in 
1924-1929), and lhe diversitication \lf 

industrial slructure was very limitcd: lhe 
growth of industrial production up to 
1929 was stiJI characteriscd as mainly 
induced by income growth relatcd to lhe 
export economy. 
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ApPENDlX 

Table 1. Brazil, Trade Balance, Foreign Debt and Central Government 
Finances in Selected Periods, 1830-1929 

TRAOE BALANCE FOREIGN DEBT EFFECTIVE 

(E 1000) (E 1000) EXPENolTUREI 
PERIOOS Revenue ratio (%) 

PER YEAR VARIAT10N lN PERIOD 

AVERAGES 

1830-1849/50 - 686.3 855 113.7 

1850/51-1857/58 - 1,385.3 - 842 99 .4 

1858/59-1863/64 336.5 5,475 109.4 

1864/65-1873/74 2,780.4 4,233 145.4 

1874/75-1879/80 3,385.2 2,101 135.0 

1880/81-1889 2,600.1 13,950 11 2.1 

1890-1895 3,499.7 8,713 11 7.1 

1896-1902 7,424.0 19,952 123.4 

1903-1913 13,495.6 84,464 110.2 

1914-1918 15,631.6 9,445 154.8 

1919-1922 14,146.0 31 ,699 140.0 

1923-1926 19,541 .5 25,077 107.0 

1927-1929 7,996.7 41,832 93.9 

Source: Elaborated from data in IBG E (1990). 
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Table 2. Srazil, Yearly Average Changes in the Real Stock 01 Money (M2) and 
in the Implicit Rate 01 Exchange', 1830-1929 (%) 

PERIODS EXCHANGE RATE .. 
MONEY STOCK 

1830-1849 .. . - 0.6 
1850-1857 5.3 1.1 
1858-1863 0.1 - 0.4 
1864-1873 4.0 0.8 
1874-1879 0.9 2.6 
1880-t 889 1.5 - 2.1 (2.0 till 1887) 
1890-1895 7.7 17.8 
1896-1902 - 4.5 - 2.6 
1903-1913 4.9 - 2.7 
1914-1918 7.4 4.5 
1919-1922 9.7 19.4 
1923-1926 - 5.3 - 2.8 -
1927-1929 10.4 6.3 

Source : Elaborated Iram tables in ISGE (1990) . The money 
stock was deflated by domestic price indices Iram Lobo 
(1978: 748-50) and Malan et aI. (1977: 382-3), the 
latler lor 1902-29. 

• Oh/ail/cd by dividing lhe total amounl of foreign trade (exporls + 
impor!s) i1l mi/-réis by lhe same amoun/ in paunds sterling. 

** Exprcssed in mil-réis per pound sterling. Positive changes Incan 
dcvalualions ofthe mil-réis. 

I 
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Table 3. Brazil, Relationships between Industriallnvestment and Export 
Earnings, Import Prices, Exchange Rate and Money Stock, 1869-1929 

Annual Average Rates of Change in Selected Periods (%) 

INUUSTRJAl EXPORT REAlPRICE EXCHANGE MONEY 
PERIOOS of imports' Rate· stockS 

INVESTMENT' EARNINGS
2 

1869-1873 13.0 5.7 2.5 -7.8 8.9 

1874-1879 -4.4 0.4 - 3.2 3.4 - 0.7 

1880-1895 11.2 5.2 - 2.0 4.9 4.3 

1896-1901 - 7.9 0.2 1.0 -1 .3 - 6.7 

1902-1913 17.5 5.2 2.7 -2.9 5.2 

1914-1918 - 13.1 -15.6 16.8 4.4 4.0 

1919-1929 18.9 10.6 - 7.7 7.4 5.8 

SOURe<: SUZIGAN, W. (1984). PRIMARY DATA FROM IBGE (1990) Ai\D ABRn' 

(1990). 

1. Eslimated by adding exports of industrial machinery and equipment 
fram Great Brilain, Uniled States, France and Germany to Brazi!. 

2. Rates of growth calculaled with one-year time lag. 

3. Defined as the implicit ad valorem average tariff on imports 
corrected by changes in relative prices (import prices over domestic 
prices). 

4. Expressed in mil-réis per pound sterling. Thus, a negative variation 
corresponds to an appreciation of the exchange rate. 

5. M2 definition, i.e. including time deposits. Rates of growth 
calculated with one-year time lag. 
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