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Brazil, 200 million inhabitants, 8,5 square kilometers, GDP 2 trillion. Poland, 38 million inhabitants, 313 square kilometers, GDP 470 billion. A smaller scale in Poland, but a very similar per capita GDP. US$10.000 for Brazil, 12.500 for Poland. Both have brought down authoritarian regimes a couple of decades ago, very different ones, but both demanding the building of new political decision making processes, and obviously a redefinition of what our countries want in terms of their future. For Poland, as I see it, in the beginning everything that tasted “West” was good. Just open up and let the market do what it will. Brazil had no ”East” alternative, and had had a good taste of what “free market” really means. It used the strong popular movements that organized to fight the dictatorship to build a quite kind of a Brazilian path, in the sense that many things are different, but the main power structure remains.
Comparing the two experiences would be a very large exercise, there are so many differences. But if we take a few aspects, and in particular the last few years in a few areas, it can prove interesting. Particularly stimulating is the fact that, after the 2008 financial crisis and its sequels, both countries proved exceptionally resilient. The Economist raised the question of why Poland is the only country in Europe that sailed the crisis without a recession. And the Brazilian results, based on social and economic inclusion, also showed the country particularly resilient. Is there a common field, in terms of economic and social strategy? 
The Brazilian paper, Brazil: an Agenda for the Decade, is the result of a large consultation in 2010 coordinated by the National Council for Economic and Social Development (CDES), linked to the Presidency, but the synthesis is the sole responsibility of Ladislau Dowbor, who acted as a consultant for the institution, specifically to organize the key issues and proposals. It presents a basic strategy analysis for the country, in terms of the macroeconomic, challenges, credit policy, social support for the mass of the Brazilian poor, and draws up what could be a strategy for the decade.
  
The Polish paper was prepared in 2012 by the Agencja Rozwoju Regionalnego (ARLEG). with the direct participation of Katarzyna Jakubas, Agnieszka Mlynarczyk and Szymon Hnat, coordinated by Jaroslaw Rabczenko and Robert Kropownicki.  It is centered on macroeconomic data, the Polish banking system, the support for small and medium enterprise, social support policies and the electoral system. 
The strategic issues mentioned in the ARLEG paper appeared to me, from the standpoint of a Brazilian/Polish economist, as challenging, and deserving some comments. I imagine a similar exercise would be interesting from the Polish side and concerning the Brazilian discussion. 

Let me just mention that we all have, in whatever countries we live, some growing common concerns. Environment issues are becoming huge world-wide, as climate changes become more and more evident. and as we look rather helpless in the face of the reduction of access to safe water, the depletion and pollution of aquifers, the disaster of overfishing, deforestation, loss and contamination of agricultural soil, loss of biodiversity and so on. The social issues are also rising. At the beginning of last century we were 1,5 billion, we have now reached 7 billion, and growing at the pace of 75 million persons a year who all want to maximize consumption. The World Bank works on the 4 billion persons who “do not have access to the benefits of globalization” – almost two-thirds of humanity, but also the billions living on less than 2 dollars a day, over a billion on less than 1,25 dollars. Building walls in Mexico, Israel or wherever will not solve the problem. And of course we have the financial crisis, which has created an ungoverned mess world-wide, with 28 “global systemically important banks” (The Economist, 15 Dec 2012 p.75) too big to manage themselves, and too powerful to allow regulation. In fact, the three global critical megatrends, environment, inequality and loss of financial governance are part of our global reality, and in a way have become our common milestones, or common icebergs.
 

The key issue is that the fragile democratic decision process we have inherited after  World War II and Bretton Woods, based on elections and political parties, is being stressed to the limit. We need better governance, accountability and transparency at all levels, including local governments and corporations. This is why when things seem to work in some countries, or even at a lower scale in cities, it seems good to have a look, to watch for common traits and differences. The time when we had to hear “There Is No Alternative – TINA” in the UK, or that we had reached the “end of history” is over. Every one, with unfortunate exceptions at the top, is looking for alternatives.   

