
B R A Z I L : T H E  E C O N O M Y  U N D E R  L U L A 4 3

The fact is that, since being launched in 1994, the Plano Real has
proved to be an enemy of economic growth. Only in the first two years
of the Plan, 1994–1995, did Brazil manage to grow faster than the world
average, as shown in table 2. Since then, the country’s performance has
been below the world’s average, only approaching it in 2000 and 2004,
when international conditions were exceptional. In every other year,
growth has been mediocre or nil, as in 1998, 1999, and 2003.

There has been very little difference from the point of view of
growth between the successive governments in Brazil. In the first
Cardoso term (1995–1998), average growth was 2.6 percent, while in his
second term (1999–2002) it was just 2.1 percent (table 3). Over the three
years of the Lula government, average growth has been 2.6 percent, a
figure that will not alter much this year. The average for the last ten
years (1996–2005), just 2.2 percent, is mediocre and not enough for the
country to create enough jobs and give better living conditions to its
citizens.

Table 3: Brazil—growth rates by government
Years/Periods Government Average rate of growth of GDP (%)

1995–1998 Fernando Henrique Cardoso 2.6

1999–2002 Fernando Henrique Cardoso 2.1

1995–2002 Fernando Henrique Cardoso 2.3

2002–2005 Luiz Inácio Lula da Silva 2.6

2006–projected Luiz Inácio Lula da Silva 3.0

1996–2005 FHC and Lula 2.2

Source: IBGE. 

It could be argued that the Cardoso government had to face a series
of international and domestic economic storms that checked growth, al-
though his lack of success in this field cannot be blamed entirely on these
events. In his first term in office, Cardoso had to face the Mexican finan-
cial crisis (1995), then the crisis in Southeast Asia (1997), and then the cri-
sis in Russia (1998), with the result that the real collapsed and was
sharply devalued in 1999. During his second period he had to face the
cooling of the U.S. economy, the effect of the 9/11 attacks (2001), the cri-
sis in Argentina, and, also in 2001, the energy crisis at home. Except for
Lula’s first year in office (2003) when mistrust was still prevalent, Brazil
has sailed on quiet financial waters. With the support of international
markets and financial institutions it has managed to improve dramati-
cally its financial, fiscal, and country risk indicators, as shown above. In
fact, Lula has implied that under his administration Brazil will start a


