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Despite some remarkable improvement in the last few years, trade liberalization in Brazil is still small comparatively to other countries. The Brazilian international trade coefficient, measured by the sum of imports and exports, is yet much lower than that observed for countries with a similar national income. This (although not the only) factor has restricted the growth of the Brazilian economy. 

One of the major elements of the trade liberalization process the Brazilian economy has been put through is concerned with trade relationships in a growing context of regionalism, which was energized after the creation of Mercosur in the early 1990s, and still in the process of negotiation, aiming at the geographic expansion of trade agreements with partner countries. Due to either economic or political reasons, Brazil has sought different regional integration strategies in an attempt to foster economic development.

Given the negotiation approaches to the future of the region, Brazil contemplates three alternatives for the creation of trade blocs. Firstly, Brazil is directly involved in the creation of the Free Trade Area of the Americas (FTAA), resuming the process started in 1994, which proposed the integration of Western Hemisphere economies in a one-of-a-kind free trade agreement. Secondly, interested parties have already shown political commitment towards a trade agreement between Mercosur and the European Union, despite the fact that its implementation has stumbled upon specific problems that are difficult to address in the short run. Finally, the Doha Development Round of the World Trade Organization (WTO) has launched a more general round of multilateral negotiations, highlighting the role of Brazil as a global trader. In general, these scenarios may define resource allocation anew in the Brazilian economic space, with potential winners and losers throughout the process. Effects associated with trade creation and diversion constitute the core mechanisms for the transmission of changes in trade patterns of the Brazilian economy and their consequences on the Brazilian economic space. In this paper, we outline some important factors that may help elucidate the relationship between trade liberalization and space in the context of economic development in Brazil.

Overview on the international insertion of Brazilian states 
Comparative advantage has been regularly used to explain the trade pattern of a given region. The Ricardian theory explains comparative advantage in terms of differences in supply resulting from technologies and resource availabilities that are specific to the regions involved in the trade process (Bowen et al., 1998). The Brazilian economy is not internally homogeneous, with striking variations across regions and sectors. When analyzing the international trade framework of Brazilian states, one should bear in mind the specific characteristics of each state, i.e., its productive structure, the availability of natural resources, government incentives, the tax system, transportation costs, and easy access to external markets, among other factors. These are determining factors for the trade pattern of each state. Coupled with these factors, there are also tariff and nontariff barriers, agreements and trade preference systems among the countries that discourage the use of comparative advantages of states for the trade in specific products.

Table 1 shows a balance among the major Brazilian trade partners in the 1996-2002 period. The destination of approximately 27% of Brazilian exports was to the European Union, 26% to the rest of the world, 25% to the NAFTA, 13% to the Mercosur and 8% to the rest of the FTAA. The import pattern was well balanced across the five regions. Approximately 32% of Brazilian imports was from the European Union, 29% from NAFTA, 17% from Mercosur, 15% from the rest of the world and 5% from the rest of the FTAA. A more in-depth data analysis allows us to assert that the trade framework of Brazilian states is not so well balanced as the Brazilian trade framework as a whole. Such difference can be explained, for instance, by the discrepancies in transportation costs, economies of scale and factor endowments across Brazilian states.
The main markets for North region products were the European Union and the rest of the world, which accounted for 67.96% of the total amount exported by the region. In the state of Pará, the major trade partners were the European Union and the rest of the world (40.69% and 39.07%, respectively). As to the source of goods, the rest of the world had a remarkable importance. Its participation in the total amount imported by the North region reached 62.82%.

In the Northeast region, the NAFTA was the major trade partner, with a 31% participation in the total amount exported by the region. Exports from the states of Ceará, Paraíba and Piauí concentrated on specific goods. Ceará exported 53% to the NAFTA; Paraíba exported 46% to the NAFTA, and Piauí exported 49% to the European Union. Imports had a better distribution, though.

The NAFTA was also the main destination of exports from the Southeast region. There was considerable participation of the European Union and of the rest of the world in the exports from the Southeast region: 23% and 24%, respectively. Exports were better distributed in the states of São Paulo and Rio de Janeiro. Exports from Minas Gerais concentrated on  specific goods. The European Union and the rest of the world were the major partners of this state (66%).

The Mercosur was not the major trade partner of Southern states, despite their proximity. Only 13% of the total exported from the South region was destined to the Mercosur. Imports, however, amounted to 24%.

The Central West region showed a highly concentrated distribution of exports. The participation of the European Union in the region’s total export value reached 60%. The European Union was the main destination of exports from the states of Goiás (56%), Mato Grosso (66%) and Mato Grosso do Sul (50%).

Table 2 shows a large regional concentration in the Brazilian international trade framework during the study period. The Southeast and South regions accounted for 83% of exports and for 82% of imports. The participation of the Southeast region in the total export and import values corresponded to over 50% for all five regions considered. The state of São Paulo accounted for 50% of exports to the Mercosur and for 54% of exports to the rest of the FTAA.

The Southeast and South regions accounted for 89% of total exports to the Mercosur. The states of São Paulo and Rio Grande do Sul were the main exporters.

