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The F e d e r a l G o v e r n m e n t ' s a c t i o n i n F e b r u a r y i n c u t t i n g t h e 
amount o f money g o i n g t o m u n i c i p a l i t i e s under t h e " p a r t i c i p a t i o n 
f u n d " has had s e r i o u s a d v e r s e e f f e c t s on t h e f i n a n c e s and 
programs o f m u n i c i p a l i t i e s i n Parana., I n w e a l t h i e r Sao Paulo 
t h e e f f e c t has been m i n i m a l . 

1 . E f f e c t on M u n i c i p a l F i n a n c e s : The F e d e r a l G o v e r n m e n t ' s 
d e c i s i o n i n F e b r u a r y t o reduce t h e amount o f money t o 
m u n i c i p a l i t i e s u n d e r t h e s o - c a l l e d " p a r t i c i p a t i o n f u n d " has 
a d v e r s e l y a f f e c t e d t h e f i n a n c e s o f c i t i e s i n P a r a n a , a c c o r d i n g 
t o o f f i c i a l s w i t h whom t h e r e p o r t i n g o f f i c e r t a l k e d i n 
C u r i t i b a , Apucarana and L o n d r i n a . The c a p i t a l , C u r i t i b a , 
was n o t as s e r i o u s l y a f f e c t e d as o t h e r c i t i e s due t o o t h e r 
r e s o u r c e s a v a i l a b l e t o i t ; h o w e v e r , i n many m u n i c i p a l i t i e s , 
p r o j e c t s f o r i n s t a l l i n g a n d / o r e x p a n d i n g w a t e r and sewage 
s y s t e m s , p a v i n g o f s t r e e t s and o t h e r p r o j e c t s had g r o u n d 
t o a h a l t f o r l a c k o f f u n d s . Some m u n i c i p a l i t i e s were h a v i n g 
d i f f i c u l t y i n p a y i n g t h e i r employees . Even t h e r e l a t i v e l y 
w e a l t h y c i t i e s o f Apucarana and L o n d r i n a i n t h e r i c h 
a g r i c u l t u r a l b e l t o f n o r t h e r n Parana were h u r t by t h e r e d u c t i o n 
i n f u n d s . 

2. L o n g - t e r m E f f e c t : W h i l e t h e s h o r t - t e r m e f f e c t i s t o 
c r e a t e a t l e a s t t e m p o r a r y f i n a n c i a l h a r d s h i p s , some o b s e r v e r s 
saw t h e l o n g - t e r m e f f e c t s as b e i n g more s e r i o u s . They a s s e r t e d 
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t t h e i n c r e a s e d money a v a i l a b l e t o m u n i c i p a l i t i e s s i n c e 1967 
u n d e r t h e f u n d had been an i m p o r t a n t f a c t o r i n p r o m o t i n g l o c a l 
i n i t i a t i v e and i n c h a n g i n g t h e t r a d i t i o n a l a t t i t u d e i n B r a z i l t h a t 
a l l i n i t i a t i v e must come f r o m a p a t e r n a l i s t i c n a t i o n a l g o v e r n m e n t . 
T h u s , these o b s e r v e r s f e l t t h a t t h e F e d e r a l Government i n r e d u c i n g 
t h e f u n d s f o r m u n i c i p a l i t i e s had removed a f a c t o r c o n t r i b u t i n g 
t o w a r d d e v e l o p i n g l o c a l i n i t i a t i v e i n B r a z i l . 

3. Secondary Economic E f f e c t : The slowdown o r h a l t i n g o f 
m u n i c i p a l p r o j e c t s and t h e r e d u c t i o n o f l o c a l e x p e n d i t u r e s by 
m u n i c i p a l i t i e s was a l s o s a i d t o be h a v i n g a dampening e f f e c t on 
r e t a i l t r a d e i n t h e c o m m u n i t i e s ^ 

I4.. Comment: The a d v e r s e e f f e c t on m u n i c i p a l f i n a n c e s o f t h e c u t 
i n t h e p a r t i c i p a t i o n f u n d appears t o have been i d e n t i c a l i n t h e 
s t a t e s o f Parana and Mato Grosso (see Sao P a u l o ' s A - 5 1 , A p r i l 3,1969). 
I n Sao P a u l o , where p e r c a p i t a income was much l a r g e r and t h e 
r e l a t i v e amount o f money b e i n g r e t u r n e d t o t h e m u n i c i p a l i t i e s was 
l e s s , t h e G o v e r n m e n t ' s a c t i o n appears t o have had v e r y l i t t l e 
a d v e r s e e f f e c t . 
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