Going over the ARLEG paper, the overall impression is that Poland created a reasonably well structured tax system, that it has maintained and developed social policies, in particular for the poor (which the tax system allows to pay for), that it has profited from its apparent backwardness in the banking system which allowed it to better protect productive funding from the global financial speculation, and has put together a strong set of measures to support small and medium enterprise, which is vital in terms of supply, jobs and social balance. And from a management point of view, the decentralized local and regional management system has allowed for the issues to be faced in a dimension where they can be more effectively and flexibly faced. Finally, it has kept, through detailed regulation of elections funding, a reasonable autonomy of political decision in the public sector, contrarily to what the United States and Brazil are facing, where corporate funding of politics has created an inextricable confusion of private interests in the public sphere.      
Allow me now to go over some ideas presented in the very stimulating ARLEG paper.
Basic macroeconomic issues

Poland has maintained a steady GDP growth around or above 3%, which in the present crisis in Europe is a feat in itself. Brazil presents more irregular figures, but quite dynamic overall. A specific Brazilian situation is that it relies heavily on multinational corporations, and these have been sending earnings to the countries of origins, to face the crisis, thus reducing local investment and expansion capacity. A broad discussion has set in in Brazil concerning the “quality of GDP”. Some oil exporters, to give an example, have strong GDP figures which stimulate luxury goods imports from richer countries, instead of stimulating new internal activities or improving the social or environmental situation overall. Growth based on richer internal activity links on the other hand may show less GDP but more quality of life progress and endogenous economic growth. Thus Brazil has moderate GDP figures, but full employment (4,6% unemployment rate) and strong growth of salaries. It is also investing heavily in the social sector, particularly education, and infrastructure: both are important for the long term stimulation of the economy, but do not show in the short term. What seems a common challenge for all of us is really going “Beyond GDP”, on the line of the Stiglitz commission and others. GDP has become too rough and simplified a figure for a modern complex economy.
 
The key common feature in this area is that both our countries’ growth has been based on social and economic inclusion. A CDES analysis states that “in the last five years, Brazil was the country that best used the results of economic growth to raise standard of life and well-being of the population”. (ESP, 07/01/2013). In the Polish case, “O dynamice PKB zadecydował w dużej mierze popyt krajowy, który w badanych latach osiągał tendencje rosnące.” (Arleg, p.7) This is a key issue, since it goes in the opposite direction of mainstream bank-centered policies, which demand more money transferred to banks (the liquidity issue), instead of stimulating the economy by funding consumption, public investment and support for job-generating small and medium business in industry, services and agriculture.
The Banking System

This has important consequences for the banking sector. The redistributive function of taxes has been dwindling in richer countries, since the rich class, and particularly the banks, had the double advantage of paying less taxes and earning more risk-free money on the public debt. The rise in public debt has led to the present stalemate in which the more indebted the public sector is, and thus down-graded in its payment capacity, the more it has to pay in interest, and the more the debt grows. Thus the commercial banking sector “captures” the economic policy as a whole. Poland seems to have escaped this trap, and Brazil partially so. Both, apparently, by maintaining a strong public banking sector, which enabled our countries to undertake counter-cyclical measures through maintaining or even expanding traditional job-creating credit, local support for small and medium enterprise and so forth. 
It is good to recall here the recent reports on Iceland, which came out of its catastrophic situation through public takeover of banks.
 The Arleg report expresses its concern: “Niepokojące są malejące dochody podatkowe – PIT i CIT w latach 2008-2010, które są konsekwencją osłabienia rozwoju gospodarki Polski.” (Arleg: 13) Substituting taxes, usually unpopular, by incurring in debts, which are not immediately felt by the population and which the banks support, is very dangerous. 
Overall, comparing the two banking structures is very interesting. Poland has maintained a strong cooperative banking sector, which “z racji posiadanych niewielkich funduszy własnych banki te obsługują głównie gospodarstwa domowe, rolników indywidualnych i małe rodzinne firmy”. In the words of prof.Balcerowicz, “kryzys nie dotknął Polski, ponieważ polski rynek wykazał się zdrowym zacofaniem”. (Arleg: 14, 22) 
Brazil has been able to support this kind of activity through the Banco do Brasil and Caixa Econômica Federal, and some regional public banks like Banrisul and Banco do Nordeste. For heavy infrastructure we have the BNDES. It must be noted that Brazil’s commercial banking is dominated by only four giants, HSBC, Santander, Itaú and Bradesco, while Poland boasts 642 banks and credit institutions. The de facto cartel  results in sky-high commercial interest rates, in the order of 40% for legal persons, 110% for personal credit, 238% on credit cards. It is to be noted that the post-tax profits of Itaú alone amounted to roughly the same amount as the Bolsa Família, the main income transfer system in Brazil, which reaches 50 million poor. The power structure of the big-bank system makes it very hard to introduce market mechanisms in this political power structure. The present commercial banking structure is considered to be the main obstacle to a more dynamic development in Brazil.  