Table 1. Trade direction: exports and imports 

of Brazilian states according to source and destination (1996/2002) (%)

	
	Mercosur
	NAFTA
	Rest of the FTAA
	European Union
	ROW

	
	Exp
	Imp
	Exp
	Imp
	Exp
	Imp
	Exp
	Imp
	Exp
	Imp

	North
	6.19
	1.69
	20.17
	16.45
	5.67
	5.75
	33.58
	13.29
	34.38
	62.82

	AC
	15.32
	7.42
	25.85
	17.00
	13.57
	0.94
	33.97
	68.35
	11.29
	6.30

	AP
	2.74
	0.26
	7.17
	15.26
	4.12
	15.38
	31.41
	30.39
	54.55
	38.70

	AM
	24.55
	1.01
	33.02
	5.98
	24.71
	5.67
	5.17
	13.47
	12.55
	73.87

	PA
	1.79
	4.48
	17.27
	73.16
	1.18
	5.29
	40.69
	10.06
	39.07
	7.02

	RO
	13.31
	8.07
	27.30
	46.07
	3.47
	6.02
	17.33
	27.34
	38.59
	12.50

	RR
	0.01
	0.07
	4.09
	3.20
	50.44
	74.88
	10.98
	10.97
	34.48
	10.87

	TO
	0.57
	19.68
	26.90
	12.82
	0.20
	0.60
	49.22
	24.20
	23.12
	42.71

	
	
	
	
	
	
	
	
	
	
	

	Northeast
	11.76
	16.98
	31.71
	26.83
	4.50
	12.78
	26.16
	14.83
	25.88
	28.58

	AL
	1.65
	14.82
	22.93
	49.69
	0.80
	0.28
	7.12
	7.81
	67.50
	27.40

	BA
	15.24
	16.06
	32.19
	30.50
	5.11
	14.31
	24.79
	11.82
	22.67
	27.30

	CE
	11.92
	21.97
	53.73
	30.59
	8.90
	11.71
	16.90
	12.93
	8.54
	22.80

	MA
	7.68
	2.32
	21.79
	25.07
	0.33
	19.99
	42.02
	14.91
	28.19
	37.72

	PB
	8.46
	12.76
	46.56
	24.82
	5.32
	1.41
	23.29
	26.35
	16.38
	34.65

	PE
	11.81
	25.24
	22.11
	9.46
	6.24
	12.29
	21.20
	20.91
	38.65
	32.10

	PI
	1.84
	5.87
	32.03
	48.47
	1.81
	1.39
	49.25
	16.03
	15.06
	28.24

	RN
	5.67
	12.22
	39.61
	45.19
	5.48
	2.01
	35.07
	16.90
	14.16
	23.68

	SE
	23.97
	44.17
	13.09
	5.31
	7.80
	1.52
	49.43
	34.95
	5.71
	14.06

	
	
	
	
	
	
	
	
	
	
	

	Southeast
	15.05
	16.33
	27.36
	31.73
	9.91
	4.66
	23.29
	42.62
	24.39
	4.66

	ES
	3.89
	29.20
	33.20
	36.13
	2.47
	6.20
	28.31
	22.28
	32.13
	6.20

	MG
	8.48
	16.29
	20.65
	40.50
	4.44
	3.48
	35.57
	36.25
	30.86
	3.48

	RJ
	12.87
	22.68
	25.64
	21.42
	16.53
	3.72
	15.71
	48.46
	29.25
	3.72

	SP
	19.11
	13.72
	29.13
	30.97
	12.09
	4.82
	19.15
	45.66
	20.52
	4.82

	
	
	
	
	
	
	
	
	
	
	

	South
	13.04
	24.70
	23.24
	30.12
	6.11
	3.04
	29.03
	23.17
	28.58
	18.97

	PR
	10.18
	23.73
	14.17
	17.36
	4.57
	3.67
	38.63
	34.85
	32.45
	20.39

	SC
	13.48
	19.74
	26.37
	45.19
	6.88
	2.26
	27.99
	20.74
	25.29
	12.07

	RS
	15.11
	27.13
	28.97
	35.10
	6.96
	2.81
	21.89
	14.81
	27.06
	20.17

	
	
	
	
	
	
	
	
	
	
	

	Central West
	4.55
	14.33
	4.52
	9.53
	3.40
	12.22
	60.88
	29.35
	26.64
	34.57

	DF
	0.89
	3.43
	9.44
	0.43
	0.75
	1.46
	39.20
	58.24
	49.72
	36.44

	GO
	4.46
	24.46
	12.34
	18.33
	2.42
	4.60
	55.95
	16.16
	24.83
	36.46

	MT
	1.22
	12.96
	1.68
	16.52
	3.15
	8.46
	66.64
	17.12
	27.31
	44.94

	MS
	15.77
	14.56
	1.69
	3.46
	5.86
	51.26
	50.44
	10.76
	26.24
	19.95

	
	
	
	
	
	
	
	
	
	
	

	Brazil
	13.42
	17.11
	25.43
	29.23
	8.06
	5.37
	26.88
	32.76
	26.21
	15.53


        Source: MDIC (elaborated by the author)

Table 2. Participation in total export and import 

according to destination and source (1996-2002) (%)

	
	Mercosur
	NAFTA
	Rest of the FTAA
	European Union
	ROW
	Total

	
	Exp
	Imp
	Exp
	Imp
	Exp
	Imp
	Exp
	Imp
	Exp
	Imp
	Exp
	Imp

	North
	2.67
	0.83
	4.32
	8.62
	3.77
	8.34
	6.95
	3.18
	7.47
	15.24
	5.55
	7.21

	AC
	0.01
	0.00
	0.00
	0.00
	0.01
	0.00
	0.01
	0.02
	0.00
	0.00
	0.00
	0.01

	AP
	0.02
	0.00
	0.03
	0.03
	0.05
	0.14
	0.12
	0.05
	0.21
	0.06
	0.10
	0.04

	AM
	1.93
	0.43
	1.12
	7.96
	2.98
	6.84
	0.20
	2.66
	0.52
	14.83
	0.99
	6.61

	PA
	0.62
	0.31
	3.04
	0.37
	0.63
	1.12
	6.53
	0.36
	6.58
	0.25
	4.34
	0.44

	RO
	0.09
	0.04
	0.10
	0.25
	0.04
	0.08
	0.06
	0.06
	0.14
	0.03
	0.09
	0.06

	RR
	0.00
	0.00
	0.00
	0.00
	0.04
	0.15
	0.00
	0.00
	0.01
	0.00
	0.01
	0.01

	TO
	0.00
	0.05
	0.02
	0.01
	0.00
	0.00
	0.03
	0.03
	0.01
	0.05
	0.02
	0.03

	
	
