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ASSTIIACT

This thesis explores the utiLity of Marxist conceptions of the state
in examining the relaiionship between the state and develoPment in Bra.zil.
The development of the state form in Brazil is anal-ysed as a factor of depen-

dent developnent, State-class relations, with resPect to the ruling class
and the subordj.nate c1-asses, are exmined to dete:mine the logic of state
intenrention in Brazilts capitalist development. State intervention is seen

both in its po1-itical context eg. as a coercive apparatus to contain class
antagonisms, and in its economic context eg. as the means b1'which capital
accuiulation is facilitated. Finally the thesis takes inLo account the crisis
of Ehe state which is the result of the contradictions of dependent develop-
ment. Through the study of the material conditions of Brazil's development

and the role of the statl in that process, it becomes evident that Marxist
theory has much m()re to offer than traditional deveLopment theories assume.

111-



ACKNOI/iLEDGEIIENTS

I would Like to express my gratitude to many friends and colleagues
who have played an important part in rnaking possibLe the writing of this
thesis. iir"t, I strould like to thank thosd on my cornnittee including ny

supervisor Dr. Michael Stein, Dr. Marshall Goldstein and Dr. Harvey Levenstein
for their continued support and guidance in face of a seemingly endless series
of delays. They have truly given new meaning to the rrord patience.

This thesis would never have seen the light of day were it not for
the encouragement and support reieived from both my farnily and friends'
I an especlaffy indebted to my felLow students who were instrumental in help-
ing me LvaLuate and clarify nty oVn political views, usually over a few beers'
Rllhough the l-ist is by no means comprehensive, I should like to exPr€ss my

sincerest thanks to Steve Dankowich, Ed Reece, Tad Kanrecki, Tony Vaccaro,

Gilbert Khadiagala, Teresa Rokas and Rob Wright. Their input has been invalu-
able. Special thanks also go to Dr. Jorge Nef from the University of
Guel-ph wio fired my interest in Latin America, an interest which has only
been enhanced by my research.

Finally, I woul-d l-ike to thank Deb for never losing faith no matter how

disorganized T. appeared to be.

l-v



TABLE OF CONTENTS

INTRODUCTION

CHAPTER ONE - THE ROLE OF TI{E STATE IN DEPENDENT

CAPITALIST PRODUCTION: A CRITICAL AI{ALYSIS

Introduction: The "UnderdevelopmenL" of Marxist
State TheorY

Merchant Capital in the Peripheral Economy

The Role of che Dependent State

CI{APTER TWO - STATE INTERVENTION AI'ID ''CT,ASSICAL
DEPENDENCE'|: TIIE OLD REPUBLIC

Economic Development During the Nineteenth Century
Ruling Class Composition During the Old Republic
State Intervention During the Old Republic
The Collapse of the Old RePublic
Sunrnary and Conclusion

CHAPTER THPSE - BEYOND THE AGRICULTIIRAT ECONOMY: ESTADO NOVO

A}.ID INDUSTRIALIZATION 1930-1964

The Transitional Period Between the Old Rept:blic
and the EsEado Novo

Esta<lo Novo: Blueprict for Dependent Development
The New Compromise and Economic Growth in the Early

Postwar Period
Contradiction and Crisis in Dependent DeveloPment
Surmrary and Conclusion

CHAPTER FOUR . MILITARY DICTATORSHIP A}iID TITE PERMANENT

CRISIS OI' BRAZILIA}I DEVELOPMENT

The Logic of Permanent Intervention
The Collapse of Labour: The Relurn to Estado Novo

tsrazLTt s Economic Miracle
MarginalizatLon of the Local Bourgeoisie and the

Consolidation of the Military-Technico Bloc
Re-emergent Opposition and the Imposition of the

Institutional Act Number Five

L-Z

3-25

3

8
13

26-55

26
32
40
47
53

56-93

56

63
73

79
90

94-L3Z

94
96
99

L07

111



Agriculture and the Military State
Medicirs Economic PolicY: The Road

Opposition in the 1970s
Conclus ion

CONCLUSION

REFERENCES

BIBLIOGRAFHY

to Recession
115
1r_ I
L24
L29

133-137

138-151

L52-L57

I



INTRODUCTION

The role of the capitalist state can be determined only through

the analysis of its relationship with the social and economic conditions

underlying its development. Given such a premise it is the objective of

this thesis to examine the development of the state and its relationship

with the growth of capitalist production in a dependent capitalist social

fo:mation. This objective will be pursued through an analysis of the

Brazilian state frcrm 1889 to the Present, and of the role of the state in

Brazil's capitalist development during that period. The study will include

the extent and linnit of direct state intervention in the process of economic

production, as well as thq role of the state in creating Ehe social condi-

tions for capital accumulation.

There are four chapters which comprise the body of the thesis ' Irr

the first, a theoretical analysis of the relationship between the state and

dependent capitalist development is constructed through the employment of

l,Iarxist conceptions of the capitalist state and of the process of develop-

ment itself. The utility of such an approach wiLl be illustrated through

its direct application to existing material conditions in Brazil frcnr the

end of the nineteenth century to the 1980s. Chapters two through four will

link the theoreticaL concepts developed in chapter one to the empirical

study of a dependent capitalist social formation, illustrated in this

thesis by the case of Brazil. The'empirical' chapters have been organized

1ogically, corresponding to successive phases of state intervention into

the process of development in BtaziL. They incLude an analysis of the

social matrix of dependent procittcti.on in each phase of development, as
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well as a specific examination of the mode of state intervention, both in

the sphere of economic production, and in the regulation of recurring

political crises which it will be shown are endemic to dependent develop-

ment.

While the focus of the thesis is on the role of the state in depen-

dent capitalist development, it must be remembered that such a process

is merely a specific form of capitalist development, subject to the same

general laws which Marx viewed as determining capitalist development in

all social fo:mations. It is from these general laws that Marx's conception

of the st.ate is derived, and it is from an analysis of specific material

conditions that such a conception can be given concrete expression.



CHAPTER ONE

THE ROLE OF THE STATE IN DEPENDENT CA?ITAI.IST PRODUCTIOII:

A CRITICAL A}{ALYSIS

lntroductio": lbS "Ut d"td"v.lopt.t

Marxist theory of the state has been characterized by several

authors as being underdeveloped. Lucio Colletti makes this point in

stating that, "we must tea:rLze that Marx's own discourse on the State

never developed very far."1 Consequently there is a "weakness and sparse

developme,nt of politieal theory in Marxism."2 Concurring with this vi'ew

Norberto Bobbio suggests that, lacking such a fully developed theory'

Marx,s political writings be regarded as constituting "a necessary stage

in the history of the modern state."3

The problem- of historical specificity is seen as a shortcoming of

Iularxist state theory since Marx. Colletti raises this issue with regard

to Lenin whose writings, despite their importance,

, . . are always tied so closely to particular historical
events, that we can never extrapolate them to a level
of generalization wh<:re they are simply transferable to
an historical environment profouncly different from
that in which Lenin thought and acted.4

This for Colletti is further evidence of the weakness of political theory

in l"larx. Colletti's position, however, understates the importacce of

specific material conCitions in the development of Marxist state theory.

Thus one author, in reference to Lenin and Gramsci, writes,
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As Italy and Russia rrere not at all aLike with reference
to the sociological effects of the state, it is no accident
that Lenin wrote state and Revolution whi.1e Gramsci wrote
The Modern princeF

Reading Lenin, Gramsci and the like may, as Any Bridges notes, enhanc.es our

understanding of the nature of the state in capitalist society.

It is a self-defeating task, however, tc try to <listi11
frcm th.eir colLected works a 'theory' of the capitalist
state which will adequarely explain rhe social reality
of the late twentieth century, or address itself to our
political. tasks.6

The leck of an all-encompassing theory of the state is the:refore not

indicative of a weak or underdeveloped political theory in Marxism, as

Colletti maintains. Rather, it is the fact th;rt Lenin, to use his example,

ties his analysis of the state to his own historical environment which

distinguishes the Marxist approach from the idealist which makes, "the

state into a transcendental reality which would exist by and for itself.
what is denied, or at least taken for granted, in the latter approach is

inextricable link between the political and the economic. For Marx the

state can only be understood in terms of this fundamental relation. Thi

is suggested in his preface to "A Contribution to the Critique of politi

Economyrt.

In the social production of their life, men enter into
definite relationships that are indispensible and indepen-
dent of their wi11, relations of production which correspcnd
to a definite stage of development of their material
productive forces. The sum total of these relations of
production constitute the economi.c structure of society,
the real foundationr on which rises a legal and
political superstructure and tg which 

"oit""porrd definite
forms of social consciousrr.r" .8

,r7

'1
I

"\--,7
""1

t

Accordi,ng to Marx this was the 'guiding thread' upon which rested his
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uncerstanding of ttlegal relations as welt as forms of state."9

rrr he elaborates on thi-s point, explaining that the state can

In Capiraf

only be

understood through an e:maination of the sccial relations within a given

mode of production.

rt is always the direct relationship of the o\{ners of the
conditions of production to the direct producers--a rela-tion always naturally corresponding to a aetinite stagein the development of the methods of labour and therebyits social productivity--which reveals the innermosE
secret, the hidden basis of the entire social structure,
and with it, the political fonn of the relation of
sovereignty and dependence, in short, the correspondingspecific form of the state. This does not prevent the
same economic basis--the same from the stanipoint of its
main conditions--due to inn'merable different empirical
circumstances, natural environment, racial relati.,ons,
external historical influences, etc., from showinginfinite variations and gradations, which can be ascer-
Eained orrrlf bf analysis of the empirically given circum-
stances. t"

maC.e in Marx's analysis. That the state appears in many

gradationsr depending on empirical circumstances, indicates

s criticism of Lenin is at least overstated. In fact, Lenin

More importantly,cotrld not have written State and Revolution any other way

Marx is arguing that

the existing social

relation thert one is
Itheory such as rrthe development of the state forr" and "the structural 
I
I

limitations and possibilities of state acrion."l1 This suggesrs a reratiJn-
I

ship of dependence between the state and the social structure or as one i
l

author puts it , -r

Two points are

variations and

that Collettil

the state is a political fo:m which correspo"a"-tr 
-l

I

structure. It is only through the analysis of thi.s j

Iable to address critical issues of Marxist state I
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rnsofar as the legal and political superstructure isthus dependent for its existence on the divisions of
ownership.tr anir"conomic system, it is derivative and thelatter primary. r

The concept of the derivative state should not be misconstrued as

rePresenting a mechanistic or reductionist analysis presenting "the political
as a mere reflection of the 

""ooori"t'. 
13 As Holloway and pieciotto sug-

gests, it was just such a misconception of the rel.ation which gave rise
to the whole debate, chiefly between Nicos Poulantzas and Ralph Miliband,
over the: notion of the reladive autonomy of the state. yet Engels has

already illustrated that there is no contradiction between the state as cor-
responding to the social structure and the state as h:iving certain indepen-

dent fr:nctions. He wrote,

society gives rise to certain co'rmon functions which it-cannot dispense with. The person appointed for this pur-pose form a ne\r branch of the division of labour witn].r,society. This gives Ehem particular interests, distincr,too' from the interests of those who empowered them; they
make themselves independent of the latter and--th" 

"a"auis in being. ...the new independent. power while havingin the main Eo follow the morrement of productiorr, r"r"i."in turn by virtue of its inherent rer.aiive independerr""--that is, the rerative independence once transferred to itand gradually further,developed--upon the conditions andcourse of production. 14

The autonomy which the state enjoys is thus 'derivedr from the existing
social structure, or as Engeis terzrs it, rrthe ccnditions and course of
production". This fundamental relation, which Marx refers to as his ,guiding

threadt, resurfaces in Lenints state and Revolution where it is stated in
more graphic terms.

The state is a product and manifestation of the irreconcil-ability o-f class antagonisms. The state arises where, whenand insofar as class antagonisms objectively cannot ;;reconciled. And conversely, the existence of tbg state provesthat the class antagonisms are irreconcilable.15
The particul'ar forrn of the state will vary depending on the developme"a 

-"i
I
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the class strrrggle within a given social structure. Lenin,s t"..ti.-.j
Jbased on the experience of. czarist Russia, was a classic analysis of the

state as a coercive apparatus. A study of the modern bourgeois state ,["t 1
naturally take into account the deveLopment of capitalism since Lenin, and i

Ithe growing complexity of the state's role in that developmenr. Thus rhe 
i

state muEt be examined not merely as an instrument of coercion, but as the 
\

means by which capitalist production is organized. The state also coorainateJ
I

the activities of particular class fractions within th.e bciurgeoisie in order I

to defend their conmon interest as a ruiling erass * l'

The state...is...the expression of a "social contract'
among ruling-class members to be governed by a coumonrepresentative of their interests as a whole in orderto protect ttre-rnselves from class-destructive interne-cine strife. l6

The task of Marxist state theory is to examine how this ,Leviathan, func-
tions within a particular set of social relations. Thus the remainder of
this chapter will focus on the nature of dependent ca;ritalism and the rcle
of the state in that specific for:ur of capitalist production.

Dependent, or peripheral product.ion, evolved as a logical response
to capitalist expansion which necessitated the integration of formerly
isolated regions into the world market, dominated by the most advanced cap-
italism development in these less developed regions have been conditicned
by the process of integraiicn, giving rise to a form of producticn which
remains capitalist, but whi.ch differs narkedly in its historical develop-
ment from that of advanced capitalism. An irnportant distinction is the
active role rnrhich the state plays in the accr:muration process, a role
which is explained in detail below. rn addition, deveropment under
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dependent capitalism is conditioned by the interaction between two modes

of production existing within the same social formation. This concept is
referred to as th€r 'tcontradictory unity.LT of production; and stems again

frmr the integration of peripheral sociaL formations into the worrd market.

The key factor in this integrative process was merchant capital which led
to the development of the world market. A brief discussion of merchant

capital is therefore helpful to the analysis of dependent production.

E"h""t C"pit"l i" -tn

Merchanr capital is capital which is
exchange. Geoffrey Kay has identified three

of capital.

accumulated through trade or

general features of this form

It has not direct control over the labc,ur process and isalways dependent upon the class which aoes, even where itdominates this c1ass. secondly, it must always engage inunequal exchange to appropriate part of the surpluJ iroa,r"tof scciety. Thirdly, as capital it is always driven'to
accumulate and in this way acts as a medirr* thro.rgh whichthe 1aw of varue is brought to bear on all parts Jr trueconomy, particularly the sphere of prod.rctiorr. l8

The first two features are closely related. rts lack of direct control
over the labour Process stems frcm the fact that merchant capital accumu-

lates wealth solely through a process of unequal exchange, or as Marx

put itr "To buy cheap in order to sell dear is the rule of tr"de.',l9 Because

merchant capital functions in the spherre of circulation iE can exist under

any rnode of production as long as there are products to be exchanged. For
this reason merchant capital has existed since antiquity, and its character
as Marx notes, does not change.significantly from one epoch to the next.
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Merchant's capital, when it holds a position of dominarce,
stands everywhe:re for a system of robbery, sc thert its
development among the trading nations of old and modern
times is always di-rectly connected with plundering, piracy,
kidnapping slaves, and colonial conques t'. . . .20

With respect to the modern era, merchant capital became dominant in the six-

teenth century, "when it created the framework of the, worl-d market and

laid the foundations of underdevelopment as well as devel,opment."21

Merchant cepital creates the framework for development in the centre

of the world market through its accumulation of capital "which sooner or

later disrupts the social organization of production itseLf.,t22 yet, as

stated earlier, merchant capital isr itself, capable of effecting the

revolutionary transition to industrial capitalism. In fact, the relation-
ship between cortrnerce and industry is reversed so that industry revolution-

izes commerce. As Marx put it, "Cormrercial supremacy itsqlf is now linked

with the prevalence to a greater or lesser degree of conditions for a

large industry."23 or, conversely,

The less developed the producti.on, the more wealth in moneyis concentrated in the hands of merchan
the specific form of merchants wealt n.rt" 

or appears in

It is the relationship of merchant capital to the production process which

ultiurately seals the fate of the former and makes inevitable its decline.

So long as merchant's capital promotes the exchange of
products between undeveloped societies, coumercial profit
not only appears as 

-outbargaining and cheating, but also
largely originates from them. Z)

Thus while the production of commodities is a precondition for exchange,

exchange remains a process independent of production in the precapitalist
period.
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Industrialization had a profound effect on the character of merchant

capital, stripping away its independence and transforrning it into a mere

'agent' of industrial capital. circulation is no longer the mediator

between producers. Rather circulation is incorporated into the process of
product ion.

The production process rests wholly on circulation, andcirculation is a mere transitional phase of produciiorr,in which the product created as a cornmodity is rearized
and its elements of pro{gction. likewise created as com-modities, are replaced.zo

Kay has noted that this change took several decades to take effect owing

to the resistance of the merchant class. However, measures taken by the

British government to establish free trade as the governing principle of
international exchange dealt the final blow to the comrnercial monopoties.

rt has already been noted that where merchant capital is dominant

wealth is accumulated through plandering, piracy and conquest, illustrated
as Marx suggests by the colonial 

""oroury.27 Ernest Mandel explains that,
From the conquest and pillage of Mexico and peru by thespaniards to the sacking of rndonesia by the portu!rr"".
and Dutch and th<: ferocious exploitation of rndia ty theBritish, tlu hisrory of the sixteenth and eighteenttrcenturies is an unbroken chain of deeds of biigandage which
r^7ere s'o many acts of international concentration ofvalues and capital in Western Europe, the enrichment ofwhich was paid for, in the lateral sense of the word, bythe impoverishment of the'plundered areas.28

rt rsas through these acts of piracy that the world market was created,
ushering in a new global division of labour which greatly enhanced men,s

productive polrers while at thti same time creating a grotesque structure
of exploitation and oppre"rior,.29
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The transformation of merchant capital to an agent of industrial

capitalism in Britain, and later Western Europe, had important consequences

for the periphery of the world market which was to become the underdeveloped

world. First, it precipitated the destruction of the internal economies of

the colonies which were based on smal1 scale agriculture and home industry.

An example of this is the British penetration of India, and the disruption

of iLs local economv.

English commerce exerted a revolutionary influence on
thr:se cmununities and tore them apart only in so far as
the low prices of its goods served to destroy the spinning
and weaving indusEries, which were an ancient integrating
element qf; this unity of industrial and agricultural pro-
duction. JU

The destruction of local industry within the colonies thus eliminated local

competition with imported goods from the industrial centre, and at the same

time freed up local labour power which could be put to use in the mines and

plantations opefated by European trading companies. The underdeveloped

world was the final preserve of merchant capital, where, ae Kay explains,

it could exist in its two historical forms si.multaneously. "It remained the

only form of capital present: but within tbe world economy as a whole it

became an aspect of industrial "rpit"1."31
Merchant capital thus plays a key role, as Ehe agent of industrial

capitaL, in blocking the productive forces of the peripheral economies and

Perpetuating the underdevelopment of the:se areas. With the creation of a

world market and the ascendency of capitalist production as the dominant

mode of production, an international division of labour is created which

renders inevicabl-e a ttpolarized devel-opment of the worldts productive forces"
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which entails ttthe expended reproduction of economic inequalities."32 It

is this polarized development of the productive forces which finds its

expression in a rgrotesque structure of exploitation and oppressiont.

Charles Bettelheim indentifies two tendencies in the expanded reproduction

of capitalism, one predominating at one pole of the, capitalist world economy,

the other at the opposite pole.

First he identifies "inside sociaL formations in which the caFital-

ist mode of production is predominan-t."33 This social fornation is character-

istic of the developed countries at the centre of the world economy where

the expansion of capitalist relations tends to dissotve other modes of

production. WhaL remains of noncapitalist formations is restructured and

subordinated to the dominant mode of production. This secondary tendency

within the predominant one is referred to as "conservation-dissolution".

Bettelheim gives the example of agriculture as part of the conservation-

dissclution process wbere capitalist social relations restructures farming

in the developed countries turning it into a branch of industry. The second

tendency is an inside social formation,

. . . in which the capitalist mode of production is not
directly predominant" thaE is, in social formations that
are capitalist social formations because they are sub-
ordinated to the capitalist mode of production through
the world market (bui in which other modes of produc-
tion predominate), che main tendency is not to dissolu-
tion of the non-capitalist modes of production but to
their cons.ervation-dis eo lut ion. 34

This sccial formation, which is characteristic of peripheral capitalist
economies, is attributed to several factors resultine from the external

domination of capitalism including:
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..."blockingt' of the development of the productive
forcesr constraint to a disadvantagous international
specialization, rrexternal" presence of centers of
capital accumuLation (toward which converges the capital
theit might have 'rrevolutionizedtt the material and social
conditions of producti.on). ...35

It can be said, then, that the structure of dependent production retations

is the product of the meeting of capitalisrn with socially backrsard

societies, "in which elements of the original society interlock with e1e-

ments of the dominant society and tassume very concreEe internal forms of
2,A

expressiorlt.ttJv The symbiotic relationship between capitalist and pre-

capitalist production relations comprise tthe contradictory unityr of

peripheral development which is an expression of the heterogeneous structure

of the peripheral economy.

on the one hand, the non-capitalist production relations
are a structural condition for the spread of capitalist
production relations, but at the same time they represent
an obstacle to this spread (e.g. the lack of an inner market).
on the other hand, through the spread of capitalist pro-
duction relations the non-capitarist are thLmselves pro-
duced and reoroduced and, thereby, the spread. is again
blocked. 37

Thus we return to Ziemann and LanzendUrferts position that thr: distinctive
characteristics of peripheral reproduction are its dependence on the world

market and its- structural heterogeneity whj.ch contribute to the structural
dis,tortion of its economic development, referred to as underdevelopment.

What remains to be examined is the role of, the state in this distinctive
process of economic develoDment.

The Role of the Dependent State

Whe:rever the development of modern industry has

state has played a major role. In the initial stages of

taken p1ace, the "f

in,lustrialization 
J

I

-l
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that role involved the facilitation of a process of primitive accumula-

tion of wealth which made available to financiers and aspiring industrial-

ists the investment capital necessary to develop the means of production.

A precondition for this process is the gradual dissolution of non-capitalist

social formations. This breaking down of the o1d mode of production

constituted one of several 'roments' of prinitive accumulation which laid
the basis for capitalist development. rt was in England that these

'momentst, which included colonialism, the national debt, the modern tax

system and protectionism, cane together systematica.lly at the end of the

seventeenth century.

These methods depend in part on the brute force, for
instance the'co1onia1 system. But they all employed the
power of the state, the concentrated and organized forceof society, to hasten, as in a hothouse, the process of
transformation of the feudal mode of production into the' capitalist moc.e, and ro shorren the rransiii"i.S8 --

Marx emphasizes the importance of the role of the state in each of these

moments.

with respect to the colonies he suggests it is the monopoly of
the market by the mother country which guarantees the vast accumulation

of wealth for British manufacturing. The assumption of a national debt

is also considered a powerful '1eve1t of primitive accumulation because,

.. . it endows unproductive money with the power of creation
and thus turns it into ce.pital, without forcing it to
expose itself to the troubles and risks insepaiable fromits empLoynent in industry or even in ,r"rrry.39

By transferring money, borrowed from the rising class of financiers, ;;l
i

pubLic bonds the state makes capital available to the nascent bourgeoisie \
i

ion easy terms which is invested into the production process. part of the 
\

cost of these loans is recovered through the increase of the tax base rtrich\
.J

\
:

,
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is a consequence of industrial expansion.

burden of increased taxes.

The workers of course bear
".'\

che i
j

The modern fiscal system, whose pivot is formed by taxes on
the most necessary means of subsistence (and therefore by'
increases in their price), thus contains within itself the
gem of automatic progres'sion. Overtaxation is-not an
accidental- occurrence, but rather a piincipl".40

0n the one hand taxation is used to recover some of the costs of state

0n the other, it is used to extend further credit to the bourgeoisie.

For the workers it became necessary to earn a living to pay the taxes

requi.red hy the state. Thus taxation aided in the creation of a labour

force.

Ihe expansion of manufacture" and later indusEry, required more 
\
\

than an initial outlay of capital. It required a constant supply of cheap\

labour. With the breakdown of feudal relations in the, countrvside and

the expulsion of forner peasants from the land (their means of subsistencej,
Ithere was a large scale migration to the: cities, already swelled by human_ I

i

remnants of the old craft industry. As Mandel illustrates the state r^ras I

ins.trumental in compelling displaced peasants and craftsmen, along with 
i

wornen' children and the handicapped to meet the needs of the ascendent 
i

industrial c1."s.41

The preponderant role played by the state in the process of primi-

tive accurnulation in Western Europe rluring the seventeenth, eighteenth,

eighteenth and nineteenth centuries is referred to by Mandel as a 'statist'

phase in capitalist development. What is significant for this study is

tb-at the statism of Western Eruope, in Mandelts view, has its counterpart

in the underdeveloped world. He notes th;it statism is 'revived' in the

underdeveloped countries albeit in an entirely different context. The

loansl
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statist phase of economic deveLopment in the periphery can be identified

with what Kay refers to as "a new phase in the history of underdevelopment:

the incepti.on of a capitalist mode of production proper in the underdeveloped

rorl-d. t'42

But capitaL could not wipe out its own history and begin as
though nothing had happened previously: it r.ras forced to
operate in the conditions of underdeveLop,rrent which it had
itself created: conditions that were quite different frcm
those that preveiLed in the developed countries in the
eighteenth and nineteenth centuri.".4g

The difference in these new conditions has already been outtined: the per-

sistence of pre-capitalist relations, of merchant capital in its 'quasi-

independent' form and the dependence of peripheral production relations

on thti world market through their reliance on the export of primary com-

moditi es.

