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PUBLISHER'S NOTE

The materials in the Department of State file have been microfiimed in
axact order and candition in which they appear in the holdings of the National
Archives and Records Administration. Those documeants that have not yet been
declassified were removed prior to filming and replaced with notices identifying
the item and the reason for its removal.

The documents reproduced in this publication are among the records of
the Department of State in the custody of the National Archives of the United
States. No copyright is claimed in these official U.S. Govemment records.

Purport cards for Decimal File material after 1949 remain under
classification and are therefore unavailable. The researcher is referred instead ta
the Guide to the SR Microfilm Edition of the Records of the U.S. Department of
State Relating to {nternal Affairs of Brazi, 1960-1963, immediately following.
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NUMERICAL-SUBJECT LISTING OF DOCUMENTS

IN CLASSES 7,8, AND 9

CLASS 7

INTERNAL POLITICAL AND NATIONAL DEFENSE AFFAIRS

Political affairs and conditions, Elections, Political parties and groups, Polllical
refugees, Defectors, Amnesty, Revolutions, fots, disturbances, Civil war
Communism, Bolshevism Forespionage, and
Fascism, Nazism {subvcrsive activities,
Socialism see TH* 524

Agenits (other than diplomatic or consular)
1n country ##
[mmunities, privileges, exemption from taxation, ete. (in country#H)

Govemment, Recogrition
Advisors
Mandates, Trusteeships
Temitory (including territorial waters, continental shelf), Geographical names,
Maps, Acrial photography
Territory occupied by foreign military forces
Constitution
Flag
‘Misuse of flag, insults and indignities to flag of country ** by nationals of
country #H#
Seal, Coat of arms
Naticnal anthem
Polidcal rights, Suffrage, Freedom of speech, Human rights

Citizenship. For U.S. citizenship, see 130
Passports, Cettificates of identity, For U.5. passports, see 130

Exccutive branch of govemment. For U.S., sce Class 1

Chilef executive, President, King, Regent, Governor-General (inctuding Tamily})
Govemors of states and districls

Vice president
Clabinet, Ministry (including Foreign Office, and all other government agencies)

Civil service, Salaries, Retirement




Legislative branch of government
Proceedings, Debates, Messages to legislative body
Judicial branch of government

National courts, Persornel, Rules
Attomeys; Practice of law

Proceedings, Judgments

Turisdiction
Process issued for service abroad
Rights of alicns to sue in national couns
Absconding defendants and witnesses

Laws, Statutes, Qrdinances, Decrees, Acts, Codes
Criminal
Civil, For mariage and divorce, see §**.4141
Commercial
Probate
Banknptcy
Admiralty jurisdiction

Procurement of cvidence
Procurement of cvidence from country #+# for use in country i

Effect of judgments and decrees
Effect of judgments and decrees of courts of country ## in country **

QOther judicial maters
Authority to administer oaths
Requirement of country regarding authentication of documents for use therein

Mixed (international) couns

Naticnal defense affairs, Army, Navy and Air (general)

Fortifications, Defenses

Intélligence activities, Subversive activities
Biographical data (** nationality of individual)
Intelligence activities, espionage, of country ** in country ##, For Communist
aciivities, see 7+*.001. Classify under individual cases where possible

Military and naval courts, Law

Maneuvers, Target practice, Troop movemenis (use 7#% 54 if within territorial limits
of country **)
Movements of, and attacks upon, naval vessels and military and naval aircraft of
country ## within territorial Jurisdiction of country *¥, Overflights

Organization
Personnel (effectives), Commissioned and enlisted
Enlistment, Conscriplion, Draft, Discharge, Desertion




PR 5512 Pay, Subsistence, Retirement, Pensions
552 Marine Corps
.553 Schools and academies
S5 Admission of nationals of country ## for visit or study (includes admission for
ohservation to war industries, airplane plants, elc.)
554 Auxiliary services, WACS, WAVES, WRENS, etc.

36 Equipment and supplies
.561 Armamients, ordnance, arsenals, armories, tanks, trench mortars, flame throwers.
For govemmental control of arms traffic, see 4+ 48

5611 Atomic bombs; Hydrogen bombs

5612 Guided missiles, supersonic weapons, rockets

.5613 Poison gases, bacieriologicals, chemicals. For illegal or inhuman warfare, see
GHF 26

5614 Small arms, bombs, grenades, tifles

5615 Helium

562 Ships,vessels and aircraft {including construction, etc.)

54821 Battleships, cruisers, destroyers, other naval vessels (all types) {includes
construction, purchase and sale, accidenis ete.) For imernational negotiations,
treaties, elc., in limitation of armaments, sce 6%*##12

5622 Aircraft, bambers, fighters, gliders, jet-propeiled aircrafl, all types of military
ornaval aireraft {includes construction, purchase, sale, accidents, efe.)

.563 Bases and posts

563 Country in which located ## (includes air, land, and sea bases, landing fields,
fueling stations of any type, navy yards, drydocks, ctc.)

564 Uniforms; Clothing, Insignia

564 Exchange of uniforms with country ##, smaller country number

5641 Unauthorized wearing of uniforms of country **

57 Hospitals, Rest centers, Recreation centers, Commissaries, Post exchanges

58 Missions (** country in which located)

S8 Visits, eic., of military, naval, or air force persennel and/or cquipment of
countsy ** to country ##, For admission of foreigners 1o study in or visil military,
naval and air force schools and academies, sec 7% 5534

581 Entrance of naval vessels into the Great Lakes (** nationality of visiting naval
forces)

59 Civil defenses, Civilian (non-military) delense organizations, measures (Air-raid
wardens, fire wardens, blackout measures, air-raid shelters, Protection against alomic
bombs attacks)

TG0 Stockpiling

61 Rubber (natural and synthetic)

62 Petroleum

.63 Minerals

64 Drugs (all types of pharmaceuticals, efe.)
65 Fibers

Other commodities not Listed above




CLASS 8
INTERNAL ECONOMIC, INDUSTRIAL, AND SOCIAL AFFAIRS

Economic malters, Conditions (general)
Economic adviser
Statistics (general)
Conscevation of natural resources. Classify subjectively when possible

Cost of living, Retail prices, Black markels {general). Classify subjectively when
possible

Housing, Rents, Building construction {includes commerclal and industrial housing)
City and country planning, Elimination of congested and slum areas, “Blighted”
argas

Food, Food conditions, Refrigeration, Food shortage, Rationing, Black markets,
Hoarding

Fuel, Fuel conditions, Fuel shortage (includes coal, waood, peat, oil, coke), Black
markels

Capital
Tnvesmient of, or feld for investment of, capital of country ** in country ##

Cooperative systems, Rural credils
Corporations, 'Big" business (formulation, regulation, bond issucs, stock
certificates)
Combinations in restraint of trade, IMonopolies, Cartels, Trusts, Contracts.
Classify subjectively when possible with XR to 8%+ 054
Domestic trade conditions, Retail trade

Lahor, Labor conditions (general}
Hours, Wages (for pensions, sce 8%%.07), Unemployment insurance and
gompensation
Organizations, Unions, Relations with employers, Strikes, Lockouis, Slowdowns
Female labor, Child labor
Compulsary labor, Slave labor
Hazardous employment, Accidents, Prevention of accidents
Employer’s liability. For pensions, see 507

Pénsions. For military pensions, see 7+*.5512
Industrial
Old-age (social insurance)

Insurarice. For "social” insurance, see 8%%.072
Life
Fire
Accident {includes all Lypes of accidents}
Automohile
Health
Marine (includes war risk insurance)
Aviation

Financial matters {general), Budget, Debt, Bond issues, Loans; Public securities,
Ralance of paymanits. For war-time regulations, see 6% *##231
Financial adviser




Taxation
Land, Realty
Income. For double taxation treatics, se¢ GER 021
Personal property
Inheritance

Lotterics

Monetary sysicm, Coinage, Currency, Bullion, Mint
Forcign cxchange, Exchange rales
Currency of revolulionary governments
Counterfeit, Counterfeiting (** country whose currcncy is counterfeied)

Banks, Banking. For war-time meusures, seo 65 231
Branch barks of country ** in country ##
Interest, Discount

Exchanges, Commodity exchanges, For currency exchange, see 8%%.131
Stock
Cotion
Wool
Livestock
Grain
Produce
Coffee
Sugar
Other exchanges

Lands
Rights of nationals of country 44 1o hold or acquire real property in country **
Colonization in couny **

Intellectual and industrial property (see also . #4233) {4+ indicate country in which
protection is sought), For ireaties, 56c 6%+ #495

Patents

Trade-marks, Trade names

Copyrights

Immigration, Emigration. For immigration to the United States, see 150
Immigration to country “* from eouniry #H
Residence, trade and travel of aliens in**, Forelgn visas, Tourism, Foreign exit
permits

Tndustrial matters, Nationalization. Classify subjectively when possible. For
monopolies, concessions, franchiscs, contracts, etc., see 8**.054
Atomic epergy peaceful purposes. Classify subjectively when possible
Expositions, Exnibitions, Fairs (see also 4%+, #4174 and S*+.H2)

Agdeulture
Agricultural adviser
Agricultural clubs (4-H, cte}

Soil, Propertics, Tillage
Soil conservation; Drainage, reclamation, irrigation; [rrigation dams; “Dry
farming,” Fertilization




Pests affecting plant life, Diseases, Blights, Insects, Methods of combating. For
regulations governing importation of plants, etc., scc Class 4

Ficld crops
Crains
Wheat
Buckwheat
Qats
Rye
Com
Barley
Rice
Hops
Other field crops
Fibers
Cotton
Hemp, Sunn
Flax
Jute
Ramie
Sisal, Cabuya
Abaca
Kapak
Alkaloidal plants
Tobacco
Tea
Coffee
Cocoa, Cacao
Vanilla
Medicinal herbs, Tpecac
Farage crops
Grasses
Alfalfa
Clovers
Cowpeas
Soya beans
Yetches
Sugar-yielding plants
Cane For processing ot manufacturing
Sugar beet of food, elc., see §*+.31
Garden crops (vegetables, such as Lettuce, Tomatoes, Polatoes, Pepper, Nulmeg,
Spices, Pulses, Dandelion, efc.)
Fruits
Citrus fruils
Berries, Cumants
Grapes, Raisins
Figs
Olives
Bananas, Plantains
Muts, Coconuts (Copra), Palm kemels
Other fruits, Apples, Apricots, Chierries, Dates, Nectarines, Peaches, Pears,
Persimmons, Pineapples, Plums, Quinces
Flowers, Bulbs




gk 239 Trees. For manufactures of wood products,sce 8*%,3 and 844,391
.2391 Forestry, Fires, Fire prevention, Reforestation
2392 Lumbering, Timber cutling
2393 Barks, Cork, Cinchona
2354 Saps, Resins, Gums, Turpenting, Naval stores
2395 Rubber (includes all natural rubber). For manufactures of rubber products and
synthetic rubber, see 8%*.324

24 Animal husbandry

241 Practice of veterinary medicing, Outbreak or incidenee of animal diseases where no
question of exportation is involved

242 Domestic animals

2421 Beasts of burden

2422 Stock raising

24221 Cantle

24222 Sheep

24223 Swine

24224 Poultry, Eggs

24225 Ostriches, Ostrich farming

2423 Dairying, Milk, Cream

2424 Bee culture, Honey

2425 Silk culture, Sericulture

243 Wild animals, Game laws

243 Hunting and trapping industry

2432 Binds

244 Fur seals. For treaties, see 6% ##7

245 Fisheries {including sponge fisheries). For treaties, see 6**.##6

2451 Other products of the sea, Pearls, Pear] fishing

246 Whaling. For treaties, see 6**.#48

25 Mines, Mining
251 Laws, Regulations
Accidents, Prevention
Precious metals and precious stones
Gold
Silver
Platinum
Radium
Diamonds
Qther precious metals and stones
Base metals
Tron
Copper
Lead
Tin
Zine
Uranium, Other atomic minerals
Other base metals {chromium)
Carbon, Graphite. For fuel conditions, see 8%+.04
Peat, Lignite
Coal
Petroleum, Qil
Natural gas
Helium




§H*256 Olher mining products
2561 Salt
2562 Sulphur
2563 Potash
2564 Sodium rilrate, Saltpeter
2565 Asphalt
2566 Lime and cement
2567 Fhosphates
2568 Asbestos
.2569 Bauxite
257 Quarries, Quarrying

26 Engineering, Architecturc. For housing, see §%*.02

261 Public works, Public construction, For harbors, docks, and ports, sce 9%+.734
2611 Buildings, Markets, Market places

2612 Roads, Highways, Bridges. For railreads, see 9%%.712

2613 Parks, Playgrounds

2614 Public utilities, Electricity, Water, Gas, Power dams

2615 Scwerage, Disposal plants

.30 Manufacmres, Manufacturing

31 Foods

A1t Meat and slaughterhouse products, Meal packing

312 Dairy, fish, fowl and game products, Ice cream, For milk, cream, and eggs, see
8% 2433 and §** 24224 tespectively

313 Grain products and preparations, Flour, Cereals

314 Nut products and preparations

315 Vegetable and froit products and preparations

316 Beverages and beverage materials, alcoholic and non-alecholic
Breweries, distillerics, For liquor traffic, see 8*%,531

317 Spices, Condiments, Flavorings, Leavening praducts, Extracts

318 Sugar and related products; Candy. For honey, sec 8%%.2424

.319 Animal, fish and vegetable oils and lats, edible

32 Animal and vegetable products, inedibie

21 Hides, Skins, Furs, Feathers, For Urapping industry, see 8%% 2431; for
manufacture of wearing apparel, sce §**351

322 Leather and leather goods. For shoes, see 8%%.3511

323 Tobaceco manufachres

324 Rubber manufaciures, including synthetic. For wearing apparel, see 8*%.351

325 Animal, fish and vegetable oils, fats and greases, inedible. For medicinal vils, sco

8%+ 3071

3251 Tung.oil, Palm oil

326 Miscellaneous animal products, inedible

327 Miscellaneaus vegetable products, inedible

328 Cork and cork products

33 Iron and stee] and relatad industries, Building and paving matetials and equipment
33 Iron and steel, Steel mill products
Heavy machinery. For iransportation and construction equipment, see §%+.333
and §**.334
Light machincry, including agricultural and dairy. For household and office
appliances, see §**.343
Foundry and machine shop products not otherwise classifiable




§%+.3314 Scrap metal
332 Building and paving materials (all types, metal, wood, glass, elc.)
333 Transpertation equipment (all types)
.3331 Automobiles, Trucks, Buses, Motorcycles
3332 Railroad, Locomotives, Cars, Signalling devices
3333 Alrerafl. For military alreraft construction, sce 7%*.5622
3334 Shipbuilding (all types, sizes, except naval). For constnuction of naval
vessels, see T#%,5621
334 Construction equipment (all 1ypes)
335 Communications equipment (all types)

34 1lousshold, office and schaol fumishings and supplics. For silverware, sce 8%*.38; for
glass and chinaware, see 8%*.3931
Fumiture. For antigues, see 8**.33
Floor coverings, rugs, carpets, linoleum, etc,
Appliances (all types), Electrical and gas appliances
Draperics, Curtains, Shades, Blinds, Venctian Blinds, Awnings
Household linens, Beddings, Mattresses, Pillows, Cushions
Other household, office and school furnishings and supplies
Kitchenware. Pots and pans
Office machines, Adding machings, Calculators, Typewriters

Clothing, Textile industry
Wearing apparel (men's, women's, children's and infanis’)
Shoes, all kinds
Hats
Accessories
Coton manufzctures, Thread, Piece goods
Linen manufacoires, Thread, Piece goeds
Wool manufactures, Thread, Piece goods
Silk manufactures, Thread, Piece goods
Hair manufactures. For beauticians' supplies, see §¥*.395
Tute, hemp, Max, coir yarn, reed and straw products, rope, burlap, baskets
Synthetic fibers, Nylon, Rayon

Sporting and athletic equipment, Recreational cquipment, Toys and games, Musical
supplies and equipment, Smokers' supplies, Theatrical supplics and equipment

Photographic apparatus and Suppiies. Artists' supplies, Paintings, Pictures, Camems,
Printers' supplics

Jewelry, Gold and silverware, Precious stones, Clocks and watches, Antiques. For
mining of gold, silver, precious stones, etc., see 8%%.253

Oiher manufactures, Miscellaneous. For building and paving materials, see 8**.332
Lumber, Wood products not otherwise classifiable
Paper, Paper products not otherwise classifiable
Newsprint, Wood pulp
Manufacrured non-metallic mincrals niot otherwise classifiable
Marble, Lime and limestane, Asbestog, Slate, For mining, see §%%.25
Glass and clay products, Ceramics
Fuels and petroleum products, Refingry products. For oil, wells, oil-drilling,
ele,, sce §**.2553
Metal manufacturss not atherwise classifiable, Aluminum, Copper, Brass, Bronze,
Lead, Tin, Zine. For manufacture of iron and steel, see 8*+.331




8%+ 395

396

Beautician and barber equipnicnt and supplies
Toilet preparations, Cosmetics
Scientific and professional instruments and equipment (surgical, dental, optical,
eic.)
Chemicals and dyes, Industrial alcohol
Medicinal and pharmaceutical preparations, Drugs, Disinfectants, For illicit
traffic in narcotics, see 8%*53
Fentilizers
Explosives (nen-mililary) {see also §**,36)
Paints and vamishcs, Stains, Enamels
Soap, Cleaning compounds, Polishes
Chemical specialties, Plastics, Celluloids, Cellulose, Cellophane, Resins
Notions and novelties, Flags, Pennants, Emblems, Badges, Pins
Morticians’ supplies and equipment

Social matters, Conditions (general)
Population, Statistics, Census

People
Race problems, Disturbances, Massacres, Pogroms, Displaced persons, Refugees.
For political refugees, see 74*.00
Language, Literiture
Religion, Church. For protection of religious missions, see 2¥* ##
Manners and customs, Dress, Mede of life
Marriage, Divorce
Welfare of motner and child. For child labor, see 8%*.063

History
Historical relics, Manuscripts
Monuments, statuss, memorials
Public records
Commemorative celcbrations.
Holidays

Education
Advisers
Elementary education, Primary schools, High scliools
Advanced education, Universites, Colleges, elc.
Technical, Commercial, Agricultural
Educaticn of the blind, physically handicapped
Vocational
Reciprocal recognition of diplomas
Librarles (see also S**#1)

Fine arts
Painting, Drawing
Sculpture
Architecture
Engraving
Photography
Music




Amusements, Sports, Recreation
Theaters, Stage, Operas, Muscums, Camivals, Concens
Motion pictures
Sports, Athletics, Indoor amusements
Olympic Games

Societies (including social orpanizations)
Better citizenship organizations
YMCA, YWCA
Boy Scouts, Girl Scouts, Camp Fire Gids
Military and veterans organizations

Eliquctic
Ceremonials
Precedence
Salutes
Ceremonial communications, New. Year's greetings. Felicitation on national
anniversaries, ## country sending felicitations

Entertainment in country **
By the country or its officials
Audience with the chief exccutive or sovereign
Presentation at Court
By private persons and socictics
By resident officers of the United States
By resident officers of other foreign countries, ## nationality

Calamities, Disasters, Earthquakes, Tomadoes, Cyclones, Typhoons, Famines, Fire,
Relief measures (see also §¥*.03)

Public order, Safety and health, Charities
National and state police

Municipal government
Police organization
Protection against fire

Crime, Criminal organizations, Suspects

Traffic in narcotics
Ligquors. For manufacturcs of liguors, see 3**.316

Sex relations, Prostitution, Procurement, White slave Lraffic
Traffic in obscene matters, literature, efc,

Public health, Diseases
Vital statistics, Birth, Marriage, Death
Disposal of the dead, Cemeteries, Cremation
Hygiene and saritation, Quarantine against communicable diseases (home,
school, vessels, aircraft)
Supervision of focd and drugs. For food and drug regulations, intemational trade,
see 4** K51, Materia medica
Practice of medicine and surgery, dentistry, optomelry, psychiatry, pharmacy,
nursing, psychology




Correction and punishment
Prisons, reformatories, jails, penal colonies, farms, etc,

Charities, Philanthropic organizations
Red Cross
Hospitals, Asylums
Salvation Ammy
Institutional homes, Almshouses, Orphanapes
Soldiers' and sailors’ homes (military and naval)
Seamens’ homes (merchant marine)




CLASS Y
COMMUNICATIONS, TRANSPORTATION, AND SCIENCE
Communications (gencral)
Concessions, Contracts
Laws and regulations
Censorship
Postal
Concessions, Conlracts
Laws and regulations
Censorship
Rates, Postage (domestic and foreign)
Fraudulent use of the mails. For traffic in obscene matters, see 8%*,541

Transportation of mail between country or area *% and ##. Usc smaller number for **

Parcel post
International parcel post transportation

Money orders (domestic and foreign)
Postal savings banks

Complainis against service
Nondelivery, Delay, Misrouting
Loss, Theft, Damage, Tampering with mail

Telegraph, Cable
Concessions, Contracts
Laws and regulations
Censorship
Rates (domestic and forcign)

Communicaticn between country ** and country ##. Usc smaller number for e

Codes {commercial and governmental)
Complaints against service
Telephone
Concessions, Contracts
Laws and regulations
Censorship
Rates (domestic and foreign}
Communication between country ** and country ##. Use smaller number for L

Complaints against service




Radio, Radio broadeasting, Radio-lelegraph, Reception, Monitoring (sce also S** #4)
Concessions, Contracts
Laws and regulations
Censorship

Communication between country or arca ** and country or ared #. Use smaller
number for **

Amateurs (“ham" operators)

Television, Facsimile transmission
Concessions, Contracts
Laws and regulations
Censorship

Communication between country or area ** and country or area ##, Use smaller
number for **
Public press

Newspapers, Clippings, Items

Newsgaihering agencies (including news broadcasting), Commentators
Newsgathering agencies (** nationalily of newspaper or magazine and ## country or
area of pperations)

Magazines, Periodicals, Books, Book publishing
Censership of newspapers, books, and other printed matetial

Transportation (land, air, and waler}
Laws and regulations (general)

Land transportation
Land transportation between counlry or area ** and country or arca ##. Use
smaller number for **
Laws and regulations
Railroad, Railways, Rates, Demurrage, Accidents
Rail ranspertation between country or area ** gnd country or area ##. Use smaller
number for **
Street rrilways, Subways, Buses, Taxicabs and other land transpert, Accidents,
Rates
Autombbiles (privately owned and operated), Trucks, Motorcycles, Accidents,
Rates

Air transportation (all types, non-nilitary sircrafl). For air transportation reservations,

see 9*% 72-RES

Air transportation between country or area #% and country or area ## (smaller
country number for *#) (includes regularly established airlines and non-scheduled
{lights, private flights [non-commercial], pemuission for flights). For movements
of military aircraft, sec 7**.58iHf

Laws and regulations (air pilot licenses)

Rates (domestic and foreign), Concessions, Contracts, Subsidies

Accidents (** nationality of plane), Repairs

Airponts, Landing fields, Landing aids, Radar, Landing rights

Fueling




gRe 726

727
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T3

31
732

734

736
737

739

Sale, Purchase (** indicates nationality of purchaser), Chanrer, Registration,
License, Libel

Documentation and inspection, Cargo, Manifests, Bills of health, Entry and
clearance

Water transportation, Merchant vesscls, Merchant maring, Yachts (includes all water
transportation inland, coastwise or ctlier). For water transportation Teservations, sce 9%%.73-
RES
‘Watar rransportation between counlry or arca ** and country or area ## (includcs
repularly scheduled steamship Tines) (smaller country number for **)
Rivers, Canals, Flood prevention

Laws and mgulations

Rates, Concessions, Contracts, Subsidies

Accidents, Disabled wrecked or stranded vessels, Repairs (** indicates naticnality

of vesael; use name of vessel)

Harbors, Docks, Ports, Port facilities, Maintenance jtems and services available to

or rendered foreign vessels, Stevedoring

Taxes on navigation, Tonnage, light, harbor and port dues, Other taxes

Movements of vessels (** indicates registration of vessel)

Fueling and provisioning (** indicates country fucling vessel)

Documentation and inspection, Admeasurement, Cargo manifests, Bills of health,

Ship's papers, Entry and clearance

Sale, Purchase (** indicates nationality of purchaser), Chaster, Registration,

License, Libel. For construction of vessels, see 8*%.3334. Usc name of vessel

for “libel™ only

Navigation (land, air, and water), inland, coastwise and other
Aids and menaces to navigation, Signalling devices, Radar, Radio beacons, Light
honses, Lightships, For “LORAN", sce 900.741-LORAN

Personnel, Crews, Seamen, Airmen
Discipline, Insubordination, Mutiny, Tiegal acts commilted by the crew on vessels
and aircraft (il treament of seamen, descrtion, abandonment). For seamens’
homes, see 8%*.576
Merchant marine schools and academics
Admission of nationals of ## for visit or smdy

Science (general)
Rescarch and development

Scientific institutions, Laboratories, Bodies
Scientific publications, Films
Scientfic facilities and equipment
Utilization of sclentific and technical personnel
Govemment's relation to science
Scientific training program

Physical sciences
Mathematics {arithmetic, algebra, geometry, trigonomerry, calenlus, differential
cquatlons, graphs, statistics)
Astronomy (theorctical and practical, celestial bodies, tables and atlases,
navigation)
Physics, Rheology, Crystallography
General mechanics
Mechanics of fluids
Mechanics of gases




048134 Optics

8135 Heat and Cold

8136 Electricity and magnetism (gyroscopes)

8137 Nuclear physics and nuclear chemistry, Cosmic rays, Heavy water

8138 Atomie and melecular physics

8139 Miscellaneous, Time, Calendar, Weighis and measurcs

B4 Basic chemistry (analytical)

815 Applied chemistry

8151 Liquid fuels and lubticants

8152 Resins, rubbers, plastics, auxiliary chemicals

8153 Pharmaccuticals and antibiotics

8154 High performance futels (liquid monopropellants, solid prepellants and
explosives, bipropellanis [fuels and oxidants], combustion-and flame
phenomena)

8155 High temperature matcrials

8156 Fats, faity waxes, soap

8157 Cther industrial chemical products

81571 Industrial explosives

81572 Gases

81573 Agricultural chemicals

81574 Leather and glue

81575 Inorganic NEC {potassium nitrate, sullfuric acid, etc.)

8158 Chemical warfare

816 Metallurgy

82 Eanth sciences. For travels, expeditions, and explorations, sec 031.4%#4#
£21 Geography

8211 Geographical names

8212 Mapping, map analysis, surveying

822 Physical geography

823 Geography of setilernents

824 Military geography

825 Human geography

826 TPolitical geography

827 Economic and commercial geography

828 Geology

829 Geophysics

8291 Geodesy (size and shape of the earth, variation of gravity, etc.)
8292 Geophysical prospecting for location of mincral resources
8293 Hydrology (distribution of water, underground water sources, dams)
8294 Meteoralogy

8205 QOceanography, Oceanic organizations

.8296 Seismology

.8297 Terrestrial magnetism

8298 Miscellaneous (vulcanology, tectonpliysics, e1c.)

.83 Nanural sciences
.83 Biology
Biological warfare
832 Botany
Zoology




Medical seiences (dentistry and human reactions to environmental elcments,
cfc.)
Medical aspects of radiclogy, radioscopy. chemistry, and biology including
warfare

Electronics (communications devices, radar, sonar, etc.)

Engineering
Civil engineering
Sanitary and public health engincering
Mechanical engineering
Eleetrical engineering
Mining engineering
Ordinance engineering (propellants, pyrotechnics, ()]
Aeronautical engineering (supersonic, e1c.)
Engineering, Power plants
Chemical engineering

Other sciences, Philosophy
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1. Hage Iscrsase in Currency Olroulsbion ‘=g o
Ixchsnge Auttiona £

Higher age
Brazilisu National Stesl M3
Ords Dam im the News Agein
Fertiliser Flant Insugurated
Proposed Pipe-Line )
il Shale Flsmnt for Bracil
041 Well Drilling Equipment
10. Outbourd Motor Fyoduotion Btarss
Ay Minister Refuses Permimplon for Domestio Operatiom
of VARIG Cearsvellas
12. New Finenolal Direoter of tha Faderal Rellway System
1%. Esginesrimg Club Recomnendations on Hail Defiolt
14. Prospsot of Sepaxate Communieations Ministry

Wm&nmﬂﬂﬂﬂm=
The outetuading currency -issus st the emd of September anounted

40 Cr$l77.00 billiom, representing ax inorease of Or$g.5 billiom
during the month of Beptenber, foxr 2 totsl incresss pince the end of
1959 to Or$25.4 hilliom. In 1959, the imorense during September
amounted to Cr§3.2 billion smd the imorease Auring the firet

months of the year amounted to Cz#l.6 biliion. {ONCTASSIFIED) 3

‘ : Infoeuabion is met yei seailable to indloate the ..
causen of the hige lmoreass of money R4 @updng he pant mofih.=
T4 seeus likely, Howsver, that the inorende wes at lesst partilyS
induced by oredit mmin at the Henik of Brasil, poseil

comsotion with the eleotoral o It is pertinent
to mote that during h'nnt mﬁ%ﬁ“. net B’:nk -
|_an11 losna 0 the Lreasury m by Or$2l.4 billion as
conpared with Cr$iS.1 billicn : “Shy’ wame gerdod of 1959. On tho_l
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other hand, "other" leans by the Bank of Pramil. expanded durding the
first eight months-of 1960 by Cr$27.2 billion, of whioch Or§10.6 bild
lion tock plmce during the month of August alone. In 1959, ‘other" -
lcans the Bank of Brezil inoressed during August by only" -
Orf2.2 1ion, while the inorsase during the first eight months

of that year sggregated Ur§l0.8 billion. (OFFICIAL USE ONLY)

Auotiong:

The so-oalled "extra! mmlss of 150/any foreign exohsnge certif-
jontes in Rip and Suo Paulo smoumbed %0-45,8 willion on September
27. This compered with extra seles of $2.9 rillion on Bg?gmhor 20
and previous. "extra" msles of about §1.5 willion at each weekly
suotion, - - (U'HUWSIFIED}

1 It was widély yumred that the sudden huge inoreass
in the demand for the 150/day certificaten was induced by speou-
lation that the Bank of BErazil would reduce the offerings of theas
asrtifioates after the elections of Ootobar 3 or would ingresse the
prioe st which they would be available. Bank of Brazil has
dended &11 such TundrE. : _ {URCLASSIFIED)

3. Hieher Minimw Wages Prowiged:

On September 30, President Xubitsohek axnounaed that new legal
minimun wages would he deorsed by no 1later than mid-Ooteber, and
that the new minioums im each region of the country weuld be 50 to
60% abgve prasant levels. He said thet sooisl justice mede higher
minimiun wages inperative, but that the iswuance of a decrss would
be postponed until afier the electlon in order to avoid misinter—
pretation of the administration's sotion as an effort to influsnoe
voters. In the same statemand he aclmowlesdged that agieenent in
many bf the 28 reglonsl miminum woge ocommissions (opmposed. of labor,
mansgement, and government reapresentatives) had not yet heen resched.

. o E (UMOLASS XRIED)

t Vioe Prestdent Goulary snd lsbor Minister Batlata
Ramos mede strong efforis t0 pash threugh sgreemsmt om higher
minimm wages prior to the elevtion, but time rem out. Prasumably
the President's apseifio yromime that higher ninima would be deorsed
within two wasks was oemsidersd by the sdministraiion to be the woRd
effaotive pre-slection aotion possible im the oircunstances i

(OPPICTAL U8E ONIY)
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4o Hat A iy et j
The Braaﬂ:.an Netlonal stul mn bas been :t.mportins ptesl
plates to supplement demeztio production. It now has besn announced

thet ne ateel pmdunta will he’ :hlporud. for resale by the Netional
Bteel Mill after Jenuaxy, 1

The Hnt:.on.l Steg) MI11 insugurated 145 eighth open—hearth
- furneace. ¥aatad to inoresse "Volia Redonda's” armual
oa,pnoiw 'by 200, 000 ons of ingots, making the total capacity
1,300,000 tons of stesl ingols per annum. (UNULASSIFIED)

5.  Qpdh Dan in the Nevs Acaint

Orfs Dam, Cezxd, the scens of panic duwring unususl flooda last
year, is in the news ogain. The engineer in charge of repairs snd
acompletion of the up:L'Liw threatens to dynamite the dam to avodd
repetition of tho 40 downatresm population nnless construc-
tion funds ere ed. The report states thad the 800 millien

orugeiron (SI-.OBD.OGU) apprepristion for the Ords dam wWas diverted
to construct the Fortalesa-Brascilia highway. (tm(JIrABSHIED)

6. Zextiliger Plant Insusurated:
OAMIG, Btate of Mines Gerais-contzolled Compsuhia Asricols de

% gﬁgﬂ, hna ;I.na.ugunt-n Ats fertilizer faotory nesr
to- produse 25,000 tons per year of ground
apatite: (phosphnt-) rook. (UNGMBBIFIED}

Ts mm_uﬂmi

: 4 government oomﬂtn has recemmended constructiom of a pipe-
14ne from Rio de Janeirs to Balo Horisonts to move {h. troleun productiss
No detwile axe givem mopt that it would parallel highway om
. which the. preducta are and have sn dnitial capacity of
25,000 barrels per dey, 1o be dnublad l.lior. (MBH)

8 Qi Busle Misat for Beapidt

The loosd prasg reported that a biimmm shale plant is being
} projeoted by Soviet technioians. '.Eh:l.l plant, which weuld be the

L
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third in the world, would hava capadity %o produce more than &
willion oubio meters of gas per day and would be gonstruoted near
a lapge shale deposit on the horders of the Parsfoe River. Eeside
bitumincus gas, the plant weuld miso produce rubber and other
chemioal products. ' - (UNOLASSIFIED)

Comnent: e plant belonge to Jomps ; Bocha
m‘, which 1; e_bjna.wghg 1'&%%%—
hamgabe (state of 30 Paule). Imst Jamusvy, three Beviet enginsers

-wigited Brazil o study the- possibility of this project which now

hag bean vnoed, (See WER o, 5 and 12, J d h
18, reupe) : 2 i %Q‘mzmg

9: 04} Well Dpilling Equipments

A new compsny hes been formed in SS¢ Psulo to mamifacture oil-
well drillimg equipment. It $a pmid to be formed by "a well knowm
iustrian gtesl construction firm" snd the Murray-Simonsen group of
Brazil. ~

10. Cuibonrd Noter Broduction Startss

arohinedes” cubtboard motors sre mow being made in Prmell
under-1icenss from A.B, Eleotrolux, of Swadan. The 12 HF model
B-22-N i3 heimg built by tris de Motorss Maritimos MOTOMAR,
%LAElall;EQ'iﬂmﬂfﬂkx& ks Gomexois e Industris of Rio
o Janeiro. . I ; i

Qofmemty Oubboard mitors are the work-horse of the interior
vhers transportation and tysvel are ei the rivers amd streanp. The
menufsature im Prasil of 12 HP motorw may well precluds, in due
time, importation of mimilar wires, whish are mainl of U.d,. manuy
facture. | s | ) 1 (OFFICIAL USE ONLYﬁ

vl B ;h

S ialthe Ha1ld Tonedd the
TPl of the Director General of Civil X ':‘Epﬁu‘ti‘oi Direbtorute

of n/ Tequest by Varig that the uss of the eaxrier's Oarsvelles iu

u decision of Heptember 22, Alx

- dompatlo. | be suthorized. In his stnbemant- tha Minister
i Wi o '%%g;syuu hed always declared that ths Csravelles

‘"P.!ﬂé\!a Ck
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were not inteaded for operatiom om domestio routes, where the/use
of such sdvenoed equipment would foroe the government %o grant
foreign exchsmge for the purchese by other domestio capriera’ of
competitive airersft. Ihe Minister ptated moreover that
configuration and high speed of the Garavelles would agzrayate
the problem repremented by 4he excean capmoity slrsady’ being offered
domsstically, The Minister recomuended to DAC that it study the
pospibility of reconoiling the public interest{marked by the need
to preserve forsigm exchenge snd to ourb excess olﬁnﬂw) with
' SIFIED)

Varig's meed to utilize ite squipment better. (

%ig%%l Vari§ hes slways imtended to operate the Caravelles
domes 1o , but for teotical yurpomes comnected with the bitter
gontroversies of mid-1959 ever the oridis in commercial aviatiem
and its relajiomship teo purchases of Jet eguipment, the company
tock the publio pesitiom repeatedly that 1t had mo intention of
operating the twin jet within Brazif but rather that 1% would be
smployed in "chsmge of gauge" mervies from Rio de Janeirs/Bae Paulo
$o Buenoa Alres, An Embasey-officer has besn told by = senior Varig
offioial that the compamy is cenfidemt that Prasident Eubitaschelk,
after the elsotioms, will everrule the Air Minigter sad permit the
Caravelles to bs placed on imbernational routes. It im undoubtedly
trus that Varig csmnet eperate 4he Caravelles economically if they
are to be limited, as at preseat, to thrice~weskly round-trip
f1igh¥s between Rio de Jameiro smd Argentina., (OPPICIAL UBE ONLY)

12. WMMM=
gt z
At & stockholders' meeting om Beplember 23, Maric Pives whi

slected Fimangial Dirsster of the Federal Railway System (R8de =
Ferrovifria Federsl §/A-RFFSA). He replaces Newion de Faive
Pereirs who had resigmed the post following a poliecy difference
with the mejority of the Réds board of directors ever the purchase
of reil dissel osrs, with part ef the EXTN Bank $100 million
railresd equipmen® loam, from the Pudd Company of Fhiladelphia.
The mew dirscter, who will serve until 1964, is reported to be
olege to presidemt Kubitschek, ‘It he is not known to have had
sxperiencs in railresd matters. (UNCLASSIFIED)

Comgenys Newtom de Faiva submitted his resigmation whem he
refused te ge aleng with the majority eof the aethar dirsctors ef the
Ride in cenfirming sa earlier decizisa to make the controverted
Padd purchass of the EDO'm. Paiva fald that = lewer bid for the
constyuction ef the carm-submitted by ACP should have been mcospted.

| he suggestions in Congress sud in the press that the order had
- _
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basn placed with Budd beosuse of irregularities led %0 & publie
exchange of accusations and counter~accusations hatween Palva and
the present Jommsrcial Divector of the Réde, Gersldo Masomrenhss.