	
	
	
	
	
	
	
	
	
	
	

	Northeast
	7.11
	10.68
	9.54
	3.91
	4.26
	24.57
	7.40
	4.74
	7.61
	9.14
	7.63
	8.06

	AL
	0.06
	0.24
	0.55
	0.05
	0.05
	0.02
	0.14
	0.07
	1.39
	0.24
	0.54
	0.19

	BA
	4.55
	4.55
	4.68
	1.73
	2.39
	12.01
	3.44
	1.67
	3.26
	3.86
	3.73
	3.32

	CE
	0.75
	2.20
	1.78
	0.70
	0.91
	3.58
	0.52
	0.67
	0.27
	1.19
	0.83
	1.24

	MA
	0.83
	0.17
	1.12
	0.13
	0.05
	4.85
	2.01
	0.58
	1.41
	1.42
	1.30
	0.99

	PB
	0.10
	0.26
	0.29
	0.07
	0.11
	0.09
	0.15
	0.29
	0.10
	0.40
	0.17
	0.26

	PE
	0.58
	2.55
	0.56
	0.66
	0.49
	3.85
	0.49
	1.09
	0.94
	1.67
	0.63
	1.64

	PI
	0.01
	0.03
	0.14
	0.08
	0.02
	0.02
	0.19
	0.04
	0.06
	0.07
	0.11
	0.05

	RN
	0.11
	0.20
	0.39
	0.29
	0.17
	0.10
	0.34
	0.14
	0.14
	0.20
	0.26
	0.18

	SE
	0.11
	0.48
	0.04
	0.20
	0.06
	0.05
	0.12
	0.20
	0.01
	0.08
	0.07
	0.20

	
	
	
	
	
	
	
	
	
	
	
	
	

	Southeast
	63.83
	54.01
	62.13
	76.99
	71.12
	49.98
	49.94
	74.21
	53.57
	60.26
	57.73
	66.72

	ES
	1.42
	8.34
	6.50
	5.34
	1.51
	5.99
	5.12
	3.48
	6.03
	5.76
	4.88
	5.40

	MG
	7.90
	6.90
	10.78
	3.21
	7.04
	4.92
	16.76
	8.15
	15.02
	3.42
	12.75
	5.61

	RJ
	3.98
	7.76
	4.12
	10.95
	8.11
	3.93
	2.38
	8.42
	4.38
	10.36
	4.05
	9.27

	SP
	50.53
	31.02
	40.73
	57.48
	54.46
	35.14
	25.68
	54.17
	28.13
	40.72
	36.04
	46.44

	
	
	
	
	
	
	
	
	
	
	
	
	

	South
	25.09
	32.86
	23.37
	8.94
	19.42
	12.70
	27.75
	16.12
	27.90
	13.32
	25.62
	15.98

	PR
	7.00
	11.63
	4.69
	4.10
	5.03
	5.64
	12.93
	9.01
	11.16
	5.28
	8.95
	7.02

	SC
	5.36
	4.16
	5.53
	1.15
	4.63
	1.54
	5.61
	2.27
	5.17
	1.37
	5.37
	2.00

	RS
	12.73
	17.07
	13.16
	3.70
	9.77
	5.52
	9.21
	4.83
	11.58
	6.67
	11.30
	6.97

	
	
	
	
	
	
	
	
	
	
	
	
	

	Central West
	1.30
	1.62
	0.63
	1.54
	1.42
	4.41
	7.96
	1.76
	3.45
	2.03
	3.47
	2.03

	DF
	0.00
	0.13
	0.01
	0.99
	0.00
	0.18
	0.04
	1.17
	0.05
	0.70
	0.03
	0.89

	GO
	0.34
	0.99
	0.45
	0.26
	0.27
	0.63
	1.91
	0.36
	0.86
	0.80
	0.91
	0.59

	MT
	0.21
	0.18
	0.13
	0.07
	0.73
	0.39
	4.87
	0.12
	1.96
	0.31
	1.94
	0.22

	MS
	0.75
	0.31
	0.04
	0.21
	0.42
	3.22
	1.13
	0.11
	0.58
	0.22
	0.60
	0.33

	
	
	
	
	
	
	
	
	
	
	
	
	

	Total
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00


Source: MDIC (elaborated by the author)

Strengths of international trade

Based on information about international trade flows, Perobelli (2004) calculated the strengths of trade for Brazilian states. The method adopted explicitly considers the comparative advantages shown by the states. In general, there was a large concentration of trade flows from Central and Southern Brazil, where the states had a more diversified export base, whereas the states located in peripheral regions proved more highly specialized in international trade. In these states, there were comparative advantages in products whose production benefits from very specific factors, such as availability of natural resources, low workforce costs, and even tax incentives that generate spurious competitive advantages. The main results are presented next (see Table 3).
North Region

This region had the least significant results. The state of Acre did not have any strength points and the states of Roraima and Tocantins had only one strength point (wood & furniture and agriculture, respectively). The results showed that the wood & furniture and agriculture sectors are the strength points of the region. In the state of Amazonas, non-ferrous metal, electric and electronic equipment sectors were the strength points in the trade with the FTAA and Mercosur. This result can be partly explained by the presence of the Manaus Duty-Free Zone.