It is these conditions that give rise tc a new state fom; tir" 
{

dependent capitalist state. To the extent that the dependenE capitalist,

state is, first and foremost a capitalist state, it r^rill serve Ehe same 
I

general function as the sEate of the developed countries, that is the rej

production of the capital-isE mode of production. However, because the

limitations placed on the dependent state differ from those piaced on thej

state in advanced capitalist society, the means by which it pursues its i'

genera1objectivew:1-1,ofnecessity,differaswe11

The dependence of peripheral production on the world market, led by

trrrestern Europe and later the U.S.A., had a profound effect on the class

structure of the underdeveloped count.ries. James Petras explains that,
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The process of capital accumulalion t'from the outside"
led to the growth of internal classes which grew in pro-
portion to their cagacity to extend and develop their
external linkages.a+

Because the interests of the imperialist centre were best served through \

i

the development of the primary export sector, the cLass with th.e strongest \

i

external linkages hras the noncapitalist land-owning class. As a result thel

national bourgeoi.sie r^ras weak and thus incapable of effecting, on its own, 
I
I

the transition to industrial capitaLisn, In facE, Ilamza Alavi posits a"l-l

notion that in most of the underdeveloped world any bourgeois revolution

is imposed from without through colonial .rr1..45 Accordingly the entire

stage structure is erected under the supervision of the 'metropolitan bour-

geoisier which seeks to create a superstructure capable of dominating all

indigenous socigl cl,asses. This state structure is referred to as the

tover-developed state apparaiust, over-developed in comparison with the

leve1 of development of the productive forees. Alavi accurately perceives

Lhe: indigenous bourgeoisie as being too weak to exert any significant

influence on the !bureaucratic-military state apparatus'.

A weak bourgeoisie, although unable to exercise Power over t;; I

state, tends to strengthen itself thrcugh state mechanisms and state policies.

-I"landel suggests that, as a general rule, j

...when the bourgeoisie is weak it always seeks salvation
in protection by the state, that is, in the hope that, through
the agency of the: public authorities it may succeed in bene-
fiting from a redistribuEion of the: national income which
will reduce its risks and increase its profits.46

In many underdeveloped cournties th<: indigenous .bc'urgeoisie, until the

twentieth century, was not merely weak, it was virtually nonexistent. Thus

the dependent state must do more than strengthen the position of the
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bourgeois ie .

In fact, the birth of an industrial bourgeoisie in the
underdeveloped countries is the comb:'-ned result of
state contracts, state encouragement in the forn of
guarantees, and plundering of the state treasury (p1t7-,
ticularLy by corrupt civiL servants and politicians).*'

Whereas the s,tate in Western Europe, during the early stages of its capitalist

development, was concerned primarily with the development of a working

class, the dependent state faced the task of facilitating the develoP;;;.-]
I

of both a working class and an industrial bourgeoisie. This factor con- 
|
I

tributed to the delayed development of capitalism in the periphery. " I

The reproduction of a capitalist class structure is crucial to the

linking of the world market wi.th the national economy which Ziemann and

Lanzenddrfer view as a function of the peripheral state as an economic

production unit.

In the context of internal class structt,re and external
dependence, the state in underdeveloped capitalist
societies is primarily an agent of tre.nsmitting the global
dynamics of the international division of labour to the
national leve1 and of reproducing the internal class
and political power structure according to these dyoarrics.43

Thus the dynamics of the international division of labour, which facilitates

the fu11 developurent of capitalist relations within the advanced capitalist

countries, s.erve to block suct. a deveJ.opment in dependent formations in

rolhich a precapitalist class plays a dominant role owing to its extensive

links with the world market. The state must make a Pact with the landowners,

reinforcing the structural heterogeneity of the economy through price

support systems for primary expoTts and a varying degree of agricultural

reform to prevent rapid social upheaval. In fact, this pact is made to

forestall the disintegration of precapitalist forms which result from
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the expanded reproduction of capitalist relatior'.s in the underdeveloped

world. At the same time, it is the task of the dependent state, in its

early stages ttto clear the way for the implantation and extension of

capitalist relations of productiorr."49 Thus the contradictory unity of

peripheral production is maintained.

Another important function of the peripheral state as an economic

production institution is that of trsecuring the exis.tence and expansion

of the world market in the national economic rr"..tt50 Crucial to thi.s

objeetive is the development of an infrastructure, including railways,

roadsn canals, coumunication networks, etc., which will facilitate the

accumulation process. As the capital invested in infrastructure involves

a minimal direct return, in Lhe form of surplus value, it is viewed, to

use Marx's tertrl, as tsunk capital'. The bourgeoisie, naturally is
reluctant to invest under those terms.

Then capital shifts the burden on to the shoulders of tbe
state; or, where the state traditionally still takes up
a position superior to capital. it still possesses the
authority and the will to force the society of capitalists
to put a part of their revenue, _r-rot of their capital into
such generally useful works. . . . )r

In the peripheral society, a weak bourgeoisie is unable to provide th; ---.--

massive amounts of capital necessary Lo the development of an infrastructu{e.

Further restrictions, are imposed b1' the unfavourable ter^ms of trade which I

i

the underdeveloped country endures at the hands of merchant capital. As I

a result investment must come from the inperialist centre, usually in fhe

form of loans to the dependent state which must in turn develop an infra-
structure using technology and machinery purchased from the country supply

ing the credit. It is in low profit sectors such as infrastructure that
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the state is first employed as an economic producti.on institution to offs-e{
I

the costs of production by cheapening the elements of constant capitaf (e.Sf
I

machinery and technology). As the dependent economy develops, the state 
I

I

extends ics influence into industrial. inputs such as energy and basic raetalA

i

to suppLy the foreign-dominated manufacturing sector' Thus' --=J

SEate intervention is also functional in this sense insofar
as it tends to take over oPerations involving a high
organic composition of capital* (and low rates of profit)
which are thus withdrawn from the process of equalization
of the rate of profitr -ensuring the mai.ntenance of adequate
average profit i"rr.t".52

This general ruLe applies to the state in all capital-ist societies, but

takes on a special significance for the dependent state which reinforcE 
)

its dependence through this process. Lenin referred to this fo:m of _-,
depen-dent state as a semi-colony "which, officially lis] politically

independent, but in fact, [ir] enmeshed in the net of financial and diplomatic

,r 53
deDenoence.

Not only does the peripheral state funct.ion as an economic t"ptoa,r"- 
i

I

tion institution, but also as a political. reproduction institution. It is 
\

important, however, not to perceive these as separate functions, but as Ewo 
i
I

aspects of the same role played by the state in the reproduction of periphera{
l

capitalism. The poliLical role of the state is made necessary by the facL 
i

[. r r.".
that, I-'-l' j / /

The heterogeneous, I'zorld-market-dependent reproduction
process produces and reproduces a fragmented arrd unstable
class structure and a relative social weakness of the
classest,fractions of classes, and groupings in the
nation. )4

Because it is initially the precapitalist landowning class that generatJl
i

accumulation through its links with the vorld market, it is the politicall{
-J

eahigh1eve1ofinvestmentinmachineryandtechn"rogy.
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hegemonic class in the early stages of dependent development. This hegernonjl

is ca1 led into question as the state appropriates enough of the l-andor^rners'

surplus to create the general conditions for the penetration of foreign

capital. Such a development fosters industrialization in the urban centres

which formerl-y served only as export terminals for agricultural production.

Industrial activity creates the basis for new cl.ass formations which increas-

ingly challenge and undermine the political- hegemony of the precapitalist

landowning class. The continued reliance of the state on thei surplus

generated b1' the: precapitalist sector, however, prevents the total subsump-

tion of the landowners to the new industrial sector. Competition between

these class fractions intensifies and can only be resolved through the mechan-
!

ism of the state, leading Lo a concentration of power in the state appara-J

tus. Alavi makes this point wj.th reference to the oost-colonial state.

At the moment of independence weak indigenous bourgeoisies
find thernselves enmeshed in bureaucratic controls by which
those at the top of the hierarchy of the bureaucratic-
rnilitary apparatus of the state are able to maintain and
even extend their dominant potrer ip society, being freed
frour direct metropolitan control. "

One of Ehe key political roles of the dependent state is that of "guarantee-

ing the cohesion of the social structure, which is continually threatened
q4,

by its own dynamic."-" This can be taken a-e a virtual paraphrase of Lenin

when he refers to the state as a product and manifestation of the: irrecon-

cilability of class antagonisms in State and Revolution. The dynamic ;;[
dependent production pits a weak industrial bouregoisie against a por"rfrj

i

yet declining precapitalist landowning class. The struggle between the'se i

I

two class fractions is dirninished, U,rt ,r$ extinguished, with the develop-f
I

ment of a modern proletariat which threatens the stability of the entire 
J
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peripheral production process. The level of inter- and intra-class antag- 
\
I

onism vary according Lo ther material conditions at a given historical noment. 
\)

The state must also play the role of mediator in disputes between

naticnaL capital, incJ-udi.ng all its competing fractions" and internationrrl

capital with its representat-ive states. This is the: political equivalent

of the state as mediator between the world market anci the national economy.

Ziemann and Lanzenddrfer refer to this role as 'the political mediator of

the economic grip'which again reflects the dependence of peripheral produc-

tion within the world market, and which st'.ggests that the capacity for the:

dependent state to successfully represent its national interest (e.g. the

interests of th€: competing fractions of the dominant class) is more con-

strained than that of its counterpart in the advanced capitalist countries.

The dynamics of peripheral production give rise to a state forn wtric!
I

possesses a degree of relative autonoml, yet as Alavi suggests this relativei

autonomy assumes a distinctive form as a consequence of its links with the I
imperialist centre in the form of military and econoti. aid.57 lhe rela- i

tive autonomy of the dependent state enables it to appropriate a Portion of

the economic surplus of production which is necessary for the promotion of

-i
economic development by the state. Its pre<iominant role in economic develop-i

ment arises frorn the inherent weakness of the indusitrial bourgeoisie as 
:

outlined above. Honever, the very dynauric which reproduces peripheral cap-
I

italism anC, compels the dependent state to engage in the promotion of econ-.,//

I
omic development also draws the state into an ever-intensifying crisis I
which manifests itself ultimately in the form of chronic political

instability, only to be contained through one form or another of

I
I
I

I
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dictatorship. Dependent productionn therefore, gives rise to a state form

fraught with weaknesses which preclude the viability of bourgeois democratic

institutions such as political parties, interest grouPsr independent trade

unions, etc. Petras maintains that this institutional weakness is noE

simpLy a consequence of an runderdeveLoped' society'

The lack of influence of this institutional configuration
is an expression of a more fundamental weakness of the
ruling classes the lack of "legitimacyft of the ideology
or values of the dourinant class' witn.in which parties and

narrow-focus interest groups can grovi.58

The state must represenL the dominant class directly using cooperatio" il4
I

repression to maintain strict social- control over all other social eroullJ

Ilowever, the dependent s.tate is unable to perform this function

consistently, owing to the fetters placed on it by the peripheral produc-

tion process. Factors such as the blocked development of the productive

forces and th.e dependence of peripheral production on the world market

restrict the resources available tc the state. The blocking of the produc-

tive forces effectiveLy liurits productivity dirninishing the returns to thei

government. Siurilarly, the dependence of peripheral production on the

lrorld market "puts parts of the economic base outside the sEate's influence

and Lets s-ubstantial share of the financial and material resources flow
qo

away..."" This not only restricts the state in temrs of its social

control function, but also hampers the role of the state as an economj.c

production institution. As a res,ult the dependent state becomes ever more

reliant on economic and military aid from the developed countries which

creates more serious debt problems and intensifies the crisis further.

Dependent producti'on, ttrerefore, requires a state form which is

increasingly interventionist. It is both the strength and weakness of the
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peripheral production process. Its strength lies in its ahility to maintain 
/

l

and devel.op the productive forces, both capitalist and non-capitalist, "by mals-

sive intervention combined wj.th infl-ating the state tpp""atts."60 At Lhe i

same time labour orgarrizations, are incorporated into the political system

increasing their vulnerabiLity to state coercion or manipulation. For a 
/

I

time measures such as linited social welfare and increased wages and in<'omef
I

are offered as concil-iatory gestures toward the working class. However g{

Ziemann and Lanzenddrfer point out, these measures can only be temporaty; l

as they hinder state develop,ment policies by restricting the 1evel of fin-l
I

ancial support available to private capital. As a r€.su1t greater repressi$n_/
is required to restore "business confidencerr in the state. "The non-bourgeoi.s

form is the only one adequate to the bourgeois function of the state."61

Herein lies the structural weakness of the dependent state

The investment pattern of international capital tends to exacerbate 
/
I

the crisis of peripheral production by displacing more norkers than it

absorbs. The import of western technology disrupts tocal craft industries

and subsistence farming, adding fuel to the process of priruitive accumula- l

i

tion, and creating large numbers of employed, but "free" labourers. A 
i
I

subsEantial proportion of the capital accumulated at the periphery flows 
I
I

back to the imperialist centre. Thus "capital inflows employ few workers, I

whereag capital outflows prevent the reincorporation of workers ejected J-m

preimperial economic pursuit"."62 In this case the very development which

Lhe state facilitates becomes an obstacle which must be overcome.

The cs,ntradictory and incoherent societal reproduction of
the periphery does not lead to a permanent reproduction
of its own postulates and conditions, on the contrary, it
produces on the one hand a permanent economic crisis in
the shape of an unbaLanced economy, on the other, a perman-.^
ent political. crisis in the shape of a political imbalance.oJ
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The state response of increaslng intervention fails to overcome this crisis.

It merely aggravates the: contradictions further, forcing an even greater

1eve1 of intervention by a bureaucratic*military state which is, of neces-

sity, even more authoritarian. t'These relations between state and society

constitute the real substance of the'centrality'if the peripheral state."54

The analy-sis of the role of the state in dependent development is

significant in that although the particul-ar form which the crisis assumes in

the underdeveloped countries is peculiar to dependent production, the

general processes at work in this crisis are not.

...in every capitalist country, whether dependent or advanced,
capital has sought to increase the rate of exploitation as
a part of a renewed attacb upon labour which has, of course,
met with varied results. b)

----f1
Capital-'s attack on labour is the inevitable consequence of its need to in- 

i

crease the rate of profit, which can only be achieved by lowering the cost

of aL1 elements of production including labour. In meeting this objective

the coercive apparatus of the state in dependent social forniations has been

vigorously employed to weaken the resistance of the working c1ass, often

through violent repression. However, even in advanced capitalist social
l

formations, where class contradictions have generally been regulated thrcughf
i

a bciurgeois democratic institutional framework, the state has, si.nce the j

i
mid 1970s, implemented 'austerity measures' which have resulted in a declin{

I

in social expenditures and real wages along with a sharp increase in unemplo$-
i

ment. The intensification of the current world economic crisis represents-"-{

a fundaarental challenge to Ehe resiliency of bourgeois democratic institu-

tions. Should these institutions fail to meet this chaLlenge, it night

be argued"" that in dependent development, advanced capitalisu sees a mirror

image of its own future.
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STATE INTERVENTION AI{D ''CLASSICAL DEPENDENCE'': TIIE OLD REPTELIC

The initial phase of dependent development has been referred to as

one of classical dependence, a period which coincided with the twilight of

the colonial phase of capitalist development. The international division of

labour cheiracteristic of classical dependence is described by Peter Evans

in te::ns of the centre/periphery dichotomy.

Interr.ational trade of unparalleled dimensions !'tas

coupled with capitalist accumulation on an equally unparal-
1ed scale in the center countries of the system. Countries
at the periphery helped suPport this accumulation of
capital by producing primary products and by cons.r:ming
goods turned out by the factories of the: center. r

It was throtigh this system of unequal exchange that peripheral' or dePen-

dent social formations such as Brazil rvere integrated into the world

econony. In ttis process the state, whose primary function v/as to facili-

tate capital accumulation, served the interests of the most dynamic sector

of the economy, which in Brazil during the O1d Republic was the coffee

oligarchy. By fostering the expansion of the coffee industry the Brazilian

state laid the foundation for the future diversification of the countryLs

industrial base which will be illustrated in this chapter.

Economic DevelopmEnt During the Nineteenth Century

BraziL's economy in the early nineteenth century was in the midst

of a serious depression owing to the declining value of her major exPort

comrodities on the world market. Sugar and cotton wh.ictr- served as the

26
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basis of accumulation during the seventeenth and eighteenth centuries now

faced serious competition from new centres of production. The expansion

of the sugar industry in the west rndies, particularly cuba, severely

restricted Brazilian access tc North America and Britain which were the

largest uarkets for sugar consumption. Cotton production, which had bene-

fited from the effects of the American Civil War on U.S, cotton exports,

once again faced U.S. competition at the end of the war. Although it had

more success thein the sugar industq,r in maintaining its share of the world

market, owing to iuproved production techniques, Ehe cotton industry remained

subject to the fluctuations of the world market.

It was ther coffee industry, however, that began to turn the tide

for the Brazilian economy. During the 1820s coffeel a crop well-su;.ted to

BraziL's climate, was valued at 18 percent of Brazil's exports. By 1g50

that 
_figure 

had cLimhed to 40 percent.2 Furtado li.sts three important

reasons for the appeal of coffee: 1) It made use of slave manpo\.rer, still
available in Brazil. 2) It entailed a lovier level of capital.izacion,

depending more on the availability of 1and. 3) As the coffee plantation

was a pemanent form of cult.ivation, captial was fixed--there were few

machineq to be replaced.3 As the significance of the coifee industry

fot Brazil's economy increased so did the influence of the coffee planters

on government policy, ar'd Brazilian soci.ety in general.

This situation allowed the agrarian-export oligarchy to
develop an ideological and pofitical force which made it
become a veritable business, intellectual, and political
e1ite, capable of overcoming all opposition to its douina-
tton. a
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Furtado goes further to explain the rise of the coffee' planters as the domin-

ant class in Brazil, by comparing the coffee economy to earlier monocultural

economies. For example, the sugar economy of the 17th century was character-

ized by an unequivocal- split between productive and commercial, or merchant

activities with the latter interests controLl-ing the decision-making Process'

,tThus isolated, the members of the sugar-Producing class could not develop a

clear concept of Cheir own interests.tt5 Th. sugar-Producing class was there-

fore not a dominant class and evolved into a class of ttidl-e landl-ordsttwhose

profits were sPent on personal consumption'

rt was noted in chapter one how merchant capital came to play a domin-

ant role in dependent social formations such as Brazil ' The concentration

of wealrh through plunder and pillage which laid the basis for capitelist

production in Britain and western Europe, had a drastically different effort

for the conquered territories'

Intheunderdevelopedworld,partl.ybecauseofthemanner
in which the existing ""ottomic 

structures had been broken

down by merchant capltal in its era of suPrenacy-before
]-S00,andpartlybecauseofth'emannerintrhichindustrial
""pii"ii"*'tiirrrpned 

in the developed countries, and turned
the overs.r" "*pite 

of merchant capital to its own advantage,

a simitar breakthrough pgoved impossible for almost one

hundred and fiftY Ye"t", 
o

Merchant capital-, thus, played a central role in creating the conditions

of dependence rahich delayed industrial development in Btazi]-' For Furtado

the disjuncture between the productive and corulercial phases is resolved

with the rise of the eoff,ee planters. Unlike the sugar economy, the develop-

ment of the coffee industry saw a hridging of the gap between production and

trade. The producEion of coffee took place in the south' near the major

ports of Sao Paulo and Rio de Janeiro. This had a centralizing effect which
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gave Che coffee Planters an oppartunity to become involved in the transporta-

tion and marketing of their goods. The coffee industries located near the

Brazil-ian capital-r made the new rul-ing class more conscious of the utility

of the central government in serving its interests. The state, as' sheill be

explained later' became an important tool for furth€:ring the interests of

the coffee oligarchy in BrazLL, and as Furtado claimso

It was this clear conceFt of their own interests that dif-
ferentiated them from other dc,minaLing groups previously
existing or comtemPorary.'

This is not to argue that the coffee planters trere any more able to over-

come their peripheral status within the r'ror1d economy' Dos santos

explains th:it, its powerful influence notwithstanding,

. . . this oligarchy could not hide its enormous dependence

on the Sritish bburgeoisie, which controlted Brazil's
coffee conm€:rce as well as provided the modern technologY
for railroads, ports, cournunication networks and banks.6

Thus, while the coffee oligarehy was increasingly successful in using the

state apparatus to serve its own inter^ests, it was no less subject to the

imperatives of the dominant capitalist powers' and in particular Britain'

The growth of the coffee industry during the 19th century paved

the way for significant social and economic changes which would soon

trigger the beginnings of Brazil's inciustrial development' The rnajor

shipping centres oi Sao Paulo and Rio de Janeiro expanded rapidly as

coffee expcrts increased. The process of urbanization created an internal

market for consumer goods and, therefore, facilitated the limited growth

of industry. A key factor rririch precipitated both the expansion of coffee

production and the development of an ind.ustrial base in the cities was

the abolition of slave::r in 1888. As Munck suggests the end of slavery
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laid the basis for the capital-wage labour relarion in Brazil. However,

this development did not he.ve the s"-e effect throughout the countryt

reinforcing the tendency towards uneven development and the regional dis-

parities associated with such development.

In the Northeas_t where the: stagnant sugar industry predominated,

the abolition of slavery tended to reinforce other non-capitalist produc-

tion rel-ations such as sharecropping and tenant farrning. Faced wj-th an

economic slump the sugar planters had no incentive to expand, and became

increasingly reliant on subsistence farming as a safety valve for fo:mer

slaves. In fact it was the Northeastern plantation owners who were most

opposed to abolishing slavery. On the other hand, coffee planters in the

Centre South welcomed Lhe el-imination of slavery as a means of freeing up

capital whi.ch was needed to improve productivity in this dynamic industry.

As Teresa Meade explainso

Coffee production relied on a coribination of various types of
labour organization ranging from sharecropping and tenant
farming to wage 1ab.or. A combination of pre-capitalist
and capitalist modes of production replaced the slave system
on the countryside of the coffee producing regions but co-
existed r,rith the emergence of capitalist production in urban

oareas. -

Consequently, even before the abolition of slavery, the government of Sao

Paulo began subsidizing companies to transport free labour, mainly frcm

Italy during the 1870s, as a less costly alternatii.ve to importing slaves

from Africa. These developnents had a major irnpact on the class configura-

tion of Brazilian society. As Dos Santos notes, b1'the beginning of the

twentieth century- the rrnational economy achieved a fairly signi-ficant degree

of specialization which allowed the appearance of a complex class sEructure..."10

Ilor.lever. these changes did not by any means result in the cornplete transformati.on
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of Brazil's precapitalist order. Rather,

The sirnplicity of the colonial structure had been suc-
ceeded by a diversified system that was complex enough

to allow the emergence of new sccial classes, though
without abol-ishin! tn" old ones.11

One can say then that the emergence of a new industrial sector in

the urban centres of Brazil was a consequence of, and in fact coincided

with the strengthening of the o1d monocultural system based on the export

of coffee. The heterogeneous structure of Brazil's economy is character-

istic of peripheral, or dependent devel'oPment''

tTraditional' modes of production are not shortcomings,
signs of backrsardness in the periphery (as the moderniza-
tion theorists maintain), they are necessary comPonents of
peripheral reProduction. 12

Du-ring the period of the Old Republic it was the: dynamic sectcr of

the 'traditionalt economy, the coffee oligarchy, which acted a-e tht: motor

of development in Brazil. As Dos Santos explains, the predominance of the

traditional sector is the necessary consequence of the colonial sysEem'

The estqblishment of a colonial society based on slavery
meant thal its dependent character eonstituted the base of
internal production, inpediqe a full development of internal
labor and caPital markets.'-

Thus whil-e there were the beginnings of an internal markett as mentioned

earlier, its gror,\7th was dependent upon the expansion of the agricultural*

exporr economy. Teresa Meade explains the irrpLications of Brazil's colonial

background for the develoPment of the ruling classes'

In additlon, Brazil's position in the international division
of labour generated ruling sccial cLasses which were econom-

ical-ly, poiiti"a1ly, and ideologically tied to the imperial-
ist ptweis. These rrrling .classes ... were insured of their
continued dominance as long as the countryrs links tc the,

iroperialist poilers remained strong. r+
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The dialectic of BrazLLt s economic development lies in the:

fact that the monocultural economy) bttsed on coffee in the nine-

teenth and early twentieth centuries, was necessary to Che develop-

ment of industrial capitalismr yet aL the same time served Eo rein-

force a class s.tructure which restricted, or tblockedt the full develop-

ment of the prodtictive forces. Bettelheimfs conception of the: blocked

development of the: productive forces, referred to in chapter one, has bc'th

an internal and external dimension in dependent sccial formations. As

he explains,

It is this specific conbination of internal production
relations with production relations and political and

ideological rel-ations on the world scale that engenders
what is meant by the 'rblockigg" of the productive forces
in the dominated countries. r)

IL was through this development that the contradictory unity of production

was firmly entrenched in Brazil. However this 'unityt came under increas-

ing strain by the end of the nineteenth century as new class formations

began tc exert pressure on the political institutions which had originally

evolved in response to the needs of the coffee planters.

Ruling Cla$s CompoSi.tion During the 01jl Republic

The nilirary coup which overthrew the monarchy in November lB89

lras a political expression of the tensions arising'from the transformati.ort

taking place in Brazil's class structure. From Sao Paulo state the pres-

sure was particularly intense as coffee exports from the seaPort of Santos

grew rapidly after 1870, and as the state population grer/t with the expan-

sion of economic activity associated with the coffee industry. These changes

in the regional- balance, accentuated by the decline of the Northeast, made
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a change in the political structure inevitable in order to accomtodate

the: new power of the Centre-South. Thus, the declaration of the republic,

with the support of ther armed forces, signaled the rising inftuence of the

industrial bourgeoisie and the middle classes of Sao Paulo, Minas Gerais

and Rio Grande do Sul. This influence permeated a1-1 aspects of urban life

in Brazil as Dos Santos explains.