(OPFICIAL USE ONLY)
13. mﬂwwwuuﬂms e

On Ssptember 20, the Engineering Club of Rio de Jsneiro deliver—
‘ed to Ernani do_ Amaral Peixoto, the Minlsber of Transportation,
Cormuniostions amd Fubllc “Worke, s gumnsry report of the meries of
leatures, held under the suspices of the olub, comceraing the
csunes and oonsequences of the defiolt of the Federal Railway
System. Among its recommendations, the report ﬂ,nelua,oa tha
yevinion of rate paliey go as to0 permit flexibility in the tariff
atrupture; the alimipation of uneoonomic bramch 1inee} the crestlon
of a rajlroad fumd to provide 4he necemsary fumda for a econtinuing
osplitel invegtment program} $he concession of exchange fsvora to
railwaye to the sams extent that they were grambed to other means
of transporiation} adminigtrative measures %o insure the transfer
of excese peracnnel o other faderal agencises ami--aa the lmst
auggestion--the elaboration of = coordinated system of transport
within Brazil.

Cognentyy The recommendations of the Buginesring Club vere
quite similar to those cutlimed by the Réde dirsctors im thelr
gomments on the Hyeten's problems in thedr swousl peport for 1959,
which was the springbonrd for the Club's series Of disouasions
(BWER 4, June 87 WER 15, April 11). ad maturs of some of
the suggestions illustrates the slze

haw much there is todotobugntobrhsthamﬂm

of heslth, Thedforts of the Club may mot have any tangible
immediste effects tub its contrituiion to m general swarensas of
the sericusness of the railrosds® plight can be fruitful in the
long yune - (OFFICIAL UBE ORLY)

Tn the mee¥ing in whick he adcepted the Engineering Club report
on the disougeions of the rail defioit, Miniptex imaral Pelzoto
sisted that before the ead of this year he would dellver to Presideat
Kabitschek n araft of & law orestimg a Minietry of Commuications.
fn his commenis, Amarsl Paixoto remarked that 1t was humenly
impossible for cne mam 4o operate his present ninistry, which
snconpesses all trapeportaticn exospt oivil eviatiom, compunications

L'm public works. Amarsl Peizcto observed that, in sdditiom to

OFPICIAL USE ONLY

s |




Page T of

QFFICIAL USE ONDY Encl. No.—__
(Classification) Despi No. J14

Fro A

the separats ocomminioations entity, other ministries, including
one for -groumd tmuport, n.i.ght be subsecuently oremted out of the
preaent ministry. {CPFICTAL USE ONLY)

1 From every point of view the presemt Minlatry of
Transportation, Commniostions awd Public Works ie an sdministra-
tive momstrosity, and ite division into at lesst two separats
ministries has lomg beem recommendsd by a wide variety of suthori-
then. The orentiom of & separate Ministry of Communiloations would
be & step forward but it would by mo meams solve the fundamental
diffioulties which make Braziliam commmioations ohgotic. In any
ou@e, Amaral Peixoto ham been italking about the necesgity of m
acpm‘h communicstions ministry for at least a yemr mow but

sotually very 1ittls has been dome in the way of studies and plasniwngs
'.Eha eatablichuent of a deadlims may now stimulate soms actlon.
{OFFIOLAL USE ONLY)
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Industry and Investments
Agrioulturel Development and Policy
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Transportation and Commnication
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Finance

East-West Trade
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Summarys

The local money market has reached ita tightest point in many months. Fayment
of trade bills are very slow. Although 8 good volume of exports ls moving out,
countervailing forces appear to be stronger, leading to an inareasing scarcity of
funds, A large amount of Bank of Prazil noies are being placsd privately, thua
drying up excess funda in the hande of individual investore. The shortening of
sales terms by S0 Paulo and Rio manufacturers has had the effect of reducing the
flexcibility of local firms, GCoca shipfhents have been slew, warehcusing facilities
are jammed, GCACEX has preduced the scale of its purchasing operations and thereby

- the flow of funds from that mource into the market hes dropped. Cocom traders arve
awaiting the amouncement of & new marketing plan, expected to include sweaping
changes from the present set=up under CACEZ's control.

od% 1

Figures recently relessed indicate that there has been an increase of aboub
23% in the average daily produstion rate of crude oil this year. In this regard,
a decrease of sbout 22%; by valus, in Brazilian petroleum imports &s compared to
last yoar has been reported.

Accompanying the increasing tightness in the money market payments of trade
bille both loeally and in the interior have slowed congiderably since last month.
The situation is presently the worst it has been for many months. Relail sales
are also reported to have fallen off mubstantislly, Some small to mediua @rea
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report stles to be off by s mich as 85%.

2, Industry and Investments.

(a) Germen geologists Koenihg and Kramer {see Economle Report for July,
19460), in company of Brazilian technicians Neiva de Figuelred of the Conselho
de Desenvolvimento and Mesars, (nofre Chaves and Fausto Soares of the Departe-
ménto Nacionel de ProdugHo Mineral, have been conducting mineral surveys in
Jequié, State of Bahia and in surrounding towns. At & meeting held recently
at the State Flanning Commission (CFE), these gentlemen discussed thelr initial
study impressions and suggested measures for an extensive program, baving in
mind the establishment of &n iron snd pteel indusiry in Bahia, Samples of
minerale collected will be sent to thelr mining laboratory at Hannover, Germsny
for examination. To eveluste the extension of the mines, a large group of
geologists and topographers are scheduled to arrive from Germany in the neayp
future. The geologists will submit & report to the West Germany Government for
the purpose of determining the cost of undertaking this assistance progrem.

(b} It has been reported that the 3tate govermment will subscribe to
shares of the "Frigorifico Unifio 3.A.", a cold storage plant to be constructed
in Selvador (see Fecnamic Report of July, 1960). The capital of this oubtfit,
which was originally foressen at 80 milllon cruseiros, will be increased to
200 million c¢ruzeiros through State support., The Compenhia Docas da Bahis will
aleo participate in this enterprise by granting an area of 5000 sguare meters
of the port area where the storage plent will be built. Construetion is
axpected to cormence shortly. It will have a storage capacity for 5,000 Lons
of merchandise in addition to an ice factory.

(¢) The Governor of Bshia signed a law dated September 1, 19460, which
anthorizes the Executive Power to guarantes, in the name of the State, a
supplementary eredit account with the Banco National de Desenvolvimento Ecancw
mico, in favor of the Centreis Hlebtricas do Rio de Contas S/A. This compsny
will be the supplier of hydroelectric power from the Rio de Contas (see
Economic report for May, 1960). Orsdit in the smount of cruzeiros 646 millicn
was reportedly awthorized for the exclusive purpose of finishing the construc—
tion of the Funil hydroelectric plant, transmissicn lines, etc, to supply
elestricity to the following Bahien towns: Jequié, Ilheus, Itabuna, Iplau and
Ubatén. The State government has also been sutherized to subscribe 200 million
cruzeiros for additional shares of the Centrais Eletricas do Rio de Contas 3.4,

3. Agricultural Development and Policy.

(a) Cocoa, The cocoa market is quiet in anticipation of B new marketing
plan to be annocunced ashortly. The general feeling is that the plan will
represent & sweeping change from the present set-up. The most persistent rumor
is that exports will be returned to private firme but that a speciel marketing
board, patterned after those in existence in the cocca exporting countries of
Africa, will be set up to control the over-all merketing policy, establish
minlmm export prices, etc. Tosta Filho, Director of the CACEX has been talking

[ uxcrasswraen
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about shifting the control of cocca policy frem CACEX to & new agency for some
tine, and 1t 1s generally thought this will reprasent the core of the new plan.
Since legislation would be necessary to oreate such a marketing board and this
is an election year, (especially with Janio in) it will probably be meny more
months before it could legally begin to function, There are 8lsc rurors thakt
negotiation of part of the exchange derived from cocoa exports is to be
permitbed on the free market,

Bstimates for the total Bahim 1960-61 cocoa crop now runs from the lowest
of 2,000,000 to the highest of 2,500,000 bags, reprementing & 15-30% decrease
Gver last year's bumper crop, A reliable source estimates that the main erop
will be a meager £00,000 bags, First hand reperts from the cocoa zone imdicate
that, in sddition %o the well publicized losses from pod rot, the trees simply
are not bearing much fruit. Whether the ¥nstituto of Cocom or the growers will
attenpt to rectify this situation is questionable, They have been warned by
experts that if the situation remains unchecked thely production will continue:
to fall off.

Deliveries into the port of Ilheus have agein dropped with & return of bad
weather and consequent disruption in trensportation facilities, The exporters
are presently paying Cr$800.00 per arreba of 15 kilograms in the interior, and
the cooperatives, CrieR0 to Crf830,00, Exports through July ¢f this year were
1,113,00 bags of 60 kilograms each compared to 650,000 bags during the same
period last year,

The cocoa product memufacturers heve received no allocation of beans so
far from this year's crop, &nd &8s a result most of thelr plants are shut down.
Some are workdng off small stocks of beans for their own account to f£111 orders .
for paste and buttsr from the shocolate mamufacturers in the South. (ne local
mamufgeturer has just started production, on a small scale, of the only choco-
late made in Bahia.

The lecal press has given mach coverage lately to contrsband cocos
activity. Two small Brazilian motor vessels "Neves" and "Presidente" suposedly
engaged in the business of smgpling cocoa, have been confiscated by the lecal
authorities for investigation. The owners of the vessels have disapeared and
are believe to be in Dutch Cuiana, It is well established that cocoa smggling
12 net new to Bahia,

(b) Lastor Sged and Gastor Cil, Castorseed continues to arrive in Salva-
der in quantity, and the local oll processora are crushing st full capacity.
The prospect for & good crop in Brasil appears to have had repercussions in the:
world oastor oil market. Spot prices have edged downward slightly and futures
are off sbout B~10% from the prices prevailing a month ago. There ia some
feeling here that prices are more realistic now and should have the effect of
encouraging present consumers to continue to buy castor oil rather than look
for cheaper substitute products. It is reported that the entry of a third oil
manufacturer here will raise the annual requirements on the local industry to
90,000 metrdie tons, Since the awal crop in Behia hes averaged sbout 70,000

UNCIASSTFTED
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tone over the past decads, this should provide & congldersble stimulus to in-
creased production. This year's crop ip still being estimated at about 80,000
tond.

(o) Tobacco leaf, Offers from abroad, ere still about 10% below what the
exporters Bre asking. The leiter arve rogisting the price pressurs, &nd ag a
result sales contimue slow, Remaining stocks Trom this year's crop are estimated
at 30,000 beles (75 Kdlegrans) of top grades and 20,000 bales of nedivm grades.
Tt is generslly felt that to move these remaining stocks the exporters will
eventually give in end accept the lower prices. Prospects for the new crop con-
tinue +o be very good. As noted previously, pdantings were lerger than usual,
and up to now weather conditicns have been very favorable for this crop.

(d) On September 10, 1960 Governor Jurscy Magalhfes officially inzugurated
the MEnpresa de Coneervagio do Solo, Agua e Necanlzacgfo da Lavoura (ECOSAMA S.A.)
This compsny has been established for the purpode of assisting the State governm=
mert in the general services of agriculture and rural engineering such as forest
cleering, construction of water tanks, wells, farm roads, irrigstion sysiems and
drilling of ertesian wells, The State government will owr half the capital and
the remainder will be subscribed by banks, agricultural, industrial and commer—
¢ial orgenizations, cooperative and private individuals. The registered capltal
is 20 million cruzeiros and will be increased to 150 million cruzeiros by the
gale of nominal shares in the amcunt of cruzeiros 1,000 each.

(e) Mr. Van Derwey, prefessor of the Institut Agronimique de Gembioux,
Belgium, has arrive in Salvador abt the invitation of & local firm to give ins-
traction and act in an edvisory capacity in connection with the cultivation of
the dende trea, Dends grows wild in this State, The frult produces & palm
oil which has meny useful purposes and is presently used in this locality for
food seasoning. This firm presently operates on a small scale and ships the
o1l to Sto Paulo in bulk where it is forther refined and distributed.

L. Petroleum,

(a) Petrcbras announced that the deily sverage production of crude oil is
up 23% over last year — 75,000 barrels this year a8 compared to 65,000 in 1959
and 58,000 in 1958. It is estimated that nationsl production is thus supplying
the equivalent of about 29% of the country's requirsments. Imports of crude
oil ané refined products were down to §109 millien durdng the first six menths
of 1960, as compared ta #139 million and $1,3 million during the comparable
periods in 1959 and 1958. Crude 6il production reached the record of 50,000
barrels deily on Septembsr 12, 1960.

(b) Petrcbras announced that & new oil field, tjacarandaf, has been
discovered in Bahis approximately cme mile sonth of 58 Sebastifio, The petralenm
1ies at a depth of 2,126 meters.
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5, Transportation and Communication.

{a)} The Rede Ferroviaria Federal has authorized 1ts railway branches to o
grant 8 discount of 50% in freight chsrges of animals and obher preducts des—
tined to agricultural and animal expositions, &8 well related equipment ln
sonnection with the expositicns. A passenger discount in the same amount has
also been extended to individuals interested in visiting the expositions,

(b) The MORVACFRIDE, one of the most modern vesssls of the Ioore McCor—
mack Iines, called at Sslvedor recently on her maiden voyage, The captain
hosted a buffet luncheon, inviting local officials and businessmen to inspect
the ship, The vessel is 48l feet long, has & speed of 19 lmots and a capacity
for 40,000 cubic feet of refrigeratcd cargo. The ship is air conditioned
thronghout and is reportedly the first of several such ships sehaduled to ply
in Latin American waters.

{c) Radio-Itapof& has announced.that it will inaug.u-at.e' its television
station on November 19, 1960 with & roundup of the highlights of Bahia during
the year., Selvador has been on the verge of TV for meny months now, The tower
is erected, equipment inetalled and personnel are in the process of being train—
ed, Although the original target date has been missedby about one year, it is
assumed that Bahia is now oleae to live television.

6. ILabor.

(2) Graphic art employess have held meetings at their Union (Sindicato
dos Travalhadores ne Industria Grafica) demanding an increase ink their
salaries.

{b) Port workers of the Companhia Docas da Bahla heve obbained &n increase
of 40% over their former salarles,

(¢) Bank and commercial employees are still demanding, through thelr
Unions, an incpease of 50% in thelr salaries.,

Cost of living in Bahiz continues on its upwsrd trend and is creating a
serious financial problem for the lsboring classes.

T+ Financa.

According to the State Internal Revenue Department, Cril.l28,262,769 wers
collscted during the first nine months of 1960 which constitutes an incremse of
Cr§194,273,166 over the same peried in 195%.

8, East-West Trade.

Fxports to Soviet block countries during the memth of September were as

- |
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follows: Poland 1,417 metbic tons of cocoa beans; Yugoslavia, 300 tons of
gisal fiber; Czechoslovakia, 179 tons of cocoa beans,

FCR THE GUNSULi

Paul B, McGarty
Amertean Vice Qonsul

Gopy to Embassy, Rio de Janeiro.
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I_I SUMMARY

The elections temporarily put. the meat shnu‘tage, the ceffee problem
and the cost of living on page '2 of mest of the nswspnpern but they have
since returned to their formeriy preminence.

The meat supply inecreassed slightly, but se did the price; coffes
exports dropped again and the coet of living continued to rise,.

Wage demands reached fever pitch everyone expecting sumething to be
done before the elections about incremging the minimum wage., Nothing was
done. Ratail trade is very goody guite a bit higher than last jear, and
credlt has eased somewhat,

The Bank of Bosion is plamming to epen a brénch in Curitiba’in the
near future. It will be the second American bank to eperate here,e
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TI AGRICULTURE

1, Coffee: TFrom July through September sbout 1 1/2 miliion bags of
coffee from the 1960/6l coffes crop were semt to Paranagui thereby adding
to the abundance already in the warehguses. Tha werehouse construction
business contimies te boom in Pnrnmgua, Curitiba and Ponta Crosea, warshouse
owners being the only element inclined to look with faver upen the 1.B.C.'s
coffee policies.

Shipments of coffee out of Paranagua amounted to 180,000 bags during
Septenber, the port of Antonina erpnrting 50.000 bags during the same month.

SOURCES: Wiiério ‘do: Parand®, Sept. k, 13, 14,16,18,27.1960

"Eetade do Paranf: Sept.il,16,21,27,28,1560
"G Ma® 3 Sept. 1,1960 =

B ,.TjriL‘num do Paranats Sep, 1,u,12,1u,15,17,19il
anlen tbb

B
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An FAO expert made the scmbre prediction that within 4O years Braszil
will be importing pine, today its chief wood export. Sinece reforestation is
somsthiing 1ittle practlced here he may well be right, At a meeting of lumber
producers held in Curitiba the same problem was discusscd. FParana and parts
of Santa Catarina have larpe reserves, cepecislly ef pine, Imt through indis=
criminat-e cutting the reserves are dwindling.

Sources: "DMario do Param"- 9/1?; 9/21,1960
"Egtado do Parana®: 9/15- 9/17¢ 9/2L.
"Gazeta do Povo! 9/71/6c

3. Waeat Flagues:

Western and Central Parsna wheat plantations are being hard - hit by &
plague of lizezards. The state Secretariat of Agriculture is distributing
insecticides but it is expected that further damege mey be done. The wheat ecrop
of the munmicipio of Toledo in Parand (about 400 tons) has been attacked and
may be a complete loss,

Sources: "Diario do Pamnn"- g/23/60
"Egtado do Paranafs 9/29/60

TILABOR

1, Miniygum Wage

Deapite the usual flcod of promises and rumors nothing has besn done
about increasing the minipum wage, Vice President Jodo Gouldiart in a Press
interview one week limfeore the eleotions sald that new mininums would be
ammounced on October 1, with Curitiba workers reeceiving & miniwum salary of

. Cr§ 6.750,00. Since this 1s half of what lebor umions here have been demanding
" Goulart's words were hardly comfertinga

The demands of cther laboring groups for inoreases continue to be
aired but it will probably be the end of the year before any incremses are
granted. Metal werkers want a LU5% raisg civil construction workers 50%; and stevedorse
0f., Bank workerej taxi drivers and chemical workers have besn asking for siwilay
incresses.

Sources: "Diaric do Parani¥; 9/13;9/1619/13;9/22;9/25;
)
"Estado do Parapa®; 9;’2-;9/1319/21;9/29.
"0 Ma%s  9/2e; 9/
"Tpibuna do Parenafs 9/12; 9/28; 9/294
2. Pricasl

achieve its ebjective. (see last menth's despatch). .u.th-ugh the stores wers

The *Day of Protest' agaipst the high cest ef living natwrally failed te
cloged the
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clesed the employees were present, engaged in merking up the prices. Business ‘
before MProtest Day" is ssid te have been exceptionally goed, -

Meat incremsed to sbout Cr§ 140/150 per idlo and is expected %o go &8 high
as 200 per kilo kefore long. Consumption hes been dropping with the increase in
prices.

Sources: Pergonal observation, -
"Hario do Parana': Sep. 1,11,13,14,17,18,196
"Egtado do Parana™: Sep.ll,15,16,1960
"0 Diaf: Sep. 13,15,16,17,18, 1960
"Oazeta do Povo™: Sep, 16,17.

IV TRANSPORTATION AND COMMUNICATIONS:

1. Inbernational Bridge

The bridge connecting Perané with Paraguay cver the Parand river is in
the finishing stages and is now scheduled for opening on Decerber 15, The bridge
will have an open span of 303 meters making i1 the largest arch-type bridge in the
world, An increase in cormerce and tourisn between Paraguay and Brazil and the
opening up of & direct route to the sen for Faraguay (¥hrough phe port of Parana-
gua) will be the economlc consequences of the bridge’s censtructions

Sources: "Didric do Parand": 9/28/6o
Wltime Hora®: 9/29/60
T FINANCE

1. Bank of Boston is plamning to establish a branch in Curdtiba in
the near futurs. It will be the second American bank in Curitiba, the First
National City Bank of New York having opened & branch in Decenber 1959,

COMMENT: First National Oity has been doing exceptionally
well in Curitioas a fact which Boston has certainly not
overlocked, Bank of Boston recently opened greatly
expandad quarters in a new beilding in S&e Paules
Sourcss: Personsl Cemversatlans

VI INVESTMENT

4 Prench company, "L'Inétitut.Francais d'Organization et Productivita®
is said to be nfavorably considering "the peesibility of inveatment in the state
of Parana. The seurce of this information is the director of the Rural

nt of the Bance do Estado do Parana. The French company is said te be
interested in opening & cellylese factery and a factory far the cepstructien ef

; aluinbip tubes
e =
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| aluminium tubes, The factories would be built with Brazilian capital with the
| French providing the machinery. Ihus far 11 of the negotiations have been -
carried on through the wail so it is unlikely that ecnstruction is imminent.

Source: "Estado do Parand®: 9/16; 9/20/6e
VIT FOREIGN TRADE AND COMMEROIAL POLICY

Sumaries of the report of the United States Trade Mission to Bragil,
published recently in "Foreign Cemmerce Weekly™ were carried in the press here
during the past month. The Mission's laudatory cemments en the growth o I the
Brazilidn eccncmy wers smphasized but the difficulties American investors face in
Brazil (inflation, impert restrictlens, changing gevernment policles) were alsc
neted, y

Sourcess "MHario do Parand® 9/loi 9/16/6e
#Falha do Cemerciol 3/12; 9/26/60

Egward M. Resell
American Oonsul

¢os Ceunselor of Efibassy for Censular Affairs
Rie de Janeires

L
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suBiFc.  MONTHLY ECONOMIC REFORT - AMAZON VALIEY - SEPTEMERR, 1960 (pc-# © ®
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|  SUMMARY Y ST H
Sales volumas during September 19650 were reported satdisfactory, reflscting
efficient business activity in the Amazon Valley. Certain businessmen, however,
foresss a drop in the purchasing power of the local pepulation, which may bring
about soms reduction in overall sales, Oredit to business was tilghtened during
that month, perhaps as a result of the present political situation.

XA Eh

Hd A& s

Une Qnly | |

Finsncisl situation in the Valley contirmed unchenged from that reported
for the previous month, Government agencies, however, have out dowm on alloca~-
tione of funds, The Para State reverus office reports a highly satisfactory
oollection of taxas for this period. The average check buying and selling rate
in the fres market was: Cr§l86 for purchase and Cr§l90 for sals to cne US dollar,

Tmport and export business as well ae interstete owtgoing and incoming ship-
mente were normal,
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The conerete bridge over the Guami river serving ths Beléw-Brasilia highway
is now completed and open to traffic, The Bragan¢a railroad has finished laying
track to its terminal at the Belam docks,

DOMESTIC TRADE AND COMMERCIAL ACTIVITIES

I+ was reported by merchants that during September 1960, tuslness activity
maintained about the same level as in the previcus pericd, Heverthelsss, some
experisnced businessmen in this ares have voiced their cemcern regarding a da=
creasé in ths volume of salas for the coming months, due to a substantial drep
in the pecpla's purchasing power as & remlt of conmtimed inflatiom, It 1s i
further explained that pecpls in the Amazen Vallsy are dieplaying tendency to
limit their purchases to the strictly ne \/Mprchants on thelr part con-
$ima to make all possible effort to boost  ¥5lwms, through the extsnsive
use of long-term crwdit and ether sales prometion devices. £

Credit to business during that ﬁmm-q‘,%m tightensd since credit
scurces nesd to make a revision on their eradit pslicy im view of the economlo ! |
and finsneisl proncuncemgnts made by the candidates for Presidency of the ;
Republic and for the Parm State gul borial slon ' _J

unism./n:'f:dmum [ uwomsstrrmn | Finance/
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The financiel situation of the Amazon Vallay during September 1960 con~
timued falr, glthough official fimencing sources 1ike SFVEA, Benk of Brasil
and Amazon Credit Bank, have held back cn the releass of funds, possibly on
account of the slections, Private banks, on the othar hand, kept on pro-
viding financing assistance to industry snd agriculture.

The Psra State tax collsotions during September 1960 were at a normal
level. Tha Ststa adwinistrabtion wes in a pogition to meet all the obligatlone
for that month, snd in addition it had a high ossh balancs for the fallowing
month .«

Thoehsukmingandnningrntainthemhmgaﬁaemmtdnm
this period was: September 1, Crf§18L for purchase, Cr§l8b for sale; September
30, Crid8s for purchase, Cr§l8y for eele, to one US dollar. The exchange
fluctuation during the month was: 0r$183.50 for purchase, Cr§ll7 for sale,
the lowest; Cr4df5 for purchase, Orfldy for sals, the highest, %o ons UB
dollar. Local banks reported a steady demand for US dollars in Septembar,

IMPORT AND EXPORTS

Import businaas in this period was reported active with large incoming
shipnents of raw sheat, chemicals, machinery, cod fish and fruit from Eurcpa,
United States and Argentina, Suhstantial sminnts of Amasonian products were
;mpuﬂad through the port of Belem to Eurcpa, Argentina, Japsn and Unlted

tates.

Interstate cubgoing and incoming shipments were somswaht delayed cn
scgount of irregudar ship schedulga during the firgt half of September, but
bocame mormal in the Jatier part of that month.

TRANSPORFATION AMD COMMUNICATIONS

On Septhmber 16, the contracting company turned over %o SPVEA the con—,
cvate bridge ovar the Guama river, connscting two porticns of the BR~1); Balom=
Brnsm:mmwthetmotmmg\ul do Guama, The bridge has already
bean open o traffic and will be extanzively used by wehicles that reach
Belem coming from northeastern areas through the State of Maranhao and vice-
varea, OFficial inauguration of this bridge will taks placa in Jenuary 1961,
to coinclds with the insugurstion of the bridge over the Tocambins river.

warehouses ANy Cargo
road, & substantial reduction in fraight rates is

l——~ Co0st AmaTican Eubamsy, Rio de Jangiro, Guansbara,

[ uw
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Sfs AN
ACTION
ASS|GNED TO-

1, Santos Dock Compsny Ealses Charges A, D. Ventura
2, Viracopos Airport Inaugurated R, E,

Meat Prises Continus to Rlse = Butchers to

Go on l8-Hour Look-Out A. D

Aiptralian Trade Mission in Sfo Paule A, D.

Corn Products Increases Brasilian Investment = Do van

Nine Months Mumicipal Aceounts E

Strikes

Wage Developments

1. Smitos Dogk Comveny Beiges Charzen

On Ootobar 16 the Santos Dock Company raised alldock sharges—
sxcept rates for internal storags and petroleum products—1y poromt.a
Thie measure was authorized hy the Federal Ministry of Transport to
mest inoreased operating coste ocvasionsd by higher wages and benafits
to dock workers agreed upon st the end of September,

2, Mragspes Adrport Iosugurated

Viracopos international airport ab Cemplnas (see Despatch 147
of Ootober 10, 1960) was officlally opened to regular operation on
Ootober 19, 1960, md is now availabls for jst air iraffic to 3o
Paulo, The conerste landing strip of 2,760 metera will later be
axtended to 3,600 mstere. A temporary passmgsr terminal was rushed
to complstion in 30 days in Ol'ﬂ;"f ; permit the inavguration.

With three price incredieyin phe
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quality besf (outs from the wncontrolled hindquarters) have risen IO percent,
Cuts from the second cuality forequarters (on which price control is exer=

cised) are becoming increaeingly scarce at comtrollsd prices. The high

rrices of meat, which ars dus to the substantially inoreased prises of

slaughter oattle during the annusl "off-seaeon," bave caused meat consumption

to drop an estimated 40 to 50 pereent. To protest the high prices, thres
thousand butchers, members of the Association of Fresh Meat Retallara of the
State of S¥o Paulo decided to declare a jf-howr lock-out on October 26 end 27,
At a mesting on October 18, they almo approved the following additional

measuresi a} comtinue to protest the prics increases, b) campaign sgaingt
reportedly proposed: exportation of meat abroad, and o} ask the locel price y
sontrol commission, the oity government, and the state secrstariat of agrieulturs
md other entitiss to sesist in the campaim ageinst high prices and exportation
of meat,

he  Augtralian Trade Mission in 8%o Paulo

An Auetralian Trade Migeion, mosed of six ibers, visited Sfo Paulo
from October 1, to 18 (pes item 5, Despatch 143 of Octobar 7).

Miselon members exchanged information with S¥o Paule businessmen with
a visw to expamnding Australian-Brasllian trade. The poseibdlity of Erasil
purobaging from Australis such additionsl materials as gine, wpper, spsecial
steels, and coke was disoussad during a vislt to the Federation of Industrien
of the State of 5o Paulo, A diversification of Brasilian exports to Australia
(now moetly agricultural products) to inolude industrisl goods was also dis=
cussed, The posslbility of a direct ehipping lins betwsen Bragil and Australia
is being examined, ;

s.mmw

O the occamion of its 30th anniversary, Refinaglies de Milho Brasil of
Sflo Paulo, s subsldiary of the Corn Products Compmny of New York, anncunoed
plans to invest Gr§l.8 billion to set up & new mill for the industrislization
of corn. The mill, to be the largest and most modern of its kind in Latin
Amerieca, will be located at Mogl Guagu, a town some 100 miles from the oity
of S§o Paule. Construction work is due to stert early in 1561, Most of the
machinery and equipment will be obtained locally, When completed in about
two years, the new plant will employ 500 persons to produce a line of corn
oile, syrups, starches and dextrine,

6. Hipe Mouths ¥umiclpel hocounto

A% the end of nine menthe the 1960 mumicipal mts showed T
totaling Or§l2,615 million and expmditures of Gr$l2,568 million. Revenus
ineludes treasury notes and bonds issued in the sm of Or$2,208 willion,
The bonds issued have a totel face value of Cr§919 milliom, but they were
placed at & discount end netted only Cr§541 million. Property taxes were
the largest source of revenue and produced Cr$i billion in the f£irst nine
wontha of 1960,
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On Octobsr 18 some 3,000 longshoremsn joined in a nationwide strils of
stevedores snd tied up the large coffes port of Santos. The strike was
ssttled the same day, however, when the longshoremen accepted an increass
in wages of 358, On Ogtober 19 traffic in SHo Pawlo was partislly tied
up by a strike of bus drivers who were a day late in recelving thelr wages.
This strike was setiled on the morning of October 20 when the compsmy met
the delayed payrell, No major ingidents of viclsooes were reported In either
strike.