This certainly is a crucial issue. With all due respect to  Aristotelians, pecunia pecuniam non parit. Good use of money involves sustainable consumption, and most of all productive investment, which in turn demands very time-consuming evaluation of concrete development projects, enterprise support and so forth. It is interesting that the distinction does not exist in English. In French investissements is different from placements financiers, as it is in Portuguese, with investimentos and aplicações financeiras. The English financial jargon uses investment for everything, putting speculation on derivatives on the same level as the creation of a shoe factory or a school. The Economist has tried the curious expression speculative investments to make the distinction. But the main issue is that our financial resources, be they public in the government sector, or savings belonging to the public but trusted to private banks, must be used to stimulate sustainable development and to offset crisis, not to deepen it through pro-cyclical behavior.
  
Small and medium enterprise support

Equally interesting is the support system for small and medium enterprise built in Poland. The Report shows that for every 100 members of working-age population, 12 are owners of their own firms. For every ten thousand inhabitants, there are 28 civil society organizations. (Arleg: 25)  With almost 4 million firms, Poland has a solidly implanted grass-root economic system. With the new generation of technologies, and the transition towards more knowledge intensive activities, the scale economies are becoming less relevant, which means there are very rich opportunities in this mix of a less oligopoly-based economy with new technologies, leap-frogging to the front line of sustainable production, both innovative and job intensive. This kind of development, through its inclusive character, is also important in terms of inequality reduction, but demands a very strong effort in training and technical support. (Arleg:26)

An important issue is raised concerning koszty skladek na ubespieczenie spoleczne. (Arleg:26) We discuss this in the Brazilian paper. The entrepreneurs complain that higher costs reduce their incentive to generate more employment. This is correct from the narrow point of view of the firm, since the working hour is more expensive. On the other hand, as it raises overall demand, all firms will be better off in the macroeconomic level. Brazil had kept dramatically low pays and social contributions for ages, and this created the dual economy, where firms had to work for a narrow high-income market. Cheap labor is very costly overall, and the Brazilian model is precisely reversing the trend, and opening more opportunities for business in general. 
The Program Operacyjny Kapital Ludzki is very interesting in this regard, since it sees the small and medium enterprise support process as simultaneously a technological program and an economic inclusion process. (Arleg:27) This can be particularly interesting in the face of the important sector of small scale agriculture Poland has inherited. Brazil has similar programs in the form of micro-credit (particularly Banco do Brasil and Banco do Nordeste, both public banks) and technical support through institutions like Sebrae, a small enterprise technical support system funded by a percentage of the wages firms pay. The advantage of such a structure is that it works with public interest but without the heavy bureaucratic government superstructure. 
Social support system

 It seems that here too our experiences have very much in common. The key issue is probably the fact that our social policies do not belong to a sector of government (any sort of pro-poor department), but constitute a national state policy: “Pomoc spoleczna jest instytucja polityki spolecznej panstwa” (Arleg:32) This is an essential approach, since poverty, social exclusion, unemployment and other forms that deprive people of their basic rights constitute integrated and interwoven problems that must become a dimension of every sector at all levels of government. Market mechanisms lead the economic system to work according to effective demand – purchasing capacity – not according to necessities. Thus inequality tends to become a vicious circle, demanding public compensation systems. 

