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ABSTRACT

This thesis is divided into four parts. The first examines the social background of mineiro entrepreneurs and
the source of their capital. The second assesses the structural development of mineiro firms. The third
investigates the process of technology transfer in nineteenth-century Minas Gerais, the dependence of various
firms on foreign technical knowledge, and the limits to the development of indigenous technology. The
fourth examines capital-labour relations and the formation of the labour market in Minas Gerais. The
objective of the research is to consider - and extend - the debate in the literature about patterns of
development in backward economies. According to the “historical determinist” approach, the history of
advanced countries traces out the road of development for less developed economies. Opposing this view,
the “economic backwardness” approach points out that the development of backward countries differs
considerably from the advanced countries in terms of the speed of development and the productive and
organizational structures of their economies. This thesis uses the concept of “economic backwardness” to
investigate the formation of a “spirit of capitalism” in Minas Gerais and how far the Brazilian economy was
able to close the development gap with the more advanced economies. This thesis also contributes to the
study of Brazilian economic history by looking specifically at the process of development of the
state/province of Minas Gerais. The economic historiography of Brazil on the nineteenth century is heavily
based on evidence drawn from Sdo Paulo and Rio de Janeiro and overlooks important socio-economic
differences between the various sub-regions. !

As this thesis demonstrates, the rate and character of the development of Minas Gerais were to a large extent
determined by its degree of backwardness, intellectual climate and natural potentialities, and accordingly the
course of development of the mineiro economy differed considerably from process observed in more
advanced countries. In addition, comparison between Minas Gerais, Sdo Paulo, and Rio de Janeiro shows
important differences among these three economies, mainly in sources of entrepreneurship and labour.
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INTRODUCTION

The nineteenth century witnessed the consolidation of industrial capitalism and the widening of the
development gap between the first industrial countries and latecomer economies such as Brazil. However,
the question of underdevelopment was overlooked by many contemporary economists, who assumed that
the historical experience of countries such as England would repeat itself elsewhere. It was only more
recently that the problem of the development of latecomer economies began to be studied as a problem in
its own right. Economic development in backward countries was not only an unique and specific process,
but also did not necessarily followed the same path taken by the more advanced economies. In other words,
differences were observed in the pace and substance of development in latecomer economies in contrast to
the first industrial countries and it was recognised that these were due to the distinct nature of the historical
process of development of backward countries. Hence, it is important to ask to what extent the process of
economic development of nineteenth-century Minas Gerais repeated the historical experience of the more

advanced economies and in which respects was the mineiro experience peculiar and unique?

Furthermore, for much of the nineteenth century the Brazilian economy has been generally regarded
as a coffee export economy. Indeed, the coffee sector was by far the most dynamic in Brazil during this
period and bas commanded the attention of many economic historians. Coffee was not only the main
Brazilian cash crop, but coffee capital also financed to a large extent the early process of industrialization,
the construction of the infrastructure, and many other businesses such as banking and trade. Consequently,
the major coffee-growing areas of the country, Rio de Janeiro and Sao Paulo, have tended to be the subject
of most studies dealing with the economic development in Brazil. This has led to a tendency to over-
generalize from the experiences of the coffee sector, a process which neglects (or minimizes) important
socio-economic differences amongst regional economies in southern and central Brazil during the nineteenth
century. Minas Gerais, for example, had a much more varied economy than Rio de Janeiro and Sio Paulo
with areas dedicated to mining, ranching, manufacturing, the production of foodstuffs for internal
consumption, as well as the production of coffee for export in the mid-nineteenth century. Thus, some
questions pose themselves: how distinct was the business environment in Minas Gerais from that of Sao
Paulo and Rio de Janeiro? How far can generalizations based on the experiences of the two principal coffee
provinces/states be applied to the case of Minas Gerais? Very little attention has been given to these
questions and very little has been written on the business environment in Brazil to date. In providing
answers to these questions this research will make a contribution to a better understanding of the overall
historical process of development in Brazil,

The purpose of this dissertation is to make a contribution to the study of the process of economic
development and business formation in latecomer economies by studying the formation of a business
environment in nineteenth-century Minas Gerais. The focus of the work is on non-agricultural enterprises.
Business environment is defined as the conditions or circumstances in which people make production and
commercial decisions about their businesses. Thus, it is possible to say that different periods of human

history witnessed different business environments, such as the feudalist, mercantilist, or capitalist. Yet,

12



within these specific modes it is possible to identify different business environments for each stage of
development, for example, competitive capitalism of the beginning of the nineteenth century and mature or
monopolist capitalism at the end of the century. Finally, regarding place, different business environments
can be distinguished from region to region or from country to country.
*kkkkk

As Gerschenkron has pointed out, many nineteenth-century classical economists had faith in a
perfectly comprehensible past whose flow was determined by simple and general historical laws. John Stuart
Mill, for example, has spoken of the slavery of antecedent circumstances' and Karl Marx predicted that:

“The country that is more developed industrially only shows, to the less developed, the

image of its own future”?.

This “historical determinist” approach has dominated the debate about the process of development of
backward countries. Even more recently authors such as Rostow have tried to identify:

“the particular factors of reality which appear to run through the story of the modern

world since about 1700
Moreover, Rostow has described - and attempted to homogenize - the historical development of countries
as distinct as late eighteenth-century Britain and Nasser's Egypt, locating these countries within the same
five-stage pattern of economic growth®.

Studying latecomer countries in Europe, Gerschenkron observed considerable differences in the
nature of their processes of economic development and rejected the “historical determinist” approach.
According to the Gerschenkron, industrial development in backward countries differred not only with regard
to the rate of growth but also with regard to the productive and organizational structures. Differences in the
speed and nature of development were the result of the application of institutional instruments - by banks
or the state - which had no counterpart in the more developed economies. Furthermore, the intellectual
climate within which development proceeded was quite distinct among advanced and backward economies.
Finally, the character of economic development was also dependent on the degree of backwardness and the
natural potentialities of each country®.

Applying a similar set of ideas to the analysis of the process of development and economic
dependence of Latin America, Cardoso and Faletto also reject the “historical determinist” approach.
According to these authors, the interpretations inspired by this approach has always assumed that the

! A. Gerschenkron, Economic Backwardness in Historical Perspective: A Book of Essays, (1962),
p.5.

2 K. Marx, Capital, (1976), I, p91.

3 W.W. Rostow, The Stages of Economic Growth; A Non-communist Manifesto, New York, 3rd.
ed. 1990), pp.1-2.

4 See Ibid., chapter 2.
5 Gerschenkron, op.cit., p.7.
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relations of the political, social and economic systems in the USA and Westem Europe anticipate the future
of the underdeveloped societies. Yet these interpretations also maintain that underdeveloped countries are
late in the development of some aspects of their structure though not in others. However, as Cardoso and
Faletto point out, the differences between developed and underdeveloped economies were not only with
regard to the nature of the productive system, but more importantly with regard to the position of the latter
within the international economic structure of production and distribution. From the beginning, the process
of capitalist development determined one type of relationship between the central economies themselves and
another with peripheral economies. Thus, different stages of capitalist development assigned a different role
to the periphery in the international economic system of production. The process of industrial expansion in
England, for example, required from the peripheral economies a certain degree of dynamism and
development to supply raw materials and to consume manufactured goods. Furthermore, to understand the
process of development in Latin America in all its complexity the pure economic analysis proved to be too
narrow. It is necessary to take into account the relationship between the economic, social and political
dimensions of the process. In other words, it has to take into account the broader environment within which
economic phenomena take place. As the authors pointed out, in Latin America development in a context of
dependency has produced a dynamic and differentiated process’.

Over the years there has been several attempts to explain Brazil's relative historic backwardness,
giving birth to an economic historiography which is, however, largely based on the experience of Sao Paulo
and Rio de Janeiro. In the nineteenth and early twentieth centuries, climate, culture, laws, race and religion
were blamed for Brazil's underdevelopment®. Only after the Second World War has Brazilian economic
history been studied in a more serious and systematic manner’. The structuralist theory, which took shape
under the auspices of the Economic Commission for Latin America (ECLA) just after the Second World
War, was mainly concemed to explain and remedy Latin America’s perceived slow industrial growth.
Focusing on internal bottlenecks and structural crisis in the world economy, cepalistas stressed the historic
limits of export-led growth and observed that the gains from economic specialization and participation in
a relatively open world trade system were not as predicted by conventional liberal theory. Differing income
elasticities of demand for primary and secondary products, the cumulative consequences of cyclical
instability in the international system, and imperfect factor markets in the industrialized economies resulted

in the concentration of productivity gains in the so-called central, industrialized economies, and in the

6 F.H. Cardoso and E. Faletto, Dependéncia e Desenvolvimento na América Latina: Ensaio de
Interpretacio Socioldgica, (Rio de Janeiro, 6th ed. 1981), p.19. See also the English version Dependency

and Development in Latin America, (1979).
7 Ibid., pp.9-34.

8 S. Topik, “Recent Studies on the Economic History of Brazil”, in Latin American Research
Review, XXIII (1988) No.1, p.176.

? Ibid., p.176.
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deterioration of terms of trade for peripheral, primary producing economies'®. The solutions envisaged by
cepalistas were various: (1) import-substituting industrial expansion and export diversification, to be
accomplished with government assistance; (2) agrarian reform; and (3) regional integration''. The main
contribution of the cepalista approach to the Brazilian business historiography is the general assumption
underpinning much of its work that there was a fund of entrepreneurs waiting the right circumstance to seize
economic initiatives'.

For Furtado, ore of the main exponents of the cepalista approach in the Brazilian economic
historiography', up to the twentieth century Brazil's growth was based upon a succession of export staples.
Until the emergence of coffee as the main cash crop in the second half of the nineteenth century, subsistence
predominated and the Brazilian economy remained as an archipelago of loosely linked export enclaves. The
earlier mono-product booms had fostered anti-progressive, seigniorial attitudes amongst the local oligarchies,
which led to the consolidation of a conservative, patrimonial state. Only with coffee production in the
province of Sdo Paulo after the 1860s, a new social and economic configuration emerged creating a more
propitious environment for business development and economic diversification. There is now an extensive
literature devoted to coffee and development, but much of it is mainly based on the experiences of Sio
Paulo and Rio de Janeiro™,

During the 1960s, the shortcomings of the cepalista development model and school of historical
analysis provoked radical criticism. The distorted nature of Latin American industrialization, particularly the

failure to promote an autonomous industrial development, the dominant position of foreign-owned

19 C.M. Lewis, “Historia Econdmica y Historia Empresarial: Tendencias recientes en la Literatura
Brasilefia, ¢.1850-1945”, (Mimeo., paper presented at XXVII Asemblea CLADEA, La Gerencia en la
América Latina: Experiencias Comparativas, Universidad de los Andes, Bogotd, Octubre 21 a 24 de 1992),
pp.2-3.

' C. Abel and C.M Lewis, “General Introduction”, in Latin America: Economic Imperialism and
the State, ed. C. Abel and CM Lewis, (1991), p.4.

12 Lewis, Historia Econdmica y Historia Empresarial, p.3.

13 For the Cepalista approach as applied to Brazil, see C. Furtado, Formacdo Econémica do Brasil,

(Sio Paulo, 16th ed. 1979) and M.C. Tavares, Da Substituicdo de Importacdes ao Capitalismo Financeiro:
Ensaios sobre Economia Brasileira, (Rio de Janeiro, 11th ed. 1983).

14 See among others T.H. Holloway, The Brazilian Coffee Valorization of 1906: Regional Politics
and Economic Dependence, (Madison, 1975); E.A. Cardoso, “"Desvaloriza¢des Cambiais, Indistria e Café:
Brasil, 1862-1906", Revista Brasileira de Economia, XXXV, (1981), No.2, 85-106; A. Delfim Netto, O
Problema do Café no Brasil, (Sio Paulo, 1959); J.H. Lima, Café e Indstria em Minas Gerais, 1870-1920,
(Petropolis, 1981); S.J. Stein, Vassouras: A Brazilian Coffee County, 1850-1900, (Cambridge, Mass. 1957);
W. Dean, Rio Claro: A Brazilian Plantation System, 1820-1920, (Stanford, 1976); O. Nogueira de Matos,
Café ¢ Ferrovias; A Evolucio Ferrovidria de Sio Paulo e o Desenvolvimento da Cultura Cafeeira, (Sdo
Paulo, 1974); R.H. Mattoon, “Railroads, Coffee and the Growth of Big Business in Sio Paulo, Brazil”,
HAHR, LVII, (1977), No.2, 273-92; W. Cano, Raizes da Concentracdo Industrial em Sio Paulo, (Sao Paulo,
3rd. ed. 1990); F.A.M. Saes, A _Grande Empresa de Servicos Publicos na Economia Cafeeira, (Sdo Paulo,
1986); J.E. Sweigart, Coffee factorage and the Emergence of a Brazilian Capital Market, 1850-1888, (1987);
and S. Silva, Expansao Cafeeira ¢ Origens da Industria no Brasil, (Sdo Paulo, 1976).
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transnational corporations, and continuing social inequity, became the main focus of the dependency debate'.
This scholarship portrayed dependence as in part a function of internal and institutional structures which
frustrated or distorted development in Latin America. The “dependency” approach is also critical of the
economicism of early cepalista analysis and its failure to address political issues and stress effectively the
need for social reforms. Cepalistas had naively assumed that economic development would solve social
inequities and sectoral imbalances. For some participants in the dependency debate, Latin America's
economic and social problems were the result of a legacy of backwardness and a growing imbalance, dating
from the colonial period, in the region's relations with the metropolitan economies. For others, the focus
upon the efficacy or appropriateness of contemporary policy is not superfluous, but it lacks centrality'®.

The modem debate about dependency emerged mainly with the works of Frank and Cardoso and
Faletto which devoted substantial attention to Brazil”. Frank, who drew upon Marxian analysis to explain
underdevelopment in Latin America, argued that development in Brazil had been hindered by an early
(external) form of capitalist penetration which had maintained pre-modem, anti-developmental social
structures. These conservative forces inhibited local capital accumulation, restricted the growth of the internal
market, and prevented the Brazilian bourgeoisie and proletariat from fulfilling their historical role. Cardoso
and Faletto, as mentioned above, combined an analysis of the internal and external dimensions of the
problem offering 2 more dynamic and differentiated account of Latin American development. For them, the
main question was how to build a national capitalism within an environment dominated by international
capital. Cardoso and Faletto stressed the ability of the nineteenth-century paulista elite to control economic
resources and the willingness of planters to divert coffee profits into other sectors, mainly infrastructure and
manufacturing. If this process was partly explained by the nature of coffee production and the position of
Brazil in the international economy, the result was the replacement of a narrow concentration upon
agricultural enterprise, said to be characteristic of oligarchies elsewhere in Brazil, by a more pragmatic
approach to investment and the inculcation of an ethos of profit maximization.

During the 1980s, a number of works dealing with the pre-Second World War period, and enriched
by the mutual antagonism of much dependency and structuralist scholarship, constituted what may be
properly described as the “Campinas School”. Despite its large impact on the Brazilian economic

'S The main exponents of the “dependency” approach as applied to Brazil are A.G. Frank,
Capitalism and Underdevelopment in Latin America: Historical studies of Chile and Brazil, (New York,
1967); and Cardoso and Faletto, op.cit.. Among the main authors contributing to marxist and nationalist
strands of the dependency debate are H. Jaguaribe, Desenvolvimento Econdmico e Desenvolvimento Politico
(Rio de Janeiro, 1962); F. Oliveira, A Economia Brasileira: Critica 4 Razio dualista, (Petropolis, 1988) and
A Economia da Dependéncia Imperfeita, (Rio de Janeiro, 1980); T. Santos, Dependencia y Cambio Social,
(Mexico, 1970); O. Ianni, Industrializacio e Desenvolvimento Social no Brasil, (Rio de Janeiro, 1963); N.W.
Sodré, Histdria da Burguesia Brasileira, (Rio de Janeiro, 1964); and P. Evans, Dependent Development: the

Alliance of Multinational, State and Local Capital in Brazil, (Princeton, 1979).

16 For a more detailed account of the origin and evolution of the dependency debate and the nature
of the links between cepalista and dependency, see Abel and Lewis, op.cit., pp.10-20.

17 Frank, op.cit.; Cardoso and Faletto, op.cit..
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historiography, much of this literature is narrowly concerned with indﬁstrialization, but devotes a great deal
of attention to policy issues, if largely based on the experience of Sio Paulo. Its main exponents are
Suzigan, Cardoso de Mello and Cano. Suzigan investigates Brazilian industrial development in the pre-
Second World War period in order to determine the nature and extent of the process. Through the
construction of a proxy for industrial investment from capital goods imports, he concludes that investment
in industry up to 1913, and to a lesser extent up to 1929, was directly related to the performance of exports.
The industries developed during this period were complementary and dependent of the export sector (mainly
coffee). Moreover, during this period economic policy was basically concerned with the performance of the
export sector. It was only after 1930 that industrial growth was more directly linked to the internal market
and favoured by a policy of import substitution'®. Cardoso de Mello develops Gerschenkron’s ideas about
institutional substitutability in late industrializing economies and opportunities or constraints deriving from
the international setting'®. Cano investigates the roots of industrial concentration in Sao Paulo. According
to Cano, this process goes back to the last two decades of the nineteenth-century when the formation of what
he calls the paulista coffee economic complex began. This complex was well established by the 1930s, when
the paulista economy consolidated its predominant position within the Brazilian economy®.

Many of the debates in the Brazilian economic historiography reviewed above have shaped and
stimulated the study of business history in Brazil. Among the several themes that can be identified in the
Brazilian historiography for the nineteenth and early twentieth centuries period, none have had a larger
impact upon business history than controversies about entrepreneurship. The modern origin of the
controversy dates from Dean's study of paulista industrial expansion®’. Dean’s work contained the assertion
that in pre-Second World War Brazil the industrial entrepreneuriat was of foreign origin. According to him,
industrialists were drawn exclusively from the ranks of overseas merchants. This view has been successfully
challenged by exponents of the cepalista and the Campinas school and among the best examples are the
works of Cano and Mello on Sio Paulo, and Giroletti, Lima, Arantes, and Vaz on Minas Gerais”. New
works on Minas Gerais extend the challenge to Dean by cautioning against over-generalization from the case
of Sao Paulo. Following Campinas scholars, these authors have acknowledged the importance of immigrants

for mineiro industrial growth, but at the same time stressed the significance of native entrepreneurship. In

'8 W. Suzigan, Industria Brasileira: Origem e desenvolvimento, (Sio Paulo, 1986).

1 J M. Cardoso de Mello, O Capitalismo Tardio: Contribuicdo & Revisio Critica da_Formacio e
Desenvolvimento da Economia Brasileira, (Sio Paulo, 1982).

? Cano op.cit..
2l W. Dean, A industrializacio de Sio Paulo, (So Paulo, 1971).

2 Cano, op.cit; Z.M.C. Mello, Metamorfoses da_Riqueza: Sdo Paulo, 1845-1895, (Sdo Paulo,
1985); D.A. Giroletti, A Industrializacao de Juiz de Fora: 1850-1930, (Juiz de Fora, 1988); A.M. Vaz, Cia.

Cedro e Cachoeira: Histéria de uma Empresa Familiar, 1883-1987, (Belo Horizonte, 1990); Lima, op.cit.;
L.A.V. Arantes, “As Origens da Burguesia Industrial em Juiz de Fora, 1858/1912”, Universidade Federal

Fluminense, Unpublished M.Sc. thesis, Niteréi, 1991.
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emphasising the autonomous nature of early industrial growth in up-country regions, they point to a process
that was less export-driven than the paulista. Until the turn of the century, manufacturing in Minas Gerais
was largely divorced from the foreign trade sector which played such an important role in Sio Paulo and
Rio de Janeiro. Larger accounts of government macroeconomic policy also contain a great deal of
information about the general environment within which business operated and about connexions between
business and the state?®. Many sectoral and regional studies have also contributed to Brazilian business
history. On agriculture, Dean’s earlier work about paulista planters, the pioneering micro studies on the
mechanics of plantation enterprises on coffee counties in Rio de Janeiro and Sao Paulo by Stein and Dean
respectively, Eisenberg's account of the paulista coffee lobby in the late 1870s, and Szmrecsanyi's
informative work on sugar production and processing in Sao Paulo, are important contributions®. There are
also a number of works on railways providing information about inter-corporate rivalries and strategic
planning of individual firms, profitability at firm level, technology transfer, management and shareholding,
and conflict amongst state, local private and foreign owned companies®. Finally, there is an extensive
bibliography on manufacturing, ranging from Stein’s study on the cotton textile industry®® to the more
regional and sub-sectoral recent works®’. These works have pointed to many of the issues to be pursued by

23 Reference points for this discussion are the works of Evans, gp.cit.; Topik, op.cit.; and A.
Villanova Villela and W. Suzigan, Politica do Governo ¢ Crescimento da Economi Brasileira, 1889-1945,
(Rio de Janeiro, 1973).

2 Stein, Vassouras; Dean, Rio Claro; W. Dean, “The Planter as Entreprencur: The Case of Sio
Paulo”, HAHR, XXXVI, (1966), No.2, pp.138-52; P.L. Eisenberg, A Mentalidade dos Fazendeiros no
Congresso agricola de 1878, (Sao Paulo, 1990); T. Szmrecsanyi, “Agrarian Bourgeoisie, Regional
Government and the Origins of Sao Paulo’s Modern Sugar Industry”, paper presented at the Symposium on
Elites and Economic Management in Latin America, XIX and XXth Centuries, 47th Intemational Congress
of Americanists, Tulane 1990.

8 See Nogueira de Matos, op.cit.; F.A.M. Saes, As Fetrovias de Sdo Paulo, 1870-1940, (Sao Paulo,
1981) and A Grande Empresa de Servicos Piblicos; C.M. Lewis, Public Policy and Private Initiative:
Railway Building in Sio Paulo, 1860-1889, (1991); A.C. El-Kareh, Filha Branca de Mie Preta: A
Companhia de Estrada de Ferro D. Pedro II, 1855-1865, (Petrépolis, 1982); and R.H. Mattoon, op.cit..
Similar issues are raised by Giroletti on his work about the Unido e Industria tumpike, D.A. Giroletti, “A
Companhia e a Rodovia Unido e Indistria ¢ o Desenvolvimento de Juiz de Fora, 1850 a 1900, Universidade
Federal de Minas Gerais, Mimeo., Belo Horizonte, 1980.

% §.J. Stein, Origens e Evolucio da Indistria Téxtil no Brasil, 1850-1950, (Rio de Janeiro, 1979).

2 J.A. Paula, "Dois Ensaios sobre a Génese da Industrializagido em Minas Gerais: a Siderurgia e
a Induistria Téxtil”, in Anais do I Semindrio sobre a Economia Mineira, Belo Horizonte, 1983, pp.19-73;
Silva, op.cit.; Cano, op.cit.; D.A. Giroletti, Industrializacio de Juiz de Fora, 1850-1930, (Juiz de Fora, 1988);
and C. Castro, As Empresas Estrangeiras no Brasil, 1860-1913, (Rio de Janeiro, 1979). These works are
attempts to emulate Dean's thesis on Sao Paulo and project a larger regional analysis of industry. AM.E.C.
Monteiro, “Empreendedores e Investidores em Indhistria Téxtil no Rio de Janeiro: 1878-1895, Universidade
Federal Fluminense, Unpublished M.Sc. thesis, Niterdi, 1985; Vaz, op.cit.; R.B. Martins, “A Indistria Téxtil
Doméstica de Minas Gerais no Século XIX”, in Anais do II Semindrio sobre a Economia Brasileira, Belo
Horizonte, 1983, pp.77-94; E.V.D. Weid and A M.R. Bastos, O Fio da Meada: Estratégia de Expansio de
uma Indistria Téxtil, Companhia América Fabril - 1878/1930, (Rio de Jnaeiro, 1986); E.V.D. Weid and

AM.R. Bastos, O Fio da Meada: Estratégia de Expansdo de uma Indistria Téxtil - 1878/1930, (Rio de
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business historians and set the agenda for the recent development of the Brazilian business historiography.

As Lewis argues, there is now a growing body of clearly recognizable business history, but to date
few works are firmly anchored to what may be considered core theoretical business history analysis®®. In
addition to texts on entrepreneurial formation mentioned above, there are a limited number of biographies?,
memoirs®, and works which specifically address questions of entrepreneurial status (social and political),
training and competence®. The already mentioned works by Mattoon, Mello and Vaz represent important
studies of risk-taking portfolio diversification and corporate investment. Together they extend the discussion
initiated by Dean and taken up by the Campinas school and other scholars studying distinct Brazilian
regions.

Labour is another subject of over-riding importance and issues such as supply, training and
discipline have been the subject of the attention of, among others, Eisenberg and Lamounier on Sio Paulo,
and Libby and Giroletti on Minas Gerais™. A related important field of research is the problem of access

Janeiro, 1986); and L.C. Soares, A Manufatura na Formacio Econdmica e Social Escravista no Sudeste: Um
Estudo das Atividades Manufatureiras na Regido Fluminense, 1840-1880, (Niter6i, 1980). These works are
solidly researched accounts on the textile industry in a number of provinces/states.

% Lewis, "Historia Economica y Historia Empresarial”, pp.13-4.

® See the works of Faria on Maud, Martins on Conde Matarazzo, and Mascarenhas on Bernardo
Mascarenhas. A, Faria, Maud, (Rio de Janeiro, 1926); J. Souza Martins, Empresdrio e Empresa na Biografia
do Conde Matarazzo, (Rio de Janeiro, 1967); and N.L. Mascarenhas, Bemardo Mascarenhas: o Surto
Industrial de Minas Gerais, (Rio de Janeiro, 1954).

% See W.L. von Eschwege, Pluto Brasiliensis, (Berlin, 1833; reprinted Belo Horizonte/Sdo Paulo,
1979).

3" EH. Cardoso, Empresério Industrial e desenvolvimento Econdmico, (Sdo Paulo, 1964); F.C.
Prestes Motta, Empresdrios ¢ Hegemonia Politica, (Sdo Paulo, 1979); E. Diniz, Empresdrio, Estado e
Capitalismo no Brasil, 1930-45, (Sao Paulo, 1978); D.A. Giroletti, “A Formac¢io do Empresdrio Industrial”,
Universidade Federal de Minas Gerais, Mimeo., Belo Horizonte, 1991; Souza Martins, op.cit.; V.C. Piccini,
“Deve-se Formar Empresarios?”, in Anais da IX Reunido da ANPAD, (Florian6polis, 1985); F.H. Cardoso,
Ideologias de la Burgesia Industrial en Sociedades Dependientes (Argentina y Brasil), (Mexico, 1971). One
of the few historians to inject elements of modern “business science” into the study of businessmen is L.C.
Bresser Pereira, Empresdrios ¢ Administradores no Brasil, (Sao Paulo, 1974); more diffuse is the compilation
Historia Empresarial Vivida, ed. Cleber Aquino (Sao Paulo, 1987).

