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Carajés Corridor also increases the area of land under cultivation and logging activity, and results
in an additional 1,500 km? of area deforested.

When only the Carajds Corridor witnesses a 10 percent increase in exogenous exports
(Altsim03), gross regional product in the Carajds Corridor increases by 3.4 percent, and GDP in
the Macro Region rises by 0.4 percent. The increase in production in the Carajas Corridor’s
logging, agriculture and livestock leads to an increase in the area deforested. This increase in
exports results in an additional 19,400 km? of forest area lost in the Carajas Corridor. The Carajds
Corridor’s purchases of goods from the Macro Region positively stimulate economic activity in
the Macro Region’s forest consuming sectors. An additional 1,900 km? is lost in the Macro Re-
gion as a result of export led expansion in the Carajas Corridor economy (Table 4).

The remaining multiplier simulations look at the impact from an exogenous increase in invest-
ment spending. Although the results are qualitatively similar to the results of an increase in exports,
the economic and deforestation effects are different because of differences in the composition of
investment spending. Changes in investment demand have less direct and indirect impact on the
forest consuming sector than the impact that results from a chan ge inexports. The effects are also
different in the Carajés Corridor because investment goods are less likely to be produced within
the Carajds Corridor itself. Consequently, increases in investment demand have less stimulatory,
short run macroeconomic impact in the Carajis Corridor.

Deforestation Impacts
Square Kilometers

50,000

40,000

30,000

20,000

10,000 -

i I !i-‘T‘!I

Baseline Altsim02 Altsim04 Altsim06
Altsim01 Altsim03 Altsim05

Region [_]Corridor




Willumsen, M. J.; Cruz, R. D.; Trottier, A.: Economic activities and deforestation in Brazil’s Carajds region 181

The Macro Region’s economy is more affected by investment spending than by exports. The
macroeconomic stimulus from a 10 percent increase in investment, however, is greater than the
stimulus from export growth, while the deforestation impacts are smaller. The Macro Region’s
GDP increases by 3.7 percent as a result of a 10 percent increase in both the Macro Region and
the Carajés Corridor (Altsim04 in the Table 1 and graphs). Household income increases by 3.6
percent. This increase in investment spending leads to 15,100 km? of forest being cleared in the
Macro Region.

GDP in the Carajés Corridor increases by 3.3 percent under this simulation, measurably lower
than the 3.7 percent growth under a 10 percent increase in exports. Household income increases
3.2 percent as aresult of the increase in investment demand, while an additional 3,500 km? of
forest is cleared (Table 3).

Altsim05 represents a 10 percent increase in investment spending in the Macro Region alone,
whileAlzsimO6 represents the same percentage increase in investment spending only in the Carajas
Corridor. The pattern of effects is similar to the simulations involving exports: 1) an economic
stimulus to the Macro Region has a much larger effect on the Carajas Corridor than the same
stimulus in the Carajds Corridor has on the Macro Region; 2) economic and deforestation impacts
are smaller when only one region is growing than when both are growing; and 3) the effects on
deforestation occur as the forest consuming sectors adjust to a higher level of production, but
once the new “equilibrium” production level is reached, the effects on deforestation are signifi-
cantly muted.

Developing the metallurgical pole: alternative scenarios

The development scenario examined in the following set of simulations is based on those elaborated
by the Master Plan for Integrated Development of the Carajés Railway Corridor (Plano Diretor
de Desenvolvimento Integrado do Corredor da Estrada de Ferro Carajis, SEPLAN/PGC, 1989),
revised in view of anticipated contingencies, prospects and limitations of the regional metals sector;
More specifically, the scenarios for the years 2000 and 2010 were revised in light of considerations
regarding the prospects for future development of this regional industry and its integration with the
national and international market for metallurgical products.

The plan considered an analysis of current conditions in the world market for steel products.
Current trends indicate a tendency towards stagnation of world demand and few possibilities of
globalization of markets for higher value-added products, especially steel. The analysis also found
‘that Brazilian industries, particularly those located in the Center-Westt Southeast and South of
Brazil, were operating with excess capacity. Althou gh general market conditions do not warrant
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