Growth of the niddle classes was based on the expansion of the
armed forces, Ehe urban zones that grew with the development of
co[merce, the administrative apparatus that becane more ar]d
more necessary for control of the economy, and on the
creation of an infrastructure of pon'er and transportation
for business exp".rsiorl. 16

Industries were growing, enhancing the position of local industrialists

vis*a-vis the central government. The institutional changes which took

place.in government as a result of the republican coup in 1889 facilitated

the strengthening of the position of the niddle classes in Btazil's

political life. And as one author notes,

They took advantage of the:ir new position to encourage the
indus.trialization of the country and.' !o attack the colonial
structure inherited frcm the empire. "

This initiative constituted a direct challenge to the hegemony of the rural

oligarchy, made up of the powerful coffee planters in the Centre-South

region, and the declining sugar planters of the fledgling Northeast

These two grcups had a common interest in resisting Ehe political advances

of the ind.ustrial=urban sector inEo the state aFParatus. Thus,

The rural oligarchyr and the merchants who supported them,
obstinately opposed any measures that threatened the export
markeE, such as protective tariffs wh.ich might have
facilitated industrial expans.ion and created more jobs .,o

for the laboring poor the.t were flocking to the cities.--



34.

llithin this class the tension between the Centre-South and the Northeasc

for government protection nas largel.y resolved in favour of the more profit-

able coffee planters concentrated in the states of Sao Pau1o, Minas Gerais

and Rio Grande do Su1. These three states exerted a powerful influence

over ther policies of the federal government. As Teresa Meade suggests,

The deaf ear of the federal government to$rard the dilerr'.nas
of the Northeast il-lustrated the growing influence of the
coffee planters over other regions and groups, a contra-
diction between fractions of the-tanded oligarchy.rv

This is not to suggest that the concerns of the NorEheast rdere

entirely ignored. On the contrary, the Constitution of 1891 guaranteed Ehe

sugar plantation owners enough autonomy that the Northeast was virtually

s.elf-governing. Non-interference from Rio de Janeiro was an important

concession granted to Ehe Northeast region. This reflected an objective

on the part of the central government of "winning the sympathies of conflict-

ing interests lrithin the rural oligarchy and forging a path of reconciliation

between them."20 The decentrelized nature of the 1891 Constitution has led

one author to characterize the OLd Republic as the "politics of governorst'

made up of "alliances of political chiefs ... with state governors and of

the governors \orith officials at the federal level."21 However, Ehe armed

forcesr responsible for the 1889 coup) remained an important unifying factor

in Brazil. As Dos Santos notes.

The relatively stable agreement among the strong regional
interests was based on the army which had established the:
Republic and continued to be ther key to national uirity of
regional forces^such as had wrecked havoc in the rest of
Latin Am,erica.zz

This role played by the military was carried over from the days of the

empire, and became increasingl-y significe,nt with the growth of Brazilian
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industry and the dependent development of BraziL rs productive forces.

The povrer of the rural oligarchy notwithstanding, the expa.nsion

of the new urban niddl-e classes couLd not be ignored, and concessions htere

made in their favour. In fact,

Throughout the action of these new social classes, within
which the amy played a leading role, the first ten years
of the life of the Republic were marked by a serious effort
to use the machinery of government to encourage indgqtrial-
ization and the economic liberation of the country. "

Generally, the measures taken incl-uded: easier credit for industry, protec-

tive tariffs for industry, an increase in the money supply for expansion

and payment of \,{ages and an end to loans off-setting the costs to 1and-

owners of the abolition of "l".r"ry.24 These initiatives taken inrrediately

fol.lowing the coup were impcrtant in the transformation of the Brazilian

economy to one based on the capital-wage labour relation, at lea,et in the

most dynamic sectors. Industrial growth and diversification was only

possible on the basis of such a transformation, while at the same time the,se

changes served to diminish further the influence of the less productive

plantation o\rrrers in the Northeast. However, the constraints of dependent

capitalist production precluded any attenpt to 'liberate' the productive

forces in Brazil frorn the realities of the world market.

Bettelheim makes this point in reference to the necessarily

limited role played by the national bourgeoisie in revolutionizing the

means of production in comparison to the bourgeoi.sie in Western Europe.

The [narional hourgeoisiets] role, howevern can only be
exceptional and limited, owing to the s.less ties (economic,
poliEicaLr and ideological) that it maintains inside the
countrl with the noncapiEatrist exploiting classes, and,
on the international p1ane, with inperialism. z)
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An examination of the sources of investment for industrial production illus-

trates clearly the ties between the urban indus.trial- sector and the tncn-

capitalist exploiting classes', specifical1-y the coffee oligarchy.

Warren Dean's analysis of the industrialization of Sao PauLo shows

the role of the coffee planters in industry during the Old RepublL".26 In

the first instance, scrme of the more successful coffee planters in Sao

Paulo played a limited, but nonetheless important role as brokers and

exportels, financing coffee production on neighbc'uring plantations and

foruring houses or even banks. Although as Dea.n explains, foreign brokers

and banks were the dominant factor, particularly in the period up to Wor1d

War I, the planters managed tc, survive foreign co'rnpetitors and in sme

instances eventually surpassed them. Investment from the coffee sector atrso

extended into infrastructural- development, especially railroads which were

curcial links between the plantations and the port cities. Apart from

finance and infrastructure the 1890s witnessed a significant growth in

coffee-related manufacturing firms. Coffee planters invested in machinery

Eo aid in the processing of coffee beans, as well as transportation

equi.pment,, from the production of rail car parts to the assembly of ioco-

motives although this latter developnent did not take place until lgi-l-.27

As Dean notes in 1896 the largest industrial employer in Sao Paulo was the

planter-owned Paulista Railroad.

By the eve of World War I, planter investment had diversified

considerahly. Industries which owned their existence to investment from

the coffee oligarchy included; meat-packing plants, cement. sawmil1s,

glassware, beero drugs and gunpowder. Infrastructural investment expanded



37.

into public utilities including powerr water, telephones and tramways.

Dean attributes the entrepreneurial activity of the Paulista planters, which

was more extensive than anywhere else, to two major factors. As he explains,

The increase in encrepreneurial activity in Sao Paulo may
be better accounted for by the more intense operation of
the market economy, that is, by the greater profitability
of coffee and by the fuller use of money as a mediuru of
exchange.

It is also probable that the apparently greater
entrepreneurial ability of the: successfql p1-anters conceals
pr"-"*i"ting accumulations of capitaL. 28

Indus:trial growth wasn therefore, precipitated by the penetration of

capitalist relations of production, resulting from Brazil's integration

into the world economv.

The dependence of Brazil's industrial. expansion on its links to

the world economy was reinforced thror;gh the intermediary role of the

import merchant. It rras through the merchant that international capital

exerted its influence on the local economy in Brazil. For example, accumu-

lation with the coffee sector was dependent upon the securing of credit

by the planters for the modernization of their plantationsr or their newly

establ.ished factories. Thi-s credit, which was only available from European

manufacturers, distributors or local branches of European banks, was made

available to Brazilian planters through the import merchants who usually

represented European important houses. Consequently, merchants could sell

technology in Brazil using credit securing abroad, and strengthen the

relationship of dependence between thr: 1oca1 bourgeoisie and international

capital r^rhich during tbe 01d Republ-ic was dominated by- Britain.

The financial bonds between Brazil and international capital, how-

ever, were not restricted to the extension of credits to private interests
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within the 1oca1 bourgeoisie. BraziLts dependence on Britain was rein-

forced by the accunulation of an enormous foreign debt incurred during

the period of the monarchy. At the time of BraziL's independence in L822

rhe debr ro Brirish banks total-led 11400,000. By L889 this figure had

reached 3014191000, "the equivalent of seven times the total annual

income of Brazi|,"29 During this period British capital had maintained

strict control over banking in Brazil-. Miguel Arraes explains the effect

of this control over the money supply on Brazilian entrepreneurial efforts.

The British banks established in BraziI under the EmPire
regarded as their principal function the strict contro-
of credit f,or production and the management of the rate
of exchange. Through credit control throughout the
Empire Britain prevented the develoPment of further
producing industries. One b1 or€, the industrial under-
takings which succeeded in establishing themselves passed
into the hands of the British banks. Thus began a new form",.i
of foreign dmrination, the domination of direct investment.'"

These chains of dependence, however, created the necessary conditions for

the emergence of an indigenous industrial class which, although "...unab1e

and unwilling to challenge the social arrangements on which Lh€,ir own

position depended..."r3l .r".r.tthe1ess achieved some degree of relative

independence from the coffee oligarchy. This class was made up of wealthy

irnrnigrants who found opportunities for investment which were unavailable

in the saturated markets of the o1d world. In addition, many import mer-

chants found it posqible to make the transition from important to manu-

facturing given their strategic position in the conmerical system.

The importer, and no one e1se, possessed all ttre requisites
of a successful industrialist; access to crediE, a know-
ledge of the market, and channels for the distribution of
the final product.JZ
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The merchants gained some expertise through their finishing operations which

conpleted the manufacture of goods which could not be shipped fully

assembled from the home country. Dean notes that the first steel produced

in Sao paulo casre from a Swedish important firn which had previously

restricted its activity to the production of spare parts and the installation

of machinery.

The increase in large scal-e industrial production precipitated the

growth of the working class in the urban areas, a development which had

important consequences for BraziLian politics.

The expanding factory work force, added to railroad and

transportation workers, steVedores, construction workers,
and minerso created unions that acted aggressively to better
their lor directly through strikes and. political agitation

' in the early years of the twentieth century.rJ

Although the fosLering of working class consciousness was aided by the

infl-ux of European inurigranEs with some experience in trade union organiza-

tions and working class politics, "...the fact remains that the ne\r Per-

ceptions and militance were the product of the workers I actual position

in the process of production."34

Also associated with inC.ustrial expansion was the urbanization

process which 1ed to the growth of atrniddle classt of teachers, adminis-

trators, office and retail ernployees, journalists, and other salaried

public and private employees. fhe growth of this sector! in addition to

that of the working class 1ed, in Sao Paulo for example, to an increase

in population from 23,000 in L872 to 580,000 by 1920. The population of

Sao Faulo stace grew from 8371000 in 1872 to 4,000,000 by 1914.35 It was

these new class formations-'o the working and middle classes., which exerted
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considerable pressure for change in the political systeme rather than the

industrialists. Workers, through cheir newly formed union organizat.ions,

pressured the government to legisLate improved working conditions in con-

junction with their demands on industry for higher wages. Ln contrast,

the various sectors of the rniddLe classes strove to increase their upward

mobility potential within industrial soeiety, by lobbying for a more open

and democratic political system. This objeetive was pursued to compensate

for the fact that the rniddle classes in BraziL owned no property and there-

fore lacked Lhe economic clout of the coffee oligarchy, and even the nascent

industrial class. For this class the control of the state was considered

the means by which political- influence could be translaced into policies

to promote thei:r interests.36

State Intervention During the OLd Republic

A widely'held view of the state in Brazil during the period of

the 01d Republic suggests tha it conforned to the theoretical parameters

of 19th century liassez-faire liberalism. Steven Topik points to several

authors, including Andre Gunder Frank, who are of this opiniot.3T However

there is substantial evidence from Topik and others that the state was

far from being non-interventionist despite its financial handicaps

State intrusion into the economy took several forms, benefiting at dif-

ferent times the coffee oligarchy, the ascendent industrial class and, in

the long rt'.n international capital.

For the coffee plantersr state intervention into the market place

was not oniy- desitanfe, it was absolutely necessary to the survival of the

coffee industry in Brazil. The growth and expansion of coffee production
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during the 19th ceDtury created a glut in the market by the 1890s. Coupled

with the worLd economic crises whictr- occurred in 1893 and 1897, the coffee

planters began to suff,er increasingly.from the eff,ects of what l'larx termed

a crisis of overproduction. Because of the constant drive to increase

production, and subseguently the need to expand at an ever-increasing rate

the export of capital-,

. . . a rift must cootinuaLly ensue between the l-irnited dimen-
sions of consumption under capitalism and a prqduction which
forever tends to exceed this ismanent barrier. Jo

Furtado perceives the coffee crisis in similar teras when he notes that,

Coffee inventories, accumulating from year to year,
weighed heavily on prices, causing a permanent loss
of income both to producers and to the country "" . tho1".39

Although the falling rate of profit is an inherent contradiction in capital-

'ism as a r,*hole, the consequences of this tendency are particularly intense

in a monoculturaL or single crop economy such as that of Brazi1- during the

01d Republic. The often drastic fluctuations of prices in the agricultural

export market are even more devastating for the economy based on the export

of a limited number of commodities. For international capital, the falling

rate of profit is, at least temporarily, compensated for through its expan-

sion into, and exploitation of, the economically backward countries of the

periphery. As this option \das not open to Brazil, itself one of those

economically backward countries the central government was called upon to

intervene on behalf of the coffee oligarchy.

The solution which the planters pressed upon the government was to

artificially.restrict the supply of coffee avaiLahle to the world market,

thereby raising its price. Under the terms of the TaubatJ Agreement of
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coffee surptus to drive the price back Eo a more profitable level. The

central government was, in effect, 'valorizingt the profits of the coffee

planters through the socializatlon of losses caused by th.e crisis of over-

production in the coffee indus,try. Ln other words, the realization of surplus

value was effected by the state when profits could not be realized in the

world market. As Miguel Arraes points out, government support of the coffee

industry had a major impact on Brazil's already critical balance of payments

crisis, as this intervention could only take place with an infusion of foreign

capital. Thus the period between 1906 and 1930 saw an additional $72.7

million tacked on to an already staggering foreign d"bt.40 rn one year the

combined purchase of coffee by the central goverrlment and the state of

Sao Paulo was equal to the entire budget of L929, roughly $269 rnillior.41

Another consequence of the 'valorizationr of coffee was that

because of the high profit margins guaranteed by the government, investment

in the industry rose sharply, causing even further expansion of coffee

production. This 'multiplier effectt further aggravated the problem of over-

production which required even larger purchases of surplus coffee by the

state. As Furtado explains,

The'defense mechanism of the coffee economy night, in the
ultimate anal-ysis, be viewed as a process of postponing thei
solution. !o a problem which tended to become more and more
serio,-,s. 42

That the central government employed this policy from 1906 to 1929 is

evidence of the infl-uence which the eoffee regions of the south exerted

on the state apparatus at the time. The planters extracted a large
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Profit from an artificially expanded coffee industry. But they were not the

only beneficiaries in this process. International capital had much to

gain from this expansion in a number of r.rays.

Financing of this expansion, combined with direct or
indirect controL of the trade end erport of the pro-
duct, earned for international capital a very large profit
margin; the hanks and foreign companies--or even Brazil-ian
companies, to the extent Ehat they were allied with
imperialist interests--drained off abroad rhe capiF+l
produced by these flnancial or trading operations.4r

The consequences of the process of valorization made clear the class alliance

of the coffee oligarchy and international capital.

In addition to v'aLorization there were periodic devaluations of

Brazilts currency enacted by the government. This caused disconEent among

the niddLe and working classes as it made consumer goods, most of which were

imported, mucl'. more expensive, It also had the effect of increasing the

value of coffee exports on the world market, as well as increasing the

purchasing Po$rer of international capital in Brazil. ttln other words a

general reduction in the income of the country was decreed to give advantage

to coffee and international capital.t'44 These, then" were direct measures

taken by the state to bolster the coffee industry. The role of the state,

however, htas not limited to direct intervention on behalf of the rural
o1 i garchy.

The develoPment of an infrastructure to meet the requirements of

local business* foreign capital and the traditional agricultural secEor

was a primary concern to the federal government' after the enactment of the

Constitution of 1891. This ohjective was greeted with enthusiasm on the

part of international capital which was reLuctant to invest considerable
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amounts of capital into the less profitable areas of infrastructural develop-

ment. It also stood to gain through the financing of loans to the g6vern-

ment necessary for such deveLopment.

As Topik points out. transportation and public rarorks were the target

of a large amount of gwerrmrent spending. accounting for over one tt,ird of

the total budget.45 The railways, lor exaurple, were regulated rargely by

the centraL government which maintained the right to rfset rates, derermine

routes, and decide the type of equipment to be used,,46 regardless of the

protests which arose occasionally from the railway companies. When a rail-
raay reached the brink of bankruptcy, the government could usually be counted

uPon to bail it out through the purchase of company stocks. Laws were passed

in the area of shipping which gave Brazilian industry a virtual rnonopoly in

the domestic shipping and fishing indusrries.

The. central government also increased its presence in the banking

systems Particularly during the latter years of tbe republic. In addition

to the devaluation of currency to bolster the sagging price of coffee

exPorts, the goverrxnent took steps to regulate interest rates and the supply

of money through Lhe federally-owned Banco do Brasil which in 1921 was granted

through Congress, the sole right to issue Tnoney.

State intervention, although more substaatial than some might

believe, was nevertheless restricte<i in its impact on industrial develop-

ment in Brazil. This is explained by peter Evans.

But neither in finance nor in transpcrtation did the state
give much evidence 9f trying activeiy to shape the process
of capital accumuLation. A more passive kind of support
of foreign investors and the export complex in general seemedto be the aim. concessions and guarantees were services to
foreign capital. The provision of rair-road transportation
was more a service to the general export comptex.4T
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Even Topik admits that, t'State interventions r,sere largely rescue operations,

rather than aggressive attempts at planned develop*"rrt. "48 The roLe of the'

state during the Old Republic was one of reinforcing the dominant mode

of production at that historical Juncture, rather than fosfering the

development of industrial capitalism in Brazil.

The one interesting exception to this general rule was the issuing

of credit to the newly developed industrial establ-ishments which began scon

after 1889. It has atrready been discussed how such measures encouraged the

nascent industrial class and contributed to the development of new social

fornations in the urban centres of Brazil. The reaction of international

capital to this development was swift and predictable. Economic sanctions

were threatened agalnst Brazil. A Brazilian business magazine carried a

messa.ge to Brazilian policy-makers from one of the most powerful financial

interests within international capital at the time. It stated,

There is reason to believe Lhat Messrs. Rothschild, in a
telegram to the Minister of Finance, pointed out that
the issue of Loans for the development of industry 

I+9authorized by the government will harm national credit.

Economic pressure was brought to bear on Brazilian currency which caused a

decline in the value of her exports. (ttre price of a sack of coffee dropped

hy almost two-thirds of its 1893 value by 1899.) In case the point was not

made perfectly clear, warships from Britain, France, the United States and

Portugal were statloned in the port of Rio de Janeiro to underline inter-

national capitalrs displeasure with the etate of affairs in Brazil. I{ith

the election of Campos Sales in 1898, international capital proved success-

fu1 in pressuaing th-e Brazilian state into backing off from its nationalist

economic policies, limited though they were.
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As Topik points out, financiaL support from Brazilian industry was.

marginal compared to the money invested into infrastructural development

and that invested to support the coffee oligarchy.50 once in power Sales

assured foreign investors ttLat the nationalist heresies of the: previous

administration would not be repeated. Thuso

The most reactionary forces seized power and set up a system
of internal government which allowed imperialism, a ne\c-
comer on the po{itical scene, to check the industrialization
of the country.-'

The hostility of the government towards the Brazilian industrial class

reinforced th.e dominance of the regional- interests of the coffee industry

as well as that of foreign capital in the decision-making process of the

state.

While the withdrawal of state support was a setback for the emerg-

ing industrial class, it by no means haLted the expansion of industry in

Brazil. The outbreak of the Great War among the major inperialist porrers

in 1914 proved a major impetus to industrialization as it forced inter-

national capital to loosen its ties with the periphery in order to concen-

trate its resources on the war effort. The gaps left by the curtailment

of exports 1ed to the rapid expansion of Brazilian business. Between 1914

and 1919 there were 5n936 industrial establishments initiated. During that

same period industrial production increased by 2L2 p"=""rrt.52 Brazi-L would

experience such rapid expansion again between 1930 and 1945 as a result

of the world economic crisis andthe war which followed it. Indtrstrializa-

tion rlras most pronounced in ther areas of textiles, food production and

light consumer goods during the last two decades of the ol-d Republic.

These new industries, like the coffee plantations, benefited from the
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1ow. The assurance of a large pool of surplus labour po\4rer had been an

important part of the governmentts strategy to meet the needs of the coffee

oligarchy since the 1870s. As one governnent official put it at the.t

time,

We need laborers in order to increase cc,mpetition among
them and in that way salaries will be lowered by means
of the law of supply and demand.53

This position was no less an important factor for the coffee planters

than the industrial sector during the Old Republic. Thus between 1889

and 1930 Sao Paulo alone absorbed approximately two nilLion imnigrants

from Europe to bolster the size of the labour force. As with most initia-

tives taken by the state during this period, the importation of labour

senred to encourage the expansion of industry,,but at'the same time rein-

forced the old economic system based on the export of coffee. This is

another concrete expression of the 'contradictory unityr of dependent develop-

ment.

The CollapSe of the 01d Repuhlic

During the l-920s the contradictions of the agricultural export

economy came to a head in Brazil. The valorization of coffee, it becane

cLear, \das a policy doomed to failure even from the perspective of the

coffee planters themselyes. The preferential treatment given to the

coffee industry by the state noi only diverted inves-tment capital in

Brazil away from i.ndustrial expansion and back into coffee, but it also

had Ehe effect of increasing the profitability of coffee production in

other areas of the wc.rld. As a result.
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. . . this artificial and very costly fixing of the coffee
prices favored producers in other countries and increased
international- competition leading to a vicious circle than
in turn forced increased state interrrention.54

While the nagionaL debt became increasingly unmanageable for the

governmentr coffee production grew by leaps and bounds as money vras being

continually purnped into expansion. Furtado expi-ains that between 1925 and

1929 exportable production grew by one hundred Percent. The growth in

production, howeverr was not matched by the growth of exports. From an

average annual yield of 20.9 rnillion bags of coffee, only 14.1 rnillion

bags, approximately two-thirds of the total, were exPorted.55 To add to

this critical situation coffee consr:mption in the United States had level-

led off by rhe lare 1920s, causing the price to falL to its 1920 level by

Lg2g. The ingredients for a national economic disaster rtere there by

1g2g. "Real crisis for the dependent economy required falling prices com-

bined wittr,.a stagnant market, which is whaE was in store for BrazLl in the

thirties. "55

The intensifying structural imbalance of the economy frustrated

the attempts. of each successive regime to shore up its budget deficit and

begin to pay off its staggering debts. The only option remaining was to

encourage even greater levels of foreign investment to generate the: nec-

essary revenue to keep the system afloat.

Thus the whole organization and running of the country, indeed
the very- stability of the government depended on a regular
and increasing flow'of foreign capital.)/

This strategy was succes,sful in maslcing the ever-intensifying contradictions

of Brazil's economy until the coLlapse of the world economy in L929, which

precipitated the crisis of the oligarchic state and the demise of che Old
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RepubL ic.

That the coffee planters were unprepared for the events of. L929 Ls

made evident by the fact that coffee production continued to increase

until 1933, a consequence of the overexpansion of the industry during

the late 1920s. As the flow of foreign investment into BrazLL dried up,

government support of the coffee industry was withdrawn) which as Dos

Santos point.s out, hras a definitive blow to the power of the pl"ot"t".58

Their infl-uence over the central government was curta.iled significantly,

and they became increasingly reliant on individual state governments for

financiaL aid. The refusal of President Washington Luis to come to the aid

of the coffee oligarchy was indicative of "a split between the dominant

ctas's and its political representati.r"s."59 This split marked the begin-

ning of a new phase in Brazilts economic development which favoured indus-'

trial expansion over the export of coffee.

After the 1929 depression, exports in .. . BraziL ceased
to constitute the axis of the economic system, and interal
investment replgced tb.e external sector as the dynamic
growth factor.60

This change hras a consequence of the loss of BraziL 's capacity to imporE

and the opportunity this provided for the emerging domcstic industrial

class to fill the void. Three factors contributing to Brazil's reduced

import capacity included: the drastic decJ-ine of Brazi\ian exports, the

cessation of the infl-ow of foreign capital and the deterioration of Brazil's
61exchange rate. "^ In effect, rihat occurred with the collapse of the world

market was ttr-e loosening of Brazilts ties w-j-th the imperialist centre

The crisis also served to expose the inability of the O1d Republic

to meet ttr-e needs of tt.e dourinant class in Brazil. A major reorganization
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of the structure of the state appeared inevitable. The 'split' referred

to eartier, between the coffee planters and the central governmentrsealed

the fate of the latter.

When it looked as though control over the federal executive
was not going to be rotated from Sao Paulo Lo Minas or Rio
Grande do Sul, a takeover seemed legitimate even to members
of th<: oligarchy. oz

Thus the military coup which brought Getulio Vargas to power in October,

1930, was greeted wi.th enthusiasm by hoth the urban niddle classes and the

rural oligarchy. To the extenE that there \.ras no significant opposition

to the tatrceover" the demise of the 01d Republic was sirailar to that of the

Irnperial State. An antiquated federal structure, no longer capable of

furthering economic development) was toppled by the rnilitary with the sup-

port of dominant class interests. The col'lapse of the agricultural-export

econorry, in conjunction with the r^ror1d economic crisis, exposed the inade-

quacies of a loose federation of pcwerful regional governments which had

characterized the 0ld Republic. The nilitary recognized the need for a more

cenEralized federal structure whi'ch r^rould enable the central government to

function effectively without hindrance from regional lobbies. Efforts \4rere

urade by the armed forces to strengthen th.e position of the central govern-

ment even before the coup itsel-f. One can find evidence of this by compar-

ing the relative strength of the arued forces under tb.e control of Rio do

Janeiro with that of the regional govelnments between 1909 and 1937 as

illustrated in the table below'.
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63
Aooroximate Numerical Strength of Federal & State Armed Forces-

1909-1937 (f000's of men)

1909 L9L7 L92L L927 L932 L937

Federal L9 22 29 38 58 75

State 18 28 29 28 33 38

The strengthening of the federal armed forces was consistent with the aggres-

sive nati.onalism promoted by the Brazilian rnilitary. Increasingly, ther

federal state was seen as the key vehicle for economic development and

nationaL integration.