8, Mage Develommonta

Presidant Kubitschek!s decres inoreasing the minimum wags 60% and an
offer by Sifo Pavlo metal, mashinery, and eleotricsl appliance smployers to
inorease existing wages approxiuately 30% appsara to have taken stean out of
& propossd strike uhich would have affected some 350,000 clty of 8o Faulo
patal workers, textile workers, shos workers, and printerss The ainimm wage
degras increased existing Uity of Sfo Paulo minimun wages from Cr$5,900 to
or§9,440, from §3% to B U. 8, dollars ab the present frae market rats of
axchengs, The employer's offer, though rejected by the wnion, was pub forth
during preliminary negotiations and indicates, in the cpinien of veteran S
Pavlo trade micn loaders, a disposition to increase the ngnte® to 35/10%,
which should go a long wmys towards asguring labor peace in Sfo Paulo. Since
the elections on Ockober Srd, some 1eft wing trade union leaders have besn
beating the druma for a proposed general striks as a protest +o what they
considerad administration premises to increase minimm wages prier to the elagtlons,
The President's decrss, signed on October 15th, ingreasing the minimus, headed
of £ this threat,

For the Consul General:

Ce Ll

Amsrigan Consul
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l. Currency Issuance Continues
2. Minimm Wages Increased
3o Labor Minigtry in New Administration
4. Apparent Progress on Rio=Niterci Tumnel
Sac Paulo Intexnational Airport Scheduled to
Open October 19
New Refinery Equipment Inaugurated
Minas Gerals Iron Ore Export Group
German Investment in Steel Flant
Volte Hedonda Supplies Bteel for New Bridse
Proposal for Changes in Coal-Producing Industry
Fetrobras Plans
Nationalization of Eeso

S%

Pawmay

1. Currency Issusnce Continues

The outstending currency Issue incremsed by Cr$2.6 billion
during the first 15 days of Ootober, as compared with an increase

of Cr$2.6 billion during the full month of October 1959,
(UNCLASSIFIED)
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Comment: While the huge inorease of paper money outstanding
during September (Cr$9.5 billion) wes probably attributeble in part
to the eleotion campalgn then underway, it is doubtful that the
amount of paper currency imsued so far in October was .‘..n:flneneed by
the game factors, inasmuch ass almoat 311 of the Oeto‘b g
took place after the date of tha ele B
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2, Minimum Wages Increes - |

On October 15, President Knbitschek migned a decree ralaing
legel minimum wegee by 60%. In spite of the objectlons of Rio's
employer associgtiona, Guanabara's new minimum of 0r$9,600 will
continue to be the highest minimum wage in the nation. The new
minimm mohthly weges for some other citles are as followss:

B0 Paulo esssescsssslrd 9,440
Niteroi, Volte Redcnde 9,120
Belo Horizonte eseses 8,480
Porto Alegre csssaces
Recife, Selvador, and

Curdtiba ssecesesse
Natal essssvsvcavsnee
Tereaina (I‘iau:f)' shae

Prior to the issuance of the decree there wae talk in labor
circles, especinlly in the states of 880 Paulo, Minas Gerals, and
Guanabara, of strikes should thers be further delay in decreeing
+he new minime. (UNCLASSIFPIED)

A wege dispute betwesn Guanabare bankworkers and the bankers
assoolation was settled ofi October 14 by ithe Regional Labor Courts
Bank employeea who were esrning less than Cr$9,000 on September 1
were granted s 35% increase; employees who were earning Or$2,000
4o Cr$12,000 were granted a 3%% inorease; and employees who were
e more than Cr$l2,000 were granted a %0% raise. The increases
gre retroactive to September 1, the expiration date of the lest
annusl wage agreement. {UNCLASSIFIED)

3. Labor Ministry in New Administration

In en interview with the press on Cotober 13, President-elect
Jenio Quadros geve the clear impreseion that he does not intend to
allow Vice Preaident Goulart to run the Minietry of Labor in the
new sdminiptration. During the Eubitschek administration, Goulart
hae hed effective control of the Labor Ministry, and on rumerdcns
occeaions he favored Oommunist labor leaders over anti=-Communista.
Quadros indiceted that in the future the Vice-President will perform
only the duties mesigned to him under the Constitution, i.es prin=-
cipally to preside over the Senate. (CFFICIAL USE OMLY)

4s Appsrent Progress op Rio-Niteroi Tunnel
According %o the preas, the Minister of Transport hag received

| OFPICIAL USE ONLY |
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the draft of the invitation For bids for the construction of a
vehiculer and pedestriasn tunnel under Guanabare Bay linking Rio de
Jeneiro and Niterol, the capitel of the S4ate of Rio de Janeire.
The document has been referred to the Legal Adviser of the Minletry
for comment, The Embeasy has been told by an cfficial close to the
subject that the call for bids should be offiecielly published in the
near future, (URCLASSIFIED)

Comment: There have been so many false reports in recent years
about commencement of work on the tunnel, in the conptruction snd
operation of which severel U.8, firms are interested, that the
Embassy hesitates to put full credence in the current reports,
txminendéx: If, however, the reports turn out to be true, the Eibasasy
will forward the cell for bids immediately. {OFFICIAL USE ONLY)

Be ulo £ Adrport Schedulsd to Open October 1

After a series of changes and counterchanges of dete (See BWER 11,
Septamber 21), Bragilian aviation suthoritiea hag’a ammounced that
Viracopos Internationel Alrport near Campinas, Sac Paulo, will be
inasugurated on October 19 during Brazilian Aviation Week. The first
landing is to be made by a VARIG Boelng-T707. (UBNCLASSIFIED)

6. New Refinery Equipment Inmugurated

On Qotober 14, 1960, the President of Bragil inangurated the
new refinery facilities at Refineris Prepidente Bernardes in

Cubatao that will allow for an increase in produci capacity to
120 thousand barrels dally. n%UNGLASBIFIED)

T« Minss Gerais Iron Ore Export Group

Pollowing a "Congress for the Exrportation of Iron Ore" which
was held in Belo Horlzonte, Minas Gerals, the Governor of the
State mpproved setting up a state working group to supplement )
getivity of the Federal iron ore export study group{UNCLASSIFIED)

Comment: The apparent purpose of this new commission is to defend
the interest of the State of Minas Gerals in relation to the export
of iron ore, This state 18 the principal producer of iron ore for |
export. (OPFICIAL USE ORLY) - |

4

OFFICIAL USE ONLY




OFFICIAL USE ONLY

- (Classification)

8. Germen Investment in Hteel Plv t

German industrialist Wilhelm von Menges, President of Perro-
etahl A.G., vieited the site of the propomsed new steel plant (Cia.
Forro e Ago de Vitéria) with the Governor of the State of Bapirite
Santo, Brazil. The German corporation will have 40% interest in
the plant which is expected to be completed in July 1962, Eisenban
Esgen G.m,b.H. are the engineera and constructore, (UNCLASSIFIED)

Comment : Bra.zil noy has German participation in addition to
Belgian and Jepenese in ite steel industryy, but no U.8. participas~
tion, {UNOM.SSIFIED)

9+ Yolta Redonda Bupplies Steel for New Bridge

The Bragilian National Steel Compahy (Volta Redonda) is
fabricating, supplying and erecting the atructursl steel on the
gite for the new "PFriendship Bridge ; at the Foz do Iguagd uniti
Brazil and Paraguay. (USCLASSIFIED

Opmments This is asnother index of Brazil's industrisl and
engineering progress; a few years ago, a ateel construction project
of even lesser somle would have had to be fabricated abromd, and
erected by foreign engimneers and workmen. (UNGI:ASSIFIED)

10. Eroposal for Changss in Cosl-Froducing Industry

President Juscelino Kubitschek, in the presence of governors
of three cosl-producing mtates, slgned a messege to Congress asking
for changes in the structurs of the National Cosl Flan Commission
and propoeing other measures ito assist the coal-preducing industry.
The objective ig to improve ocoal productive capaoity and lower the
unit cost in order to mest increasing requirements from the
expanding ateel industry. {UNCLASSIFIED)

11, Petrobras Pleng

The local press reported that PETROERAS plans to inveat during
the next year, approximately 23 billion cruzeliros, six billion of
vwhich would be for the explormtion of new petroleum fields, There
ere plans for the instellation of & netural gassclime plant in
Balvador that will distill gas which is now burnt at the wells.
‘Further prospects are the installa.tion of a fertilizer factory and

[ OFPICIAL USE ONLY
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the cozstruction of a terminal at Ilhéus, The same source reported ;
that in 1969 PETROERAS wil reach a production of 42 million barrels ‘
of crude o0il, or 120 thousand barrels per day, which was expected

%o be resched onmly im 1961, in mccordance to President Kubltschek's
"Program of Goals". L

(UNCLASSIFIED)

12. Hationalization of EIH0

An article appearsd in the weekly publication "0 Semandrio” of
Qotover 8, 1960, publishing en internal memorandum distributed to
the employees of Shell 041 Company. The letier indicates the
reasons for ESS0's nationalization (see despatch 777, February 3,
1960), implying that the principal motive of the company was to
achieve exemption of the 25% tax over profiis which is charged to
foreign companies operating in Brazil. The letier maintains that
the only real change that took place was the transfer of the
company's head-office from the U.8. to Brazil. { UNCLASSIFIED)

Comment: The oil companies were disturbed over the "leak"
f£rom the Bhell 0il Company's internal orgenization. It is under-
stood that Shell end other oil companies have been preparing to teke
action similar to that of Esso. 4ny public controversy aroused over
the issne at this time might jeopardime plama for action,

(OFFICIAL USE ONLY)
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SUBJECT: Survey of Business Problems by Polnt IV Technician on Public #£W-s$"
and Business Adminlstration Alsg-2 HSiH-18
Ay -F
Recently there has developed a surge of Interest in the economm
plight of Rlo Grande do Bul, Governor Brizola has released portions
of a classified study, the full official text of which is not yet
available. A newspaper reporter from the "Correlo da Manha" of Rio
de Janeiro has published a series of articles which are headlined ms
finding the difficulties here comparable to those in the Brazilian
Wortheast, ete., etc.

The Consulate belleves it may be timely, therefore, to forward
to the Departiment the text of a survey made by Professor Winston Cberg
of the Point IV - Michigan State University business administration
project established during the past year at the University of Rio
Grande do Sul, This survey was made in order to provide an
appropriate focus on the problems of the business communlty here and
reflects a dlspassionate and objective view bearing on the aoverall
economie sitwation here which is lacking, perhaps, in some of the
other studies. Professor Oberg's survey is limited in scope because
1t was addressed to a partlcular problem, There is,; for example,
no mention of the high tax rates and electric power problems which
are lmportant aspects of the situatlion, WNonmetheless, it 1s important
as an authoritative expression of views on key matt-rs affeeting
them by business and industrial leaders here, together with a
trained analysis of possible solutions to some of thelr dilemmas,

A concrete 1llustratioen of the interest which Professor Oberg
and his URGS agsoclates have aroused can be seen by the enthusiastie
Tesponse to the first business executive training course offered by
the local University. The Course commenced on August 22, with an
enrollment of 37 persons, although capacliy had been sta.i’:ed to be 35.
Fee for the course is {10,000 (approx, TB$55.00), a:eonsldérable
amount by local standards,
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rcy Warner
American Consul
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Talk by Professor Winston Oberg at the Top Level Seminar in
Administration (Jornade de Adminlstracac) of the Faculty of
Economle Sclencgs-Universidade de Rio Grande do Sul (URGS)
Country Club, Porto Alegre, April 1, 1960,

THE PROBLEMS OF RIO GRANDE BUSINESS MANAGERS
AND WHAT THE UNIVERSITY IS DOING TO HELP THEM

The title of my talk is slightly different from the one that
1s announced, Perhaps I should explain the change, Origimally, I
intended to tell you about some of the things that Amerilca
buginessmen were doing that interested me, For example; the way
electronic computers are being used to help in manageria:l decision-
making and the way some people in the United States are predicting
that computers will eventually replace or eliminate thousands of
managers in large American companies. And then I was going to talk
about some of the similarities between U,5. and Brazilian business,
and some of the differences as I saw them,

But the more I though about those subjects, the more it
seemed that I might be talking about something %hat Interested me
but not about something that interested you, 8o I decided to talk
about something that I think will interest both you and me--the
problems that yor are running into, the things that worry you most.

What are these problems? And how do I know what thege are?
To answer the second question firsts When I arrived in Porte Alegre
in September 1959, to spend two years at the Faculty of Economics
Sclences of the Unlversity of Rio Grande do Sul, under a Point IV
program agreement, the first jJob that Professor Pery Diniz, the
Director of the Faenlty, gave me was that of helping develop an
intensive course for business executlves,

I told him that I knew & good deal about the problems of T.S,
businessmen, but very little about those of Porto Alegre or Rlo
Grande do Su) businessmen, If I were to recommend courses like
those we have'in the United States, wilthout first trying to find
out what business executives down here really wanted and needed,
it would be & 1ittle like a doctor prescribing = medicine for a
patient without first making an examination and & dlagnosis,
Professor Dinlz agresland so for the first two and a half months
of my stay 1n Forto Alegre, I went from company to company,
interviewing (through an interpreter, of course) the top managers
in each company and trying te find out what were the main problems
fzelng them, ’

I visited nearly forty companies and talked to more than fifty
executives, With the help of the Federation of Industries, I talke]i

UNCLASSIFIED |
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with the directors of ten layge industrial companies, The
Commercilal Asscciation helped arrenge intervliews with ten large
commerclal companies, In addition, I visited banks, newspapers
insurance companies, and several small commercial and 1ndustria.i
companies, More than 80 problems were mentioned during these
visits. B8Since many of these were duplication of each other, 1% was
possible to condense this 1list into some 13 major problems.

I thought you would be interested in hearing the list==no®

_only because many of you are mén whom I visited and who reported
these problems to me, but also because the rest of youwill
probably find that these are the same problems that are worrying
youy, If I am wrong, and some of you find that I have omitted the
things that are reaily worrying you, I would very much appreciate
hearing from you because the purpose of the study was Just this:
to find out what problems are giving business managers here the
most Worry.

What are the problems that are worrying Rio Grande menagers?
As I said, 1t was possible to make a list of 1L, Seven of these
were esccnomle problems, Five were personnel problems, And two
could only be classifled as "miscellaneous",

Here is the 1ist, together with some of the typical comments
made about each prohblem.

THE ECONOMIC FROBLEMS

1) The Problem of railsine money = the shortage of capltal,

Eleven companies mentioned this problem in one way or another, They
complained about the shortage of money, the difficulty of ralsing
capital, the difficulty in fipaneing c¢redit sales. Here are soms
typical commentss:

e buy on 90 day terms and sell on 120 to 300 day terms, It 1s
difficult to finance these long term sales but we have to because
our competitors do,™

"any of our sales are to the government and they take up to 3 years
to pay. This puts a great strain on our capital, It ls even warse
when & new government takes over. They don't like to pay the bills
ef the former government,"

n75% of the money printed in Brazil is in Rio, 830 Paulo‘,' and Belo
Horlzonte, There is a real shortage of money down here.

"Money 1s shifted to Minas and to cther states for political reasons,
.| Bight banks in Porto Alegre have enly half the assets of one bank 1
Minag, The president of the country is frem Minas and has been

UNCLASSTFTED
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favering thet state,”

2) The problem of competition with other states, particularly
Bao Paulo, Mines Gerais, and Rio.

Ten companlies mentioned this problem in different ways. Some sample
comments:

“our main merkets are in the triangle: Sio Paulo, Minas, Rio, We
are at a disadvantage being located here. Transportation costs to
the market put us at a disadvantape,"

“We are thinking of moving our headguarters out of Rio Grande do Sul
to central Brazll., The future locks better there.™

"Fhe money that 1s taken out of Rio Grande do Bul by taxes and spent
elsewhere in Brazll makes it difficult for laecal businesses. CQur
bgs%nesa down here is dilserimingsted against in favor of some other
state, "

3) The proﬁlem of inflatien.

Eight companies complained about inflation, Scme typleal comments:

AThe big problem is how to maintain your capltal in the face of
inflation, Paper profits aren't real profits. Some of our
competitors don't Tealize what their rsal costs and profits are,
So they charge unrealistically low prices, They think they're
making a profit, but actually they're eating into thelr capitel "

"Blg farmers and businessmen in general are not putting thelr

money back into the farm or business to produce more but are
putting 1t imto real estate, This cuts down on the amount of things
produced and just moekes the inflation worse,"

L) The farm problem end its effect on business.

Seven companies menticned this problem. Some of the comments:

"pgriculture will always be the main source of income here, We're
giving too much attention to industry. We used to feed all of
Brezil, Now Rlo Grande do Sul is importing fellaol "

Wour state is mainly agrieultural, Industry sheuld be based on
agriculture, Our companies should be based on either using what
the farms produce or making thingas for the farms to use,"

Wie gre trying to do ‘too much and not belng realistic, This state
ghould try to improve the quality of its farming first, before
worrying mbout industry,®

UNCLASSIFIED
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This 1s an agricultural state, Our money comes frem agriculture
but we are trying to superimpese on this an industrial economy.
Rio Grapde do Sul should concentrate on agrieulture., That's where
the money 1s," ;

(It's probably not necessary to say that the men speaking here are
not men from lndustrial companles. Some are bankers, others
insurance men, others ln the newspaper business, )

5) The transportation problem.
This was only memtioned twice. Here are the commentss

WThe big problem in this state 1s transportatlon. We're neglecting
osur Tiver and coastal shipping, which is the cheapest possible kind
of transportation, and bullding expensive roads that run right along
side the rivers! Social laws have ruined river traffic by requiring
so many employees,"

"o can send irom by truck to Rlo cheaper than by beat. This 1s
completely foolish. The maln reason ia that when you ship by boat
you have te go through a despachante twilce,"

6) ‘The diffioulty of getting materlals apd parts,

This was mentioned twlce, One man saids "We are tight rope
walkers here. We have difficulty gettinz materials, We have to
moke substitutes. Many times we have to make things that Szo Paulo
manufacturers ean buy ready-made,"

7) [The lack of good economlc data.
This was mentioned onces "We don't have enough statistles on
tusiness. We don't know how mueh income people have or where the

purchasing power 1s, We need more market research, more information
about market potential",

TI,_PERSONNEL PROBLEMS

These Were mentionedmearly as often as the economic problems.

1) The problem of finding and training managers,

¥ine companies mentloned this problem in one way or another, Here
are some of thelr commentss:

Mour businessmen have had no training. In many cases, a man gels
to be a director because he's the only man avallable, not because
he's well qualified or the best man for the Job,"

[ UNCLASSIFIED |
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WRio Grande do Sul managements are gettlng old. They're not
keeping up with the progress of the country,."

Wile can't get good management trainees. The universitles don't
produce them, wWe!ve tried to get men from the University. They
haven't worked out. The people here who are manzgers have all
gtarted as clerks,”

e san't replace the directors if they leave, We don't heve anybody
who can take their place."

e tye grown, but our people have not, We've grown too fast for
our management™,

"Je nesd to deesntralize ,but we can't, We don't have any people
to give the responsibllity te. You can't delegate responsibility.
People won't accept 1t,"

And here's a very interesting and eandid commenti "The family
idea here is strong, You get a young fellow with ability and he
works hard expecting to get ahead and then along comes the 20
year old scn of the owner and he's bess, It discourages people
who aren't relatives, Of course, 1t's pretty important tc have
close famlly control at the top ﬁecanse you need absolute loyalty.
Wo one in Prazil considers it dishonest to cheat the government.
But to cheat you need close family-type management and control,
You ean't afford to let outsiders in, You have to keep the
management im the familye Tt's possible that this will change now
that the government is getting more successful In ita tax collection.
Tt's getting guite a bilt tougher to cheat®,

2) The problem of getting gocd skilled or technical workers,

Tine companies mentioned this problem, Here are some of the
commentss:

"We can buy mechinery easler than we can get good men to run the
machinery, It takes up to 2 years to treln 2 good lathe man,"

WPhere 1s a real shortage of good technical peeple 1n the shop and
office," :

WThere 1s a shortage of technical schools here and & searcliy of
askilled labor.®

Wyje have to train our wmechenies, We can't hlre any. Then we have

the problem that when you train a man you often lose him, Other
companies hire him away from you after you've spent the time and

money to train him,"

fomCIA SSTFIED
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3) The problem of getting good foremen.
Six compenles menmtioned this problem. Rere are some of the comments:

"Pegple don't know how te handle the peeple working for them, hew
te get the most eut of peeple. Seometimes they get teo frlendly
with subordinates hoping this will get more ceoperatiom, but Just
the reverse happens," ;

UThere just aren!t enough good feremen,"

Ngeme good men den't went te be feremen, They dom't want to be
the bess of their collemgues, don't want responsibility,"

WThig is s family company se we don't have much trouble at the tep,
but tlile ;Eemple below this level--the chefes and sub-chefes give
troublee

L) The problem of YestaHlizacfis"
8ix companies memtloned this preblem. Some typlcal commentss

WIf you keep & man more than ten yeors it's very hard teo fire him,
Fven if a.man is a very goed worker befere then, he semetlmes gtarts
to loaf. He knows yeu wen't fire him, 8o you generally get rid of
your men before they've beem with ysu ten years. This means you
lose some geod people."

"More than 20% of the men we fire are goeod mem whe Just want to
collect the momey,"

"Egtabilizagho leads to high turmever, This problem is werst with
our mechanies and with our salesmen,"

5) The prsblem ‘of petting Food workers,
Five companies mentioned this problem. Some of the commentss

WThe basle problem in Brazil is the weakness of primary education,

it 1s Aifficult te get good help., Werkers are willing and intellipent,
but they have had only feur years of scheeolimg and they can't de
simple arithmetic problems,"

"our big problem is the lew quality of primary scheols in Brazil,
Workers can't understand techmlcal orders,"

"The level of our people 1s very low, They are lacking in ability
to understand wathematics, designs or drawings, ete."
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:’I‘h.e big problem here 1s to teach the rural people who are leaving

]

he farms for imdustry, They nced %o be taught to read,to do simpl
mathematies,

MISCELIANEOUS FROBIEMS

There were twe problems that ceuldn't be put in the two
categories above,

1) The problem of changing the orgepizatien as the COmpany ETOWS.

Three companies mentioned this problem, Here sre two comments:

-"our main problem is that the firm is getting teo blg fer one man
and sne mind te control them, We need to learn to decentralize
and to define responsibility,"

"Our main problem was eorganization. Our company develgped like an
Italian house. We got to the peint we couldn't get any bigher
without losing control."

2) The problem of inacourate or ipadequate finapelal statements ,

One banker sald that his big problem was: "Hew do you get
realistie fimancial statements from companies that want te berrow
money from you? Most companles tend te understate their assets and
financial position £o as te minimlze their tax obligations,"™

This completes the list of problems and the quotations 1llustrating
each, As you car see, they cover a wide varlety of fields. I'm
sure I dom't have to 'Eell you that I have me help to offer for
many of them, In many cases, the problems are pelitical and I may
have talked to men representing ene political peint of view of
another, I've made no attempt te reyise or censor any comments,

It is also possible that I've mistakem some of the Problems or that
some have gotten mixed up in the transiation,

However, there are seme problems that are so similar to these
that American businesses face and Have faced that I think I can say
Sorething construstive about them, And with most eof these, the
University of RGS 1s preparing te glve what help it can, In less
than a year, I believe the Umiversity will be in a positionm to give
a good deal- of help. 2

HELP THRQUGH NG

How can the umlversity help business men? It ecan do sSo in
three ways, The first, and most obviens way, is by teaching. And
the University of Rie érande do Sul threugh its Faculty of Econemle
Selences 1s setting up feur kinds of traiming Program which should
hebp-delve? some ef the problems which hawe been mentioned,

UNCLASSIFIED -
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‘ . First, in order to do semething about the shertage of good |
execn%ives end in order to help even the good executives become
better, the Economles Faculty has scheduled & series” of "Jernadas"
ef which this is the first, In these first "Jornadas", as Professor
Dindz sald yesterday, we are demonstrating scme of the ways that
schools in the TUnited States and also in S8o Paulo have found te
help executives learm to do their Jobs better: case discussions,
"living® cases, business games, role playing plus, of eourse,the
tried and tested methods that All of us know so well--the use of
lectures and reading materials. We hope you w1ll give us your
honest impression of these methods so that we ¢an change and
improve (er even eliminats) them se that future Jornadas and
courses will be the best that we cam make them. As you all know,
these Jornadas are only for top wanagement., We will hold four
this Fall and others from time to time in the future,

Future jernades will probably focus on particular problems of
interest to top management. It could be, for example, that a whole
Jornada would be devoted to the problem of Inflatien and how best
to protect your company from inflatiom, Some of you may wish to
suggest other subjects for future Jornadas,

econd, both for the top management and for men in middle
management who are expected te advance te top management, a six
week intensive course 15 planned for next Spring. Classes will be -
held et the university, five days a week, in the morning,
Participants will thus be able-te remain on the job part-time and
attend the course. The first course will begin 1n August. It will
cc¥er the same subjects that are belng covered in these first four
Jerradas, administrative efficlency marketing strategy, mamagement
accounting and finance, and productlvity and methods of production.
We will prebably offer twe such courses a Yeare :
Third /ES something about the shortage of technical manpower, snether
very frequently-mentioneﬂ persommel problem, the BEconomies Faculty
1s plamming evenipg sahool courses for speclalists in business
subjects. Most of you have seen the list of courses that are belng
considered. Yon may also wish to suggest other courses that you
would like to have offered for seme of your empleyees,

Fourth, and perbaps mest important, the Faculty ef Ecanomic
Sclences 1s developing a curriculum in business administration
leading te a Bachelor's degrec,

The first Hcomomics graduates with a specialization in busimess
adminietration will prebably be leaving the Un:l.versit¥ to leok fer
Jebs in December, 1962, Those of you who told me tha you could
not fimd capable young mem to bring Inte the company as executive
trainees will no deubt want to visit the Faculty in November and
December, 1962, to talk to some of these men,
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There wen't be many of them that year, but 1f things develep
in Brazil as they did in the United States amd 1t leoeks to me as
though Brazil is meving in thet directlem, yeu will find mere and
mere bright yoeung men geing inte business adminlstratiem, The
American ecenamist W,W. Restew sgys that he belleves Brazil is in
the first stages of a peried eof fantastically rapld ecememic
develepment, The peeple whe will be best able te capitallze en
that develepment are peeple whe have an understanding ef business
and business preblems, The best place, in my seplnlen, for a ysung
man te get such understanding 1s in a 'Business schesl. Many ef yeu
with sens whem yeu hepe te have succeed in yewr business will want
te censider seriausly enralling them in a scheel ef business
administration. Se far,te my knewledge, there are _enly tweo or
three in Frazil--the School ef Administratlien in Sae Paule where
Professor Henrigues is a faculty member; the Faculty ef Ecenemics
here, which 1s Jjust beglmming such a scﬂ.nl, and the Unlversity of
Bahia, which 13 starting its first csurses this year, wlth the
11}21%'_ of faculty members frem the Scheel "of Administratien in &2e

nule,

But this is snly the begimnning, In flve years time, I am
willing te predlet that mest ef the federal universities in Brazil
will have & business administratiem curriculum, Im the United States
mere pesple are studying business administratien im the unlversities
there, than are studying any ether profession except the teaching
prefessien, I expect the same develepment in Brazil, Awd yeu
peaple are fortumate, in my epinlen, in having eme ef the first
universities in Brazll to start such a ceurse, Ysur cempanies
will be able te "get in em the graéund flesr" as we say, you will
be able te hire seme of the very first Braglllan-trailned business
administratien graduates. And your companlies will have a
competitive advantage ever many other areas im Brazll, as a result,

HELP THROUGH RESEARCH

The secemd way & university can help business mansgers 1s by
research, One of the preblems mentlemed in the interviews wes
the problem of finding information about markets and market
petential, The Institute ef Econemlc Research in the Faculty ef
Ecenemic Sclences 1s carrying eut seme kimds ef ecememic research.
These of yeu whe don't kmew about thils imstitute may wish te ask
te be put on the mailing list of this Institdte or yesu may wish te
make 8 visit te the Institute te find sut more abeut what
infermatien 1t has te effer.

In additlen te ‘ecnn.amic research% the University is new

preparing te de research direetly in the fields ef mapagement, Ysu
have all heard abeut the mew Institute of Administratien which has
been set up by the University, with Prefessor Astor Barcelles as

its head,
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one activity which this institute will carry out 1s researdéh :

into preblems of adminlstratien, beth in the fleld eof buslness
administratien and in publie administratien., Case problems, like
the enes yeu are discussing in these jornades but drawn frem the
experlences ef firms in Rle Grande do Sul, are needed to help teach
future fntensive ceurses and future business administratloen courses.

We hepe that all ef you will be willing teo talk with
representatives of the Institute when they ge out leoking far
cage preblems, and that many of you will be able te previde the
researéh peopie with cases that can be used in Upiversity teaching-
and even in future jornadag such as this ene,

Ansther research activity will be carried out by proefessors
whe are interested in a speclal preblem or whe want tewrite a text
beek for Brazilian studemts, For example, Prefesser Henriques is
interested in studying the utilizatlon eof enginsers in Brazlliam
companies, I am carrying eut research both in the United States
and in Brazil on hew companies handle thelr persennel administratien
preblems, As the Faculty of Econemlcs Sclences and the Instltute
of Administratien develop, many of thelr faculty members wlll
develop similar research prejects, Yeur coeperatien and that of
your campanies will help these professors and 1n the leng rum
their research will help you by preducing better and better trained
tusiness graduates and better and better jernadas and intensive
courses,

HELF THROUGH COMSULTING

The final way that the university can help is through
consultation with individual cempanies on speclfic preblems, e
far, there have neot been many peeple in the Faculty of Froenemics
Selences who were in 2 pesitlon to do such consultation,  Most of
them have other jebs, in additien to their teaching Jobs,
However,with the development of the Institute of Administration,
that situation wlll change, Already, there are six professors
from the Faculty of Economics Sclences In the United States -
studying fer a graduate degree in business administratien. When
these men return, seme of them will be employed both as teachers
and as members mz.' the Instltute of Administration, Thelir work will
invelve research Iike that already deseribed. But they willl alse
be able to carry out consulting prejects. For cxample, one large
company that is represented at this Jornada has asked f‘@r help in
developing a trainlng program fer lts supsrvisers, Ancther
organization i8 very interested in developing a work simplificatien
pregram for its supervisers and workers. By next Oectober or
Wevember, the Institute of Administration should bave men omn its
staff who will be able to taken on assignments llke these.

i e e T

There will, of course, be a charge for these services as
there should be., If such service costs money, companies will
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omly call a cemsultamt in when they really need him awmd whem they
think he will be able te help them, This will help te insure that
the censultants are used when they are mest needed. Hewever, the
charge will not be exerbltant emd mearly all ef yeu, 1 am sure,
will be able te afferd such assistance 1f yeu sheuld wish 1t.

CONCLUSION

At the start eof this paper, I listed the mein preblems that
came out of interviews with the tep managements of mearly forty
FPorto Alegre cempamies amd suggested that 1f other Perte Alegre
cempanles er companies frsm ether parts eof the state have preblems
that haven't beem listed, we would very much like teo hear what
these preblems are.

4fter listing the problems, I suzgested seme ways in which
the Tnilversity ef Rlo Gramde ds Sul threugh its Faculty ef
Ecenemics Sclemces and its Imstitute »f Fcomemle Research anmd its
Institute of Administratiem will be able te help with these
problems, With seme ef the preblems, they are already givimg help.
In additien, as the services of these differemt ergomlzatlons
expand during the next twe years, many mere business prablems
will be made easier through their efferts,

But, I also pelmted out and wenld llke te clese by repeating:
This is not a ome-way street. The Upiversity cam and will be able
to help yeu; but you pesple can alse help the Umiversity, You can
help by 1) centributing cases for us to use in eur classroem, 2}
hiring the graduates of business administratiem courses, 3) semding
yeur emplayees te sur programs, /i) atterdimg future jermadas, 5)
providing research oppertunities te our prefessers and 6) perhaps
even sending your sens te study in the FCE.

The University ef Rio Grande de Sul may be the first federal
umiversity im Brazil te grant a degree te a busimess administratiem
specialist. Yoeu, im this state, have s head start om the rest of
the ceumtry. This is a cempeti{:ive sdvantage that prove more
significant than many of the competitive disadvantages ysu
mentioned, Imn my opinlen it is to ¥yeu clear advamtage to get
pehind Dean Dimlz and Prefesser Parcelles and the programs here
with your time, your emergy, and where necessary with your momey .
Because you have am eppartumity here to create a university
business administration program umequalled anywhere im Brazll,

I hope you take that eppertunity.

L |

NCLASSTFIED




L] £ B o E IN THIS SPACE

ATR_PRICRITE UNCLASSIFLIED 00 HOTTYP

10 & [Security Classification) £32.00 /’a- 3/4p
FOREIGN SERVICE DESPATCH

Amembassy RIO DE JANEIRO

TO : TIE DEPARTMENT OF STATE, WASHINGION. _Qntnharﬁ’-}.—'l-%ﬂ-a ﬁ
i
REF : CERP 0O-2

5’5’ ACTIGN DEFT.

For Dep | g2 v gEp-l TNR-7 BEAY E=3 Zen-t PR
Use Ouly | REC .g OTHE 7 d e
iy CerA-so rRR-2. TR ERE-2 XmBE 3 -

———— WONTELT ECONONIC HEVIEW - SEPTEMBER 1960 fpc- 4 HETHOE T

Znr-7 LBE4 OSDHF a/wy—g Trf N
| sumery: FRA-S cAg-¢ anb gg

a.

Basic optimism prevailed in the tusiness community
during September, as state mnd natlonal election campalgns
drew to a close For the Brazilian eleotions on October
third., There were scattered reports of some inelination
40 defer decisiona on nevw and long term commitments, but
the concensus was that this siltuation reflected more the
onrrent problems in finencing than eny lack of confidence.
Tndustrizl and commercial activity were reported as
regiatering normal progress over ‘the preceding month and
September 1959. Coat of living increzsed significantly
over the index of August, due iargely to suthorized price
increases of various consumer necessities and public trans-
portation. Anticipation of early incresses in minimum
wage levels likewise hed an inflationary effect. The
average dollar check buying rate for cruzeiraos on the free
market increased omly mlightly, frem 0r$186.95 in August
to Op$l87.47 in September, per T.5.$1.00. Money in clr-
eulstion increased 5.7% over Augnst. Trensportation was
in the limelight as railrcad operation problems wWere aired
and as one Brazilian eirline azain wes rafused permission
4o use its jet equipment in providing domestic pervices
Further highway projedis were undertaken, including one
to pave the Brazilian highway running through the ptate
of Parsn€ to the Brazilian border, which éprcvides an outlet
4o Paraguay through the port of Paranagus.
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importers. The corresponding figzures for August were $27,195,000
for the regular offerings and $8,433,000 for the supplementary
offerings. Throughout the month in the regular auctions, conslder—
ing Brezil as a whole, in the generel category the rate fluotuatbed
between = low of Cr$208.00 end e high of Cr$2l0.00. In the special
category the rate fluctuated widely between Cr$503.00 and
Or$650.00, verying both in terms of time and region. On September
27, the last foreign exchange auction before the Presidential
elsctions, for the firet time sinee the inception of Inatruc:gion
193, the entire extre offerings of dollars was tsken up in Seo
Paulo (though not in Rio) and $4,965,000 were purchased by
Frazilian importers beyond the regular offering of $1,655,000.

With respect to the regular auctioning of exchange in Rlo
and S&0 Paulo (the most ifmportant exchenges), the agio pald for
dollars in the genersl eamtegory kept fairly stable at the Ccr$210.00
1imit with minor variations, whereas in the special category the
agio fluctuated widely between Cr$510.00 ahd Cr$6l4.00,

During September the paper money issued incremsed by 0rd9.5
billion end 5.7% in relation to the previous month when the increasé
was Or$2.l billion, for a percentage jump of 1.2, For January-
September 1960 the cumulative increape was Cr$22,4 billion or 14.5%.
For the comparsble pericd of 1959 the corresponding figures were
respectively Cr$l5.6 billion and 13.0%.

The average check buying rate in the free market for Septem—
ber was Or§l87.47 per US$l.00, which compares wlth Cr$158.80 for
the ecorresponding month of 1959. The comparative figures for the
previcus month were Cr$186.95 in August 1960 end C0rgls2.74 in
bugust 1959.