2 The works of Eisenberg on Sio Paulo and Libby on Minas Gerais capture the concerns of
modemizing employers with the problem of supply and quality of the labour force. Lamounier's work
examines the supply of immigrant labour for the coffee plantations of Sao Paulo, while Giroletti's and
Libby's studies on Minas Gerais provide an example of how industrialists conceived and resolved the
problem of training and the inculcation of work discipline in the native non-slave labour force. See
Eisenberg, op.cit.; D.C. Libby, Trabalho Escravo ¢ Capital Estrangeiro no Brasil: O Caso de Morro Velho,
(Belo Horizonte, 1984) and Transformacio e Trabalho em uma Economia Escravista; Minas Gerais no
Século XIX, (Sio Paulo, 1988); M.L. Lamounier, “Between Slavery and Free labour: Experiments with Free
Labour and Patterns of Slave Emancipation in Brazil and Cuba c.1830-1888", University of London,
Unpublished Ph.D. thesis, 1993; D.A. Giroletti, Fibrica Convento Disciplina, (Belo Horizonte, 1991).
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to skilled personnel and equipment faced by pioneer firms®. Finally, business environment has been the
subject of few works. Arguably, the work of Ridings is one of the very few which approach this issue
directly®.

These and many other issues in the Brazilian business history still requires much more research and
attention. In this respect, this thesis represents an important contribution to the Brazilian literature since it
addresses many of the issues listed above. As already mentioned, this work extends existing bibliography
on business environment in nineteenth-century Brazil. More specifically, it examines and elaborates the
debate about entreprencurial formation, corporate investment, marketing strategies, firm structural
organization, production, technology transfer, and capital-labour relations in nineteenth-century Minas Gerais.

kkhkkk

The thesis is divided into an introductory chapter and four sections. The introductory chapter

reviews Brazilian and mineiro economic history in the nineteenth century, It provides a general background

for the thesis. Section I examines the social background of mineiro entrepreneurs and the source of their

capital. Chapter 2 analyses the evolution of the concept of the entrepreneur, the nature of entrepreneurship
in different economic environments, and the debate about the emergence of the entrepreneur in the Brazilian
economic historiography. With foreigners constituting a smaller proportion of its population compared with
that of Sio Paulo and Rio de Janeiro, and coffee very much confined to the southem regions of Minas
Gerais, chapter 3 investigates the social and ethnic background of mineiro entrepreneurs and the origin of
their capital.

Section II assesses the degree of structural development of mineiro firms in the nineteenth century
and relates it to the prevailing business environment. Chapter 4 reviews the literature on organization theory
with an emphasis on the study of different forms of “corporate” structures, their origins and implications
for the business environment. Chapter 5 examines the scale and scope of activities and the administrative

structure of several mineiro firms in order to assess their degree of organizational maturity.

Section III investigates the process of technology transfer to Minas Gerais, the reliance on foreign
technical knowledge, and restrictions on the development of native technology. Chapter 6 reviews the
literature on technological progress. It investigates the nature of technical change and the importance of
technological progress for the process of economic development of less developed countries such as Brazil.
As production of new technologies during the nineteenth century was limited to a small number of more

advanced countries, less developed regions such as Brazil relied heavily on imported technology to promote

3 For the nineteenth century, the works of Vaz on the mineiro textile industry, Giroletti on
turnpikes and Mattoon on paulista railways provide a good idea of the extent of these problems, whereas
Eakin demonstrates that the diffusionist function of highly successful individual enterprises could be limited.
See Vaz, op.cit.; Mattoon, op.cit.; Giroletti, “A Companhia e a Rodovia Unido e Indiistria”; and M.C. Eakin,

The St. John d’El Rey Mining Company and the Morro Velho Gold Mine, (Durham, 1989).

3 E.W. Ridings, “Business Associationalism, the Legitimation of Enterprise, and the Emergence
of a Business Elite in Nineteenth-Century Brazil”, in Business History Review, 63, (Winter 1989), pp.757-
96.
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economic development. Therefore, chapter 7 examines the process of technology transfer in nineteenth-
ce;ltury Minas Gerais. It discusses the dependence of various firms on imported technical knowledge and
the limits to the development of an indigenous technology during this period. It also discusses how mineiro
entrepreneurs managed to absorb and modify these technologies.

Section IV examines capital-labour relations and the formation of a labour market in Minas Gerais.
The provision of labour was considered one of the most acute problems faced by Brazilian businessmen
during the last century and its solution was one of the priorities of both businessmen and politicians. Slavery
was the main source of labour for most of the period and its legacy poisoned the relationship between non-
slave workers and employers. Therefore, non-slave Brazilians were reluctant to replace slave hands because
they feared to be treated like slaves. Moreover, employers saw non-slave Brazilians workers as unreliable.
Only Sio Paulo was successful in attracting a large number of foreigners and other parts of Brazil had to
rely basically on non-slave “national” labour. Thus, chapter 8 examines the main forces in the shaping of
the Brazilian labour market and the formation of the working class, while chapter 9 examines the main
sources of labour in Minas Gerais.

——

The material used in this thesis is derived from a variety of manuscript and printed sources. For
the analysis of the origins of entrepreneurs, largely printed sources were used, namely books, almanacks,
contemporary newspapers, genealogical studies, family histories and biographies and other publications
dealing with the history of specific cities. The Biblioteca Nacional (Rio de Janeiro) also contains valuable
data on individual entrepreneurs. Other sections of the thesis are based primarily on the rich documentation
produced mainly by the companies. Annual company reports, annual accounts, statutes, correspondence,
proceedings of shareholders’ meetings and so forth, provide data on the commercial and productive activities
of firms, on their administrative structure, and on their labour force. For the iron industry, information was
gathered mainly from the memoirs of W.L. von Eschwege and the works produced by the Escola de Minas
de Ouro Preto during the nineteenth century. Much of this material is located in private libraries and at the
Arquivo Publico Mineiro (Belo Horizonte). The collection of documents of the Arquivo Piblico Mineiro
also provided useful information about textile companies in Minas Gerais, as did the archives of the
Companhia de Tecidos Santanense, Companhia Cachoeira dos Macacos, and Companhia Cedro e Cachoeira.
The archive of the latter company, Museu Décio M. Mascarenhas (Caetanépolis), has an impressive amount
of material including thousands of letters. Material about the Sociedade Andnima Industrial Machadense was
gathered at the archive of the Fundagio 18 de Mar¢co (Machado) and at the Arquivo Piiblico Machadense
(Machado). Most of the material about the Companhia Unido e Indistria was found at the Instituto Histérico
e Geogrifico Brasileiro (Rio de Janeiro) and at the Museu Mariano Procépio Ferreira Lage (Juiz de Fora).
Contemporary newspapers were found in the archives of the Companhia For¢a e Luz Cataguazes-Leopoldina
(Cataguazes) and Universidade Federal de Juiz de Fora, which also contained material about the Companhia
Mirneira de Eletricidade. Finally, the archives of the British Library (London) and of the British Library of

Political & Economic Science (London) were important sources of official publications used in several parts
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of the thesis.

Much of the material used in this thesis is scattered in several different locations throughout the
state of Minas Gerais and the city of Rio de Janeiro. Most of the archives are poorly organized and access
is not easy. The material is of good quality although there are gaps for large periods of time. There are very
few sources of material about the private life of entrepreneurs, although information about finance,
management and production is much more abundant. As there was no set of laws regulating capital-labour
relations, information about workers is very scarce. Data on the iron industry is also very scarce even though
the Mining School of Ouro Preto dates to the 1880s.
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Chapter 1 - NINETEENTH-CENTURY BRAZILIAN AND MINEIRO
ECONOMIC HISTORY

Introduction

During the nineteenth century, Brazil went through a number of social and political changes which
had a great impact on the economic structure of the country. During this period, Brazil became independent
from Portugal, slavery was abolished, and the Republic was proclaimed. At the same time, a new economic
pole based on coffee-growing emerged in the centre-south region - replacing the north-eastern sugar
economy as Brazil's main economic centre. This change had a profound impact. Meanwhile, Minas Gerais
became largely an agro-pastoral economy after the gold-mining boom, which had characterized its economy
for most of the eighteenth century, faded.

This chapter identifies changes in the social, institutional, and economic structures of Brazil and
Minas Gerais which have a bearing upon the “business environment”. Brazil started the nineteenth century
as a Portuguese colony, whose main export, sugar, was produced mainly in the north-eastern region. At the
beginning of that century, the mineiro economy was depressed and in contrast with the rich and sumptuous
recent past there was misery and poverty. At the end of the nineteenth century, coffee was Brazil’s main
cash crop and it had come to serve as a basis for the development of capitalism. Minas Gerais, however,
was fragmented, each sub-region developed in a different way - the north was backward and the south
developing rapidly.

1.1 - Nineteenth-Century Brazil

From the discovery of Brazil in 1500 to its independence in 1822 the promotion of exports was the
central concemn of the Portuguese crown because exports were the principal means by which monopoly
profits were extracted from the colony. Brazil was thus transformed into an agricultural colony supplying
tropical products, with the exception of the century-long gold rush which began shortly before 1700. Timber
(mainly Pau Brasil) was the first main export, followed by sugar. Sugar remained Brazil's main cash crop
throughout the colonial period, although from the late seventeenth century onwards sugar exports fell in
value and Brazil lost her virtual monopoly of world production. By the end of the eighteenth century,
Portugal stimulated the diversification of production in her colonies with some success. As a result, and
partly due to interruptions in the Caribbean trade between 1776 and 1815, sugar revived and export of other
commodities grew significantly’.

The Brazilian economy, at the beginning of the nineteenth century might be described as a series

of economic systems or, to quote Furtado, an archipelago®. The main areas - the sugar and the gold

! W. Dean, “Economy”, in Brazil: Empire and Republic, 1822-1930, ed. L. Bethell, (Cambridge,
1989), p.218.

2 C. Furtado, Formacio Econdémica do Brasil, (Sio Paulo, 16th. ed. 1979), p.90.
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economies - were mutually connected whereas the others were nearly isolated. Connected with the sugar
nucleus was the cattle-breeding economy of the north-east. The mining nucleus was linked with the southern
cattle-breeding hinterland, the latter spreading from Sao Paulo to Rio Grande do Sul. These two systems
were in turn loosely connected by the Sao Francisco river. There were two autonomous centres, Maranhio
and Para, in the northemn region of the country. The former had enjoyed the initial advantage of careful
attention from the Portuguese government, which had established a highly capitalized trading company
responsible for financing the development of the region. The latter lived exclusively on the forest-extractive
economy organized by the Jesuit fathers - which decayed after the Portuguese persecution of them in the
last decades of the eighteenth century - and was based on exploitation of the Indian labour force. Although
Maranhio constituted an autonomous system it was connected with the sugar nucleus by the cattle-breeding
periphery. Thus, whereas Pard existed as a totally isolated nucleus, the three main economic nuclei - the
sugar nucleus, the mining nucleus and Maranhio - were linked by the vast cattle-breeding hinterland®.

With the French invasion of Portugal in 1808, the Portuguese court was transferred to Rio de
Janeiro, a fact which represented a major stage in the evolution of Brazil towards independence. Of even
greater significance was the end of the monopoly of colonial trade and the elimination of Lisbon as an
entrep6t for Brazilian imports and exports. On his arrival in Brazil, Dom Joio - the Prince Regent - opened
Brazil's ports to direct trade with all friendly nations, which in practice, at least until the end of the
Napoleonic Wars, meant trade with England. He also revoked all decrees prohibiting manufacturing in the
colony, exempted industrial raw materials from import duties, encouraged the invention or introduction of
new machinery, and offered direct subsidies to the cotton, wool, silk and iron industries*. However, in 1810,
as the price for British protection of what remained of the Portuguese colonial empire, Britain was granted
the position of a privileged power with extraterritorial rights and preferential tariffs at extremely low levels.
For much of first half of the nineteenth century, the 1810 treaties seriously hampered the autonomy of the
Brazilian government in the economic sector mainly by reducing its capacity to generate revenue from taxing
imports®.

With the liberation of Portugal and the end of the war in Europe the then King Dom Jodo VI was
soon forced to return to Portugal, leaving his son Dom Pedro I behind in Rio as Prince Regent.
Independence in 1822, was the result of a conflict of interests between the Brazilian landowning class and
the Portuguese overseas merchants, but produced few innovations in the economic structure of the country.
Thus, colonial structures (like slavery and plantations) and with them the dependent nature of the export
trade, remained largely intact. The landowning class strengthened its power, while English merchants

replaced the Portuguese in the international trade sector though not necessarily in domestic commerce. At

? Ibid., pp.89-92.

4 L. Bethell and JM. Carvalho, “1822-1850", in Brazil: Empire and Republic, 1822-1930, ed. L.
Bethell (Cambridge, 1989), pp.14-20.

3 Furtado, Formacdo Economica do Brasil, pp.93-4.

25



the same time several revolts erupted, challenging the authority of the central government. These revolts
were reactions against the socially and economically disaggregative effects of neocolonialism®. They also
reflected the weakness of the new Brazilian government in both political and economic terms. In political
terms, the various sub-groups of the Brazilian elite could not agree how to best organize the country. Those
linked to the Rio economy advocated a more centralized system, whereas the long-established rural
oligarchies fought for provincial power. Furthermore, independence in 1822 was incomplete, since the
movement for independence from Portugal was led by a Portuguese prince, whose commitment to sever all
family and dynastic ties with the formal colonial power was doubted by many leading Brazilian figures. In
economic terms, Brazil lacked a cash crop which would give her a stronger and wider economic basis, and
the price paid for independence proved too expensive. Political stability was only finally achieved in the
1840s, when the country enjoyed certain prosperity based on exports of coffee and the dominant class
reached relative agreement on fundamental issues’.

After independence, the new Brazilian government also faced increasing financial difficulties caused
mainly by the unequal commercial treaty of 1810, renewed in 1827, which was the price that Britain exacted
for the recognition of Brazilian independence. Until the middle of the 1840s, economic policy in Brazil was
marked by a struggle against constant deficits in the balance of payment and scarcity of fiscal resources.
As indicated above, according to the commercial treaties of 1810 and 1827, England was granted
extraterritorial rights and a general 15% ad valorem customs tariff. This situation created serious difficulties
for the Brazilian government since the taxing of imports was the usual means whereby primarily producing
countries, like Brazil, collected their basic revenues. As a fiscal apparatus to collect any other form of taxes
(such as income and property) was almost non-existent, the only alternative was to tax exports. However,
in a slave-based economy this would have meant a reduction in the profits of the great landlords and the
new (post-independence) government was pledged to abandon “mercantilist” taxes that had been used to
finance administration during the colonial period. Thus, restricted to customs duties as the sole source of
revenue and means of sustenance and without any further means of increasing its revenue, the central
government found itself in serious financial difficulties until the denunciation of the treaties with England
in 1844, when the increasingly irksome and economically debilitating commercial treaties expired, liberating
tariff policy and strengthening the government’s revenues®.

When Brazil became independent from Portugal, it had an overwhelmingly rural population of
between four and five million. This relatively small population was scattered over a vast territory, but was
heavily concentrated in the coastal provinces - from the provinces of the north-east (with 40-45% of the total
population) to the provinces of the south, including Rio de Janeiro and Sio Paulo. The only inland province
with a large population was Minas Gerais as a result of the gold rush in the first half of the eighteenth

¢ Dean, "Economy”, p.219.
7 Bethell and Carvalho, op.cit., pp.45-112.

® Furtado, Formacido Econdmica do Brasil, pp.96-8.
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century, At this time, the mineiro population still accounted for 20% of total population, though it was

mostly located in the south of the province adjoining the province of Rio de Janeiro. Less than a third of
Brazl's population was white, the majority being black or mulatto. At least 30% were slaves, of whom
threc-quarters were concentrated in only five of the eighteen provinces - Maranhio, Pernambuco, Bahia,
Minas Gerais and Rio de Janeiro. In many of these areas slaves constituted the majority of the population’.
For the greater part of the history of Brazil, African slavery was the dominant form of labour.
Brazil imported more Africans than any other colony or country in the New World. Brazil received around
38% of the 9.6 million Africans brought to the American continent during the history of the Atlantic slave
trade. For almost the whole colonial period (1500-1822), the number of slaves surpassed that of the non-
slave population. In the middle of the eighteenth century, slaves made up more than 60% of the total
population, a percentage which decreased to about a third around 1800, as shown in Table 1.1. During this
period slaves constituted almost all the workers in the important regional systems of production of primary
products for export, these systems characterizing this phase of the Brazilian economic history, i.e. sugar in
the northeast in the sixteenth and seventeenth centuries, and gold panning and diamond mining in Minas
Gerais and Goids in the eighteenth century®.
Table L.1 - Slave Population in Relation to the Total Population in Brazil, 1800-1900.

_ Years Slaves Total Population
1800 *1,000,000 *3,000,000
1823 1,147,515 3,960,866
1850 2,500,000 8,020,000
1872 1,510,806 10,112,061
1887 723,419
1890 14,333,915

Source: C. Prado Junior, Histéria Economica do Brasil, (Sao Paulo, 36th ed. 1988), p.358.
* Estimated

In the nineteenth century (until the abolition of slavery in 1888), although slaves lost their absolute
and relative importance in the total population, slavery continued to dominate the main economic activity
of the century, coffee-growing on the farms of Rio de Janeiro, Sdo Paulo, Minas Gerais and Espirito Santo'".
Furthermore, slaves were to be found throughout rural Brazil in stockraising, in cereal production, in the
cultivation of basic staples for local consumption, and in subsistence agriculture”. Slaves were also

employed in technical positions on sugar and coffee farms and in sugar mills - ie., as “factory” hands. In

® Bethell and Carvalho, op.cit, pp.45-6.

1 PC. Mello and R.W. Slenes, “Anilise Econémica da Escravidio no Brasil”, in Economia
Brasileira; Uma Visdao Histdrica, ed. P. Neuhaus, (Rio de Janeiro, 1980), p.91.

" Tbid., p.91.
12 Bethell and Carvalho, op.cit., p.46.
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addition, several industrial enterprises (shipyards, textile industries, metal industries, candle factories, etc.)
also employed a considerable number of slaves'®. In Minas Gerais, for example, slaves could be found
working in the iron industry, as weavers in textile mills, in British-owned gold mines, and in the
construction of roads'. Slaves were also widely employed as domestic servants. In the urban areas, for
example the city of Rio de Janeiro (the major slave-owning city on the entire American continent during
the nineteenth century), slaves were employed in diverse functions as stevedores and porters in the docks,
as water and refuse carriers, as transporters of people, and as masons and carpenters. There were also slave
prostitutes and some were even beggars'. Religious houses and hospitals owned slaves. The State owned
and hired slaves for the building and maintenance of public works's. The Emperor himself had slaves on
his estate in Santa Cruz, as 2 British woman travelling in Brazil in 1823 observed:

“After dinner I walked about a little in the village of the negroes. There are, I believe,
about fifteen hundred in the estate, the greater part of whom belong to the outlying farms
or feitorias, (...) The negroes of Santa Cruz are not fed or clothed by the Emperor, but
they have their small portions of land; and they have half of Friday, all Saturday and
Sunday, and every holiday, to labour for themselves; so that they at most work for their
master four days in return for their house and land; and even some of the external marks
of slavery are removed, as the families feed and clothe themselves without the master's
interference.””

Furthermore, the report of the Minister of Agricultura, Commercio e Obras Publicas of 1863 listed 38 slaves
who belonged to that Ministry'®. Until the first serious efforts were made to end the African slave trade, in
the late 1840s, slaves were both available and cheap®.

13 Mello and Slenes, op.cit., p.109.

' For a detailed analysis of the employment of slave labour in the iron, textile, and gold-mining
industries in Minas Gerais in the period 1830-89 see D.C. Libby, Transformacdo e Trabalho em uma
Economia Escravista: Minas Gerais no Século XIX, (Sio Paulo, 1988), pp.134-344; D.C. Libby, Trabalho
Escravo e Capital Estrangeiro no Brasil: O Caso de Morro Velho, (Belo Horizonte, 1984); and M.C. Eakin,

The St. John d'El Rey Mining Company and the Morro Velho Gold Mine, (Durham, 1989). For the use of
slaves in the construction of the Unido e Industria turnpike see D.A. Giroletti, “A Companhia e a Rodovia

Unido e Indistria e o Desenvolvimento de Juiz de Fora, 1850 a 1900”, Universidade Federal de Minas
Gerais, Mimeo., Belo Horizonte, 1980.

13 L.C. Soares, “Urban Slavery in Nineteenth-Century Rio de Janeiro”, University of London,
unpublished Ph.D. thesis, 1988, pp.145-273.

16 Bethell and Carvalho, op.cit., p.46.

" M.D. Graham, Journal of a Voyage to Brazil and Residence There, During Part of the Years
1821, 1822, 1823, (1824), p.286.

18 According to the report of 1863, 10 slaves were working in the telegraph service, 13 in the Tijuca
woods, 4 in the carpentry shop as apprentices, 5 at several tasks in the Ministry, 3 were youths, 2 were blind
and one too old to work. Ministerio da Agricultura, Commercio e Obras Publicas, Relatorio da Reparticio

dos Negocios da Agricultura, Commercio, Obras Publicas: Relatorio da Inspecgio Geral das Obras Publicas
do Municipio da Corte, (Rio de Janeiro, 1862), Table 12.

19 Bethell and Carvalho, op.cit., p.46.
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Table 1.2 - Slave Imports into Brazil, 1831-1855.

Years Slaves Years Slaves Years Slaves
1831 138 1840 20,796 1849 54,061
1832 116 1841 13,804 1850 22,856
1833 1,233 1842 17,435 1851 3,287
1834 749 1843 19,095 1852 800
1835 745 1844 22,849 1853

1836 4,966 1845 19,453 1854 0
1837 35,209 1846 50,324 1855 90
1838 40,256 1847 56,172

1839 42,182 1848

Source: L. Bethell and J.M. Carvalho, “1822-1850", in ,Braz' : Empire and Republic, 1822-1
Bethell, (Cambridge, 1989), p.95.

The trans-Atlantic slave trade was declared illegal by treaty with Britain in 1826, effective from
1830. During the three years 1827-30, in anticipation of the abolition of the trade, 175,000 slaves were
imported. As a consequence, in the years immediately after 1831, very few slaves entered the country as
the market was glutted; demand and prices fell off. However, the temporary end of the slave trade coincided
with the rapid expansion of coffee plantation in the Paraiba Valley, where coffee farms were worked by
slaves. Moreover, slave mortality was so high in Brazil that regular new supplies from Africa were required.
Soon the demand for slaves revived, especially in the coffee regions of the centre-south, and the slave trade
was gradually reorganized after 1830. In 1839, the British government adopted tougher measures to curb
the Brazilian slave trade which was then growing very quickly. During this year, more than 40,000 slaves
entered the country, as shown in Table 1.2. Therefore, from 1839 to 1842 - partly as a result of these
initiatives and partly as a result of the temporary glut on the market following the huge slave imports of the
late 1830s - imports into Brazil fell to less than a half of their previous level. Even so, in the second half
of the 1840s the slave trade began to revive once again after several years of reduced activity. During the
three years 1846-9 at least 50-60,000 slaves per annum were imported into Brazil, as shown above in Table
1.2. Nevertheless, by the early 1850s the trans-Atlantic slave trade was finally brought to an end, as a result
of strong British pressure and the enforcement of the Eusébio de Queiroz law of 4 September 1850, which
declared the slave trade equivalent to piracy®.

After the suppression of the slave trade in 1850 the slave population began to decline, mainly
because of the continuing high rate of mortality. It is probable that the reduction in the supply of Africans

and their rising prices had led to an intensification in the utilization of the slave labour, thus causing further

20 Ibid., pp.94-109. For further discussion about the abolition of the trans-Atlantic slave trade to

Brazil see L. Bethell, The Abolition of the Brazilian Slave Trade. Britain and the Slave Trade Question,
1807-1869, (Cambridge, 1970); R. Conrad, The Destruction of Brazilian Slavery:1850-1888, (Berkeley,
1972), chapter 2; and R. Conrad, World of Sorrow: The African Slave Tra Brazil, (Baton Rouge, 1986).
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depletion of the slave population. Nevertheless, the decline in slave numbers in coffee districts was at first
offset by an internal traffic. Slaves were sold from the less productive north-eastern sugar provinces and
from urban areas to the coffee-growing areas in south-eastern Brazil®'.

By the middle of the century, coffee had become the main Brazilian export and its participation in
the value of the major Brazilian exports increased from then onwards, as shown below in Table 1.3. At the
same time, the price of sugar continued to fall and its participation in exports decreased steadily. It is the
differences in the fate of these two commodities (coffee and sugar) which basically explains the shifting
distribution of the slave population from the northern to the southern part of the country?.

Table 1.3 - Value of Major Brazilian Exports in Relation to Total Exports, 1821-1900 (%).

YEAR COFFEE SUGAR COTTON RUBBER Total of
_ &) @ 8 @ M*@+01@

1821730 18.4 30.1 20.6 0.1 69.2
1831/40 43.8 240 10.8 0.3 78.9
1841/50 414 26.7 7.5 0.4 76.0
1851/60 48.8 21.2 6.2 2.2 78.4
1861/70 455 12.3 18.3 31 79.1
1871/80 56.6 11.8 95 55 83.4
1881/90 61.5 9.9 4.2 8.0 83.5
1891/00 64.6 6.0 2.7 15.0 88.2

Source: L.C.T.D. Prado, "Commercial capital, domestic market and manufacturing in imperial Brazil: the
failure of Brazilian economic development in the XIXth century”, University of London, unpublished Ph.D.
thesis, 1991, p.60.

Although it had been introduced into Brazil at the beginning of the eighteenth century, coffee
acquired commercial importance only at the end of that century with the disorganization of production in
the French colony of Haiti®®. The climate and soil of south-eastern Brazil were very suitable for coffee-
growing and coffee beans were easy to transport and store. Furthermore, there was no need for complex
industrial processes to prepare them for the market?”. When coffee became commercially important its
production was concentrated in the hilly regions around the city of Rio de Janeiro, where there was a
relatively abundant supply of labour and, given the proximity of the port, there were no transport problems®.
During the early decades of the nineteenth century, coffee cultivation spread up the Paraiba Valley. By the

2! Dean, "Economy”, p.255.
22 Furtado, Formacio Econdmica do Brasil, p.114.
2 Ibid,, p.113.