The centralization of BriziLian federalism under the aegis of the

military gave the emerging industrial class an opportunity to exert a greater

influence within the state apparatus. No longer did the state serve solely

as a means of promot.ing the export of coffee. It was also to become an

agent. of industrialization. This is not to suggest, as some authors dor54

that Brazil at this time was undergoing a bourgeois revolution in which

the industrialists established themselves as the hegemonic fraction of the

ruling c1ass. It has already been shown that the growth of industry in

BraziJ. was determined largely by the capital generated by the expansion of

coffee production. The niddle classes thus developed as an adjunct to the

established economic system. As Jose Nun explains,

.. . the aspirations of these grorlps found expression within the
framework of the hegemony of the oligarchy; the conditions
of their developnnent di{.not result in a fundamental con-
f lict w'i*th that qy's.teq. *-

While ttle middle classes wanted control- over the state apparatus, they



52.

rrere unable to assert their independence from an economic system in which

the coffee oligarchy remained an important factor. Vargas, a landowner

himself, recognized this limitation and initially supported ther resumption

of the vaLorlzation of coffee production. While the role of coffee was

diminished by 1930, it was not suPerceded by industry. As a result the

inC,ustrial sector was conservative in its political orientation.

Their slogans could never encompass a radical agrarian
refomr an anti-imperiaList policy, or a defense of
bourgeois denocracy. On the contrary, the bourgeois
industrial program had go find trays to Preserve the income
derived from the expcrt, secLor, to control export earnings,
to faciLitate credit and infLation increases, and to con-
vince the state either to irnrest or to force international
capital to invest in infrastructure and, in the creation
of human resources (a national industrial service for
the fo:mation bf qualified professionals; labor legislation;
and social security to lessen labor costs).bb

The state had already made considerable progress towards the development

of an infrastructure, in cooperation with foreign capital, under Ehe

Old Republicn and progress in this direction was to conti.nue under Vargas.

Another major objective for Lhe new regime was the develoPment

of a large stable Labour market, in other words the regulation of tbe

working elass. to rueet the needs of, BraziLrs expanding industrial sector.

Ttr-ese important initiatives in su,pport of industry in no way challenged

Vargas' fundamental perception of the coffee industry as a major contend-

ing factor in Brazil's economy at that time. His support for donestic

industry was thus qualified.

Vargas saw the fact that Brazil was rran excellent market
for lmpor!$lt as an advantage. not a dis.advantager since
it wou1d, he thoughE, tmprove the treatment afforded
Brazil-ian agriculturg! products in the cusEoms schedules
of center countries.o/
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BraziLt s links with imperialism continued to act as a tblockr, prevent-

ing tte full development of the productive forces, and reinforcing a

heterogeneous economic structu.re in which p.recapitalist fo:ms played

a dsminant role. The contradictory unity of peripheral production rdas

thus reaffirned.

Sriurdrrt And Concl.us.ion

The Old Republic was the state form corresponding to the epoch of

classical- dependency in Brazilian history. Although there was increasing

intervention on the part of the state to encourage industriel development,

this intervention was limited, owing to Brazil's dependent position with

the world economy. The major imperialist poqters reacted with hostility to

overt gestures of encouragexnent to domestic industry which compromised the

interests of foreign capital. Consequently, the state during this period

directed its attention torrards infras'tructural deveLopment, or the develop-

ment of the general eonditions of production.

Because of the decentralized nature of BraziLrs federal system

during the 01d Republicn individual states, particularly the coffee-

producing states, exerted considerable influence over the central govern-

ment. This infLuence was used to guarantee the expansion of coffee pro-

duction through the devaluation of BraziLian currency, the encouragement

of imrigration tO insure a surplus of labour to keep wage r€tes dor'm, and

most importantly the valorization of coffee production to maintain artific-

ial1y high prices f,or coffee on the world market. This svstem functioned

successfully until the 1929 depression when foreign investment dried up

and market for coffee collapsed. The inability of the institutions of the
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Old Republic Eo meet the needs of the coffee oligarchy was the major factor

contributing to the miLitary coup headed by Getulio Vargas.

The expansion of the coffee industry fostered the development of

Brazil's major urban centres dtrring the period of the Old Republic' Here

the capital generated by coffee producti.on led to the develoPnent of an

industrial base which allowed for a more diversified social structure made

up of industrial-istsr professions, merchants and the beginnings of an urbart

protetariat. These new middle classes sought to increase their influence

over tbe state apparatus, but had only linnited suc.cess owing to the domin-

ant position of the coffee regions in a federation characterized by a weak

central government.

Changes taking pl-ace in Brazilts class structure \rere precipitated

by. the collapse of the world economy which acted as a catalyst for industrial

development. The international crisis brought foreign imports to a halt,

giving Brazilian industry a chance to fill the gap.

The inefficiency of the 01d Republic in meeting the needs of both

the urban middle classes and the coffee oLigarchy led to the nilitary couP

of 1930. The nera regime enhanced the power of the central governnent at

the expense of the formerly dominant regional interes!s. While the govern-

ment of Getulio Vargas took initiatives which encouraged Lhe development

of industry and enhanced th-e voice of the rni-ddle classes in the state

apparatus, these initiatives did not obscure the fact that the rural

oligarchy- remained the doninant force in the Brazilian economy. Thus it

can be argued that, "Industrialization, insofar as it did take place occur-

red in the pores of the old sy'stem and subordinate to the agrarian
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economy.1168 The state played more than a pas.sive role in this process'

al-though it was not as consciously interventionist as the Vargas regime

which followed. As Topik suggests'

The nature of state economic policy during the First
Repuhlic and the Process of its formation suggest
that the Revolution led by Getulio vargas in 1930 was

more like the logical- cuLmination of the First Republic
rather than a shirp departure from it'69

The l_imited and inccnsistent interrrention of the old Republic was the:re-

fore curcial in setting the stage for a more direct and conscious fo:m of

intervention into the productive Process after 1930'
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BEYOND TI1E AGRICULTUML ECONO}T: ESTADO U6VO OIO INDUSTRIAI.IZATION
1930-1964

The demise of the 01d Republic paved the way for the centralization

and modernization of the Brazilian state w.hich was the crucial factor in

the fransformation of Brazil's mode of accumulation from classical dependence

to dependent development. During this transformation the stat,e increased

its entrepreneurial role in the economic production process, and consequently

came to play a more direct role in rnediating the capital-wage labour rela-

tion thrcugh its regulaticn of the working class and its representative

organizaEions. The Estado N6vo, established in 1937 under the regime of

Getul.io Vargas, was the political from which the state assumed, to carry

out this more direct mode of intervention. The focus of this chapter wi.1L

be on the predom.inant role of the state during the period of in<iustrial

expansion from the Vargas era to the end of constitutional rule of L964.

fhe Tranditiorial Period Between the 01d Repuhlic and the Estado N6vo

This period highlighted the conservative character of the Octcber

rrevolution', whose success lras dependent on the support of the armed

forces. However, "" Jos6 Murilo do Carvalho argues, military support for

Vargas was not unqualified.I !ilhi1e the nationalist, refo::mist-ninded

junior officers., thettenentesto gave active support to Vargas and the

Liberal A11iance, whi.ch also included the industrialists, the uriddle

class and elements of the working class, his support tras not nearly as
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strong amongst the conservative senior officers who saw an excess of reformism

as a threat to stability. Although they did not actively oppose Lhe coup,

their support r/as more passive than their younger counterparts.

The generals and admirals took no part in the revolution.
They remained faithful to the established goverdnent.
trIhen it became obvious that two thirds of the country
was in the hands of the insurgents they merely deposed
President Washington Luiz and formed a military junta
which transferred the power to Getulio Vargas. The new
government thus preserved intact the traditional structure of
the armed forces side b1. side wi-th the rovoluationary army o
Eo which both professional soldiers and civilians belonged.'

As we shall see this juxtaposition of reformist and conservative elements

within the a:med forces was to have a profound effect on the nature of the

Estado Novo.

The new government recognized the continued importance of the ccffee

industrl' as the chief source of investment income and as the only mearrs

of making even minimal payments on Brazil's foreign debt, although it

dininished some of the o1-igarchy's political influence.

Thus the role of the coffee bourgeoisie as the hegemonic
bourgeois class fraction was drawn into questi.on, but it
still retained a preponderant economic role. In fact,
many of ttr-e post-1930 measures which promoted industrail-
ization were desig{ed in the first instance to protect
the coffee sector.-

Consequently, one of Vargast first policies was the formation of the

National Coffee Council in 1931. The purpose of this council was to r€gu-

Late the coffee industry and maintain minimum price leve1s, which neces-

sitated a re-introduction of the valorization prograrmre abandoned by the

Lui-z regime. This reguired the purchase of $11 rnillion worth of coffee'

by the central government from Sao Paulo alone, which h:id stockpiled enough

coffee to supply almos.t two years worth of exports.4 Such measures, it. was
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hoped, would enhance Brazi.L's credit rating, as the government was looking

for a loan from Britain to help finance Ehe valorization Program' In

addition, reventle la^as generated through the trade of coffee for American

wheat which could be sold in the 10ca1 market. Thi's conservative fiscal

policy received a sharp rebuke from the tenentes and Sao Paulo coffee

pLanters who advocated ttburning the stock and forgetting about the 'London

money baronst. ContempLatlng the dis'astrous coffee prices, they attributed

them tcr ihe shipments made in return for wheat.t'5 In addition to the coffee

industry, sugarr alcoholn cocoa, pine, salt and mate industries were also

cartellized under government decree for ihe PurPose of granting credit facili-

ties to producers and guaranteeing minimum pti""".6 This form of state

supervised carteLlization foreshadowed the more rigorous state regulations

which foll0wed the estab.lishment of the Estado Novo in L937.

Vargas came to poerer with deep suspicions regarding the industrial

sector. This suspicion r^tas evident in the election platfom on which he

ran and lost only six months prior tc the couP'

Vargas' platform favoured the protection only of those
industrils that used donestic raw materials and repea;ed
the planters I complaint against "artificial industries
that manufacture with inported raw materials, increas-
ing the cost-of living for the benefit of privileged
industries . " /

In keeping with this view, vargas decreed on March 19, 193L, that all manu-

facturers' associations be turned into government sanctioned syndieaEes'

ilnlike the case of the cartellization of the primary industries. the

manufacturerst syndicateq were not intended to guarantee profits' but

were, in fact, a punitiye measure to di.scipline industry' and restrict its

power. The outcome of this policy, ho$ever. \^las to actually strengthen the
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position of the industrial class within the state apParatus. As an exanple,

The C.I.F.T.S.P.. restyled the Employersl Syndicate of the
Textiles Industries of Lhe State of Sao Paulo, nearly
doubled in size and federated under the Center of Industries,
which was renamed Ehe Federation of Industries, of Sao

Paulo. The syndicates acquired further prestige because they
were eligible to participate directly in newly created govern-
ment csrunissions lit<e the Tax--payers Council and the Advisory
Economic Council- of Sao Paulo.o

By turning indus.trial groups into syndicates, duplication was virtually

eliminated. Industry was rationalized and its productive capacity enhanced,

Leading to what Furtado ch€:racterizes as the second wave of accumulation,

the first having occurred with the state's purchase of the coffee stocks.

Increased output due to more intensive use of the capacity
of equipment and the lab.or force (working tr^/o or three
shiftE) was paralleled by a reLative rise in the prices
paid by tlle consumer, whose needs had hitherto been sat-
isfied by imports. In this qrayr there tras a simultaneous
increase in production and relative prices, allowing for a

e?errer rate of return. ...This accumulation was reinforced
by the spontaneous transfer of resources from the exporting
sector, whos.e rate of profit was on the decline.v

The spontaneous transfer of resources was a consequence of the oligarchyts

dependence on th.e industrial sector for consumer goods, and some producer

goods, another factor which enhanced the influence of the industrialists

oyer the central government.

Munck justifiably reasons that the most significant aspect of

state intervention during Lhe transitional period was that dealing with

lahour. The intent of Vargas' sociaL legislation was best summed up by

a BrazlJian politician who warned, ttWe must make the revolution hefore the

"1Opeapre oo. It was thrcugh the effective control of the working class

tha.t the state was able Eo creaLe a new social- basis on which to legitimate
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itself. Labour organizations, like the manufacturers' associationsr were

forced into government sanctioned syndicates. This policy followed the

fo::rnation of two new ministries, the Ministry of Labour, and the Ministry

of In.dustry and Cormerce, whi.ch were for the first time independent of th.e

Ministry of Agriculture. (that industry and labour were 1-umped together

under agriculture is indicative of the pervasiveness of the rural oligarchy

until this point.)

In the first three years of the provisional goverrunent, several

demands of the trade unions were met by Vargas. These demands included:

the two-thirds law, which required emptoyers to ensure Ehat Ewo-thirds of

their employees were Brazilian born, the official recognition and syndicaliza-

tion of the trade unions, plus laws dealing with such issues as holidays,

$rornan and child labour, eight hour workdays and guaranteed work contracts.

Althcugh these concessions constituted a major breakthrough for the

Brazilian working class, they were not r,ri.thout advantage to the regime.

The manner in which the labor ministry dispensed and
implemented the nere regulations demonstrated to both sides
that their pr-r.rpose was to maintain the existing soci.al
order by trading concessions to the workers in return for
political q,ri"sIerrce. 11

The concessions mirde to labour were necessary to create a stable market for

industry, and to legitirnate the state as the true rePresentative of the

masses, Thus the strengthening of labour's position within the indusLrial

economy was crucial to providing a social basis for capitalist development

in Brazil.

Vargas was careful not to disrupt the plantation economy with his

labour legislation. Unionizatiorr, tor example. was restricted to the cities.
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mercy of the local l".d"r"."12 Some of the new measures were sPecifically

designed t.o benefit Ehe landornmers. such was the case with the law dealing

with tt,e unemployed. Those unable to find work had to register with the

Ministry of Labour which would send a'e rnany workers as possible back to the

plantations.

The policy of the state during the transitional period, between the

coup and the proclamation of the Estado N6vor served to reinforce the con-

tradictory- unity of the producEion process in Brazil. The plantation economy

was protected by efforts of the st€te to stabilize price levels for agricul-

Eural and mineral exports* while the stil1 developing industrial sector

became more profitable under government directives irhich had the effect of

rationalizing production. The increasing productivity of Et.e manufacturers '

combined with a captive market provided as a result of the international

economic crisis, enabled BraziLian industrial production to increase at a

rate of LI.27" per annum between 1933 and 1939.13

Hoviever, the 1930s saw tte growth of an increasingly unmanageable

balance of payrnents crisis which threatened the stability of the production

process in all sectors of the Brazilian economy. This crisis could only

be resolved by towering tariff barriers on imported manufactures, which had

resulted in the levying of duties on Brazil's agricultural exPorts by her

main trading partners. Vargas resorted to this trade-off after L932, as

a means of increasing Brazilts. reVenues. through the growth of export sales'

Such. a policy- was not greeted with enthusiasm from the industrialists. As

Dean notes., ttThis implled not only the sacrifice of certain manufacturing
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firns; it also demolished the stability of protection upon whic.h all manu-

facturers utterly depended."14 As a result of the tariffs policy, imports

began competing with domestic products. The value of imports coming into

Sao Paulo alone quadrupled between L932 and 1936, and increased by $25

rn:i11ion in 1937.

Such an enormous increase led to Brazil's first negative balance of

trade since 1920. Depreciation of Brazilts currency accelerated Lhe deterior-

ation of terms of trade. TabLe 1 beLow, using 1929 as the standard, shows

the degree to wh.ich Brazil's trade balance had declined by L937. It suggests

that while Vargas t attempts to increase the amount of exports nf.ght have

enjoyed a certain degree of success, their value in relation to imports

declined considerably leading to unfavourable terms of trade. The government

even repudiated part of Brazil's foreign debt in 1934116 hoping the money

saved would compensate for the higher cost of imports. In fact the savings

only induced Brazilian importers to buy more. Brazilian importers as a

whole purchased approximately $84 nillion worth of goods over the 1935 level.17

Tab1e 1

Year

L929

t937

Export
Quantum

100

130.2

Export
Prices

100

101

Econ6mico de

Import
Prices

100

L96

Terms of
Trade

100

5Z

Importing
Capacity

100

ot

Import
Quantum

100

7 6.9

Isn6rica Latina (trcl,A, 1949).18Source: Estudio
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Ir was evident by late 1937 that state intervention on an unpre-

cedented scale was th-e onl-y means of correcting the growing distorti.ons

in the Brazilian economy.which were reflected in the balance of payments

crisis. The old mechanisms of propping up the: coffee industry and offering

incentives tc raise the level- of exports proved insufficient to alleviate

Brazilts economic probl-ems. In addition, the decentral-ized character of

Lhe BraziLian federgl system, which had remained intact after the coup,

left the central government without the powers necessary to implement a

comprehensive state-led programtre of economic deveLopment. Consequently,

Vargas" with the support of the nilitary, decreed an end to constitutional

governmentr and assuned dictatorial poqrers on November 10, L937. As he

put ito|tBrazil had no aLteraative but to ins"titute a tstrong government

of peace, jus:tice and work ... in order to adjust the political organism

to the economic necessities of the cotrntt'rrt.t'19

Estado N6Vo: Blueprint for Dependent Developg.ent

The term rcorporatistr has often been used to characterize the

Vargas regime during the period of the Esrado N6vo from 1937 ro L945.

S.uch a characterization can be rnisleading if one accepts the bourgeoi.s

interpretation of corporatism as,

.,.a system of interest group repesentation in which
the state plays a major role in structuring, supporting,
and regulating interest groups with the object of control;-
ling tieir iniernal affairs and the relations among them.20

This interpretati.on denies the class content of corporatist ideology which

is ai.roed at subduing the disrugtive potential of working class orga.nizations

within capitalist productlon. Consequently, it was the unions which were
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the primary targets of state regulation under the Estado N6vo.

In ttris \ray the capitaL-wage labour relation came directly
under the aegis of the state, moulded into a class-collabora-
tionist structure and subordinated to nationalist ideology^"
This has been called a poLicy of rrpre-emptive cooptation.""'

The labour legislation of L943 went so far es to define a trade union ag

a body "which collaborates with the government for the development of

sociaL solidaritr,."ZZ This definition senred to justify the outlawing

of strikes, a measure written into the c.onstitution of L937.

Strikes were defined as anti-social, as being seen as Part
of that 'class struggle' which the preamble to the constitu-
tion explicitly rejected, and incg4patible wirh the superior
interests of national production.'-

Preemptiye cooptation was. in fact a combination of cooptation and outright

coercion through the exclusion of autonomous working class organizations.

Ttle introduction of social welfare legislation, including medical and pen-

slon benefits, helped to legitimate Ehe goyernment to the workers. However,

manipulation and direct control proved to be the cornerstone of Vargas'

labour policy- during the Estado Ntvon particularly after 1,g4L. Skidmore

notes the various means by which the state came to dominate the unions.

They included; government recognition of each union as the sole basis

for its legality, Ehe planting of government agents in union leadership

positions, and the collection of compul-sory union dues, the distribution

of whictr-was at the gole discretion of the Ministry of Labo.t.24 Using

these methods the government was able tg capture key uni.on positions frorn-

radical union activists who w-ere dominant in Ehe labour movernent prior to.

L937 .

The Estado N6vo lepresented a consolication of the changes initiated

after the coup of 1930. The pursuit of free trade \das no longer a high
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priority with the government. A conscious policy of import substitutionl

was adopted by the state which eliminated the privileged status which

imports enjoyed during the free trade era of the mid l-930s. Vargas

sought to replace as nany imports as possible with Brazilian manufactures.

Thus, ftthrough the manipulation of fiscal measures, exchange controls, import

quotas, and credit controlso the staEe acquired the ability to protect and

subsidize private domestic manufacturing."25 The encouragement of domestic

production through government stimulation signaled the end of Vargas' cormit-

ment to trade liberalization which he had adopted in the early 1930s. The

shrinking market for Brazll!s agricultural exports, which rras a consequence

of the increasing severity of the world economic crisis, undermined Vargas'

efforts to resolve the balance of payments crisis through export sales. As

a res.ult, he waE forced to adopt a nationalist economic strategy favouring

domestic production over imported goods. This strategy was encouraged by

the deeline of production in the advanced capitalist countries, and the

inaffordability of what iroports were available. These factors combined

to give import subsEitution a momenLum of its own, particularly during the

second world war. Although originally this process was intended merely to

satisfy internal demand., import substitution generated the need for imported

intermediary and capital goods as w,ell as sorne raw maEerials not available

at home. As Furtado suggests, while import substitution tended to expand

with production, it was itself ttr-e key to ttr-e accumulation process during

the Estado l{6.ro.26 We sha1l see, however, th;.t this key to industrial

expanslon, itsell, created ohstacles which eventually impeded capital accumu-

lation and generated its own economic crfsis.



66.

The expanded role of the state in the accumulation process was made

explicit in the new consLitution.

Now" the state was to have the right to intervene in the
economyttin order to supply the deficiencies of individual
initiative and coordinale th.e factors of production so that
conflict nay be ayoided or r:esolved and a consideration of
the interests of the Nation, xepresented by Ehe State may

he introduced. tt27

Emphasis on the interests of the nation was ibportant in gaining the support

of the nilitary which, aE Peter Evans' sr,rggests, was concerned primaril-y with

national security.23 The alliance of the military reformers and the conserva-

tive senior etaff was an important factor in shpping the Estado N6vo'

The latter accepEed interventionism, provided it was done

undert':econtroloftbehierarchy;theformeraccepted
hierarchlcal control, provided the trierarchy agreed Eo inter-
yention. The hybrid that resulted was certainly hierarchical
and interventi.onist, but hardly refo:mist' zv

It was Ehis conservative brand of interventionissl, or statism, which lay

behind the military's strong suPPort of a domestically-controlled oil and

steel inC,usEry in the late 1930s, an objective that was felt to be crucial

to Brazil's defence capability as well as her industrial development'

Governnent economic policy under Vargas during the Estado N6vo senred

directly- to promote th-e private accumulation of capital. As Miguel Arraes

explains,

This interventionist policy was not aimed at preventing or
limiting the actil/ities of the private sector but, in the
conrrar!, at giving it the opportunity of further development.
Its principal featureS can be susmarized as follows: on the:

one hand, to private lnitiative was reserved investment in
. lhose se,ctors producing consumer goods in which, rrith a

protec.ed marklt, the ".r""""" of the undertaking and a high
return on the invested capital could be forecast. Qn the
other hand, ttr-e SEate took clrarge of the lnvestments whose

profitability seemed doubtful ot dlfficuLt to realiz" .t{n
which reqrrirld a particularly long and sustained effort.Jv
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The state then assuned responsibility for industries which required a large

scal-e, long term conrnitment with regard to investment caFitaL' In the case

ot Brazi1r s na1ional bourgeoisie such a co*'nitment would have been beyond

its capability. The army! recognizing the weakness of the industrial class,

backed Vargas I wide ranging policy of state intervention.

The first industry to feel the effect of this new policy was the

oil- industry, which was centralized under the auspices of the National

Petroler:m Council in 1938. This council, which was later changed to Petro-

bras, \^ras responsible for both oil exploration and production.

A high priority for Lhe governmentr and the army, was the develop-

me:nt of a modern national steel industry. As Dean points out, "A large-

scate, integrated mill that would employ coal for the coking Process* was

an ismense technical and financial problern, and yet it was the key to

future industrial development."3l Vargas initiaLly hoped to attract a

foreign steel company to construct the mill at Volta Redonda. However this

plan did not succeed, as most steel producers were fearful of competition

from Brazil. and in particular the loss of the Brazilian market- Conse-

quently, the government had no alternative but to construct the nill

itself, financing the project through a $20 rnillion loan from the U.S.

Export-Import Bank.32 The steel mill was constructed by 1941, under

government suPervision, which brought even more suPPort from the army'

Brazilian industrialists as well could find comfort with a state-operated

steel industryr as it$ neutrality would pose no threat to any particular

*There were already
wh-icb- relied on an

several sqall steel plants in
o]-der, Less efficient procesQ

production in Minas Gerais
of using charcoal for coking.
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33group.-" In this \^ray state intervention served the interests of the various

fractions of the domf.nant class in Brazil, including foreign capital which

increased its influence oyer the development process indirectLy tbrough its

financial support.

Although state intervention in the transportation networks had

already begun during the 01d Republic. the process lras accelerated consider-

ably during the 1930s and 1940s. For example, Table II shows the expansion

of government control- of the railways during this period.

Tdbl.e I1

Adrnin:i.stration of the Railroads (%)

Pub 1ic Private

L929

L932

L945

1953

49

68

72

94

51

32

28

A

34

Vargas als.o nationalized the coastal navigation company and placed the

entire road network under the authority of the federal government. Thus.

the state fulfi1led the vital role of assuming the costs of infrastructural

dwelopment on an unprecedented scale under the Estado N6vo.

The production needg created by the war brought increasing pressure

to hear upon the working clags hy the $tate. Complaints from the industrial-

ists that the labour 1ar,ss protecting lrorkerst rights were too rigid. gained

an increasingly. syrnpathetic ear from the government. The need for increased
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production led the government to relax many of Ehe labour laws facilitaEing

an intensification of the accumulation process. The work day increased

to ten hours and working conditions deteriorated. Workers employed in

areas deemed militariLy essential were forbidden to ehange or quit their

jobs. Younger children $rere permitted to work for lower $rages. In addition,

Union meetings, it was decreed, could not be held unless
prfor- written pe::rrission had been obtalned from the author-
ities. Enerny nationals were forbidden to attend union meet-
ings or to vote in union elections.2<At the time 12 PeT cent
of the work force was foreign-born."