The mineral extraction sector is important to the state of Pará, especially in the trade with the rest of the world and rest of the FTAA. Investments in the Carajás project may explain this result.

Northeast region
The textile, clothing and footwear sectors were extremely important to the international trade of most states of this region.

The state of Bahia had the largest number and widest variety of strengths in trade. The most important were: a) pulp and printing products (a strength point in the trade with the NAFTA, the European Union, rest of the FTAA and rest of the world), b) chemical products (a strength point with the five regions analyzed), other chemical products (a strength point with the Mercosur, rest of the FTAA and rest of the world), and d) textile products (a strength point with the NAFTA, the European Union, rest of the FTAA and rest of the world).

The state of Ceará also plays an important role in the trade of the Northeastern region. The European Union was its major trade partner during the study period, with seven sectors as strengths, namely: agriculture, textile, clothing, footwear, meat, processed animal products, non-ferrous metals. The textile, clothing and footwear sectors were also strengths in the trade with the rest of the FTAA and Mercosur. The results for these sectors can be explained, among other factors, by investments in the sector in the metropolitan region of Fortaleza.

The good results of agriculture in international trade for the states of Pernambuco and Rio Grande do Norte can be explained by the production of fruit for export in the Vale do São Francisco and Vale do Açu.

Southeast Region
This region showed the best distribution of strengths in trade. The state of Espírito Santo had the following sectors as strengths: a) coffee (a strength point with the NAFTA, European Union, rest of the FTAA and rest of the world), b) mineral extraction and non-metallic minerals (strength points with the five regions analyzed), and c) steel industry (strength points with the NAFTA, European Union, rest of the FTAA and rest of the world).

The mineral extraction, non-metallic mineral, non-ferrous mineral, and steel sectors were the strength points in international trade for the state of Minas Gerais. There is a certain level of specialization in international trade in this state. It should be underscored that such specialization occurs in sectors with high added value.

In the state of Rio de Janeiro, the main sectors in international trade included chemical products, pharmaceuticals, perfumes, and oil refining.

The state of São Paulo showed the largest number of strength points in trade with the Mercosur and with the rest of the FTAA, including the following sectors: machinery and tractors, cars, trucks and buses, electrical material, among others.

South Region
This region showed several strength points. In the state of Rio Grande do Sul, the strengths were the footwear industry, located in the Vale dos Sinos (Sinos Valley), with the European Union, NAFTA, rest of the FTAA, and rest of the world. The transportation sector can also be regarded as important to the international trade of this state, since it revealed strengths in the trade with the Mercosur, rest of the FTAA and rest of the world. The industrial district of Caxias do Sul accounted for the positive results regarding the metallurgy and food sectors.

In the state of Paraná, the wood & furniture sector is still one of the major activities of international trade. In the state of Santa Catarina, the textile and clothing sectors were the main activities in international trade. This result can be explained by the investments made in the towns of Blumenau and Joinville.

Central West Region
This region had a small and concentrated number of strength points. Most strength points were related to the agricultural sector, especially in the trade between the states of Mato Grosso and Mato Grosso do Sul with the NAFTA, European Union and rest of the FTAA. The participation of this region in the production of soybeans, rice, corn, beans and wheat shows the importance of the agricultural sector for the GDP of this region. In the early 1970s, the region accounted for 10.8% of the total production. In the early 1990s, it accounted for 24.1% of the production (Diniz, 2000). The mineral sector in the international trade of the state of Goiás also plays a crucial role.

Table 3. Strength points in international trade: 

Brazilian states (1996-2002)

	
	NAFTA
	Mercosul
	União Européia
	Resto da Alca
	Resto do Mundo

	
	
	
	
	
	

	Norte
	
	
	
	
	

	AC
	-
	-
	-
	-
	-

	AP
	Bebidas e outros alimentos
	-
	Madeira e mobiliário


	-
	Madeira e mobiliário



	AM
	Agropecuária

Madeira e mobiliário


	Outros metalúrgicos

Material elétrico

Material eletrônico

Bebidas e outros alimentos

Indústrias diversas
	Madeira e mobiliário


	Outros metalúrgicos

Material elétrico

Material eletrônico

Bebidas e outros alimentos
	Outros metalúrgicos



	PA
	Extrativa mineral

Madeira e mobiliário

Químicos não petroquímicos
	Bebidas e outros alimentos
	Extrativa Mineral

Metalurgia dos não ferrosos

Madeira e mobiliário

Refino de petróleo e indústria petroquímica

Óleos vegetais


	Madeira e mobiliário
	Extrativa Mineral

Metalurgia dos não ferrosos

Madeira e mobiliário

Químicos não petroquímicos

	RO
	Madeira e mobiliário
	-
	Madeira e mobiliário


	Agropecuária

Madeira e mobiliário
	Madeira e mobiliário

	RR
	-
	-
	-
	Madeira e mobiliário


	-

	TO
	-
	-
	Agropecuária


	-
	-

	
	
	
	
	
	

	Nordeste
	
	
	
	
	