24 A.P. Canabrava, “A Grande Laboura”, in Histéria Geral da Civilizacao Brasileira - II. O Brasil
Mondrquico, ed. S.B. Holanda (Sdo Paulo, 4th. ed. 1985), VI, pp.87-102.

25 Furtado, Formacio Econdmica do Brasil, p.113.
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middle of the century, it started to move towards the north of the province of Sio Paulo®™.

In the first decade of Brazil's independence, coffee already accounted for 18% of exports by value,
taking third place after sugar and cotton, as shown in Table 1.3. In the 1830s coffee moved into the lead,
comprising more than 40% of the country’s exports by value. In the 1850s, coffee was responsible for nearly
half of all Brazilian export earnings. At the same time, Brazil's share of world coffee output rose from a
little under 20% in the 1820s to over 40% in the 1840s, when the country became by far the world's largest
producer. From then on, Brazilian coffee production accounted for around 50% of world coffee output
during the third quarter of the last century and for 75% at the beginning of the twentieth century, as shown
below in Table L.4. The growth in coffee demand from the middle of the nineteenth century onwards was
the consequence of the appearance of a mass market in Western Europe and the USA, where a taste for
coffee developed in the expanding urban centres, especially among the middle classes. Furthermore,
Brazilian coffee was cheaper than that of other areas, since it was chiefly low grade. Minimal care was
devoted to the cultivation and harvesting of the crop?’.

Table 1.4 - Participation of Brazilian production in world coffee output, 1820-1904.

PERIOD PERCENTAGE PERIOD PERCENTAGE
1820-1829 18.18% 1870-1879 49.09%
1830-1839 29.70% 1880-1889 56.63%
1840-1849 40.00% 1890-1894 59.70%
1850-1859 52.09% 1895-1899 66.68%
1860-1869 49.07% ' 1900-1904 75.64%

Source: V.N. Pinto, “Balanco das Transformagoes Economicas no Século XIX”, in Brasil em Perspectiva,
ed. C.G. Mota, (Rio de Janeiro, 17th ed. 1988), p.139.

The second half of the nineteenth century was a period of great transformation in Brazilian
economic history. The first half of the century was a period of adjustment to the new situation created by
independence from Portugal. The economic, financial, social, and political crisis, which began with the
transfer of the Portuguese crown in 1808 and independence in 1822, lasted until the end of the first half of
the century. However, the seed of transformation sowed during this period would mature and produce its
fruits only in the second half of the nineteenth century®®. Thus, during the last part of the century several
important phenomena changed the social and economic structure of the country: the building of the railway
network, which began in 1852 and which by the end of the century had expanded to more than 9,000
kilometers of line; the abolition of slavery in 1888 and the arrival of a large number of immigrants in the
southern parts of the country; the proclamation of the Republic in 1889; and the beginning of the process

6 R Graham, “1850-1870", in Brazil: Empire and Republic, 1822-1930, ed. L. Bethell (Cambridge,
1989), p.116.

27 Bethell and Carvalho, op.cit., p.85.
28 C. Prado Junior, Histéria Econdmica do Brasil, (Sio Paulo, 36th ed. 1988), p.192.
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of industrialization®.

In the 1850s, Brazil enjoyed a period of economic prosperity (which lasted until the financial crisis
of 1857). As a consequence of the end of the slave trade and the resultant transfer of funds from this trade
to the domestic economy, the more liberal monetary policy applied since the beginning of the decade, and
a good export performance due to increasing international demand for tropical products, the economy grew
rapidly. Furthermore, in 1850 Brazil was given her first commercial code, which updated and integrated
a variety of laws and regulations dating back to the colonial period. By newly codifying commercial
relations regarding partnerships, contracts and bankruptcies, business activity was boosted®'. A large number
of new companies were established during the 1850s including 62 factories, 17 banks, 20 shipping
companies, 8 railways, 8 mining enterprises, 4 colonization companies, 23 insurance companies, 2 gas
companies, and 3 urban transport companies®>. Not long afterwards, the government began to guarantee
interest on capital invested in railways, bolstering the efforts of the planters to link Brazil more closely to
the overseas markets®.

In the early 1860s, Brazil faced a greater crisis than that of 1857. This crisis was a result of the
more restrictive monetary policy implemented by the conservative Cabinet then in government. In the
aftermath of the crisis of 1857, the liberal administration failed to create an adequate financial structure to
support economic growth either in the rural or in the manufacturing sectors. The financial chaos that
followed created the conditions for the take-over by the so-called metallists, conservative politicians who
advocated rigid monetary control*, During the same period a more restrictive commercial code was adopted,
forcing all would-be companies to obtain preliminary govermnment approval®. The 1864 crisis was followed
by the Paraguayan War*. The cost of the war was greater than could have been predicted. Sustaining the

» E. Viotti da Costa, Da Monarquia 3 Republica: Momentos Decisivos, (Sao Paulo, 1987), pp.210-

3 1..C.T.D. Prado, "Commercial Capital, Domestic Market and Manufacturing in Imperial Brazil:
The Failure of Brazilian Economic Development in the XIXth Century”, University of London, unpublished
Ph.D. thesis, 1991, p.217.

*! Graham, “1850-1870", p.146.

32 Prado Junior, gp.cit., p.192.

3 CM. Lewis, Public Policy and Private Initiative: Railway Building in Sdo Paulo, 1860-1889,
(1991), pp.4-13.

3 Prado, op.cit., pp.234-71.

% Graham, ”“1850-1870", p.148.

3 The Paraguayan War is the war in which Brazil, Argentina, and Uruguay waged against Paraguay
for 5 years (1865-1870), and which was the most serious international crisis in Brazilian history. The war
turned out to be long and tough, demanding a large amount of resources. In the end, Brazil won the war,

but paid a high price for it. Moreover, Paraguay could not pay even a small part of the war debt. Prado
Junior, gp.cit., pp.193-4. For further details about the Paragnayan War see, N.-W. Sodré, Formacio Histérica
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war effort more than doubled public expenditure between 1864/65 and 1866/67 and the money supply
rapidly increased. Nevertheless, war-time inflation stimulated the domestic economy which had been flat
since the early 1860s”. The ten-year period 1870-1880 was one of the most prosperous in Brazilian history.
The number of industrial, commercial, and - most of all - agricultural enterprises increased rapidly. The
number of banks and all sorts of financial institutions also multiplied and the State - and to a lesser extent
foreign capital - invested in large enterprises, such as railways, ports, and the urban infrastructure®.

The first population census taken in Brazil in 1872 shows that there were approximately 10 million
inhabitants. Slaves represented just over 15% of the total population, in sharp contrast to the situation at the
end of the eighteenth century when they represented more than half of the total population®. Furthermore,
in the following decades they were to be more and more concentrated in coffee provinces of the south-east
(Sao Paulo, Rio de Janeiro, and Minas Gerais). However, from 1870 onwards the supply of slaves, who in
1872 constituted about 20% of economically active population and about 70% of plantation labour, was
certainly precarious and the labour issue called for an urgent solution®. As growth in Brazil consisted merely
of increasing utilization of the available factor - land - through the incorporation of greater quantities of
labour, the supply of slaves was a key factor. However, alternatives to slave labour were very limited*'.

The growing free Brazilian population appeared to be a great potential source of labour. In most
provinces, free people had outnumbered slaves since the early nineteenth century®. In Sdo Paulo, where
there was an absolute increase in the slave population triggered by the expansion of coffee plantation, slaves
represented little more than 18% of the whole population in 1872 even in the coffee-growing regions, the
free population was in a majority. Furthermore, Brazilian free workers, white and coloured, participated in
various activities in the export sector. Small holders usually constituted a source of part-time labour for
coffee plantations and independent workers were also recruited as private police force, administrators, or
foremen. In addition, they were employed to clear forest, to build roads, to cart, to assist at harvest time,

do Brasil, (Rio de Janeiro, 10th ed. 1979), pp.228-34; Graham, “1850-1870", pp.150-8; and A. Sousa Junior,
“Guerra do Paraguai”, in Historia Geral da Civilizacdo Brasileira, ed. S.B. Holanda (Sdo Paulo, 1985), VI,
pp.299-314.

37 Prado, op.cit., pp.271-2, 285-7.
% Prado Jumior, op.cit., pp.194-5.

¥ Directoria Geral de Estatistica, Relatdrios e Trabalhos Estatisticos, (Rio de Janeiro, 1872).

0 Dean, "Economy”, p.235.

4! Furtado, Formacdo Econdmica do Brasil, pp.117-22.
2 M.L. Lamounier, “Between Slavery and Free Labour: Experiments with Free Labour and Patterns

of Slave Emancipation in Brazil and Cuba c.1830-1888", University of London, unpublished Ph.D. thesis,
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1876, (Rio de Janeiro, 1877), p.8.
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and to grow subsistence crops for the plantation. In other words, although not fully available for regular
work, the free Brazilian population constituted a potential source of occasional labour. Nevertheless, despite
the fact that Brazilian workers (white and coloured, free and freed) were perceived by many as a viable
alternative of labour, their wide and large scale employment demanded complex reforms in the law, which
were very controversial and of uncertain political and economic costs*.

Difficulties in recruiting domestic free labour on a large-scale and growing certainties about the end
of slavery stimulated attempts to attract immigrants. At the beginning of the 1880s, it was obvious that the
abolition of slavery was imminent. Growing external and internal pressure resulted in several laws which
would gradually ended slavery. Thus, in 1871 all newly-bom children of slaves were declared free. In 1885,
all slaves over 65 years old were freed. In 1888, slavery was finally abolished™. What was feared by the
large landowners as an economic catastrophe - after the failure of the earlier experiments in immigrant
labour many southern farmers predicted a a chronic shortage of labour and economic ruin for themselves
after abolition - eventually proved to be a smooth transition from slave to free labour. Most freed slaves
accepted wage and sharecropping contracts on nearby or even on the same estates. There was also a great
migration to the new zones of large-scale exploitation for export, such as southern Bahia (cacao) and the
westem Amazon (rubber)*. More significantly, in the last quarter of the century European immigrants began
to come to Brazil in increasing numbers. During this period, immigration amounted to more than 800,000%".
At the beginning of the 1880s an immense wave of Italian, Spanish, and Portuguese workers began to
migrate to Brazil. They went mainly to the coffee-growing regions, subsidized by state and federal
governments*®. Sdo Paulo was the state which absorbed the larger number of immigrants: neatly 52% of the
300,000 immigrants who came to Brazil between 1888 and 1890, and 64.9% of the 1,129,315 of those who
entered the country between 1891 and 1900 went to Sdo Paulo®. Until the First World War the number of
immigrants entering into Brazil was kept as high as possible because they often tended to move from
agriculture to other activities after a while or to return to their home countries™.

During the second half of the nineteenth century, coffee was by far the most successful Brazilian

product in the international market. The second and third quarters of the century were basically the period
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of early growth for the coffee economy®’.

Table L5 - Annual Average Export of Coffee from Rio de Janeiro by Province in Relation to Total
Exports, 1858-59 (%).

PROVINCES PER CENT
Rio de Janeiro 78.62
Minas Gerais 7.80
Sédo Paulo 11.10
Bahia 042
Espirito Santo 2.60
Total 100.00

Source: Parliamentary Papers, Consular Reports, LXIII, (1861), p.462.

In the late 1850s, coffee production in Rio de Janeiro accounted for the greatest part of Brazilian
coffee export. As shown in Table 1.5, Rio de Janeiro exported more than 78%, while Minas Gerais, Sio
Paulo, Espirito Santo, and Bahia, together accounted for less than 22% of the total. In the last quarter of the
nineteenth century, the great fertile plateau of Sao Paulo became the main source of coffee production. The
arrival of the railway, the input of foreign investments in the decade after 1885, and the cheap money of
the Republican provisional government stimulated new planting in Sao Paulo, doubling the number of the
Brazilian coffee plantations™. By 1901 exports had reached 888,000 tons®. From 1822 to 1907 coffee prices
went through three cycles, 1857-1868, 1869-1885 and 1886-1906, ending each time with prices near to US$
0.15 per kilogram™. Low prices discouraged potential competitors and Brazil supplied more than half of the
coffee sold in the international market. As Brazil's other exports did not enjoy similar success in world trade
the Brazilian economy, until the 1930s, was characterized by a very high dependence on the performance
of the price of a single export product: coffee®.

It is striking that although Brazil had a relatively large export capacity, and an immense territory,
and was richly endowed with varied natural resources, throughout the nineteenth century she participated
in the international market essentially as an exporter of a single crop. The explanation of this does not
depend entirely on the external facts. In certain circumstances natural disadvantages were beyond remedy
as, for example, geographical problems encountered by Brazilian sugar producers while Cuban planters

enjoyed more suitable, flatter terrain, and closer proximity to the consumer markets. In other circumstances,
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it scems that the solution was within Brazil's reach but was incompletely applied, as in the case of cotton.
Even though short-staple cotton had been introduced into the country in the 1860s, Brazil lost her overseas
markets®. In the period 1780-1820, Brazil became an important supplier of cotton to the British textile mills.
Although demand for raw cotton increased enormously during the nineteenth century, Brazil's share of
British raw cotton imports declined in the period 1820-1860 owing to the preference for cheaper US cotton.
At the time of the Civil War in the USA, Brazilian cotton was again briefly competitive. However, the end
of the American Civil War and the revival of the cotton trade, represented the collapse of the Brazilian
cotton boom due to the low price of this commodity coupled by the precarious and high costs of inland
transport in Brazil”. Thus, successful international trade was limited to products with enormous comparative
advantages to offset high costs of production and commercialization and high internal taxes. It is true that
improvements in the conditions of production and in organization of marketing depended on scarce capital
resources. Nevertheless, various government schemes, providing guarantees and even funding, although ill-
conceived or incompletely executed, proved that these resources were not totally unavailable®™. Even when
capital resources were generated in quantities sufficient for providing funds for improvement of productivity
on a large scale, as in the case of the coffee economy, emphasis was placed upon price maintenance rather
than upon competitiveness™.

At the beginning of the twentieth century, the Brazilian government became engaged in the
enormous task of stabilizing the price of its main product in the world market. In the late 1890s, coffee
prices were depressed and the Brazilian coffee growers faced the effects of the internal deflationary policy
that was imposed by the funding loan of 1898%. Between 1901 and 1904 coffee export revenue in Brazilian
currency fell at the rate of 5.92% a year. Facing the possibility of bankruptcy, Brazilian coffee growers
organized themselves into a powerful pressure group and compelled the government to intervene in the
international coffee market®. In 1906, the three of the main coffee-producing states - Sio Paulo, Minas
Gerais, and Rio de Janeiro - and the federal government agreed to support coffee prices, but the federal and
state governments of Rio de Janeiro and Minas Gerais withdrew leaving Sdo Paulo to act alone. Coffee
producers from Minas and Rio were not as adevrsely affected by the coffee crisis as their paulista
counterparts. Furthermore, the financial risks for both states (Minas Gerais and Rio de Janeiro) to participate

5 Ibid., pp.228-9.

57'8.J. Stein, Origens e Evolucio da Indstria Téxtil no Brasil, 1850-1950, (Rio de Janeiro, 1950),
pp-57-8.

%8 Dean, “Economy”, pp.228-9.

% For a detailed dicussion of the Brazilian coffee valorization schemes see T.H. Holloway, The

Brazilian Coffee Valorization of 1906: Regional Politics and Economic Dependence, (Madison, 1957) and
Peliez, Economia Brasileira Contemporénea, pp.39-52.

® Dean, “Economy”, pp.228-30.

8! peliez, Economia Brasileira Contemporanea, p.37.
36



in the scheme would be proportionally greater due to their smaller budgets. The so-called “valorization”
scheme involved the raising of funds to purchase surplus of coffee at a price remunerative for Brazilian
producers. Coffee was then stored and stocks used to regulate prices. The whole operation was financed by
European and US banks through the intercession of coffee importers®. Later, the federal govemment finally
agreed to guarantee the loans, and prices did begin to rise again. However, this policy diverted resources
from other sectors of the economy, ignored the issue of productivity, and encouraged foreign competitors
to expand their production®,

If in the past the Brazilian economy had relied on sugar and gold to promote its economic
development, for much of the nineteenth century it relied heavily and almost exclusively on coffee.
However, if in the former cases the result was economic stagnation after each specific economic boom, in
the latter the result was the economic modernization. The coffee economy became the centre of a rapid
process of capital accumulation, and it was as part of this process of accumulation that Brazilian industry
was born®. In Sdo Paulo, for example, coffee capital created the “coffee export complex”, which included
the production and processing of coffee, the transport system (railways, ports, etc.), the export and import
trade, and the banking system®. Thus, the coffee economy created the fundamental prerequisites for the
emergence of industrial capital and large-scale industry. These conditions include capital accumulation for
investment in the industrial sector, the formation of a free-labour market, the creation of an internal market
for industrial goods, and the capacity to import wage goods, raw materials and machinery®. As Peldez puts
it, the coffee trade constituted the engine of growth as it provided the social capital for infrastructure, the
exchange to purchase industrial equipments, the market for the new manufactures, and the supply of skilled
immigrant labour for the coffee farms. In other words, it created the basis for industrial development in
Brazil®.

Although the emergence of the first industries date to the 1860s and 1870s, the first industrial up-
surge took place only between 1880 and 1890. From its origin, Brazilian industry developed unevenly
through the various regions of the country and tended to concentrate in the coffee region; especially in Rio
de Janeiro, Sao Paulo, and Minas Gérais“‘. The very first products to be manufactured were those whose

weight-to-cost ratio was so high that even with the most rudimentary technique they cost less to produce
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in Brazil than to buy from Europe. At least until the 1920's, with very few exceptions, only those goods that
were quite bulky and intrinsically low in value were being produced. Furthermore, they were fashioned
either from local raw materials or from semi-processed imported materials which would have been much
bulkier if fully transformed before shipment. Nevertheless, even this rudimentary stage of pre-1920
industrialization involved a wide range of goods. Almost every kind of construction material was
domestically produced by 1920, as well as shoes, beer, soft drinks, furniture, pots and pans, flour, boilers,
hats, stonework, and coarse textiles®. Furthermore, most of the industries which emerged in the period
previous to the First World War were mainly complementary or subsidiary to the export sector - from whom
they also depended for the import of raw materials and other inputs such as machinery and equipment -,
especially coffee™. Their activities included the processing of coffee, cotton, meat and oil seeds, the milling
of sugar, small mechanical workshops for maintenance services, the packing, assembling and finishing of
goods, or the adapting of foreign products to the local market, and the production of textiles’’.

During the twenty-year period 1850-70, landowners and merchants together still played a dominant
role in the political system, despite the growth of the cities. Before 1870, manufacturers were not an
important nor an independent political force and many were themselves merchants or landowners. The vast
majority of the population, constituted by the non-propertied (slave and free), exercised little influence upon
the State. Brazil was under the rule of a constitutional monarch, Dom Pedro II (1825-91). He succeeded his
father Dom Pedro I (1798-1834), who had abdicated in 1831. Parties at this time were merely parliamentary
agglomerations lacking unity and not depending on disciplined electorates, or representing ideologically
defined movements™.

In 1889, the monarchy was overthrown as the result of the concerted action of three groups: coffee
planters from western Sio Paulo, members of the urban middle class, and a faction of the military’. During
the first half of the century, the Brazilian monarchy was established and consolidated by a coalition between
high-ranking bureaucrats, sectors of the landowning class (mainly in Rio de Janeiro, but to a lesser extent
in Bahia and Pernambuco), and merchants established in the main cities and anxious to contain urban social
and political unrest. Opposition to political and administrative centralization, which characterized the early
decades of the Empire, reappeared in the later decades of the nineteenth century. In the new areas of
economic expansion, particularly the coffee-growing regions of Sao Paulo, a movement emerged in favour

of a federal republic, with a greater degree of provincial autonomy which would enable them to levy taxes,
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to formulate their own immigration programme, to create their own military force, and to contract foreign
loans™. Thus, the overthrow of the Empire led to the institution of an extremely decentralized economic and
political structure.

During the first years of the Republican regime, the country enjoyed an economic boom, which was
sustained until 1895. As a result of the extraordinary monetary expansion, the exchange rate collapse. The
monetary expansion was the result of a financial reform, which more than doubled the monetary base in the
first two years of the new government. The collapse of the exchange rate was also the result of a sudden
interruption in 1890 of the large inflow of foreign capital of the late 1880s and the higher levels of import
caused by the demand-generating effects of the credit expansion”. Thus, the Republican provisional
government which took power in 1889 aggressively promoted economic growth through a highly liberal
economic policy. In the ebullient transitional period, known as the encilhamento (the stock market bubble
of the early 1890s), numerous initiatives - such as banks of emission and joint stock companies - were
launched in a very speculative way. Despite the impressive business growth during this period the
provisional government was overcome by inflation and the accumulation of foreign debt, and in 1894 was
toppled. The following republican governments were much less interventionist and put constraints on internal
development. They were much more concerned with their credit-worthiness with the attitude of foreign
bankers as early republican administrations had produced even more fiscal deficits than those of the Empire.
These deficits were covered through foreign loans which were often accompanied by conditions that
interfered directly in the policy-making. The deflationary programme imposed by the funding loan in 1898,
for example, remained the centrepiece of government policy until 1905, no matter how depressive it was
upon production and employment™,

To sum up, during the nineteenth century Brazil became independent from Portugal, the Republic
was proclaimed, slavery was abolished, European immigrants entered the country in large numbers and a
free-labour market emerged, coffee became the main export, the economy diversified and the coffee
economy created the basis for the development of industry in Brazil. Nevertheless, the process of social and
economic development of each Brazilian region differred in varied degrees and respects from the general
pattern described in this section. Thus, the next part of this chapter will examine the social and economic
history of Minas Gerais during the nineteenth century, pointing out those changes that have a bearing upon

the "business environment”.

1.2 - Nineteenth-Century Minas Gerais
Minas Gerais is a landlocked territory the size of France, with a variety of landscapes. Its frontiers

do not define a coherent geographical region and Minas Gerais was not a natural economic unit. The rivers
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MAP 2 - MINAS GERAIS: ZONES

<<

Source: D.C. Libby, Transformacao e Trabalho em uma Economia Escravista: Mims Gerais no Seculo XIX.
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form several disconnected systems, and there are several mountain ranges which divide sub-regions,
imposing huge barriers to communications and transport. Thus, during the last century Minas had a
disarticulated pattern of growth which was largely determined by geographical considerations. The Tridngulo
- which was juridically linked to Sao Paulo until 1816 - and the South zones were logical extensions of the
Sao Paulo hinterland, to which they were linked economically and culturally. Most of the northern region
of Minas Gerais is geographically part of the Brazilian sertdo, stretching into Ceard in north-eastern Brazil.
It was formerly administered from Salvador, the capital of Bahia, until the middie of the eighteenth century
and all of its exports passed through Salvador until this century. The western region was part of the colonial
cattle-frontier, extending from Bahia to Goids. The Mata zone, in south-castern Minas, was linked
economically with the port of Rio de Janeiro and was part of Rio de Janeiro’s hinterland from the coffee
boom of the 1830s. The central part of Minas was the seat of provincial and later state government, whose
authority over the other zones was weakened until the 1930s by poor communications and lack of economic
influence. Thus, the more developed regions in the southern part of Minas Gerais (Tridngulo, Mata, and
South) were historically linked to S3o Paulo and Rio de Janeiro, whereas the less developed northern part
was a backwater of Bahia”'.

The occupation of the territory was directly linked to the discovery of gold at the end of the
seventeenth century, mainly in the central part of Minas Gerais. Gold production reached its peak around
the 1760s and after that began to decline slowly™. In the 1800s, production was less than half the level of
the 1760s, and in the 1820s the decay of the gold-mining economy was beyond doubt. Several different
factors contributed to the decay of eighteenth-century mineirg gold economy: production was restricted to
alluvial gold deposits because of the requirements or difficulties of underground gold- mining; lack of slave
labour; heavy duties levied on goods entering Minas Gerais making the cost of living very expensive; and
the low standards of the prevailing methods of production’. With the progressive decay of the gold-mining
economy during the last quarter of the eighteenth century, the economy of Minas Gerais went through a
great transformation. During this period, there was an important expansion of craft production, mainly of
textiles and iron. However, this incipient production had its development hindered by the Portuguese colonial
government, which prohibited it in 1785. Furthermore, a large proportion of the population of the decaying
gold-mining area turned to subsistence activities, moving from the central part of Minas towards the northern
and western parts - where a cattle-raising economy emerged -, and towards the southern parts - where dairy

production developed™.
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With the arrival of the Portuguese royal family in Brazil in 1808, there were several attempts to
revive the economy of the central part of Minas Gerais by the establishment of an iron industry. Although
the attempt to produce iron on a large scale in the Metahirgica zone failed, mainly because of restricted
markets, several small iron foundries of limited economic importance emerged. Their production was small
and the greater part of output was consumed locally®'. Nevertheless, during the first years of the nineteenth
century agriculture replaced gold as the main economic activity of Minas Gerais. Rural production, either

for the mineiro or for the Brazilian and international markets, increased in importance. Gradually agriculture

shifted from a predominantly subsistence to market orientated activities. The main products of this period
were coffee, corn, sugar, tobacco, cotton, rice, manioc, and beans®,

Coffee spread into the Mata and the South zones, where it adapted very well to the soil and the
climate. It became an important mineiro item of trade for the first time in 1819, when more than 95% of
the output was produced in Matias Barbosa, a district situated in the Mata zone, close to Juiz de Fora®. In

1842/43, coffee was the third largest mineiro item of trade by value®. From the 1850s onwards, coffee

became the main mineiro item of trade. In the 1850s, coffee represented 56.1% of exports (to other

provinces) by value, and by the end of the century 84.6%%. The rapid expansion of production until the
beginning of the 1860s was helped by three factors: the availability of labour being released by the declining
gold-mining economy, the availability of suitable soil, and the high prices of coffee. In the 1860s, the
construction of the Unido e Indiistria turnpike, and later of the D. Pedro II railway (EFDPII), helped to open
up new areas for coffee, guaranteeing the expansion of production®.

Nevertheless, coffee production was not very representative of the economic life of Minas Gerais
as a whole. Throughout the Empire (1822-1889), coffee production was confined mainly to a relatively small
part of the Mata zone close to the border with the province of Rio de Janeiro. Until the early 1870s, the

mineiro coffee economy employed less than 15% of the non-slave population and only a quarter of the slave

population. Furthermore, the area covered by coffee plantation did not represent more than 4% of the
territory of the province. In the 1880s, the South zone became a coffee-growing area. However, it was only
after the disorganization of coffee production in the Mata zone, as a result of the abolition of slavery in
1888, that coffee production in the South zone became important. More representative of the mineiro

economic life was the production of non-coffee products in the huge area outside the coffee-growing where
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the majority of the slave and non-slave population lived®.