The interesting common debate is that social and economic inclusion policies constitute an obvious ethical issue – we are not animals to leave children or adults to be deprived of what is essential, in a rich society – but also good economic common sense. Taking the poor out of poverty makes them more productive – nobody is productive on an empty stomach – and generates an expansion of demand at the bottom of society, which in turn stimulates the economy at all levels. And, last but not least, it is much cheaper to take people out of poverty than to pay for the consequences. 

This is much more than just doing something for the poor. It means changing the economics mainstream. The Economist was, until October 13 2012, quite sure of its economic theory. Inequality was considered to be good, since money in the hands of the rich will become investment, which will generate jobs and prosperity, while money in the hands of the poor will result in just consumption of non-sophisticated goods and an economic dead end. More money in corporates’ bank accounts is good, because private money tends to be managed efficiently, while public money means taxes and corruption. Shedding jobs is good, because the corporation will be leaner (and meaner), which means it will be more profitable. And the unemployed will find something else to do. And of course huge banks are good, because they have so much money and so much political clout that they will not fail, so our savings are safe, which means we are safe too. Milton Friedman went so far as to support such self-serving an argument as “greater inequality would spur people to work harder and boost productivity”. You could like income inequality because it was, in a way, good for the poor, besides being excellent for your pocket. Greed is Good, proclaimed Wall Street.
The recent momentous shift in The Economist views is important, because it is a sort of  bible for right-wing economics. In its special report (October 13th, 2012) opting for “true progressivism, The Economist woke up to the obvious: “Over the past 30 years incomes have soared both among the wealthy and the ultra-wealthy. The higher up the income ladder, the bigger the rise has been. The result has been a huge, and widening, gap – financially, socially and geographically - between America’s elite and the rest of the country”. (p.12)   What’s more, “research by economists at the IMF suggest that income inequality slows growth, causes financial crises and weakens demand...In all sections of society, there is growing agreement that the world is becoming more unequal, and that today’s disparities and their likely trajectory are dangerous”. (6) Simply put, those at the bottom stay at the bottom, or are pushed further down, unless adequate policies are adopted. 
So it is heartening in reading the Polish report this clear statement: “Zadaniem pomocy społecznej jest zapobieganie trudnym sytuacjom życiowym przez podejmowanie działań zmierzających do życiowego usamodzielnienia osób i rodzin oraz ich integracji ze środowiskiem” (Arleg:32) The programs reach 8.1% of the population, which is very significative, and particularly significative is the fact that it reaches 15.8% of the young (“w wieku przedprodukcyjnym”), and is also directed to foreigners, instead of waging war on them.

Figure 25 (p.34, Wykres 25) gives the breadth of critical situations taken into account, not only poverty. (please insert wykres 25), but different family reasons, homelessness and so forth. The result, for example, is that without the social transfers the poverty index reaches 43.3%, while taking in account the transfers the numbers falls to 17.6%. (Arleg:36). 

In Brazil the situation was obviously more critical, since we had a Gini of 0,58, presently down to 0,48, while Poland has a Gini around 0,32, which means overall Poland is much less unequal. Actually, Brazil continues to be one of the 10 most unequal countries in the world. It is thus understandable that the Lula campaign in 2002, running for the Presidency, was centered on the “Fome Zero” motto, or “zero hunger”. After 8 years of Lula government, and 2 years of Dilma, we gradually are reaching more civilized levels. Dilma government’s motto, “A rich country is a country without poor” is eloquent. We are now tackling the issue of the critically poor, those at the very bottom of the pyramid. Basically, 40 million people were lifted out of poverty. Brazil relies on a very large spectrum of initiatives, roughly 150 social and economic inclusion programs, such as Prouni which enables the poor to reach universities, Luz para Todos which ensures everyone has access to electricity, Pronaf which brings more productive credit to small-scale farmers, the minimum wage raised to a more decent level and so forth, rising pensions for the elderly and so forth. 