	AL
	Prod. benef. de origem vegetal


	-
	
	-
	Químicos e não petroquímicos



	BA
	Metalurgia dos não ferrosos

Papel e gráfica

Químicos e não petroquímicos

Refino de petróleo e ind. Petroquímica

Têxtil

Indústria do açúcar

Óleos vegetais

Indústrias diversas
	Siderurgia

Químicos não petroquímicos

Químicos diversos

Material plástico
	Minerais não metálicos

Papel e gráfica

Químicos e não petroquímicos

Material plástico

Têxtil

Calçados e art. de couro e peles

Indústria do açúcar

Óleos vegetais

Indústrias diversas


	Papel e gráfica

Químicos não petroquímicos

Químicos diversos

Material plástico

Têxtil


	Metalurgia dos não ferrosos

Papel e gráfica

Químicos e não petroquímicos

Químicos diversos

Material plástico

Têxtil

Indústrias diversas



	CE
	Agropecuária

Calçados e art. de couro e peles

Carnes

Óleos vegetais
	Material eletrônico

Têxtil

Vestuário e acessórios

Calçados e art. de couro e peles


	Agropecuária

Minerais não metálicos

Têxtil

Vestuário e acessórios

Calçados e art. de couro e peles

Prod. benef. de origem vegetal

Óleos vegetais


	Material eletrônico

Têxtil

Vestuário e acessórios

Calçados e art. de couro e peles


	Minerais não metálicos

Calçados e art. de couro e peles



	MA
	Siderurgia

Metalurgia dos não ferrosos
	-
	Metalurgia dos não ferrosos


	-
	-

	PB
	Têxtil

Vestuários e acessórios

Calçados e art. de couro e peles


	Vestuário e acessórios

Calçados e art. de couro e peles


	Têxtil

Calçados e art. de couro e peles

Carnes

Bebidas e outros alimentos


	Têxtil

Carnes


	Calçados e art. de couro e peles



	PE
	Material plástico

Vestuário e acessórios

Carnes

Indústria do café
	Metalurgia dos não ferrosos

Material elétrico

Borracha

Material plástico

Têxtil
	Agropecuária

Borracha

Vestuários e acessórios

Calçados e art. de couro e peles


	Borracha

Material plástico

Têxtil

Vestuários e acessórios


	Minerais não metálicos

	PI
	Agropecuária

Químicos não petroquímicos


	-
	Químicos não petroquímicos

Calçados e art. de couro e peles

Óleos vegetais


	-
	-

	RN
	Agropecuária

Extrativa mineral

Vestuário e acessórios

Indústria do açúcar


	-
	Agropecuária

Têxtil


	Agropecuária
	Vestuário e acessórios



	SE
	Calçados e art. de couro e peles


	-
	Bebidas e outros alimentos
	-
	-

	
	
	
	
	
	

	Sudeste
	
	
	
	
	

	ES
	Extrativa mineral

Minerais não metálicos

Siderurgia

Químicos não petroquímicos

Indústria do café
	Extrativa mineral

Minerais não metálicos
	Extração de petróleo, gás e outros

Siderurgia

Metalurgia dos não ferrosos

Químicos não petroquímicos

Indústria do café


	Extrativa mineral

Minerais não metálicos

Químicos não petroquímicos

Indústria do café

Indústria do açúcar
	Extração de petróleo, gás e outros

Minerais não metálicos

Siderurgia

Químicos não petroquímicos

Indústria do café



	MG
	Extrativa mineral

Siderurgia

Outros metalúrgicos

Indústria do café

Indústrias diversas
	Extrativa mineral

Minerais não metálicos

Siderurgia

Metalurgia dos não ferrosos

Material plástico
	Extração de petróleo, gás e outros

Siderurgia

Metalurgia dos não ferrosos

Automóveis, caminhões e ônibus

Químicos não petroquímicos

Indústria do café


	Minerais não metálicos

Siderurgia

Material eletrônico

Automóveis, caminhões e ônibus

Borracha

Indústria do café


	Extração de petróleo, gás e outros

Minerais não metálicos

Siderurgia

Químicos não petroquímicos

Indústria do café

	RJ
	Minerais não metálicos

Siderurgia

Metalurgia dos não ferrosos

Refino de petróleo e ind. petroquímica

Vestuário e acessórios

Carnes


	Minerais não metálicos

Siderurgia

Material eletrônico

Borracha

Químicos diversos
	Metalurgia dos não ferrosos

Vestuário e acessórios

Carnes


	Siderurgia

Metalurgia dos não ferrosos

Material eletrônico

Borracha

Químicos diversos

Farmácia e perfumaria

Vestuário e acessórios

Indústrias diversas


	Siderurgia

Material plástico



	SP
	Automóveis, caminhões e ônibus

Out. veículos, peças e acessórios

Borracha

Bebidas e outros alimentos


	Metalurgia dos não ferrosos

Máquinas e tratores

Material elétrico

Material eletrônico

Automóveis, caminhões e ônibus

Out. veículos, peças e acessórios

Papel e gráfica

Borracha

Químicos diversos

Farmacêuticos e perfumaria

Indústrias diversas
	Carnes

Bebidas e outros alimentos
	Máquinas e tratores

Material elétrico

Automóveis, caminhões e ônibus

Papel e gráfica

Borracha

Químicos diversos

Farmácia e perfumaria

Têxtil

Carnes

Indústrias diversas
	Automóveis, caminhões e ônibus

Out. veículos, peças e acessórios

Papel e gráfica

Indústria do açúcar

Bebidas e outros alimentos

	
	
	
	
	
	

	Sul
	
	
	
	
	

