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Congdering on one de the gpplause to Argentina s President Carlos Menem
economic paliciesin the 1990s and the same praise that recaives President Lulatoday
from the North, and, on the other hand, the absence of comparabletribute to the
economic polices adopted by the ASan economic authorities, it occurred to me some
time ago as Imple as paradoxd amessure of the qudity of econorric policies adopted
by medium income deveoping countries: the higher the gpplause they recaive from the
North authorities, the worse they will be in promoting economic growth and
internationa competitiveness

Thelogic behind issmple. Usng their agendiesin Washington, therich
countries put together a series of diagnostics and gandard policiesto orient the
economic palides of medium income devel oping countries. This‘ conventiond
orthodoxy’ is supposad to promote economic growth, but, in fact, checksit: they
neutraize the competitive cgpadity of such countries, thet, theoreticdly, should profit
form their chegp labor and capacity to import technology to grow fadter then
developed countries and gradudly convergeto their levels of development.

Given the assumption that economic growth is acompetition between
developing countries to obtain foreign savings, the centrd growth oriented
recommendation isthat they fight for them. According to conventiond orthodoxy, the
countries thet thet more strictly fallow the recommendations will win the contest and
will become entitled to direct investments and foreign finence. Y &, consdering thet
foreign savingsis synonym of current account defidats, internationd experience show
exactly the opposite: the countries that grow are the onesthat do not follow such
advice and achieve regular balance or current account surpluses This, however, is
irrdevant to conventiond orthodoxy whose logic doses with the fact thet, once
acoepted the recommendation, the countries will become dependent of ther creditor to
roll over their debts and, thus, constrained to the practice of ‘confidence building’ —i.e.
to be ill more devoted dot the advices and pressures coming from the North.

The praisesto Lula adminigtration coming from the rich countries do not bother
me anymore they just confirm my meesure. Y&, when amgor intdlectud asitis
Anthony Giddensjoins, | cannot day in Slence | share with him amoderate left
perspective, and amoderate netiondist gpproach, in o far ashe, asa British ditizen,
and |, asaBrazlian, notwithsanding committed to internationd soliderity, see our



countries and the world on the perspectives and interests of respectively Britain and
Brezil.

Giddens praised the Lulaadminigrationin aninterview to Folha de S Paulo
(5.3.2006). He says “In any centre-left adminigration there will be the ones that will
say that itisnot sufficently left, thet it should expend morein the socd sector. |
understand that most of Lula s Srategies are correct. He must be cautious on the fiscd
Sandpoint, given the enormous Brazilian public debt, which must be faced. If it isna,
the country will soend dill more with interess’.

Dear Giddens firg, Luld s adminigration is not centre-left. Hisinteres rate
policy istranderring around 6% of GDP from the poor to the rich (edificdly the
rentiers) through the payment of abosurd interests on the public debot (I am supposing
that 296 of thetotd 8% tota interest payments would be necessary to pay, giventhe
public dett). Second, Luladid not got under contral public expenditures: the primary
aurplusincreased because taxes were increased. Third, Luladid not limited socid
expenditures he rediricted outlays to education and hedlth care, but increasesthe
assgenddig expenditures

The present economic polidesin Braz| are kegping the Brazlian economy
undable and quas- Sagnant. Thered basic interest rate decided by the Centrd Bank is
around 12%, much higher then Braal’s country risk (2,3%) plusthered interest rete
on Treasury bonds (2%6). Immohilized by thisincredible interest rate, the economic
authorities are unable to Sop astrong gppreciation of thered, which, in two or three
years will push the country again into balance of payment problems. Y, sncethis
srong red poalicy incresses red wages, the * exchange rate populism’ involved will
help Lulain the next October presdentia dections

Inthetwo times | wasin Oxford, | became impressed by British netiondism: a
avilized, sodd-liberd nationdism naturaly adopted by anation which wasthefirg in
higory to achieveits nationd revolution, and, o, knowswheat is and what isnat
convenient to its nationd interests In Brazil thisis not the case: our ditesare
dependent, our nation lacks the necessary solidarity and determingtion, and Luld's
adminigration is uncritica adoption of conventiond orthodoxy isasad expression of
thesefacts. In order to achieve reasonable rates of growth, Brazil neadsamuch
stronger control of Sate expenditures, and a Srategy to escgpe from the long term trap
of high interest rates and overvaued currency.



