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Report from Rio by Silvia Palacios 

'Summer Plan' for denationalization 

Creditor banks are making record profits from Brazil's debt 

service, as 60,000 more workers are laid off. 

T he new austerity program just im­
posed on the Brazilian economy marlcs 
a terrible new phase in the looting of 
that country's natural and human re­
sources. While the government of 
President Jose Sarney is carrying out 
a slash-and-burn policy toward the 
state-run sector, including massive 
layoffs, the international creditor 
banks are crowing about the profits 
which Brazilian debt service pay­
ments have enabled them to record in 
the last quarter of 1988. 

On Jan. 15, President Sarney went 
on national Brazilian television to an­
nounce a series of measures which only 
differs from the Argentine "Spring 
Plan" by the season in which they were 
decreed. In his address, he insinuated 
for the first time the possibility of pri­
vatizing such strategic state compa­
nies as Petrobnis and Vale do Rio 
Doce, under the rubric of "democra­
tizing the capital of these companies. " 

The announced measures of Sar­
ney's new "Summer Plan" (it is now 
summer south of the Equator) include: 
a supposedly indefinite freeze on 
prices, a real wage freeze, maintain­
ing "real" interest rates, the gradual 
layoff-beginning in February-of 
60,000 public employees, elimination 
of half a dozen ministries, and a mon­
etary reform to create a "new cruza­
do." 

The first estimates prepared by la­
bor institutions indicate that the wage 
gouge resulting from Sarney' s new 
austerity plan will be on the order of 
50%. For the minimum wage-one of 
lbero-America's lowest-the imme-
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diate reduction will be 10%. Suppos­
edly, one of the prides of the Sarney 
government is that the minimum wage 
is being slowly raised. 

According to the government au­
thorities, the purpose of the new mea­
sures is to get the inflationary spiral­
now approaching 35% a month and 
more than 1,500% a year-under 
some kind of control. But the govern­
ment is really hoping that by somehow 
injecting yet another dose of morphine 
into the patient, it will gain time to 
reach the November 1989 presidential 
elections all in one piece. 

However, since the fall of former 
Finance Minister Dilson Funaro in 
April 1987, the Sarney government 
has been systematically upping the 
austerity doses, and now a monstrous 
recession and denationalization of the 
economy is looming, which threatens 
to bring ever closer the possibility of 
an electoral victory for the pro-terror­
ist communists of the PT party, or of 
the PDT of social democrat Leonel 
Brizola. 

The main author of the "Summer 
Plan" is the oligarch Octavio Guov8a 
de Bulh6es, a self-declared malthu­
sian and admirer of Hitler's Econom­
ics Minister Hjalmar Schacht. Guov8a 
de Bulh6es represents the liberal eco­
nomic school which came to power in 
Brazil during the sixties and has yet to 

be uprooted. One of his disciples, in­
ternational vice-president of Citibank 
and former Brazilian Planning Minis­
ter Mario Henrique Simonsen, ac­
knowledged the anti-growth nature of 
the "Summer Plan" when he told the 

daily lornai do Brasil Jan. 15, "I nev­
er saw a successful anti-inflation plan 
where a recessionary period did not 
exist. " 

Simonsen, who has little by little 
been taking control of the country's 
finances and is determined to see the 
Schachtian policy of "sky-high inter­
est rates" maintained at all costs to 
guard the profits of the banking com­
munity for which he works, told lor­

nai, "If there is rigid control of mon­
etary policy, interest rates must re­
main entirely free." 

Simultaneous with the announce­
ment of the Summer Plan, both Pres­
ident Sarney and his finance minister 
announced that steps would be taken 
to restructure the Brazilian foreign 
debt. Although threatening that a sus­
pension of debt payments could be de­
creed if Brazilian reserves are not ad­
equately beefed up with new credits, 
Minister Manson da N6brega has re­
peatedly made it clear that any such 
moratorium would not be a threat 
against the banks, but a "Venezuela­
style" measure, that is to say, a nego­
tiating strategy with the creditor banks. 

With such a step, Brazil would join 
the plan that social democratic Presi­
dent-elect of Venezuela Carlos ArK:Jres 
Perez has been coordinating with the 
Davos group of Swiss bankers, whose 
content is but a variation of the failed 
Baker Plan for rolling over the debt. 

Thus, the Brazilian government 
has instructed its ambassador in 
Washington, Marcilio Marques Mor­
eira, to begin negotiations with the 
bank advisory committee. The first re­
sult of said negotiations has been the 
Summer Plan, to guarantee the punc­
tual payment of some $12 billion a 
year in interest on the debt. Brazil ob­
tained as a "concession" the suspen­
sion for one year of re-Iending opera­
tions, which was to reach $1.4 billion, 
according to the deal signed with the 
international banks last September. 
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