The cost of living index computed by the Getulio Vargas
Foundetion indicated an increase of 3.,6% in September, for a
cumletive inerease of 12.6% for January-September. This compares
with 0.7% incresss in August end a corresponding figure of + 38.0%
for the period Jemuary-September 1959. C

Trade &nd Induatry:

Pusiness ecirecles daseéi‘beﬂ generel commercisl and industrisl
activity during September as normal, aimilar to the preceding
month. Higher lmbor coste snd a tight credit situation caused

|
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some concern, although the preveiling judgment was thet these

were operating problems that generally would be met without
serious long-term consequences.

Merchandising wes reported as good in most lines, although
higher prices for several basic foodstuffs and some publin” Bervices
had a slight adverse effect upon sales of less essential consumer
goods, Purther price rises were anticipafed to absorh:. the costa
axpected from increases in mipimm wage levels acheduled for
Qotober.

Industrial production wes reported as slightly above August,
continuing the steady trend of recent months. The sutomotive
industry drew apecial sttention as plans were amnounced for plant
gnd production expansion during coming months, Progress was reported
in the drive to make automotive production entirely out of national
products by the end of 1961. Industry reports indicate that the
products now range from about 85% Bragzilien (by weight) for some

_ paseenger vehicles to 95-98% in the case of jeeps and trucks.
Labor: ¢

Vice President Goulart and Iabor Minister Batista Ramos made
stremuous efforts during September to bring ebout an accord between
employera and unions which could have resulted in new and higher
minimum wages prior to the electlon on Oetober 3, but no final
egr + was reasched. On September 30 President Ewbitschek
promised that new minimk would be decreed within two weeks.

For purposes of minimum wages, Brazil ie divided into some
twenty-two regions, in each of which the legal miniwum wage ia
decided upon by & commission made up of representatives of
employers, labor, and the Government. The differences in minimum
wages emong regions appear to be based to & considerable extent
on the general level of prosperity of a region and upon how much
smployere clailm they are able to pay, and not primarily upon
differences in living wosts.

Oh September 1, the three anti-Communist Presidents of the
National Oonfederations of Industrial, Commercial, and Lend Trans-
port Workers lssued a menifesto containing a declaration of
prineiples and & progrem of sction. The Presidents of 21 affiltated
Federations also gigned the document.. The declaration of principles
included reaffirmation of support for the Inter-American Reglonal
Organization of Workers (ORIT} and the Intermational Confederatlon
of Frae Trade Unions (ICFIU),.and support of democracy as opposed
0 totaliterian ideclogiles and parties. The action program included
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8 call for campaigne to orgenize more workers and negotiate
collective bargaining contracts, less Government control of unions,
snd the extension of the benefits of soecial seourity and labor
legislation to farm workers. %he Confederations circulated the
manifesto to affiliates throughout the country, where in some
instances dimcuasion groups were formed to exemine it point by
point and make suggestions.

Transporietion end Commnicationss

In the railroad sector, September saw the appointment of
Mario Pires ms the new Financial Diractor of the Federal Railway
System (RFFSA) to replace Newton de Falva Perelra, who reportedly
had resigned the post following a policy difference with the
majority of the R8de's seven-man board of direetors over the
purchase of rail diesel cers, to be financed by the $100 million
Eximbank loan, from the Budd Company of Philadelphia. PFailva, who
believed that = lower bid by ACF should have been sccepbed, became
engaged in a newspaper polemic with the Commercial Director of the
RPF3A, who defended the award to Budd primarily on the grounds
thet the Philadelphia firm had more experience than ACF in the
congtruction of stainless steel equipment. Mr. Pires, the new
FPinancial Director, is not known to have had railroad experience.
At present three of the seven directors have railroed backgrounds.

In snother potentially importemt development in the rallroad
field, the Engineering Club of Rio de Janeiro on SBeptember 20--ten
days before the third anmiversary of the founding of the RFPRA--
delivered to Brnanl dc Amaral Peixoto, the Minister of Trenspor-
tation, Oommunications and Public Works, a summary report of the
series of lectures, held under the auspicea of the club, concerning
the caupes end conseguences of the defleit of the Federal Rellway
System. Among its recommendations, the report included the revision
of rate policy. so 28 to permit flexibility in the tarlff siructure;
the elimination of uneconomic branch linea; the creation of a rail-
road fund to provide the necesenry funds for a continuing capital
inveatment program; the concession of exchenge favors to rallwayse
to the same extent that they were granted to other means of trans-
portation; administrative measpures to ineure the transfer of excess
personnel to other federal agsnoles and--as the last suggestion--
the elaboration of a coordinated aystem of transport within Brazil.
The recommendations of the Enginesring Club were guite similar to
those outlined by the Rfde directors in thelr comments on the
Syatem's problems in their annual report for 1959, which was the
springboard for the Club's series of discussions, The broad
nature of some of the suggestions i1llustrates the aize of the
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problem ard indicates how much there is to do to begin to bring
the reilroads to a state of health, The efforts of the Club may
not have any tengible immediate effects but its contribution to a
general awareness of the serlousness of the railroads' plight can
be fruitful in the long run.

In aviation, the long-swaited opening of Viracopos Inter-
national Airport in Campines, Sao Paulo, scheduled for Heptember
16, was postponed for technical ressona to an unspecified date in
October. The temporary unavellability of the new airport, which
has been constructed as the jet alrport for the ecity of Sao Paulo
(nesxly 65 miles awey), meant that international carriers oper-
ating jet equipment would have to continue to use the considerably
(800 meters) shorter Oumbioa military airport in Sao Paulo.

In an interesting decision of September 22, Air Minister Melle
upheld the refusal of the Director Generel of Civil Aeronautics
. Directorate of a requeat by VARIG that the use of the carrier's
Carevelles in domestic service be sutdorized. In his statement the
Minister pointed out thet VARIG had alwaye declared that the
Caravelles were not intended for operation on domestic routes,
where the use of such sdvanced equipment would force the government
to grent foreign exchange for the purchagse by other domestic
carriers of competitive aircraft. The Minister stated moreover
that the configuration and high speed of the Caravelles would
ageravate the problem represented by the excess ecapacity already
being offersd domestically. The Miniater recommended to DAC that
it study the possibility of reconolling the public interast
(marked by the need %o preserve forelgn exchange snd to curb exocess
capacity) with VARIG's need to utilize ite eguipment better.

Turing the bitter controversies of fi1d-1959 over the crisis
in commercial aviation emd its relationship to purchases of jet
equipment, VARIG ook public position repeatedly that 1t had no
intention of operating the Ceravelle domestically, but rathem; that
it would be employed in change-of-gauge service between Rio/3ac
Paulo and Buesnos Aires. It remeins to be seen whether VARIG will
now teke its request for permission to use the twin jet domeatically
to the President, on the basis that, as matters ptend, the utili-
zation rate for the VARIG* Caravelles, based on three round-tripe
Rio-Busnos Alres per week, is quite low. If VARIG does eventually
recsive authorizetion to fly the Prench jet internally, that action
will probably lead to a series of requeta from other domeatdc
carriers for exchange facilities to purchase modern high-performance
jet and turboprop equipment.
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The month was marked by two significeant actioms by FPresident
Kubitschek in the highway sector, one with eventuel international
significance. On 3eptembe®r 6, he signed into law a bill estab-
lishing en allocation in the Federal Budget of Cr$300 million per
year for four congesutive years for the paving of the part of
Pedersl Hiphway ER-35 between Ponta Grossa (about 100 kms north-
west of Curitiba) and Foz de Iguagd on the Parshd River. The
eastern section of BR-35 runs from Ponta Grosse to the port of
Peranagud, 'via Curitiba. At Foz do Iguagd the highwey will
connect with the Paraguaysn road to Asuncion by means of the very
large bridge being constructed over the Parand and now scheduled--
officially~-~for completion in December of this year. Paragusyan
access to the Seo Paulo market is proyided by the junciion at
Cutditibe of BR-35 with the Curitiba-Sao Paulo atretch of Pederal
Highwey BR-2, which, as noted in last month's summery, is being
rerouted and reconstructed. Paving of this ilmportant seetiocn of
BER-35, even if extended over four yeara, will represent a condlder-
able improvement in transportation in western Parana and should,
together with the completion of the bridge, provide an important
stimulus to Baragueyen trade with Brazil and, through Parenagus),
with other oountries. As in other situations of this kind, the
gpeed with which the paving projeet ls carried out will depend,

of course, on the size and regularidy of the actual releaseas of
fundse.

Eight deys after his setion on BR-35, the President, in a
ceremony at Governsdor Veledares (Minas Geraia), narked the
official initistion of work dn the paving and reconstruction of
ER=~4, the Rio=Bghia Highway. The improvement of a 1300-km
gtretoh of the romd's totel length of 1450 kme hes been nmade
possible by the opening of e credit of Cr$7 billion. The work

. 1s to be ocompleted within three years. Although the highway,

1

which traverses egricultursl and mining areas in the atateds of
Rio de Janeiro, Mings Gersis and Bahia, 1s the tasid land link
between the northeast end the Rio de Janeiro area (and, by exten-
sion, Sao Paulo) and is heavily travelled, with trucks representing
80% pf the traffic, its condition hes been chronically unsatisfac-
tory. In the rainy season it becomes almost impassable. The
improvement of the highway hes been B long-held hope of the
gommnities along its route and long-delayed promise of the
Federal Government, If current plane ere cerried out and funds
from the special credlt are released on time, by 1963 a mejor ad-
;a.nca ig the improvement of the Brazilian highway system will have
een mades E i s

During September, the cost of transportaticn in Rio de
Janeiro was inoreased substantially., On September 2, Govermor
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Fromitd Janeiro

Sette Camara signed a deoree authorizing a 20% increase in bus
and jitney fares. The increese, which became effective in mid-
month, was grented to compensate for reimes in the wages of bus
company employees. A jump’ of 55 percent in faxi fares was
approved on September 19, but the nevw rates were not to become
effective until shortly after the elections in esrly October.

Tn the shipping area, three importent evente connected with
the execution of the Erazilisn program to instell a shipbuilding
induptry took place during the month., On September 3, .the
National Economic Development Banic plgned with the Companhia
CUomercic e Navegagdo a dontract for leans in the amount of
Cr$447 million Tor the extension and improvement of the company's
installations in Guenabara Bay designed to permit the ezpansion
of ship repair services, the maintenance of propulsion equipment,
and the construciion of 27,000 DWT tons of shipping annually.

The yards already have under construction three 1500 DWT coastal
veasels, two of which are supposed to be leunched this year) at
full capecity, the company plems to turn out one 10,000 DWT, two
5500 DHT and four 1500 DWE ships per year. On Jeptember 16, the
Merchant Marine Commission signed contrmcts with the Caneco ship-
yard of Rio de Janeiro and the 36 shipysrd of Porto Alegre for the
firat incentive-orders for the construction by each company of a
2200 DWT ship for the coastwise service, for delivery in 22 nmonths.
The basic price established for construction wes epproximately
0r$§B6,000 per DWT.

The Naval Engineering Center of the Polytechnicel School of
the University of Seo Paulo sponsored the first Week of Studies
of Maritime Transport and Ship Construotion during the period
September 19-24, According to participants in the series ‘of
seminars, the initiative of the Center, which was establlshed in
1957 and is now turning out 20 ravel engineers per year, was
quite succesaful and permitted a useful survey not only of the
lon%-atanding problems of waterbormetrensport in Brazill but also
of %he newer issues reised by the program to create a ship
ponatruction industry.

In communications, the racurrinf iden of the establishment
of & separate mimistry of commnications received attention

during the month, On September 20, Minieter of Transport Amaral
Peixoto atated that before the end of this yemr he would deliver
to President Kubitschek a draft of a lew creating a H;nistry of
Communications. In his comments, Amaral Peixoto remarked that it
was humenly impossitle for one man to operate his present ministyy,
which encompmsses all transportation except civil aviation,
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communications and public works. Amaral Peixoto observed that,
in addition to the peparate commmicetions entity, other minist-
ries, including one for ground tranaport, might be subsequently
oreated out of the present ministry. From every point of view
the present Ministry of Transportation, Communicetions end Publio
Works is regerded ss an administrative monetrosity, and its
division into at least two separate ministries has long been
recommended by a wide varlety of authorities. The creation of

a aiarata Ministry of Comminications would be e step forward,
but it would by no means solve the fundamental diffieculties which
make Brazilien communicmtlions chaotilc.

Agrioulture:

Coffee exports during the month of Jeptember 1960 amounted
to 1,610,569 bags, bringing totsl exporta for the current market-
ing year (July 1l-8eptember 30, 1960) to 5,049,275 bags. These
shipuments compare with 1,689,183 beage eiported during September
1959 and 5,760,233 bage exported during the period of Fuly lst to
September 30, 1959.

Por the Ambassedor

fesp 5

Commerciel Attaché
Approved:

B Us_ Gt Aubor.
¥William A. Fowler
Counselor of Embaasy

for Economic Affedrs

Enclr.m@; :

Economic Indicators
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ECONOMIC INDICATORS:

Cogt of Idving in Rio de Janeiro (1948 = 100)
Cloth- Purni- Hygi- Pers., Dub.
ture .

1259
Jan.
Feb. 580
March 580
April 580
Vay 580
June 580
July 719
August 727
Hdept. 758
1960

. Jan. 767
Feb. 609 512 623 767 696
March 614 522 623 824 705
April 508 620 534 660 824 725
May 528 631 552 682 826 725
June 530 639 571 711 826 128
July 542 646 583 717 826 T40
August 543 657 588 - 723 843 745
Sept. 859 554 664 590 732 961 772

Sourcg: Getulio Vargas Foundation
Fragil's Toreign Trade (in US$1,000,000)

Ioports Juns July  Jan-J, dune July  Jan-duly
Total 125.8 137.2 8l0.3 1008 100% 100%
UsA 4%3.1 4T.4 242.8 34 %5 30
C.B. *)} 5.2 545 37.1 T4 4 5

Expor

Totel 102,2 12846 T34.2 100% 100% 100%
Usa 49,0 58,2 340,.6 48 45 46
C.B. 3.1 § 12.9 41,7 3 10 6

AN N KR WO
3
MW VoW 0P

=
v ®
W-=10

§ - Revised

% - C,B. refers to the Copmunist Bloec, including Czechoslovakis,
Foland, Hungery, East Germany, Commnist China, Rumania,
USSR, Albania end Bulgaria.

Source: Eoonomic end Finsncial Statisticel Service,

Ministry of Finance.

[ UNOLASSIFIED
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SUBECT:  Femoticn bo Janlo Quadros! Zeonomic Program  olaf~—

M#QM—# 42 ¥no-f DLF-L Qgn-g USIE-/
The Correlo Paulistanc asked Mr. Plinlo Cavalecantd de
. Albuquerque, Director of the Coffee Department of the
Erazilian Rural Soclety, for his opinion regarding repllies
recently mede hy Jenlo Quadros to four of the duestions askéd
by the press. The followlng questlons were asked by the
newspaper; -

CERP =~ Section D Item IV-A-}4

1. ghould Janlo Quadros eliminate exchange confieation
in the menner indicated by him? Is the country prepared for
that measure? What would be the repercussions? Should”
confiscation be eliminated immediately?

2. The Presidentielect referred to "disinflation" to
indicate a milder form of combating inflation. Do you think
1t possible to "disinflate" without affecting the rate of
econcmlc development?

3, What is your opinion on regulating the remitbance
of profits by forelgn investors?

4, What do you think of the following reply made by
Janio Quadros: "Imaintained during the campalgn-thab Brazil
phould sell to those who want to buy from Brazil and should
buy from wherever it is to Brazills intereat to do so."

Mr. Plinio Cavalcantk said in reply to the first questlon
that no one in Brazil can overlook the need to eliminatsrthe
artificial aspects of the exchange. Prolonged dlstortifms,
however, make it difficult to take rapld correctlve mex B
and Janio Quadros intendsypéi@eso gradualy. Coffee planteys, -
Cavalcantd pald, no longer akefingerested in a direct dubpfes---
gion of the existing system. Overfroduction of cofreegiqgies
offlcial support mea g, and non-Ainflationary funds = t
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J purpose oen be obtained only from the ourrent exchange premium
fund. Enlightened coffee planters interpret Janlo Qusdros'
remarks as not meaning immedlate abolition of exchange configca-
tion, but utilization of the exchange profits, obtained from
the sale at auctlon of exchange produced by coffee exports,
entirely on behalf of coiffeec.

on "disinflation™ Mr. Cavelcantik sald 1t was hls belief
the President-elect did not wish to reduce the rate of economia
development, but to prevent inflation from getting worse without
resorting to deflation. Ke believed an effort would be made to
stabllize prices at their current level.

On point three Mr. Plinio Cavalcantl replied that he
could think of no one who eould object to the remittsnce of
profits by forelgn investors, or who could be In favor of such
remittances without some regulation, Janlo Quadros intends to
regulete these remilttances, but it is stlll not elear how this
will be done.

On the last question Mr, Cavalcanti- sald common sense dia-
tates the broadest possible foreign trede for Brazil, since
Brazilisn economlc development depends upon exports. The
only way for enyone to sell to everyone 18 to buy from every=-
ones ™"Po subordinate trade to any other interests than com-
meratal interests 1s & luxury that only rich countries can
afford, and even that procedure 1s not followed by the United
Statea, which is the richest of all and whose vessels oarry

- goods to all ports, even those velonging to natlons with whose
political and social doctrines it differs.”

For the Consul General:

/—7 F2
Scott €. Lyon
American Consul

Sourceé Correio Paullstano Oohober 30, 1960,
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OF AGRICULTURE AND APPLIED SCIENCE
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Manhattan, Kansas % & 4‘(: Py

Dapartment of Agrlcultural Economisa November 2, 1960
Waters Hall

[vrl};j i i’.‘z‘v oA d A
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Ly ’ T

Department of State

Chief of Brazilien Desk iy

Weshington, D. C. og ]'fg’j'

vu'f' f_u r Coiipnes
Dear Sir:

To facilitete the orpanization of a review of econamie

development in Brazil, may I plesse have unclassified informstion
you have avallable for the last ten years concerning:

= 1. Population
8. birth rates b. death rates
2., Employment
3, Imports and exports
8, physicel data b. value data
Eelance of payments
Industrial growth
a, physicel data b. velue data
Asricultural
a. production prowth b. technolopical changes
d National revenue and income per man hour
. 8. Capital output ratios

4
E st
w® Eg

150

av/eg/il -

N
il arse

I would a.ppreciat;e having the names and addresses of
private or informaticnal proups in New York or Washington t
you kmow of who would have similar information.

ey i
T e o Gt ds Sincerely,

Lha

Ghusart | 5 e~ ﬁ/#
Frank B, Clayton
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Bantos Port Congested ‘B. B, Calm
Higher Wages Cause Frice Increazes 4. D, Ventura
Labor Unrest Js By Shea
Seoretary Denson Visits Sfo Paule F. W, Traeger
Oliver Replaces Case in Tracter Factory : R, B, Cem
Latin American Fres Trads Zone Discussed R, E,
8% Faulo State Secretary of Agriculbure Flans

Visit to U. 3 5 F. W,

it/o0"

£

obe

Santos Port Gongegted (UNCLASSIFIED)

The part of Saitos is again becoming congested becsusa of sgyeral o,
days of heavy rains, that hampered losding and discharging, and :
gtrike of coffee baggers and handlers thet started on Ogtober 27 and is still

= E
)

andecided, In the mspntime several vesssls schaduled to load coff
passsd Sentos or left after a few howrs in the harbor, . On*Hovember “
, there wers 21 vessels awaiting docking spane. LRy

2. Hisher Wages Cgupe Price Inorenses (VHGLASSIFIED)

o <
Tncreassd wages, primarily minimm wages, and risin opir-ti".\i‘g r
costa csuped the mmicipal transport company
Trangoortop s Comm - CHTG) to incremss fares by spproxinatal ‘“
percent, sffeotive Noveghgr 1. Om that date, a total of 114 "Ante

state trucking corpenismiraiied interatate freight rates Yy 3% peroen

for the mame reason, Thwfolldwing other price increases wers.also . % =
attributed largely to higher wages, The Brawillin CGoffse Jp ute anihor-
ized coffes roamters and distributors to ralee the retel)l pitée of coffea

lyw 22 paroant, 8 Mrsirome by spproximtely
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Laundry service rates went up an average 15 percent. Willys Overland do
Brasil S, A, announced & 2 to 4.5 percent riee in the prices of its jJesps,
station wagons, and small passenger cars. At least one other motor vehicle
manufacturer 1s expected to raise ita prices in November.

In Compinas, the higher wags level caussd the street car opsrators
to request fare increames of 65 psrcent, while bus opsrators mpked for e
increase of O parcent,

3. labor Uprest (OFFICIAL USE ONLY)

A sharp rise in food pricss and the cost of living, combined with con=-
siderable lsft-wing agitation, has resulted in a wave of strikes in the
City and State of S¥o Paulo during the last fow weeks. An estimated 120,000
motal workers are entering the fifth day of a walkout which halted productlom
in metal, machine and electrical applisnce plants and factoriss in the capital
olty. A oompanion strike of soms 30,000 typographicel worksrs lasted two
days and was sattled by sn sgresment which provided a wage increass of 31
percent for printers employed Ly newspapers and an incrsase of 36 percent
for printers worting in publishing houees. A strile of 25,000 shoe workers
which lasted four days during the previous woek was ssitled by a labor court
decialon awarding workerx a 25 percent increass in existing wages.

Two strikes are also in progross in the large coffee port of Santos,
a five day strile of longshorsmen handling coffes and a wesk-old strike
of ferry md passmnger boat workers,

The longshorsmen walkcut hae affacted 150 wmrehouses snd has brought
all coffes shipping activity to a halt, The strikers are seeking mn increase
in wiges of 40 percemt, The ferry and pagsenger boat dispute involwves job
elamsification snd fringe benefits.

Obemical, pharmaceubical, and textils workers in the oity and thvoughout
the State whose oontracts ars now expiring are aleo thresatening to strike unleas
wages &re substantially increamed. At the same time a strike of some 600
bilscuit workers smployed by a British firm is now in its 135th day. The
walkouts have in the mowt part bsen orderly and no major incidents of violence
have bsen reported,

Gompapts Three weeks ago labor peace in Sko Peulo appeared to bs assured.
Hinimnm wages had besn inoreased some 60 peraent from Cr$5,900 to Cre9,uio,
approximately U3$32 to §52 & month at the present fres market rate of exshange,
-Metalworkera and. employers appeared 0 ba resching a peaceful agreement
rrsliminary negotiations. The workers ware demanding 50 parcent and the
aployers were offering 29.4 psroent, but 380 Paulo labor leaders falt that
both parties would settle for 36 paromt. However, prices began to rise
and the ever present Communists formed a eoordinating committes to beat the
drums for wage increases among the rank and file and to direst strike
activity, Employers faced with paying new minimum wages also stiffened
and pared down the demands for fwrther sizeable incraasss, As s result
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the situation has éb degemerated thers is a possibility that an estimated
half million workers could ba involved in work stoppages in ths near futura,

ke Segpetary Bensop Visite SYp Puule (UNCLASSIFIED)

United States Seorstary of Agrioulture Ezra Taft Benson, accompanied by
nt of Agrioulture officisls and U. 3, agrioulturdl newsmsn, visited

Sffo Paulo October 24 and 25 during his market development and goodwill trip to
Bouth America, While in SEe Paulo he met with State Governor Carvelho Pinto,
State Seoratary of Agriculturs Jose Bonifacio Coutinho Noguelra, end other
state officials and disoussed U, 8, w Brasil agrioulturdl relations in general
and S¥o Paulo®s development programs, as well as trade aspscte of sugar, wheat,
coffes and cotton. He gave a #isjor address at a luncheon attended by some 350
8%o Paulo agricultural and oisl leaders snd ibara of the American busine
community in which he spoke about U, S, agricultural trade policy and relations,
the Aot of Hogota, and hemispharic relstiona in gemérsl. A one=hour press con-
ference followed the luncheon. Seoretary Benson alaso ikook part in the signing
of an agroement bstwesn the Great Plaing Wheat Market Development Association
and the 3¥o Paulo Federation of Industries under which a nubtrition education
program emphasiging vegstable proteins will be carried out jointly by the S¥o
Paule wheat industries and whsat producers and V. 3. wheat growsre.

Commentt Sscrstary Benscn's successful visit in S¥o Paulo was most useful in
alarifying U. 8, agrieulbural trade pelicles and prospecis, espsclally ae re
sugar and wheat. Hls speach waa warmly and enthusiastically rsceived. Hia
participation in the mlgning of the wheat market development agresemmnt eulminate
lengthy negotlations for this agreement. His visit, activities, and statements
wers widely reported by the local news services.

5. Qliver Renlaces Caes in Tragtor Fagtory (UNCLASSIFIED)

The J, I. Gase Company, whieh had joinsd Industrias Pereira Lopes 5, A. in
the Formation of Cia. de Maguinas Case for the praduction of tractors in Sie
Faulo (ses desp. 362 of April 17, 1960), gave up ita plans for msking trastors in
Braxll, Persira Lopas is now working with the Oliver Machinery Company for
the produstion of tractora in Erazil, in place of the Case Companye

6. latin Agerissn Proe Trade Zeys Disgunssd (UNJLASSIFIED)

The Latin American Free Trade Zone {still reguiring Congrasional approval
in Bragzil) was digoupesd in Sifo Paulo by Federal Forelgm Office and finamcial
officlals at a meeting held on November 3 at tha Federation of S¥o Paule
Commerciel Assoclations, The main purpoze of the meeting was to obtain
informstioe on products to bes included in the mutual and negetiable ligts of
the for gradual customs duty elimination in 12 years. For that purpose
questionnaires were distributed to be fillsd out by everyone interested in
developing or expanding trade in the zone.

- |
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The Seorstary of Agriculture of the State of So Paulo Jose Bonifacio
‘Ooutinho Nogueira plans to fly to New York along with other Brasilisn
officdels on November 9th on Varig Alrline's Jet flight insugurating ite
8o Paulo - New York routs. He hopes to spend one day in Washington in
mestings with Departmsnt of Agriculture md other U. 8. officiale, and
sxpsots to return to %o Paulo on Novembsr 15th.

1 BSeoretary Noguelirs states privately that he would like to discuss
sarioultural relstions and U. 8. tecmicsl assistance in agrioulturs in
partioular, Searetary Nogusira mst with Sscretary Benson during the
1atterts visit to Sfo Paulo and broachsd these subjects. The local press
reports that Secrstary Nogueira is going to the.U. 3. to continue negotiations
begun here with Secretary Benson,

b

William P, Cochran, Jr.
Consul Gensral
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sunsecr: MOWHALY ECONOMIC SUMMARY - Rio Grande do Sul - October 1960 ==
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r 1. Agricultural Developments "f‘{ N2 bee ?ﬂ
2. Domestic Trade and Commerclal Adtivity [y 4/ Fd"i’.g’/
Forelgn Trade S
Industry and Investment Developments
Transportation and Communications
Finance
labor
Miscellaneous

i

SIMMARY:

The weather has been reported favorable to crops and cglo
during October., Wheat forecasts are conflicting, The rice
sltuation improved because of additional federal funds received by
TRGA, Current wool clip is expected to be of better guality and
somewhat larger than previous erop because of favorable weather
conditions, hetail and wholesale trade sources continme to report
satisfactory sales. The cruzeiro in the free market weakened
slightly, The money market tightened after two easy months,

Local exporters have been invited to contact Uruguayan firms
interested in importing bapanas, tobacco and yerba mate, Strikes
continued to disturb menagement-labor relatlons,

1, AGRICULTURAL DEVELOPMENTS:

a, Rice = The rice situation has improved in as much as IRG A
(Rice Instifute) received an:mdditlonal $#2,500 million of federal
funds and 1s sctive in the!miriet, havinz purchaged a total of over
2,000,000 bags to date. With the new funds IRGA's purchAses are
expected to peach close to 3,000,000 bags from this season's record
17,500,000 fifty-kilo 'h_%.ﬂlgo rough wice harvest. Local prices are
up and rice is once mghin's ﬁn“h in quantity, Although price
ceilings continue in Rio de Janelro, Rio Grande do Sul rice is
repertedly being sold in that area above the cellings without

|_:I.ntervention from COFAP authorities, International prices, as “11’_1
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are reportedly rising and it is now felt that IRGA's stocks can be
exported before year-end without mueh diffieulty,

be Wool = Estimates for the wool clip now in progress are for
8 yield of 25,000 metric tons greasy, as agalnst 23,000 metric toms
last year, which 1s considered a satlsfaetory increase from flocks
atill feeiing the effects of last ¥ear's floeds, It probably will
be another year or two before the total clip reaches former levels
of 30,000 metric tons., Quality is reported better than the last
clip and prices average about [§3,000 per arroba (15 kilos), with
top quality bringing 4500 per Arroba, It is expected that these
prices will remain reasonably steady throughout the season, asz
domeatic indnstiPidl-éapacity, estimated at 22,000 metric tons, has -
not expanded significantly, and growers' productlon costs are
glightly lower this year because of favorahle weather,

B, &gxhuﬂa = A small amount of soybeans from the current

seaspft's excellent harvest 1s still being marketed, and prices

§aont1nue to be firm, latest quotations reaching (1,000 per 6¢-kilo
Be

d, Wheat - Forecasts for the 196061 wheat harvest in Rio
Grande do are gsomewhat conflicting, Soms sources predict a
short erop, whersas others indlcate a high yield compared wilth the
previous disappointing erop. No indications are avallsble as to
the area planted, The Bank of Brazil, wheat cocoperativew and the
gtate Secretariat of Agriculture are making a survei: to establish
the average producfion cost ¢4 fix a minimum price for the coming
erop. Bakers in Porto Alegre continued to pressure authorlties
for an inerease in hread prices, particularly because of the higher
minimum wage now established by the federal government.

2, DOMESTIC TRADE AND COMMERCIAL ACTIVITI:

Despite the distraction of a national election and its effect
on business conditions, retailers and wholesalersa report satisfactory
sales with trade bill collections continuing to improve
particularly in the interior. The &0 percent inerease In the
minimum wage level, approved this month by the federal government,
will not be immbdiately felt by consumers of locally manufactured
goods, as many companies with a large number of employees in this
category recently ralsed waiea and prices in anticipation of the
new law, However, the local press has already carried reports of
projected price increases for gasoline, tires, transporiation, and

Comparative figures of state sales for September (latest
figure avallable) and August 1960, ard September 1959 are as follows:

September 1960 August 1960 | geptember 1959
22,000,582 26,272,100 16,490,632

[ umcrASSIFIED
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3, FOREIG s

No major items have come to hand on forelgn trade activitles
during the month under review. Newspapers were mostly concentrating
1ts reporting efforts on the political campaign and results of the
presidential elections, It has been noted, however, that Truguay
has a demand for Rio Grapde do Sul bananas, tobacco and yerba mate,
amounting to a total of US$LOB,018, Exporters have been invited
to contact Uruguayen importing firms.

he INDUSTRY I DEVELOPMENTES :

Representatives of industry held discussions early in Cetober
with the president of the Federation of industries of Rlo de Janeiro
on the working of the Montevideo Treaty. A 1list will be prepared
of loeal products available for export under the Treaty,

5. IRANSPQRTATION AND COMMUNICATIONS:

Tele e Pro - The State Leglslative Assembly hag not
yet decided about the contémplated formation of a mixed capital
telephone company (Desp, 15, October 541960, Item 5). Further
development wlll be reporte& by the Consulate,

6, FINANCE:

Exchange - The cruzeiro weakened slightly in the free markét
in October svemgipé 191,21 to the U.S., dollar (check btuying rate),
compared with {®188,96 in the previous month.

At the import auctions in October the premlums showed slight
variations from the previous month levels. In the gemeral
category the dollar premiums averaged [210.00 against (209,25,

In the special category premiums paid averaged Hi577.53 against
®512.45., The Soviet Bloec auction premium for the agreement dollar
rerained nt @178.00 in the general categorys No speclal category
agreement dollar was auvgtloned for Sovliet Blec imports.

“Fi_n}_gﬂi" - The State Governar signed a2 law in Detober
authorizing Secretariab of Finance to lssue the fourth series of
whprizolatas" amounting to §42,780,350,000 in the denominations of
150,100,200, 500, 1,000, 5,000, 10,080 and 100,000, The redemption
:l'o: these treasury .’Latters varles !‘rom 15 to 360 days of lssuance
data,

ugn?-_c_mg%mg - Ater two relatively easy months, the money
market tightened once again durinz October, according to banking

sources, Panks, faced with continued heavy demend for lcans, were
. not able to mee': all the short term discount needs of good clients,

[OCMSSIFIED |
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Strikes continued to upset normal conditions during October.
Stevedores went out on another one-day strike, their second in three
months, and gas station attendants struck for three days effectively
cutting off the supply of gas and oll throughout Porto Alegre., It
13 belleved that striites will be continued in November because of
apparently unsatisfactory settlements, 8Stevedores truck becauge
of delay in payment of wages, and gas statlon attendants demanded
payment of fringe benefits. Locel minimum wage has been increased
from #45,000,00 to §48,000.00 permonth, effective Cctober 18, 1960,
which w:lll reflect in higher living costs,

B. MISCELLANEOUS:

stg;i Electrification Program - The following imports were
authorized under forelgn fineneing arrangements reglstered with

the SUMOC.(Money and Credit Contrel) in May 1960 by the State:electric
generating and tramsmission equipment, valued at 223,100,000 1lire,
Us$862,197 and US§(Czech) 2,100,000, These were financeti from

Italy, the USA, and Czechosicvakiu over pericds extending to

November 1967, 75 montha and 60 months, respectively.

Light apd Power dlcate Ltd, .- Pelotas, second important
eity o e e, has been hit by a power shortage, and protests
agailnst the loeal Light and Power Syndiecate Ltd, (Amerilcen Foreign
Power Company subsidiary) have gained strength. Because of threat
of expropriation by the State, this public utility has been
discouraged to expand 1ts generating capacity, Protests also
inelude high cost of electricity and frequent power rationing
programs. Sr. Wilson Vargas, State Seeretary of Energy and
Communications told the press that the State Government 1z
sontemplating expropriation of this Tnhited States property, but
studies will not be coneluded until Januaery, 1961 when a declalon
will be made, The Consulate will report further developments.
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sumecT:  BIWEEKLY ECONOMIC REVIEW (Period covered October 18-31
"o Mn-35 tia—lb 0CB-2 USA-Y

- M{a' a9 IXDEX Bt Fgg j
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1. Rio Legislators Vote Intervention in Telephong Co; 3

On October 21, the Rio de Janeiro Oouncil of Aldermen unexpec—
tedly approved a two year-old bill intervening the Companhia Tele-
fénica Prasileira (part of the Canadian-owned Light Group) by,
aeccording %o the bill, the prefecture of the old Federal District
(now the State of Guanabara). The bill provides that the inter-
sention, which will last until telephone gervice is "regularized",
will extend to the control of revenue from operations of the CIB
intercity and international services when calls originate in the
{0ld) Federal District,  TFu¥themmore, according to the bill, the
clty goyernment will alst'operate directly, by meens of a mixed
[govement—priva‘te) company, telephone gervice in mitual traffic
with the 0TBj action to this effect can be started within 90 deys.
The bill was passed bx:.yhzﬂcgpngglm rg oge current legality and
future existenae is uncerfain as'a ult of the October 3 election
of & Governor and COonstituent Assembly, following settacks L

|—Light Group in comnection with a pne-day esirikesid
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employees of the Light-owned street car company. According to
present indications, the bill will have to be moted wupon by
Governor Sette Camara and cannot be held over for incoming Governor
Oarlos Lecerda. (UNCLASSIFIED)

QOomment: The passage of the bill came as a complete surpiise
and was made possible by some adrolt memeuvering by the bill's
supporters, who took adventage of the temporary sbsence from the
Council of its opponents. The sldermen's action appears, in part,
0 heve heen a politically notivated attempt to embarrasa Lacerda
by dropping the issue in his lap. Now, however, it seems that
gome eetion on the bill will have +to be taken by Sette Camars before
lacerda's assumpilon of power. The CIB appears to belleve that the
p111 will somehow be nullified tut the situstion is so confused that
the company is not reamlly sure what will happen. For example, the
obviously anachronlstic references 4n the bill do the Federal
Pistrict and its prefect would olearly seem to be & fatel flaw, bub,
no one is positive that this argnment will hold., In iteelf inter-
ventlion offers no hope as a means of solving the acute shortage of
telephones in Rlo--there are estimated to be 200,000 unfulfilled
requests for phones--which has been brought about principally by
the maintenance of government policles on profite which make
investment in new plants unattractive. The CTB-supported solution,
embodied in another 1ill under consideration in the Council of
Aldermen, calls for aslf-finencing of installation by subscribers,
who would receive debentures in oxchange for their payments .