Cattle-raising, for example, was the second traditional economic activity in Minas Gerais, and was
well adapted to extensive ranching specially in the northern part and in the Tridngulo zone. The techniques
and the organization of ranching were introduced by Bahians in the seventeenth century and, combined with
a favourable environment, produced Brazil's largest herd of beef cattle®™. After the decay of the eighteenth-
century gold economys, cattle-raising became the most important economic activity in Minas Gerais until the
1840s when it was surpassed by coffee-growing®. From then onwards, beef on the hoof, meat, and animal
products were the second largest item of trade of the province®.

As mentioned above, until the end of the eighteenth century the establishment of industries was
prohibited by the Portuguese colonial government. When the Portuguese crown was transferred to Brazil in
1808 this legal impediment was revoked. However, obstacles of a different nature then became obvious such
as, lack of capital and credit, lack of suitable means of transport, small and scattered markets, and lack of
a large and reliable work-force. These factors hindered the industrial development of Minas Gerais®.
Nevertheless, a few industrial sectors, such as mining, iron-working, textiles, and food industries, did
develop during the nineteenth century, and were concentrated mostly in the developed southern half of
Minas Gerais®.

Although the gold-mining boom was over at the beginning of the last century, hopes of new
discoveries persisted. During the first decades of the nineteenth century the primitive and disordered gold-
mining activity of the end of the eighteenth century was replaced by foreign mining companies using “state
of the art” technology. Some of these foreign mining companies, such as the British-owned Saint John Del
Rey Mining Company and the Imperial Brazilian Mining Association, became large scale enterprises®™. The
former, which exploited the mine at Morro Velho, was the largest single industrial employer in Minas Gerais
until the 1930s and the only one to survive among the 9 Brazilian and foreign-owned gold-mining companies
active in 1900. Furthermore, prospecting for diamonds and semiprecious stones still provided a precarious

livelihood for a few thousand people®.
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The isolation of Minas Gerais and the high price of imports allowed the mineiro iron industry to
develop numerically and geographically for six decades after the 1820s. Initially, changes in the process of
gold-mining boosted the industrial production of iron, underground gold mines constituting important
consumers of iron goods during this period. Later on, the consumer market for iron products grew and the
agricultural sector and muletrains became important consumers. In the 1880s, the industry suffered two lethal
blows: the end of its geographical isolation with the arrival of the railway in the central part of Minas Gerais
and the abolition of slavery, the latter depriving the small foundries of their major competitive advantage
against foreign competition®’. With the proclamation of the Republic the small foundries disappeared and
a few major ironworks were built but with little success. Minas was doomed to await until the 1930s, when
iron and steel products led the second mineiro industrial boom and several chaorcoal-based steel plants
began produc ion®®.

The first sustained industrial upsurge in Minas Gerais began with the establishment of the textile
industry”. However, the development of this industry was preceded in the first half of the last century by

a flourishing domestic textile production, a legacy of the colonial times®. It was only in the 1870s that the
first successful textile mills began to emerge in response to a set of favourable conditions: expanding local
markets, exchange devaluations, cheap raw materials, high import tariffs, and high freight rates®. The
mineiro textile industry grew rapidly until the late 1920's. In 1907 it was the largest mineiro industrial

sector, contributing 40.2% of the total value of industrial production, accounting for 62.9% of capital

invested in mineiro industry, and employing 50% of the mineiro industrial work-force'®.

In 1907 the food industry was the second largest industrial sector, accounting for 32.6% of the
value of industrial production, 18.9% of the capital invested in the mineiro industry, and 17.3% of the

mineiro industrial work-force. Nevertheless, the industry was made up of small factories employing on

average 6 people'”

. Another important economic sector in nineteenth-century Minas Gerais was transport.
In the late 1850s, the Companhia Unido e Industria built 144 kilometres of carriageway linking the southern

part of Minas Gerais to the province of Rio de Janeiro. The construction of the turnpike pre-dated railways.
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It was a time when the bulk of the transport of people and goods was made on the back of animals'®,
During this period, Juiz de Fora grew and became a large coffee entrepdt in Minas Gerais'®.

The first phase of railway construction in Minas Gerais began in the 1870s. In 1869, the EFDPII
(later Central do Brasil) reached the Mata zone, and in the late 1880s arrived in the central part of the
province'®. Several other small lines were built during this period in the Mata zone. All these early railways
received concessions (guaranteed interest payments on invested capital) from the provincial and Imperial
governments. Several of these railways were built by coffee planters either by themselves or in conjunction
with British capitalists. Between 1875 and 1899, a total of 3,500 kilometers of track was laid in Minas
Gerais, most of it in the south. Nevertheless, by the late 1890s several of these private lines were taken over
by the government, as coffee prices declined and could no longer support the high freight rates these
railways needed to work profitably. Later, 21 railways of the Mata zone were incorporated into the British-
owned Leopoldina system. From 1900 onwards, the federal government dominated railway construction until
the 1920s, when the state government became actively involved'®.,

It is important to point out that despite all of its economic transformation during the nineteenth
century, Minas Gerais at the end of this period continued to be divided into disarticulated and autonomous
sub-regions, each having developed in a different way, with particular histories and specific problems'®. In
the 1880s, the Tridngulo became a modem agro-pastoral economy. In contrast, the northern region, with the
exception of a diamond rush which was over by 1830, followed the tracks of a seventeenth-century ranching
economy and its cities stagnated on the margins of vast latifundia until the arrival of the railway at the
beginning of the twentieth century. The cattle trade was the main activity of the westemn region, whose
towns had been linked by ancient cattle trails and later by railways. The Mata and South zones developed
a coffee-based agriculture, which financed their mid-nineteenth-century rise. After the proclamation of the
Republic these two zones became the most important regions in terms of wealth, population, and political
power. Throughout the nineteenth century, the central part of Minas lost ground to both the Mata and the
South zones. The long decline of the central region only came to an end in the 1920s, when the growth of
consumer industries, banks, and commerce gave the new political capital (Belo Horizonte) an economic
base'”".

Compared with the southern half, the backward north - with the exception of the Tridngulo zone -
lagged behind in towns and transport. The south had a well-articulated network of towns and transport
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routes, which were created mainly during the great coffee boom and railway-construction phase in 1850-
1900. With large population and a good transport system, the Mata and the South were the most urbanized

zones of Minas Gerais. Nevertheless, most mineiros lived in isolated rural areas. In 1920, only 11% of the

mineiro population lived in urban centres: if cities smaller than 5,000 are left out, the urban population falls
to 5%'®.

Table 1.6 - Total population of Minas Gerais and Brazil according to the estimates of 1808, 1823, 1830,
and 1854, and the census of 1872, 1890, 1900, and 1920.

_XEJARS MINAS GERAIS PERCENTAGE BRAZIL
1808 350,000 14.5% 2,419,406
1823 640,000 16.2% 3,960,866
1830 930,000 17.4% 5,340,000
1854 1,300,000 169% 7,677,800
1872 2,102,689 20.8% 10,112,061
1890 3,184,099 222% 14,333,915
1900 3,594,471 20.8% 17,318,556
1920 5,888,174 19.2% 30,635,605

Sources: Adapted from Mmisterio da Agricultura, Industria e Commercio, Directona Geral de Estatistica,

Recenseamento do Brazil realizado em 1 de Setembro de 1920: Resumo Historico dos Inqueritos Censitarios
Realizados no Brazil, (Rio de Janeiro, 1922), 1, pp.403-23.

As shown in Table 1.6, throughout the nineteenth century Minas experienced a rapid demographic
growth and was one of the most densely populated regions in Brazil until 1920. In the first half of the last
century the mineiro population represented around 16% of the Brazilian population, a percentage which
increased to around 20% in the second half. Furthermore, a large proportion of the mineiro population was
made up of slaves. In the eighteenth century, negroes made up over one-third of the mineiro population'®.
During 1831-40 and 1854-57, slaves accounted for 31% and 25% of the total population respectively'®.
According to the census of 1872, there were 1,510,806 slaves in Brazil, of whom nearly a quarter were to

be found in Minas Gerais, as shown in Table 1.7. Of the estimated 723,000 Brazilian slaves shortly before
the abolition of slavery in 1888, nearly 27% were in Minas Gerais, more than in any other province in
absolute terms'!’. After abolition, social mobility remained difficult for coloured people, and whites
continued to control the high-status positions in the hierarchical and agrarian-based mineiro society.

Although priding themselves on having a tolerant attitude towards race, the mineiro elite had a low

estimation of the coloured. Moreover, most of the surviving Indian tribes had long since migrated into Goids

to avoid being hunted and enslaved by settlers or catechized by missionaires. Thus, choosing to ignore the

1% Tbid., pp.23-4.
1% Ibid., pp.14-6.

10 1 ibby, Transformacio e Trabalho, pp.46-7.

"' 1. Kowarick, Trabalho e Vadiagem: A Origem do Trabalho Livre no Brasil, (Sio Paulo, 1987),
pp.52-3.

46



coloured, and having expelled most of the Indians, the mineiros directed their attentions towards European

immigrants for labour supply. But immigrants who, in turn, preferred Sio Paulo and the southern parts of
Brazil to Minas'?.
Table 1.7 - Brazilian population in 1872 per province and divided by nationals and slaves.

POPULATION
PROVINCES “NATIONALS SLAVES TOTAL
Alagoas 312,268 35,741 348,009
Amazonas 56,631 979 57,610
Bahia 1,211,792 167,824 1,379,616
Ceari 689,773 31913 721,686
Rio de Janeiro* 226,033 48,939 274,972
Espirito Santo 59,478 22,659 82,137
Goiis 149,743 10,652 160,395
Maranhio 284,101 74,939 359,040
Mato Grosso 53,750 6,667 60,417
Minas Gerais 1,669,276 370,459 2,039,735
Pard 247,779 27,458 275,237
Paraiba 354,700 21,526 376,226
Parand 116,162 10,560 126,722
Pernambuco 752,511 89,028 841,539
Piaui 178,427 23,795 202,222
Rio de Janeiro 490,087 292,637 782,724
Rio Grde. do Norte 220,959 13,020 233979
Rio Grde. do Sul 367,022 67,791 434,813
Santa Catarina 144,818 14,984 159,802
Sao Paulo 680,742 156,612 837,354
Sergipe 153,620 22,623 176,243
Brazil 8,419,672 1,510,806 9,930,478

Source: Ministério da Agricultura, Industria e Commercio, Recenseamento do Brazil Realizado em 1 de

Setembro de 1920: Resumo Historico dos Inqueritos Censitarios Realizados no Brazil, (Rio de Janeiro,
1922), 1, p.414.

* The city of Rio de Janeiro.

Foreigners as a group were relatively unimportant, although in the 1860s German colonists turned

13 Moreover, the South zone

artisans were the original pool of talent for Juiz de Fora’s entrepreneurial class
was the major area of Ttalian immigration in the late ninteenth century and Italian rural workers turned
craftsmen and merchants provided urban services for the South’s small cities, as well as for Juiz de Fora,
Sdo Joio del Rei, and Barbacena. Nevertheless, immigration was a failure and between 1900 and 1920 there

was a net out migration of foreigners from Minas Gerais'**. Despite all the efforts (such as state-subsidized
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passages and agricultural colonies), Minas Gerais could neither attract nor hold immigrants during the phase
of major population transfer from the Old to the New World (1880-1920)''%, In the 1890s, around 50,000
immigrants came to Minas at the expense of the state, whereas more than 700,000 went to Sio Paulo''®. The
failure to bring European labourers drew the attention of the mineiro elite to the native labour force made
up of ex-slaves and caboclos, who traditionally were thought to lack motivation, reliability, and skill. Poor
but happy, the caboclo had long been thought to live a carefree existence off the land. His image improved
with the need for his labour'"’.

Thus, during the nineteenth century the mineiro economy was transformed into agro-pastoral
economy after the decay of eighteenth-century gold-mining economy. In the 1830s, the gold-mining industry
became dominated by foreign-owned large-scale enterprises exploring underground mines. Until the coffee
boom of the middle of the last century, cattle-raising was the main economic activity in Minas Gerais. From

the 1850s onwards, coffee became the main mineiro item of trade. Nevertheless, the coffee economy was

restricted to the southern part of the province, adjoining Rio de Janeiro, and its impact on the mineiro
economy as a whole was not comparable to that of the coffee economy in Sio Paulo. The abolition of
slavery in 1888 forced the entrepreneurial class to resort to the native labour force, since European
immigration was a failure. In the last quarter of the century, the first industries began to emerge, mainly the
textile industry which was the largest industrial sector until the 1920s, just as in the rest of Brazil. It was
during this period also that the first phase of railway construction took place. Nevertheless, nineteenth-
century Minas Gerais was sharply divided into two halves: the developed south and the backward north. The
central part was the seat of the provincial - and later the state - government, but exerted very little influence
over the rest of Minas Gerais. Most of the other sub-regions were more closely linked, economically and
culturally, to Sao Paulo, Rio de Janeiro, or Bahia.

15 Iglésias, Politica Econdmica do Governo Provincial Mineiro, p.129.

6 M.T.S. Petrone, “Imigragio”, in Histéria Geral da Civilizacio Brasileira, ed. S.B. Holanda (Sio
Paulo, 4th. ed. 1985), IX, pp.104-21.

1 Wirth, op.cit., pp.14-6.
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PART I - THE ENTREPRENEUR
Introduction

This section is divided into two chapters. The first examines the evolution of the concept of the
entrepreneur, the nature of entrepreneurship in different economic environments, and the debate about the
emergence of the entrepreneur in the Brazilian economic historiography. This analysis establishes the
theoretical framework for the second chapter which, in examining the social background of mineiro
entrepreneurs and the origin of their capital, contributes to an investigation of the business environment in
nineteenth-century Minas Gerais.

The analysis of the mineiro entrepreneur reveals that there was a great deal of entrepreneurial

initiative in ninteenth-century Minas Gerais and that the general social attitude towards entreprencurship was
on the whole positive. It also shows that in contrast with their counterparts in Sio Paulo and Rio de Janeiro,

mineiro entrepreneurs were mainly recruited from the local elite constituted basically by Brazilians.

Furthermore, although the sources of capital (mainly agriculture and trade) used by mineiro entrepreneurs

were not very distinct from that used by their paulista and carioca counterparts, they differred in their nature

with coffee and import-export activities playing a smaller role.
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Chapter 2 - A BRIEF REVIEW ON THE LITERATURE ON THE
ENTREPRENEUR

This chapter is divided into two parts. The first addresses the concept of the entrepreneur in the
economic literature. The second examines the emergence of the Brazilian entrepreneur during the nineteenth
century and considers debate about the social and economic origins of the Brazilian industrialist as a prelude

to the analysis of the formation of mineiro entrepreneurial class in the nineteenth century.

2.1 - The Concept of the Entrepreneur

The authors reviewed here are either leading authorities on the subject or those whose works have
indirectly influenced the study of the entreprencur. Several other authors could have been included but
because of the scope of this work and the lack of relevance of their work to the study of nineteenth-century
business environment they have not been included'.

Even though there is no established theory of the entrepreneur, the subject has been extensively
discussed by economists, political scientists, and sociologists®. The entrepreneurial function in society is
probably as old as the institutions of barter and exchange and many economists would probably agree that
the entrepreneur is a central figure in economic life. Despite his pivotal importance in economic activity,
the entrepreneur has been a shadowy and elusive figure. His actions have more often been attributed to
faceless institutions or impersonal market structures. Nevertheless, entreprencurship has been traditionally
associated with the activities of businessmen’.

The term entrepreneur is of French origin which until the end of the twelfth century encompassed
the functions of inventor, planner, architect, builder, manager, employer, and supervisor, but not those of
capital provision and risk-taking. It was only with the emergence of capitalism that a clearer distinction
emerged between those who performed artistic and technical functions, and those who undertook the
commercial aspects of any enterprise. It was Richard Cantillon, an eighteenth-century businessman and
financier, who first used the concept obtrusively and infused it with precise economic content. Cantillon
suggested that the entrepreneur is someone who has the foresight and willingness to assume risk and takes
the action requisite to making a profit. This self-interested and daring activity has important social

consequences: it is the actions of entrepreneurs reacting to changes in prices that brings about a balance

! For a further discussion of the concept of the entrepreneur and its historical evolution in the

economic theory see R.F. Hébert and AN. Link, The Entrepreneur: Mainstream Views and Radical
Critiques, (New York, 1982); M. Casson, The Entrepreneur: An Economic Theory, (Oxford, 1982); H.

Barreto, The Entrepreneur in Microeconomic Theory: Disappearance and Explanation, (New York, 1989);
M. Binks and P. Vale, Entrepreneurship and Economic Change, (1990); and H. Lydall, The Entrepreneurial
Factor in Economic Growth, (1992).

2 Casson, gp.cit., p.9.

3 Hébert and Link, op.cit., pp.7-9.
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between supply and demand in specific markets. In other words, the entrepreneur is described as the
equilibrating mechanism in a market economy. Furthermore, Cantillon suggests that the entrepreneur is a
capitalist, but to a very limited extent’.

It is easy to see how foresightness, a willingness to assume risk and to act as described by
Cantillon, was a requisite for entrepreneurial activity in the backward economic environment of nineteenth-
century Minas Gerais. The obstacles posed by the lack or inadequacy of some of the basic requirements
conducive to normal business could only be overcome by particularly adventurous individuals who had
initiative and were willing to take risks.

Among the French writers, the distinction between capitalist and entrepreneur was common until
the physiocrats introduced new shades of meaning to the term®. Quesnay, for example, described the
entrepreneur as a mere patron who supervised the labour process but did not participate in it directly.
Quesnay envisaged an analytic system, grounded in agrarian capitalism, that featured three economic classes.
The participation of each in the economy was related to, and determined by, the economic function of its
members. The propertied class owned land and leased it to the farmers who in turn produced the raw
materials demanded by a sterile class of artisans. Thus, farmers constituted the only productive class in the
system while landlord-proprietors advanced capital to enterprising farmers®. Baudeau, a follower of Quesnay
and a physiocrat himself, described the entrepreneur as someone motivated by profits, a decision-making
individual who bears risk because of the nature of his activities and also invents or innovates in order to
reduce costs and thereby raise profit. Baudeau went beyond Cantillon in emphasizing the importance of
ability - the entrepreneur need for information and knowledge. Because the agricultural entrepreneur carried
on production at his own risk for his own account, he had to have the capacity to exercise control over
productive processes, i.¢., to act in an entrepreneurial way. In order to do this the entrepreneur has to be an
innovator’. Turgot, another physiocrat, did not make any distinction between the capitalist and the
entrepreneur. For him, the entrepreneur is a capitalist who employs labour in a productive process either in
agriculture or in manufacturing. Thus, the same person supplies the capital and employs the labourers and
makes production possible®.

It is interesting to point out that both Turgot and Cantillon described the entrepreneur as pivotal
to the market system, although they differed in their assessments about the nature of entrepreneurship. As
mentioned above, Turgot assumed that the entrepreneur was a capitalist and for Cantillon ownership of

capital was not an essential prerequisite. Furthermore, it is important to emphasize that whereas Quesnay

4 See R. Cantillon, Essai sur la Nature du Commerce en Général, (1931), Part I, Chapter XIIL
5 Hébert and Link, op.cit., p.24.

¢ F. Quesnay, Quesnay's ‘Tableau Economique’, (1972).
7 Hébert and Link, op.cit., pp.25-7.

® A.RJ. Turgot, Reflexions on the Formation and the Distribution of Riches, New York, 1971).
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and Baudeau described the entrepreneur as a wealthy farm operator who plans, organizes, and takes risks,
Turgot described him as a rich merchant or industrialist who advances capital and plans or supervises
production in a effort to accumulate more wealth.

Although the economic context observed by these authors differed in several and important respects
from that of nineteenth-century Minas Gerais, the most general aspects of their descriptions of the nature
of entrepreneurship applies to the mineiro entreprencur. Thus, the mineiro entrepreneurial class was mainly

composed of wealthy men - farmers, merchants, and, towards the end of the century, industrialists - who
planned, organized and supervised production, employing labour, advancing capital, and taking risks.
Jean-Baptiste Say also attributes to the entrepreneur a vital role in economic life. According to Say,
the productive process is divided in three distinct stages: the first is the scientific stage whereby knowledge
about the nature and purpose of any product must be acquired before it can be produced; the second stage -
the entrepreneurial one - concerns the application of this knowledge to a useful purpose; the last stage is
the actual manufacture of the product. Thus, the entrepreneur has a pivotal role because, although all three
stages of the productive process are necessary, it is the entreprencur who combines them all. Furthermore,
to be an entrepreneur requires certain qualities - sound judgement, perseverance, and knowledge of business.
The entrepreneur needs to be able to estimate, with some accuracy, the importance of a specific product,
probable demand, and the means for its production. In other words, entrepreneurial activity is synonymous
with management, which does not necessarily include ownership of capital. Although both functions can be
combined in the same person, entrepreneurial and capitalist functions are separated. The entrepreneur-
manager is an expert in organization and administration, whereas the capitalist is just the lender of money.
Furthermore, contrary to authors mentioned earlier, the entrepreneur in Say is not necessarily a risk-taker®.
What does Say contribute to the study of the mineiro entrepreneur? It is interesting to point out that
in a economic environment such as nineteenth-century Minas Gerais, where technological production was
virtually non-existent, the nature of entrepreneurship differed slightly from that observed in advanced
economies: it had less to do with the application of technology to a useful purpose and more to do with the
successful transfer of the technologies devised elsewhere. Furthermore, management ability, stressed by Say,

proved to be an extremely important requisite for the mineito entrepreneur. Because enterprises were neither
large nor complex enough to have a developed managerial capability, businessmen had to manage firms
themselves, with little or no help. Thus, they needed sound judgement to estimate probable demand for their
their products, and the means for producing them.

Classical economists did not attribute to the entrepreneur any special role in economic life. Smith,
for example, failed to separate the entrepreneur from the various kinds of industrious people in the economy,
as if each business was practically run by itself. There were passing references to the merchant or
undertaker, who accumulated capital and merely hired workers who did the rest. There are also references
to the fact that the capital of the undertaker was exposed to risk, but his function was merely the supervision

® ].B. Say, Tratado de Economia Politica, (Sdo Paulo, 1983).
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of his business in order to guarantee his profits'. Ricardo does not use the term entrepreneur. Neither does
he conceive of businessmen as agents of change, rather he refers to them as shadowy bearers of
technological improvements''. Mill’s main contribution was his analysis of business income. According to
Mill, businessmen receive wages of superintendence - as a return for their skill and ability as managers -
a premium for risk-taking, and interest on the part of their own capital that they employed. Mill is not
precise about whether or not risk bearing is an entrepreneurial task along with management. Furthermore,
he failed to distinguish the entrepreneur from the capitalist and said nothing about the entrepreneur as
innovator'2.

This classical legacy was bequeathed to Karl Marx who also did not distinguish the functions of
the capitalist from those of the entreprencur. According to Marx, the capitalist is the possessor of money
which is used in the process of circulation with the intention of making more money. However, the capitalist
exists only as a potential purchaser of labour and becomes a real capitalist only when the worker submits
to the commands of capital. The purpose of the capitalist is the appropriation of ever more wealth. He
achieves it by turning his money into commodities which serve as the building materials for a new product
and as factors in the labour process, and by incorporating labour, transforming value into capital. Moreover,
due to the very nature of the labour process, the command of capital develops into a requirement, into a real
condition of production. The unification of wage-labourers into one single productive body, and the
establishment of a connection between their individual functions, lies on the competence of the capitalist
who brings them together and maintains them in that situation. Thus, the function of the capitalist becomes
the work of directing, superintending, and combining factors of production. However, as soon as the
capitalist’s stock of capital has reached a critical threshold, he is relieved from actual labour and transfers
the task of direction and supervision to a special kind of wage-labourer, managers, foremen, and overseers
who command the labour process in the name of capital. The work of supervision becomes their established
and exclusive function. Nevertheless, to act as a capitalist means to supervise and direct the process of
capital’s valorization, which is wider than the supervision of the labour process and includes the purchase
of the means of production, the sale of the labour's products, and so on'>.

Thus, the Marxian entrepreneur is a capitalist and an employer of factors of production. The latter
function includes the supervision and management of the productive process, reinforcing the managerial side
of the entrepreneurial activity, pointed out by Say, a contribution which also applies to the study of the

mineiro entrepreneur.

19 A. Smith, Inquiry Into the Nature and Causes of the Wealth of the Nations, (Harmondsworth,
1970), pp.201-47, 459-75.

! See D. Ricardo, Principles of Political Economy and Taxation, (Cambridge, 1992), Chapter VL.

12 J.S. Mill, Principles of Political Economy With Some Other Applications to Social Philosophy,
(New York, 1987).

13 K. Marx, Capital, (1988), L
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At the end of the nineteenth century the study of the entrepreneur was greatly influenced by the
work of German historians and sociologists, who believed that to understand man’s economic behaviour and
the institutions which constrained such behaviour, a thorough analysis of the historical process was
necessary. Schmoler, for example, began to analyse historical economic behaviour and discovered that a
central factor present in all economic activity was the spirit of enterprise, or the entrepreneur. Sombart and
Weber extended Schméler's ideas. Sombart introduced the idea of a new leader (the entrepreneur) who
animates the entire economy through creative innovation, whereas Weber described the entrepreneur as a
deviant who breaks way from the old methods of production and creates new ones™.

Weber's main concern was to explain how a social system evolved from a stable form to a another
type of society. A static society does not require the activity traditionally associated with the entrepreneur
and the ordinary routine work is done either by workmen or managers. However, this stable and self-
perpetuating state is at some point altered and this change have been historically associated with charismatic
leaders of an entrepreneurial nature. Thus, the motives behind this entrepreneurial force are important to the
understanding of the evolution of the society. In the specific case of the emergence of the modern form of
capitalism, Weber identified religious imperatives as the critical characteristics of the successful
entrepreneur. These religious imperatives make up what is called the Protestant ethic and the specific ethos
of the first European capitalist entreprencurs. According to Weber, it is the ethos of the first European
capitalist entrepreneurs which explains why the modern form of capitalism is a phenomenon peculiar to
Westem civilization.