The government d:i.d raise rninirn:m wage levels, but wages continued to lag

far behind the cost of living. Consequently, the years of the war rePre-

sented a major setback for the working clas:s as a whole.

At the saae time that the war reinforced the authoritarianism of

Estado N6vo, it aleo exacerbated che tensions which had existed through-

Vargas'ru1e.

One of these was between the more nationalist elements of
the bourgeois,ie, strongly advocating state intenrention
to accelerate the move towards import substitution, and
others more open to the demand for the involvement of
foreign finance and technology in that process' a con-
troversy'that was linked, in turn, to the argument over
the need for strict authoritarian control or for the
expediency of a return to some fo:m of liberal democracy
reflected.it " Party system of government through
Congress. Jo

Flynn suggests that this tension called into question the role of the

grotting urban proletariat in ttr-e political system. With Brazil engaged

in r^rar on Lhe side of the al.lieq in the name of tdemocracyto it became

clear that the authoritarian form of the Brazilian state would no longer

be consistent with the international ideological framework of postwar

the

out
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bourgeois society. In addition, the enlarged role pl-ayed by the Unired

States in Brazil-ian industrfaLization, illustrated hy the $20 million

loan for the National- Steel Cmpany, resulted in American pressure on

largas to adopt a constitutional forn vrhich was more consistent with that

of BraziLrs a11ies" th-an her foes. A refined version of the Estado N6vo,

then, had to take into account; the need for increased participaEion of

the working class in poLitics, the need to develop a political form more

closeLy identified wlth bourgeois democracy, and the recognition of the

Lnterests of foreign, particuLarly American capital in Brazilian industrial

development.

The period of the Estado N6yo can be described as one of t con-

srervati've mode.rnlzaLiont. It represents the internationalization by the

state of the relations of dependence, a process under which the state

takes the Lead in fostering industrialization, and literally assumes the_

cost of dependent devel.opment. This leadership role assumed by the

state coincidee with. the inability of the progressive class to advance

openly.

...resulting in a simultaneous revoLution/restoration.
In Brazil this res.ulted in the failure of the industrial
bourgeoisie to seize political porf,er and led to the
7937 \'compromise" lqtween itseLf and the o1d dominant
aggrarian sectors.J/

The statets role in this compromise vas to lead th.e industrial class in

the process of economic developnent, aq the industrialists Lh.emselves \,sere

incapable of leading it. fhie role is rrllus.trated by analogy through

Trotskyrs assessment of 'l.ate' development in Czarist Rugsia. He

explains,
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The state in its turn strove to force the development of
social differentiation of a prirnitive economic foundation.
Furthe:more the very need for forcing, caused by the weak-
ness of the sociaL-economic formations, made it natural that
the state in its efforts as guardian, should have tried to
use its preponderant power to direct the very development of
the upper classes according to its oqm discretion ... the
state strove with all its power to accelerate the countryts
natural economic developme"t.38

Such a role requires a specific forur of political domination of the subordin-

ate classes. Until L942 that for:n was corporatist, but after that point

changes were evident that suggested a modification of the Estado N6vo was

taking place.

The new political form which began tc take shape during the: war was

that of the 'populisttgLate. This fom consisted of three main elements.

First, it promoted social conciliation based on the paranount interests of

the nation state. Second, it fostered the idea of atttdrive for develop-

ment', aurbiguously posed between 'autonomous' and 'dependentt, but always
?ocapitalist."u' Finally, it used as its focal point the charismatic leader

who acted as the personalization of pc,wer. As Munck suggests, the populist

state is,

...a form of political organization of the relations of
production during a period in which the productive forces
and the internal merket r,eere expanding. Its main function
as a state form was to effectively, in one and the same
movement, depoliticise social classes in politicising the
alliance and harmony amongst social classes.40

In conforming to the new political environment, Vargast political strategy

fuom 1942 until his fa1l from power in 1945, "gave a more positive, but stitl

controlled, role to the working cLass", giving it more a

than in substance with respect to class relatioo".41 lle

for the worker ttto integrate himself more closely in the

change in style

stressed the need

organization of
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the State."42 Integration was posed as the alternative to class struggle,

which Vargas claimed \iras an idea promoted by 'agitatorst and tdemagogues'.

In November 1943, he announced wage and salary increases to state employees

and expressed hope that such a move would set an example for private

industry. This measure served to regain for Vargas, much of the suPPort

from labour which he had sacrificed at the beginning of the war. Consequently,

Vargas was widely supported as the presidential candidate of the officially

sanctioned Brazilian Labour Party (PTB)* in the elections which were finally

announced on May 28, L945, and scheduled for December 2 of that year.

However, Vargas.t popularity wittr labour, combined with his endorse-

ment of economic nationaLism, served to fuel the suspicions of his opPonents,

at home and abroad, paxticularly in the United States where Adolph Berle,

American ambassador to Brazil, spoke out in favour of the oPPosition.

Within BtaziL the opposition tended to coalesce around an uneasy alliance of

arrry officers and representatives of the middle class under the banner of

the National Democratic Union Party (Unn), Both groups feared the per-

ceived increase in the polrer of Labour under Vargas, and the raiddle clas-

ses in particular pushed for a return tc a liberal democratic political

framework. Convinced thaE Vargas intended to retain the presidency through

a direct appeal to the urban masses, his opponents, with the backing of the

a:med forces, forced Vargas to regign on October 30, Lg45, and managed to

keep hiur out of the political arena until his comeback in 1950. Neverthe-

1ess, the institutional changes which took place after 1945 did not seriously

compromise the basic renets of the EsEado N6vo, particularly with regard

to the authoritarian control of the working c1ass, a system referred to as

*
Eyen though Vargas never officially accepted the candidaey.
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ttrabalhismo'. Even without Vargas in pcwer, the corporatist ideological

basis of Getulism remained a potent force behind Brazi-L's political and

economic development.

The New Connpromise and Economic Growth in the Earlv Postwar Period

The weakness of the liberal forces became evident with the defeat

of the llDN in the elections of Decernber 2, L945. A coalition of the Social

Democratic Party (PSD) and the: PTB scored a decisive victory under the

leadership of General Enrico Gaspar Dutra. This alLiance rtas the embodiment

of the contradictory unity of Brazilian dependenL capitalism, and represented

what JoSo Quartim refers to as the 'twin pillars of Getulismr. On the one

hand, the PTB was the official party of labour based in Sao Paulo and Rio de

Janeiro. On the other, -

The PSD was the party of vargas' provincial bosses, rallying
the greater part of the rural oligarchy. It stood for the
continuation of Vargast strategy: maintenance of the stafus
quo in the countryside, government control of the working
class throtigh state-sponsored economic devel.opment and the
official tt.a" unions.44

Thus the class forces which fomed the basis of the Estado N6vo were also

dominant in the constiEutional political framework of the Postwar era.

State intervention after the war was not always intended as a direct

stimuLus tc industrial development. In fact, the state con-trols introduced

in L947 were a response to the increasing balance of payments crisis which

was taking its to1l on BraziL's foreign exchange reserves.

ln 1947 exchange conErols were set uP! together with an
elaborate import 1-icensing system that discriminated
against censumer goods in favor of raw materials and
machiner-y. These measures obviously created a powerful
incentive for BrazLlian industry to expand. Furthermore,
given a high official exchange rate there was no incentive
to export, and investqent was channelled into production
for the home market.45
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The licensing system was supervised by the Export-Import Department of the

Bank of Brazi1 (CSXfM) which by 1950 had virtually equilibriated the balance

of payments. Such intervention also served to reinforce the import substitu-

tion process, encouraging the expansion of domestic industry and increasing

the need for the import of capital goods.

The labour policy of the Dutra regime was guided by a strict adherence

to the most repressive aspects of Vargas' consolidated labour 1aws, which

increasingly alienated the working class. This alienation was intensified

by the suppression of the Brazilian Cournunist Party (fCf) wh.ich had gained

considerable support from labour in the 1945 election. The crackdown came

tn L947 after the PCB had established an independent union structure, the

Brazilian Workers' Federation, which threatened the state's ability to control

the labour movement. Taking advantage of Datra's growing unpopularity,

Vargas was able to secure for himself the suPPort of the PTB in the next

election. Already assured of the support of the latifundists within the

PDS, Vargas aimed for the backing of the army through a poLitical platform

of economic nationalism. As a result Vargas was elected president with an

ove:r'rhelming rnajority in October 1950. Although the mechanism of popular

elections was newr Vargasr return to power' as in 1930n was based on securing

the support of the army and the rural oligarchy. The: support of che masses

only became a factor after he had been accepted by the former grouPs, and

such suppor! was largely the congequence of the unpopuLarity of the incum-

bent regime.

During the 1950s state intervention became a more conscious attemPt

to promote industriallzation in BraziL. This intervention cagre about

largely as a consequence of the recommendations of the Joint Brazil-United
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States Economic Comrission (1951*1953) whose t'1arge Brazilian and American

technical staff made one of the most complete surveys of the Brazilian

economy and formulated a series of infrastructure projects, with programs for

their execution"."46 To implement these and other prograrmres the corunission

established the 'Banco Nacional Desenvolvimento Economico' (BUOU) in 1952.

However by the early 1960s the role of the BNDE had expanded as the emphasis

changed from the development of infrastructure to that of heavy industry,

particularly steel, and later to financing the sale of capital goods and

the expansion of sma11 and medium-sized fitr".47

Vargast economic nationalism manifested itself in the creation of

Petrobras in 1953. Petrobras nas given a monopoly on all future oil explora-

tion and refining. As Quartim notes,

The Petrobrds project led to fierce debate over details
but some fo:m of oil nationalization was supported by
almost every sectionr,gf the properties classes themselves,
and even by the UDN.-"

State ownership of the oil industry was also backed by the military which, as

mentioned earlier, was considered crucial to national security. Furthermore,

t'Petrobras gave Ehe state a powerful lever with which to shape and direct

the process of accusrulation."49

Electricity, the development of wtrich was equatly as important as oi1,

was promoted initially on a regional basis with each of the induscrially

advanced states establishing its ohrn company. However, after the nationaliza-

tion of the Arnerican and Foreign Pcryer Co. in the early sixties, these compan-

ies'became subsidiaries of the state-controlled holding company, Electrobr6s.

State ownership gave the government the power t.o impose price controls,

throughout the public utilities industries, which limited Ehe cost of production
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for private industry, thus encouraging industrial expansion.

While the state concentrated its efforts on infrastructure and basic

industries such as iron and steel, private capital continued to expand in the

nehrest and most profitabl-e fields of industry. This expansion over the course

of the 1950s brought to light the fact that foreign, not national, capital would

be the motor of BrazLlian industrial production. The most profitable fields

of investmentr such as the automobile industry, chemical industry, mechanical

indtr.strf and heawy and light metallurgy were all developed under the aegis of

foreign capital. As Dos Santos explains,

The new industrial sector that developed became the most dynamic

area of the national economy. The entire econolBy had to be

reorienged in terrns of its technological, organizing and

economic leadership. National capital and the technocrats
had made an enormous effort through extensive exploitation
of the working classes, to establish a base for Brazilian
indus trialization, with elaborate measures to protect the
national market. However international monopoly capita}
received most of the benefits from this effort, and the
national bourgeoisie had to content itself with becoming
junior partners. )u

The state stTongly encouraged this imbal,ance by offering preferential exchange

rates anC, eliminating tariffs to foreign firms on imported equipment, while

at the sane time offering no financial assistance to domestic equipment

51industries.-- Such a policy provided the cheapest and most exPedient means

of developing the economy as a whole. Vargas, and later Kubitschek, could

ill-afford to take the more costly route of financing Brazil's less

developed capital goods ind.ustries. In pursuing the, primary objective of

expanding Btazil's industriai capacity, the state was forced to accePt the

predominance of foreign capital in the most advanced sectors of the economy.

Thus, the economic nationalism espoused by Vargas and many of his successors

was bound by the parameters of dependent development which is illustrated by
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the dramatic increase in foreign investment as Tabl-e III below shows'

Table III

Direct Foreign Investmen! ir-r Br9zi1

-G;;ilTions 
of U.S. dollars)

Year

Direct
Investment

Year

Direct
Inves tment

r950

39

1958

L28

1951

67

L959

t-58

L952

94

1950

138

19 53

61

1961

L47

L954

52

1 QA)

L32

r95 5

79

1953

87

L956 L957

139 L79

L964

86
q)

Despite the nationalist rhetoric of government economic policy, Brazilian

private and public capical investment was restricted to a few key suPPort

industries. The role of public capital investment during this period was

crucial in facilitating the rapid growth which occurred under Kubitschek'

As Munck explains,

It is this important state sector which lays the. infrastructure
for the boom of the Kubitschek period (1955-1960). The state
was to become a fundamental element in the I'great leap for-
ward" promoted by Kubitschek's Plano de Metas (Target tllt),, s:
whose avowed aim was to advance Brazil "fifty years in five" ' 

--

In this way the state and foreign capital made up the driving force behind

industrializaticn, with national capital as an active but subordinate element'

The Kubitschek regime whj.ch lasted fron 1955 to 1960 represents

the most dynamic period of industrial expansion in the Post-erar period,

prior to the military couP. Production in the most advanced sectors, includ-

ing chemical, metal fabrication, transPortation equipment, etc., grew from

42.92 to 52.4"1, as a proportion of the total industrial output' The
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frestricted industriaLizationr*r which characterized the period from 1933 to

1955 gave way tor

. . . a nevr model based on a bl-ock of highly compleurentary
investments earried out between 1956 and 1961 which comp-

letely transformed the structure of the productive system.

This has been referred to as a Process of "heavy industrial-
ization" because it resulted-in the accelerated growth of
the production goods sector.)4

This process of heavy industrialization resulted in a real economic growth

rate of 87" per year between 1956 and 1961 which \^7as approximately three Limes

the Latin American..r.t"g..55 As Munck noLes, the state played a major role

in this grc'wth.

Government participation in fixed capital fo:mation more than
doubled between L947 an:d 1960 (with a steep rise after
1955) and if we include fixed govelnment enterprises we

find that its share approaches 50ll in 1960')o

In short the role of the state during the doom period of the 1950s can be

surnmarized as fo1lows. It assumed financial and administrative responsi-

bility for infrastructuTal development including transPortation networks,

energy and petroleum. It used state financial institutions such as BNDE'

SUM6C (Superintendency of Money and Credit) and. SUNDENE (Superintendency

for the Development of the Northeast) tc attract foreign investment to

Brazil. Basic industries such as steel were developed through state

initiatives with help from foreign creditors. These fo:ms of state inter-

vention were critical to Brazilrs tremendous economic expansion during the

late 1950s. At the same time state intervention was made possible by the

expansion of international capital into Brazil" and the "Third World" in

^'Restrictedt because it lacked the technical/financial base necessary to
create a production goods industry necessary to independent developlent.
Lacking such a base, industrial growth was res:tricted by the statets ability
to purchase production goods from Ehe advanced capitalist countries.
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general, after the recovery of Europe under the

ndent Develo

Marshall P1an.

nt

reetricted' to theavy industrialization' in

shift from the traditional, labour intensive

and textiles to capital intensive industries

and basic metals. This shift reflected an

rising organic composition of capital which

Table IV

The transition from '

the late 1950s rePresented a

industries such as foodstuffs

such as machinery, chenical-s

industrial growth based on a

Table IV below shows.

1940 1e:0 1e6o

228 508

t76 284

249

L75

Production Goods

Value of Production
Employees

Consumer Goods

Value of Production

Employees

100

100

100

100

L76

L54

The disjuncture between produ.ction and employurent becane even more acuce

between 1959 and 1964 when industrial value added increased 3OZ while

industrial employment declined by 2%.58 rn acdition to lower employment

levels, the 1950s witnessed a decline in real wages in the industrial areas

as shown in Table v. That the wage levels in these areas did not decline

further was due to the increasing militancy of labour during Vargas' second

Eetln.

os ition
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Tab1e V

Index of Real Wages of Industrial
Workers

Year Guanabara (nio) Sao Paulo

l-940

t949

L959

100

6t

IO

100

100

95
59

Vargas had made concessions to the unions in exchange for their suPport in

the elections of 1950, which resulted in a more powerful voice for the

workers. In less advanced states the deterioration of wages was even

greater.

While employurent and real wage levels continued fo decline, prices

tended Eo escal-ate at an ever-increasing raLe' as indicated in Table VI'

Table VI

Frice Index

L945 100 1950 1014

1950 165 1961 1530

1955 368

The decl-ine of rea.1 wages along with the rise in prices concributed ini-

tially to a concentration of wealth in the hands of the dominant classes,

particularly those linked to the dynannic sector of the economy. This was

a major factor in the extraordinary growth of capital during the Kubitschek

regime.

OU
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Increasingly during the late 1950s the state came under Pressure

fro,m divergent class interests, producing social tensions which led to

political and economic instability in the early 1960s. Flynn notes that,

wage- and salary-earners grew louder in their claim for
more money to klep up with inflation, industrialists
demanded tontinued, even wider credits to finance their
growth, foreign bankers grew steadily more alarmed at the
ii"ittg inflation and at a swel1ing chorus of nationalist
criticisn which accused interests outside BtaziL of being
more anxious. over their investment and rate of profit than
the needs of BrqziLian develoPment and national develop-
ment generallY. or

This' swel1-ing chorus of nationalist sentiment was harnessed by Kubitschek

within the framework of whaL became known as tdevelopmental nationalism"

The strategy put fomard under this rubric represented,

...the reinforcement of corporatism as the most dominant
theme in the ideol-ogicaL state apparatus by an aggresslve
nationalism through which the government associated with its
economic policies social- groups whose real interests b{ too,
means had been shown to he identified wittr those policies'"'

What this entaiLed for the working class was an attemPt by the Ministry

of Labour Eo tighten its grip on union organizations through a system

referred to as 'peleguismo'. This system was based on the authority of a

group of union leaders, 'pelegost, who were, in fact, clients of the

Ministry of Labour. The pelego's perspective was t'rcharacteristically

anEi-worker', being at besC Paternalistic in his attitude, regularly preach-

ing conformity, restraining atteopts at revolt, and containing the class

. ,163
s Eruggr e.

The tightening of state control over the unions was complemented

with t<ubitschek's encouragement of working class ParticiPation within the

institutional frasrework, under the leadership of Jodo Goulart, Vice

President s.ince 1955 and head of the PTB. Goutart \'ras able to rnobilize
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union support for Kubitschek under the populist rhetoric of developmental

nationalism. Hcrnrever, of more imnediate concern to labour was the fact

that Kubitschek vras seen as the only effective barrier to the incursion

of che armed forces inro the political arena. That threat loomed large in

the minds of Brazi-lian workers after military opposition within Vargas'

cabinet during his second elected term, had res,ulted in his suicide in L954'

Fearing the repercussions which a military government would have for work-

erst rights, labour remaine.d a supporter of the PSD-PTB alliance headed

by Kubitschek, until the end of his term. Ilowever as Flynn Points out' the

populist sygtem central to Polterwar develoPment, contained fundamental con-

tradictions which ultimately could not be resolved without a change in the

institutional configurarion of Brazil-ian po1-itics'

- That system had always cont.ained severe tensions, seeking
both to hold together a multi-class coalition, yet also
to offer a measure of redistribution and a greater degree

of political participation to previously excluded social
groups, who inevitably would tend Eo challenge the very , i't.
syscem through which ltt"ir opportunities had been provided.o+

It was the mobiLization, and challenge' of the working class which would

by L964 draw together the competing bourgeois fractions with nilitary

to reaffirm thei-r hegemony through a military dictatorship.

The growing challenge of labour \.ras a consequence of thel exten-

sion of pCB influence in the union movement throughout the 1950s. Paraltel

trade union organizations were fo:med in Sao Paulo and Guanabara under

communist leadership" and by 1962 the majority of these otganizations r,rere

linked through the Cornando Geral dos Trabalhadores ( the General Workers'

tCorrnandot). Those paral1e1 organi-zations were successful in extracting

wage concessions from the government for public servants and the nilitary,
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but as mentioned earlier, wage increases tended to be offset by the rise

in the cost of living. The $rage concessions did, hovrever, serve to further

strain the federal budget fuelling the fiscal crisis with which neither

Kubitschek nor his successors could coPe. An anti-inflation Program worked

out by Kubitschek in cl-ose cooPeration with Ehe International Mcnetary

Fund(IMF)wasabandonedinJunelg5gJwhenitbecameclearthatspending

cuts required in public spending would compromise the Target P1an, initiated

under Vargas' second tem. which set production quotas in Brazil's basic

industries. The program would also have led to further conflicts with

organized labour, particularly in the public sectori which Kubitschek was

unwil-ling to risk.

Publ-ic employees were growing rapidly in numbers as a

distinctive Lranc.h of itre state apparatus, anc. their-claims
forresources)andmoun.tinganxietyovertheirrelative
placing in an inflationary econony, -now.pecane 

one of
the major factors of natitnal politi""'o)

Thus Kubitschekrs cornnitment to development, and his desire to maintain

social peace, precipitated the inflationary spiral which undermined the

governments of JAnio Quadros and Joio Goulart'

knport substitution was another major factor contributing to infla-

tion in the 1950s and 1960s. Industries producing goods formerly supplied

througtr- imports were protected by high tariffs imposed by the governnent on

any foreign comPetitors.

Industrial gror,rth based on the substitution cf home-

produced goia" for imports, and indiscriminate protection
*".trrt"" and the monoiolistic conditions of operation of
the industrial sector ensured it an excess profit margin'
The guarantee of high profits made it unnecessary to
pursue greater tech;ic;l, economic and administrative

"tti"i.rr"yt 
the under-utilization of production capacity

together "itt 
Ehe restriction of suppLies, which was its

consequence' were amply comPensated for by the increase in
o.i.es ...65
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Inflation was therefore a part of the internal dynamic of dependent

development which served as a redi.stribution of income in favour of the

industrial class. The investment potential of this inflaEionary Process

would only last as long as Brazil enjoyed a favourable balance of Lrade,

and as long as iurport suhstitution had room to 
"*p"rrd.67

As Brazil- entered the 1960s the linitations of import substitution

became evident. The process.had not reduced Brazil's dependence on imports,

but merely changed Ehe pattern of dependence'

In the initial years all internediate as well as capital
goods have to be imported; and even if a country succeeds
in achieving some vertical integration, there will always
remain a traia core of basic products that resist substitu-
tion. In addiCion ... one must remember that few nations
are self-sufficient in such industrial raw materials as

ferrous metals or energy resources; and these physical
constrainLs are likely to ensure a Permanent reliance on

imported industrial inPuts. 68

It is at this stage that import substitution reaches what Furtado refers

to as its point of relative saturatioir.69 When the Process of development

reaches this 1evel any constraints on import capacity can have serious

economic consequences. Such constraints no longer translate into a mere

decrease in the import of consumer goods.

A decline in a country's capacity to import intermediate
and basic industrial goods effects the healEh of
domestic industry, slows down production and reduces employ-
ment levels; in short, such a constralnt is capable of,
a huge rrultipl-ier effect within Lhe national econoty.T0

Inport capacity becane increasingly res-tricted in Brazil during the late

1950s and early 1960s. One reason for this constraint was the fact that

industrial production was geared mainly to domestic consumption rather

ihan export, which limited ther amount of foreign exchange it could generate.