(OFFIGIAL U3E ONLY)

2, [Bent Control Extended:

On October 20, the Federal Chember of Deputies extended the
1ife of the remt control law antil June 1961, thereby postponing
until that time consideration of the various proposed changes in
the rent legislation.. At the present time there is a wide gap
between the controlled rente paid by tenants who have been occupying
dwellding units for some time and the uncontrolled renta which mst
be pald by new tenants., 4 proposed amendment %o the lew would
guthnorize gradual increasea in the rent on controlled housing 8o
thet sfter five years the gap would he closed. FPrior to the
Chamber's sction on October 20, most lebor leaders made publio
statements urging continuance of rent control, and af terwards
some expressed regret that the extenaion was for such a ghort
period of time.: (UNCLASSIFIED)
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T Some After Effects of Minimm Weze Increages: .

The pressures on the Federal Government's price control
agenecy, UOFAP, were increased by the 60% increape in the legal
minimm wege which went into effeet on October 18. Retailers of
meat, milk, end bread, as well as owners of Rio's numerous coffee
bars, petitioned for price inareases because of higher labor
costa. COFAP authorized an incremse in the price of bread, but
hes thua far deleyed sction on the dther petitions. Both the
butchers and the coffee bar owners say they will cease all seles
until higher prices are aunthorized {the dairy industry won &
price increase from COFAP last July by suspending all sale of
7ilk in Rio for some ten days). COFAP puts & specific price tag
on only & relatively few basio faoed items, and on these ltams the
controls are fairly effective; on other consumer items, COFAR's
controls are quite flexible and not greatly effective.

The 60% incresse in the legal minimum wage is reportedly
causing some unemployment for workers in low=-wage industries,
although no statistics are aveilable. HRio!'s hotel indupetry, for
exemple, has reportedly dipcherged quite e few workers on the
grounds that it can not afford to ralse weges from Or$6,000 to
Or$9,600, the new legal minimum for Guanebare. In a statement
to the press on October 20, Lakor Minister Batipta Ramos saild
that this unemployment does not worry him becausse = gimilar
gituation always develops right after an increase in the legal
minimm wage, but that business socon adjusts to the higher wages
and the unemployment is only temporary. (UNCLASSIFIED

4a Pan Americen Railway Congress Ende:

The Tenth Pan American Rallway Congress, which opened on
October 12, came to en end in Brasille on Oetober 27, at a formal
closing session presided over by Minlster of Transport Amarel
Peixoto in the sbsence of President Kubitschek. The business
meetings of the Jomgress were held in Rio de Janeiro October
12-19 end were gquite successful despite mome delays in the
preperation and distribution of scme of the taghninal papers.

On October 20 the Congress moved by train to Seo Paulo for
week-long visits to railroads and manufaoturing installatione in
the area and for an elaborate exhiblt of railroad equipment in the
oity's Ibirapuers Park. The U.S. Delegation, headed by Daniel F.
Loomis, President of the Association of Americen Railromds, took
a leading role in the Congress and made an excellent impression
on their fellow delegates and Brazilian hoete. Mexico City was
l-chosen by acolamation as the site of the XI Gungfa%a in 1963,
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Comments On the whole, the Congress was very well organized,
egpecially in the light of fne severs handiceps (mostly of =

finencial nature) created for the Brazilian arrangements committee
by the delays end heavy-handed procedures of the Braszilian Govern-
ment : {OFPICIAL USE ONLY)

5. New Reduced Rate Air Service Beitween Brazjl end Portueal:

On October 27, Paneir do Brasil and Transportes Aereas Portu-—
mueses signed an sgreement, under negotiation for e year, creating
a reduced-rate sir service, populariy called Frdéndship Flights,
between Brazil and Portugel. According to the agreement and %o
the implementing regulations issued by the PBrazilian Air Ministry
(a) the service, which is regionsl in nature, will operate only
between the two countries with intermediate traffic atops only in
territories of thoge countrles; (b) tickets will be sold only in
Brezil and Portugel and only %o Brazilian and Fortuguese ciltizens
or to forelgners resident in the two countries; (c) only piston-
airceraft in a compact configuration mey be usedj (d) merviocs on
bomrrd will be more modest than that in pregent tourist class
flights; and (e) Panair and TAF will operate the service in pool.
The fare for the mervice has besn set at $215 (roughly the equiva-
lent of a third-class pasaage by ship); Paneir DC-TC's will be used,
with e prospect of eventual employment of TAP Super Constellations
in 19613 and twice-weekly flights will commence in December.

The Air Minietry, in its regulestions concerning the service,
stated that third-flag carriers could carry between Brazil and
Portugal only a fixsd number of pasaengers, this figure 4o be based,
in general, on the traffic carried in 1958 and 1959, increased snnual-
1y by ten percent. (UNCLASSIFIED)

Comment: From Panair's point of view the new service offers
the prospect of effective utilization of its DC-TC's following the
entry into service, scheduled for December, of ita two DC-8's,
partial finencing of which by the Exim-Bank was recsntly announced.
The sharp reductions in fares may very well have unsettling effects
on the already umnstable IATA rete structure in the South Atlantie.

: (OFFIOIAL USE ONLY)

6. B 1-West German Trade Commission:

The Brazilian Foreign 0ffice announced sstablishment of a
mixed Brazilian-West German Committee to study the poseibllity ch
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an inerease in commerciel relations between the two countries,
in aeccordance with recent conversaticns in Brazil with German
Minister Von Brentano. (UNCLASSIFIED)

T« Agricultural Nodernizetion Study:

Under the Brazilian Development Council there was created
the Executive Group for Modernization of Agriculture (Grupo Exe-
cutivo de Modernizagao da Agriculture)-GEMAG - to study means for
modernizing and mechanizing sgriculture end the indusirialization
of sgricultural products. (UNCLASSIFIED)

B, Firgt Brezilian Tuna-Fishing Vessel Launched:

Phe local newspapers reporied that the first Braszilisn ftuna-
fishing vessel was launched in Rio de Janeiro. The vesssl will
fish the Allantic 'eommtal zone along the states of Rio de Janeiro,
Sao Peulo, Parsna and Santa Catarina. It has & capaclty for 30
tons of fish. ITta crew congists of 20 Brawilimns and the technical
part is in charge of two Japanese,

9, Belo=Horizonte-Sic Paulo Hishway Tnaugurated:

In two separate cersmonies, one in the town of Betim outside
Belo Horizonte and the other outside of S&o Paulo, Preaident
Kubitschek on Ootober 22 formslly insugurated Federal Highwaey BR-
55, the so-celled Fernao Diess Highway, linking Belo Horizonte and
880 Paulo. The completely psved road covers approximately 560
kilometers, about 100 of which are in 880 Peulo end the remsinder
in Minas Gerasis. {(The 5a3c Paulc segment had mctually been ineugu-
rated in July 1959 by Governor Carvalbo Pinto). Of major economic
significance, BR-55 completes the triangle of paved highweys
connecting 8ao Paulo and Rio de Janeiro and serving the economie
heart of Brazil.

The highway, whieh follows the route FR-2-Braganga Faulista-
Extrema (in Minas Gerais)-Pouso Alegre-Varginha=Oliveira-Betim-
Belo Horizonte, passes through the richest part of the state of
Mines Gerale and will facilitate substantislly the movement of the
products of Mines steel plants to the Jac Paule market, The lack
of really good, direct raill service between Belo Horigzonte and Sao
Paulo heightens the economic importance of the mew roed, which

L =]
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will permit the connection between the two cities to e made in
ten hours. According to the Nationel Highway Department, the
total ocost of the highway was Crd4,561 billion. (UNCLASSIFIED)
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I, SWMARY

It appears that 196C will be & good year for the hig money orops
of the Noritheast, The qusting of the sugar vene cowmenoed on Sep- '
sember 1 with an astraotive buylng price having been ses by the Sugar
apd Alcohol Institute ffor the 19608l sugaz orop; she prospache of
selling in the U, 3. marke% has snthused the local sugar indusitry.
The winter weather oonditions have been favoravle for a large suger
erop {13 million 6C-kilo bagzs in Pernambuco)., The cobbon mabimed
late (30 days) and prioces were unusually hizh in the interior as
ginners were foroed %o hid hizh in order to sover early sales nom-
mdsnents, The orop is expeoted $o0 be a large one of betber shen
average quelity. August was a good month for the sisal growers be-
cause of inoreesed exports but the marke’ faded in September,

General food oraps - beans, corn, manice, ete, - were classifled
a8 good or abhove average ithroushout the oram,

Tight money conditiona prevailed ihroughout the bperiod. The
larger lndustries were reporded %0 be having financing difriculsies
and efter beins unable 5o discount their irade bills, Deepliie shis
retall seles were melntalned at high levels and optimism apparently
predominates jn business circles. The Hextile lndustry has enjbyed:
& prosperous year and only recenily has some huyer resistence been
eneouniered as, probably, all refailers rush %o stock Sheir inven=-
sories before the next ound of price rilses,

The reglonal drive for Andusbtrlallzationespurred by SUDENE and
State ald - appeared te be galnlng momentum RS the ground was broken
for several new lndusirial enSerprises.

ITOULTURAL DEVELOPMENTS — ;
4. _Pernambuco erlan Reform Program Continues \

Governor Cid Sampaio, on September 3, decreed iheid for "public 2!
uBILLtY" the Siase will expropriate swo more smell sugsr planbations.
These two "engenhos" (Barrs and Terra Preba) will be vombined wish

the Engenho Gallles ee part of She Governor's colonization and agri-
oultural resform progrem. The exvess of rural workersifrom (Gelilea

will be moved onto the new holdinzs.

COMMENT: REach fermer is glven 1C heotarss (about % =
25 acres) of land which - If all payments are me$ -
will be hig within 20 years, The State 18 aleo sup-
plying techniloml (agronomi.st)_,\_e.ﬂmln.!.strati.vs, ané
marketing support plus sohools aqg medical assissance,
Governor Sampelo hee stased that he will use §$5 million
of a forthcoming $15 million loen From privase gouTces
in the Tnited Staies to floance his azrliecultuwral relorm
program.

|
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B. A Bad Year For %he Onions of SHo Franoisco

me iotgoduotion, several yemrs ago, of the onion into the in-
terior So Francisoc Velley aresa of Pernambuco was a sucoessful ex-
perdment; meny ssrugzling rearmers prospersd. Tradltlonally she looal
anion arowers' maln problem wes transporting his crop %o the southern
pazkets; thls yeer two new problems hove arisen Lo shaiter hopes of
another zood year. In Fuly & nysserious blight was reported %o be
endanzering the totel erop. Retrewnching from the infestatlon, the
onlon growers were nexh hli by a Federal (COFAP) decision %o Impors
onlons from Bgypt end Avgentina in order $o prevent high domestic
onlon privces, By late Augnat the prive off onlons from the new oTop
had dropped from Cr§4s8 so Cr§2b per killo, and hy aid-September 5o
Crd5s per kilo, 8S08's were heing frentically wired to both State snd
Tederal authoriiles.

G. Tractors For Pernamhueo

Thilizing a loan from the "Benvo Evonomlco da Bahia®, the Per-
nambuso Seoretary of Agrioulture purchased 115 traotors {of whiah
a7 will be 35 N.p. models, 18 will be 50 H.P. models, and 10 will be
85 H,P. rodels) for uge by GACEP (4grioultural Btorage Qompeny of
Pernambuco) and Pernembuco fermers., Of the total, In%ernationel
Hervester (U. 5. eud Germen branches) will provide 110 tractora.
Thirty-s1x Allis Chaimers trachora, obsained shrough a prevlous
purchase, srrived in Reoife on August 31 and were promptly paraded
as another echievement of the present State administratlon.

COMMENT; There ls still a question of the tralning
of skilled operators, genersl meinbenanve, and replace-
ment parss for the trastors which are heing dlepexsed in
the interior communijies.

£II, FISHERIES AND MINERALS
" A. Povelsn Fishing Operations Crisleized

A% the Pitteenth State Congress of the Students of Pernambuco,
on July 2, 1960, & motion was approved %o censure thepiratiosl”
activisies of the Japenese fishing vompeny Nippon Relzo in Brazil.
The Tapanese, in their whallng snd tine operasions in Northsastern
waters, wers ploturdd as aeting illegelly and conirary 0 the terms
af their consreet with the Minfsiry of Asrieulture. (Jornal do Go-
merolo, Fuly 31.}

The Mintsier of Agriculsure, Barros Oarvelho of Pernaiubuso, An-
nounced on July 51 shat he hed ordered a team of Bxperts o atudy
severplfgrave acousabdlons” thab hed been made against INERAPE, the
Nippon Helzo affiliate in Reclfe. Minlster Carvalho hinted that the
Government mey shep 1n theestablish a federal flehing fleet and a
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chein of refrigermted depoaits. (Jornal do OQomereio)

In & July 19 conversasion with Reclfe Mayor Mgusl Axraes a

SUDENE teohnivcisn from France accompanied by she French CQommercial
ttaehé and other Embassy offioials reporied that the Suna gold ror
cr§6b per kilo in Reolfe ocould (or should) be sold for Crf§sd. The
French then suggested ihat a French fishing fleet now in Dakar could
hendle the job, but only wlth M"epecifie zuerantees® whioh would be
necessary bevause of INERAPE's Government approved.operatione in the
Nersheasbs. The Frensh noted thas the inferior bleck sune meab
marksis for more 1n Reelfe than the internasional price of whlie hune.
(Tornal do Gomereio)

The ploneer of the lobater exporis in@ueiTy in Brazil, hmerdean
Morgan Heckman of GQeard, was in denger of having his operailons
closed down because of-a variety of legal end contractual &iffi-
sulties that have mmmamg enmeshed him in dirfioulties with Brazilien
Naval authorities. In July, the Capsein of %he Ports of Qeerd
presged oharges against Haockman before a milisery tribunal (police
military aotion).

COMMENT: When last interviewed by a consular of-
ficlel (September 1960), Huokman sald the futurs of hia
Pan American Industries Lida. was s%1ll much in doubt
despite the sympathebic inveresi of Geard and Federal
subhorities, M. Hackman steried exporting lobhster %o
4he Unlted States in 1855,

L FINANGE

A, Govermient Deflcits Foreseen in Pernambuud

On August 30, Pernambuco Governdr Sampaio forwarded his pro=-
posed 1961 hudget %o ihe State Legislatura. His budged galled for
U1 inoome of Or4s5,007,868,000, and expendltures of 0r{6,les,251,305,
Yor a deflois of Ordl,156,563,308. The Governor sald shat ne hai
been oonpervative in his ocalenjaticns and hed not aonsldered such
enonomlc assists ag increased sugar exporis or the inorease of the
minjmun salary.

The Reolfe olsy budget was also presented in red ink on August
30 with a predicted defiely of ordesl, 664,400 (expenditures -

Grfl, 761,644,000 and recelphs - or§1,500,000,000). The sisy pay
roll was pegzed ab Cr$90e,10C,C00. :

V. TRANSPORTATTON

L | |
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TRANSPORTATION AND GOMWUNTCATIONS
Ao Recife Port Trarfie Jam

The Port of Reolre reporied a six mondhs (January through Juhe
186¢) hendling of 1,211,812 tons of cargo. The flgures were relsased
in Sepiember 5o counter mountlng charges of port stagnaslon, traffie
Jams, and lnefflolently slow hendling of ships and cargos. ILafer
figures by the federal ehief of the harvor dlstrlet reflected that
the tonnaze was lower shen for the years 1951-1950 and thait during
this year from B% o 19% of the ships in internetionel tealsio and
274 to 454 of the ships engaged in cabotage hed bean forced o walb
outside she herbor tor extended periofs hefore dookling facillties be-
pame avellopls. Preseure during Sepbember wes exersed by the dock
workera unlon and obhiers for the Federal Government to aatlonslize
the Stese miministered ports, Amaral Pelzobto, Minister of Trapnspol=-
sation, assured the worikers on Sephember 18, that the Pederal Govern-
ment would intervene %o solye the serilous malntensncs end lmprovementy
problems that the Pors of Reolfe is now fasing. Pernambuco aublhior-
ities immediately lambeled this as puraly politloal inaneuvering.

COMMENT; The State assumed the administzation of

4the Port of Reelfe in 1921 albthoush the Natlonal De-

partmens of Ports, Hivers, and Cenals remained as.an

inspeeting agency. wmince 1953, She expenditures for

operating the pomi have heen greatex than receiphs;

port maintenence end improvements have subsequensly

been minlnal,

In contrash to Heoife, the ports of Natal, Meceld, =and Cabedelo
weve complaining about the lapk of fraifle. In Caaxrd, the Federal
Depertinent of Poris wes blamed for the nopmplete adwinissrative dia-
organization of the Port of Mucwwripe" in Forsaleza. {plario da Nol-
te, Beps. 18.)

Railroad Progreds ln Rio Greouds do Norte

D,

Advertised as the svens of the century, Macaw, Rlo Grands do
Worte (Popilasion - 7,661) welecomed, on Augush 27, the first train
to ever ehug into the inserlor metropolis. Afver only 44 yeears of
off ané on consirichion, She "Rede Ferrovieris do Nordessa™ (REN)
finelly completed the link hetween Manau and the rest of 1%s norih-
amstaon rall network. (Digrlo da Nolte, August 29.)

ations for the purohese of 200 American djesel lovomotives (GE and
aM) with the ald of a 10-year Bxport-Tuport Benk losn, A loan of
$3 million wes eiso obialned in Switmsrlend for the purchase of

apare parta and Gools,

{ In othexr pzogessife sbeps, She RFN recently soppleved negoti-|




; g G Page_SE¥EN of
UNCLASSIFIED ' " Encl. No.==
(Clarsificatian) Desp. No. 18

Fro

Q. Mopge Eleotrlcity For Northeash

OHESF (Gim. Hidro-Elétrica do Sfo Francisco} president, Ansanto
Alves de Scuzm, related the following information in eaxly June re=-
zerding CHESF's present end future aperations’

Erepent potensianl of Paulo Afonso hydro-elestrie instal-
latlons: 180,000 kw.

Present demand: 177,000 kw.

CHESE -

Pregent dlsiribusion -

Pernambuso - 53.8%
Balia 24,9%
Paraiba 11.2%
Sergipe 6.0%
. Alagoss 4.1%

Perpambuco Gemand =

Texsile fndustries

Suger ané aloohcl Indusirles -
Cemen% indusiry

Fertsillzer industry

Ceramio Indusiry

Paper lndusiry

Six new tusbines of 65,000 lw for a $o%al of 390,000 kw will
ve in operation by mid-1961,

Later, on August 25, Dr. Souze stajed in Rlo te ¥aneirc that
1981 would see the installation of six 100,000 kw turbines o up
CHESP's potentlal b0 over 1 million kw for supplying the Northeasi's
demenids, {Disrle de Pernambusa, June 3 and Correio do Povo,Aug. 26)

Fortaleza =

Tor the first time, CHEST wish SUDENE'S backing, has entered
she retall elestrical business. As an lmmedlnis ald %o the power=
starved city of Forselezs, SUDENE advanced CHESF $720,000 for a
group of generators with & capacliy of 6,000 kw whioh were scheduled
I, arrive from She United States in Septemher, The addivional
6,000 kw will mean an inoreass of B50% in Portaleza's generabing
onpasliy. SUDENE 18 also providing ihe meens for the conssrustion
of & 15,000 kw power plamt scheduled Tor operaition in 19628, In
1964, Fortaleza, acsordlng to present plams, will alsc he supplied
by Peulo Afonso power. (Diario dm Nolte, July 13.)

L ]
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D, Paralba Petlilons CHESF

In August, Perafba offlalals discussed with SUDENE end GHESF
offlolals the popsibiliiles of a CHESF saks-over of the munieipally
owned eleotrie public ubility sysitem in Jolo Peasca to alleviase
their aouse poweyr problent. :

A, Bynshetic Rubher Jompeny Org anized

COFERBO |~ She Pernambuco Syathetio Rublier Company = was broughs
inso legal existence cn June Ll7. RxSwdEmiRCEElOmOeIE -
fhe State of Pernambueo will contribute ebous 02§500,000,00

of the comprany's inlslel capitel. Governor Sampalo stated sha% he
hed Invited menbers of Giffsrent classes o be the "foundera" of the
entiby; olasses represented were economisia, lawyers, lndustrisllats,
and merolents. The Stete will vonirol she vosing siook of the flirm.

On August 30, 1% was apoounced tha’ Flrestohe and Dunlop
factoriss in Sto Psulo haé already inlitlated Sest runs for manu-
faasuring tires wish ois-pollbutedlen {fhatural synthetie rubben™)
which GOPEEBO will eventually produce., £%ill conversing with 00=-
PERBO were officimls £ram such interesped firms ms Phillips Pe-
troleum, Firestone, Koppers, Goodrileh-Guld, Lunnes Corporsatlon end
Bleaw Knox Englneering.

B.  Mateh Factory for Fernamiuco

The Cospany Fiat Lux, pateh manufasturers, announced, on June

18, plaps for a fubure match factory 5o be lnstalled In Séo Lone
renco, Pernambuco., The faetory will reporbedly require 400-500
employees, and will produce 36 allllon hoxes of matohes per moptl,
(Jornal do Gomercio})

C. New Steel Flants

Fregident Eubitschelk was on hand September 17 o lay the
sornerstone Tor uhe new eleotro-siderurgicel steel laminating plan®
peing constPuoted by COSINOR (Gompanhis Siderur 1ca do Nordesie
at Gabo, Pernambuwec, on & 216 @cre DlLOT LeAT the JalOagto Liver.
The plent will require an investument of nore than Gr$2.5 hillion
and when completed, some three years henmce, wlll producs 120,000
4ons of rinished steel products. FPresldent Kubltsehek congradulated
the compeny {(end his Administration) for helping to achleve cne of
his netional "metas" (self suffiolency in steel produasion) and
gsslsting 1n she diversifioation of ihe tlor theest enonomy.. Leter,
speeking before the State Assembly, the President reviewsd his
|evtions on belhalf of She Norsheast (CODENO, SUDENE, OHESP-elentzl-
rication, e50,) end predicted an added investment of gr§ao billion
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in the Norihesst. He voiced hils coavietlon thab Reuife will become

the S&o Paulo of the Nolsheass.

WOTE: A Tecent SUDENE study hypothesized shab from
28 pnew 1ndust-ies belng vonstructed of projected for tha
State of Pernmembueo, e lesst 10,000 new job opporsunlties
would be avallable, Usilizing e Eeyueslan multiplier ef-
feat, tha sconomists foresaw 15,000 more "service™ po-
aislons snd & tosel of 73,000 (inoluding dependents) would
depive direget finmanoial beneflt and livellihood from the
indushriallzatlon.

Governor Sampaio, in the hackgrouwnd au COSINOR, %ook the &pot-'
1ight 10 days later as a similar ceremony for the "Agosul" (Gia.
Anglo Luso Brasileira de Avo) Steel Company leunehing in GoianTa,
Fonnamouco.  frlor 50 She eustomery vookiall, the Governor viewed
she skelebal ssructures of the new plent and inspeoted the HOC Gona
of Eaglish end Germen machinery thas wisthin three years will bs pro-
duelng 50,000 sons of laminatsed steel, 18 tong of siesl oable mud
wire, and 8,000 sons of parbed wire per year during its tirst sitage
of produeblon, :

D. Pernssbuco industrisl City

On September 29, Governor Sempalo signed a deoree exprepriat-
ing & 12,000 acre sugar plentasion near Cabo, 30 miles from Reaife.
This laod will be she first of several purchases in the area for
the future Pernmmbuco industrisl park, The new synthetic rTubber
fastory will be the first fastory to be insialled in the eves, The
alte is already serviged by paved highwey (Reoife-Maceld), reilroad,
and s navigable Tiver, The president of the ssate federetlon of
industries olessified she realization of thils project as the oub=
standing achievemsnt of GoWeraor gampaio's aduinlsiraslon.

Yil. TQRETIGN TRADE
A, Trede Miesions - U. 8. and Gzech

e Goverpor of Fernambuca recelved vigits Prom jwo commeruial
missiong in his palace on Jume 15, 1960, A Shree men itrede Heam
fpom Gzeshoslovekla visised Governor ganpeio wishin minutes afser
the Covernmor had bhid farewell to the U 8. Trate Misslon. Ths Qzeoh
team compressed 15s work into ome working day with li%5le publielty
belng glven o 1ts vlslt.

A5 a Desulyef the Ozeoh visli, the Cia, de Tecidos Paulista,
one of the lapzest Sextlle enierprises in Brazil, has purchased
$pom KOVO Lid, of Pragus, 500,000 dollars worsh of mechinery for
she bullding of mutomatie looms in Pernamhuco for the Brazllisn
textile Industry. The loom Fasbory will produge from 2~-3,000 ual%s
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per year, Royalties will not be pald for the Kove %yre loows thed
will be sold. Kovo i8 assuring the £inanoing of the deal Tor fiwve
yeers and will send a small team of technielmns %o asslist in she
installation of the machine %ools end the imlsiel operatlon of the
fagtory. OSUDINE, in July, was asked to obbaln e spenlal exchenge
rate for the purchase of the equipment plus exsmpsion Ffrom cuahoms
and ather %axes.

COMMENT: Paullsta spokesmen sajd sthau thers are
already about 1,000 Kovo looms operatlng in Brazil{with
the assleheanoce of a Few Czech seohniolans). Because of
exehange rate differences a 46" Kovo locm. san now e
purohased Tor $700.00, or about 1/4 of &the price of a
U, 8. imported loom. Qualitatively the U. S. produst
ig congidered to be betiter, bus not four Simes hetier.
The future Paylista produced looms will aogulire the de-
veloping merkes for the Xovo loom.

On September 24, the "Diaric de Pernaubugon published & news
relsase from FPrasue thabt she State of Pernambuco hed purohased 600
pumpe and 100 Skoda mojora for lrrlgatlon projeota,

ViII. INVESMMENT CLIMATE
" A. TPoreisners Plamed For High Prices And Inflatlon

nT4tg nod Teally she psople of S¥o Paulo who exe againat the
Northeast ..sse L0'8 Just that ths forelgn enpltal groups are lo-
coted more in S#o Paulo end from shere ey seek to plunder the
people." This wes the ratlonalizasion of Snr. Temesson Ferrelra
Lipe, heed of the Pernambuce Frise Goniyol Gommui,ssion (COAP) on
September 30, as he endorsed the Sheory thet the forelgn meat
pRO])SEI‘ﬁ are reaponsiovle Tor rising meat prices. {Jornal do Coner-
eio

Deputy Oswaldo Liwa Filho, PIB lsader in the Pederal Leglo-
lature and Permambusc polisical powsr, expounded a simjlap thesis
on September 16 whils disvussing the cendidacy of PSD=-FTB ocandi-
date Marechal Lots. Depuby Lima ¢ansiders that the avcnomle de-
velopment of Brazil 1s s5lll proceeding under she lnfluence &f the
teusis and monopolies, These "lnternaticanal oligopolise dominate
innumereple notivities in our evonony; and By She aotions of these
trusss shere ls provesding & viclent devaluation OF OUWI MOUEY sese
the 'metas' of the President should be ocontinued bub corrested by
a severs dlsoipline of Fforeigh capitel lp order %o avoid the draln-
ing of the nadional wealth So the exterior as hie happening today,"
He added that shis "dlscipline™ will "psrmilt razll t0 reach a
balanoed level of development freentrom inFlationm.™ {Jornal do Oo-

[ |
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IX. S0CI0-ECONOMIO

A. Movement For Masg Culture

The "Movimento de Culbura Popular” (Movemsnt of Mase Qulbure),
sponsored by Realfe Mayor Miguel A-rees, continued e gein momenhum.
By late August, B4 schoole %o educa%e the underprivileged olasses
ned been initlsted and were functloning; 82 schools were opened 1n
Septembier (S oshers were delayed because of ™iechnical® diffleoultles
wikh property owners); 200 of the MOP schools are soheduled %o be
added in 1961. MOP offlolals hope to enroll 4,500 studenis by the
end of shis year; Tigures wers not released on the number of
netudents™ atberding the night courses for adulis that She MGP has
also quistly lnaugurated,

In increased pre-elewtlon avilviiles, State offielals also
stepped up Shelr program of zood works. In Septerber, Governon Seun-
palo officially lnauzurated seversal {15) public schools ln the
creater Recife aren op well as first ald staslons and medical clinise.

X, MISCELLANEOUS
A, 0Orfs Dam Resonsirueblon

During Presldent Kubitschek's viait in Reeire on September 17,
he vonferred hriefly with the enginser in aharge of reconsbrueting
the masslve earthag: dam which had been parslally washed away = wilth
aigpgbbousimeaults - last March, The Prepident sald he would 1ike
%o attent the ceremonies honsring the complefion of She dam on No- e
venper 15. The DNOGH (National Anti-Drought Deperiment) engineer,
Ansstaclo Mela, nodded his agresment, Tor only days before DNOGS
hadé Pinally received 0r$l00 milldlon plus definite comnmitments of
Gr$l50 mijlion more for the bask, Reporsedly the Orde reconsiruction
igs now omoA 24-hoir - 7 day & weelc schedule. (Jornal do_Gonercio,
BSepst,. 18)

PL‘.i.ér to the delaved receipt of funds, thers had been shreats
by DNOGS offisisle that the entire ssructure - 1f not completed
prior to the rainy seasor - would he dynamited.

B, SUDENE Aotivitiles

Alshough etill awaelting Federal legiclative approvel of thelr
wplano Diretor?, SUDENE ("Superlntenééncia do Desenvolvimento do
Hordeaten} economisia contlnued preperations for the launehing of
the SUDENE S-yeer plam.

SUDENE has reportedly been pleased Ly iie Tesponss of private
enterprise to the "Ifringe benefite" (tex noncassion, fmpord Zl..loensef,
favorable exchange ra%tes, eta.) that are being offered as entlcsuens
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for sesting up shop in the Northeast. SUDENE officimls (in September
convergations) valewlated that wore than Cr$ll billion of private
investuenta, roused shrough SUDENE, are presently programmed tor the
area = wish employment possibilisles for 75,000 persons.

SUDEME was no longsr enjoving complete immunity from orliicism.
The Governor of Serglpe, In Reclfe on September 20, no%ed that ls waa
ndisenchanted™ with the organization as he critiolized SHUDENE handling
of a Ssrgipe request ror assistencs wisth a pilobt alkall plant. Ceard
officials wers elso orisieal of SUDENE administzrative delays. 4An im-
porseant new boosher For SUDENE was found, however, in Jenio Quadros,
who in the final deys of the Fresidentlel osmpalzn; promised %o
maintain She polisy of mzsistance Lo the Noptheasi through STUDENE.
The President-elect also sbtated that he would malnsain fhe "iechnicaln
Sype of leadership in SUDENE s0 thet 1% would nob wecome subservient
%0 polisioal machinetions. (Diario de Pernambhugo, Sept. a7.) '

C. TN-SUDENE Irprigetion Project For The Sfo Franclseo Talley

In Rlo de Tenelro on Sephember 156, the Brazlliean Foreign Minle-
ter ond a UN represendative signed an assistence agresweut which, In
part, provides the legal strueture for a five~year izrlgation progrem
in $he SHo Francisco vallsy aves. The TN will donate $975,000 and
Brazil will spend $991,000 on the project thes iz designed to demou-
strase the potentiallties of irrigation end she possipllities of new
and/o» tmproved agrieultural erops in the area., Ten FAQ seclnjolane
will aseist in the projeot.

Barlier, on August 4, Dr, Celso Murtedo hed announ¢ed that she
Pord Foundation had offered 40 soholarships for irrizatlion speoial-
158, The scholezship progrem will be %led in with the TN S&& Fran-
eigsco Valley project.

D. Eoopomle Indisators

.|%{-‘;taehed g8 enclosires arel

Reuilfe coffes exports 1959/60.

Recife sugar exporss 1959/60,

Northeast produstion of cotitonseed oil.

List of vomparative prices in Pernambuco
for Auwgust 1960 - 195¢ - 19568,

LK badbmaon—

HErpess 8, Guaderrama

Americen Gonsul
2 cc - imembasey, Rio de Janeiro —I
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CROP YEAR JULY 1,

Page of
15 Kllos

47,1886

PORT OF REGIFE DURING

18,202
6,684

5,154

5,045

1,140

295

376

. .

125

80,286

{1958/59)

vious orap B2, 0538

i BN R E S 17,754
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SUGAR EXPORTS FTRCM THE PORT OF SEGTIFE DUWING CROP YEAR SEPTHMBER
1, 1959, TO ATGUST 31, 1860.

Bags of
Desninasion 60 Kllos

Trance « « -« 1,489,566
Geylon . . 1,503,486
Japan . . 1,218,132
Truguey 531,029
Belgium 016,761
MoTaoEs ; 263,880
Porsugal £35,809
Poland . 171,026
Tunlsia 158,219
Itely + 101,881
England - 95, H36
Tordenis « » » 59,559
Hollapnd .+ « 55,865
Gansrynislends 25,818
Bpaln & ¢ 0 e e e 15,749
TengEEr. « o o o 18,749

Totel BEporss + o & 6,554,825
Domesgtle Shipmnents « + « o » 4,584,809

Grand Tobal .« o+ o+ & o 10,659,454

Exporss and Shipments Durdng

Previous Crop (1958/58) . 7,196,564

INATERBE o 8 s o 5,462,870

]
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NORTHEAST FRODUCTION OF COTTONJERD OIL
DURTNG | =03,

States Tonas Cruzeiros

Maxzanhflo 1,778 32,000,000
Plaul 1,953 ' 55,000,060
Geard 36,581 783,000,000
Rio Grande do Norte 2C, 516 400,000,000
Paraiba 35,012 737,000,000
Pernambuco 16,985 356,000,000
Alagoas ' 1,866 0,000,000




" Buger, ecrystal, 60 kilos,

Buger, grenulased, flne, 60 kllos.