Entreprencurs were the predominant bearers of the “spirit of capitalism”, which combined the
impulse to accumulate with a frugal life-style. The accumulation of wealth was morally sanctioned in so far
as it was combined with a sober, industrious career; wealth was condemned only if employed to support a
life of idle luxury or self-indulgence. Though, the greatest possible productivity in work and the rejection
of luxury led to a style of life which directly influenced the spirit of capitalism, by creating the right
atmosphere for its development. Thus, for Weber, the spirit of capitalism was closely connected with the
Puritan religious ideas which supplied the moral energy and drive to the capitalist entrepreneur. It is
important to emphasize the crucial role played by the entrepreneur in Weber's framework. According to the
author, what brought about the capitalist revolution in the economic life was not a stream of new money
invested in the industry, but, above all, the spirit of capitalism".

Thus, Weber describes the entrepreneur as a deviant, who is not necessarily a capitalist, driven by
a set of principles and values, which in the case of the first European entrepreneurs was embodied in the
Protestant ethic. This analysis provides an useful starting point for the investigation of the intellectual

formation of the mineiro entrepreneur and the ideas which drove them. In some parts of Minas Gerais, for

example, European immigrants of a Protestant background constituted an important source of entrepreneurs.

* Hébert and Link, op.cit., pp.29-35.
!5 M. Weber, The Protestant Ethic and the Spirit of Capitalism, (20th. ed. 1989).
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In others, the intellectual formation of some of the most prominent entrepreneurs followed principles very
similar to the ideas which constituted the background of the spirit of capitalism, as defined by Weber.

Schumpeter is another classical author. The main point of his analysis is the intimate association
between entrepreneur and economic development. To Schumpeter development is a spontaneous and
discontinuous change in the channels of the existing course of economic growth, it alters and displaces
forever the equilibrium state previously existing. These spontaneous and discontinuous changes may occur
in the following cases: 1) the introduction of a new good; 2) the introduction of 2 new method of
production; 3) the opening of a new market; 4) the conquest of a new source of supply of raw materials or
semi-manufactured goods; 5) the carrying out of new organization in an existing industry. Credit can be used
to facilitate the acquisition of the necessary means of production as to foster new combinations. The credit
supply, however, is the function of that category of individuals - the financiers - who the author identifies
as capitalists and who should not be confused with the category of individuals who carry out the new
combinations, the innovators and risk-takers, i.e. entrepreneurs. The Schumpeterian concept of the
entrepreneur includes not only the innovator and risk-taker, the independent businessmen, but all who
actually fulfil the function by which the concept is defined, like managers, members of boards of directors,
and even other types of employees of a company. However, it does not include all heads of firms or
managers or industrialists who merely may operate an established business. The concept, therefore, includes
only those who actually have the capacity of innovation'®.

Schumpeter’s description of the new combinations of productive forces fits very well into what can
be observed of the action of several mineiro entrepreneurs during the last century. However, his concept of

the entrepreneur is sometimes a little natrow to fit into the mineiro experience. The carrying out of new

productive combinations in the mineiro business environment involved much management effort, which was
an essential part of the entrepreneurial activity.

A more recent contribution to the concept of entrepreneurship is the work of Kirzner, drawn from
the so-called “Austrian School”, of which Schumpeter was an early exponent, and which conceives the
economy as a market process in a state of perpetual desiquilibrium, driven by human action - man’s constant
alertness to the opportunity to improve his position. The tendency to desiquilibrium creates continuously
opportunities for entrepreneurial activity'’. Thus, to Kirzner the entrepreneur is the arbitrageur and
equilibrating agent whose prime characteristic is the ability to perceive profit opportunities and act upon
them. He has no need to possess capital or special knowledge and he does not fulfil any coordinating or
management role in the productive process. Thus, the entrepreneur requires no special ability to carry out
his function other than the capacity to perceive an opportunity for gain thereby ensuring increasing
perfection in the working of the market'®.

16 J.A. Schumpeter, A Teoria do Desenvolvimento Economico, (Sao Paulo, 1982), p.68.
17 Lydall, op.cit., pp.69-71; Binks and Vale, op.cit., pp.12-3, 43; Barreto, op.cit., 14-21.
18 I M. Kirzner, Competition and Entrepreneurship, (Chicago, 1973), pp.13-81. ‘
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The main difference between Kirzner and Schumpeter is that whereas the Schumpeterian
entrepreneur acts breaking the state of equilibrium the Kirznerian entrepreneur is the equilibrating force of
the economic life. However, both authors agree that risk-taking is an essential feature of the entrepreneurial
function.

The authors reviewed so far have written about the entrepreneur regardless of the economic
environment in which he acted. These authors did not take into account that the role of the entrepreneur and
the nature of entrepreneurship may change according to differences in the business environment. One of the
first authors to introduce such idea is Gerschenkion, who rejects those theories which predict that the
industrially more developed countries present to the less developed countries a picture of their future. For
Gerschenkron, such generalizations, based on the patiem of industrialization in England, does not fit the
experience of more backward countries because it does not take into account the fact that the development
in backward countries may differ fundamentally from that of advanced countries.

According to Gerschenkron, the entrepreneur plays an important role in the process of economic
development since everywhere the process of industrialization means, among other things, the appearance
of men, willing and able to exercise the entrepreneurial function. Nevertheless, the role played by the
entrepreneur will be different according to the uniqueness of each individual country and, mainly, to its
degree of backwardness. Different degrees of backwardness gave rise to divergent patterns of development
where entrepreneurs, banks, and the State played distinct economic roles. Therefore, while entrepreneurs
were crucial in the process of industrialization in England, the same cannot be said about the experience of
backward countries. Despite the fact that the entrepreneur still plays an important role in the process of
economic development, in moderately backward countries industrialization occurred under the aegis of the
banks, or under the aegis of the State in more backward areas.

Industrialization in England occurred without any substantial utilization of banking for long-term
investment purposes. By contrast, because in relatively backward countries capital was scarce and diffused,
the distrust of industrial activities was considerable, and there was great pressure for bigness, the use of
industrial investment banking was critical for development. However, such use was specific not to backward
countries in general, but to those countries where backwardness did not exceed certain limits. Where the
level of economic development was incomparable lower when industrialization began, the role of the State
was clearly distinct. Usually in these countries the supply of capital required the compulsory machinery of
the government. Thus, the greater the backwardness the less central is the role played by the entrepreneur.
The banks or the State will replace him in some of his functions such as: capital provision and investment
in infrastructure'®.,

Gerschenkron's main contribution to the study of the mineiro entrepreneur is his concept that
different degrees of backwardness produced important qualitative differences in the nature of
entrepreneurship. Thus, in backward countries banks or the State intervened to overcome the existing social

¥ A. Gerschenkron, Economic Backwardness in Historical Perspective: a book of essays,
(Cambridge, 1962).
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and economic barriers to industrialization, replacing the entrepreneur in some of his traditional functions and
devoting their attention to the heavy industry, rather than the light, and the building of infrastructure.
Consequently, in backward countries it scems more likely to find entrepreneurs investing in light industries,
such as textiles, food processing, and so on, which was indeed the starting point of the Brazilian industrial
entrepreneurial class™.

Hence, the various theories of the entrepreneur reviewed above describe the entrepreneur as risk-
taker, capitalist, innovator, leader, manager, and employer of factors of production. He is presented as being
motivated by material gains (most of the time, profits), will, religious conviction, or social recognition. He
is perceived by some as a deviant, whose actions disrupt the “self-perpetuating equilibrium”, and by others
as the point of equilibrium in a market economy. Furthermore, depending on the degree of backwardness
and the intellectual climate of the business environment there will be important differences in the role of
the entrepreneur and the nature of entrepreneurship, resulting in the intervention of banks or the State. Thus,
the various theories of the entrepreneur reviewed in this part provide an useful framework to the
investigation of entrepreneurship in nineteenth-century Minas Gerais. The following part examines the debate
about the emergence of the Brazilian entrepreneur in order to place the study about Minas Gerais within a

more specific context.

2.2 - The Brazilian Entrepreneur

Drawing on the Brazilian economic historiography, this part considers the debates about the
emergence of the coffee entrepreneurial class and the origins of the industrial entrepreneuriat in the
nineteenth century.

During most of the nineteenth century, the Brazilian business elite struggled to legitimize itself.
Legitimation was necessary because the business profession was held in low esteem and business enterprise
usually relied on government support. Traditional Luso-Brazilian culture accorded the businessman low
status and regarded him as habitually dishonest. A large proportion of the Brazilian business elite during this
period was made up of foreigners. Merchants often faced the animosity of large landowners, the Brazilian
dominant class, because of the nature of economic relations between them. Industrialists had to prove the
desirability and feasibility of manufacturing as altemative to Brazil's traditional economy?'.

The Brazilian economy in the late eighteenth century was overwhelmingly agricultural and pastoral
and, moreover, export oriented. To speak of entrepreneurs at that time is to speak of senhores de engenho
(sugar planters and millowners) and other plantation owners. During the colonial period, there was a clear
distinction between the rural aristocracy, most of whom were Brazilians, and merchants, most of whom were

foreigners. In the professions, Brazilians were generally restricted to those positions highly regarded in the

2 E.C. Prestes Motta, Empresirios ¢ Hegemonia Politica, (Sao Paulo, 1979), p4l.

! EW. Ridings, “Business Associationalism, the Legitimation of Enterprise, and the Emergence
of a Business Elite in Nineteenth-Century Brazil”, in Business History Review, 63, (Winter 1989), pp.757-8.
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rural slave-owning society, such as lawyers. Brazilian wealthy and traditional families, would not invest nor
work in the commercial sector, unless these activities were subordinated to agrarian interests. Equally they
did not feature as import merchants and shopkeepers™. With the development of the coffee economy in the
early 1820s, a new entrepreneurial class destined to play an important role in the future economic
development of the country began to emerge. This new class was initially made up of local entrepreneurs
who had accumulated some capital in commercial activities - mainly provisioning the city of Rio de Janeiro
which was the main Brazilian consumer market - and later turned towards coffee production®.

Comparing the processes of the formation of the ruling classes in the sugar and coffee economies,
some fundamental differences can be pointed out. When the ruling class of the sugar economy was formed,
commercial activities were controlled by groups established either in Portugal or in the Low Countries. The
men in charge of production lacked any perspective of the sugar economy as a whole, as the production and
commercial phases were separated. Furthermore, as the fundamental decisions were made at the commercial
stage, the sugar-entrepreneurial class lost its true economic function and executive tasks were carried out
by overseers and other employees. Thus, as Furtado puts it:

“It can therefore be easily seen how the former entrepreneurs [the sugar-entrepreneurial

class] evolved into a class of idle landlords living within a small rural environment whose

eventual descendants were to be the easygoing patriarch class.””
Independence from Portugal did not bring about fundamental changes iﬁ the sugar-cane planting system.

The formation of the coffee economy occurred under quite different conditions. From the beginning,
the ruling class was composed of men with business experience, as mentioned above, and production and
trading interests were inter-related. The new coffee-entrepreneurial class was thus formed through a struggle
for land, for labour supply, for internal means of transport, for marketing at the ports, for official contacts,
and for financial and economic policies. These entrepreneurs indeed took advantage of their proximity to
the capital of the country and soon took control of the government. But what particularly differentiates them
from the other pre-existing dominat groups is the fact that they had a clear concept of their own interests
and utilized that control to attain their objectives®.

Thus, the sugar class lacked several of the characteristics of the entrepreneur enumerated by the
economic literature such as risk-taker, capitalist, innovator, and leader. Even the managerial role was handed
out to overseers and sugar entrepreneurs were restricted to the role of employers of factors of production.

It was only the new class that emerged with the coffee economy which truly performed the role of the

22 L.C.T.D. Prado, “Commercial Capital, Domestic Market and Manufacturing in Imperial Brazil:
The Failure of Brazilian Economic Development in the XIXth Century”, University of London, unpublished
Ph.D. thesis, 1991, pp.174-83.

23 C. Furtado, The Economic growth of Brazil: A Survey from Colonial to Modem Times, (Los
Angeles, 1965), pp.124-125.

% Ibid., p.125.
23 Ibid., pp.124-6.
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modem capitalist entrepreneur.

Nevertheless, it is important to point out that within the coffee entrepreneurial class there were
important differences between coffee merchants from Rio de Janeiro and Sao Paulo. Coffee merchants were
roughly speaking divided in three ideal types: factor, sacker and exporter. The factor was responsible for
receiving the processed coffee sent by the planter and selling it to another domestic middleman, the sacker.
The sacker, in turn, packaged coffee in lots conforming to the requirement of different export houses who
sold it abroad. In Rio de Janeiro, coffee factors and sackers were predominantly Brazilian and Portuguese,
whereas the export trade was controlled by a small number of foreign merchant houses. Furthermore, very
often coffee planters became partners in many carioca factorage houses, rendering it difficult to differentiate
the factor from the planter. Thus, small, specialized merchants controlled most of the coffee trade in the
Paraiba Valley and played a large role in the pioneering coffee entrepreneurial class®®. In contrast, coffee
trade in Sao Paulo since the beginning tended to be dominated by large export houses, mostly owned by
foreigners, who concentrate all three roles (factor, sacker, and exporter) in one big operation”.

However, during the first half of the nineteenth century no significant industrial class emerged.
Although Rio de Janeiro and other Brazilian cities were full of establishments making soap, candles, cotton
thread, clothing, hats, snuff, cigars, furniture and ironware, the textile and food-processing industries which
were to form the basis of Brazil's early industrial growth did not appear until after 1840. Indeed there was
no significant industrial growth until the 1870s. Furthermore, there is some controversy over the debate
about the social and economic origins of the Brazilian industrial entrepreneurial class. Two main approaches
may be identified in this debate. The first, the “bourgeois immigrant” approach®®, which argues that in the
promotion of industrialization in Brazil the most important role was played by importers and immigrants,
or the so-called bourgeois immigrant. The second, the “latecomer capitalism” approach®, which argues that
in Sdo Paulo coffee-planters constituted the social group from which emerged the industrial bourgeoisie.
Nevertheless, both approaches agree that until the end of the 1940s Brazilian industrialization was carried
out by the rising national bourgeoisie. The participation of the State and of foreign capital was secondary

26 For a detailed description between the relationship coffee planter, factor, sacker and exporter in

Rio de Janeiro see J.E. Sweigart, Coffee Factorage and the Emergence of a Brazilian Capital Market, 1850
1888, (1987).

%7 For a more detailed account of the coffee merchant in Sio Paulo see R. Graham, Britain and the
Onset of Modernization in Brazil, 1850-1914, (Cambridge, 1968). For a comparative view of the mechanics
of the coffee of economy in the Paraiba Valley and Western Sao Paulo respectively see S.J. Stein,
Vassouras: A Brazilian Coffee County, 1850-1900, (Cambridge, Mass. 1957) and W. Dean, Rio Claro: A
Brazilian Plantation System, 1820-1920, (Stanford, 1976).

28 Mainly represented by W. Dean, A _Industrializacio de Sdo Paulo, (Sdo Paulo, 1971), and J.
Gorender, A Burguesia Brasileira, (Sao Paulo, 6th ed. 1986).

% Mainly represented by J.M. Cardoso de Mello, O Capitalismo Tardio: Contribuicdo 4 Revisdo
Critica da Formacio e Desenvolvimente da Economia Brasileira, (Sdo Paulo, 1982) and W. Cano, Raizes

da_Concentracio Industrial em Sdo Paulo, (Sao Paulo, 3rd. ed. 1977).
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during this period®.

The “bourgeois immigrant” approach, argues that the great-grandfather of the Brazilian entrepreneur
is the artisan agent and the trader. During the nineteenth century, with the emergence and development of
the importing retail stores, the agent became either the owner of an importing retail store himself or a wage
labourer. From these importing retail stores were created the largest fortunes of the country®'. According to
Prestes Motta, industry thought of in terms of establishments founded before the First World War was not
only Brazilian, but also, fundamentally concentrated in textiles, food, and beverages. The textile industry
represents the starting point of the national bourgeoisie, who conducted the first industrial up-surge.
However, if it was the national bourgeoisie who carried out the first industrial up-surge, inside the primitive
Brazilian entrepreneurial class, the importance of the immigrants is widely known®. According to Vinhas
de Queiroz & Evans, at least 40% of the largest Brazilian economic groups were founded by immigrants®.
According to Silva, the nucleus of the rising industrial bourgeoisie in the coffee-growing regions descended
from European immigrants®. Furthermore, as Dean argues, the immigrants who became entrepreneurs were
not the ones who did not have any resources. These bourgeois immigrants began in the trading business,
mainly in export and import businesses which were controlled by foreign companies. Thus, their social
origin and location ensured their position in commerce and manufacturing”. Silva points out that the
immigrant became the representative of foreign companies, and was entrusted with the distribution of
branded products in the interior*®.

Generally speaking, most of these immigrants became industrialists after coming from the trading
business, either as owners or as employees. In the city of Rio de Janeiro, most of the textile mills
established during the last quarter of the last century were founded by foreign merchants dealing with the
import of cloth”. Several paulista retailers dealing in imports followed the same path. Given the importer's
privileged position, owing to his control over the internal trade of that time and over commercial capital,
he was the one who was frequently at the origin of manufacturing firms established after 1880. Three
circumstances favoured the transformation of the importer into an industrialist. Firstly, importers already had

%0 A good brief account of both approaches is given by W. Suzigan, Indiistria Brasileira; Origem
¢ Desenvolvimento, (Sdo Paulo, 1986), pp.31-8.

3! Dean, op.cit..

2 Prestes Motta, op.cit., p.41.

* Vinhas de Queiroz & Evans quoted in ibid., p.41.

# 8. Silva, Expansdo Cafeeira e Origem da Indistria no Brasil, (Sio Paulo, 1976), p.91.
35 Dean, op.cit., p.58.

% Silva, op.cit., p.5.

¥ AM.F.C. Monteiro, “Empreendedores ¢ Investidores em Industria Téxtil no Rio de Janeiro: 1878-
1895”, Universidade Federal Fluminense, unpublished M.Sc. thesis, Niter6i, 1985, pp.342-3.
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complementary activities, such as assembly operations or even small industrial transformations, in order to
deliver the final product. Secondly, the importer had knowledge of the market as well as the access to the
credit provided by the foreign producers or local branches of European banks. Finally, as soon as internal
consumption increased and diversified, and demand for more complex machinery also increased, they were
stimulated to transform their sales agency into a licensed manufacturing plant™.

According to the “latecomer capitalism” approach, coffee planters actively participated in the
establishment of industries at the end of the nineteenth century. Nevertheless, it is important to emphasize
that farmers were not the only ones to promote the establishment of industry: traders, bankers, immigrants,
importers and other agents of the coffee complex established industries as well. But the great majority of
them were in some way or another inter-related with the coffee economy complex. In other words, the
Brazilian industrialist of the last century was someone wrapped up with the coffee economy in one way or
another. He might be the farmer, the banker, the importer, the trader, the agent, or even all of them at the
same time. He could have started in one of these activities, progressively becoming an industrialist. He also
could be one of the coffee planters’ relatives who got into industry with the planter’s help. Thus, if one could
draw the genealogical tree of the Brazilian industrialist one should certainly come to the conclusion that his
great-grandfather was the colonial merchant capitalist; his grandfather, the merchant, slave-owning coffee
planter; and, his father, the capitalist coffee planter or other businessmen of the coffee economic complex™.

According to Cano, it was coffee capital which promoted the first industrial expansion, directly or
indirectly. Farmers themselves invested their profits directly in industries, as well as indirectly, when their
profits passed through the banking system (or were utilized in the establishment of the banks themselves)
or through any other form of financial and capital intermediation*’. Some evidence of this fact can be found
in Mello, who examines the portfolio of the most wealthy persons from Sio Paulo in the last quarter of the
nineteenth century. This group was mainly constituted by farmers, and more specifically, farmers from
Western Sido Paulo, growing coffee or sugar. According to the author, several of these names were directly
or indirectly related with the main companies established in the last decades of the last century. They, or
their relatives, were directors or shareholders in banks, railways, textile mills, public utilities companies,
import and export trading companies, and a number of companies in different branches of the industry*'.
As she puts it:

“There would be, therefore, resources in cash which transferred from the coffee export
complex flowed to several other investments. Part of the agrarian capital, transformed in
shares, constituted an important source of financing to the new undertakings."**

% Dean, op.cit., pp.25-9.

% Cardoso de Mello, O capitalismo tardio, and Cano, gp.cit..

0 Cano, op.cit., pp.69-87.

41 ZM.C. Mello, Metamorfoses da Riqueza: Sio Paulo, 1845-1895, (Sio Paulo, 1985), pp.131-4.
“2 Ibid., pp.138.
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Thus, the “latecomer capitalism” approach supports the idea that the Brazilian industrialist of the last century
was someone who logically evolved from the development of the coffee economic complex and was
intensively wrapped up with it

To sum up, according to the Brazilian economic historiography the modern Brazilian capitalist
entrepreneur emerged only in the second decade of the last century with the expansion of the coffee
economy, first in the Paraiba Valley and then in Western Sdo Paulo. This coffee-entrepreneurial class
established the economic and social basis for the emergence of a further stage of capitalist development in
Brazil. In regard to the origin of the Brazilian industrialist, there are two main interpretations: the first,
which argues that in the promotion of industrialization in Brazil the most important role was played by
importers and immigrants, the so-called bourgeois immigrant; the second, argues that coffee-planters
constituted the social group within which the industrial bourgeoisie emerged. Moreover, although the State
will have an important role in the Brazilian economic development later on, the process of industrialization
which occurred during the last century was basically carried out by the Brazilian entrepreneurial class.
However, most of what was written so far about the social and economic origins of the Brazilian industrialist
are drawn based mainly on evidence of the experience of Sio Paulo and, to a lesser extent, Rio de Janeiro.
Nevertheless, there is evidence suggesting that the pattern of entrepreneurial development in other parts of
Brazil, like Minas Gerais was somewhat different.
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Chapter 3 - THE MINEIRO ENTREPRENEUR

An important aspect in the study of the entrepreneur is the question of the availability of
entrepreneurs. While classic economic theory devotes much attention to factor availability, it does not
consider the supply of entrepreneurial talent. The general view is that there will be ample supply of
entrepreneurs, as long as there is a suitable legal framework, a free market, and freedom of entetprise.
Generally speaking, however, the supply of new entrepreneurs is influenced by the groups from which they
come, by general social influences and attitude towards entrepreneurship, and by economic considerations.

In many societies, the pool of entrepreneurial talent is composed of the families, the associates and
- occasionally - the workers of existing entrepreneurs. In less developed countries a large proportion of early
industrial and commercial entreprencurs were drawn from the rural sector. Possibly this was due to the
farming traditions of independence and self-sufficiency handed down from generation to generation. Often
the children of farmers could count on financial support when setting-up in business, as the case of the
Mascarenhas family illustrates so well. Also, small early manufacturing enterprises were often established
in the countryside'.

The general social attitude towards entrepreneurship is another major influence on the supply of
entrepreneurs. Social influences that derive from the educational system, literature and arts in general,
religion, and politics affect the supply of entrepreneurs. Weber, as mentioned above, explored the influence
of religion on the general attitude towards entrepreneurship in Western Europe. On the economic side,
institutions, laws, or regulations which affect opportunities for the entrepreneurs can also be regarded as
having an effect on the supply of entrepreneurship. The availability of means of transport or the willingness
of financial institutions to provide funds to new or aspiring entrepreneurs are obviously significant®.

This chapter will examine the social, ethnic, and economic origins of nineteenth-century mineiro
entrepreneur. It will compare the main social and economic influences on the process of the formation of

the mineiro and the Brazilian entrepreneurial classes. The first part investigates the social and ethnic

background of the mineiro entrepreneur. Its main focus is an analysis of the social groups from which the
mineiro entrepreneurs emerged. The second part examines the main economic influences on the formation
of the mineiro entrepreneurial class. In other words, it investigates the main sources of capital available to

would-be entrepreneurs.

3.1 - Social Background:
This part considers the social and ethnic origins of entrepreneurs. It is focused on the
entrepreneurial formation in the main coffee-growing and non-coffee-growing regions of Minas Gerais

(mainly the southern and the central parts respectively) and on four different economic sectors: iron;

! H. Lydall, The Entrepreneurial Factor in Economic Growth, (1992), pp.82-3.

2 Ibid., pp.84-6.
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transport; textile; and electricity generating industries.

As shown above, the social group constituted by importers and immigrants, the so-called bourgeois
immigrant, had a large influence on the formation of the paulista entrepreneurial class®. The importance of
immigrants is also widely acknowledged, even in the case of the primitive Brazilian entrepreneurial class®.
Regarding the formation of the mineiro entrepreneurial class, the participation of immigrants was much more

limited. Immigrants had a small but relevant participation in the establishment of the mineiro iron industry

and had a large participation in the entrepreneurial class of the Mata zone, a major coffee-growing area.
Elsewhere, immigrants are hardly observed.

In the iron sector, foreign entrepreneurs were important during the first three-quarters of the last
century. Two of the most successful foundries during this period were established by foreigners. The
Patridtica foundry was set-up by Eschwege, a German engineer, who came to Minas Gerais in 1811 with
the permission of the Portuguese Prince D. Joao IV for whom he had previously worked in the Figueird dos
Vinhos foundry in Portugal. He was reckoned to be a man of great knowledge, having written extensively
about natural sciences®. Thus, it is reasonable to conclude that he had a more elaborated background and
can be classified as a bourgeois immigrant, as defined by Dean®. The Sdo Miguel de Piracicaba foundry was
founded by Monlevade, a French engineer who came o Brazil in 1817”. Other foundries, smaller and less
important, were also established by foreigners®. Furthermore, foreigners and their descendants participated
in the establishment of the larger foundries which began to dominate the mineiro iron industry in the last
quarter of the last century. The Esperanga foundry was established in 1888 by three Brazilians (Amaro da
Silveira, Henrique Hargreaves, and Carlos da Costa Wigg) and a Swiss metallurgist (Alberto Gerspacher).

Later José Gerspacher (son of Alberto Gerspacher and who operated both mills) and Carlos da Costa Wigg
established the Burnier foundry in 1892°.

Thus, foreign entrepreneurs had a small but relevant participation in the establishment of the
mineiro iron industry. This seems due to the technological know-how that these foreigners possessed, which

was not available in the form of machinery as was the case of the textile industry’®. Nevertheless, from the

* W. Dean, A Industrializacio de Sio Paulo, (Sdo Paulo, 1971).

* F.C. Prestes Motta, Empresdrios ¢ Hegemonia Politica, (Sao Paulo, 1979), p.41.

5 F.AM. Gomes, Histéria da Siderurgia no Brasil, (Belo Horizonte/S3o Paulo, 1983), pp.79-85.
¢ Dean, op.cit..

"D.C. Libby, Transformacio e Trabalho em uma Economia Escravista: Minas Gerais no Século
XIX, (Sao Paulo, 1988), p.149.