As a result, Brazil remained dependent of the export earnings of the primary
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sector to cover the cost of importing intermediate and producer goods.

llowever as Table VII below shows, exPort earnings from traditional cofltrtro-

dity exports declined steadily under the Kubitschek, Quadros and Goulart

regimes. The decline in the value of Brazil's exports ma.de imported pro-

ducer goods al-l the more exPensive, and it became necessary to rely on

financial assistance from Ehe developed countries, particuLarLy the United

States, to rnaintain the pace of economic development' Such assistance,

in the form of aid and loans, exacerbated further the balance of payments

deficit and created a huge foreign debt. Dos Santos notes that during the:

early 1960s, the interest payment on Brazil's foreign debt reached 40

percent of her total export it"ot".71

Tabl6 Vrr

Prices of Selected ExPorts(rna roo)

1953 100

L954 L24

1_9 55 88

L956 88

L957 84

1958 76

L959 60

1960 61

1961 60

L962 56

1953 54*

Year Coffee Sugar

100

88

93

98

123

86

78

85

96

101

L4L*

average

Iron Ore Total Exports

100

1L7

93

89

91

84

7L

70

7L

67

66*

Cocoa

100

L62

108

77

92

L25

108

80

64

63

74*

100

87

80

87

93

93

IJ

67

67

60

59*

Cotton

100

99

103

82

92

85

63

66

IJ

7T

72*

*Preliminarv based on of first eight months. 72
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when Goulart cme to Posrer in september, 1951, he r*as faced with

a no win situation. If he attempted to reduce spending to curb inflation,

the result would be a massive increase in unemployrrent and inability of the

government to meet its production targets essential- to industrial growth'

On the other hand a commitnent to economic expansion would fuel even

greater inflation and an even larger balance of payorents deficit' The

choice facing Goul-art reflected a growing polarization in Brazilian society'

The populist multi-class alliance characteristic of the Kubitschek period

\fas no longer feasible. The dominant class, including the rural oligarchy'

the industrialists and the representatives of foreign capital, pressed

for the curbing of Brazil's inflation rate, which by 1961 had reached

12'
37 percent. /J Urban workers continued to organize outside the government-

led labour organizations under the leadership of the PCB. There was also

an increase in pol-itical activity among the peasanLs in the north-east

where the Peasant Leagues, led by Francisco Julido since 1956, becarne more

aggressive in their demand for land reforn. Inspired b;' the: Cuban Revolu-

tion the peasant organizations were dralon inLo'

. . . an unprecedented mass movement for agrarian refom,
s'reng.h;ned the radical forces within the working
class, and inapired a new wave of nationalism among the
intelligentsia and in sections o!.the army - junior
offi.""!' Nco's and lower ranks'74

The increasing militancy of the working class fractured the alliance of

the PsD and PTB which had supported Goulart. Because of Goulart's

historical links with the PTB there w'as chance of his gaining the confi-

dence of the rural oligarchy which formed the base of support for the PSD'

He was ttr-erefore left with no alternative but to shift to the left as



Labour became more militant'

ThisshiftinpolicyorientationoftheBrazilianstatecane

increasingly into conflict with the dynarnic of dependent capitalist

development in Brazil which was centred on the foreign-dominated sector'

supported bY latifundists'

The strengthening of international monopoly capital n?l--
provokedavigorouseconomiccorrcentration.amonopoLLza-
tion of the piincipal sectors which led to an extensive
income redistribution favoring the monopoly capital-
interests.tothedetrimentoftheinterestsofsmalland
medium landotmers and above alL the labor and lower-income
gto,rp".75

Such a redistribution of income effectively restricted investment in the

internalmarketleadingtoahigheroutflowofcapitalincomefrom

BrazIL. As Dos santos noLeE, th.is outflow contributed to a capital- funds

deficit made worse by the increasing foreign debt'

Labour's response to ttr-e gror,iing disequilibriurn in income and the

growing disjuncture between industriaL expansion and employment outlined

earlier" was to use its growing infLuence to suPPort Leftist candidates

for government positions. Thus when Goulart's nominee for Prime Minister'

San Tiago Dantasr was rejected by Congress, the trade unions called a

general- strike which eventually forced Congress to accept another 'leftist'

candidate nominated by Goulart. The most significant victory for the

working class came in 1962 when Goulart in a conciliatory move' granted

the formation of the cGT (General Workers' Executive) which gave labour

an independent political leadership for the first time in Brazil-ian hi'story'
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The CGT for the first Lime' bypassed the whole system

of compartmentalized Lrade "tioo" subordinated to the

I4inistryofLabo:rthrough-theCNTIIllationalConfedera-
tion of Industrial workeis] ' and from then on the unions

werepoliticallyledby.tt-"*"""tivecontrolledjointly
bytheil;-;;ih"pcs-(whi.chhadinpracticebeen
llgallzed).76

Freed of its corporatisE shackles, the CGT began organizing mass rallies and

pressedGoulartforevenmorepolitica].andeconomicconcessions.

By 1963 pressure on the Goulart regime intensified on several

other fronts. The Peasant Leagues adopted aggressive tactics' including

theoccupationoflatifundistProPerty'tomeettheirobjectivesof

agrarianlandreform.Thepeasantsgainedavoiceingovernmentthrough

the election of a reformist, Miguel Arraesr as governor of Pernambuco'

Arraes encouraged the peasants, initiatives, stirring opposition movemen'ts

organizedbytheruraloligarchyandelementsofthearmy.Alsoduringthis

period the student movement became more voca1, and received gOvernnent

support in its efforts to direct a literacy campaign'

Al"lovementforBasicEducationwassPonsoredby.the
uinisrry oi ra,r."aion and had a very difinite political
dimension, officiafry i"te"ded to build a broad political
base for Goulart among those sections of the masses

newlyawakeningtopolitical]-ife,butalsoprovidingthe
UNE (National Union of Students) and the radical student

groups with the oppora.roiiy-rot their orr,-prop.ganda.11

Infaceofgrowinginstabilityfuelledbyaninflationratewhichby

1962 had reached 52 percent, Goulart made a final attemPt to forge a

populist alliance under the banner of economic stabilization'

TheThreeYearP]-an(P].anoTrienal),largelyconceivedbyCelso

Furtador one of Goulartrs cabinet ministers, was drawn up in the early

months of L963. It focussed on Ehe foreign-led sector as the chief

cause of Brazil's inflation and debt crisis' In response' the prograo
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called for a reduction of the inflation rate to approximately 10 percent

without sacrificing industrial growth. At the same time Furtado proposed

a strategy of income distribution and soci.al reform which would stem- the

rising ti.de of labour mi1-itancy'

Andallthishadtobedone,ineffect,withoutalienating
still tnili"t grouPs within the armed forces and among

tot" "orr""io.tlttt 
polir'icians' who were already hostile tot

or suspicious of, Goulart' and without-producing a serious

loss of confidence on the Part of foreign bankers and

investors,*t,ohadalready.beenmadeanxiousovertherise
of inflation since trr" r,rLitschek administration ""d 

ol::, 
78

the incier"ing signs of politicaL and sociaf instabil-ity"'-

TosucceedthegoverlrmenthadtosecureanaE.reementwiththeU.S.govern.

ment on refinancing Brazi-L's crippling foreign debt' when the Americans

tied further loan guarantees to a rigidly enforced austerity Program'

Goulart gave up on inflation and the.plan, shifting his policy orientation

increasingly in favour of his onLy remaining base of suPport; labour'

From November 1963 to March Lg64, the Brazilian state adopted increasingly

radical measures which effectively uniced opposition elements and paved

the way for a militarY couP'

GoulartcalledforaunitedLatinAmericantradepol.icyinfaceof

the econooic pressures of the developed countries at the Inter-American

Economlc and social counc,il meeting in November, 1963. Early in 1964

he introduced several provocative economic measures including: increased

government regulation of foreign capital, agrarian reform policies' profit

ceilings for all companies and price controls on consumer goods' l{or'rever'

the full extent of Goulartrs cosstitment to the popular forces was not

realized until tr^e embarked on a Program of structural reforar along with

the cGT and Erazil's: leading leftist nationallst Leonel Brizola' These

sLructural reforms weTe announced at mass rallies' the first of which was
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held in Rio de Janeiro on March 13, L964, with over l-50'000 attending'

Two irnportant decrees \tere signed publicly at this rally'

...onenationatizingthoseoilrefineriesstillinprivate
handsrtheotherauthorizingtheexpropriationofcertain
categoriesofunder.utilizedlatifundistland.Healso
announcedplansforrentcontrol',taxreform'andtheexten-
sion of "rrifr"g" 

to ill_iterates and soldiers, which were

pt"""oa"d to Clngress in the: presidentts annual message

two daYs later. /Y

Goulart threatened to bypass Congress through a plebiscite if necessary

to ensure the carryi4g out of his structural- refo:ms'

Thegrowingdependenceofthestateonworkingclasssupport

serrred to precipitate an alliance of the dominant class fractions rvith

the support of the middle classes who were now threatened by Goulart's

circumvention of congress and his direct appeal to the workers' In Sao

paulo, right wing politicians with the approval of the nilitary organized

a ra1ly, the 'March of the Fanil-y with God for Liberty' which attracted

250,000 people, chiefly of middle cLass background. The national bourgeoisie'

threatened with controls on its profits, and an increasingly hostile

labour force, \tas left with no choi-ce but to suPport the rnilitary couP

which took Place on APrll 1. 1964'

Sumnarv and Conclusion

The state during the period from 1930 to 1964 took the leading

role in ttre development of industrial- capitalism in Brazil' such a role

is consistent with the general analy+is of the dependent state outlined

in chapter one. under vargas, the state played an increasingly interven-

tionist role, rnaintaining and developing the productive forces within the

linitations of dependent capitalism. To this end state intervention went
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beyond the traditional- role of reproducing the general conditions of pro-

duction. In addition to the develoPment of transportation and comunica-

tions networks, the state played a leading role in Lhe construction indus-

try, oil production and most importantly in the production of basic metals

such as iron and steel.

Foreign capital pLayed an increasingly central role in financing

the development of the producLive forceS in Brazil. Consequently the:

development process itself precipitated the accumulation of a burdensome

foreign debt which vraS exacerbated by'the deterioration of Brazil's expcrt

earnings from primary conmodities such as coffee and cotton' The increas-

ing balance of payments deficit led to the economic crisis and political

ingtability of the early 1960s. Thus, Brazil's link to the world market

continued to act as a fetter on industrial. development. In addition, the

state! s dependence upon the profits of the agricultural sector ill-ustrated

that Brazilts productive forces continued to be constrained by the persis-

tence of precapitalist relaLions of production. The contradictory unity

of dependenE production remained intact'

Ttr-e attempt by the Estado Ndvo to cooPt and regulate the working

cLass through state-controlled labour organizations facilitated the develop-

rnent of working class consciousness in BrazIL. This became clear by the

end of the. Kubitschek adminis:tration when the limits of populist ideology

had heen realized and labour orgarttzations, increasingly infLuenced by the

pCB" becanre more militant in their demands for wage increases and political

power. At the same time tt-at the working class was demanding social and

economic reform, lnternational capital, through the IMF and the U'S'

government, was setting condl.tions for further credit to the Brazilian
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state wh,j ch included a deflationary program designed to create a more favour-

able climate for investuent. Ilowever, union miLitancy, with additional

pressure from the peasantry, students and progressive elements in the atmy'

made the adoption of such a progran impossible within a liberal constitutional

franework. As Munck note$, "It rtras these struggles that transformed an

'economict crisis into an organic crisis for capitalism which bordered on

being a pre-revolutionary situatiorr."80 The organic crisis of capitalism

during this period is. clearly il-lustrated by the decline in the rate of-profit

as shcirm in Table VIII. The falling rate of prof iE is particularly acute in

relation to the rising inflation rate'

Table VIII

Rate of Profit Vis-a-vis Cost of Livin 1958-1964

\lear

1958

1959

1_950

1951

L962

L963

L964

Averase Rate of Profit

2L.27"

22.6

26.3

28.?-

35.2

35.0

27.9

Cost of Living

L8.2%

52,L

28. 8

43.2

51 .0

80. 7

86. 5

The restoration of the rate of profit required coercive policies which the

constitutional state form wae unable to carry out in face of popular Pres-

sure. The nationalist component of populist ideology also became incon-

sistent with the Brazilian mode of economic development which was increas-

ingly dependent upon the leadership of international capital.
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The bourgeoisie as a whole, r^Ihen it saw the capital-wage
relation itself threatened, threw its weight behind the
niLitary coup. Its undoubted beneficiaries were however the
,'internationalized"r ttdynamictt fraction of the bourgeoisie
consolidated since 1956. This fraction supported by a lucid
rnilitary and civilian technoctaclr moved in 1-964 to seize
political power directLy and consol-idate its hegemony wi.thin
the power !1o", so as to sanction and deepen its economic
dominance.64

It was only through the intervention of thei a:cmy and the estab'Lishment of

a rnilitary dictatorship that the popular forces could be kept in check, and

the profit rates for capital restored. In thie sense the coup in April'

1964, represents a watefshed in the developmf:nt of dependent capitalism in

BraziL.



CTIAPTER FOUR

MILITARY DI CTATORS1TIP

AND T1TE PERMANENT CRISIS Of BRAZILIAI{ DEVELO?MENT

The collapse of ttr-e Goulart regime marked the end of Brazil's lirnited

experiment with bourgeois deoocratf.c institutions which had proven inadequate

to resolve ttre crisis of accumul-ation that hecame increasingly acute after

Ehe rapid expansion of the Kubitschek period. A nev' state form was required

to restore th.e rate of profit to a level wt'ich ls'ould breathe ner': life into

tbe industriaLlzation process in Brazil. This chaPter wil-1 examine the

degree to which tfre militarlr' state was aELe to meet this objective through

the active supPression of the working class and its rePresentative otgantza-

tions on an unprecedented scale, and through the expansion of the state's

direct role in the production Proces.s. l{owever it will- be shc'wn that the

contradictions of dependent capitalisn were ultimately beyond the capabilities

of the: t'state of exception"l resulting in a permanent crisis of the sLate

in Brazil.

The Logig of Permanent Intervention

Labotirrs input into the decision'ruaking Process, which reached its-

maximum level under Goulart, rfas effectively elirninated by the new regi'me

headed by Castelto Branco. This dramatic shift in the balance of power

between capital and l-abour is crucial Eo the understanding of the urilitary

dictatorship as a state forrn. As l"lunck explains'

94
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The basic factor we must keep in mind in characteriz-
ing these regi-mes is the seizure of state Power by the
arred forces, acting ae an institution. This results
inapredominanceofcoercionovercc,nsensusasthe:
basis of bourgeois rule. and in repression becoming the
major elemeqt in the maintenance of political control
by capital. -

Military intervention under the:se circumstances is not merely a transitory

stage to ensure an orderly tchanging of the guardr. The restoration of the

rate of profit required a fundamental restructuring of the state wh'ich went

beyond replacing one gfcup of hureaucrats for another. In the case of

Brazil, this is what distinguished the overthrow of Goulart from the coups

of the past.

Le coup drEtat de 1964 nrest pas. un s.imple mouvement

"orr.r"-t6.rol-utignnaire, 
rnais coincide avec 1e creation

dtun nouvel ordre politique en raPPort.avec -le nodq

d,accr:mulation propre au capital.isme p6riph6rique.-

The institutionalization of this new poLitical order by the armed forces

presupposed the existence of a nero' class of miLitary officers capable

of perforrring functions wtich transcended the boundaries of traditional

military'activity. The trainlng of such a class had been initisted under

ttre auspices of the Superior War College (Escola Superior de Guerra, ESG),

founded in 1949. Based on the same principles as the U.S. National War

COllege organized three years earlier, and with continued assistance from

its Arnerican counterPart, the ESG carried out its objective of preparing,

...civi1ians and ttr-e military Eo perform executive
and advisory' functi.ons especially in those organs
respcnsible. for the formulation, development, planning'
and the execution of the policiis of naiior,.i """rrrity.A

This statement of purpose taken directl-y from a government decree issued

Decerfier 9" 1963, is indicative of the: degree of ideological homogeneity
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impressed upon the new class of military officers and civilian technocrats'

consequentlyo by the time of the coup, "there was already in the wings a

strong team of technically able, confident men" ready to Put into practice

ideas and theories developed and debated over a 1-ong period.''5

Thedoctrineofnationa]-security,NsD,providedtheassentiallink

between economic development and political stabiLity which was to be forged

under military rule. At the most general leve1 the NSD comniEted BraziL

toastrategyofcapitalistdevel.opmentbasedonU.S.hegemonyandthe

suppression of subversive forces whi'ch threatened such a mode of development'

It l*as, therefore, instrumental in Americars col-d war of fensive against

,cormnunist expansionismt. The orientation of thei offensive, however'

shifted frsm the position which had dominetted military Lhinking in Brazil

anC Latin America in general'

Previouslythearmedforceshadbeeneducatedtodefend
Latin Anerican countries against foreign attack by t'com-

munist Russiar'. After the victory of the cuban Revolution
the conception of strategy changed and trooPs were trained
and reorglnizea to defend the different countries fron tire
t,irrt.rrr"I 

"ne*yt, 
guerril-1as, labor unions, students and

peasants' att plotting in a4Psychological and real war

against Ehe existing order'o

The political history of BraziL since the coup is therefore a history of

Detmanent internal war against all oppositional tendencies'

eof The Return
A

Estado NovoThe Coll

The aPParent ease ',lith which the urilitary was able to crush the

workers' movement ill-uetrated the inherent weakness of BtaziLian labour

organizaEions. Bureaucratically- structured from the top down by the union

Leadershipn and tolerated out of self-interest by a government in need of
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hrorkerst support, the unions retained their fundamentally corporaEist character'

The mcst independent labor leaders limited thei-r efforts
to ,,correct" the narrow'confines of the corporatist union
structure inherited from the Estado N6vo by creating the'

so-cal-l-ed "paral-Le1 organizationst' (eg' the cGT) "These
central organizations continued to be prohibited by labour
legislatio,,b,,tthegoverffnenttoleratedEhemandused
them, and tbere were f,ew efforts on behalf of labor
leaders to legalize these de facto organizations, or Lo

break the ties w.'-th the state' /

Given the dependence of Brazii.tg hureaucratic union structure on the tolerance

of tb.e Goulart regime, it becomes clear how Ehe rnilitary was able to place

"the labor movement in the same state of inrrobilization that it had been

in before 1945."8 Such a development was possible uncler already existing

laws; the generals merely had to enforce Lhem. However the objectives of

the coup went far beyond merely restoring the working c]-ass to its subor-

dinate role within the old corporatist strucLure'as envisaged by Philippe
q

Schmi-tter.v Rather, one must concur with the view thatr

...the:corporatiststructuresencapsulatingtheworking
class are not being sirrply "restored'r but rather adapted
totherequirementsofthe,.'rapidaccumu].ationthatthe
state desires to Promote.'"

Thus the corporatist state forrn which under Vargas had required an increas-

ing level of popular support to remain functional was not adequaEe to meeE

the new conditions of accr:nulation'

These new conditions of accumulation required a complete reorganiza-

tion of the state structures and the elimination of those structures associated

with the old populist regime. With the passage of Institutional Act No' I'

which "provided for the removal (tsuspension') of military and civil ar''thori-

ties, and of officials"r11 Ct"t"lo Branco initiated this process' Not only

were those directly associated with Goulart affected by this act, but even
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l-iberals such as former president Kubitschek were deprived of their political

rights in order to neutral-ize rheir potential as an effective opposition to

the junta. The purges extended beyond the ranks of the nnilitary and govern-

ment. As Dos Santos exPlains,

The:re rras intervention in trade unions. and peas,ant and

student organizatlorr, expulsion and repression of nation-
alist military menr as well- as violent persecutions,
assassinations, and torture of left leaders of the work-
ing class. r"

Given the bureaucratic structure of the unionsr \ntorkels found themselves unable

to respond to the government offensive. Organized opposition to the Purges

was pre-empted by the swift decapitation of the unions. "The labor movemente

losing its top leadership, found itself completely atomized and unstructuted'"13

tr{ith the working class in di.sarray, the regime could proceed to

increase the extraction of surplus value by intensifying the exploitation of

lahour. As Munck explains, this was. carried out through the lengthening of

the average werk day to twelve hours as well as the depression of real

wages. In fact the, regime was bold enough to refer to the Program as "L"y

do Arrocho Salarial" (the 1aw to rolL back salaries). The success of the

program can be measured by tlr-e fact that hetween 1961 and 1973 real minimum

wage levels droppe d, by 55% while the per capita product increased ay 58%'L4

The government's wage policy precipitated a significant redistribttion of

income in favour of capital- and its representatives as the table below

shows.
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Table 1

Income Concentration (%)

Percentage of Working PoPulation

Lowest 50%

Next to lowest 30%

Next to highest 15%

tiighest 5Z

1960

t7 .7

zt.>

26.7

27 .7

1970 1976

].4.9 11 . 8

22.8 2L,2

27.4 28.0

34.9 39.0
l5

From the evidence BraziLrs labour policy after the coup consisted of a two-

pronged attack on the wotking class. Sirst labour leaders and labour sym-

pathizers were brutally repressed in a massive purge of leftists and moder-

ated from alt sectors of Brazilian society. Second the living standards

of the working class were eroded through the deliberate depression of wage

levels and deterioration of working conditions' The'se factors acted as a

countervailing force to offset the falling rate of profit which plagued

the depen<ient accumulaf.ion Process under Goulart'

Brazilrs Economic Mircale

It was noted in chapter three that industrial development under Kub-

itschek led to a realignment of competing fractions within the ruling

c1ass. This realignment was largely attributed to the foreign dominated

sector of the economy-, made up of such dynanic industries as chemicals and

capital goods products. This sector with its broad base of financial sup-

port., tras seen by the state as the engine of development. The military coup

was an essential first step in lifting the constraints placed on this sector

by the nationalis.t government of Goulart. The anti-foreign investment
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stance of the old regime was replaced by an oPen arms policy towards foreign

capital which was greeted with enthusiasm by investors' The underlying logic

of this new policy !{as, "...a coherent strategy of adaptation of Brazilian

capitalism to the new conditions of the tpact of dependencet: integrati'on

and subordination of the national economy to the requirements of state

monopoly captialisr."16 By adaptation was meant the rationalization of

Brazilian industry Eo meet the new conditions of dependent accumulation'

Ther importance of foreign investment to the dictatorship's strategy

was clearly indicated by the Agre.ement Relating tc' Investment Guarantees

signed by the American and Braziliar. governments in lebruary, Lg65'L7 This

agreement insured by u.s. investment against infLation, exProPriatj'on or

even revolution by making the Brazilian governmenc 1iab1e to rePay any amount

of compensati.on paid out by Washington to American investors ' To complernent

this. more favourable position towards foreign investment the regime mounted

what Munck refers to as a policy of positive insolvency, ""'which consisted

in abruptly cutting off government credits to firms which failed to show an

radequatet level of productivity."lS The effects of the new direction in

government policy were soon felt in the industrial centres of Sao Paulo

and Rio de Janeiro as thti table beLow sholrs'

Table II

Nqmlet of gankfuFtci

1965
t966
L967
1968
L969

Rio

350
500
688
746

L,252

Sao Paulo

N/A
Nie

3, 689
3,538
4,55L

19
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Brazil,s rising bankruptcy rate was part of a denational.ization of fhe

private sector which in fact reflected the natural concentration and centraLiza-

tion of the. econony. The period from 1960 to 1-969 provides important

statistical evidence of the extent of thie concentration. For example,

"...smal-l firms (less than ten employees) decl-ine from 911000 to 161000

over this period and the proportion of workers tt,ey employ declines from

L87" to 37"i on the other hand large firms (more than 250 workers) increase

from 900 to 161000 over the same period, and their Percentage of emplo)ment

goes from 387" to fi%.20

Hovever whi.le private industry suffered from the effects of denation-

alizati.on, the state sector was able to assume a more direct role in tt,e

economy as a result of the harnonious relationship between the nilitary

regime under Branco and Costa e Silva, and foreign capital.

In exchange for its accormnodating policies, the Brazilian
government received very substantial credits from the
iurperialist monopolies and their international organiza-
tions, in the most part for infrastructural developrnent.2l

In addition the government used such credits tc, expand state industries

such. as steel and peEroleum. Thus denationalization of certain branches

of Brazi1ian private industry did not necessarily mean the denationalization

of the econony as a whole. Table III indicates the predominance of foreign

and state capi.tal during the period known as the tBrazilian economic mi.racle'

which lasted fronr 1966 to 1973. Quartim refers to tLis combination as the:

dominant bloc within the ruling class in the past couP period, with loca1

industry and agriculture playing important but secondary roles in the

developmenr process.
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Table III

Growth of State Enter

Seleeted Sectors

risds Am6 the Lar est 300 Manufacturi
Firrrs L966^72 tircentase of As se.ts

L966

Ldi. Pfiy:

L97 2

Loc. Priv.MNC S t;ite MNC S tate

Iron & Steel

Chermicals

Petroleum Refining
and Distribution
ToEal for all Manu-
facturing (excluding
petroleum)

Total Share
including Petroleum

The economic boom of the late 1960s and early 1970s is unparalleled

in Brazilian history. The growth and prosperity of U.S. investment in

Brazilian manufacturing attest to this economic expansion. For example,

between 1965 and 1973 sales of U.S. majority owned manufacturing firms in

BraziI soared from $1,283 rnilLion to $5,738 uri11ion, an increase of 347%.

At the same time growth of U.S. assets in Brazil clirnbed from $846 in 1956

to $21033 nillion in L973, a 146% increase. Fina1ly, the rates of return

for American manufacturing affiliates almost doubled, from 7.7"1 in L967 to
)2

L4.9"4 in L973.-' A more detailed breakdown of U.S., and other foreign invest-

ment in Brazil- is provided in TabLe IV be1ow, which gives a breakdown of the

growth and returns for the ten largest nul-tinationals operating in Brazil at

this tine.

4

69

25

L2

82

l5

30

35

z6

5n

/..,

5L

47

62
-l

64

I7

2./,

24

11

4L

36

L6

L9

6

t)

69

L2

22
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Tab1e IV

Grosth and Return for Ten Selected Multinationals 1967-1973

Growth Average Rate
L967* L973

Assets Ass6ts
of Assets of Return
1967^L973 L967'1973TT

Volkswagen

Cia. Cigarros
Souza Cruz
(srit. Aner. Tob.)

GeneraL Motors

Rhodia
(Rhone Poulenc)

Pirel- 1i
She11

Es so

General Electric
Alcan

Nestle

OveraLl- Average
Rate of Return

ta7 .7 338.3

LLs.2 226.3

E3.0 163.5

100.0 160.0

86. 1_ 139. 8

54.9 LL4.7

43.5 81:0

62.5 80.4

32.4 7L.2

39. 9 66.5

97

50

2L4

96

oz

L07

B6

29

120

68

t2.o
26.5

16.0

9.3

19.6

16. 5

16. 6

r/.o
10.4

L5.2

16. 0

}

*Assets are in millions of current $U.S.

