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Comentarios

The Brazilian economy faces important challenges, which
should be addressed to keep (or increase) annual GDP
growth.

The country has made remarkable strides over the last
decade, underpinned by macroeconomic stability and rising
labor standards.

Now is time to build on those gains.

Growth literature: GDP growth is a function on input growth
and productivity increases.

What has been the recent dynamic of capital accumulation,
labor and productivity in Brazil?



BRAZIL HAS A RELATIVELY LOW RATE OF SAVING AND
INVESTMENT BY COMPARISON WITH PEERS
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THERE IS ROOM FOR MEASURES TO IMPROVE PRODUCTIVITY

AND COMPETITIVENESS
EDUCATION BUROCRACY INFRASTRUCTURE
University degree Steps to open a Container cost
(25 to 34 years old) business In USD
South Korea 60% Canada 1 Malasya 450
Chile 30% Mexico 6 China 500
Mexico 20% India 12 Mexico 1450
Brazil 10% Brazil 13 Brazil 2215
Relative Performance Days to open a Energy cost
(Pisa test among 65 countries) |[business Euro per kWh
China 1 New Zeland 1 Argentina 0.04
South Korea 2 Mexico 9 Mexico 0.05
Chile 44 China 38 Europe 0.06
Brazil 53 Brazil 119 Brazil 0.10
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RELATIVE ULCS

Brazil: Unit Labor Costs, 2006-2011

(Index,

average 2008=100)
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OECD; IBGE; and IMF staff estimates

HAVE INCREASED
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Brazil: ULC- and CPI-based Real Effective Exchange Rates, 2006-2011

(Index, average 2008=100)
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Sources: INS; and IMF staff estimates
1/Based on ULCin the manufacturing sector of Brazil's main trade partners, as provided by the OECD .
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ULCS AND POST-CRISIS STAGNATION

e Econometric analysis
suggests IP explained by
many factors (i.e. relative
demand, relative cost
variables, etc).

 Deteriorating ULCs
relative to trading
partners may have
contributed to post-crisis
performance in current
conjuncture.

Table 1: Brazil--Determinants of IP, 2003-2011 1/ 2/

Coefficient Statistic

Domestic demand 049 226 **
External demand 092 259 **
Lagged NEER 036  6.38 ***
Lagged NEER * Post-crisis dummy 3/ -0.22 -3.12 ***
Lagged ULC/ULC* -0.22  -3.58 ***
Constant -0.02  -3.04 ***
R-squared 0.90

Sum squared resid 0.01

Log likelihood 214.81

F-statistic 111.34
Prob(F-statistic) 0.00

1/ Dependent variable is IP. Variables are measured as logs of

quarterly growth rates.

2/ T-statistics based on heteroscedasticity-autocorrelation

consistent (HAC) std errors.

3/ Dummy variable takes a value of 1 in periods after July 2010
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Rebalancing demand from consumption to investment and net
exports would help to secure strong and balanced growth going
forward (while also ensuring external stability).

Rising living standards (higher wages and employment) have been a
crucial success in Brazil. Further sustained gains need to be
matched by improvements in productivity.

Closing infrastructure gaps will help productivity and increase
incentive for private investment. Thus, boosting public investment,
but financing this out of fiscal saving, is a key policy challenge going
forward.

Finally, multiple sources (World Economic Forum’s Global
Competitiveness Index and the World Bank’s Doing Business
survey), place Brazil at low levels in an international comparison for
competitiveness. The results suggest that there is room for
improvement in the business climate.



