
"Brazil," Charles de Gaulle quipped in late 1950s, "is the country of 

the future - and always will be".  Many a true word is said in jest.  

Yesterday evening (Sunday 21st August) was one of those 

moments when Brazil projected the image of modernity, 

excitement and underlying competence the country’s government 

and fiercely proud people badly want the world to see.  Against a 

background of colour and song, oomph and excitement, pride and 

revelry, Brazil capped off a successful three-week Olympics, 

handing over the baton to Tokyo 2020.   

While it is fair to say that Brazil successfully managed to confound the nay-sayers and avoid the much-

speculated construction delays and pollution problems many feared would scar the games, the country can no 

longer hide behind its Olympic fig-leaf.    

Brazil is facing a profound political and economic crisis due to gombeenism of its leaders, the inflexibility of its 

legal structures and a challenging global economic landscape that presents numerous challenges the country 

is simply not fit to meet. 

Political meltdown 

On 12th May, the lower house of the Brazilian Congress voted by a two to one margin in support of the impeachment of Dilma Rousseff, the 

former Marxist guerrilla who has served as the country’s President since 2011. 

The proceedings, conducted against the backdrop of a spiralling public debt crisis and rising unemployment, were a stunning turnaround for a 

President who had enjoyed approval ratings of up to 70 per cent just two and a half years ago. The allegations Rousseff face centre on claims 

that, in the run-up to the 2014 elections, money was diverted from state-owned banks into the government’s coffers in order to bolster 

perceptions of the strength of the country’s economy.  Rousseff faces charges for responsibility crimes in the execution of her presidential 

duties, including administrative misconduct and disregarding the federal budget, in violation of the Brazilian Constitution and the Fiscal 

Responsibility Law.  
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Following the two-thirds vote in the House of Representatives, 

Rosuseff was suspended from office for 180 days – a period 

including the entire Rio de Janeiro Olympics.  The final decision as to 

whether to remove Rousseff from office will likely be taken by the 

country’s Federal Senate this Friday afternoon (26th August).  A two-

thirds vote in favour of impeachment would see the President 

removed from office and banned from holding elected office for 8 

years. 

With Dilma’s final removal from office expected to be formalised in 

the coming days, global attention is likely to shift to Vice-President 

Temer, who has served as the country’s interim President since May.   

A long-time Congressman who has served in the House of 

Representatives since the 1980s, Temer was a part of Rousseff’s 

governing coalition but never her party.  Indeed, while Rousseff and 

her predecessor Lula were avowedly socialist, Temer’s own 

Democratic Movement party (PMDB) is centrist in nature and had a 

heartening track record of supporting tighter fiscal austerity and 

privatisation programmes that rescued the country’s economy in the 

mid-90s. 

Temer was initially praised by international money markets for 

remaking the governing coalition to exclude Rousseff allies and bring 

in experienced figures such as the pro-business former Sao Paulo 

Governor Jose Serra who has been appointed Foreign Minister and 

former Central Bank Governor Henrique Meirelles as Finance 

Minister. Yet the coalition has already fallen victim to scandals and 

accusations of maladministration.  

Since May, the twenty five man (and yes, it’s all male – and all white) 

Cabinet has suffered no less than five resignations on corruption 

grounds – including, perversely, the newly-appointed (and rather 

Orwellian-sounding) Transparency, Surveillance and Control Minister 

Fabiano Silveira who was caught on camera criticising the country’s 

anti-corruption drive.   

Outside the Cabinet, other key Temer lieutenants include former Sao 

Paulo governor Paulo Maluf, who risks falling foul of an Interpol 

arrest warrant for money laundering if he leaves Brazil, and Nilton 

Capixaba, who faces charges of misappropriating public funds 

designated for the purchase of ambulances. 

To compound Temer’s woes, the Supreme Court has already ruled 

that he must face impeachment proceedings for the same charges 

as Rousseff.  Similarly, testimony released last month in the trial of 

Sergio Machado, a former senior official in Petrobras, has directly 

accused Temer of brokering a donation of R$1.5 million ($450,000) 

from a construction firm to Temer’s PMDB ahead of the 2012 

elections in order to cash in on lucrative state contracts.  

While Temer’s hold on power looks, at present, to be secure, polls 

indicate that only 17% of Brazilians wish him to see serve until the 

next elections at the end of 2018.   

Refusal to reform: a stark economic reality  

While Brazil had been viewed as a regional exemplar of tight fiscal 

policies in the late 90s, Brazil’s public debt is set to reach 93% this 

year - a move that has prompted S&P to strip the country of its 

investment-grade rating.   