Cobtton, Berstlo, Type 5, 15 kiloa.

Gotton, Sertflo, Type 4, 16 kilos.

Cotson, Muba, Trpe &, 15 kilcs.

Goston, Meta, Type 4, 15 kilas.

Castor beens, 15 kiles,

Gofflee hemns, 15 kilos,

Manioa flowr, 5C kk¥lod.

Plagk heans, 60 kilos.

Corn, 60 killos.

1960
lo5e
1968

1960
1969
1968

loec
19569
1958

lag2
1959
1958

1960
1959
1968

1080
1969
1968

L1960
1969
lo63

1960
19569
1968

1960
1959
19658

1980
1959
1968

070

700:
5703

1,010t
750
590;

1,5404

5701
1,01011,810
750,
5901

1
1,66081,570

11,0004 1,090:1,080

fae o 30 as an 20

860:

"
1,569
1,100;:
8703
1,460:
9403
8004

£
1,470
503
810:

3003
3504
455;

800: 925

1,57011,580¢
1,100:1,100:
915: 935¢

1,48011,500:
940: 9403
825: B45;

§ 3
1,500:1,510:
9680¢  960;
835; 850;

H H

2603 R80:
1403 140:
1303 130

#8604 R2560:
2503 82503
4183 4003

H H
Zp0: 3603
4003 4003
4753 4753

1,50031,400:
1,10911,200t

4761 4751
350 B10;
BSBs  BY0:
4181 565;

Souroe: Indileedor Comerclal, Reclfe, Pernambuco.
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. AMCCNSUL, Belém, Pard, Brazil

November 9, 1960

DATE

TQ : THE DEPANTMENT OF STATE, WASHINGTOMN.

REF :CERP Requirement, Section B, Item 2.

55 ACTION

Far Dot I!I rpp=7 __ ARSE  £.3 Teag Zf
of

Use Only
rHR-d  FH-I  ERE-F X Wil £E§ %
SUBJECT: "MONTHLY ECONCMIC REPORT - AMAZON VALLEY - OCIOBER, 1960[;95# .
LR LAG- 4 P5OF A Navy x,x_,_’

|_Inrnomrc1'1w WA 2 FAA-S CAHBZE DLEPA

During the month of October 1960 the sconomic situation of the Awazen Valley
was considered fair, the ssme holding for the financlel situation, Domesiic trads (0
in this area was aective, yet merchambe had to face difficulties arising from tha ()
pew minimun wage, increases in pricea of merchandise received from the south and
a conbinued holding back on the part of buyers. Oredit wae tightened, Now merchemts
are actively building up their stocks and shops for Christmas, Petrobras has con- O
ducted a survey among local asphalt dealersfto determine the estimated mquirsmentao
of that product for the coming ysar.

o ﬂ

Substantial amounts were pald out by SPVEA and Para State govermment to -
offieial and private companies in the Amazon Valley ae well a8 to amall farmers 1
in the State of Pard. Satisfactery levels of tax collectiona were reported by .
the State Finance Department and several municipalities of Para. The Compannia
Sul Americana de Investimentos, Crédito s Financismentos with main office in Ric
de Janeiro, has started operations in this area. The crugeiro weakened a little
during Odtoher 1960. There was a gteady demand for US dollars, US$7,000 was the
quota destired for the Para Bolea de Valores to be suoctioned to inport Christmas
articles; this amount ie conaidered insufficient to meel the needs of local im=
porters.

The BelempBraa:.l'La Jnighway ig alresdy cpen to traffic betwsen the States of
Maranh2o, Goias and Para, Petrcbras has used this highway to trangport 400 tons
of equipment to install an oil drilling rig at Imperatris,- -Haraphfo,

A girector of Lufthansa, from Germany, has visited the Amazan Velley be=-
lieving that his compeny may be w.L'L'L-Lng te start tour aervice betwesn Germany

and the Amezon Valley very sodn.
WAl . ¥
The newly set minimum wage for ths.'é* é:i-és-‘:u causing Berious»gf‘i;ul‘aiea
a6 in the past not only to employers but to workers too. oy& 2,000 layoff
cases are now being tried by % lgcel Labor Justice cuu.rt i
0 107 51 4}55
W a sy o

\
+ais ‘Homs 'I‘r and/
L | W
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DOMESTIO IRADE AND COMMERCIAL ACTIVITIES

During October 1960 local marchants were hard pressed to face certsin
dffioulties as a result of contimmed price inereases of products from south-
ern and eastern Brazil, a perceptible holding back on the part of bugergho-
tivated by the weakensd cruzeiro, as well as the recently spproved minimum
wages for this part of the country. At the same time, in Belém, merchants
reported a satisfactory volume of sales during that momth believed to have
been caused by an unusual influx of people coming from the interior of the
State to attend the bigpest Brazilien religious festivity "Cirio de Nosse
Senhore de Nazars", which is held during fiftesn days in October,

Credit to business wae a little tighter than in the previous mornth,
especially from officlal sources, Private banks helped ease the situation,
although some reducticns had to be made,

Local merchants are by now gebting preparsd for Christmas sales, It is
reported that only US§7,000 in exchange have been permitted to be suctisned
by the locel office of Bolsa de Valores to impart the so-called Christmas
articles, Thiz amount was sold immediately and several firms could not buy
the necessary exchange to mske their importations. The ssme situstion im
reported for the State of Amazonas.

- Techniciane of the commercial office of petrolemm and derived products
of Patrobras have been in contact with the cwners of the asphelt terminal of
Belen in order to evaluate the asphelt requirvements for this ares during the
coming year, Bothg the State of Para and Municipality of Balem Highway Depart-
ment#, the two largest consumeras of thie product, indicated the minimum needs
for 1960, With this it 1a expected that there will be no shortege of
asphalt in thic area, with prices being mainteined at previous lsvels,

FINANCE

It is reported that during the month under review the financial situation
of the Amazen Valley was falr, SPVEA twrned over sllocations totaling approxi-
nately 150 million oruzelros to private and government enterprises in the
States of Amazones, Aore and Para for continmuation of work required for elec-
tric power supply, operdng and maintenance of roads, comstructicn of airfields
at emall towns and building and mainteining different schools in the Valley.
The Para State administration, through ite Production Department, peid out
the sum of 10 million cruzeiros to help small farmers located In the interior
to improve their plantations (manice, rice, corn, cobton, etec,) in an effort
to obtain a higher production in the coming menthe.

Exports of A ian products and ship made to southern points of
Brazil have accounted for a high level of ‘tax collaction sccruing not only to
the State but to most of the mumicipalities of Para, The State Finsnce Depart=
ment of Para hae reported a total tax collection arcund 140 million cruseiros
‘during October 1960,

e The Lower Amazon regi
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The Lower Amazon region is in a satisfactory finsnclel situation. The
munielpality of Alenguer is producing large quantities of beleta gum which
is gent abroad, In Santarem and Monte-Alegre there is large scile production
of malva fiber which is shipped to Belem and to Brazllian southern and eagt-
ern ports, These two products alene provide substential tex reveme for these
municipalities, sl thus contributing to a gensral improvement of the Lawer
Amazon area financial situation.

The Companhia Sul Americans de Imvestimentos, Crédito e Financismmto,
with headamarters in Rio de Jeneiro, has gbarted ite finsncing cperatioms in
this State. The agency of the Banco Frances e Brasileiro S. A. in this city
is the representative of that company, This has been of considerable help to
local business and industry at @ time when local financiml sources are tighten-
ing their financing to the same comcerna.

It happesns, however, thet in spite of the few bright spots Just mention-
ed, during Qctober 1950, the financial sitwation of the private citizen was
adversely affected by inflation of pricem of foodstuffs and utilitles., The
recently decreed minimum wage now in effect, has csused serious hardship to
poor and middle classes since the 50% granted over the previous minimum wage,
ie being more than offeet by the soaring prices of basic stoples, services, and
utilities,

The chack buying and selling rate in the exchange free market during
Ocbober 1960 went as followss Cctoher 1, Cr$lB7 for purchase, Cr3l92 for sale;
October 31, Cr§187 for purchase, Cr$192 for sals, to one US doller. The ex-
change fluctuation wag: Or$l8S for purchase and Cr§l90 for sals, the lowesh;
Or§187 for purchase and Cr§192 for sale, the highest to one US dollar. Demand
for U5 dollers during that period was steady, Domestic and forsign bank col-
lsctions wers reported normal,

Only US§T,000 wera put into avetion et the Jocal Bolsa de Velores to
import Christmes articles, It was a small amownt coneldering the growing
consumer market that le the State of Para, As a result of this measurs,
several importers will be not able to place their orders abroad. Some of
them are contemplating the possibility of buylng soms US dollars in that
cetegory at the Bolsas de Valorea in other States, so that they can manage
to receive merchandiseg in time for Christmas.

COMMUNICATION AND TRERSFORTATION

The highway Belém=Brasilis, although not yet fully and entirely open to
traffic over its entive length, has been used since Juns of the current year
by, large mumbers of truciks coming from several points of the States of Mara-
nhda, Golds and Ceara. Shipments of products from the Tocantins river regien,
are reaching this city in an average of 12/15 hours of normal traffic, whereas
1t would take 15 daya Aif brought by river transportstion, A flset of transpert
trucks belonging to Petrobras, consisting of 17 units cexrying LOO tons of
material for an oll drilling rig to be installed near Imperatriz in the State

— of Maranhio/
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of Marerhfo, in the Tocantine river ares, travelled on the Belém-Brasilia on
tha 27th of October arriving at its destination afber 72 hours of travel.

TOURING

Pgter Tiessen, ive director of the G edrline Lufth visit-
sd Belém and Manius with a view to exemining the possibilltes of running
perlodic excursion trdps by Lufthanss eircraft betwsen Germany snd the Amazon
Valley, and thus bring to Brezil tourlsts grestly interested in knowing the
Amazon, Mr. Tissen stated he was well impressed with the survey he had made
and that towring between his country and the Amazon Vallsy was & promotion
that Tufthansa could turn into reality very soom.

LABCR

The minimum wage for the State of Para at the rate of Cr$7,680 menthly
deorsed in October 1940 is being paid to workers with retroactive effect as of
August this year. As was expected, the employers have reacted against the in-
craasa in their payrolle by laying off as many workers as they could, Those
most affected wers the workers of Brazil rmt crushing plants, rubber washing
plants, textile mills and civil construction. More than 2,000 casas’are belng
brought before the Labor Justicd court by lawysrs repre senting fired workers.
As ususl, the minimum wage has not brought any advantage to workers in thie
ares. If on the ane hand they receive 60f more than under the previous wage
rate, on the cther hand they have to pay an equal if not higher percentags of
increass in the prices of foodsbuffs and other goods,

Aoz Dofl

a5 DeSeal
G

CeCst American Embassy, Rio de Jansiro, Guansbara, Brasil.
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Labor

Finance

Tast=West Trade

Sumnary:

Bonk sources report that money seems to be somewhat easier locally, with the
State of Bahia between moet crops. Buying in the interier is on a greatly
reduced scale however, Recent strike threats by Salvador stevedores and Petro-
bras workers have materialized, (See Iasbor). Large scale strike by bank eme
ployees was averted, The government{s new cocos marketing plan has been amcunced
and a limited number of copies of the plan were received by the Governor, He
turned them over to the Cacao Institubte of Bahia for distribution amcung inter—
ested parties. The plan is presently under study by the Institute. It is teo
sarly to report any conclusions drawn. Until the plan is submitted to the Nation-
sl House of Uongress for approval, it is the general opinion that GACEK will
continue doing the cocoa trading. Beginming Cctcber 13th the Compenhia Docas da
Bahia, in accordence with an instruction from the Ministry of Transportation and
Public Works, will raise their tariffs by 40¢ in order that sslaries of their
employees may be raised by an equal percentage. (See September 1960 Cconomic
Report = Labor). i

og¥i-1LLf00"2e8
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2. Industey and Tavestments: Feii R0

{a) It has been reported that Cig, de Adubos e Materiale A
will set up a fertilizer plant at Dekhins with, an initiad™i
approximstely Cri20 millicn, Work has reportelly dlvgddy.

should be in operation by early 1961, Producticn
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(b) lessr. Orlando Brito and Iguaiba Souzs, representatives of & firm in
‘the south of Brezll, recently visited Salvador, Ilheus and Itabuna to study the
possibilities of installing a large factory for industrislizaticn of cocoa
beans. It is reported that, if established, the investment would involve a
500 million cruzeireibusiness,

Comment

The Consulate consiantly receives reporte of the zbove nature, indicating
that large scale businesses are either in the planning stape or aboub to be
inangurated., Howsver, experlence indieates that nothing heppens over night in
Bahia,

3. Agrioultural Development and Polioys:

(&) (Cocoa, It is widely reported in the cocoa circles that Tosta Filhe
will be replaced ae head of the GACEX (thereby unofficial Czar of Cocom) in
April when Janio Quadros takes over the Presidency.

local sources now estimate the total Bahia 1960-61 cocod orop of 2,250,000
bags &t 60 kilograms each. Although Tosta Filho has already steted for
pablication abroad that the erop will be only 2,000,000 bags, it is felt by some
cbservers that this is only a maneuver to firm up prices in the world market,
CACEX has recently reported that tctal srles of Dahia crep for foreign markets
and effective inteornnl consumption amounts to 1,821,715 bags snd that there is ne
chanee for any deals in new external commitments except eventually 120,000 to
150,000 bags for shipment next yeapr if lete srrivals confirm.

Although the veather in the cocos Zone has improved, arrivels into the port
of Ilheus remain slow since this is the usual slack period between the mid and
main erops,

(b) Castor Seed and Castor Gils Estimates for the State castorseed crop
continues to be a bmmper 80,000 metric tons, in contrast to the poor krops in
Ceara end Pernambuco. Despite the excellent crop here, local oil processora are
feeling virtually no price pressure, as they have already sold their production
for many months ahead. The Federal govermnment temporsrily lifted the ban on
castorased exports, assigning & guota of 4,000 tone divided equally among eight
local exporters, to be shipped before the end of the year, However, since the
domestic price for oeed is presently higher then the world market, it is
unlikely that anything will be shipped under this specisl quota.

{c) mTobacco Ieaf. Ieenl experters contimie +o resiet price pressure from
Burope, refusing to sell at lowsr prices, thus meintaining about the same
unsold stocks as mentioned last month, These stocks may be carried over to
next year or dumped starting next month is the new crop looks large and of good
quality. Fature action will also depend on the fluxuation of the dollar exchange
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{ rate. A burst of selling will probably take place if the cruzeiro shows signs
of devaluating further,

Although the new crop locls good at this point, a mch better estimate of
ite eventual quality and guantity will be possible about the middle of next
month, GQuantity-wise it appears almost certain that the crop will be larger
then last year, bub cquelitatively there ls some fear that too mach sun could
lead to "heavy" tobacce, an undesirable feature,

(d) The Japsnese agricultural experimental station "Nucleo Oolomial Presi=-
dente Kubitmcheck" in Mata de 8%¢ Jo¥o, Eahia has obtained a loan of nine
million oruseires through the Bshis State Government, fPom the Banco Masional de
Credito Agricola. The money will be used to increase the vegetable and poltry
production. The loan will extend over a period of three years., Six million
eruzeiros will be made available immedizately mnd the remsinder in two years.

L. Petreleum:

PETRCERAS inaugurated its purchasing office in Salvador on October 6th,
(See Feonomie repert of July, 1960). Dr. Pinte Aguiar, Director of PETRCERAS
reports that this enterprise will invest approximately 23 billion cruzeiros
during the year 1961. Cf this amount, he states & billion eruzeiros will be
uged for the exploration of new petroleum wells,

5. Zranspertation and Communication:

(2) Cn Cetober 29 the Companhia Docas da Bahia inaugurated the new port
area known as YSHo Josguim! (See Monthly Iconomic Report of May, 1960 = Trans—
portation). The Company dredged and cleaned sbout 10,000 square meters of
land end created a new access for the lnward and ontward movenent of small

xailing vessels supplying the "Feirantes! (sellers of fruits and vepetebles},
and expended approximately 36 million cruzeires. This work was undertaken to
free & further portion of the port area for larger sea-going vessels and will
eventually lead to the addition of 4 more dock spaces, giving a total of U,
berths.

(b) The construction and paving of the hiphway connecting Retiro, a
suburb of Salfador, with the Port of Salvador (see lionthly Ecoonomic Report of
August, 1960), should begin sometime in November. The cost is estimated at
283 million cruzeiros and should be completed by May of 1962,

(e) Tt has been reported that on Qetober 5th, two days after the
Preaidential alactions were held, the I heus port works ware sutomatically
stopped by the Federal government., It Bas been suggested locally that this is
an indication the initial work was belng done solely for election propsganda
parposes,

(d} The Commander of the Salvador Airbase reports that completion of the
new airport runwsy is being held in sbeyance pending allotment of edditiomal - °

|
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furds, The new runway is presently 4,500 feet and is being used by the mllitary.
- However, there is no comnectlng strip at present to join it with the civilian !
side &f the field. The commander indiceted that he recently visited Rio and
made a request for additional funds which he believes will be forthcouming early
next year, To accorodate covmercial jets the field will need at least 6,000
feet, Under the superwision of Col. Neiva, Commender of the Base, the Salyador
Mrport will receive & complete "face-lifting" and since his arrival a little
more than six momths ago, substantial advancement has been made along that line,

(e) Five technicians of the new local telephone company TEBASA - Telefones
da Bahia, 3.A. have departed for Minlch, Germany, on scholarships granted by
Siemens and Halske, A, G,, the suppliers of telephone equipment for TEBASA,
They will recejve training soncerning up-to-date telephone systems, preparatory
to the instalation of the new egquiprent in Salvador.

6, labor:

(a) Comimercial employees, according to the local press, have obtained an
increass of 35% in their salaries fer those earning up to Cr$10,000 monthly end
30% for those over that amount. :

(b) The minimm wage for Salvador was raised from Crih,5C0 to Cr{7.200
menthly, beginning October 16, 1960. Local trade sssoeiations Bave held
meetings protesting the validity of the government's decision in esteblishing a
minimim wage for this State without hearing interested parties,

(¢) Salvsdor port stevedores went on a 24 hour strike on Cotober 18th as
an adhesion to a natlon protest against the "Hrazilian Coal Limited" of Ric de
Jareiro which performed stevedoring services with workers who were rot nmenbers
of the NationRl Stavedoring Federaticn.

(d) Petrobras workers wenbt on strike on November st demanding the same
aalariss paid to workers of the Bubatdo refinery st S#o Paulo, They have Just
obtained extra hours payment; & might wage incresse and two hours deily for
rest period. Howaver, the strike lasted only 48 hours and according to Dr.
Jose Joaquim Neto, Director of Finances for Fetrobras, both emgloyees and

workers will receive salary increases beginning Novesber 1, 19

40 to 60%.

(e) Salvador stevedores, sccopding to an sgreement recently signed at the
Lsbor Gourt, obtained an inerease of 35% in their salaries,

, ranging from

(f) Bank employees &lso have obtained an increase in the salaries on the

following basis: Up to C $9,000 = 35%; Gr¥9.000 to Gr§l2.000 - 33%; over
Crfl2.000 = 30%. i

(g) The Bohia State Covermment is studing the possibllity of granting &
rajige to state employees on the following basia: 0% for those earning
Crfh.500; 504 for those earning between C_..%.EOO and Cr$l0.000 and 30% for
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1 those earning oves Orfil0.000 menthly. In order to meet this inoreass the
government would have to expend approximately 2 billien cruzeires more than
its prewent budget. The intention is ‘o raise the "Vendas o Consignagiua! tax
fron 5% to 8%, According to governgent csleulatlons, this tex increase would
make up the deficit of 2 billion cruzeiros,

Ta Finance:

According to the State Internal Revenue Department Cril,307,318,593 were
collected during the first tem months of 1960 which constitutes an increase
of Grfi219,237,636 over the same period in 1959.

8. ZEast—West Trade:

Exports to Soviet blec ccuntries during the month of Cetcber were as
fellows: TYugoslavia, 845 metric tons of sisal fiber and 50 tens of sisal fiber
o Hungary.

FOR THE GQNSUL:

izt

Paul B, McGarty
American Vice Consul

Copy to Embassy, Rio de Jensiro.

File 500

UNCLASSTFIED




+ IR POUCH R I— UNCLASSIFIED PO NOT TYPE IN THIS SPACE

PRICRTTY (Secwrity Classtficatian) ¢
. FOREIGN SERVICE DESPATCH f-'?"""’”/‘/*/f“’

Amoengen, S{e Paule \

-

THE DEPARTHMENT OF BTATR, WASHINGTON.

Noyember 18, 1960
CERP © - General Interest © NOV 18 1960
==t ;

-2 frey smih-] £ F Zda-l

suBJECT:  Biweekly Economlc Review, November 4 - Novembsr 17, 1960 ACH-& A s
NN : e

"

1, Btate Legislature Approves So Paulo Budget for 1961 ;.. D. gmlmn [
+ B
New Type of Swap Gaim %
Ford Presents Prototype of Tractor to be Produced Soon Tentura ,
Faulista Railwey Rates Increasad Ventura
Britainls Commerce Minister in Sfo Paulo ' Ventura &
Higher Minimm Wages Gsuse Price Increase of Food ~
ani Housshold Ttems Ventura
VWavae of Strikes

ks & ven S Budget fo

The 111 covering the 1961 budget of the Stats of S0 Paulo (see
despetoh 135 of Ogtober 4) was approved by the Logislative Assembly in .
& specisl sesaion on Novemhsr 8, The bill called for a balanced bgfmet,
with revetiue and expenditurss sach estimated at Cr§ 106,365,675, 00,
However, the assembly also approved amendments which increased expgydi=
tures by Or$ 600 million, Tha Government was authorlpsd to cover the _
deficit through credit operations. 3 r:':'l

m

%I The increase in axpenditures and current deficit of vg&ﬂn
=il was oooasioned largely by one amendment, which mads a -

Crd 5.5 milldion to sach of 99 deputiss for distribution to obar: ®
organizations of his choloe. The 1961 state budget will be unl eed

by an sdditionsl Or§ 12,5 billion if the approximately 30 percent increase
in govermment salaries, now under consideration, goes into effect on
Janusry 1, A govermnent spokesman sald that funds for the salary
readjustiment would coms cut of the Plan of Aetion, and indicated that
soms public works would bs postponed in crder to be ab meks the
funds available, ~ - ! i -
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A new type of swap has been entersd into by a S¥o Paulo fimm with the
Bank of Bracil, This ie a three-year swap of dollars for orumeiros at
Cr$§ 81,00 per dollar, interest at 3 percent & year, with dollars returned
at the end of tha three years at the same oruzelro exchange rate. Tha
£irm malcing the swap has the option, however, of liquidating the swep before
the expiration of the three years by recelving in crugeiros the difference
‘between the Cr§ Bl.00 per dollsr and the prevailing free market rate for
dellars.

Cotment: A powtalled dollar swap for liguidation in orussiros was instituted
about a year ago. Thas new type of ewap 1s similer to that cpe, but has the
gdditional sdvantage of a dollar liguidation commitment on the part of the
Brazilian finanolal authorities if the contract runs the full thres yeara.

3a d_Pragent of or to ol 419

The first prototype of a Ford msdim-duty tractor was prasented to
Admirgl Luocio Meira and other officers of the Executive Group of the Automotive
Industry (GEIA) by Ford & Brasil S. A. on November 6, Production of this
55 motor HP whesl tractor is to start in December, affer the remaining manufsc=
turing equipment valusd at US$200 thousand and flown in from tha United States
is completely instslled. Initial production at the rate of 100 tractors monthly
will be railsed to 200 wits in the first quartsr of 1961 and eventually to 400
units wonthly. Local parts content will start at 60 psroent of the vehicle's
weight and will gradually be increased wntil all tractar parte are locally
menufactured in sbout two years, The tractor will sell at Cr§ 800 thousand
(approximately US$4210 at the preseut free rate of exchange), The diesel motor
for this tractor is being procuced by Motores Perkinas S, A, a subsidiary of
Paricing Motors Ltd. of England.

he Paulists Ratlway Rsteg Inoragsed

The State Governor signsd a decres on November 15 approving a 17.45 percent

incresse in the freight rates and passsnger faras of the Paulista Rallwey (Cip.
a Fe a The incresse im for the purposs of mesting

increased laber oosts dus to the new mindwum wage, inorassed mocial ssourity
contritutions, and a 10 percent bomus approved last May, Thie is the second
time this year that the Paulista Rallway has raleed its fares and rates
+o meet inorsased wages and fringe benefits (mes deepatch 330 of March 18 and
item 3 of despatch 365 of April 8, 1960).

Se LS 1] P

Mr, Frederio Errol, Britain's Minister of Commercs, arrived in S#o Paule
from Brasilia on November 10 for a thres—day vielt., Purpose of the trip was
to strengthen Britain's trade relations with Braeil and study exleting
eonditions with a view to the growth of British private investment in this
country., At a British Chamberof O lunah he explaimed thai Great
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Britain was not in & position to extend long term loans to Brezil end regretted
that British industrialiste were losing opportunities to join in Brazil's
indugtrial development, He also called upon Governor Carvalho Pinto and
discussed posaibllities for expanding Anglo~Bragilisn trade. Ab & press lnter-
visw, tha Minister pointed out that trade between his country and Brasil would
{ncrease when Brazills debt to Great Britain is liquidateds In the meanwhile
the balance of trade was in Brazil's favor. The Minister sald that trade could
b6 inorsesed in such Brazillan exports as irem ore, LTumber and meats

The press reports that prices of vegetablas, fruite snd household itams rose
by an estimated thirty percent at open=air strest markets in Sio Paule thie
week, Prices of other food items, swh as gersals, flour, eggs, ad canned
goods, slso rose considerably. The increase in prices is attributed malnly to
the now minimum wages which a fartaight ago canged price increases in many
ssgtors of activities (see item 2 despatch 183 of November L, 1960) o

Te Wave of Strikee.

Lakor unrest is swesping the state of S¥o Paulo. Dyring the past two
weeks & nationwids strike of maritime, port, and railroad workers tisd up the
port, of Santos and shut down the important Santos-Nmdial railrcad for three
deya. Soms 120,000 metalworkers also welked off the job for six daye and en
November 12 packing houss workers went out for #8 hours. Bus drivers, typo—
graphical workers, snd strestoar workers algo got in the act, snd all streste
cars in the capital city heve been haltad ty & strike which ie now in lis rifth
day, Tn addition bank clerks, dairy workers, cabinetmakers, chemtéal workers,
and railroad workers on the Soragabana and Paulista rallroads are also
threatening to strike.

Worker discontent over the sharp inerease in the cost of living combined
with considerable lsft=wing agitation is causing the strikes. (The cost of
living in S¥o Peulos is estimated to have risen about L percent during the month
of September alone, 21 percent this ysar and 7L percent since tha bsgimning of
January 195%.)

The maritims, port, and railroad workers struck in support of thelr demands
for a 30 percent wage increase which would bring them in lins with salmriss of
thié military vhich ware recently inoreased. This strike was oslled off when the
national strile committes at Bio amounced ipter alls that the Brazilian Congreas
would anact legislation increasing the wages. The metalworksrs were mssking a
50 parcent wage increase and a number of frings benefits. They callsd thelr
strike off, however, when the Sio Paulo Regional Labor Court awarded them an
inerease of L0 percent over existing wages. The packing house workers also
accepted a similar 40 percent lnorease. Typographical workers employed by
newspapars won an increase of 31 percent whils their fellow workers amployed
in publishing houses resveived a 36 percent increase, Bue drivers on privatsly
owned lines returned to work after a 2l=hour sbrike when thelr wages wers
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increased 40 percent. The streetcar worksrs amployed by the citywowned street-
car 1ine are striking in protest over non-payment of back wages. Agresmsnts
granting wage inoreases of 37 1/:

2 psrcent appear to have been reachsd in the
textile and glass industrles, thus heading off further labor trouble,

The strikes in the moat part have been orderly and no major incidents of
violence have bean reported. (See Ttem 3 despatoh 183, November 4, 1960.)

y s

William P, Cochran, Jre
Coneul General
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The enly discernibls mevement in the scemsmic field suring Octeber
wasg in prices aml wages. Whatever Wenefits the werkers miy have gaimed by the
omﬁs:ry salary ralse wers rapidly being lest as the cest eof everythimg slky~
recketed,

Ceffes and weed experts were lew, the pert of Paramsgud falling
imte virtual ieactivity during the menth (63,371 begs). Credit was semewhat
tighter after sasing & bit in September. Hetail sales were geed,

I1 AGRICULTORE:

L]
1, Ceffes: Pert werkers in Paranigua had plenty ef idle time last 8
mewth &5 cePfas expsrts erepped ta 53,000 higs and Parana threatened te sink &
in a s=a ef ceffes, There were the usuil speeches, telegrams, appeals,rumer &y,
amd premices, everything in fact, except & selutien te the state's mest =
difficult preblema b
]

The Paranid Osmmercial Asscciztimn has called on Parand ceffee circles =+

te shew greater interest in the industrializatien ef the mere than 3,250,000 (11}
hags of expurge ceffee in warehouses hesre. There are a nunbar of ceffse by- (0
preducts, says the Associatien, which weuld find & reasy markeb in Brazil. O

SOURCESs all papers.

2, Fats: Fxparts eof mate cemtimue relatively slew nmi attemptz te
stimlate Furepean censumptien have as yot basm unavailing, 4 Swiss bank has
a cemtract with the Braziliam Faderation Qf, Coesperatives umder which it

15 suppened te pramste censumptien inCEAlmf Birepe, Cemmmist ceyntriss
$Fcluded, Earlier in the ysar, the Russians ‘acceptud a few tesh damples of
mate and generated a great deal of meise abeut iwperting. s it mething

has ceme of it o :
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SOURCES: MEstade de Parewa¥, Oote 2, 15, 1760
w0 Dia*, Octe 15, 1960. ° 5
nGagata de Peval, Oote 13, 1960s ;
wiribune de Paramif, Octs 27, 28, 29, 1960

3. Bami: Parans Temi preducers aTe trying te geb the Bank ef Emuills
1;rieu1tux‘n[ oredit department te finance purchases of irrigatien amd hare
vesting equipment fer the creps Altheugh this year's crep is & goed emn
(6000 metric tems) it is inpufficient ts meet Brazills meeds, aud therefers
experts ars eut ef questien, The raml harvest hae beem imcreasing yourly
amd with centinued increases the pesgibility of sxperting seme of it ‘becanes
mere likely, Japan ip pressutly said te eoffer the mest atiractive market
for experts bacause Commmuniet China has ceased experting rami te the
Japanese markets

SOURCES: "Didrie e Ferani®, Oct. 29, 1560.
nQltima Hera®, Octe 11, 1960.

ha Ecensnic Netes:

1. The Parand cetten crep sf this year ip sxpscted te increase
censiderably sver last year's (60000 metric tens ve. hoooo) snd the new
state asuinistratiem is said te be imterssted in premeting cettsn cultivate
jen em an ever larger scalay

SOURCES: "Didrie de Parand®, Octa 21, 25, 1960.
wiltima Here®, Octy 19, 1960a
, Zeita mesting of wesd leaders hald in Jeinville, Santa Catarina,

Paramd pushed fer a greater share ef the Argentins expert market, At pre=
gant 1t pells 9%, The meve

m. Arpentine pime imperts have been running bstwesn & and 8 millien

. et ner menth. Imperts during prier years ran between 20 amd 30

mm.nrm feet per menth.

tfﬂME’NT: Even if Argeitina retinns 4 its fermar levsl of imperts
1t weuld talm yeers te clear the Ilajn{ wareheuses which
presently held 300‘mi]l‘10n m fu:t. of Wewd,
SOUCESY "Didrie de Pavenmd®, Octe 1l, 18, 1960
VEstade ds Paran @fgOoty 1, 11, 1560,
"0azeta de Pevel, Octe 7, 11, 19604
III LAB(R:
o —
1, Wage Incresases:

Parand bank werkers after demanding & 50% increase, accepted &R
agrsement patterned er that accepted by Rie bank workers, Salaries were \

upped 30 - 3&
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upped 30 = 35% retreactive te September 1, ]_.960. ‘

Carpenters have been demanding a 50% imcreasa and have been
effered 403,

Censtructien werkers in Santa “atarina are asking fer & 60F
raise, They buss their claim en &n average 3.5% memthly incrsase in the

cost of ldving since July 1, 1559, the data en which their last cemtract
tesk affecte

Metallurgleal werkers in Parand asked fer & hS% wage increase
but when ampleyers held rigidly te their affer ef a 27,5% raise the
uniens dreppad theiy damards te 30%, The 30% figure was agreed te after
the threat of strile. There was seme crititiem Ly leftist circles ef
Vetadlurgical Symdicate chief, Migusl Krugs Krug wes accused of
giving in te the empleysms tee readily, Metallurgical werkers im S¥e °
Taule wne #n strike en Octoher 31 but were seen granted a hO% inereases

SOUHCES: "Diarie 4o Param" 1leety 18,75 lo.21, - >
"Estade g0 Parsna': Yewl.: 1e.6; le.133 1e.19; 1..211
le,263° 1-.25; le.29,
ibuna do Parand"t 1e.27; Lo.28.
tima Hora's lowl; Llc.l2; le.15; 10.225 leu3l. 6-

2. Price Increases: Milk in Curiiiba increased from 15 te 1B cruzeiros
per liter, Fread is expecisd to rise 20% during Nevember. Mevie theatres
want a 30% increase in admission prices and taxi drivers are demanding a
502 fare inorease. Bus fares rese 38%, +the cheapest bus ride in Curi-
tiba now cesting 5 crugeiros. Similar increases were repsrted in Sante
Catarinae

IV MINGRAIS ¢

The Cevermer of Santa Catarina, Hereberte Hulse, in an interview
with "Correie ds Manhe® (Ric ds Janeire) said that t.he Santa Catarina
ceal industry is sufferinz eme of the worst crises in its history.
While the states "fine steam ceal® (carvie &= vapor Zino) is censumed
entiraly by the Cemparhia Siderurgica Necienal, the heavy steam coal
(carvncn de vapor grosse)dees net have a market because ef the dlesel-
lzatien ef the railreads awd the increassd use ef fuel eil, With the
building wf @ thermewslsctric plant in Capiveri, which ie expected te
censure 250,000 tens per year ef this type ef cesl, ths crisis may be
selved but, because ef a delay in censtructing the plant, Gaverner
Hulse ceuld net predict whem.

SOURCE: “Cazetad, Flerianepelis, Oct, 27, 1960.
V DOMESTIC TRAIE & COMMERCIAL POLICY

Televisien in Curitibaz the
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Although the quality of the programs could hardly be
woras, television is becoming populdr in Curitiba, Reportedly,
EQ0Q sets hevs been asold since the beginning of ths year, A
21 inch table model costs sbout 50,000 crmzeirs, 3o Panlo

d Rie ohannels cannot be plcked up in Ouritibe, sothe olty
besn forced to rely on films send its own somewhst 1limited
cultural resowrces, Despite this, the cutlook for televiaion
asles is bright.