	PR
	Minerais não metálicos

Metalurgia dos não ferrosos

Madeira e mobiliário

Bebidas e outros alimentos
	Máquinas e tratores

Material eletrônico

Madeira e mobiliário

Papel e gráfica

Indústria do café


	Agropecuária

Madeira e mobiliário

Bebidas e outros alimentos


	Outros metalúrgicos

Material eletrônico

Automóveis, caminhões e ônibus

Madeira e mobiliário

Papel e gráfica

Óleos vegetais

Bebidas e outros alimentos


	Agropecuária

Madeira e mobiliário

Têxtil

Carnes

Óleos vegetais

Bebidas e outros alimentos

	SC
	Minerais não metálicos

Máquinas e tratores

Madeira e mobiliário

Vestuário e acessórios
	Metalurgia dos não ferrosos

Material elétrico

Máquinas e tratores

Madeira e mobiliário

Papel e gráfica

Vestuário e acessórios

Carnes
	Siderurgia

Madeira e mobiliário

Papel e gráfica

Vestuário e acessórios

Prod. benef. de origem vegetal

Carnes


	Minerais não metálicos

Máquinas e tratores

Madeira e mobiliário

Papel e gráfica

Vestuário e acessórios

Prod. benef. de origem vegetal


	Minerais não metálicos

Máquinas e tratores

Madeira e mobiliário

Papel e gráfica

Vestuário e acessórios

Prod. benef. de origem vegetal

Carnes

Óleos vegetais

	RS
	Metalurgia dos não ferrosos

Calçados e art. de couro e peles

Prod. benef. de origem vegetal


	Outros metalúrgicos

Máquinas e tratores

Madeira e mobiliário

Químicos não petroquímicos

Material plástico

Indústria do café

Prod. benef. de origem vegetal

Carnes


	Papel e gráfica

Calçados e art. de couro e peles

Prod. benef. de origem vegetal

Carnes


	Outros metalúrgicos

Material eletrônico

Automóveis, caminhões e ônibus

Madeira e mobiliário

Borracha

Material plástico

Calçados e art. de couro e peles

Prod. benef. de origem vegetal

Carnes


	Agropecuária

Outros metalúrgicos

Madeira e mobiliário

Químicos diversos

Material plástico

Calçados e art. de couro e peles

Prod. benef. de origem vegetal

Carnes

Óleos vegetais

Bebidas e outros alimentos

	
	
	
	
	
	

	Centro-oeste
	
	
	
	
	

	DF
	-
	-
	-
	-
	-

	GO
	Extração de petróleo e gás

Siderurgia

Indústrias diversas
	-
	Agropecuária

Siderurgia

Bebidas e outros alimentos


	Extrativa mineral
	Agropecuária

Siderurgia

Carnes



	MT
	Agropecuária

Madeira e mobiliário


	-
	Agropecuária


	Agropecuária

Extrativa mineral

Madeira e mobiliário
	Indústrias diversas

	MS
	Agropecuária

Químicos diversos
	Extrativa mineral

Siderurgia

Bebidas e outros alimentos
	Agropecuária
	Agropecuária

Bebidas e outros alimentos
	-


Source: Perobelli (2004)

Spatial aspects of Brazilian trade policy 

Regional (subnational) and sectoral impacts of the trade liberalization process have been constantly discussed in the regional context. Haddad and Hewings (2000) analyzed the short-term and long-term regional effects of trade liberalization policies, represented by simulations of tariff reductions, on the Brazilian economy. The B-MARIA model (Haddad, 1999) was used, yielding estimates to three Brazilian macro-regions. A larger disaggregation of macro-regional results was proposed at the state government level and implemented in Haddad and Azzoni (2001); estimates for 26 sectors are provided in 27 Brazilian states. By using the results to assess the changes to the center of gravity of sectoral production, one can note that the more open policies of the 1990s caused a geographic movement towards the Central and South regions, increasing regional disparity.

A study developed by Haddad et al. (2002) assessed the macroeconomic, sectoral and regional impacts of three alternative strategies for trade integration of the Brazilian economy, namely: a) implementation of the FTAA; b) implementation of a free trade area with the European Union; and c) implementation of a general free trade area with all of Brazil’s trade partners. The results, generated from a computable general equilibrium model combined with an interstate trade model, revealed a tendency towards concentration of economic activity in the Brazilian southern and southeastern regions.

Domingues (2002) assessed the short-term and long-term sectoral effects of trade liberalization in the context of an FTAA agreement. The results of simulation exercises show that positive effects of FTAA liberalization on the growth of Brazil’s GDP and on the trade balance should be expected. However, the results suggest that the interaction of market forces in the Brazilian economy is beneficial for the state of São Paulo.
 Moreover, trade liberalization under the FTAA may produce extremely different sectoral impacts.

Quite recently, two studies, developed by Haddad (2004) and Haddad and Perobelli (2005), have drawn some attention to the spatiality of the effects of transportation costs in a context of larger trade liberalization in the Brazilian economy. In Haddad (2004), the main results indicate a “spatial trap distribution” polarized by the center of gravity of the Brazilian economy, strengthening the results of previously mentioned studies. In other words, the central position of the state of São Paulo and of its surroundings still has strong influence on spatial processes in the Brazilian economy. In the short run, this influence can be noticed by the role of São Paulo’s state economy as the key convergence point of accessibility that optimizes the welfare and efficiency of peripheral economies. Regional welfare gains, as well as regional efficiency gains, are strongly associated with easier access to southeastern markets, especially São Paulo; furthermore, in terms of system efficiency, the reduction of transaction costs between the southeastern and southern states, which offer the possibility to explore increasing returns of scale, turned out to be the major trigger of Brazil’s growth. In the long run, relocation effects, combined with the expansion of dynamic regional markets, seem to strengthen the concentration of economic activities.