The global drop in commodities prices has undoubtedly contributed 

to the country’s current malaise. External factors, though, are no 

excuse for PT’s fiscal profligacy and failure to tackle a domestic 

business climate that discourages inward investment, frustrates 

start-ups and stifles entrepreneurship.   

There is no clear answer - other than a risky acceleration in deficit 

spending - as how the government will go on paying Brazil's bills. 

Plans to bring about a 0.7% budget surplus this year have been 

unceremoniously shelved.   Over the past decade, GDP per capita 

has rocketed from under $5,000 a year to over $11,000. Associated 

tax revenues more than doubled in the same period.  Rather than 

use the profits of growth to fund infrastructure, the proceeds of 

economic growth have been squandered on a dramatic expansion of 

the welfare state.  

While one would ordinarily expect an emerging market to spend 

roughly 25% of its national income on investment, Brazil’s average 

spend over the past decade has less than a fifth.  Rio de Janeiro may 

have an attractive Olympic village and refurbished Maracanã 

stadium, yet Brazil lacks a single inch of high-speed railway track, its 

roads are falling apart and the state-owned airport system was last 

upgraded in the 1970s.   

Brazil remains one of the highest tax economies in the world, with a 

Corporation Tax rate of 34% - markedly higher than the 25% rate in 

regional competitor Colombia.  Excessive taxation has already been 

cited by HSBC as a reason to cease commercial operations in the 

country.   
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Protectionism remains the order of the day.  Crippling restrictions 

and tariffs continued to be applied to 60% of imports in order to 

prevent local firms being undercut – a regime that has been in place 

since the mid-70s.  As a result, consumer prices in among the 

highest in the world, with electronics and textiles costing roughly 

double what they do in the United States. 

In keeping with the lack of progress on economic reform, the public 

sector also remains in a state of 1970s paralysis.  The country's 

constitution limits Brazilians to a 44-hour hour working week and, 

rather opaquely, index links the value of pensions paid to average 

consumer prices.  Hamstrung by the myriad far-left parties forming 

the governing coalition in Congress and the threats of powerful union 

barons, constitutional reform is currently impossible.  Instead, the 

previous PT administration spent thirteen years tripling the size of 

the civil service while simultaneously hiking state salaries across the 

board.    

Former President Lula 

Election 2018: an unclear picture 

Brazilian elections are famously hard to poll given the country’s large 

rural population, the lack of fixed telephone lines in many poorer 

settlements in rural and urban areas and external factors such as 

the influence of last-minutes celebrity endorsements and diktats 

from evangelical churches to support individual candidates upon the 

process.   

Nevertheless, early polling has been carried out by the respected Vox 

Populi Institute that shows former President Lula as the preference 

of 29% of voters with former Green Party Senator and Sustainability 

Network President Marina Silva and Aecio Neves, who lost a very 

tight race to Dilma Rousseff in 2014 tied on 18%.   

Brazilian opinion polls, however, have a habit of slightly understating 

the support for centre-right candidates. Right-leaning candidates 

tend to have disproportionate strength in wealthy and populous São 

Paulo and its surrounding states and can therefore be diluted by 

(ordinarily sensible) efforts to weight polls to reflect the country’s 

average make-up. In 2014, for example, final first round polls 

showed Aecio Neves on 24% when he actually received 34% while in 

2010 Jose Serra’s support was underestimated by 6%.   

Despite Lula’s lead in this early poll, he should in no way be viewed 

as a front-runner.  Instead, given his universal name recognition 

drawn over three decades of high-profile involvement in public life, 

his 29% score likely indicates a ceiling in his support, rather than a 

strong basis for future growth.  Indeed, polling conducted by 

Datafolha showed that 46% of Brazilians would never consider voting 

for Lula, while the figures for Neves and Silva stand at a relatively 

healthy rejection rate of 29% and 17% respectively. 

For the reasons listed above, it is likely that the 2018 election will 

largely mirror the general pattern of all Brazilian Presidential 

elections since the early 1990s by which the ultimate choice will be 

made between a centrist, business-friendly candidate with their 

electoral base in São Paulo and a more guttural, leftist nominee with 

roots in the social justice movement.  For now at least, that would 

appear to be a race between Marina Silva and Aecio Neves.   

Against a background of corruption, a stubborn refusal to address 

even the most pressing of reforms, and no prospect of meaningful 

change until long after the 2018 elections, Brazil’s prospects looks 

increasingly bleak. De Gaulle, it pains me to say, may well have been 

right. 
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