The growth of mulrinational capital in Brazil coincided with the

rapid expansion of the state sector. Indicative of this growth is the per-

for:nance of the: five largest state owned fims whose assets grew by 161% betueen

1967 and Lg73. Thi.s growth compares favourably even with that of the rnulti-

nationals listed in Table IV which recorded ar, increase of 947". (See Table

V below), Table III shows that the state increased it assets arr:ong the toP

300 manufacturing firms from !77" Eo 3A7" while multinat-ional and private locaI

capital saw their shares decLine by 57! and 67" respectively. The major industries

24



104

where state investment is paramount are iron and steel Q)"l in 1972) and

petrochemicals (BZ1[ in Lg72). other important fie].ds of investm€:nt lthere the

staters role is predoiminant include; pubLic util-ities, banking, financing,

mineral resources and certain trade functlons'

Tahle. V

Pdrforruance of th€ Ldr s t S t at e'owned Indus tri a L e 4tgr--1-9-9.2 - t g 7 3

r'1]:m

Petrobras

cvRD (cia. vale
do Rio Doce)

CSN
(cia. siderurgica
Nacional)

Cospia (cia.
S iderurgica
Paulista)
Usiminas
(Usinas Siderurgicas
de Minas Gerais)

Averages

Comparative
Mu1 ti nat ional
Averages**

*Capital plus reserves
**Figures are for the

Assets* Assets Growth in Average Rate
19.67 J!E- Ass€ts of Return'-ffiT

355.0 352.7 -1

L26.5 399.9 2L6

2,L4L.9 151

637.4 376

27L.4 6L

853. 0

133. 8

L68.4

327.5

72.5

7 60.7

t44.2
161

94

13.9

2L.8

9.6

0.4

8.2

10. 8

16.0

in millions of current $U.S. Averages are
ten selected multinations frcrn Table IV.

unweighted.
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The mutual. inLerest of the Brazilian state and the foreign sectc'r in

fostering accumulaEion is illugtrated by. the growth of state involvement

in joint ventures with mul-tinationals and loca1 private capital' Evans otrt-

lines the statets straiegy betrind these projects snd their significance for

Brazilian development.
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They are a ne\.{ way of drawing Ltr-e multinationals into a

"nationalist" schema gf accunulation. They also al1ow the

state to partLcipate in operation* rshere it would have
had difficuLty.wcrrking on its own. Through concrete
alliances th-e state can enEer areas that lie outside'tt'e
production of basic services and rnputs without actua}ly
iisplacing rhe nulti,nationals. By bringing th.e rnulti-
natlonaLs into ventureg that provide bas'ic inputs, the
state can retain control over Lhese strategic goods

while forcing therpultinationals to share in undersriting
their production. -*

The case of the Polo do Norde$te petrochemfcal project is presented by Evans

as an exampLe of such a joint venture. In return for the long tetm suPPort

of multinational capitaL for tta project which is defined in essentially

nationalist termsrr2T 
"lr" 

state company Petroquisa. a subsidiary of Petrobrds,

accepted responsibility for the initial costs of building a petrochemical

plant in the north-eastern state of Bahia. Financial backing for such a com-

mitment by Ehe stale colnes from money earned'through exPort sales and foreign

borrowing. While thi.s posed no major barrier to state investment dtiring the

boom period it quickly becane a heavy financial burden by the late 1970s as

will be shown below'.

Although the 1oca1 industrialists in Brazil were relegated to a sub-

ordinate status within the ruling class after the coup they were stil1 able

to play an imporEant role in conjunction with the dominant bloc. The older,

labour intensive industries such as textiles, leather goods and scme food'

production were domi.nated by loca1 private interests. As well Ehe 1ocal

bourgeoisie often p1ay. s an integrative role r,shich is indispensible for Lhe

successful linking of multinational capital to the local market' InCividual

businessmen can sit on the hoards' of competing multinational subsidiaries

to enEure th::t the ccrrnpetition does not hecome detrimental to the health of

either "o*p"rry.28 
Local capital is also crucial for the cormrercial aspects
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of multinational expansion. For example'

In both pharmaceuticals and textiles, strategies of conuner-

cialization that inVolved the construction of a dense net-
work of ties lrith briyers rtere a source of strength for
l-ocal fi::ms. Strength in th-ls area helped comPensate
local- firrns for the po\trer of ther multinationals in both
technology and markeling based on advertising.29

Thus whil-e 1oca1 capital may bave lacked the technological base to comPete

with muLtinational capitaf. certain eloments within the local bourgeoisie

played an impcrtant role in facilitating the penetration and expansion of

foreign capital i-n Brazil.

A major impetus toward economic grovrth carne in 1966 when the military

decided to embark on the estabLishment of an industrial- military complex

with the support of tocal industry. Dos Santos notes that purchases by the

Brazilian urilitary and the escalation of the Vietnam War helped to fuel the

development of the steel and petrochemical indusEries, as well as increasing

the value of Brazil's exports. This expansion coincided with the growth of

the Brazilian army and military police which the government justified as

part of its strategy to combat internal subversiot.30 However the links

between the military buildup and economic devel.opment went beyond the need

to combat subversion, real or imagined. Military exPansion was an integral

part of BraziLrs dependent economy.

Men in uniform become a fundamental element in the fight
against unemploy:nent, and it becomes even more necessary
to increase military investments and to inter.sify the
militaristic climate in order to be able to stimulate
the system and at the same time to guarantee the wolking
of the "modeL" of dependent caPital-ist development.3l

Given the pattern of industrial development durin$ the boom peri-od

it was not unrealistic for the government to consider th.e potential threat

of subversion. While the dynamic, producer goodsr sectors grew at a rate
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of over LO% per annum between 1968 and Lg72, growEh in the traditional'

consumer-oriented industries, grew by less than 1z from 1962 on' Production

was geared for the exterr.a'l- market and uPPer income grouPs while real wages

declined for the bulk of the popul-ation reducing internal demand' In effect'

...thebasisf,crthe|leconomicmiracle|tof1968.1974was
laid by the cyclicaL downturn of L962-L967' which 1ed

to a violent resLructuring of the economy' The basic
pre-condition for this cyclicaL upturn was the enormous

increase in the rate of expLoitation ensured b1^the
mi1-itary regimes whi'ch fol-lowed the 1954 coup'JZ

However the cyclical dovnturn, which made possible the economic miracle for

capital, also cree.ted the conditions for a regrouPing of labcur and the

reemergence of organized opposition to the regime'

Marej.nalizalioq oilhg Locel Bou eoisie and tb.e Consgli4etion of the

MiTitan-Technico Bloc

owing to the ferociry of the miLitary's campaign against its oppon-

ents, it was not until 1967 that oppositional forces T^7ere able to challenge

the authority of the government. By that time the regime had to contend not

only with the <iirect targets of its repression, but also with certain class

irrterests whi-ch had initially supported th-e coup. The Process of capital

conc.entration fuelled by the policy of positive insol'vency caused a signifi-

cant increase in unemployment stemming frcm the bankruptcy of many local

industries which tended to be labcur intensive in their orientation' Thus

the working class was threatened with unemploymcnt in addition to the depres-

sion of real wages.

However discontent spread weLl bey-ond the factory gates as opposition

mounted within the local bourgeoisie and its middle class supporters to the

denationalization policy and the general lack of freedom under military rule'
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A growing antagonism developed, therefore, between the advocates of rnilitary

rule and ttLos€ of civilian rule. The bourgeois opposition was organized

under the Frente Ampla (broad fronL) which called for the removal of the

military from political 1ife, and the re*establishment of civilian rule'

The alliance was 1ed by Car].os Lacerdan an ambitic,us and oPPortunistic civilian

politician whc, had been amongst the military's strongest supporters in 1964'

His presidential ambitions thwarted b1' the prolongation of military rule'

Lacerda then chalLenged th€i goveTrtment under the cry of democratic refo*''"

The threat- of the Frente Arrpl-a was short-lived however, as Lacerda's supporters

came to distrust his personal anbition and political opportunism causing

divisions within the al-Liance. These divisions played into the hands of

president Costa e Silva who appeased the middle classes by introducing a

minimum of democratic reforms, undermining beyond repair the base of

Lacerda's support. The alliance rras finalJ-y banned in Decembet L967 ' with

almost no opposition. Quartim regards this defeat as a radical departure

in Brezilian pol-itics.

The failure of this cirrilian challenge was a decisive
turning point in the political history of the regime fcr
it proved that the Preservation of bourgeois structures
was now inevitably iittt"a with the continuance of a mili-
tary hegemony. Henceforth political debate within the

ruling "1r""- bLoc would only take Place through the media-
tion of the army, which had nqy added a monopoly in politics
to its monoPolY of violences.--

llenceforttt the conrpeting fractions within the bciurgeoi-sie iended to tie

th.emsel.ves to competing cliques within the military in order to further

thei! interests. The fcreign dominated sector tended to favour that faction

controlled by ESG graduates who were ruore intenationalist in their orienta-

tion in that they continued Eo vierd'nationalism as a leftist contamination,
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and were consequently more sympathetic to foreign investment. Local industry

leaned towards the nationaList faction of younger officers, particularly

during periods when the threat of labour unrest was less intense, usually

owing to the severity of staLe repression. In other words the sharp divisions

which existed in the a::ned forces tended to reflect the makeup of the

Brazil-ian ruLing c1ass.

The nilitary ccntinued to be divided over the question of nationalism

as a vehicle for development. Castelto Branco 1ed tt.e internationalist,

or 'cessionistr faction whj'.ch regarded nationalism in light of the GoularE

period. This group relfected ttr-e ideology of the: ESG vrhich emphasized

security, and to a lesser extent nationalisnr. In face of growing leftist

opposition in the early l-960s, securitl' took precedence over nationalism

and the cessionists r^r'ere able to take cont,rol of state apparatus following

the coup. Hor,rever, as Flynn points out, this facEion proved tc be a minority

wifhin the officer corps of ttre military. The main body of the corPs was

made up of younger hardline officers, hostile to the view held by the cession-

ists that modernization was possible only in the broader context of economic

interdependence and the integration of BrazLL into the world economy. In

contrasLr the younger officers advocated a rightwing radical refcrmism

intrerired from the young tenentes of the 1920s and 1930s. Thus the military

continued to be plagued by divisions which had existed lor al-most half a

centurrr. The infLuence of tenentismo can be seen in,

. . , the twin urge5 f6i be more authoritarian--purge more
politicians, disb.and Congress and political parties'
censor the press, cancel all.elections--and to be more
radically reformist--exPropriate large landownings, con-
fiscate wealth of profiteering buqlnessmen, and h;ive
more nationalistic assertive relations toward foreign
capital and the United States.33
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In other words, while the nationalisL faction lias not hostile towards

foreign investment, recognizing its importance to capital acctimulation, it

advocated that such investment be directed as mttch as possible towards meet-

ing the objectives of national economic development. This was the prevalent

view of the officers who backed Artur da Costa e Silva as successor to Branco

ancl who took office in March L967. Branco had been useful in the initial

crackdown on the working class and in reassuring foreign interests that

BraziL was safe for private investment. However denationalization, which

was at the centre of Brancots economic policy, was inadequate as a strategy

for future development. For the majority within the armed forces, develop-

ment entailed a strong nationaList element including a central role for the

state in the mod.ernization of the productive forces. .This led to the

consolidation of the state sector as the directing force of economic develop-

ment.

This sector could be defined as a neht tyPe of national.
bourgeoisien whcse economi.c base is no Longer national private
capital and whose political strength derives not from the
alliance between the bourgeoisie and the popular ltrgss€:er
but from rnilitary nationalism (backed up by the technocrats
involved in the management of the public sector).Jo

The exclusion of the popular masses from the political process is the key

feature distinguishing the state of exeeption from the populist era which

preceded the coup. Under these new conditions the technocrats' or 'technicost

performed th(: function of adapting ttthe Brazilian economy to the new condi-

tions of dependence obtaining in the, era of imperialist declin"."37 Such

an objective, because of the unpopular measures it required, necessitated

the support of a hardline milicary government. For this reason the state

sector under the military entered into an alliance with the tEechnicos' .

The latter have the know how to make the economy function smoothly while
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the fo:mer provide a suitable political climate for that know how to be used.

Because of the strength of tt.is alliance Lhe technicos, led by Roberto O.

Campos and Leopoldo de Bu1-hoes, were able to irnpl"emenL a stabilization

program which restored economic growth at the exPense of workers and mar'y

local industrial- """tot"-38

Re;eme osition arid the sition of Institutional Act Number Five

While the chaLlenge of the Frente Ampla was neutralized effectively

without any substantial shift in government policy, the threat from more

rnilitant sectors. of BtaziLian society prcved too great a burden, even for

the 'constitutional dictatorship' of Costa e SiLva. From 1966 to 1968

the students acted as the vanguard of the radical opposition organizing large

demonstrations in Ehe major urban centres to protest rnilitary rule in general,

and specificallv, the attempt by the goverilTent to militari-ze the university

catrpuses by placing them under the direct controL of the Ministry of Labour

with considerable input frcm business representatives and American aid

progrannes. These measures by the government would serve to restrict the

activities of academics in politicalLy- sensitive faculties.

In short" the universities were to be transformed into
extensions of private industry. They would be devoted
to t?r"e training of technical cadres as well as imparting
a sub.-imperialist, technocratic, elitist and viciously
anti-cosmunist ideologY. 39

Student organizations would become like the official trade unions--vehicles

through which the regime could regulate student activities. The government

response to student demonstrations vascilLated between rePression and

tolerance, a response r.rhich reflected the contradiction within the regime
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between the need to maintain order and the desire to fo:m a basis of legiti-

mation for the government of Costa e $ilva which had promised a limited

liberalization of the polittcal system.

The tMarch of a hundred thousandt on June 26, 1968 fuelled concern

in the government that ttr-e struggle against subversion could not be compromised

by even token gestures towards restoring constitutional- freedoms. The

participation of labour delegates in tLe march, along with the increaeing

numher of bornbings which coincided with student protests" alerted the

nilitary to a groqring political crisis which could de-stabilize the regime-

Three day.s after Costa e Silva met rntith stt.dent de1-egations over their con-

cern mittr police brutality- ttre government decreed a ban on all demonstra-

tions and protest marches. In addition the police launched a series of

invasions of university canpuses, arresting and savagely attacking studentst

and destroy.ing university facilities which w'ere seen as hotbeds of subversive

/,i
acrivity.+u Finally in September 1968, white the delegates of the National

Union of Students (UNC) held its annual congress, the ar:ny moved in and

arrested eight hundred of the one thousand students. With most of its

leaders in prison the student mo\renent declined as a focal point of opposi-

t ion.

Whil-e there were no organizational- links between student otganiza-

tions and labour Ehere \ras a growing solidarity between workers and students

as evidenced by the workerst participation in the march of a hundred thousand.

Labcur opposition initialLy followed the students! example but quickly gained

a momentuln of its own based on workers' opposition to the governmentrs wage

policy-. Cal1ed ttr-e Movimento Interstndical Antl-arrocho O"ttA) the union
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opposition began to organize within the traditional union structtire and

pressured union l-eaders to Press for wage increases to comPensate for the

effects of the governmentts wage freeze policy. Initially the union opposi-

tion concentrated its efforts on replacing whaE it viewed as a corruPt

leadershj.p which had sold out to the government. Thus the opposition atLempted

to work within the structure, particlpating in union elections which were

largeLy orchestrated by ttle Minlstry of Labciur. However, in April 1968'

engineering vrorkers in Belo Horizonte, Minas Geraisr organized the first

industrial action to be carried out Lndependently of the official union

structure. Factory corrnittees \rere forned against the advice of the' unionts

president and at Eh.e end of the month 151000 workers went on strike. The

strike, declared illegal by tb-e government' ended after eigh.t days with the

rniLitary occupation of Contagem, the industrial suburb of Bel.o Horizonte

where the strike was centred. In July a simil-ar strike occurred in Sac

paulo with the saue results. The regi.me had Little difficulty in repres-

sing isolated acts of political defiance. The one occasion when the uni.on

opposition hras successful in chalLenging the governmentrs authority was at

tl.e May.Day rally in S5o Paulo where union activists seized the speakers

p1-atfcrm fron the governor and his union bureaucrats, and turned the demon-

stration into an anti-government protest. The demonstration had a broad

base of s1:.pport fronr l-eftwing labour organizations and from student otg"rrir"-

t i.one.

The demonstration showed the strength which the labor
"oppositiontt had acquired as a result of the super-
exploitation of the wcrking class. It also demonstrated
thl radical and vlolent forms of struggle which began to
be used, in an open break with the populist pasL of ttre
labor movement. But these forrns'of struggte were also
characterized by spontaneity with l-lttle thought to th.e

subsequent stage.4l
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Thus the strikes and rallY

of the labour movementr as

of 1-968 showed both the strengths and weaknesses

raelL as the limits of, governmenc tolerance for

mass movemencs.

Trom this point Costa e SiLva carne under increasing pressure from

hardliners within the government to abandon hls limited liberalization pro-

gran and adopg an unequivocal strategy' agaLnSt the opposition based in the

national securitY doctrine.

Whatnewurasdeve].oping,evenmoresharplyandstrongly,was' a spiral of vioLence and a growing pol,arfzation of politics"
a process in which di-aLo.gue was becoming steadily rnore dif-
ficult as the har<iening of the authoritarian system and the
cLosing of a1l- legai forrns of protest pushed the opposition
into direct confrontation, which, in turn, produced stil-l
harsher reaction.42

on Decenber 13, 1968" Costa e SiLva moved to res.olve the intensifying class

conflict with tte irnposition of Institutional Act Number Five' This act

has been referred to as the coup within the coup. If effectively elimina-

ted rrhat remained of the political process and the judicial system replac-

ing it with an unfettered dictatorship. Under the Actrs terms, the presi-

dent had the right to close Congress, sEate and municipal assemblies at

any time. In fact Costa e Silva did irnnediately close Congress after the

irrposition of the Act, and it was not reconvened until late 1969 after his

deagh. He could ccncel the mandate of any government rePresentative and

fire any public s.ervant or military official. Such persons could also be

deprived of all political rights for ter., years. The, judiciary was alsc

suhject to presidentiai interVention acd t-hus became a vehicle for ensur-

ing the carrying out of executive orders. Althotigh rnany of these measures

were contained in previous inst.iLtitional acts' in particular act number

two which was passed in October 1965143 the fifth act was <iifferent in
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that there riras no time liroit attached to it.

Of the subsequent decrees passed after act number five, the most

significant was the National Sectirity Larr passed on Septernber 29, 1969

after Costa e Silvatg death. Lt essentiall-y empowered the state to use

whatever amount of repression deerned necess'ary to neutralize any real or

perceived threat to national security. The larr defined as crimes against,

national security',

...those acts which lead to |tpsychological warfaret'o subver-
sive rvarfare, or "any- threat or Pressure of any form or
nature r,qhich has an effect on the country." Furthe::nore,
the concept of naticnal $ecuriEy itself includeg the defini-
tion of the enemy as' existing within the nation and, thus,
that the repression of internal pressures and of social dis-
sent is. a necessary part of defending the security of the
nation.44

The Nitional Secririty Lalr amounted to a blank check fc'r the.repressive

apparatus of the state to deal with any form of protest or dissent. IE was

only fitting, then, tt,at Costa e Silvats'successor would be General Enilio

Garrastazu Medici, a hardliner who previously ran the National fnfor:mation

Service (SNI)-, tLe infor:rr.ati.onal network for police and military organizations.

Medicits regime, the most hrutal in Brazil's post-coup history, successfully

consolidated the dictatcrship from 1969 to 1972 using any form of repression,

including a large measure of torture, to achieve its objective. It was

un<ier these social conditions that Brazil's spectactular economic growth

rates were achieved.

Agriiulture and th.e MilitafT Starte

It raas noted in chapter three that the value of Brazilrq traditional

commodity'exports had declined dras:tical ly over the ten year period irnmediately
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prior to the: coup. This was particularty true for Brazilrs most important

exportt coffee, which had declined in value by a1-most fifty percent. With

the development of BraziLian manufacturing. coffee became less important

as an export cornurodity. The table below'illusitrates this decline as werl1

as Brazilts shrinking sheire of tt,e world coffee market as a whole.

Tdble VI

Coffee Exports
ai 7" of TotaL

Brazilian Coffed as 7"

of World Coffee Imports

-

'Year

L952

1950

L966

t+

56

44

49

39

34
45

As the value of coffee declined, the military lras able Eo impcse stricter

conditions on its production rather than prop ir up by artificial means

such as the valorization schemes employed by Vargas. Consequently the gc,vern-

ment imposed restrictions on coffee production which reduced the number of

coffee bushes from 4.4 b:i.l1ion to 2.6 billion between 1962 and Lg67.46 That

the regine was able tc inpose such drastic measures on what was still the:

leading agricultural export, attests to the decline of latifundist power in

the post coup period, and its subordination to the dominant bloc \^tithin th€

ruling class.

The role of agriculture under urilitary rule is consistent with the

theme of contradictory' unity- tlirhln peripheral capitalist production which

was, discussed in an earlier period of Brazilian devel-opment. The strengthern-

ing of traditional social- structures i.n the rural areas is a preconCj.tion

for capitalist development on the whole. An exarnpLe of chis process was
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the goverr,.mentrs altempt. beginn.ing wittr- the Costa e Silva regime, to

encourage social stabiLity through a Proce.ss whictr Celso Furtado referred

to aS. rpastoriz"tiort.4T In part, this program became necessary as a result

of the grorring unempl-oynent caused by the denationalization policy' The

unemployed from the urhan centresr mainly from the overcrowded northeast'

\{ere encouraged to migrate to the unoccupled lands of centraL BtaziL' Ilere

theywouldcultivatethe]-andandengage{nargicu']-turalproductionwb.ich

could feed the urban population and reduce BrazLL's dernand for costly

iroported f,oodstuffs. As the process continued and the urban population declined'

th.e new agrictiltura]. areas could rretreatt into subsistence farming' This

rrould h€1p reduce social tensions caused by Btazil- 's burgeoning reserve army

of labour. fn essence r^rhat the regimets agriculturaL policy amcunted to

.was an attempt tc,offset the rising organic comPosition of eapital and reduce

th.e potential for class confLict. A further benefit of the planned 'coloniza-

tionr which has become more lmportant with the recent development of the

interioristheaval]"abilityofcheaplabourforBtazilianandforeignlati.

fundists. Thus the process of primitive accumulation, the separation of

the peasant from his means of production" begins ane\Y' er,'en if it does not

lead immedi.ately to the ful1 develogment of wage relations'

Although the pastorizaEton Process gives evidence of the reinforce-

ment of Ehe traditional mc'de of production, it is not to suggest that moCern-

ization within the agricuttural sector has not taken place' Even before

the coup, the infLuence of agrib"ueiness and sLate incentives. was already

making itself felt particularly in the. more ProsPerous region of the certre-

scuth. This is in contrast to the northeasE wh.ich remains relatively back-

ward in terr1s. of its production relations. ilowever, the penetration of
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capitalistrelationslnBrazilianagriculture.servedtointensifythecrisis

of surplus lanout, since capital intenqiVe farrning created more unemployment'

This has resulted in the repetition of the pastorization process ftJ'rther

into Brazil-rs interior and th-e persi-stence' of subsistence agriculture'

Thus as Bernardo sorj concludesn t?r-e Lransfor:nratf.on of the class structure

of Brazilian agricul-ture finds its unlty- in the expansion and integration

of agribusiness which. aLso determines the existence of precapitalist modes

of productiorr.43

Medici had come to Power with the backing of the hardline factj'on

within tLe military- which was critical. of costa. e Silva's reluctance tc'

crack dor^m on oppositional elements. After the strikes of 1968 the bulk

of the officer corp$ was prepared to sacrifice nationalist reformism for the

sake of national security and thus did not actively oPPose the concessionary

politics of Medici and his finance minister Delfim Neto torEards foreign

investment. The regime also made concessions to the rniddLe classes, giving

generous, wage increases to technical employees and rriddle level execut'ives'

This policy had the effect of stimulating grolfth in the more technologically

advanced sectors of the consumer goods industry, as well as securing a

limited base of political support for the regime from the rniddle classes and

skilled labour. Hogever" Dos Santos notes theit the'stimulus to the advanced

consumer goods industrie$ did not extend to the so=called traditional indus-

tries incLuding textil-es, foodstuffsr. clotb-ing shoes, furniture and bever-

"g.*.49 These were the irdustries whictl relied more heavil.y on labour inten-

sive production, and alsc met the consumption needs of the working class'
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T'[re ]-ack of grornrth in this sector ttreref,ore served Co exacerbate the polariza-

tion of wealth, and at the same ti.me fostered an increasing leve1 of consump-

tion aspirations among workers who witnessed the conspicuous consumption

of the middle classes.

The emphasis of th.e regime on luxury- consuner goods and military

production for security- als,o tlad a numher of negative effects on the economy

as a whole. At the centre of the problem was the governmentrs reliance on

foreign capital and its domestic allies which led to an increase in the

balance of payments deficit. The remittance of profits abroad p1aced

restrictions on the statetq resources. In addition, Medicirs subsidization

of middle class consumption and military expansion ironically had simj.lar

economic cons.equences as Goulart's subsidization of organized labour th.rotigh

wage concessions during the constitutional period. As in the latter case

Medici's policy accel-erated the depletion of the statets resources, a Process

whi.ch could only be countered wi.th either an increase in the money supply

which wor',ld fuel inflation, or the increased taxation of higher income grouPs

which would undermine the logic of Medici's consumption-oriented policy.

In fact, as consumption among these groups reached the saturation point,

it would be necessary t.o broaden its base of consumption in order Eo sustain

economic grolrrth. Thus Medici was ieft with no alternative but tc adopt

Lhe forrner strategy. These factors, coupled with rising unemploynent caused

by the increasing capitalization of industry and agriculturer \dere ominous

signs of an impending economic crisis which would bring an end to the economic

mir acle .

The internal contradictions of the Brazilian economic rnodel were

final.ly expo-eed with the onset of the world econonic crisis in 1973. Brazil's
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import needs combined with the contraction of Brazil?s export markets caused

a dramatic reversal in her balance of payments from a surplus of $2.1

billion in 1973 ro a deficir of $4.5 billion in Lg74,50 Inflation during

L974 reached 517. owing Eo a 477" expansion of the money sr,pply during 1973

and rhe costs of importsn in particular oil which arnounted to $12.5i[ biL-

1ion. This was a considerabLe drain on Brazilrs foreign currency reserves

and contributed to an increase in Brazil's foreign debt from $12.8 billion

at Ehe end of L973 to $22 billion at the end of 1975.51

The nilitary recognized, hy 1974, that the system of economic growth

bas.ed on th.e expansion of the internal market and increased consumption had

quickly exhausted itself. As Dos Santos notesr the strategy was unpopular

wich monopoLy capital which derived its benefit more from the expansion

of export-oriented, capital goods industries than from Ehe expansion of eon-

sumer industries which were domlnated by local interests. As inflation rose

and consumption anong the rniddle classes tapered off, it became ciear the.t

Medici's policy would be short-lived. Thus when Ernesto Geisel came to

power in 1974 Brazilian economic policy. was steered away from its depen-

dence on internal consumption despite th.e protests of local industrialists.