Haddad and Perobelli (2005) explicitly introduced transportation costs between the ports of entry and exit of international flows and the consumption and production sites in the Brazilian territory. The paper assessed the regional impact of the elimination of barriers to international trade in a context of an integrated interstate system. More specifically, the authors analyzed the spatial hindrances that have a negative effect on the domestic transmission of trade liberalization benefits, for instance, high transportation costs from remote regions. In 2003, over 80% of the total international trade flows occurred via the sea. Based on the location of ports (Map 1), the authors showed that coastal regions have a geographic advantage that allows larger gains associated with a wider integration between Brazil and other countries. The spatial distribution of the ports of entry to state imports (Table 4) and of the ports of exit to state exports (Table 5) shows that some state economies largely depend on ports outside their borders. Thus, for remote regions, i.e., those with difficult access to international markets, the transportation system is of paramount importance to the assessment of relative regional performance associated with the trade liberalization process.

Map 1. Major Brazilian Ports 
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These results – obtained in these and other studies – suggest the existence of a “spatial trap distribution” in the Brazilian economy, combined, to a great extent, with the existing transportation framework in Brazil, with the regional production specialization and with the spatial production interdependence arising from it. Thus, in a wider context of trade liberalization, the traditionally highly developed regions have a privileged starting point.

Note on the productive integration of the Brazilian industry and the spatial interdependence of its exports 

In the case of exports, there seems to be some agreement that their importance is not restricted only to the positive effects they can bring to the generation of trade surplus, or to the creation of jobs and income. By encouraging national production, exports create direct jobs (and income) in the export sectors, and indirect jobs as a result of the existing links in the production chain. In addition, the net foreign currency inflow results in the so-called income effect, i.e., the effect on production and jobs arising from the consumption of economic agents whose income is generated by the export activity.

The increase in job openings and in income due to exports is remarkable, but this relationship is not exhaustively dealt with in this quantitative dimension. To take part in the foreign market and to export goods and services, companies should get prepared to face fiercer competition, and should therefore increase their productivity, reduce their production costs, and increase their efficiency. Zockun (2002), when analyzing data on São Paulo’s state economy, found that after the main variables are controlled, exporting companies tend to generate more added value, to pay better salaries and to have a productivity differential 72% higher than non-exporting companies.

In this case, one may infer that exports affect the labor market not only in terms of job openings, but also because they are associated with workforce qualification, since there is a clearly defined relationship of this qualification with productivity levels. In other words, the export-job opening dyad has a clear qualitative dimension. On the one hand, this is because exporting companies need qualified personnel in order to increase their productivity and compete in the global economy; on the other hand, because they end up having a remarkable effect on the labor market as their demand tends to concentrate on better-educated workers, supposedly those who are better qualified.

Therefore, incentive to export translates not only into the creation of direct and indirect jobs due to an increase in production along the whole production chain, but also into its effects on the relative demand for workforce, based on qualification levels.
 In this regard, since exporting companies use very modern technologies, they tend to have better educated workers. Also, the geographic concentration of these exporting companies causes some impact on the profile of the workforce to be used.

In a recent study assessing the regional impacts of state exports on the creation of jobs, Chahad et al. (2004) demonstrated that qualified workforce was concentrated in Brazilian southern and southeastern states. As qualified workforce abounds in these regions, it is possible to find elements for the empirical evidence of Heckscher-Ohlin theorem in the Brazilian subnational space, especially with regard to the theoretical aspects associated with the characteristics expected from state exports.

One of the key elements of studies that assess industrial competitiveness associated with the Brazilian international trade flows concerns the spatial interaction across regional production frameworks: economic changes in a given region have possible effects on other regions. This finding is extremely important to the assessment of the effects of export-encouraging policies on the regions of a country. Leakage of regional income/output, from spatially well-defined initial shocks, have been a major concern to governors: how is it possible to guarantee that tax/financial efforts required to stimulate productive units within the borders of a given Brazilian state will result in income and jobs for its inhabitants?

Graph 1 shows the regional distribution of industrial multipliers for each Brazilian state. The multipliers were calculated using the interstate input/output matrix for the year 1996, developed by FIPE (Brazilian Institute of Economic Research). The graph shows the distribution of net effects of the industrial multiplier of Brazilian states into two economic spaces, the state itself (intra-regional) and the rest of Brazil (interregional).

Graph 1. Distribution of industrial multipliers, Brazil 1996

[image: image2.emf]0%

25%

50%

75%

100%

AC AP AM PA RO RR TO AL BA CE MA PB PE PI RN SE ES MG RJ SP PR SC RS DF GO MT MS

INTRA-regional INTER-regional


Source: Haddad and Domingues (2003).
These results indicate the importance of interregional leakages in the Brazilian economy, especially to the northern and northeastern states. In these cases, on average, over 50% of the multiplier effect represents the impact on other Brazilian states. In better developed southeastern states, these leakages are lower than 25%. The states of Ceará and São Paulo are examples of this. In the state of São Paulo, 88% of the (net) multiplier effect is absorbed by the state itself; whereas in Ceará, only 44% is absorbed. State interdependence, in case of the Brazilian industry, is quite remarkable. Characterized by a polarization between the Central and Southern regions, this spatial configuration shows a large production dependence of the states located in peripheral regions.

In the specific case of state exports, this situation persists. The study by Chahad et al. (2004) revealed employment multipliers (according to six qualification levels) of standard export units of each Brazilian state and, by using decomposition techniques, it showed the level of intraregional and interregional job creation. The analysis of regional impacts on the job creation resulting from state exports revealed some concentration of qualified workforce in southern and southeastern states. The most developed states benefit from Brazilian exports, meeting, either directly or indirectly, the demand for better qualified workers. In short, one may say that the state of Ceará exports qualified workforce from São Paulo, and the state of São Paulo exports unskilled workforce from Ceará.