SOTRCE: Personal chamvations,
VI TRANSPORTAT ION & COMMUNWICATIONS

. 1, Internationsl Bridge: The opsning of the Internationsl
Bridge connecting DBra th Paragusy has been poatponmesd until
Jemary 15, The bridge's lnauguretion will coinoids with a
Brazilian industrisl exhibition in Assuneldn,

24 Roadss A federal deputy in Sants Catarina is pushing for
the eaphalting of the Curltiba-Joinville-resd {(now msmadam).
The work may begin next year, The Itajafeloinville road has
been improved and 1t 1s bellieved that it, teo, may be asphalted
next year.

Paving of the Curitibaeddo Paulo roal has not yet besn
ocompleted, Wut it has been reported that all bridgea, viaducts,
and other "obras de arte" ars ready,

BOURdBB: Personal chaervations mn
=pidrd

a
o do Parand®, Oct, 15, 19605
"0 Dia®, Got. 21, 4960, '
"Gazeta do Pove', Oote 2L, B6, 1960,

‘Edweard M, Rowall
Amarioan Consul

60,3 Gemuselor of Embassy for Consmilab Affalrs
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The Prezilian Bmbessy presents ite compliments to
the Department of Btate and has Vhe honor 4o send herewith three
copiss of the publioceticn "&‘:.,rvey of the Brazilian Doonomy ~ 1960".
2, gaid publiostion is issued anmislly by ¥the Brazilian
Embassy snd itz eim is to soqueint 4he interested U.S. public with

surrent economic developmente in Brazil.

O

Washington, D.0., Hovenber 20th, 1960.
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ARIME

L[jc.
Agricultural Developments N
Domestic Trade and Commerclal Aeti A
Forelgn Trade
Industry and Investment Developments
Transportation and Ctmnlru.n:l.cauum
Finance
Labor
Miscellaneous

The weather remained favorable to erop and livestock during
November. Minimum wheat price to the producer raised to (11,100 por
0-kilo bag, TIRGA (Rioc Grande do 8nl Rice Institute) is making
affort to sell rice directly to the Far East, sspecia Iudoneain.
Beef exports from this atate not favorable because of mttractive
domestic prices, Retall and wholesale trade sources cont:l.nuo to
report satisfactory sales, The free market cruzeiro weakened
somewhat, The money markst remained tight, 4 new mPartunt
soybsan oil plant is upder construction, Czech plana
establishing tractor plant is running against ofﬂeial oppolit:l.un.
Iabor unrest prevallsd throughout November,

L. AGRICULTURAL DEVELOPHENIS:

= An official census mede two months ago puts the total
beaf caftle herd of the state at approximstely 9,000,000 head, The
prica of beef on the hoof rTemeins firm at §§40,00 per kilo. With
the approach of the 1961 killing season local beef producers under
the sponsorship of the Rio Grande do Sul Meat Institute ars sesking
new markets in this country in view the umattractive returns, |-
attributed to the stesdinass of the fziee dollar rate, offered by
the export market, According to a recent stuly,. tha rrae nrl:et ﬁ

093-21100'298

quotation of the dollar would bave to reach over.§i220
returns on exported beef in line with those realized an be

ocally,
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Rice - Dus principally to the witbdrawal from the regular
markst og approximately 3,000,000 bags purchased by IRGA (Rice
Institute), local prices on this commodity continue firm at (f1,470
per 60=kilo bag of milled top quality rice, Dealers report that
sales in northern domestlc markets continue at good levels,

t = Reliable trade sources have indicated that the new
erop shonld be somewhat larger than last year's, but still below
initial forecasts, The new minimum price per 66-!:119 bag to the
producer has been set st {11,100, against for last season's
erop, and this has been mcce by all partles involved as a
regsonable figure.

Wool - Prospects for the current wool clip continue good as
regards both quality and quantity, and local prices continue firm
st an average of {3,000 per arroba (15 kilos). Ths Bank of Brazil
is expscted to suthorize fipeneing of up to @1,200,000,000,
compared with §§700,000,000 last year, The total clip is expected
to reach 25,000 ne't‘.rie tons (greasy basis),

2, STIC TRADE CIAL ACTIVITYs
Sales apd collectlons of trade bills continue to be favarable,
Comparative figures of state sales for Detober ( latest figure
available) and September 1960, and Cetober 1959 are as follows:
(In thousards of cruzeires)

Qctober 1960 gSeptember 1960  Qotober 1959

21,358,351 22,000,582 16,784,582

3. FOREIGY TRADE;

Eji_g = The local Rice Institute has sent representatives

abroad In the interests of expanding export markets, chiefly to
Indonesia, An outlet 13 desired for this year's export surplus

of approximately 3,000,000 bags of rice. The Rice Instituie is

trying to sell its rice directly, instead of through official channels,

Wopd - It is estimated that 3,000 metriet tons of wool will
be ava e for export, However, it is felt that there 1s little
ingentive to export with the free dollar rate continuing as at
present, (ne source is of the opinion that the free market rate
of the dollar would have to reach approximately (1250 to make the
export price of wool competitive with local prices,

I, INDUSTRY AND INVESTMERT DEVELOPMENTS:
Tractors - State officials discussed with a Czech group the '
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proposal for the contemplated tractor (Zetor) factory in Rio Grande
do 8nl, This group included Ottg Hatavack, commerclal attache of
the Czech Embassy in Rio; Miroslav Podhorskl, director of Tecmoexport
of Prafueénst:l -Iban Pale, director of Zetor do Brasils; and Alberto
Taﬁar y GEIA (Automotive BExecutive Group) representative,

GEIA recommended the formation of a state and private capital
company, in which the Czech interests would control 10 percent of
the cap:{tal and would also participate in the company's management,
The State governoment has declared that there 1s no posaibility of
accepting GEIA's recommendations, A leading local tractor
distributor is of opinion that this factory 13 not feasible in Rlo
Grande do Sul as raw materials are not avallable and taxes and the
cost of power are high. The Consuleate will report any further
developments.

Cerman Aut tive Industry - A project spomsored by local
au‘tamoffve parts nnEE?acturers was submitted to Govermor Brizola
contemplating the establishment of the first automobile factory in
Rio Grande do S8ul, The car which it is planned to manufacture here
iz the German W8U, and a state and private capital company is
contemplated, The developing situation will be reported by the
Consulate iIn future reports,

Stigl %nt - A plan devised by & group of technicians

envisag nstallastion of a steel plant In Rio Grande do Bul .
has been submltted to Covernor Brizola, The conjemplated plant will
be installed at S8ac Jeronlmo, a coal area near Forto Alegre.

The capital stock will mmounf to (32 billion in sheres, Ths stats

will control at least 51 percemt of the capital for this state and

privately-cwned plant, If all private capital 1s not subscribed,
the state is authorized to hold the absolute majority of shares,
The area where the plant is to be lnstalled 1s seld tc be plentiful
in fine hematite, The Consulate willl report further developments,

W;Hﬂm = There 1s under construction at Cruz
alta, in s state, n soybean oll pressing plant by the U,5. firm
of Anderson Clayton Co, ,This firm has been active in Brazil for
many years in the coffee and cotton industry, The plant under
construction will be equipped with modern michinery and its initial
ocapacity is sald to be 200 kiles daily. However, plans have been
formulated to eventually increase 1ta capaciiy to L00 kilos per dsy.
The headquarters of the firm 1s located in Sao Faulo,

W = Official statistles just released
ocovering the state’s industrial preduction dpe available,
The Consulate will review these statiatlcs and prepare a separate
report,

[RANDPORTATION AND COMMUNICA 4

To reduce speraticn costs, 1t is necessary to change from ccal
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to dlesel engines, according to the local administration of the ‘
federal reilroad system operating in this astate, The current annual
deficit of the rallroad is now estimated at @2,700 million.
Technical problems, including the improvement of rallroad tracks
shonld also be taken into consideration by federal authorities, Iv:
has been stated,

6. FINARCEs

Exchange - The eruzeiro showed a weakening tendency toward
the end of the month under review, averaging #191.83 to the U.5,
dollar (check buying rate), against @191.21 in October,

At the import auctions held in November the dollar premiums
showed an increase in the special category. The premiums remeined
at 210,00 per U.S, dollar in the general category, while in the
special ecategory premiums pald averaged @611.66, against §I577.53
in Odtober., Soviet Block premlums for agreement dollar remained at
@L78,00 in the general category.

mg_tc%ﬂm = The tightened money conditions noted in
Qetober continued into November because the easing normally
expected at this time of the gnr, following final income tax
payments, has not materialized,

g_m?mnhﬂmg?_ = The Rio Grande do Sul state budget for
1961 1s under discussion at the State I.ngiuhtive Assenmbly, The
budget ineludes a salary increase of 36,6 percent for civil servants,
The defleit is now estimated at about billion, However, this
deficit 13 likely to go up %o about billion if eredits not yet
contracted for and shown as receiptw:mre not obtalned, The
Consulate will forward further details when they become available,

%Wm - The 1961 budget for the Forto
Alegre munieIpio has been approved, showing a defielit of @595 million,
The receipts were set at (12,000,012,000, and the expenditure at
#2,395,957,100, It should be noted that about TO percent of the
receipts are used for the paymentsof eivil servantalsalaries,

The mayor intends to increase certain taxes in 1961 to emable him

to continue needed public serviees, During the current year,
municipal employees were paid only after considerable delays.

It 1s not belleved that a reduction in number of perscnnel will

be made in view of the resulting political and soclal effects,

T. LABGRs

Iabor unrest prevalled throughout Wovember, Deck and
rallworkers struck for higher pay; bakers struck for higher bread
prices; gas' station attendants and lacal electric power workers
threatened %o go on strike demanding more pay, Hligher!tail fares
granted by authorities ended a two-day drivers' strike in Porto Alegre.
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The recent 60 percent increase in the legal minimum wage caused
some unemployment for workers in low-wage industries, although
no statistics are presently available, It is belleved, however,
that business will soon adjust to the higher wages and thus
thls unemployment is congidered as temporary.

B, MISCELLAWEQTS:

State Electrification Eoﬁigg = An adjustment in light and
power rates has been made in s state, according to the Secretary
of Energy apd Commnications, In Porto Alegre the inecrease
amounted to @30.48 per kllowatt, In the interlor of the state
the inereased rates caused considerable eriticism. The Secretary
stated that the inerease was necessary because of the sal
adjustments, He also declared that further rate ad)ustments would
probably be necegsary im 1961, At that time, some thermo-glectric
plants are expected to go into operation at a higher cost than
hydro-electric plants.

2 e
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INDEX
1. GENERAL BUSINESS ATMOSPHERE

2. INDUSTRY/ "
Belgo Minelra Steel Company Inaugurates Teleferico and
Charcoal Storage Pacilitles

3. COMMUNICATIONS AND TRANSPORT/
Work Initiated on BR-L
Belo Horlzonte-Sao Paule Highway Insugurated

ly. TRADE/

Posaible Agreement Between Clty of Belo Hordzonte and
Polish Authoritles

oce-zL/co 2e8

5. FINANCE/
State Budget Submitted to Legislature

1, General Business Atmosphere:

Business activity in Minas Gersals was notliceebly szlow during
the two month pericd covered by this report. The month of September
just prior to the national and atate electlions was one of expectation
and speculation in all sectora of the communlty and %o euch an extent
among business clrcles that ono loeal banking official formed the
Reporting Officer that L% app e #§d that most businesapdfied "closed
up shop" for the two or thiee Wesks Bafors the slec fum, a8t least
this was his e::planltion for the slowdown in cclle ns which ap-
geat‘;‘ to hnv; 'b::n genersal ahara;terilt}i ofrtho- ank!.ng b mei:

n pre-electlon pe. tﬁ i ult, o uraa §ra ze,
but there was an appare & J‘zi‘hic ’if{d&bba pam&xf;r 11 duals
to make further commitmenta until th.e eledtien: ruug& known -

I_e.nd the minimum wage contl'overay was pet‘ 5!

e
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puring this same pre-election pariod the political campalgn
reached 1ts peak., In September the three candidates for the State
Governorship made appearances before loeal business and cormercial
groups and 1t has been reported that these meetings swung many
vobea %o Jose de Magalhies Pinto, the eventual vietor, on the
basis of his kmowledge end understanding of local problems.There s
no deubt thaet Ma%alhaas Pintc begen his cempalgn with strong sup-
port from many of the businessmen of the state Lf for no other
reason than e copmon backeround in business., HoweVer, smong many
of the Commercial and Industrial Asscciations, both private and
government controlled, and probably among bthe university economlets
in the aresa ae well there was alse much support for Tancredo de
Almeida Yeves, the administration candidate. Some of these latter
groups and Individuals tend to be more nationelistlc and consegquent-
1y wers drawn toward Neves who pad pttempted to assume the mantls of
the "naclonalistas", Within this business-government-univeralty
group being dlacussed there was, however, Iittle open antagonlam
between supporters of either of the two major candidates.hilong these
1ines it is interesting to note that here in Mlnas there is 1little
apparent distrust by people in the business world toward thelr coun-
torparts either in government or in the universities, a fact some=-
times diffieult for Americens to undsratand.This outlock has resultsd
in few cbjectionz to the entrance of the State government into what
must be considered business end industrisl fields either when done
Jointly with private busineas,i,e.,USIMINAS Steel Corporation, or
unilatera.‘lély as in the case of Centrals Eletricas de Minas Gerais
S.A.-CEMIG.

It s not surprising then that when electlon results were kmown
therewas 1little spparent hard fesling even among supporters of
Tancredo Neves, Paw felt that a great change would now be made in
the state government. On the contrary, there were many who felt
that the new govermment with 1ts business background might further
the rapid development of the state. Many, for example, are now
hoping that the long delayed, but locally heralded move of Simea
do Brasil from 1ts present quarters in Sae Paulo to the Cidade
Tndudtrial de Santa Iuzle, outside Belo Horigzonte,would Fe advanced
TTnoe It was Magalhaes Pinto In the firat place who had englneered
the project. WE§Ie the Consulate doubts that such a move will be
made in the near future there can be no doubt of Ma alhdes Pinto's
intereat in the industrial development of the Stete as his present
trip to the United States and Europe testifies -- nor that he him=
aelf 1s a belisver in private enterprise.

Aside. from the election, this psriod was slso marked by the
eatablishment of the new minimum wage scales which as in other
sections of the country were preceeded by the usual jockeying for
position by representatives of labor and of industry as they met
with thelr counterparts of the State Government, Agreement wea fi-
nally reached at & figure of Cr$8,480 which will go into effect
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not only in Belo Hoprlzonte, but in other ecltlies in Minas Gerails,
including Juiz de Fora, Ubersba, Uberlandia, Governsdor Valsdarss =
and Santa Luria, There wae apparently little enthusiasm generated
by the new wage Ineresse for most people expected the new increase
to follow the pattern of pravious increases whereln prices immedi-
ately skyrocket wiping out any temporary advantage. By the end of
Oetober this was alreedy taking place with some prices already 30%
above early October levels., At the same time there were several
layoffs snmounced by local firms for fear that the new wage rates
would disrupt company finances, Thls action also follows an searlier
pattern end as a rule once the bitter pill of increased cosats has
been swallowed firms have hired back the workers previously layed
off.

2. Industry

In September Companhia Siderurgica Belgo-Mineira put into
operation a fifty-one kilometer teleferlco which will be uwsed to
transport charcoal from Dicnisio, wiere the company has losated
1ts eucalyptus operation, to the main steel plent at Monlavade.

At Dlonislo Belgo Mineira makes use of both natural stands of
timber and the harvest from the Compan¥'s growing forestry opera-
tion which is reported to include the plenting of up to eleven
million treas a year to assure s supply of the chargoal which is
essential to the firm's steel output. The new teleférico with a
capeclty of %0 tons per hour carrles charcoal To the Centro Hegu-
lador de Carvéo (Oharcoal Regulating Center) located about two
kilometers from the stesl plant., This center can handle np to
260,000 cubic meters of charcoal under controlled humidlty condi-
tions thersby inereasing its efficlency in the stsel making process.
The telsférico 1s of the twin cable variety with two hundred and
twenty towers supporting the main cables between Dionisio and Monle-
vods, Besides the two sbtatlions established at each end of the Tum,
Two intermediate stations have been conatructed.

Estimated cost of the telefarico and the Storage Center 1s
one billion eruzelros.

Comment:- Thip construetion is one of s seriss which ls part
of the Belgo Minelrs expansion scheduled to increase steel output
at the plant by 1961 to 550,000 tona from its present satimated
360,000 tons.

3, Communieation and Transpord
Both in September and October President Kubitschek visited

| Minaa Gerals in connection with the Highway program being carrtdd l
out In this state. In mid September he vislted Governador Veladare
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to give m highly touted spesch endorsing the Adminlstration
candidates for President and Vice President, howaver at the sarme
time, in what may now prove to be the more lasting result of his
trip, he also formelly initiated the work of improving BR-lj, the
Rio-Bahin highway which crosses Minas Gerais from North %o South,
Although most of its traffic is still commercial, this stretch of
highway has a bad reputation with Brazilien drivers both for 1ta
slmost impassibllity during the rainy season and for 1ts axle-and-
spring-destroying roadbed during the dry sesscn. Improvement of
the highwaey by paving, snd reconatruction of portlons of the rogd-
bed, should not only increase and ease transport between Rlo and
Bahia but should have a positive effect on the communitles along
the route, Morsover, with the completion of BR-31 which now has
been paved between Belo Horizonte and Monlevads, and will eventusl-
ly oross BR-L in the vicinity of Matipo, communications and com-
merce between northesstern and eastern Minas and the rest of the
atate should be facilitated,

0f perhaps more immediate importance to Minas Gerals wes ©he
insuguration on October 22, egain by President Kubitschek, of
BR-55, known locally as the FernSo Dias highway. This highway, now
completely paved, links Belo Horlmonte with Bio Paulo by a modern
and what sppears to be an excellent highwey, sllowing for transit
from Belo Horizonte te Sac Pamleo in sbout nine hours by car. The
563 kilometer streteh, 472 of which are in Minas Gerais, completes
the paving of the highway triangle comnecting Belo Horizonte-Rio-
83g Paulo. The new road willl service an importsnt part of southern
Minas. It is estimated that more them 3.5 million persons live in
the 168 municipalitiesa throush which the Ferndo Dias highway passes.

Comment:- There can be no doubt of the importance of this road
which connects Belo Herizonte and SHo Psulo, It offers a new and
much more divect route for the export from Minas of the baelc mate-
rigls which 1t supplles to the industrial complex in Bia Peulo. By
the same logic 1t will emse the Importation of finished produets
from 380 Paulo and the south of Brazil, The only fear railsed in
the locsl press ovey the inauguration of the highway 1s that the
improved cenmunications made available by the opening of the new
road wWill increase further the ties Southern Mines alreedy has with
Sac Paulo. It is a fact thet thiz part of Minas Gerals has for some
time been more clesely allled with S&c Paulo than with other parts
of thls state itself, Although this process originated because of
the relative lsclation of Southern Minas in relation to the Central
and Northern parts of Minas Cerais, 1t is Peared that with this new
means of communicetion open the process maey be accelerated. It is
of course questionable whether such a relationship with Sdo Paulo
would work to the ultimate detriment of Minas Gerals.

L R
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Mayor Awintas de Barros of Belo Horizonte has called on two
Polish techniclans to assist in solving the clty's chronle water
shortage. The techniclans wers given a two-day tour of the city's
facilitles, and & brdefing of 1ts problems in the hope that on
the basis of the data gethered they might come up with a propeseal
for the supply of equlpment, l.e., pumps, water treatment facilitles
and laboratory supplies, and in the words of one city sapokesman,

"If not teo expenaive, perhaps some technical assiatance,"

Aceording to one of the techniclans payment for equipment and
services, 1f an agreement were reached, would not necesaarily be
in dollars but might, he suggested, be in the form of a barter ar-
rangement for coffee assuming that some type of arrangement could
be rPeached betwesn the Brazilisn and Pollsh goverrments.

Oomment: - Belo Horlzonte'!s population has more than doubled
in the Tast ten years and as a result the elty has been hard put
to supply the public services under its control. Thers has been
almost constent mgltation not only agalnst the city administration,
but also, as the Department well lmows, against the U.S., and Cana-
dian private concessicnalires in the fields of electric power and
light and telephonse aervice.

While the new egquipment which could be supplied by the Poles,
and the locally originated suggestlon that the eity drill a series
of artesisn wells would be of sume help to the eity, at beat these
would be only stop gap meAUTres. The one long renge solutlon to the
water problem whlch seems feasible 1 the complation of a large water
main that could bring webter to the city from the nearby Rio das
Volhas. Unfortunately this projeset, already started, hee besn
temporarily suspended for lack of funds.

E. Finance
In mid September Governor Blas Fortes submitted what will be
his last budget to the State Legislature for approval, In brlef,
the new budget calls for expenditures of Gr$216509,1|.255960 while
f ]

at the same time anticipating revenues of Cr$ld,773,805,000.

The resulting deficit of Cr$2, 735,619,960 1s substantially larger
than that predicted for the current fiscal year, actual figures
for which will not be avallable until some time in early 1961,

Once egain the largest single share of the atate budget
(cr$7,331,779,662) has been esrmarked for the Depariment of Finmce.
One reason for this large ameunt 1s reportedly that this department
handles, and carriss as part of its own budget, the salaries of
most state employeea,
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In second place, in terms of size of Departmental budget,
is the Department of Education (Or$3,976,099,749), which thlas
year replaces the State department of Highways whlch previously
had held this spot. The Consulate was informed by e State ofa-
ficlal that at least part of this increamse will be used to
improve school phyaical facilitles which according to other
spurces are in desperate need of repair.

Following the Department of Education is the Department of
Highways (Cr$2,603,551,928), which will continue 1ts present ex-
pansion program covering both the paving end construetion of new
roads snd the reconstruction of roads now in use but in bad repalr.

The fourth largest portion of the budget 1s beling assigned
once again to the Department of the Interior(orjz,l62,153,520),
whose main programs encompass the State Military and Civil Pollce
organizationsa,

Intersstingly encugh, despite Btate!s efforts to industrlalize
and develop its rescurmes, the Stete Department of Agriculture,
Industry, Commerce and Labor, still combined under one secratary,
Temains well down on the list of benefactors Ifrom the public

treesgry(Cr§B10,670,048).
. A Ao

Edmund A,da Silveirs
American Consul

cc AmBmbassy/Rio de Janeiro/Eecon Section
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Ou Novembsr 28 the Municipal Cowmeil woteg
Ootobser by the Mayor of SYo Faulo covaring the 1961 M pa
ftem 3, despatch 143 of Qotober 7}, Howsver, due to a serisp of
the budget, shich ariginally was balanced and placed revanue and expendi= °
tures at Cr$ 14,538,505,000 each, now shows a daficlt of Or§ 1,90k,645,8154
The Council first eliminated an authorization to undertalte financing opera=
tions totalling Cr§ 1,6 billion to balance the budget and reduced anticipated
revenus by that sum, It then cut out expenditures tataling almost Ord 3
billion (including a redustion in public worka funds from Grd 2,9 billion
to Ord 1 billien). Ab the smma tims various smendments inoreased other
expenditures by a littla l:;zx:_‘ o¢$ 3 billion {including & reserve of crf 1.2
billion to incresse governmant saliries);

Apoording to the press, ths only alternative to a veto would be for the
Mayor to eliminate anms_:m‘ditprel‘puausq the budget did not provide
sufficiant funds, AR RN
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2. Seviet Trade

from Ddessa the USSR vessel "Ugleuralsk” docksd at Sentos on
November 30 toc unload 6,500 tone of Sovist wheat, The freighter is dus to
départ from Sentos on Demember 5 after londing 63,242 bags (3,795 metric tons)
of Brazillan coffens It will make a stop at Tlhdus, in south Bahia, to pick
up 1,500 tons of cocoa destined to Laningrad and Moscow,

hooording to a Smtos news despatch the Soviet Union is now considering the
poasitillity of setting up a regular shipping line next year to link Sovlet ports
with Santoas,

3 Sy IO ivag for Mo, 1

Twe Us S, vessels wnlcaded at Santos last week & total of 10 diessl-selestric
loccmotives destined to the Mogiana Raillway Company. Another 13 locemotives are
expscted at Sentes by December 4, The 950 HP, 57 ton locometives were menufactursd
by General Motors, and will be used on the Mogiana!s passenger traffic lines. Tha
new locomot ives will replace obmolste shoam locomotives. The company slready has
62 diesel-electric locomotives in operation and it is expected that the expended
use of this sguipment will contritute to sn apprecisble reduction in operating
coste,

Le Sale of Shares U it S,

The 3%o Paulo Light announced the outcome of the sale of ahares on which
sales were closed on September 30 (sss item 1 of desp, 11 September 22),
Twenty-six percent of the new shares were sold to industrial enterprises, while
commercdal organizations took only 1.9 percent. Individuals acoounted for &l
percent of the shares sold, No indication was given as to whom took the remaining
B parcent of the shares, Sixty-five percent (5,634) of the employess of ths Sffo
Pgulo Light are now shareholders, and the total number of shareholdsrs of the
Light now comes o 33,794

5. High aight Tr: ation Paulo

The First National Congress on Highway Freight Transportation opensd in
£fo Paulo on November 28, The Congress, to last until Dagember 5, Eroups repre—
dentatives of freight transport associations from 5o Paulc and all cther states
of Brazdl. The delegates will discuss, among other topics, the posaibility of
forming a national association of highway truckers; problems connected with
multiple taxation; standardization of packing and freight opsrations.

6. T (tion) b

The First National Forgings Exhibit was inaugurated in 8fio Paulo on
November 30 by Admiral Lucie Meira, prepident of the National Economic Devalop-
ment Bark (BNDE) and director of the Exscitive Oroup of the Automotive Industry .
(GEIL). The exhibit, sponsorad bty t he Bragilian Forgings Associlation, is
located in the main lobby of Congonhas sirport and will be open to the public
wtil January 15, 1961, Exhibite include locally forged automotive and raile
way aquipmsnt, forged parts for the nxval constructlon industry, agricultural
implements, cutlery, and other forged parts used in industry,

[ unorassteren ]
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;l'hs proseat capaeity of the Brazilian forging industry is estimated at
100,000 mstric tons annually.

s W St o_g Halt

The wave of strikes which swept the city and state of 9o Paulo during
the past month finally ground to a halt. During the past two weeks agree=
ments were reached which settled a strike of mome 600 biseuit workers employed
by a British firm which lasted 158 deye, and a six~day strike of strestcar
workers which completely halted all trolleye in the capital city, Chemical
workers in the Santos area cslled off a strike of four days againet four private’
compenies in the industrial complex surrcunding the Petrobras Presidente Barnardes
Rafinery.

The strike of bisouit workers was one of the longest in Brazil's histery,
It was backed by the Fremte Nacional do Trabalho (National Labor Front) which
is 1led by Dom Jorgs de Marcos Clivelra, soclally-minded Bishop of the nearby
municipality of Santo Andre, The ggreement settling the strike salled for full
payment of woges for 90 days of the strike, However, demands for a collsctive
bargaining sgreament spelling out grievamcs procedures, working conditions,
sanlority, etc. and a wage increass of 4O percent snd other fringes were rajected
by the company, As a resnlt, veteran non-Compmunist S¥o Paulo trade unlion leadsrs

foel that the Frenmbe Nucional do Trgbalhic suffered a ssvers setback.

The strastcar workers who sbruck over non-psyment of back wages returned
to work when the CMTC, city-owned streetcar line agresd to pay the wages in
arresrs in parcel payments over six consecutive dayu ard to pay wages for days
lost while on strike,

The Santos ehemical workers! strike wae called off when the workers
accepted an agreement which provided for an inoresee in wages of A0 percent.

Agreements granting wege inoreases ranging from 35 percent to 39 percent
ware negotlated by bank clerks, dalry workers, cablnet makers, oommerclal workers,
brewery workers, Journslists, and lsather workers without resort to strike, A
threatened me jor strike ef rsilroad workers on the important Paulista line was
headed off when the 15,000 workers agreed to accept a wege increase of 30 per~
oent and a mumber of frings benafite including s Clristmas bonus. Railroad
workers on the Sorgcabans, who have set at least thres strike deadlines in
support of thelir demands for increased wapes, poat.panad strike action once
again giving credsnce to a possible ssttlement,

Compmtt The labor unrest has bsen caused by worksr discontent over the sharp
and unchecked rase in the cost of living cambined with congideratle activity
by left~wing agltators. Howswer, most of the wage agreements wiich reopsn
ammually have now been renewad w!.th the exception of struction workers who
are in the process of negotiating a new contraoct. /

% 2
William P, Chchran, Jr,
Minister Consul General'
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Sumary

Industry and Investments
Agrisnlturel Develepment snd Poliey
Petroleun :
Transportation sl Commnication
Labor

Finmnoe

Eant-Weat Trade

Bummary:

Easier money conditions, improved payment of bills, and an increase in exportgn
desoribes m sesscnal situation not unlike that experienced im former years, Hemoceg)
to some obssrvers, this signifies & return to & more normal econcay after a fow
yoxrs of severely inflatlonary trends, However, & sabering reminder of difficulties
to come is the pessimistic estimate for the reglon's prineipsl erop, coooa. The
narket reporis spotiy sales. Generally, there has baen a let-down after heavy
buying in snticlpation of price increases during Outober. Some improvement is
reported in the payment of trade bills. Aglo purcl reflsot 1 d looal
interest in the purciass of import exchange. A loocal
coummications for several days. This gave some lmpetus
new talevision statien (Canal 5 Itapok) which was inmugurated on Novembar l9th.
Ocomsional wildeat strikes in other lines so fm have failed to perturk the
genersl calm &f the populatien. Tosta Filho, Director of the CACEL arrived in
Salvador on November 18th. He met with exporters and growers to discuss him ¥
cooon marketing plan, He stated that any suggestipms to be uw into his
plan shonld be add d to the of thasggc” 9 in (]
him for sonsideratiem, ; SR

L-21/00°2c8 T

2. Industry and Investmanis:

GRODED S5 w11 e
() Petrobres Director, Dr. Pinto da Aoiar, tandindta that, PETROPRAS has
approved the furnishing of raw meterial to the Compsnhia de Carbones Colodais

L
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(Ses Monthly Eoonomie Sammary for Msrch, 1960), & fastory whioh will mamfacture
scarbon black near the Mataripe refinery.

(b) Rudolf Umlsuft, an englneer of the East German Eaonomlc Missien,
recantly arrived in Salvador. He approschad state government suthorities snd
hae offersd tractors to the Seorstariat of Agriculture and elsciiic gemerators to
the Companhia de Fletricidade da. Bahis {COEJBA). He has also offersd drillers,
motor pumps, eranes, compresscrs; ice making machinery, olgar making mashinery,
s1los and cold storage plants, all in exchange for eocca besna, fibers, vegetable
oils, hides, tobacco 1saf, stc, (3ee Monthly Boonomie Report of Jume, 1960).

Comment: Thers has been & marked inorsase in Gersan teohniclans and
engineers in this area within the pasi ysar and it is felt that they aremiing
inroads ¢ d batential i t and trade with the northeast.

(e) A local newspaper report inmdicated that Sr, Pmulo de Carvalho Barboss,
a native of Rlo de Janeiro, visited Salvador recently for the parpose of es-
tablishing the Companhia Bahlana de Inbrificaptes (COBAIUB) which will have itnm
fagtory st Madre de Deus Island, {adjscent to Hateripe refimery) and will
mamfacture sutomotive and imdustrial lubricating olls. It is reported that
Cr$100 million will be invested im the plant,

(d4) It 1a reported that & group of industrialists are presently in Salve-
dor to disouss the possibility of installing & petrochemical industry in Bahis,
FETROERAS has already established a comdadion for this purpose (Comlssfio Espe—
oial de Tndustris Petroguimica) sad sny petrochemiesl development will be under
the dirsst supsrvision of Potrchras apd the Federal government,

3. Agriedltural Develoment and Polioy:

{a) The total Bahim 1960-61l cocos crop im mow estimated at between
2,000,000 and 2,300,000 bags st 60 kilograms sach, and weather copditioms con-
time faverable in most of the sestions,

The pocos market le quiet, with few CACEL sales abroad. Poessimlem con-
times with regard to the sise of the main crop, Tosta's new marketing plan
has boen released to some government exchange officisls as well as to selected
exporters. This publication of 172 pages contains the whols history of Beshia
coood and presents a complicated marketing plean whioh may have the effect of
oontimaing the foroed exclusion of the exporters. Initisl reastion has been
negative apd there is even some doubt that the new President-Klect will accept
the recemmendations in their entivety.

(b) Omstor Sesd and Castor 0il. Estimates for the State sastorsesd orop
sontimues to be & bumper ﬁ,ﬁ metric tms. Crushers camtime buying in large
quantities sl selling oil production far into the future,

(o) Tcbscoo Ieaf. The last few weeks have seen a pick-up In exports,
The "Sertio™ type tcbacco is pow coming in in fadr quentities at scmewhat

UNCLASSIFIED
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l_—r-dzmad prices. Estimstes for the new orcp are becoming more optimistic es to_‘
quality, The seéoond planting in August (the first was rained out) seema to
have taken well, Thers is continued evidence of United States interest in the
lower grades,

(d) 2,000 chickessarrived recently from Rle de Janeiro for the agrl-
cultural erperimental station PHuoleo Colenial Presidente Eubitscheck® in Hata
de 880 JoMlo, Bahia, The Servige de Produglio Andmal, a divieion of the .
Secretariat of Agriculturs of Bshia has purchased a total of 10,000 chickens
in 3% Psulo which will be ment to aviaries in Feira de Santans, Alsgoinhas and
Santo Antonio de Jemus,

4. Petroleum

{e) Patrobres is bring down the greater portion of thelr drilling rige
from the north and re-locating them in the Bahia ares, It 1s relisbly reported
that contracts have been signed with two United States drilling companies for
dsvelopment drdilling in Erasil. This will bring the teotal mumber of turn—key
drilling outfits operating in Brazil up to thres, The discsvery rate over the
past several momths has been disappointing acoording to informants and recent
statemsnts made by Welter Link, outgelng Amerlcan technical adviser for
Petrobras, regarding lack of oil potemtial in Brasil, has set off & series of
editorials. It is reported that an investigetdebody is being set up to lock
into the matter,

(b) The Conselho Nacional de Petroleo has incrossed the prices for the
following petroleunm productst geasoline; dlesel oil and kércsene, The prasant
price in Bahis per liter is as follows: Gascline Cr$9.8.; diessl oil, Cr§6,70
and kerosens, Cris,77.

5. Trem tion and Commanications

(a) 'Radio-Itepoll, as amnounded im the Monthly EBconowdc Summary for
Septesber, 1960, insagurated its television station en Movember 19, 1960.
Aceording to locel reporte the installstioms cost 80 million cruseiros, has &’
trensmitor of 6 kilowatte which will permit transmission up to 100 kllemeters.
The 3000 cdd TV sets presently operating in Salvador have & very good and
clear reception.