8 Ibid., pp.163-9.
® W. Suzigan, Industria Brasileira: Origem e Desenvolvimento, (S3o Paulo, 1986), pp.258-9.

% For a further discussion of iron and textile technologies see chapters 6 and 7.
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evidence presented above and bearing in mind that the estimated number of foundries in Minas Gerais
during the period 1821-1893 was never smaller than 30", it is clear that most of the foundries belonged to
Brazilians.

The participation of immigrants was much larger within the entrepreneurial class of the Mata zone.
Here is widely accepted that foreign residents played a key role in the process of industrialization®. The
flow of immigrants to the region began in the 1850s with the establishment of an immigrant colony by the
Companhia Unido e Indistria (CUT). Most of the immigrants were Germans, who were later responsible for
the first industrial upsurge of Juiz de Fora. In the late 1880s, a large number of Italians arrived in Juiz de
Fora. Several would subsequently establish tanneries and factories making hats, shoes, furniture, and so on".
Table IIL.1 - Juiz de Fora: nationality of factory owners, 1858-1912.

Origin No. of Establishments %
Germans 28 43.1
Brazilians 19 29.3
Italians 14 215
English 01 1.5
Other 02 3.1
No Information Available 01 15
Total 65 1000

Source: Adapted from L.A.V. Arantes, "As Origens da Burguesia Industrial em Juiz de Fora, 1858/1912",
Universidade Federal Fluminense, unpublished M.Sc. thesis, Niteroi, 1991, p.160.

Moreover, as shown in Table III.1, immigrants owned more than 66% of the total number of
industries established in Juiz de Fora during the period 1858-1912, which seems to corroborated Lydall's
view - presented above - that immigrants are one of the major sources of new entrepreneurs'. German
immigrants were particularly well represented and owned the largest number of the industrial establishments
(43%). Furthermore, it is important to point out that although nearly half of the Germans who came to Juiz
de Fora were Catholics, those who became industrialists during the period 1858-1912 were mainly
Protestants’. This seems to corroborate Weber's theory of the influence of the Protestant ethic on the

! Libby, op.cit., p.154.

12 For a further discussion about the participation of immigrants in the industrialization of Juiz de
Fora see A. Esteves, Album do Municipio de Juiz de Fora, (Belo Horizonte, 1914); D.A. Giroletti, A

Industrializacdo de Juiz de Fora: 1850-1930, (Juiz de Fora, 1988); P. Oliveira, Hist6ria de Juiz de Fora, (Juiz
de Fora, 1966); L.J. Stehling, “Trajetéria da Industria em Juiz de Fora”, in Revista do Instituto Histdrico

¢ Geogrifico de Juiz de Fora, (Juiz de Fora, 1966), Vol.2, No.2, pp.30-7; and L.A.V. Arantes, “As Origens
da Burguesia Industrial em Juiz de Fora, 1858/1912", Universidade Federal Fluminense, unpublished M.Sc.
thesis, Niterdi, 1991.

13 Arantes, gp.cit., pp.87-121.

4 Lydall, op.cit., p.83.

15 Arantes, op.cit., pp.88-9.
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formation of the spirit of capitalism. The figures presented in Table III.1 provide undisputable evidence of
the importance of immigrants in the formation of the entrepreneurial class of the Mata zone, especially in
the city of Juiz de Fora. Furthermore, contrary to what some authors observed in Sao Paulo’é, the immigrant
who became industrialist in Juiz de Fora usually did not fit into the "bourgeois immigrant” concept. Most
of the immigrants who became industrialists in Juiz de Fora had initially come to Brazil to work as
labourers, craftsmen, or farm hands, and were attracted by the prospect of owning a piece of land"".
Despite the importance of immigrants in the establishment of the iron industry and in the formation

of the entrepreneurial class of the Mata zone, the mineiro entrepreneurial class was nevertheless largely

constituted by Brazilians. Even in the Mata zone Brazilians were an important source of entrepreneurship.
As shown in Table III.1, Brazilians were responsible for the establishment of nearly a third of the industries
founded in Juiz de Fora in the period 1858-1912. Within Brazilians, industrialists not connected with the
coffee economy owned just over 26% of the total number of industries. Farmers had a small participation,
owning just over 3% of the industries established in Juiz de Fora'®,

One of the most important enterprises set-up by farmers of the Mata zone was the Companhia
Unido e Indistria (CUI). The company was established by Mariano Proc6pio Ferreira Lage, a farmer bom
in Barbacena, and several other farmers of the region”, as illustrated by the following remark made in the
company report of 1857:

"I would like to acknowledge the services rendered to the company by two of its
shareholders, (...). They are the Commendador José Antonio da Silva Pinto and Lino José
Ferreira Armond. The Commendador José A. da Silva Pinto has advanced large amounts
of money to the Company, (...); has hired out to the company more than a hundred slaves
from his own stock, who are working on the construction of the turnpike between Mathias
and the bridge over the Parahybuna river. Moreover, he has suffered several losses caused
by the construction of the section which passes through his farm, destroying stables, etc.,
and has refused any kind of indemnification.”

Thus, it seems that the CUI was established by local farmers interested in improving the means of transport
for their production, as was the case with several of the first railways in the province of Sao Paulo®’.

The textile industry, which was mostly concentrated in the central part of Minas Gerais, as shown

in Map 3, was established almost exclusively by Brazilian entrepreneurs drawn from a few families or a

16 See Dean, op.cit. and J. Gorender, A Burguesia Brasileira, (Sdo Paulo, 6th ed. 1986).
17 Arantes, op.cit., p.98.
8 Thid., p.160.

¥ Ibid., p.35.

2 Companhia Unido € Indistria, Relatério da Assembléia Geral dos Acionistas, (1857), pp.38-9.

(1991), pp.3§-55. For a further discussion about the building and the financing of the Paulista railways see
also F.AM. Saes, As Ferrovias de Sio Paulo, 1870-1940, (Sao Paulo, 1981).
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MAP 3 - MINAS GERAIS: LOCATION OF TEXTILE MILLS FOUNDED BETWEEN 1872 AND
1887.
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small circle of friends. As shown in Table I11.2, the mills founded during the 1870s were established by

Table IIL.2 - Minas Gerais: nationality of the main promoters and shareholders of the textile mills
established in the 1870s.

MILL MAIN PROMOTERS AND SHAREHOLDERS NATIONALITY
Cedro Antdnio Cindido Mascarenhas Brazilian
Caetano Mascarenhas Brazilian
Bernardo Mascarenhas Brazilian
Brumado Franciso José de Andrade Botelho Brazilian
SAIM Azarias de Souza Dias Brazilian
Biribiry Santos family Brazilian
Cachoeira Pacifico Mascarenhas Brazilian
Victor Mascarenhas Brazilian
Francisco Mascarenhas Brazilian
Luis Augus o Vianna Barbosa Brazilian
Uniao Itabirana Information not available n.a.

Sources: Compiled from P. Tamm, Uma Dinastia de Teceldes, (Belo Horizonte, 2nd ed. 1960), pp.64-9; G.
Guimaraes, Francisco José de Andrade Botelho, (Belo Horizonte, 1950), p.14; M.L.P. Costa, A Fibrica de
Tecidos de Machado, 1871-1917, (Belo Horizonte, 1989), p.25; M.T.R.O. Versiani, “The Cotton Textile
Industry of Minas Gerais, Brazil: Beginnings and Early Development, 1868-1906”, University of London,
unpublished Ph.D. thesis, 1991, pp.50-1; G.M. Mascarenhas, Centendrio da Fabrica do Cedro, 1872-1972,
(Belo Horizonte, 1972), pp.93-118; S.J. Stein, Origens e Evolucio da Indiistria Téxtil no Brasil, 1850-1950,
(Rio de Janeiro, 1950), p.216.

Notes: (n.a.) information not available.

local entrepreneurs. The Cedro mill, for example, was founded in 1872 by three brothers - Antdnio Candido,
Caetano, and Bernardo Mascarenhas - bomn in Taboleiro Grande, Minas Gerais®. During the same year,
Franciso José de Andrade Botelho, born in Carrancas, Minas Gerais, set-up the Brumado mill”®. The
Sociedade Anénima Industrial Machadense (SAIM) was organized in 1875 by 24 people, most of whom
were local businessmen. Among them, Azarias de Souza Dias, the main promoter and shareholder, who was
bormn in Santo Antdnio do Machado, Minas Gerais*. The Biribiry mill was established in 1876 by the bishop
of Diamantina, Minas Gerais, Joao Ant6énio dos Santos, two of his brothers (Anténio Felicio, and Joaquim
Felicio dos Santos), his nephew and another partner. The Cachoeira mill was founded in 1877 by three
other brothers of the founders of the Cedro mill (Pacifico, Victor, and Francisco de Paula Mascarenhas),

who were also born in Taboleiro Grande, and one of their brothers-in-law (Luis Augusto Vianna Barbosa),

2 P, Tamm, Uma Dinastia de Teceldes, (Belo Horizonte, 2nd ed. 1960), pp.64-9.

23 G. Guimaraes, Francisco José de Andrade Botelho, (Belo Horizonte, 1950), p.14.

24 M.L.P. Costa, A Fabrica de Tecidos de Machado, 1871-1917, (Belo Horizonte, 1989), p.25.

2 M.T.R.O. Versiani, “The Cotton Textile Industry of Minas Gerais, Brazil: Beginnings and Early
Development, 1868-1906", Univeristy of London, unpublished Ph.D. thesis, 1991, pp.50-1.
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borm in Matozinhos, Minas Gerais?®. There is evidence that the Unido Itabirana mill, founded in 1876, was
organized and financed by local people. A report of the Comissdo Parlamentar de Inquérito observed that
the Unido Itabirana mill had this name owing to the fact that most of its shareholders came from the city
of Itabira, Minas Gerais®’.

As shown in Table III.3, during the 1880s textile mills continued to be founded by Brazilians,
mainly local entrepreneurs. In 1880, the Filatério Montes Claros was established by a small group of locals
connected by ties of kinship and friendship. The major shareholders were two brothers, Manoel and Donato
Rodrigues, from Grao Mogol, Ant6nio Narciso Soares, born in Bocaitiva, Gregério Velloso, from Montes
Claros itself and Angelo de Quadros Bittencourt, born in the province of Bahia®®. There is no information
about the founders of the Marzagio mill established in Sabard in 1880%. Similarly, there is no information
about the date when the Cassi mill was established nor about its founders but given the name of the
company, Borges, Irmaos & Co., it is reasonable to believe that the mill belonged to Brazilians®. The same
can be said about the owners of the Bom Jardim mill, established in 1883 by the partnership Pereira Murta
& Co.*, and about the owners of the Vigosa mill, established in Vigosa by Mello & Reis Company™. The
Sao Sebastiao mill was established in 1884 by Anténio Gongalves da Silva Mascarenhas, father of the
Mascarenhas brothers, founders of the Cedro and the Cachoeira mill, who was born in Curral d'El Rey in
Minas Gerais®. Very little is known about the founders of the Sdo Vicente mill established in 1885 in Pau
Grosso. However, shortly after its establishment the mill was acquired by the Companhia Cedro e Cachoeira
(CCC), founded by the Mascarenhas family*. The Companhia Cachoeira de Macacos (CCM) was
established in 1886 by a group of locals brought together by Américo Teixeira Guimaries®. He was born

26 G.M. Mascarenhas, Centendrio da Fébrica do Cedro, 1872-1972, (Belo Horizonte, 1972), pp.93-

118.

27 8.J. Stein, Origens e Evolucdo da Indistria Téxtil no Brasil, 1850-1950, (Rio de Janeiro, 1950),
p-216.

%% Versiani, op.cit., pp.81-2.
2 1bid., pp.75-6.

 Ibid., p.76.

3 Ibid., p.76.

* Ibid., p.77.

33 Tamm, op.cit., p.25.

3% AM. Vaz, Cia. Cedro e Cachoeira: Histéria de uma Empresa Familiar, 1883-1987, (Belo
Horizonte, 1990), pp.102-3.

35 Versiani, op.cit., p.88.
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in Inhaima, Minas Gerais, and was the son of the main shareholder, Jodo da Matta Teixeira®. Little

information is available about the Unido Lavrense mill, apart from the fact that it was established in 1886.
Table INI 3 - Minas Gerais: nationality of the main promoters and shareholders of the textile mills

established in the 1880's

MILL MAIN PROMOTERS AND SHAREHOLDERS NATIONALITY
Cassi Borges, Irmios & Co. n.a.
Marzagio Companhia Industrial Sabarense n.a.
Filatério Montes Claros Manoel Rodrigues Brazilian
Donato Rodrigues Brazilian
Antdnio Narciso Soares Brazilian
Angelo de Quadros Bittencourt Brazilian
Gregério Velloso Brazilian
Bom Jardim Pereira Murta & Co. n.a.
S3o Sebastiao Antonio Gongalves da Silva Mascarenhas Brazilian
Vigosa Mello & Reis Co. n.a.
Industrial Mineira Andrew Steele English
John Steele English
Peter Stecle English
William Moreth English
Henry Whittaker English
Sao Vicente Information not available n.a.
Uniao Lavrense Information not available n.a.
Cachoeira dos Macacos Jodo da Matta Teixeira Brazilian
i Jeronymo Francisco Franga Brazilian
Américo Teixeira Guimaries Brazilian
Santa Barbara Pedro da Matta Machado Brazilian
Augusto da Matta Machado Brazilian
Francisco F. Corréa Rabelo Brazilian
Pedro José Verciani Brazilian
Joao Antonio L. de Figueiredo Brazilian
Anténio Moreira da Costa Brazilian
Paulo Moreirense Information not available n.a.
Mascarenhas Bemardo Mascarenhas Brazilian
Pedreira Information not available n.a.
Sdo Roberto Quintiliano Alves Ferreira Brazilian
Industrial Ouro Preto Information not available n.a.

Source: Compiled from Versiani, op.cit., pp.75-92; Tamm, op.cit., p.25; A.M. Vaz, Cia. Cedro e Cachoeira:
Historia de uma Empresa Familiar, 1883-1987, (Belo Horizonte, 1990), pp.102-3; N.A.M. Freitas, "Cia.
Téxtil Cachoeira dos Macacos: Empresa que deu Origem a uma Cidade”, Funda¢do Mineira de Arte
Aleijadinho/Escola Superior de Artes Pldsticas, Mimeo., Belo Horizonte, 1990p.17; N.L. Mascarenhas,
Bernardo Mascarenhas: o Surto Industrial de Minas Gerais, (Rio de Janeiro, 1954), pp.123-5.

Notes: (n.a.) information not available.

% N.A.M. Freitas, “Cia. Téxtil Cachoeira dos Macacos: Empresa que deu Origem a uma Cidade”,
Fundagio Mineira de Arte Aleijadinho/Escola Superior de Artes Plisticas, Mimeo., Belo Horizonte, 1990,

p.17.
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Nevertheless, there is evidence that most of its first shareholders lived in the city of Rio de Janeiro -there
was pressure to transfer the headquarters of the company from Lavras to Rio de Janeiro®’. The founders of
the Santa Barbara mill, established in 1886, were a small and local group of friends and relatives born in
the county of Diamantina where the mill was set-up, namely, the three brothers Alvaro, Pedro and Augusto
da Matta Machado, their brothers-in-law Francisco Ferreira Corréa Rabelo, Pedro José Verciani, and Joio
Antdnio Lopes de Figueiredo, and Antonio Moreira da Costa®®. There is no information about the founders
of the Paulo Moreirense mill, established in 1887, nor about the founders of the Pedreira mill, founded in
1888%. The Tecelagem Mascarenhas mill was organized in 1888 in Juiz de Fora by Bemardo Mascarenhas,
who was bom in Taboleiro Grande, as mentioned above®. The Sdo Roberto mill was founded in 1888 by
Quintiliano Alves Ferreira, the Baron of Sio Roberto, who was a local businessman®!. Although there is little
information about the establishment of the Industrial Ouro Preto mill, it seems that the mill was set-up by
capitalists from Rio de Janeiro®. The Industrial Mineira mill was one of the few textile mills established
by foreigners during the 1880s: it was established in Juiz de Fora in 1884 by Englishmen - Andrew Steele,
John Steele, Peter Steele, William Moreth, and Henry Whittaker*®. It is interesting to point out that, with
the exception of the Industrial Mineira mili, the SAIM, and the Tecelagem Mascarenhas miil, all of the firms
set-up before the end of the 1880s were established in non-coffee-growing areas.

Most of the textile mills organized during the 1890s were also founded by Brazilians, as shown in
Table I11.4. The Companhia de Tecidos Santanense (CTS) was set-up in Santana do Sio Jodo Acima in 1891
by members of the Souza Moreira family: Manoel José de Souza Moreira, bom in Bonfim, Minas Gerais;
his sons, Manoel Gongalves de Souza Moreira and Augusto Gongalves de Souza Moreira, born in Santana
do Sio Jodo Acima; and his son-in-law, Antonio Pereira de Mattos, bom in Campos, Rio de Janeiro®. The
Sdo Joanense mill was established in 1891 by Antdnio Moreira da Costa Rodrigues, of whom there is no
information about his place of birth*’. The Companhia Industrial Pitanguense - which bought, enlarged and

3 Versiani, op.cit., p.88.
% Ibid., pp.86-8.
¥ Ibid., pp.89-91.

4 N L. Mascarenhas, Bernardo Mascarenhas: o Surto Industrial de Minas Gerais, (Rio de Janeiro,
1954), pp.123-5.

4! Versiani, op.cit., p.91.

“ Ibid., p.92.

“ Ibid., p.82.

“ M.A.G. Souza, Historia de Itaina, (Belo Horizonte, 1986), I, p.101-94.

 Versiani, op.cit., p.128.
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improved the Brumado mill - was founded in 1893*. Its major shareholders were Luiz Augusto Vianna
Barbosa, Francisco Bahia da Rocha, Sérgio Mascarenhas Barbosa, and Antonio Mascarenhas Barbosa
respectively”’. Sérgio Mascarenhas Barbosa and Antonio Mascarenhas Barbosa were sons of Luiz Augusto

Table II1.4 - Minas Gerais: nationality of the main promoters and shareholders of the textile mills
established in the 1890s.

MILL MAIN PROMOTERS AND SHAREHOLDERS NATIONALITY
Santanense Manoel José de Souza Moreira Brazilian
Manoel Gongalves de Souza Moreira Brazilian
Augusto Gongalves de S. Moreira Brazilian
Antdnio Pereira de Mattos Brazilian
Sao Joanense Anténio Moreira da Costa Rodrigues n.a.
Itabira do Campo Information not available na.
Pitanguense Luiz Augusto Barbosa Brazilian
Francisco Bahia da Rocha n.a.
Sérgio Mascarenhas Barbosa Brazilian
Anténio Mascarenhas Brazilian
Cachoeira Grande Andnio Ferreira Alves da Silva Brazilian
Jodo da Matta Teixeira Brazilian
Américo Teixeira Guimaraes Brazilian
Herculino Franga - Brazilian
Progresso Fabril Carlos Vaz de Mello Brazilian
Melancias Jeronymo Francisco Franca Brazilian
Jodao da Matta Teixeira Brazilian
Theophilo Marques Ferreira Brazilian
Sao Domingos Moreira Penna family Brazilians
Sdo Jodo Nepomuceno  Daniel de Moraes Sarmento Junior Brazilian
Jequitahy Information not available na.
Perpetua Information not available n.a.
Itinga Information not available n.a.

Source: Compiled from M.A.G. Souza, Historia de Itauna, (Belo Horizonte, 1986), I, p.101-94; Versiani,
op.cit., p.128-243; G.M. Mascarenhas, op.cit., p.118; Tamm, op.cit., p.87; Companhia Industrial Pitanguense,
Lista Nominativa dos Sts. Subscritores, (1894), in Minas Gerais, 5 January 1894, p.7; Companhia Industrial
Pitanguense, Estatutos, (1893) in Minas Gerais, S January 1894, pp.7-8; Companhia Industrial Pitanguense,
Ata da Assemblea Geral Institutiva, (1893) in Minas Gerais, 5 January 1894, p.7; Companhia Progresso
Fabril, Ata da Sessio da Assembléa Geral dos Accionistas para a Constituicio da_mesma Companhia,
(1893), in Minas Gerais, 23 May 1893, pp.6-8; Companhia Industrial Sio Domingos, Ata da Assembléa de
Instalacéo, (1894), in Minas Gerais, 21 February 1894, p.7; and Companhia Industrial Sao Domingos, Lista
dos Acionistas, (1894), in Minas Gerais, 21 February 1894, p.7.

Notes: (n.a.) information not available.

6 Companhia Industrial Pitanguense, Estatutos, (1893) in Minas Gerais, 5 January 1894, pp.7-8;
and Companhia Industrial Pitanguense, Ata da Assembléia Geral Institutiva, (1893) in Minas Gerais, 5
January 1894, p.7.

47 Companhia Industrial Pitanguense, Lista Nominativa dos Srs. Subscritores, (1894), in Minas
Gerais, 5 January 1894, p.7.
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Vianna Barbosa® and Custédia Mascarenhas, one of the sisters of the Mascarenhas brothers*. There is no
information about the place of birth of Francisco Bahia da Rocha. However, one of his sons, who had the
same name, was a minor shareholder in the CCC and had been manager of the Sio Vicente mill from 1894
to 1899%. The Cachoeira Grande mill was established by Antonio Ferreira Alves da Silva, a farmer from
Minas Gerais, associated with Jodo da Matta Teixeira, Américo Teixeira Guimaries, and Herculino Franga,
all three shareholders of the CCM?'. The promoter and major shareholder of the Companhia Progresso
Fabril, established in 1893, was Carlos Vaz de Mello, a politician from Vigosa, Minas Gerais”. The

Melancias mill was established by a group of mineiro investors who were already associated with other

textile undertakings in Minas Gerais: Jeronymo Francisco Franga, Jodao da Matta Teixeira - both of whom
were directors of the CCM at the time of the establishment of the Melancias mill - and The6philo Marques
Ferreira who was bom in Lagoa Santa, Minas Gerais®. The S0 Domingos mill was founded in 1894 in
Santa Bérbara by local people®. Four of the seven original shareholders belonged to the Moreira Penna
family*. One of the members of the Moreira Penna family was Affonso Augusto Moreira Penna, who was
one of the largest shareholders of the mill and Governor of Minas Gerais at this time*. The major
shareholder of the Companhia de Tecidos Mineiros Sdo Joio Nepomuceno, organized in 1894, was Daniel
de Moraes Sarmento Junior, who also belonged to a local family, the Moraes Sarmentos®’. There is no
information available about the founders of the Itabira do Campo, the Jequitahy, the Perpetua, and the Itinga
mills™®.

Hence, as evidence presented above has shown, most of the owners/shareholders of textile firms

* Versiani, op.cit., p.168.
4 Tamm, op.cit., p.87.
0 Versiani, op.cit., pp.169-70.

51 Ibid., pp.174-5.

2 Companhia Progresso Fabril, Ata da Sessio da Assembléia Geral dos Acionistas para a
Constituicio da mesma Companhia, (1893), in Minas Gerais, 23 May 1893, pp.6-8.

53 Mascarenhas, Centendrio da Fabrica do Cedro, p.118 and Versiani, op.cit., p.165.

¥ Companhia Industrial Sio Domingos, Ata da Assembléia de Instalacdo, (1894), in Minas Gerais,
21 February 1894, p.7.

5$ Companhia Industrial Sio Domingos, Lista dos Acionistas, (1894), in Minas Gerais, 21 February
1894, p.7.

%6 Versiani, op.cit., pp.172-74.

57 Companhia Tecidos Mineiros, Relacdo dos Acionistas, (1894), in Minas Gerais, 11 February
1894, p.6.

%8 Versiani, op.cit., pp.128-243.
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in nineteenth-century Minas Gerais were locals with strong ties of kinship and friendship. This is hardly
surprising since, as Lydall has observed, in many societies families and associates are the main sources of
entrepreneurial talents®™.

Comparison between the nationality of the main promoters and shareholders of textile firms
established in Rio de Janeiro and Minas Gerais illustrates very well the ethnic differences between the

Table IIL5S - The city of Rio de Janeiro: nationality of the main promoters of the textile companies
established in the period 1878-1895.

COMPANY MAIN PROMOTERS NATIONALITY
FTSL José Maria Teixeira de Azevedo Portuguese
FTPG Anténio Felicio dos Santos Brazilian
José Rodrigues Peixoto Brazilian
John Sherrington English
FTR Frederico Glette German
FFTTA José Augusto Laranja Portuguese
Joaquim C. de Oliveira e Silva Portuguese
Henry Whittaker English
FFTTB Joaquim Marques da Costa Portuguese
FFTC Peter Steele English
Henry Whittaker English
George Holden English
FTSJ John Valentine Hall English
James Grainger Bellamy English
John Henry Lowndes English
FTSC Frederico Pinheiro da Silva Brazilian
John Henry Lowndes English
José da Cunha Ferreira Brazilian
CFTCI Manoel Salgado Zenha Portuguese
Francisco Tavares Bastos n.a.
Jodo José dos Reis Portuguese
CPIB Banco Rural e Hypotecirio
Banco Intemacional do Brasil
CFTC Viscount of Figueiredo Brazilian
Cindido da Cunha Sotto Maior Portuguese
CFTSF Affonso de Lamare n.a.

FTR - Fabrica de Tecidos do Rink; CFIC - Companhia de Fiagao e Tecidos Corcovado, CPIB - Companhia
Progresso Industrial do Brasil; FFTC - Fibrica de Fiagio e Tecelagem Carioca; FTPG - Fébrica de Tecidos
Pau Grande; FTSC - Fdbrica de Tecidos de Sao Christévao; FTSJ - Fébrica de Tecidos Sio Joao; FTSL -
Fabrica de Tecidos Sao Lazaro; CFTCI - Companhia de Fiagio e Tecidos Confianga Industrial; CFTSF -
Companhia de Fiacdo e¢ Tecidos Sao Félix; FFTTA - Fibrica de Fiagao, Tecidos e Tinturaria Allianca;
FFTTB - Fibrica de Fiagdo, Tecidos e Tinturaria Bomfim.

Source: A.M.F.C. Monteiro, "Empreendedores e Investidores em Industria Téxtil no Rio de Janeiro: 1878-
1895”, Universidade Federal Fluminense, unpublished M.Sc. thesis, Niter6i, 1985, pp.98-283.