A new economic plan call-ed for a re-emphasis on the development of the

capital goods industries under the direction of the state sectorr a plan

which encountered increasing hostility from Ehcse 1ocal interests which

h.ad benefited the most from Medici's economic policy. With the introduc-

tion of th'e national economic plan by President Geisel in L974' friction

intensified within the ruling class between the advocates of 'statism' wl'.o

were in accordance with the governmentfs program of st.ate-led growth' and

the advocates of tprivate enterpriserwho were largely made up of the 1oca1
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hourgeoisie. and who opposed th.e encroachment of the state on the ecenomy'

The challenge of the 1ocal bourgeoisie, as reflected in the I'anti-estatizafiotl

car,paign launctred in 1976, illustrates the Limitations of dominant bloc

hegemony within the ruling class. Although loca1 capital was incapable of

appropriating th-e role of foreign capital in providing the economic basis of

accumulation, it was pcrvrerful enough in its owll economi'c sphere tc exert

considerab.le political presslrre on the: goVernment' Thus' even though the

alliance betwe'en forelgn capital and tb-e state was at the heart of the depen-

dent accumulation process, its dominance was never absolute' Had this been

the case, intra-class rivalry'would not harre been a factor in dependent

development.

Ernesto Geisel, whQ had Proven his administrative capabilities as

ttre former director'of Petrobrdsr calne to office with the objective of cen-

tralizing the economic decision-making Process to ensure the rational plan-

ning of BraziI's future industrial development. To achieve this objective'

he organi zed the secretariat for Planning and the council for Economic

Development.

The Secreta::iaL of Planning stren'gthened the Ministry
of Planning, making it direetly subordinate to Lhe

president. The council for Economj-c DeveloPment was also
Lo be presided over by Geisel hi.mself , with the Secretary
of pl_anning as its setretary-General and the Ministers of
Finance, Alricu1-ture" Industry and Coumerce, and the
Interior as iEs members.J'

These innovacions reflected a departure from tt-e Medici regime under which

auEhority tended to be delegated to individuaL ninisters' such as Finance

Minister Deflim Neto, who were indirectLy resPonsible to the: president'

Centralized state planning, increased state investment and the expansion of
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state enterprises hrere th.e key elements of 'statization' under Geisel'

The opponents of statization led by the S5o Paulo industrialists

expressed dissatisfaction with the growing hegemony of the dominant bloc"

In 1976 an anti-statism campaign was launched in th€: ne!'ts media through

which the industrial-ists criticized the gcvernmentts assault on free enter-

prise.

Private sector organs made mucl'. of the unfair advantages
that state firns tnjoyed vis-a1ris the privafe sector, and

annciunced the impossibility of creating a strcng, healthy,
competitive private sector in the face of the overwhelming
preiominance of the state in the economy'53

The claim was also made that the state was giving incentives to foreign firrrs

Lo provide services within ttr-e capability of loca1 capital. As Munck explains,

however, the s"tatist/free enterprise debate ignored the fundanental issue

behind che reorientation of the economy.

The key aspect is rather the need to carry out the re-
articulation of the economy after the end of the sub-
stitution of durable goods cy.cle, and to 1ay the basis for
a nelr 1evel of accr:mulation capable of substituting for
the import of rrcapital" goods and guaranteeing the provis-
ion of basic industrial inputs such as steel and energy
sources such as hydroelgstric power' )a

As a consequence of this re-articulation of the economy, capital goods

production between 1975 and L977 increased threefold, wh.ile the number

of heata machi.nery manufacturers increased from one, in 1974 to t\denty-one

in 1978, half of which were state-contrc'llea.55

The ability of the state to exert its authority w.:-rhin certain

industries without compromising the interests of foreign capital is il1us-

trated by Geiselrs oil policies, particularly Ehose regarding Petrobr6s

as explained by FlYnn.
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The distribution of petrol, which had remained in the hands

of the internaLional companies, was largely brought under
the control of Petrobrds, but \^iithout closi.ng down thei sta-
tions. In bullding up the petrochemicals industry he had

allowed foreign privaLe investme-nt, br-rt acquired the neces-
sary hoJ.dings for Petrobrds so that lt retained control of
the production of the ravT'materi,als needed by the petro-
chemicals lndustry. He alsc created Braspetror an inter-
national subsidlary of PetrobrSs, reaching oil production
agreenents w-ith producilng countires that found themselves
in conflict with the international- oil comparrie".56

Thus rrdriLe internationaL capital was noL always able to determine the outcome

of state policy, !ts perogative to accumulate capital was never seriously

challenged by the regirre, tltus.trating the compatibility of interests between

the main elements of the <iomlnant bloc.

The development of capital goods industries required a raassive infu-

s:ion of capital which foreign inve5tors were hesitant tc risk. As a

result the state increasingly relied on debt financingr as oPposed to direct

foreign investment, in order to meet its objectives. Exacerbated by the

effects of the recession , BraziL's foreign debt mushroomed duri.ng the late

1970s fron 922 billion in 1975 to $40 bil-l-ion in l-928.57

Without this financing, BraziL and Mexico would have been
forced back into a more extensive use of domestic resources.
This would have forced policymakers to accePt either a lower
Earget rate of growth or, alternatively, a drastic change
in the fiscal financial, exchange, and trade politics in
order to rnobilize sufficient domestic resourqqs to have
serviced the higher <iesired rates of growth.58

The latter al-ternative wotild have set the governmenr- on a collision course

ra: tn foreign capital which would have viewed with suspicion the nationaList

overtones. of such a policy. The alternative of accePting lotrer growth rates

was precluded by the abundance. of loan inoney a'iailable particularly in

Europe from 1967 on. Thus the state was ab,le Eo malntain higher grovrth

rates during the 1970s Csee Table VII helow), buE at the price of leaving
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an enormous foreign debt for

Period

19 50-5 5

1955-60

1960-65

1965-70

1970-75

1975 (estinated)

future administrations to cope

'Table VII

with.

Percentase Rates of Gfowth of Domestic Ffoduct and
Industrial Output 1950-1978

GNP

6.8

6.8

4.5

t.)

9.3

5.8

Indus trv

10.0

3.7

10.8

11.8

6.7
59

Oppg.sition !n rhe i970s

BraziL's industrial developrnent, based on the penetration of foreign

capital, had a major impact on the working cLass, which became clear by the

early 19704. Jos6 Alvaro ltois/es argues that foreign investment has led to

a differentiation of the industrial structure, which in trrrn fosters a het-

erogeneity within the workirrg "1."".60 Consequently, in the most dynamic

sectors, those wi.th the highest degree of foreign penetration, labour organ-

ization also tends to be more dynamic, or militant. The very nature of

workers' demands in these secEors reflects a more sophisticated level of

conflict.

The first sigas of resistance appeared in L972 after labour had

recovered fronr its defeat in 1968' A grassrootg re$Ponse to deteriorating

wage leve1s, caused by rising inflation, manifested itself in a series of

localized strikes and slowdowns by metal-workers from several sLeel and auto-

roobile plants, twc of the most dynamic sectors of Brazilian industry. This
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mobilization of the metalworkers occurred outside th.e official union struc-

tures, and without the knovlledge of the pelegos which indicated the orga'niza-

tional capability of the rank and file. In the next two years similar

industrial actions occurred whfch lncreasingly resulted in tunC-er the counterl

pay increases' from the indirrldual factory owrlers'

Thus, a conflict sltuation at the factory level led
comPany directors to break. the rules irrposed by the
government. Thls eertainly'did strengthen the action potential
of the rank-and--fl1e movement and allowed for an accumula-

t,ion of experience wtrich coul-d Prove valuable-to generaLe
and consoLidate solidarity and internal- cohesion'"

Because independent factory,comrittees wexe outlawed by the government' the

oposigto Sindical \,!ras created in sio Paulo as a collective channel to articu-

late r.lorkersr demands and organize their initiativ"".62 Once again a parallel

labour organization cherlLenged the authority of the traditional trade union

structure which- dated back to the Vargas era'

Geisel's conmiEment tO poliCical liberalization, or tdecompressionr,

whi.ch he had espoused since coming to Pe,wer, received a major setback in the

congressional elections of Novenrber L97t+. Despite his 102 eBergency \tage

bonus designed to appease labour, the gcvernment party ARENA suffered a

major defeat as the opposition MDB Party more than doubled its representa-

tion in congress. In addition, the MDB alsc increased its share of seats

in the ""t.t".63 lts greatest successt however' l'as the caPture of six

state assemblies, includi,ng the leading industrial states of Sao Paulo,

Rio Grande do Sol- and what rsas tater to become the state of Rio de Janeiro'

In its victory the opposition enjoyed not only the support of labour, but

alsc of various sectors of the milddle classqs, including the local industrial-

ists whose position had been eroded by the fail-ure of the 'miracle' and
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the increasing threat of state Por'rerr a$

the church which increased their demands

politics (eg. a return to constituEi'onal

excesses of the regime. The military's

ins.titutional crisis whlch has continued

those within the dominant b1oc.

well as students, the Press and

for the normalization of Brazilian

democracy), and an end to the

failure at the pol1s Pointed to an

to haunt political leaders and

The seriousness of the current political. crisis curreritly
faced by th.e regirne i.s related to a recurring problem of
the dcminant classes. narnelyo th€ir inability to establish
mechanisms for politilcal domination based on some sort of
consent fro,m the social cLasEes as a whole, and especially
the popular classes. 64

Thus the failure of Ehe ruling class tc legitimate its dominance through

bourgeoi.s democratic lnsEitutions rePresents a crisis of hegemony which has

been cent,ral Eo BraziL's political develoPment throughout the ft'/entieth

century. As l'Ioisds exPlains,

Skipping from crisis to crisis and facing the consequences
of serious defeats in the electoral arena, the Brazilian
military. goverfinent never failed to promise to "redemo-
cratize" the country. these past L4 years - yet whe:never
conditions seemed propitious for such redemocratization,
some fresh crisis emerged and served to end so-called
"1iberali zing" ptoj""tt. 65

The localized industrial actions organized by the Oposiglo Sindical

continued through th.e mid-1970s serving to "generate and consolidate solidarity

and internal cohesion among the various grouPs which were active at the

various 1ev.ls."66 It was the consolidation of this grassroots movement

which made possible the mass demonstrations and strikes of 1978' Organized

by the Metalworkers Union of Sdo Paulo and th-e ABC region (Santo Andr6,

S5o Bernardo and 36o Caetano)" the strikes were launched in an attenpt to

make up for wages lost througtr- the wage indexing system used by the state
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wtrich tied wage increases to the inflation rate. The revelation in 1977 that

the previous gorernment had tanpered wittr- the wage system made matters even

worse for Geisel, whose atter,pt to placate labour, including a 437" wage

increase after the 1974 electionsr were proving totally unsuccessful.

An investigation by econmtists from the InLernational
Monetary Fund forced the governm€:nt Lo admit that Delfim
Neto, former Mintster of Finance and father of the
tteconomic mircalett had doctored the inflation figtrres
for L973. As a result, workers had heen robbed of 24.L2
of the raises Legal-Ly. due thecr under the official indexing
system.67

Mass meetings were mobiLized j'rmnediately' to pressure the governnent to

cdtpensate the reorkerg. In 1"1ay, 1978 metalwort<ers struck for a 20% increase

and won. As a result of ttr-e strikers success, Ehe Oposigdo Sindical caLled

for,

. . . the transformation of the, unions controlled b1' the
nilitary and its puppets into genuine instruments of
class struggle, giving equal importance to organizing
the working cLass at the base 1evel and !g combining
legal and clandestine fo:ms of struggl..68

This meant the formation of factory ccnmrittees and inter-factory commiEtees

to strengthen the neEwork of union activists which would supersede the

authority of the official union leadership. I{owever the opposition was

only partially successful in its objective. Not all the union locals had

been able to unseat the pelegos to replace then wich activist union leaders

known as 'autenticosr. Thus Joaquim do Santosr an experienced pelego and

the leader of the metalworkers union in Sio Pauio was able to manipulate a

strike vote after the walkout of 300r000 metalworkers to win a cc,mpromise

settlement w.hjlch fell f ar $hc'rt of r"rorkers I dernands. This broke the

momentum of the movement temporaril-y and strikes 1ed by the autenticos in
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Osasco ended in defeat for ttre workers in face of increasing resistance

from the utploy"t".69

The government's divide and conquer tactic proved only a temPorary

barrier to labour rnilitancy. On 1vIarch 12n 1g7g, two days before the

inauguration of Geisel's successoro Jof,o Baptista Figuerido, metalworkers

in the ABC regiorl went on strike demanding gavernment recognition of sherp

floor union del.egates, lncreased job security and a minimum wage of U.S. $200

per month. This attests: to the militancy of the 'autenticosr such as Luis

Ignacio da Silva (Luta) r Fresi.dent of che Metalworkers Union of Sto Bernardo

do Campo and Diaderr, *o has become a central figure in the labour movemenc

in ttr-e 1980s. The strike spread to Sao Pau1o, where auto workers overturned

th-eir leaders' decision to compromise wieh the government. When Figuerido

declared the strike ill-egal on March 16, 1979 broad sectors of the population

including students, churches, larryers and journalists came out in suppcrE

of the strikers, collecting food and money for their cause. Within a week

the government responded by intervening in the unions, replacing the autenticos

with more agreeable union leaders and occupying the union headquarters in

Sao Bernardo. After two days of battling with police, the workers were

finally subdued by government forces. While the fighting ceased, the workers

remained off the job until Lhe gcvernment made a compromise offer and Lula,

at a rally of 701000 workers recontrtrended that they end the strike to prevent

a permanent intervention of the unions. Although the workers agreed to

Lulats recortrnendation, the strike was never completely resolved as workers

demanded the reinstatement of their leaders and refused to work overtime

as a safeguard against stockpil-ing for future work stopPages. In addition,

rnilitant public enrployees struck in several cities and states, testing
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the liber a1ization movement initiated under Geisel, and continued under

Figuerido.

The strikes of the late 1970s represented a significanE step forward

for Brazil's lahour *ot"rn.r,t. Workers regained the right to strike for the

first time since its aholition in 1964. The tnstitutionalized Erade union

organLzation lost its monopoly'of power over the labour movement Ehrough the

formation of factory comrnittees, integrated into the broadly ba-eed Oposig6o

Sindical, and through the challenge of the rnilitant autenticos to the govern-

ment union leaders, the pelegos. Although the strikes ltere ostensibly a

response to the government's wage freeze and its failure to meet even the

inadequate provisions of the official indexing system, its irnplications

went much further.

what remains uncleat is whether the strike movement can
be contained within its Present economj.c dimensions, or
will evolve into a clear political challenge !9 the dictator-
ship and its capitalist model of develoPment./v

It is rhis ambiguity which reinforced Ehe split within the urilitary between

the hardliners who favotrred a crackdorm on dissenters, and the tmoderatest

who continued to press for a limited appeasement of labciur in order to give

the regime a semblance of legitimacy. However, recent Brazilian history he:s

shown that should the pressure from the working class contirtue to motlnt'

the split within the military can be expected to be resolved in favour of the

hardliners who wotrld then have a free hand to end the liberalization and

return to a more repressive form of dictatorship.

Conclus ion

The period since the coup has been marked by a rapid modernization of

the productive forceso based on a reorientation of the ecoTromy toward the
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external market, ending Ehe substitution of consuner goodg cycle which by the

early 1960.s had ceas-ed to function as the motor of capital accumulaEion.

Military interventlon had as its, ohjectlve the restoration of the rate of

profit through the intensificatton of the expLoitation of labour, and through

theenploymentofstateandforeigncapitalr,lhichwouldlaythebasisforanew

cycle of accumulation. This new cycle of accurnulation, base:d on the develop-

ment of the capital goods and the production of high technology manu-

factured goods for export, required uassive investment, some of which came

from profits of state enterprises, and scrne of which came from di.rect foreign

investment. tto*""r"r" it has been noted that Brazilts economic growth du.ring

the 1970s was increasingly reliant on debt financing b1'which the state assumed

ttr-e risk of investment'

By. the 1980s the consequences of BrazIL economic strategy became

clear, as the foreign deht carried the country to the brink of insolvency.

International Currencv RdrtLew estimated in November 1982, that the foreign

debt, including s.hort term trade credits and indigenous loans secured th.rough

offshore centresr was close to U.S, $100 bilLion, well above tLe official

figure of approximateiy U.S. $S0 billiorr.71 The doubling of the official

debt figure from U.S. $40 billion in 1978 was attributed largely to the rise

in interes; rates which greatly increased the cost of serving the debt.

Thus ttr-e foreign debt has played a key role in fostering Brazi1- 's integration

into the world economyr and has illustrated clearly that Brazilian development

remains: a dependent development. As a result, while BrazlLts economic crisis

has its or.tm internal dynamicso ttr-ere ie also the external dimension which

linits the state's capacity to resolve th.e crisis. The r.rorld recession caused
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a decline in demand for Brazil's manufactured exports as'well- as a drop in

the price of traditional- cornmodities such as coffeer soya bean and iron ore.

This decline further frus.trated the government I s attempts to meet its debt

pa)4nenE s.

Lnternational capttal- has tried to impose an uasterity progran on

the government in return for extended creditq to cover Brazil t s debt servicing

cost. The conditions proposed by the IMF in 1982 included:

-A change in the prevailing wages and salary policy whereby
the minimum wage is adjustad every six months, in aecord-
ance with changes in the cost=of-Living Index--an arrange-
ment vrhich ttr-e Fund consLders to be a virulent engine of
inf lati'on

-A drastic reduction in subsidies, especially those extended
to exporters and to the Brazil-ian agricultural sector.

-The liberalizati:on of r'nportsi and: i2
-Ttre reduction and eventual elimination of exchange controls"-

The IMF package advocated a return to the cessionist policies characteristic

of the Branco and Medici regimes, and a break wi.th the nationalist orientation

of the current regime under Figuerido. It also posed a serious challenge

to the lib.eralization Ct'distensaott) policy initiated by'Geisel in the early

1970s and incorporated hy his successor. By attacking the wage policy tht:

government would inevitably be drawn into a major confrontation with a Polver-

ful, rnilitant and newly.independent union motrement. As Munck notes, the

t liberalization' under Geisel rras ttthreatening to become an upsurge of the

masses under Figuerido."73 Thus in 1983, as in Lg63, "The capital-wage labour

relation is at the centre of the developing cris'is of ttr-e Brazilian state."74

The currenL economic crisis leayes few options oPen to the dependent capiralist

state. Ae class contradictions intensify it wili be necessary to defend

those interests to which ttr-e rnilitary. l'.s directly and indirectly indebted.
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A reEurn to the repression of t?r-e national security state looms large on

BraziL's horizon in the: 1980s.



CONCLUS.lON

This thesis has sought to identify and evaluate specific concePts

arising out of Marxist state theory as they apply' to the Process of dependent

capital-ist development. The utiLity of these conceFts has been ilLustrated

through a concreEe stu.dy of BraztL's economtc develop/ment and the role of

the state in that development. Suctl an approach is consistent with Marxts

methodoLogy which necessttates the analysis of empirically given circum-

stances in order to understand the relationship between the mode of produc-

tion and its corresponding state form. Given this methodology, the analysis

of dependent deve.LoPment in Brazil enhances the understanding of several

theoretical issues raised in chapter one.

First, with regard to the process of dependent development itself,

it has been shown that Brazilts integration into the world market resulted

in the blocking of the productive forces, and the reinforeement of Brazil's

relations of dependence with advanced capitalism. These relations were

defined through tl'e exchange of agricultural-exPort comrodities, such as

coffee and sugar, for consumer goods in what Bettelheim refers to as a

'disadventageous international speciaLization' vfrich pre-e-mpts the full

development of capitalist relations of production, and Lhus retards tte

process of industrialization in domlnated social formations such as Brazit'

In fact, the blocking of the productiye forces in Brazil led to the preserva-

tion of precapital.ist modes of production which still exist today in certain

sectors of the: economy.

133
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Industrial growth, which took place by the end of the nineteenth

century, was financed to a large extent by profits earned through the

expansion of coffee exportsr. either through direct investment frcm the

coffee planters or through state lncentives which were financed through

revenues generated from the coffee industry. The dependence of capitalist

industry on precapitalist production constituted the basis of thr: contradic-

tory unity of Brazilian production w.hich is central to the theoretical

premises of dependent development. In chapter four it was shown that the

contradictory unity of production remained an important factor in develop-

ment, as. illustrated hy- the pastorl.zation program in the underdeveloped

western regi ons of Brazil-.

Marxist state theory, however,.'incompleEe! it is claimed to be, gives

considerable insight into the developmenL of the dependent state and into

the l-ogic of state intervention. The thottrouse' analogy, offered by Marx

in Chaple5 I to illustrate the role of the state in colonial societies,

is particuiarLy approprlate for th-e anal.ysis of the dependent capitalist

state. Like the hothouse, th-e dependent state serves to speed up the

development process in undera".r.rolJ"olti"", providing the grorndwork

for the devel.opment of monopoly capital

' State intervention does not result from the Process of over-
accumulation and crisis characteristic of advanced capital-
ismr\but rather from a "scarcity of capital" or the incapa-
city'of private capital to lay the basis for the expanded
reprod.uction of peripheral capitalt*.' /

In Brazil the state pursued its objectl.ve in three phases. First during

the O1d Republic state intervention was directed towardq the developrnent

of the general conditions of production, incLuding the subsidization of

imnigration to provide a surplus Labour force, as well as the financr'ng of
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infrastructural development. The second pha*"e, initiated under Vargas,

saw the creation of the corporatisc state whose jurisdiction went beyond

infrastructural development into the rnore dynamic fields of energy produc-

tion and the production of bas.ic metals such as iron and steel. In addit-

ion, the state attempted to lncorporate the working class into the political

system through the creation of state control-l-ed union organizations. The

current phase, since the rni-lltary' couPr has been marked by an expansion

of the state productive sector into the capital goods industries, as welt

as an increase in the production of military hardware for export. During

this phase the state has entered into joint ventures with foreign capital

in order to expand its financ.ial base, and has engaged in debt financing

to meet its growth targets. Regulation of the working class took on a more

repressive character as populist mechanisms of social control- proved

inadequate to suppress labot',r opposition. Throughout the entire period of

capitalist developmenE in Brazi-L, state intervention has been a crucial

factor in offsetting the costs of production. It has therefore been a key

force in offsetting the faLLing rate of profit which is endemic to capitalist

production.

The role of the state in creating the social conditions for capital

accumulation is much nore overt in dependent capitalist formations th:in in

the, advanced capitalist countries where the indigenous ruling class is also

the political responsibilities of the ruling class, ensuring that the state

serves to facilitate the accumulation proces,s, and that it effectively

neutralizes the organized Portter of ihe suhordinate classe€' Quartim

explains the reason for ttr-e politlcal domirrance of the military.
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...because the hegemonic sector of the Brazilian
economy (the international monopolist corPorations)
lives abroad and is only represented in Brazil by its
local managers and straw bosses"^the political dominance
of the nilitary is strengthened.z

Its strength has been enhanced because of its interdependence with the

economic roLe of the s:tate. The centralization of its cormand structure and

its neutrality vis-i-vis the regions within Brazil- make the military ideal

for carrying out the rationalization and centralization of state decision-

rnaking which is a precondition of dgvelopment. Furthermorer because of the

rueakness of bourgeois institutions $uch as parliament, political parties

and unions, ttre military is Lhe. only viable institution to mediate the:

class, struggle, fi1-1ing a void whi.ch for the most part does not exist in the

advanced capitallst cour,.tries.

i'iihat-'h€s-ffiF ;;d . . . is that an originally non-political
7' institution--th.e army with its own very sPecific structure
f ana its own social Practice--has become political because
i ; r r:ae t-ha nn1'r inef r'frrf inn nn rrhi'nh fho horrrseoisie cani it wap the only instituti:on on qrhich the bourgeoisie can
i ---t-- 3\. rely.\_:* -*

Thus., while Mexico., like Brazil, is a dependent capitalist social fo:mation

th€ success of the Partido Revolucionario Institucion (PnI) in incorPorat-

ing the popular sectors into the political system has enabled ttre armeid

forces to accept a supporti.ve, rather Ehan direct role in state decision-

making.

Although it is necessary, as Munck suggests, to take into account

i:he political. matrix of state intervention in dependent social formations"

it is ioportant to remember that the dynamics behind dependent develoPment

cannot be divorced from thei general laws of capitalist development. Thus

ttr-e dependent state performs the sane general function as any otlter capital-

iet state in that it is,



L5t.

...onLy the organi.zatLon with which bourgeois society
provides itself in order Eo maintain the general external
conditions of the capitalist mode of production against
encroachrnents either by workers: or by individual capital-
ists.4

Because modern BraziL, like ott.er underdeveLoped countries, has hqd to endure

high levels of chronic unemplolnuentu in other words, a large pemanent

reserve army of Labour, the state can only.maintain the general conditions

of capitalist deveLopment through the kind of repression characteristic of

the National- Security.Doctrine. That this form of state ir-terventicn has not

been widely practised in the devel.oped world, is not to suggest that Ehe

intens.ification of the present w'crl-d economic crisis will not necessitate Ehe

development of suc.h a mode of social. control. ttln the sphere of producti.on

the deveLoped countries are more advanced; in the development of methods of

open repression the underdeveloped r*orld leads the way."5 Thus the analysis

of the role of the. state in dependenE socj.al for:urations, potentially explains

as much about the future of advanced capital.ism as it does of the development

of dependent capitalisrn.
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