Final remarks

All the discussion above focused on the role of trade as a growth factor at the regional level. Several theories advocate the positive view that links trade up with economic development, highlighting the direct gains from international specialization, in addition to additional impacts on the development of a country through a series of multiplier effects absorbed by the domestic economy (Meier, 1989). From the subnational space point of view, the principles of the export base theory (Perroux, 1955) underpin several regional development models.

Recently, however, given the great importance of issues related to the globalization process and to the implicit assumption that the future of a region is strictly connected to its capacity to compete in external markets, international trade has commanded attention from all regional analysts. In the Brazilian case, as shown, its importance is more readily perceived in only some Brazilian states. Would the other states be bound up with an obsolete trade framework, based on the export of poor-quality products targeted at specific markets? Would the regional concentration of international trade flows be irreversible, since liberalization indicates that this phenomenon has been intensified?

In our opinion, the answer to these questions is no. First, we should consider the current tendency towards the expansion of trade agreements involving Brazil, which aim at the gradual reduction of trade restrictions, with increasingly wider geographic areas, as a general equilibrium phenomenon that is complex and dynamic, and whose effects extrapolate into the long-term future. The regional integration process involves issues that link growth up with technology, learning, externalities, political economy and political agreements (Devlin and French-Davis, 1997), whose consequence to the subnational space can be redefined by public policies. According to the current stage of development of the Brazilian economy, market forces tend to have economic activity focused on the Central and Southern regions, but the government can still intervene in order to ease the situation. It is however necessary to set regional planning guidelines for the efficient use of the potentialities of peripheral regions and for the promotion of development and consolidation of dynamic comparative advantages in the regions.

Secondly, interstate trade plays a key role in state economies. Interregional interactions should be taken into account in order to better understand how regional economies are affected, both in international and domestic markets, since the performance of better developed regions has a pivotal role in smaller economies.

The usual characterization of spatial interaction, which considers the region versus the rest of the world, does not contemplate two of its major properties for the elucidation of an interregional system: feedbacks and hierarchy. Interstate trade can potentially trigger the dissemination of feedback effects, which, quantitatively, can be larger than the effects produced by international trade. However, the impact of feedback effects will be partly determined by the hierarchical structure of the regional economic system. In the Brazilian case, for instance, the impacts of the interstate trade of São Paulo on the Brazilian economy are expected to be different from the impacts produced by other states.

Table 6 shows some important characteristics of the Brazilian regional system. Interstate and international export coefficients are provided for all Brazilian states. Notably, interstate exports for all states outnumber, to a greater or lesser extent, international exports. In general, interstate flows have a larger relative importance to less developed states.
  These estimates reveal the importance of interstate trade flows to state economies. Nevertheless, it is necessary to further investigate trade flows across Brazilian states in order to make generalizations about the types of trade involved, the change in their composition over time as Brazilian economy develops, and the implications of these structural differences for the design and implementation of development policies.

Table 6. Interstate and International Export Coefficients:

Brazilian States, 1997

	
	Interstate exports/GDP

(A)
	International exports/GDP

(B)

	Acre
	25.7%
	0.1%

	Alagoas
	30.8%
	4.6%

	Amapá
	5.3%
	3.4%

	Amazonas
	87.7%
	1.9%

	Bahia
	30.5%
	4.4%

	Ceará
	28.9%
	2.1%

	Distrito Federal
	10.4%
	0.0%

	Espírito Santo
	90.2%
	5.6%

	Goiás
	52.6%
	2.3%

	Maranhão
	13.1%
	8.7%

	Mato Grosso
	76.5%
	7.9%

	Mato Gr. Sul
	41.6%
	2.6%

	Minas Gerais
	57.5%
	7.6%

	Pará
	14.5%
	14.0%

	Paraíba
	27.5%
	0.9%

	Paraná
	59.1%
	7.7%

	Pernambuco
	31.2%
	1.1%

	Piauí
	13.5%
	1.2%

	Rio Gr. Norte
	23.8%
	1.4%

	Rio Gr. Sul
	36.1%
	7.6%

	Rio de Janeiro
	32.3%
	1.6%

	Rondônia
	17.6%
	1.0%

	Roraima
	13.8%
	0.3%

	Santa Catarina
	61.7%
	7.9%

	São Paulo
	49.0%
	5.4%

	Sergipe
	39.1%
	0.6%

	Tocantins
	20.5%
	0.6%


    Sources: (A) Gross data from Confaz and IBGE; (B) MDIC and IBGE (elaborated by the author)

Thus, the conclusion is that the future of many Brazilian regions might not be closely related to their performance in international markets, but to their relationship with other domestic markets instead. Once again, there is room for public power intervention through actions targeted at modernizing Brazil’s transportation network, establishing a more efficient interaction between producer and consumer markets, thus maximizing the effects of Brazilian trade policy strategies. Therefore, mechanisms for the dissemination of feedback effects would be created, and the competitive edge of Brazilian products in the international market would be increased.
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� The simulations were performed according to the context of two regions: São Paulo and rest of Brazil.


� See Domingues et al. (2001) for a spatially aggregate impact analysis.


� When measuring the effect related to workforce qualification on state exports, one finds an important element in characterizing international trade flows from Brazilian states, which sheds some light upon the interpretation of such trade model in the subnational space context. 


� Exceptions include the states of Amapá, Maranhão and Pará, whose transportation and communications systems are predominantly destined to the outflow of mineral exports.
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