In Brazil also the banks were crying for “liquidity”. But what maintained the economy firm during the crisis was “liquidity” at the bottom of the pyramid, and it is probable that in the Polish case, both the banking sector situation raised by prof. Balcerowicz, and the strengthening of the social policies converged to protect the country in the critical European situation.

A very interesting issue to be raised – but not in this paper – concerns the institutional and management issues of inequality redressing policies. In the case of Brazil, the policies became a cross-ministerial state policy issue, and for the management the government relied heavily on civil society organizations, churches, unions and so forth. Key projects were directly managed by CSO leaders rather than politicians, people who had managed social policies during their lifetime and now had the law and resources to support them. I raise this issue because it is crucial, and is rightly mentioned in the Arleg report, namely the efficiency issue. We know how to manage a state department or a private company, but we are all learning to manage integrated social policies. The scarce resource is not money, it is management capacity, and the organization of a more democratic decision making process.
Political campaign funding 

This is another key issue. Management capacity is a more critical problem than the existence of resources. We are rich countries. The city of São Paulo, to give an example, with its 11 million inhabitants, boasts 7 million vehicles. Even the poor seek to have a vehicle, frequently having to sacrifice essential goods, because if they have no mobility, they have no income. Having a car is very expensive. With this density of means of transportation, the city is virtually paralyzed. We spend an average 2:43 hours a day in traffic, a time we are not working, nor resting, nor enjoying family life: we are just polluting and spending money on gas, accidents and health. How is it that the most modern city in Brazil, with a per capita product of 20 thousand dollars, did not build the corresponding public mass transportation system? 

Cars are not necessarily the drama. But when millions of persons want to reach basically the same regions at the same time every day in individual transportation means, the result is chaos. Brazil has excellent economists, transportation planners and so forth. But the successive mayors we have had are simply elected by money. In Brazil, corporations are free to fund their candidates’ campaigns, up to 2% of their capital declared in the former year. This means huge amounts of corporate money are directed to choose politicians who will be favorable to fund more infrastructure for cars, and will pay lip service to public transportation. The 2012 national election for local authorities cost Brazil more than a billion dollars. It takes more than a million dollars to elect a federal representative. The result is that in the executive bodies we have representatives of big construction corporations, big media, big banks, big agribusiness – and very few people representing public interest. 

And of course, changing the electoral funding scheme will depend on the approval of a congress elected by this money, generating a “catch-22” situation. The above mentioned The Economist report states clearly the situation in the US: “Broader cronyism between Wall Street and Washington over the past 30 years has allowed financiers to tilt the rules in their favor. The finance industry (along with property and insurance) employs more lobbyists than virtually any other industry, around four per Congressman” (15) Hazel Henderson puts it beautifully: “We have the best congress money can buy”. 

It is presently a central issue in Brazil, since if forces the government to permanent haggling within the government itself. And crucially, it diverts resources to the corporate agenda, even when contrary to the public agenda. It is not anymore an ideological discussion between those who want more room for the private sector on the right, and those who demand more public policies on the left: It is a problem of the private sector sitting inside the government, under political disguise. 

The Polish options presented in the fifth part of the report are in this sense very interesting, with election funding limited to concrete persons, citizens, and with a ceiling to how much each physical person can contribute. But we may be sure that corporate money is looking for space to penetrate the system. 
These are some reflections on the Arleg report. Let me suggest that, as it stands, the report should give more space to policies directed to unemployed youth, a critical situation world-wide, and also to the environmental issues, for sustainability depends critically on more balanced long term policies of preservation of nature, and represents an avenue for the adoption of more sophisticated technologies. Further studies may center on the opportunity small scale farming Poland inherited presents, through leapfrogging to environmentally and technologically scaled up product quality, instead of moving to big scale monoculture, which is showing its limitations worldwide.
  Creating an open access environment for scientific progress, on the line MIT has created (OpenCourseWare – OCW) and the Chinese followed (China Open Resources for Education – CORE), and the UK has contracted with Wikipedia creator Jimmy Wales. The fact that we are moving rapidly to a knowledge based economy has to be central to our economic strategy building. And of course, universal broadband access, making sure that everyone has access to the online knowledge our little planet bathes in, is crucial.