Notes: (n.a.) information not available.

mineiro entrepreneur and his carioca counterpart. Most of the textile mills established during the period

% Lydall, op.cit., pp.80-9.
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1878-1895 in the city of Rio de Janeiro were founded by foreigners. As shown in Table IIL.5, the Fabrica
de Tecidos Sio Lazaro (FTSL) was founded in 1877 by José Maria Teixeira de Azevedo, a Portuguese®.
The Fibrica de Tecidos Pau Grande (FTPG) was founded in 1878 by Antdnio Felicio dos Santos, bom in
Diamantina Minas Gerais, José Rodrigues Peixoto, from Rio de Janeiro, and John Sherrington, an
Englishman®'. The Fabrica de Tecidos do Rink (FTR) was founded in 1879 by Frederico Glette, a German®.
The Fabrica de Fiagdo, Tecidos e Tinturaria Allianca (FFTTA) was founded in 1880 by José Augusto
Laranja, Joaquim Carvalho de Oliveira e Silva, both of them Portuguese, and Henry Whittaker, an
Englishman®, The Fibrica de Fiagio, Tecidos e Tinturaria Bomfim (FFTTB) was probably founded in 1882
by Joaquim Marques da Costa, a Portuguese®. The Fibrica de Fiagio e Tecelagem Carioca (FFTC) was
founded in 1884. The main promoters of the mill were three Englishmen Peter Steele, Henry Whittaker, and
George Holden®. The Fibrica de Tecidos Sio Jodo (FTSJ) was probably founded in 1886 by Englishmen
John Valentine Hall, James Grainger Bellamy, and John Henry Lowndes®. The Fibrica de Tecidos de Sio
Christovao (FTSC) was founded in 1888 by two Brazilians, Frcderic;o Pinheiro da Silva and José da Cunha
Ferreira, and an Englishman, John Henry Lowndes”. The Companhia de Fiagdo e Tecidos Confianga
Industrial (CFTCI) was founded in 1885 by two Portuguese, Manoel Salgado Zenha and Joio José dos Reis,
and Francisco Tavares Bastos, of whom there is no information about his nationality®. The Companhia
Progresso Industrial do Brasil (CPIB) was founded in 1889 by the Banco Rural e Hypotecdrio and by the
Banco Internacional do Brasil®. The Companhia de Fiagio e Tecidos Corcovado (CFTC) was founded in
1889 by the Viscount of Figueiredo, a Brazilian, and Cindido da Cunha Sotto Maior, a Portuguese™. Finally,
the Companhia de Fiagao e Tecidos Sio Félix (CFTSF) was founded in 1891 by Affonso de Lamare, of

whom there is no information about his nationality”.

% Monteiro, op.cit., pp.98-101.
¢! Ibid., pp.120-3.
% Tbid., pp.132-4.
% Ibid., pp.143-7.
® Tbid., pp.156-9.
% Ibid., pp.169-76.
% Ibid., pp.182-3.
7 Ibid., pp.193-4.
% Ibid., pp.208-13.
% Ibid., pp.223-9.
™ Ibid., pp.239-43.

™ Ibid., pp.252-4.
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A comparison between the nationality of the main promoters and shareholders of the mineiro and

carioca textile industries reveals how different the mineiro entrepreneurial class was from that portrayed by

the Brazilian economic historiography. Whereas a large number of carioca textile entrepreneurs were

immigrants, their mineiro counterparts were mainly local entrepreneurs. The main reason accounting for this
discrepancy was the larger concentration of foreigners in Rio de Janeiro. In the period 1872-1920, for

example, foreigners represented no less than 20% of the carioca population, while during the same period

they did not represent more than 4% of the mineiro population™. In addition, foreigners controlled the large

sectors of commercial activities of the main urban centres. In the late 1850s, foreigners owned 62% of
wholesale textiles in Rio de Janeiro™. Soon, they dominated the manufacturing activities closed linked to
their commercial activities, a process already observed in Sdo Paulo™

The mineiro electricity generating industry of the turn of the century was also mostly established
by local entrepreneurs, The Companhia Mineira de Eletricidade (CME) was founded by Bernardo
Mascarenhas, who was bormn in Taboleiro Grande, Minas Gerais, as mentioned above. Further evidence that
the CME was a family and local affair is found in the following letter written by Bernardo Mascarenhas:

“T am organizing the CME, with a capital of 150:000$000, divided into shares of 100$000
each - I will keep 500 shares for myself, another 500 will be offered to the inhabitants of
the city [Juiz de Fora] and 500 will be distributed within our family to those who want
them."”

Thus, among the 30 original shareholders, 12 belonged to the Mascarenhas family’ and several others were
prominent names of the local business community”’. The Companhia Forga e Luz Cataguazes-Leopoldina

™ See Ministério da Agricultura, Indistria e Commercio, Recenseamento do Brazil Realizado em
1 de Setembro de 1920, (Rio de Janeiro, 1924), IV, 2nd. part, p.48 and Directoria Gera!l de Estatistica,
Relatorio Annexo ao do Ministerio dos Negocios do Imperio de 1876, (Rio de Janeiro, 1877), p.15.

” L.C.T.D. Prado, “Commercial Capital, Domestic Market and Manufacturing in Imperial Brazil:
The Failure of Brazilian Economic Development in the XIXth Century”, University of London, unpublished
Ph.D. thesis, 1991, pp.180-3.

™ See Dean, op.cit., pp.25-40.
75 Letter from Bernardo Mascarenhas reproduced in Mascarenhas, Bernardo Mascarenhas, p.118.

" The members of the Mascarenhas family and the number of shares that each one held were:
Bemardo Mascarenhas (400), Policena da Silva Mascarenhas (100), Francisco Mascarenhas (78), Vitor
Mascarenhas (50), Caetano Mascarenhas (50), Viriato Diniz Mascarenhas (35), Theéphilo Marques Ferreira
(30), Elvira Diniz Mascarenhas (25), Pacifico Mascarenhas (20), Antonio Diniz Mascarenhas (20), Altivo
Diniz Mascarenhas (15), and Anténio Augusto Mascarenhas (10), P. Oliveira, Companhia Mineira de
Eletricidade; Pioneira da Iluminacio Hidrelétrica na América do Sul, (Juiz de Fora, 1969), p.27.

7 Among the original shareholders of the CME it is possible to identify the names of the following
local businessmen: Francisco Baptista de Oliveira, the baron of Santa Helena - who together with Francisco
Baptista de Oliveira founded the first bank in Minas Gerais, the Banco Territorial e Mercantil de Minas -,
Jodo Baptista de Oliveira e Souza - Francisco Baptista de Oliveira's father -, Frederico Ferreira Lage and
Alfredo Ferreira Lage - sons of Mariano Procépio Ferreira Lage, founder of the CUL Companhia Mineira

de Eletricidade, Ata da Primeira Reuniao dos Acionistas da Companhia Mineira de Eletricidade, Instalacio
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(CFLCL), in its turn, was established by two Brazilians and one Portuguese: Norberto Custodio Ferreira,
born in Rio Novo, Rio de Janeiro™; José Monteiro Ribeiro Junqueira, bom in Leopoldina, Minas Gerais™;
and Jodo Duarte Ferreira, born in Coimbra, Portugal, who came to Brazil in 1872%.

A review of the origin of entrepreneurs who established the electricity generating industry in the
cities of Sao Paulo and Rio de Janeiro also reveals a sharp difference with Minas Gerais. In the cases of
Siao Paulo and Rio de Janeiro, the first electricity generating companies established at the turn of the century
were founded by foreigners. The Sao Paulo Tramway, Light and Power Company (SPTLPC) was promoted
by Francesco Antonio Gualco, an Italian businessman, and Frederick Pearson, an US engineer and capitalist.
The company was founded in 1899*. The Rio de Janeiro Tramway, Light and Power Company Ltd.
(RITLPC) was promoted by Alexander Mackenzie, who was certainly a foreigner, and founded five years
later by a group of Canadian capitalists®.

A further important aspect of the social origin of the mineiro entrepreneur is that the most
prominent entrepreneurs of the nineteenth-century seem to have come from the ruling class and traditional
families. Mariano Procépio Ferreira Lage, founder of the CUI, was bomn into a wealthy and prestigious
family from Barbacena. His father, Mariano José Ferreira Armond, also bomn in Barbacena, was assigned
a piece of land by the Portuguese government in 1794 and became an important farmer - the Fortaleza de
Sant’Ana farm was huge and one of the most important farms in the Mata zone. In 1820, Mariano José was
elected town councillor in Barbacena and later a provincial deputy®. Mariano José was as wealthy as
prestigious. In 1861 he hosted the Emperor Dom Pedro II and his entourage, as he had done previously with
the Emperor D. Pedro I¥. Other close relatives of Mariano Procpio were wealthy and important. His sister,
Maria José Ferreira Lage, married their cousin, Honério Augusto José Ferreira Armond, who was the second
Baron of Pitanguy. Honério's father, Marcelino José Ferreira Armond - the first Baron of Pitangui -, was

Mariano José’s stepbrother, an important political chieftain in Barbacena, and a wealthy farmer who had a

da Assembléia Geral e Constituicio da Sociedade, reproduced in ibid., pp.25-6.

™ O Falecimento do Dr. Norberto Custodio Ferreira”, in Jornal Cataguases, (Cataguases), 17
February 1935, p.1.

" “Dr. José Monteiro Ribeiro Junqueira”, in Gazeta de Leopoldina, (Leopoldina), 19 May 1946.

8 1 ..S. Costa, Cataguases Centendria: Dados para a sua Histéria, (Cataguases, 1977), p.541.

8! Panorama do Setor de Energia Elétrica no Brasil, ed. R.F. Dias, LM.M. Cabral, P.B.B.
Cachapuz, and S.T.N. Lamarrio, (Rio de Janeiro, 1988), pp.34-5.

% Ibid., pp.34-9.

& W.L. Bastos, Mariano Procépio Ferreira Lage: Sua Vida, Sua Obra, Descendéncia, Genealogia,
(Juiz de Fora, 2nd ed. 1991).

% Ibid., p.204.
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fortune estimated at £400,000 in 1850%.

Like his father, Mariano Procdpio Ferreira Lage himself was a man of power and influence.
Mariano Procépio was elected national deputy for Minas Gerais in 1861 and again in 1869. He was also the
director of the Dom Pedro II railway (EFDPII) from 1869 until his death in 1872 and the director of the
customs®. In 1849, he was nominated an official of the Order of the Rose by the Emperor D. Pedro II¥’.
It also seems that he had enjoyed some intimacy with the Royal family, as can be inferred from the
following letter sent to him in 22 April 1871:

“The Minister and Secretary of the Affairs of the Empire informs the Ilustrious Deputy
Mariano Procépio Ferreira Lage that His Majesty the Emperor invited him to attend at the
Royal chapel on the 26th of this month at 11 o’clock to the high mass, beginning on the
25th at 6 o'clock in the afternoon, which will be celebrated in memory of Her Highness
the Princess D. Leopoldina, Duchess of Laxe.”®.

Mariano Proc6pio was very wealthy. When he died in 1872 he left a fortune of approximately 900 Contos
(£93,600)%.

Bernardo Mascarenhas - who founded several textile mills, a bank, an electricity generating
company, and took part in several other enterprises -, was also born into a wealthy and prestigious family.
His father, Antdnio Gongalves da Silva Mascarenhas, started as a merchant in the central part of Minas
Gerais and later became a farmer and financier. When Antonio died in 1884 he was certainly one of the
richest men in Minas Gerais. As a wealthy landowner Antonio enjoyed great political prestige. Although
he had never participated directly in political activity, some of his sons did®.

Antdnio Gongalves da Silva Mascarenhas had thirteen children: Anténio Cindido, Antonino, José,
Custodia, Escoldstica, Francisca, Victor, Pacifico, Caetano, Bernardo, Maria Teodora, Sebastiio, and
Francisco®’. Most of them also became very wealthy and came to wield political influence. Antonio Candido,
Bemardo, Caetano, Victor, Pacifico, and Francisco, were partners in the Cedro and Cachoeira mills, and later

in the CCC. Antonino, the second son, was a merchant, a muleteer and owned the Capim Branco farm in

8 R.F. Burton, Viagem aos Planaltos do Brasil (1868), (So Paulo, 1941), I, p.147.

% Bastos, Mariano Procopio Ferreira Lage, p.16.

87 “Receipt to Mariano Procdpio Ferreira Lage signed by J.A. Brito, 29 March 1849”, Biblioteca
Nacional - Sessio de Manuscritos - Catdlogo de Documentos Biogrificos - Pasta C 1034-57.

8 “Letter to Mariano Proc6pio Ferreira Lage from the Minister and Secretary of the Affairs of the
Empire, the 22 April 1871”. Biblioteca Nacional - Sessdo de Manuscritos - Catdlogo de Documentos
Biogrificos - Pasta C 1034-57.

% Bastos, Mariano Proc6pio Ferreira Lage, pp.172-3.

% Vaz, op.cit., p.34-40.

% Ibid., pp.48-51, 71.

78



Sete Lagoas™. José, the third son, was established as merchant in Curvelo. Custédia married Luis Augusto
Viana Barbosa, a farmer and an industrialist, as mentioned above. Escolistica was married to Quintiliano
Soares Diniz, a farmer from Curvelo®. Morover, Pacifico - the eighteth child - and Sebastido - the twelfth
child - graduated in medicine and both became politicians. Pacifico was was elected Vice-President of Minas
Gerais in 1902 and Sebastifio was several times elected national deputy for Minas Gerais™. The Mascarenhas
family was and remained very wealthy, prestigious and politically powerful.

Francisco Baptista de Oliveira, a famous businessman in Juiz de Fora, was born in Entre-Rios de
Minas on the Santa Cruz do Salto farm which belonged to his father. Francisco's paternal grandfather,
Gervésio Joaquim de Souza, bad been a prestigious merchant and farmer in Entre-Rios de Minas where he
was also the leader of the Conservative Party. He had fourteen children, among them, Jodo Baptista de
Oliveira e Sousa, Francisco’s father. Joio Baptista, was also born in Entre-Rios and had been a merchant
and cattle rancher. Francisco’s maternal grandfather, Francisco Ribeiro da Silva, was a farmer, Lieutenant-
Colonel of the National Guard, town councillor, district judge, and leader of the Conservative Party in Entre-
Rios de Minas. He was granted the title of Knight of the Order of the Rose by the Imperial government.
He had eleven children, among whom was Maria da Natividade e Oliveira, Jodo Baptista's cousin and
Francisco Baptista de Oliveira’s mother®™.

The paternal grandfather of Américo Teixeira Guimaries, the promoter of the CCM, was Antdnio
Teixeira Guimaraes, owner of the Nova and the Paraiso farms. His father, Jodo da Matta Teixeira, was the
main shareholder of the CCM and an established capitalist. Furthermore, as Jodo da Matta Teixeira was
wealthy and owned land, it is reasonable to conclude that he also was a farmer and that this must had been
his main activity®.

José Monteiro Ribeiro Junqueira, one of the founders of the CFLCL, was the son of a farmer from
Leopoldina, José Ribeiro Junqueira, and belonged to a traditional family from southern Minas Gerais. José
Monteiro Ribeiro Junqueira himself had a long political career. After graduating in law he was elected state
deputy and re-elected four years later. He was also elected Mayor of Leopoldina, federal deputy, and
senator. In 1931, he became Secretary of Agriculture for the state of Minas Gerais”.

% D.A. Giroletti, “Formagdo do Empresirio Industrial”, Universidade Federal de Minas Gerais,
Mimeo., Belo Horizonte, 1991, p.4.

* Tamm, gp.cit., p.87-151.
% Ibid., p.87-151.

% W.L. Bastos, Francisco Baptista de Oliveira um Pioneiro: Sua Vida, Sua Obra, Sua Descendéncia,
Genealogia, (Juiz de Fora, 1967), p.144-69.

% Companhia Cachoeira dos Macacos, “Ata da Assembléia Geral dos Subscritores de Agdes da
Sociedade Anonyma Cachoeira dos Macacos para Constitui¢io da mesma”, reproduced in Freitas, op.cit.,
p-23.

%7 Gazeta de Leopoldina, (Leopoldina), 19 May 1946.
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Norberto Custddio Fetreira, another founder of the CFLCL, was a public prosecutor in Ponte Nova
and from 1895 to 1897 he was elected town councillor in Cataguazes®™.

Francisco José de Andrade Botelho, founder of a textile mill in Brumado, Minas Gerais, came from
an important mineiro family. His paternal great grand-father, Francisco Ignacio Botelho, was a prestigious
and wealthy farmer from Lavras. According to the Revista do Arquivo Publico Mineiro of 1911:

“Among the most traditional families of this town [Lavras] which still had representatives,

are the Botelhos, (...). The founder of the family Botelho was Francisco Ignacio Botetho,

who died in this town on the 4th of August of 1796. He was the son of Francisco José

Botelho and Thereza Maria Joanna, born in Carvilhan, Portugal.”®
Furthermore, one of Francisco José de Andrade Botelho's brothers, Fidélis, was elected senator of the empire
in 1888'%.

Jodo Antdnio dos Santos, one of the founders of the Biribiry mill, was the bishop of Diamantina'®'
and belonged to an important local family. One of his nephews, Antonio Felicio dos Santos, was a doctor
in the city of Rio de Janeiro, a Liberal Party deputy from 1867 to 1886, one of the founders and the first
president of the Associagdo Industrial, and one of the founders of the F4brica de Tecidos Pau Grande!®.

Francisco Leite Ribeiro's grandfather, José Leite Ribeiro, was born in Portugal in 1723 and
emigrated to Minas Gerais to wash for gold in partnership with another Portuguese. With the wealth José
derived from mining he invested in land and raised cereals, cane and cattle. When he died in 1801, he was
a wealthy man. Francisco's father added to the wealth of the family by trading between Rio de Janeiro and
the family base in Sdo Joao d’El Rey, Minas Gerais. Francisco Leite Ribeiro himself began in mining near
Sio Joio d'El Rey. He moved to Barbacena in 1805 where he was briefly occupied in tax farming. Then
he moved to the border with Rio de Janeiro where he acquired 17 land grants after 1817. He devoted
himself to the cultivation of coffee and by 1822 he was considered the largest farmer in Minas Gerais. When
he died in 1845 he left a fortune of 1.087:000$000 Contos (£115,113), including 225 slaves. In the 1860s,
Francisco's son, Joaquim Vidal Leite Ribeiro, took part in banking in Juiz de Fora. In 1871, Joaquim moved
to Rio de Janeiro, where he died in 1883, leaving a fortune of over 2.000:000$000 Contos (£179,600),
largely in public debt bonds'®.

Hence, biographical data reviewed above strongly supports the conclusion that most pioneer mineiro

% " Falecimento do Dr. Norberto Custodio Ferreira”, in Jomal Cataguases, (Cataguases), 17
February 1935, p.1.

% Reproduced in Guimardes, op.cit., p.14.
® [hid., pp.11-31.

1! Versiani, op.cit., pp.50-1.

1% Monteiro, op.cit., p.122.

103 p, Cammack, “State and Federal Politics in Minas Gerais, Brazil”, Univerity of Oxford,
unpublished Ph.D. thesis, Oxford, 1980, pp.55-6.
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entrepreneurs came from the ruling class and traditional families. They and their relatives were wealthy and
politically influential. This is in clear opposition to what is known about the social origins of the pioneer
British entrepreneurial class. In Britain, only a relatively small proportion of the pioneer industrialists came
from the upper or lower classes. Most of them, came from the middle ranks of society, usually with
mercantile connections'™.

Finally, it is interesting to take a brief look at the intellectual formation of one of the most
prominent and successful entrepreneurial families of nineteenth-century Minas Gerais: the Mascarenhas
family. In several important respects, the intellectual formation of the Mascarenhas family conforms with
the Protestant ethic described by Weber. As mentioned above, Anténio Gongalves da Silva Mascarenhas
(Bernardo Mascarenhas’ father) had thirteen children: nine sons and four daughters. Their formation began
at home through'an ascetic life-style, based on religious principles, and directed towards work - as a mean
to achieve self-fulfilment -, discipline, sobriety, and independence. Their father's success in business was
an example to be followed. Their entrepreneurial training also began at home, in their father's muletrain,
retail store and famm, and in the daily contact with suppliers, customers and slaves, under the supervision
of their father and elder brothers, in the case of the younger sons. Anténio Candido, for example, began
working in his father's retail store. Antonino began taking charge of his father's muletrain, while Caetano
started overseeing the slaves of the Sio Sebastido farm. Furthermore, all thirteen children studied in the best
boarding schools of Minas Gerais. After graduation, each son received a sum of 26 Contos, as an
anticipation of their inheritance, in order to establish themselves as businessmen. Most of the sons followed
their father becoming merchants, muleteers, financiers and farmers. Most of them also became industrialist.
Furthermore, two of them - Pacifico and Sebastiio - became doctors. Moreover, there is evidence to believe
that this intellectual formation was not peculiar to the Mascarenhas family, since it met the spirit of the time
and expressed very well the development of the Brazilian social and economic capitalist formation'®.

This analysis of the social and ethnic background of the mineiro entrepreneur has shown that a large

and important proportion of the mineiro entrepreneurial class does not conform with the description
contained in the general Brazilian literature. There are important contrasts with the entrepreneurs of Sao
Paulo and Rio de Janeiro. The most obvious is the smaller importance of immigrants and coffee planters
in the formation of the mineiro entrepreneurial class as a whole. As Cammack stressed:

“some of the most successful families in Minas in the nineteenth-century, in economic

terms, owed nothing (...) to coffee” .
Therefore, apart from a few prominent cases in the iron industry and apart from the Mata zone, where
immigrants made up the largest proportion of the local industrial class, Brazilians born into the ruling and

traditional families, usually not connected with coffee-growing activity, seem to have been the main source

14 p L. Payne, British Entrepreneurship in the Nineteenth Century, (2nd. ed., 1988), p.21.
105 Giroletti, Formacdo do Empresdrio Industrial, pp.3-15.

19 Cammack, op.cit., p.57.
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of entrepreneurs in nineteenth-century Minas Gerais. The social background of pioneer mineiro businessmen

also differs from that of the pioneer British entrepreneurial class. The latter was mainly recruited among the

middle ranks of society. However, the peculiarities of the mineiro entrepreneurial class are not restricted to
the ethnic and social aspects. As it is going to be shown in the following section, there are important

differences in what concerns the economic influences on the formation of the mineiro entrepreneur. Finally,

the analysis of the Mascarenhas family, points to the existence of a “spirit of capitalism” within the mineiro
elite.

3.2 - Economic Background:

This section examines the economic background of the mineiro entrepreneur. It investigates the

main economic influences on the formation of the mineiro entrepreneurial class, the career pattern of mineiro
businessmen and the activities which represented their main sources of capital.

As mentioned above, the Brazilian economic historiography has suggested - based mainly on the
paulista experience - that the main sources of entrepreneurship and capital in nineteenth-century Brazil was
either the trading house, mainly the export and import businesses'?”, or coffee-growing, which was the basis
for process of economic development which spread to a wide range of other businesses'®. Although trading
and farming constituted the main sources of entrepreneurship and capital in nineteenth-century Minas Gerais,

they were different owing to the particular nature of the mineiro economy. Firstly, Minas Gerais was

landlocked, and trade was mainly oriented to local markets dealing with a limited number of basic items
such as coffee, salt, bacon, cattle, tobacco, cereals, cotton, etc. Import and export activities were
concentrated in Rio de Janeiro, Santos, and Sdo Paulo. Secondly, coffee cultivation was confined to the
southern parts of the province, the Mata and the South zones. Thirdly, in other regions of the province,
especially the central and northern parts, a different range of activities were being undertaken. These ranged
from gold-mining to cattle-raising and farming'®. Thus, coffee growers and merchants dealing with export

and import were not as important in the formation of the mineiro entrepreneurial class as they were in Sao

Paulo.
Nevertheless, there is evidence suggesting that the coffee economy - directly or indirectly - provided
part of the funds invested in the establishment of mineiro industry. Mineiro coffee growers were responsible,

among others, for the establishment of the CUI in 1852''°. As mentioned above, the company was organized

17 Dean, op.cit..

1% See W. Cano, Raizes da Qn@ntragao mdusmal em Sao Paulo, (Sao Paulo 3rd. ed. 1977),
chapter II; JM. Cardoso de Mello,
desenvolvimento da economia brasileira, (Sao Paulo, 1982), pp.96-106; and ZM.C. Mello, Metamorfoses

da Riqueza; Sio Paulo, 1845-1895, (Sdo Paulo, 1985), chapters IT and IV.

1% Cammack, op.cit., pp.43-50.

10 Arantes, op.cit., 41-5.
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by Mariano Procdpio Ferreira Lage, who was a farmer himself, and several other coffee growers. Mariano
Procdpio’s father, Mariano José Ferreira Armond, owned one of the most important farms in the Mata zone -
the Fortaleza de Sant'Ana farm. The farm produced coffee and cereals, and raised cattle. Nevertheless, the
lack of suitable means of transport for the production of the farm was one of the largest problems faced by
Mariano José. This seems to have been the original motivation for the building of the Uniio e Indistria
turnpike, carried out by his son. Mariano Procdpio started working in the Fortaleza de Sant'Ana farm and
later established an import and cloth wholesaler firm (the partnership Ferreira Lage, Maia & Cunha) in Rio
de Janeiro. Nevertheless, his career as merchant was short-lived. Soon he went to Europe and to the USA
in search of the new road building technology invented by MacAdam. He also examined the systems of toll
roads there. On his return he established the CUI'",

Moreover, coffee growers of the Mata zone itself financed the construction of several branches of
the Unido e Indistria tunpike. The company report of 1861 stated that local farmers were paying the wages
of the workers engaged in the construction of the branch to the town of Mar de Hespanha''?. In a letter to
the president of the province of Minas Gerais (Vicente Pires da Motta), the chairman of the CUI (Mariano
Procopio Ferreira Lage) stated that:

"It is certain that the road built by the CUI (from Petropolis to Juiz de Féra), although
rendering important services, needs to be complemented by branches which will facilitate
the transport of goods of several centres of production to the stations of the company.

There are in this situation several coffee-growing counties located between Juiz
de FoOra, Parahybuna, and Parahyba, which I will list - indicating the names of those
farmers who are most interested and can, helped by the provincial government, supervise
and contribute financially to the construction.”'”

It is interesting to point out that the process of funding of the Unido e Indistria turnpike was similar
to that of the first railways in Sao Paulo. According to Lewis, most of the first paulista railways were

financed by direct local private investment, funds which were derived mainly from the rural sector, more

specifically the coffee sector. As the paulista case suggests, the struggle of mineiro coffee growers to build

the Unido e Indistria turnpike indicates a substantial degree of entrepreneurial initiative and the existence
of funds available to be invested elsewhere'". Nevertheless, contrary to what happened in the case of the

! Bastos, Mariano Procépio Ferreira Lage, pp.15-270.

