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started by bringing the 3.75 percent target agreed to with the IMF to 4.25
percent of GDP. In the following years he has easily surpassed the high-
est surplus achieved by Cardoso (3.89 percent in 2002). In 2004 his sur-
plus reached 4.6 percent of GDP and in 2005 it went up to 4.8 percent.
But since interest payments have amounted to 7.26 percent and 8.13 per-
cent of GDP in the last two years, debt has continued to grow because
the surpluses, high as they have been, have not been enough to meet obli-
gations. Thus Brazil has been nominally incurring  a deficit of 3 percent
of GDP.

When Fundamentals Do Not Help Growth

Brazil now shows much-improved financial and economic indicators,
has greatly reduced its external vulnerability, and is seen by the markets
as being well on the way to fiscal soundness. But it has not been able to
use the situation to grow. While the world’s economy has grown by 4.3
percent, Brazil’s grew by just 2.3 percent. Latin America has grown as a
region at the world average, but Brazil has only done better than civil
war-torn Haiti, projected to grow 1.5 percent. Argentina has grown by 9.1
percent, Venezuela by 9 percent, and even Mexico, suffering from hurri-
canes, has grown by 3 percent, which confirms that Brazil has not been
using its better economic fundamentals and the better international sit-
uation to restore its relative importance in the region and the world.

Table 2: Growth rates of Brazil and the world’s economy,
1994–2005

Year Growth Rates (%)
Brazil World

1994 5.9 3.8

1995 4.2 3.6

1996 2.7 4.1

1997 3.3 4.2

1998 0.1 2.8

1999 0.8 3.7

2000 4.4 4.7

2001 1.3 2.4

2002 1.9 3.0

2003 0.5 4.0

2004 4.9 5.1

2005 2.3 4.3

Source: CNI, “Sem crescer, não há saída,” Revista da CNI, São Paulo, CNI, no. 62, April 2006,
16–21. 