But these are considerations we are all discussing, in so many countries. We are in a rapidly changing universe. There are no single silver bullet magical solutions, but the patient building of more resilient systems.     
� In English � HYPERLINK "http://dowbor.org/2010/09/brazil-an-agenda-for-the-decade-july.html/" �http://dowbor.org/2010/09/brazil-an-agenda-for-the-decade-july.html/�  In Polish, � HYPERLINK "http://dowbor.org/2010/10/brazylia-wskazuje-nowe-drogi-agenda-na-dziesieciolecie-lipiec.html/" �http://dowbor.org/2010/10/brazylia-wskazuje-nowe-drogi-agenda-na-dziesieciolecie-lipiec.html/� 


� With prof. Ignacy Sachs and UN Undersecretary-general Carlos Lopes we have drawn up an overview of challenges and alternatives, see � HYPERLINK "http://dowbor.org/2010/01/crises-and-opportunities-in-changing-times-jan.html/" �http://dowbor.org/2010/01/crises-and-opportunities-in-changing-times-jan.html/� 


� On the territorial systemic productivity issue, see in Polish   � HYPERLINK "http://dowbor.org/2012/01/produktywnosc-systemowa-terytorium-istotne-pojecie-6.html/" �http://dowbor.org/2012/01/produktywnosc-systemowa-terytorium-istotne-pojecie-6.html/�  and in English � HYPERLINK "http://dowbor.org/2011/07/territorial-systemic-productivity-a-contribution-to-local-accounting-6.html/" �http://dowbor.org/2011/07/territorial-systemic-productivity-a-contribution-to-local-accounting-6.html/� 


� For President Olafur Grimsson on the banking rescue in Iceland see the short but clear interview on youtube at � HYPERLINK "http://www.youtube.com/watch?v=51-Jfh6ADH0&feature=youtube_gdata_player" \t "_blank" �http://www.youtube.com/watch?v=51-Jfh6ADH0&feature=youtube_gdata_player�  


� We have presented this issue in a former paper, Kryzys finansowy bez tajemnic,  � HYPERLINK "http://dowbor.org/2009/03/kryzys-finansowy-bez-tajemnic-luty-2009.html/" �http://dowbor.org/2009/03/kryzys-finansowy-bez-tajemnic-luty-2009.html/� ; The investment/speculation distinction is well grasped by David Korten: “I grumble every time I hear business reports on the evening news refer to stock market results by saying “Today, investors [did this or that].” Real investors commit funds and their entrepreneurial energy to creating and growing businesses. People who buy and sell pieces of paper in hopes of making unearned gains on price movements are engaging in speculation, otherwise known as gambling, and those who hold the bets and distribute the winnings are bookies. Simply using honest language would help to distinguish between real investors creating real wealth and speculators creating phantom wealth with financial games”) – David Korten, Agenda for a New Economy, Berret-Koehler, San Francisco, 2009, p. 124 – See p. 122 for a list de 12 measures to face the crisis in Korten’s analysis. . 


� An excellent study of these issues can be found in the IAASTD study,  � HYPERLINK "http://www.agassessment.org/reports/IAASTD/EN/Agriculture%20at%20a%20Crossroads_Executive%20Summary%20of%20the%20Synthesis%20Report%20%28English%29.pdf" �http://www.agassessment.org/reports/IAASTD/EN/Agriculture%20at%20a%20Crossroads_Executive%20Summary%20of%20the%20Synthesis%20Report%20%28English%29.pdf� 