12 Companhia Unido e Industria, Relatorio da Assembléia Geral dos Acionistas, (1861), p.7.

13 Mariano Procépio Ferreira Lage, then, listed the names of the following farmers: Candido Alves
Coutinho, Joaquim Gomes Leal and Antonio Gomes de Siqueira, and their neighbours, interested in the
construction of the branch from the Parahybuna station until the farm owned by Francisco Gomes de
Oliveira; the Baron of Prados and his neighbours, interested in the construction of the branch from Jaguary,
where there were large coffee farms, to the Simio Pereira station; Gervasio Antonio da Silva and Manoel
José Pires, interested in the construction of the branch from the Espirito Santo parish to the Mathias station;
and, Marcellino Gongalves da Costa and his son José Anastacio da Costa Lima, interested in the construction
of the branch from the Sao Francisco parish to the Juiz de Fora station. See Companhia Unido e Indistria,

Relatorio da Assembléia Geral dos Acionistas, (1861), p.7, 17-8.

114 Lewis, op.cit., pp.35-55.
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paulista railways, the Unido e Indvistria turnpike was, shortly after the conclusion of its construction, taken
over by the State'”. State intervention in the CUI was not due to the technology gap - which in the case
of turnpikes was certainly much less acute than in the case of railways -, but to the diminishing interest on
the part of the mineiro entrepreneurial class to invest more funds in the company after the construction of
the EFDPIL. Moreover, State intervention reveals the difficulties that mineiro entrepreneurs had to fund more
capital intensive enterprises. This fact seems to comoborate Gerschenkron's view that depending on the
degree of backwardness, and the supply of capital required, State action may be essential'’®,

Table ITL.6 - Distribution of the mineiro industry between the coffee-growing and non-coffee-growing
regions in 1907.

REGIONS COFFEE NON-COFFEE  UNKNOWN I‘E_)IéL .
Establishment
Number 342 160 22 524
% 65.3 30.5 42 100.0
Capital
Contos 11,774 13,568 1,172 26,515
% 4.4 51.2 4.4 100.0
Workers
Number 3,751 5,162 508 9,421
% 39.8 54.8 54 100.0
Production
Contos 17,815 12,891 1,537 32,244
% 55.2 40.0 4.8 100.0
Capital per 34.42 84.80 53.27 50.60
Establishment
Workers per 10.96 3226 23.09 17.97
Establishment
Production per 52.09 8057 69.86 61.53
Establishment

Source: J.H. Lima, Café e Industria em Minas Gerais (1870-1920), (Petropolis, 1981), p.89.

Further evidence that the coffee economy provided part of the funds invested in the mineiro

industry is the fact that although some industries - such as iron and textiles - were mostly concentrated in

115 Companhia Unido e Industria, Relatério da Assembléia Geral dos Acionistas, (1865), p.5.

116 A. Gerschenkron, Economic Backwardness in Historical Perspective: a book of essays,
(Cambridge, 1962).
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the central part of Minas Gerais, a large number of small factories started to emerge in the latter part of the
nineteenth century in several coffee-growing counties. In 1861, Juiz de Fora - one of the most important
mineiro coffee counties''” - was already the third largest county in tax revenue, surpassed only by Sio Jodo

18 and one of the main industrial centres of the province.

Del Rey and Ouro Preto in the Metalirgica zone
In 1870, there were 34 industrial establishments in Juiz de Fora and seven years later 80'"®. Moreover, of
the 20 largest mineiro counties in terms of industrial output in 1907 nine were located within the coffee-
growing zones (7 in the Mata and 2 in the Sul) and 11 in the non-coffee-growing zones (10 in the
Metaliirgica zone and 1 in the Oeste zone). The largest county in terms of industrial output was Juiz de
Fora, followed by Sete lagoas and Belo Horizonte both located within the Metahirgica zone. In addition,
65% of the mineiro industries in 1907 were established in coffee-growing regions, whereas only 30% of
them were established in the non-coffee-growing regions, as shown in Table IIL.6. However, of the total
capital invested in the mineiro industry only 44% was invested in the industries established in the coffee-
growing regions, whereas more than 50% was invested in the industries established in the non-coffee-
growing regions. In terms of the number of workers employed, the industries established in the coffee-
growing regions employed only 40% of the total industrial workforce, whereas the industries established in
the non-coffee-growing regions employed nearly 55%. Furthermore, the industries established in the coffee-
growing regions produced 50% of the total industrial output, whereas the industries established in the non-
coffee-growing regions produced 40%. Thus, although the industries established in the coffee-growing
regions in 1907 were more numerous and productive, the industries established in the non-coffee-growing
regions were more capital intensive and employed more workers per establishment. The fact that a large

number of industries were established in the mineiro coffee-growing regions is undisputable evidence of the

participation of the coffeec economy in the establishment of the mineiro industry.

However, the coffee economy which developed in the southem patts of the province did not have
a great impact on the rest of the mineiro economy'”. In the Mata zone itself, one of the major coffee-
growing regions of Minas Gerais, farmers were responsible for only 3% of the industries established in Juiz
de Fora (the most important industrial centre of the region) in the period 1858-1912. It was immigrants and
Brazilians not connected with the coffee-growing activity who owned more than 90% of the industries
established in Juiz de Fora in the period 1858-1912"!. The capital invested by Brazilians was originally

accumulated in the trading business or in their activities as professionals, or even in a combination of

17 See D.A. Giroletti, A Industrializacio de Juiz de Fora, 1850-1930, (Juiz de Fora, 1988), pp.27-
31.

S Thid,, p.47.
¥ Giroletti, A Industrializacio de Juiz de Fora, p.50.

' JH. Lima, Café ¢ Industria em Minas Gerais (1870-1920), (Petrépolis, 1981), pp.101-2.

2 Arantes, op.cit., p.159.
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them'?2,

Immigrants (who were responsible for the establishment of more than 66% of the industries founded
in Juiz de Fora during this period) usually did not fit into the “bourgeois immigrant” concept'*. Most of
them did not have capital and started working as labourers, craftsmen or even as farm workers'?, Grieese,
for example, was a German immigrant originally hired to work at the CUI In 1858 he founded the first
125

industry established in Juiz de Fora manufacturing carts and coaches
German brickmaker hired by the CUI, associated himself with a tanner to establish what became the largest

126

. During the same year, Wreied, a
tannery of the city'*®. Ten years later, his stepson (Krambeck), himself an immigrant who was originally a
carpenter and a farm worker, took control of the tannery and expanded the business successfully'”’. In 1865,
Martin Kascher, who also worked as a craftsman at the CUI, established a workshop to make coaches'”.
Antbnio Meurer, the son of immigrants, started as salesman and representative of the breweries from Juiz
de Fora. Later he established a small shop and became a farm trader. In 1898, he established a mill to
manufacture socks'.

In other parts of Minas Gerais domestic commercial activities and mixed farming (not connected
with coffee-growing activity) were the starting point in the career of most entrepreneurs. For example, in
the case of the iron industry which throughout the nineteenth century was concentrated in the central part
of the province'®, as shown in Maps 4 and 5, there is evidence that most of the foundries were established
by farmers. According to Eschwege, by the time of his arrival in Minas Gerais in 1811 most of the foundries
belonged to blacksmiths and large farmers™'. Moreover, the capital invested in the setting-up of the
Patridtica foundry, founded by Eschwege himself, was divided in 10 shares, each share representing 1,000
Cruzados of the initial capital. Eschwege subscribed two shares, the Conde de Palma (the govemnor of Minas

Gerais) one, and a large and important mineiro family the remainder. Although there is no direct information

12 Giroletti, Industrializacdo_de Juiz de Fora, p.92.

123 For a further discussion of the concept of the "bourgeois immigrant”, see Dean, op.cit., pp.59-81.
1% Arantes, op.cit., pp.87-8.

15 Tbid., pp.98-9.

126 Ibid., p.100.

127 Ibid., p.100.

128 Ibid., p.101.

12 1bid., p.102.

1% According to Libby, most of the iron foundries were situated within the Metalirgica region.
Libby, op.cit., pp.152-60.

Bl w.L. von Eschwege, Pluto Brasiliensis, (Berlin, 1833; reprinted Belo Horizonte/Sdo Paulo,
1979), 11, p.203.
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MAP 4 - MINAS GERAIS LOCATION OF IRON FOUNDRIES, 1854-1858.
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Source: D.C. Libby, Transformacao ¢ Trabalho em uma Economia Escravista: Minas Gerais no Seculo XIX.

(Sao Paulo, 1988), p.157.
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MAP 5 - MINAS GERAIS LOCATION OF IRON FOUNDRIES, 1863-1866.
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Source: D.C. Libby, Transformacao e Trabalho em uma Economia Escravista: Minas Gerais no Seculo XIX.

(Sao Paulo, 1988), p. 158.

88



about the activities of both the Conde de Palma and the family, there is evidence that they owned land:

“We had to choose the most appropriate place [to set-up the foundry] (...).

The region of the Prata, (...), was not as rich in woods. Nevertheless, there was

the advantage that the administration of the future foundry would be under the close

supervision of its most important shareholders, who had their properties in the

neighbourhood.”!®
Moreover, it is reasonable to believe that at least part of the capital invested by Eschwege may have been
accumulated in his activity as manager of iron foundries. As mentioned before, Eschwege worked in the
Figueiré dos Vinhos foundry in Portugal before coming to Minas Gerais'. However, most of the capital
invested in the establishment of the Patriitica foundry seems to have come from farming.

Further evidence that farmers established most of the mineiro foundries set-up in the first three-
quarters of the last century is provided by the fact that these foundries began as integral parts of farms. In
1886, for example, a newspaper advertised the selling of a foundry located in an estate in the Diamantina
county which included, among other things, extensive grass for cattle, thirty head of cattle, corn plantation,
and several fruit trees'. Even the Sao Miguel de Piracicaba mill, the most successful and one of the largest
foundries of this period, was considered by its owner (Monlevade) as an integral part of his farm'*.
Therefore, as Libby suggests, it is reasonable to conclude that most of the small foundries established until
the 1880s were also an integral part of farms'*.

One of the few foundries not to be established by farmers was the Morro do Pilar. The Morro do
Pilar foundry was financed by the Imperial government:

“Manuel Ferreira da Cimara decided to build, at the expenses of the King [of Portugal],

a large iron foundry in Minas Gerais, for which purpose he did not lack neither power nor

money. He got both things from the government, who allowed him to use the former

[power] and to withdraw the latter [money] from the cashier of the diamond mining

business.”'*’
Therefore, the Morro do Pilar was the only foundry established in the first three-quarters of the nineteenth
century to be financed by the State.

The larger foundries (the Esperanca and Bumier) which were founded in the latter part of the
century were not established by farmers. The Esperanca was established by two engineers of the railway

Central do Brasil (Amaro da Silveira and Henrique Hargreaves), a Swiss metallurgist (Alberto Gerspacher),

122 1bid,, p.247.

13 Gomes, Historia da Siderurgia no Brasil, pp.79-85.
13 Libby, op.cit., p.183.

1% Ibid., p.151.

1% [bid., p.152.

197 [bid., p.207.
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and Carlos da Costa Wigg, the main shareholder, of whom there is no information about his activities'.
The Burnier foundry was established by Carlos da Costa Wigg and the son of Alberto Gerspacher (José
Gerspacher), who had been the technical director of both (the Esperanga and the Burnier) foundries™. These
are examples of employees/managers who acquired skills (and capital) working for others and then set
themselves up in business, and supports the view that one of the main sources of entrepreneurs are people
who have been previously in employment'’.

Thus, there is evidence that in the first three-quarters of the last century most of the iron foundries
were established by farmers. This fact corroborates Lydall’s view that a large proportion of the new
industrial entrepreneurs who emerge in the early stages of industrialization come from the group made up
by farmers. According to the author, this is explained by the fact that small manufacturing workshops could
be established on farms', as was the case of several mineiro foundries set-up in the first part of the century.
Moreover, it is interesting to point to the importance of the managerial ability in Monlevade's success as
an entrepreneur. The Sio Miguel de Piracicaba foundry was for more than forty years managed by
Monlevade, obtaining the best results among all the foundries in Minas Gerais. After Monlevade's death in
1872 his family assumed the control of the foundry but the results were never the same and the foundry was
finally sold to the Companhia Nacional de Forjas e Estaleiros (CNFE) at the beginning of the 1890s'. This
seems to corroborate those authors who advocate management ability as one of the entrepreneurs’ main
characteristics'*.

The textile industry, which was also concentrated in the central part of Minas Gerais, was
established mostly by farmers (not connected with coffee-growing activity) and merchants. Among the
founders of the Cedro mill, Anténio Cindido Mascarenhas was a farmer - he owned the Rasgdo farm -, a
merchant and a capitalist, as shown in the following letter:

“I have, in partnership with two brothers, imported the machinery to establish a textile
mill. By the time the mill will be set-up it will cost us more than we have. (...) It is for
this reason that I write to you, my cousin, to inform you that your debts, including
interests to this date, amount to 1,618 Contos. I also ask you from then on to pay what

you owe me on a monthly basis”.'*

1% Suzigan, op.cit., p.258-9.
1 Ibid., p.259.

140 Lydall, op.cit., p.83.

141 Ibid., p.82.

142 1 A. Paula, "Dois Ensaios sobre a Génese da Industrializagio em Minas Gerais: a Siderurgia e
a Industria Téxtil”, in Anais do II Semindrio sobre a Economia Mineira, (Belo Horizonte, 1983), p.31.

143 See J.B. Say, Tratado de Economia Politica, (Sio Paulo, 1983) and F. Quesnay, Quesnay’s
‘Tableau Economique’, (1972).

44 Companhia Cedro e Cachoeira, "Caixa de Correspondéncias Recebidas No.2”, “Letter from
Ant6nio Cindido Mascarenhas to Joaquim Pereira Lopes, 3 August 1870”.
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Caetano and Bernardo Mascarenhas started their entrepreneurial careers in a partnership fattening cattle for
sale and trading in salt. The funds used by Bernardo and Caetano to start their partnership were drawn from
a trust of 26 Contos which each son received from their father, With the change in the route of the
muletrains and the decrease in the movement of muletrains due to the Paraguay War, the salt trade was not
as attractive as before. The two brothers then decided to change business and with the profits they have
eamed in the salt and cattle business (around 108 Contos) they decided to establish the Cedro mill. It seems
that the idea to invest in a textile mill was mainly Bernardo's, because he was the intellectual organizer of
the mill. The domestic cloth production their father’s farm (Sdo Sebastido) was very profitable, even though
the quality was poor and the process of production backward. Therefore, cloth production was a familiar
activity for both of them. Later, Caetano came to own the Nova Estincia farm in-Pirapora and Bemardo
would invest in an electricity generating company, a bank, another textile mill, and so on'*,

The analysis of the establishment of the Cedro mill shows that its founders possessed several of
the characteristics of the entrepreneur described in chapter 2. It shows that the three Mascarenhas brothers
were capitalists, that they possessed the foresightness and willingness to act and assume risk, and that they
took advantage of changes in the business environment to act soundly and in a entrepreneurial way.

Among the founders of the Cachoeira mill, farmers and merchants were well represented. The funds
for the establishment of the mill came from different sources. As happened to the founders of the Cedro
mill, the three Mascarenhas brothers involved in this entrepreneurship also received a trust of 26 Contos
from their father when they came of age®. Furthermore, before the establishment of the Cachoeira mill
Victor Mascarenhas had been a merchant in Curvelo and manager of the Sio Sebastido farm. Later he
became one of the owners of the Sdo Sebastiao textile mill and of the Sdo Sebastido farm'’. His brother
Pacifico Mascarenhas was a local doctor, who later became a farmer. There is no information about
Francisco de Paula Mascarenhas’ activities before the establishment of the Cachoeira mill. However, he later
became a farmer, a merchant, and took part in several other industrial undertakings. As a farmer, he came
to own the Periperi farm. As a merchant, he became partner in a retail store (Carvalho, Libano &
Mascarenhas) in Rio de Janeiro at the beginning of the 1880s. As an industrialist, besides the Cachoeira mill,
he established the Periperi textile mill and was also partner in a hat factory (Machado & Mascarenhas) in
Curvelo. Finally, he was shareholder and one of the founders of the CME and the Banco de Crédito Real
de Minas Gerais, both enterprises organized by his brother Bernardo. Finally, Luis Augusto Vianna Barbosa
was the owner of the Cachoeira farm were the Cachoeira mill was set-up'*.

Later the founders of both the Cedro and the Cachoeira mills were joined by Thedphilo Marques

15 Vaz, op.cit., p.42-3.
146 Tamm, op.cit., p.86.
7 Ibid., pp.87, 100-2, 109-10.

18 Tbid., pp.87-208.
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Ferreira, a merchant, and Antdnio Joaquim Barbosa da Silva, a lawyer, in the establishment of the CCC'*.
Thus, the funds invested in the Cedro mill, the Cachoeira mill, and the CCC came mainly from trading
business and farming (not connected with coffee-growing activity).

The Brumado mill was established in 1872 by capital accumulated in the trading business. Its
founder, Francisco José de Andrade Botelho, was a mineiro who lived in Rio de Janeiro working as
merchant in the partnership Botelho, Irmao & Andrade, before founding the textile mill. The Botelho, Irmio
& Andrade firm was a partnership with his uncle and one of his brother. As was common among merchants
of this time, Francisco travelled frequently to the hinterland of Minas Gerais as a representative of his firm.

He was already a wealthy man when he arrived in Pitangui, in western Minas Gerais, and met Francisca
Alvares da Silva. Soon after, they got married and Francisco decided to live in Pitangui. He quit the
partnership in Rio de Janeiro, but Pitangui was a too narrow market for a retail store like the one he
possessed in Rio. Thus, he decided to establish a textile mill stimulated by the good results of the Cedro
mill. The most suitable and available place to build the mill was found in the neighbouring district of
Brumado'®.

The main shareholder and founder of the SAIM, established in 1875, was Azarias de Souza Dias,
who was also a farmer'®'. Among the remaining 23 shareholders of the mill mentioned by the Almanach
Sul Mineiro in 1874, there is information about the activities of only 5 of them: Ant6nio Candido de Souza
Dias, a farmer and a capitalist; Anténio Candido Teixeira, a district judge, a farmer, and a capitalist; and
Antdnio Domingos de Souza, Marcos de Souza Dias, and Gabriel Domingos, all of them farmers'®. Thus,
it is reasonable to conclude that the funds invested in this mill had been accumulated mainly in farming
activities. Howeyver, it is important to point out that the mill was situated in a coffee-growing region (the
Sul zone) and the farmers mentioned above might well had been coffee growers. Apart from the fact that
one of the partners (Jodo Antonio dos Santos) was the bishop of Diamantina, there is no information about
the activities of the other four partners prior to the establishment of the Biribiry mill in 1876. There is also
no information about the activities of the founders of the Unizo Itabirana mill established in 1876',

Among the founders of the Filatério Montes Claros, Manoel and Donato Rodrigues, who subscribed
53.3% of the capital, were both farmers from Grao Mogol, a county close to Montes Claros. Antonio
Narciso Soares started his entrepreneurial career as a miner and diamond trader in Diamantina. Then, he
moved to Montes Claros where he established himself as a local trader and later as a farmer. Gregério
Velloso also started as a local trader and, subsequently, became a farmer. Finally, Angelo de Quadros

19 Vaz, op.cit., p.93.
% Guimaraes, op.cit..

I BS. Veiga, Almanach Sul Mineiro, (Campanha, 1874), p.148.

% Thid., pp.146-51.
1% Versiani, op.cit., pp.50-2.
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Bittencourt had a farm in Campo Grande, in the county of Montes Claros', Thus, the capital invested in
the Filatério Montes Claros was accumulated in the trading business, farming, and diamond mining.

Although there is no information about the activities of the founders of the Marzagio mill, it is
telling that the mill was established on the Marzagio farm in the vicinity of Sabard'®. There is no
information about the activities of the founders of the Cassu, the Paulo Moreirense, the Industrial Quro
Preto, the Pedreira, the Bom Jardim, and the Vigosa mills'®.

The Sio Sebastido mill was established by Antonio Gongalves da Silva Mascarenhas, who was the
youngest son of a Portuguese immigrant, Antonio Gongalves Mascarenhas, who arrived in Brazil in 1778.
Although the information about Anténio Gongalves Mascarenhas is not very precise, it is said that he
became a protégé of a prosperous muleteer, with whom he started to work. Years later, Antonio Gongalves
Mascarenhas became his partner and, when the muleteer decided to tetire, his heir. With his own muletrain
and three slaves, Antonio Gongalves Mascarenhas made frequent trips to the hinterlands of Minas Gerais,
where he would sell salt and olive-oil, and would bring back to Rio de Janeiro textiles, sugar and bacon.
In 1792, he married an Indian brought up by his protector. They had four children, although only three
survived: José, Caetano and Ant6nio Gongalves da Silva Mascarenhas. When the youngest was almost seven
years old his father decided to take the whole family with him in his trips. In 1811, Ant6énio Gongalves
Mascarenhas and his wife got ill and died in the middle of one of those trips'®’.

After the death of his parents, Ant6nio Gongalves da Silva Mascarenhas was taken in by his
godfather, José Teixeira da Fonseca Vasconcelos, the Viscount of Caeté. Later, he became administrator of
Viscount of Caeté’s land and subsequently of other estates. In 1824, Antonio Gongalves da Silva
Mascarenhas established himself as a merchant in Taboleiro Grande, in the central part of the province,
which was the main passage for all muletrains heading to the hinterlands of Minas Gerais. Ant6nio
Gongalves da Silva Mascarenhas’ business grew rapidly and at the age of thirty four - by then a wealthy man
- he bought the land which came to be known as the So Sebastido Farm. He then sold the store and became
a prosperous farmer and financier. In 1884, Anténio Gongalves da Silva Mascarenhas established the Sio
Sebastiio mill on his farm'®, Thus, although the fortune accumulated by Anténio Gongalves da Silva
Mascarenhas previously to the establishment of the Sio Sebastido mill originated from different sorts of
activities, it is reasonable to conclude that the funds invested in the mill were mainly accumulated in trading
and farming,

Very little is known about the activities of the founders of the Sio Vicente mill, which was

134 Ibid., pp.81-2.

155 Ibid., pp.75-6.

1% Ibid., pp.76-7, 89, 91-3.
157 Vaz, op.cit., p.34.

1% Tbid., p.34-40.
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established in 1885 and a few years later was acquired by the CCC'®. The main shareholders of the CCM
were Jodo da Matta Teixeira and Jeronymo Francisco Franca, who were local farmers. Joao da Matta
Teixeira is also mentioned in the report of the meeting of shareholders for the establishment of the CCM
as a capitalist'®. Thus, the CCM was a farmers’ enterprise.

Although there is no information about the activities of the founders of the Unido Lavrense mill,
the first two directors of the mill were traders: Comendador José Duarte da Costa Negrio, a trader who lived
in Rio de Janeiro at the time of the establishment of the mill, and Manoel Hermeto Corréa da Costa, a local
trader. Thus, it is reasonable to conclude that at least part of the capital invested in the Unifio Lavrense mill
originated in the trading business. However, it is not possible to say if the trading business of Comendador
José Duarte da Costa Negrao, who lived in Rio de Janeiro, was or was not connected with the import and
export trade's’.

The Santa Bérbara mill was initially planned by Jodo da Matta Machado, a diamond trader from
Diamantina, who also had a diamond-cutting workshop. After his death, his sons and sons-in-law, together
with Antdnio Moreira da Costa, the Baron of Paratina, set-up a partnership to establish the mill. Among Jodo
da Matta Machado's sons, one was a law student in Sao Paulo (Pedro da Matta Machado) and the other
(Alvaro da Matta Machado) was a member of the Provincial Assembly at the time of the establishment of
the mill in 1886. Among his sons-in-law, Francisco Ferreira Corréa Rabelo wotked as a lawyer, magistrate,
and teacher, and was also a politician, Pedro José Verciani was an engineer who lived in Rio de Janeiro at
the time of the establishment of the mill, and Jodo Antonio Lopes de Figueiredo was a local doctor in
Diamantina. Finally, Antonio Moreira da Costa, the only partner outside the Matta Machado family, had
been engaged all his life in the diamond business. Thus, as Versiani points out, although the capital invested
in the establishment of the Santa Bérbara mill came from the different activities carried out by its owners,
a significant part of it may have come from the activities related with the diamond business'®.

The Sdo Roberto mill was promoted by Quintiliano Alves Ferreira, the Baron of Sao Roberto, who
was engaged in a number of local businesses, like the manufacture of hats and earthenware, and diamond-
cutting'®,

The Tecelagem Mascarenhas mill was established by Bernardo Mascarenhas, who started his
entrepreneurial career in a partnership with his brother Caetano, as mentioned above. Later, the two brothers

decided to invest the money they have accumulated in a textile mill. However, they did not have enough

19 Ibid., pp.102-3.
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funds and needed a capitalist partner. Their father did not agree with the idea, because they were very young
(Bernardo was 20 and Caetano was 23 years old) and a textile mill was a complicated matter'®. Their
brothers were equally unsupportive, except Anténio Cindido who reluctantly agreed to join them, but
imposed the condition that the mill had to be established in Taboleiro Grande instead of Juiz de Fora, as
originally planned. The Cedro mill was thus set-up in Taboleiro Grande'®. Some years later the Cedro mill
was merged with the Cachoeira mill into the CCC. However, Bernardo was never happy with his life in
Taboleiro Grande, which was too small for his entreprencurial talents. Therefore, with the death of his father
in 1887, Bernardo decided to move to Juiz de Fora and set-up a textile mill there as he had previously
intended. One year after his arrival in Juiz de Fora he established the Tecelagem Mascarenhas'®. It is
reasonable to conclude that the funds invested in this mill had originated partially from the capital made in
the Cedro mill and in the CCC, and in part from what he had inherited from his father, funds accumulated
in trading and farming.

The Industrial Mineira mill was established in Juiz de Fora by five Englishmen (Andrew Steele,
John Steele, Peter Steele, William Moreth, and Henry Whittaker). Most were traders living in the city of
Rio de Janeiro, except William Moreth who lived in Petrépolis'®’.

Among the textile mills established during the 1890s, the CTS, also established in the central part
of Minas Gerais, was founded by Manoel José de Souza Moreira, his sons, Manoel Gongalves de Souza
Moreira and Augusto Gongalves de Souza Moreira, and his son-in-law, Anténio Pereira de Mattos. Manoel
José de Souza Moreira, the main promoter and largest shareholder, was both a farmer and a local trader.
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