(b) Five new losomotives will arrive at the port of Salvador on Decssber
16th from the United States cn board the MORMACTERN, destined to the Federal
rallway Viagfio Ferrsa Federsl Leste Rrasileiro,

6. Isbar

(a) Salvador graphic art emplgees wenit on & 10 dey strike on November 13th
dexanding an incrsass in their salxrdes, as reported in the Monthly Ecomoxic
Summiry for September, 1960. According to an sgresmnt recently sigred at the
Labor Court, they obtained an incresse of 35% in their salaries. Newepaper

[ vecrassorm |




¥ Page & of Paj
~Berp.NoJl UNCLASSIFIED End. No.
me.m.-

Bahis, Brasil., {Classifieation) ?esp, No,
<

service was internpted for several dsys during the peak of the strike, although
white-collar employees did a comsndable Job of turning out & token lesue daily.

(b) Salvader rallway and steamship workers went on strike from November
8-11, 1960 as an adhesion to & national protest for the parity of salarien
between civil end military servamts, Federal properties wers guerded by srmsd
forces and some muspectad individuals were kept under arrest for precautionary
messurss, Thers wers no reporte of viclemce, however.

(¢) Raployees of the Sarvige Municipal de Transpertes Coletives (SMIC),
a pablic utility snterprize owned by the Sslvador Municipal Government hes

gone on strike for non-payment of their salaries, This company operates many
of the buses, all of the electriec tuseés and the slevatar service between the
upper &nd lower cities, It is reported that salaries are in arears in the
amount of 8 millien crusairos, The Mayor of Salvedor has requested the strikers
to grant him an extension of tiwe to pay this "debi’.

(d) The sgreement msde last year between BEresilisn airline employees and
their employers will expive: socn. According to their Upions, they have
decided to request an increase of 50% in their salaries, sffective December 15,
1560, In sddition, =n annual bomus of Cr§l0,000 for sach smployes will be
requested,

7+ Iinance:

Aocording %o the State Internal Revesme Departpent Cril.ik7.9%6.399 were
oollsetsd during the first eleven months of 1960 which constitutes an:increase
Cr$261,935,282 over the same parioed in 1959.

8. Zast West Trade:

Exports to Soviet bloo cduntries during the month of Rovember

follown: Yugoslavia, 191 metric tons of cocos beans and 190 tons of sisal fiber;

Poland 200 tons of aisal fiber, 23 tons of tobsoco lsaf and 4 tens of hardwood
and Czschoslovalda, 18 tons of skinm,

FOR THE CONSUL:

(Zu/

Faul B, McCarty
Awerican Vice Consal

Oopy %o Esbassy, Rio de Janelre.
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In reply refer to becember 22, 1968
ED

Dear Mr. Goodrams ‘

We have received your latter of Decembar 12, 1960 snd
the enclosed revisicn of your "Froposal For Ecomomic Developsent
in Brazil.®

Ae we stated in our letter to you of September 13, 1960,
should you develop more detmiled projects which you feel might
qualify for finsncing from S Development Loan Fand or Jhie
Export=Isport Bapk, you msy wish to submit your proposals to
thea directly.

Binesrsly yours,

Janag C. Lobenstine
Cdef
Economic Developmnt Plvislon

Mr, Edward B. Goodrum, . T MBSSACE CENTER
Sconomic Development Corperation,
ol e . s CONTROL  EC 22 1960
Bunnyvals, Califormia. TH, [113; S
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Proposal for Econgmic Development of Brazil

For appropriete handling.

Attachment:

Ltr of 1212 to CODillen
from E. R. Goodrum re subje

co:  ARA - Mr, Ortiz {(w/att.)
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ECONOMIC DEVELOPMENT CORPORATION

1602 Grosbeak Avenue Sunnyvale, California

December 12, 1960

P
Dapartinent of State
Washington 25, D.C. File Ref: ED
RE:  Proposal for Economic Development
in Brazil (revised September, 1960)

Attention: Douglas Dillon, Under Secretary of State
James C. Lobenstine, Chief, Economic Development Division

pg2l-21/00°2e8

Gentlemen:

Gns0

e lfzs

7=

quest. The delay In transmitfing this revision of the praposal forwarded to you earlier this
year Is attributed to the time required to obtain o suitable tronslation of the revision into
Portuguese. Both the Portuguese and English versions are now being released simultaneously.,

The enclosed proposal Is forwarded for your information in accordance with your ra- }

@5/

Since our previous contact with you, we have received our corporate franchise from
the State of Califernia, and are in the process of making application for permission fo issue
500,000 shares of stock. This initial issue is to provide $4 to $5 million dollars working
capital for she first phases of the program proposed. Future edditional financing is planned
as may be required with respect to the investment phoses of the progrom.

i
@;/‘i/

Your questions and comments with respect to the proposed program will be most wel-

come. Any suggestions relotive to other areas in the world where similar programs may be
feasible are invited,

0%

Very truly yours,
ECONOMIC DEVELOPMENT CORPORATION

E. R. Goodrum :
President

1951 & - NuF
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The reglanal ookton ¢rop is reported to be of unususally hieh
quelisy this year; the suppllers' prices have recently dropped 20
that the looal glaners ean purohase end gin the gobhson with prospecis
of praoffitebls resgele 49 soushern merkets, Only the Mata cobtion v
Gry2? ($0.14)pex kilo 1s ohsap enough fer exportaticn. Suger nille
repert au inerease of 10% %o 15% ylelé of sugar per ton of oans;
better weasher conditlons plug betoer fersilization methods are
sermed reeponsible for Lthe extra yield. The sugar markes remained
#irm with sales being negotlated well above the rized minimum priee
of Crdsol {p4.46) per €0 kilo bag. The reoeipte of cotbon and sugar
gales have improved somewhat a tlghi mouey market; the demand for
loan meney contioues te be airongs

Business eenditlons are desoribed as normal, but with a aertain
degree of caution belng shovwn by business elemenis as they anti-
aipate possible conservative euonomic policles that might be in-
stalled by the new national adminisbration after Jenuery 31, 196l.
Snles of sethon sexsiles have Blowed, Generel reteil sales are
gasegorized as 2atisfaoitoly. The inflaslonery effects of the October
hike of the minimum wage e now being felt; some ouritalllng of labor
forved was effected by various vompenies.

Pespambuce voied new zeles tarxes as all Nertheastern 3hases
gtrugeled with embltilous budzese for 196l. Gevernor Sempaio Itrong-
1y and publiely detenddd she need ror forelgn help and investiment
in the Norsheast ab the same Slme thai his stabte eauddiods.wsre mOV-
ing into "edminister™ part of Amerlean end Foreign Power's subsidlary
in Pernambuco, SUDENE's UPlano Diretor, the master plan for action
starsing 1n 1961,has heen gffeatively pigeonholed in Braszilis. The
Reeife Movement tor Mass Culture, ped projest of Mayor Arraes, has
enlisted 420 wniversity ssudents %o asgiss in meducasing” the 1l-
1tterase adult populatlon of Recife.

II. AGRTIOULTURAL DEVELOPHMENTE
A. Onion Crisis ]Gan'a:]nueél}

President Kubltsohek finelly yielded to pressure for federal
help snd on November 18 ordered thet the orap surplus of 3,000 tons
he purchasgd by the Government. Onion imparis from EZypt end Spaln
hed sahotazed hhie Pernembuso onilon farners who sould nob afford te
market thelr orop for the market price of orge (3 #) per kilo. The
SEo Franclsoo valley in Pernambuoa normally produses aboub 25,000
sona @ onlens per year; $he orop la narvessed In August.

One SUDENE agronomlsh has regomiended She’s the onlon growers
glternate thelr crops with "herbeceo™ oaebten, an exiTa long fibez
Egyphian sebion straln which, with irrlgatlen, sould praduce 1,250
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kiles per amors, [(Sourced: newspaper Teporha.)

B. Palma Planting Csmpaign

Pelma, a spinelsse caotus, 18 looked upon g8 one of the miracle
plents that can be used teo overcone defioiensiea 1n seil and molsture.
The palma 35 ueed &8 a fesd (2% pratein) and source of water (90%
moissure esntent) for cattle, The Stave of Pernambuce hes initisted
a Grg2l million {$105,000) pregram for planting 7C million pedme on
360,000 meres. The palma plantings are optimistically predleted ue
reduce by 00% She feed deflelt of she Perpamhueo livestock industry.
In othier terme she resulting produeslon from these palma should feed
200,000 head of oebile per veal. In 1958 and 1959, 17 and 10 million
pelma were planted wlih saslefactory resulis. Also to be dlstribused
were a milllon MalgarebaM tree sproute, The ralgarebe™, parsioularly
in Rio Grande 4o Norte, has proved sugcessful as a dlet gupplement
for oattle; the seeds are proteln rich.

SUDEME i8 also baoking @ program te inorease and imprave the
culsivatien of pelma.

R e

$IT. MINERAL AND FISHERTRS

A, Pareiba Wheling Operationg

On Ovtober 18, the Tapenese-Srezilian whaellng oompany, COPES~
BRA, held a speelal fish fry and whele hunt for Brazilian aubhor-
ities and press near Cebedslo, Parafba. For the gvent, whale number
500 of 1980 (=ince June 26) wee sanght and provessed. COPESBRA
operates thres whaling shlps, with orews oft 10 Brazilians and 17
Jopeanese aboard each vessel. COFESHRA hes sold shle yeer 1,200 tons
of whale oil plus bone meal and wasie produwshe. (blosd, ste.} for
Perisilizer, WWhalsg eephured in the nersheastern Brszilian waiers
ave:):age between 20 and 30 seus. ("Disrio de Pernambuce", Ostober
16.

COMMENT: One lenal journeilst rsperting the
shipment of 800 tons of whale meat Lo She United Stases
on Ooteber 16, noted = authoriiesively - chat 'all
Norsh Americansilikda whale steak, broilled or frisd,
whereed the Brazllisng .,..s &P DOt 26 appresiative
of the mea%." The same writer alseo related that the
Bragilian crewmen, few of whom hold key jebs, believe
that shey ars poorly paid {cr$ls, 700 per monih Qompared
50 a Gapsdelo minimum wage of Gr#&,sﬂo }» The Brazilien
Navy mailnsains a continual survey of the COFESBRA oper-
atians.

]

UNOLASSIFIED

[ N




PagefHive of
TOLASSITIED Escl. No—==

(Clasrification) Desp, No. 23
From_Beoife ,Brazil.

© | IV, TRANSPORTATION AND GOMMUNTCATTON

A, Communiostlon Impreovemenss Foreseen For Pernambuco

HReoifes will have, In September of 1962, the mest madern tele=
phone .gervigs in the world....." 5o apeoke the directer of the Ola.
Telefdnica de Pernambpuca o November 25 as he launched a pragram,
appreved by State autheritles, te raise the onpitel required for
suoll en embisious progrem, (Note: Reoife now possBspes 1f not the
worst, one of the worst ielephone services in the wm:].d.s Telsphone
rates will be raissd (60%), present selephone users and steckhalders
will purohase addistional siocks (enm cazy hut ferced terms), end
susure subperibers, cemmereisl or rrivate, will have to purchese
shook sheres as Beil as pay the new instellation ree ($300.C0).
Required ssack purohases will Xenge From $500.00 bo §400,00.

he federal Department of Majl end Telegraph alse promised, on
OQoteber 6, sn improved intra-state and reglonal telegreph and Sele-
phene sysiem. A telesiype has now replaced the manual key feor tels-
graphle contact with the interier. Copper wire, because of 1te
Ihert value does nos lest leng; she steel wirea are inferler; Bo
new, €9 R cempremise, aluninum wires will he installed. A new Mor-
aoni radio tranemitter is anlso being readied for servise, and equip-
ment lLies been purchased for major interatate telephonic Improvementie.

V. LABOR
A.  Strike Threata

The new minioun salaries deoreed in Octeber have served o
stimdate lebor erganizations %o threaben surikes in an effert o
expedlte expecied wage lnoreapes. Among these erganlzations were
moterista' unien, velephione workers! unien, the bakers! unten, and
she railway workera' ullon. .

The natienal ssrike (Hovs 8 %o 11) of the dook werksre which
alee spreed to the railreoads praduced some exoivement but no vie-
lence In the Reeife area.

¥I. INDUSTRY

A. _New Brewery For Pernambuce

The Brahma Company, traditional Brazllien brewery snterprise,
has enneunged plans 3¢ Instell a 420,000 batils per day brewsry in
Pernembuce's new indusirisl park, The Brahma eperatlon will alse
encompass, B8 by-produsts, the markeiing of ¢arbenic gae, lee, and
melt produsts, The propesed plent will enpley 120 peeple end will
represent an iavestment of Cryso0 milllaon $4 millien); 40% or the
neosesary oepiial will be ralsed lecally shrough salsg oFf B new
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|stock issue, The Peruambued ecanemie plancing commissien (CODEPE)
{was instrumental in attraoting the brewers teo the Northeass. (Wor-
nel de Comercia™, Nov, 13.)

B. New Sisal Industries

Three new lndustries whleh will use gleal 9 manufacture rope,
bajler and bindsr twine will be installed in FParalba., The three
ocompanies - JOSIBRA, SIBRASIL, and FIBRASA ~ wlll consume aboub
R6,000 sens af Parahm slsal snd will employ 588 persens wilth thelr
new eperatiens. FPlant investment ig estimabted a% Crgss57 mlllien
(41,785,000}, Pellowing SUDENE's receommendatisn, Fresident Kubite-
ohek decreed an exempiilen Tor the ocempenies from tazes en the impors-
sasien of new maohinery. {"Jernsl de Gemercie®, Nov, 18}

@, Indusirigl Losns

The ﬁBa.uoa do Nordests do Brasilh" has aunnsunced the foallewlng
loans (8 te 10 years):

1. Or$ieQ millien (§600,000) to Scoiedads Indusirias Mlperva
S. A. o up peper (ineluting krafit and vellum types) praduetisn
from £,800 tons %@ 6,300 tene per year, The bank leosn will represent
45% of the tetal Investment for this expansion.

2, Or$100 millien ($520,000) to Mercantll Tertuliane Fernandeg
8. Ae ©f Ri® Grande de Norte fer expension and medernlzatien of a
vegetable @il plant.

3, Or$es millien ($125,000) te Cotenifioioe Campinense 9. A. of
Parsfba to exzpand iextile predusticn vapacliy by 83%.

4, Or$s0 millien ($150,000) %o the Cla, Indussrial Mereantil -
Gasa Fracelanza of Paraibe for plant expensien (beling twine).

YEI. FINANGE
A. Pernanbuce Tax Problems

Pernamhuoe Governor Oid Sampaie's Ootener request for a 40Bgstsx
on the sale of products lmperised frem ather parte of Brazll stiryed
a lively and sontinuing debabe ameng the State's commersiel, huslness,
and pelitical interests. A federal law prohiblie any tax en inter-
stase oommeree Lhersby theeresieally sxaluding eny taxatien Ly Per-
nambues of preducts menufagtured autside of Pernambuce. By far the
larzer porsien of goeds yetailed in Permambuge are "imperied,
Governor Sempmie proposed %e skirt the FPederal ben by labeling the
tex levy a8 & "publle seourity and soolel asslsiange Lax.” Businesg-
men became sohizold as Shey attempied o deny the necessliy flar
bigher tewes while - at the zame time - defending ihe nesd @ suppors
| LA
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the Gevernor's mmbitious pregram fer the State. A serles of Ne-
vember venferences by the Geverner wlth State legislators and oom=-
mereisl leaders Tinally evelved o oempremiss of an sdditienal 1%
for the Stase sales tex (4-1/2% te 5=1/2%) on Periambuee proiusts
and a new 2% "hishweyTeecnstruction end electriyicatien tax" en the
sale of nen-Pernambuce preducis. The sbabe leglslature ghenzed the
asme of the tax 8o shai she ntilizatlon of the bax fHunds can he merB
vlesely regulated by the leglslature.

COMMENT: While s$ill fighting fer the prassage of the
prajested 4.5% tex, Gevernor Sampaile conesidered 1% neces-
sary %o defend the tex via e 90 minute radio and television
addTesss (Governor Sampeie stobed thai the enly alterna=-
tive bo the higher Saxes would be m besis revision of the
stete's Saz struoture.) A lepge portion of ihe new revenue
will be needsd to pey proposed higher salerisa (pluse 504)
for stabte enployeea. The State lsglslabors alsa vosed %o
up thelr salarles hesouse of infletionary presaures., There
ape s53111 Shoee oritles of the new 3% war who guestlon iss
legality.

B. S3.THx Semnfei:tel

Tha 0.5% Pernambuso industrlallzation tax, valled Bonue BS
("Zorracha Sintétieal - synthetla rubber) begauss of lis relevance
te the projested synthetie rubbsr fasteoly end 1i5e lotiery features,
logzed its rirst soandal. On Hovepbex 26, polioe aubthoritlies an-
nounned that sen smployess of the fgsoretaria da Pazenda", the oon-
srolling ageney for ilhe Honus B, ent middle-men had been employing
& olever sysiem 5c hebh oversharge the merehanta f'or BI stamps
purchased and underpay the Jtate Por B9 shamps sold.

. Finaneisl Problems for Paralba and Rio Grands deo Norte

Observers are predleting finsnelal neadaehes for the new admipnlg-
tretions whish will assume ebargs in Prpaiba and Rio Grande do Horts
op Tenusry B1; 1961, Both are Stayes thav havé been foroed Lo uae
rod ink Tor bhudgstery estimates. It is predieted that Goverpord-
¢lect Pedra Gondlm end Aluizio Alves will be roroed to eliher ralse
taxes o oub siate prégrams, both pollsicelly hazardous, Both men
are pointing necusing fingers at the incumbent administraiions for
sonducting aemplete robbezries of the puplie tills for personal en-
»{ohment. Poth invoming Governars alao propose embltlous stete de~
velopment plens which will complemen® the regionsl SUDENE operatlons.

Pedro Gondim, in Gutouer, llsted tha mein pointe in hls b=-yeer
plen: sleotrlflcatlaon, industrielizesion {leaning heavily on '"mixed
econemy" ecrporatisng),edusation, end = highwey and pori expapsion

| and fmprovensnt progrems. He plans wa snend abous 0rgll millian
($50,000} of =%ate funds on theae projevss. He alse hopes to devalo#
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‘| the "oaja" (fruit end nut), phosphetes, and mining as poltential mone
carners for the state svojomy. Souree: Parssnal vconsasts.)

VIII. POREICN TRADE

East Germean Trade Talks

Representatives of a Brazillen-Argentine oompeny, desaribad ns
influensiel in effeuting she 1958 Brasil~East Germeny srade agreement,
held %alks with Pernambuee Governer Sampaie, SUDENE, and lecal
buginessmen trom Nevember 20 %o 24, Msesrs. Rudolf Umbault, Werner
Reinheimer, and Ivan Qorrda were the spokssmen For the firm "Slplo-
meta" (reporitedly linked teo "Ohemieasu® Ustungen" (%) of Bast Ger-
neny). Durlng sn interview wlth the press on ITovember 24, Herr Relnu-
heimer reported that Covernar Smmpalo had expressed interest in a
powdered wilk plemt end lang disptanss (700 km.) radlo-telephonie
se5s, He slsec noved that deals $led in with the vorffee instituse
hed been eompleted fn the State of Rie ée Janeire (§2,700,000 vor
pumps, generators, eranse, alr compressors, motor boais, ete.) ané
Rio Grande do Sul ($40,000,000 for thermal-eleeirie power units,
trastors, and agrioultural lmplements). (Sourees: MCorreio de Fo-
vo, Nov., 22, and "Joxnal do Gomereio", Nov, 2B.)

IX. TNVESTWENT OLIMATE

A. Sempele Defends Nevessiiy For Foreign Help In Wortheast

The Estado ds SHe Pauwle, on Oetobsr 25, editorialized abaus
Governor Ui ampaie of psrnanbucd as follews:

"...v. Baldly, without fear of communist reantion seees
she Governor of Fernembuco declared that we have 4o
leak heyend the national problems, end aeh 8¢ thas we
stop facilitating the undernining astivitles of the
azents of MOSOW (esss Whom yvouw find enliated in the
nabienalist »anks, We need the help of forsign geplial
essss b0 TeEfuse 15 would be %o lemd the Northesst Ho
g revelutlensry exzploaion wibli twe or thTee FealS suare
for we don't have the financlel ressrves to permls ud,
by ourselves, %o resolve such a ssrlous problem.”

The Estadd oconsinued: "Summing up: Mr. 0ld Sampale
was sapaple, ror the first time ln these 15 years af
trowpled wepublie life, of telling the trubtl vo the
netion end vielently unmegk the 'leninizte-stallulsis.?
For thile reason, his words hed a strong repercuszien
upen publie apinien and sentribuited mere o ¢cuvinds
she oountry of really having ait iss servics a woruhy
and ¢apable man. His exeellenuy, beiter than anyhody
slse, 18 fn position 39 esilmate what representa the
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metienalist denger o our demoaraile lnstltutlens, Per-
naobuge 18, perbaps, the State vhers this dlathesis is
noet aszrious. The Reolife Clity Adndnistratien 1s in She
hends o en admitted communiszt around whem ere hanglng
Mosueow's best. I% 1a from thers (Messew) that the in-
atruetions fer the 'Ligas Camponssaa'd sgltations and
manifestations oome; these - now jzolabed and small =
sould pome dey bevems & wldespresd uprising with eatas-
treophle consat'quenoea."

B. United Frult "Threatens'" Norsheash

Gommunist Journallst Plinle de Abrew Rames In the O Semenarie
of November 1 reported the "simiater™ intentions of United Prult %o
buy the "Peixe" Food provessing plents ané plantabions, ia Pepquelirs,
Pernambuca, The Awerisan Ambessedor, beeauss of finensiel Interesta,
was alase Indicated ag an aceessory to the plot as was Governer (id
Sampalo, a8 She Ameriesne wers plotured moving in to comirol vhe
Horiheaat,

The "Gorrels da Manhd" of Rio de Janelro reperted, more relia-
W1y, that "Pelze" wes negebiabing wiih Caupbell's Soup Company of
the Tnlisd Stetes, but, leber - on Dsosmber 5, said shai the in-
tended mergsr or purehase had nob mﬂte:‘is‘li.ze&.

COMMENT: The "Pegixe" temate planiteilons and sanning
frotory near Pesqueirs are highly regerded lousally as
& regionally important and efilelsnt egre-indusiziel
unit. Compeny apokesmen denled rumours thai Pernambuca
pperationy would va droepped in order to voneenLTELIE 90
more profitable SHo Paulo operatiloens.

¢. Pernpmbuco Tremways - State Adminisiyers Pext of Propeziles

By vourt order ihe Stmte of Pernambuas hag taken over those
progersiss of the publiv wtilisy Pernembueo Tramwaya, supfidlary of
Amerlean end Forelgn Power, thait were Formerly persu af ths olty
atresctenr syshem. (5ss Gensulate Despabteh No. 1 of July 14, 1980,
#or nddltlonal dsteils.) On Cotcher 16, the Stats apened a crddii
of Gr$5 millien (§30,000) zo administer the properiies.

OOMUENT: There still exisie saome doupt about how
mygh of Hhe Tramweys the State plana o "adminipiont
under thes pretext thets the properiy was asquired for
She sirectnar eyshen.

X. _S0GIO-ECONOMIC

A. TUniversisy Studente Volunteer For The Cmuse - Movement
Tor Mass tuvre (MGP

| moLASSIFIED
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At a spenial meesing of the Ualon of Pernenbuca Studsuts (UBE)
Leld at the University #f Revlfs on November 26, 426 collsse
students voluntssred to help the Movemens Por Mass Culture (MOB) of
Reedfete Mayor Mizuel Arrass in the campaign egainst llliteracy.

The studenhs will we utilized by the MIP Teor 1%s "eduli edusaijon
olessea," More stwdents (200-300) are sxpeseted to enlist in the
movemeny: shar 51y,

Sy amending a munjeipal tax law, lisyor Arrees hopes %o chialn
Cr$s0 million (éSO0,000J in 1961 fer the LICP s¢hocls whilsh mow nunber
58 (for 1ts 8,000 sHudsnte). Plans call for 300 more such sehoels
in 1961 for an additional 30,000 studsnis (plug a non-egtimated
nuaber of adults). Maver Arress esiimated, on Ooteher 9, that more
then 100,000 ohildren jin Recifs were e5ill beling deprived 21 en edu~
¢atlon beoauge shs lawk of Ieellisles. In additlen So the proposed
revenue rrem olty seuress, the MOP has requested OrfsC millien from
the State of Pernambugo which will be ussd specifisally for adult
educatlien. Baeldes the normal boeoks and teeohing materisle reguired,
the MGP preposes %o 1nstall a »adie statisn end o newspaper.

COMMENT': The Folha do Feve, recsnily delfunas bub
of'tsn resusceliated Tommunist erghn, would be & likely
velieole For the MEP's Jeurnalistie smblitlons.

B. Pernaabuse Csnsus

Before the lagk of aufficient funds interrupied the ocensus In
Pernambuea, offiaials ¢aleulatsd that the average populatien in-
orease per aounty (exeluding Reoife) From 1950 to 1960 had been B
net 52.97%. The Reeife gain will undowbbedly be larger. (Sourse:
"Jeruel ¢a Qameralat, Outebar 12.)

COMMENT: Censidering the large number of emlgrees w2
fpon Pernambuee during the 1958 drewght, the mevement
40 Reoifs end obther mesrepollian areas, she hlgh infant
mersality rats, cte., this pepulation lnorease of 53%
is an impressively significent figure, The pepulatien
inerease Turther intensifies the sconamie and social
problens of the siaie.

MISCELLANEQOUS
&. SUDENE "Plane Direier! Stymied

The final majer hurdls for SUDENE'= amblbious "Plano Diretanr"
(Meeter Plon) is, end has been far several months, legislative up=-
provel of the 5 year dr§e0 billlen ($400 million) of the preogram.
Preslden’ Xubitsehsk sndorsed 4% earller ihis year. Despits persenrl
entreasics by SUDENE shisf Celso Furiado, the federal. deputlss silll
nave the "Planc Direter® safely tusked away in their desks. IT ‘
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legiplative aetlen 18 not sbtained soen, it oppears that the
rogTeRmg envisaged to welNenve in 1961 undsr the ¥Plene Diresern
cannet be initiated untll 1962 - 1f she new Quedres gdminisiration
59 wishes.

GOMMENT: The rsspensluility for leglslative inag-
tivity on the "Flano Direter” must be borne in A largs
part wy vhree influential Noriheasiern Deputles: Abs-
jarde Tursma of Peraiha, the leader af %he PSD iun ths
leglelature; Osvalde.Lima Filhe of Pernambuee, hbe leader
of the P8 depublsa; and JoBs Agripine af Paralba, the
UDN legizlative leadsr. :

§. BReeonemls Indlegiers

Attached, a8 Enslosure Ne. 1, ars aomperasive (1988 - 1989 -
1960) prices For basle osmmeditise in Reoife during the manth of

HovemnboX.
/ . Guﬁé‘rama

American Gonsul

/‘- ¢
Enclnsura:f,/éﬁmm.a Indicators LW W -

oa: Censul General, American Bupasay, Rlo g Fanalre.
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GOMMODITY

Sugar, G»yetal, 60 kiles.

Suger, Granulated; Plne,80 ks.
Cotten, Jertfle, Typs 5, 15 kiles,
dettan, Qers#le, Type 4, 15 kllos.
Qotten, Meta, Type §, 15 kilas.
Gotten, Mata, Tyre 4, 15 kilae,
Geabor hesnz, 106 kKiloez.

Qaf'fee hemne, 15 kiles. .

Menice Fleur, 5C klles.

Black heans, 60 kiloca.

Gorn, 69 kiles,

1960
1959
1958

1960
1959
1958

1960
1959
1958

1950
lo69
1968

1960
19569
1653

1962
1939
1988

1960
1959
1068

1960
1959
l9ge

1960
1959
1968

1969
1969
1968

1960

38

:
T
H
:
i
"
1
.
*
.
"
]
]
1
]
.
1
H
.
H
.
:
3
5
.
.
H
.
:
H
H
"
i
»
5
.
.
]
.
H
.
H
.
H
.
i
.
:
13
.
:
s
1
.
N
N
{
s
:
"
3
g
H
s
H
)
H
H
E

WEEK ¢
3
o701

7003
570:

1,810%
7303
590

1,580

1,810

1,310;

1

1,570¢
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LIST OF ECONOMIC INDIGATORS FOR PERNAMBUCO FOR NOVEMEER, 1960,WITH
COMPARATTIVE FIGURES FROM NOVEMBER, 1959 AND 1958.
(All items ere ¢ruzeire privea on the Officisl Conmodity Ezehenge
durinz the week indlented.
iF H

WEEK ¢

Q70
700
5701

1,010:
7803
5903

1,560t
1,520:
1,360:

1,570
1,240
1,5701

P 1,040;

1,140;
1,140;

¢ 1,450

1,180:
1,150:

2404
1503

3 112.5%

1,5604
8,000t
202:

288

BE2,.51

s
-
H

2803
2850:
4003
550
B350t
a75;
1,5501
2,000:
8258
]
350

4
3758

SEGONDS THIRD

5703

1,010:
730
5901

1,540:
1,2820:
1,440;

1,550¢
1,240:
134501

1,480:
1,140:
1,190

1,480:
1,160;
1.800;

2403
1503
117,51

2501
2502
400t

H
400%
3503
475;

1,6850¢
2,000%
825;

Gﬁg.ﬁ
Q0 ¢ 391
442345

LSmnree: Indicader Cewsprelsal, Reelfs, Pernambueca, Brazil,
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970
700
570

1,019
730
020

1,540
1,820
1,540

1,559
1,240
1,550

1,480
1,140
1,845

1,450
1,160
1,265

240
152.5
108.2

280
=50
400

409
560
475

1,560
2,000
325
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THE DEPARTMENT OF STATE, WaASHINGTON.
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Pighermen Want Teridtorisl Water Limite I

to 3 Miles
More Aleohol Exportsd
Willys Lanchas Pick-Up Jesp
Israsl Miniwter of Comuerge Vieits 8fo Paule
Freneh Ambassador Visits S¥o Paulo mnd Campines
State Rallway Rates Inoreased 30 Peroent
Gromd Crew Personnel Btriks

Fisheraen Mant Tervitorisl Water Linits Beduoed to 3 Hiles

The Fisharmen's Assoolation of Santos telsgraphed Governor Carvalho
Pinto and asked him to uss his influwence in having the territorial wmter
1limite for fishing reduced from 12 to 3 miles in the sxisting treaty
betwesn Brasil, Uruguay, and Argentina. Fishermen cleim that under the
12-mile limit they have to soncentrate on deep wea fishing for tuma smd
hake mnd cpnnot resort to the less expenslve method of trawler fishing
that otherwise would be employsd off the coast of Urnguay and Argentins,

More Aleihiil Raported

A second ahipment of 12,5 million liters of alecohol is being mads te
the United States from the pert of Smtos, The first was made in August
(see Dasp. 76 of Auguat 26). Acocsrdlng to the press a shipmsnt of 12
milldien 1iters of alechol was alse made to Bweden by the Sugar snd Alesha)
Institute. . 2 ;

The Institute is alse shipping sugar to Norwy for the first time,
A shipment of 8,625 bags of sugar is being loaded st Santos for that
I_unmuan. R L =
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Oa Decamber 9 Willys Overland do Braeil officially launched the sala of its
four=whesl=drive pisk-up Jeep. This plok-np truck, produced in Brasil with 98
parcent domsstio parts, has & capacity of 960 kilos (2,110 pounds) and a standard
slomcylinder, 90 HP jeep engine, The pilokeup is supplied with a metal or woodem
body and will sell at a list prics of CRE 745,000 (about USH 3,700).

4 Israsl Minipter of Coggierce Vigits 3¥o Paulo

¥r, Pinchas Sapir, Minister of Commerce of Israel, visited So Paulo
Dooexber 11 and 12, His main purpose, ha maid, was to increase the trade of
Israel with the eleven countries he hss visiteds He @ld not, however, mention smy
oosmodities in which trade with Brazil could be expanded. During the first six
monthe of 1960 Braril imported us$ 193,000 worth of goods from Israel mnd shipped
goods valued at US§ 62,000 to that country.

The new Franch Ambassador to Brasil, Mr, Jaoques Bayems, visited Sfo Paulo
on December 8 and 9 and on the tenth went to Campings, where France has a Vics
Consulate. Turing his visit the Ambassador said Franoe continues to taks
appraciabls quantities of Brasilian eoffes, Golonial coffses, he addsd, do not
compate with imparts from Brasil, He also seid France could impart manganess
ir Brazil expanded production. Hs further indicated that Fremeh firms wars

intsrested not only in investing in Breeil, but also in supplying tecinical
assistance., .

6.  Sfate Rallwy Batwo Jncreaged 10 Peroent

The Governor of Bfo Paulo signed a decres authorising a 30 percent incresse
in rates on the S§o Paulo e Mines Railway, Bregentina Rallway, Mogiara Railway,
and Cawpos do Jorddo Railway. The increass was authorizad to pormit the railroads
to meet higher payrolls occasionsd by salary incressses of 30 peroont to be granted
the railwsy worksrs,

7. Srouud Crew Pergonnel Birlles

A natiomwide strike of ground crew peracnnel employed by domestic air linss
has slowed down domestis flights at S¥o Pauls's large Congonhas airport, The
strike, which has affected soms 5,000 ground orew persoymel in 8%o Paulo, is
astiseted to be about B0 percent effective. The ground erew personnsl are
demanding sn soross the board wage incrsase of 50 percent and a Christmas bonus
of Or§ 10,000 (approximately $50,00 at surrent fres market rate of ezcbange).
The walkout, uhichi-nwhitlturdw.hubmpneommuduhu
between polias and striking ground erew personmel have besn Teportad,

Compentt The airlines, alleging imability to pay; turned down a conelliatory
effer of a 37 percent wage inorsase with a minimm of Or$ £y000 and a maxisom
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of Or§ 12,000 suggested Ly the president of the S§o Paulo Regional Labor Court,
dp a re:uit the Labor Cowrt has scheduled a mesting for December 21, At that

meoting it will hand down a decision which will be binding on the airlinss if
the strils ie not yet settled.

Williem P, Cochran, Jr.
Minister Conmul General
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FROM : AMCONSUL, Belém, Para, Brazil
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No significant changes c¢ccuyred'in the economic situstion of the Amazon
during November 1960. Merchants are facing possible hardshipe because of the con-
tinuved inflation, but at the same time sales volume was rather satisfactory, Im-
ported frults for Christmas are expected to retail at prices lower than those of
last year. There was no ground coffee at all in Eelem during November, except at
prohibitive prices on the black market, Messureg taken by the Para State adminie-
tration have alleviated the mest shortage in Belem, The supply of cooking gas to
this elty 1s now assured with the inauguration of & bottled gas terminal cperatsd
by Oompanhla de Gas do Para S. A..

The financlal situation is the same as reported in October. o
ducing financing gperations thus slowing dewn industrial end commercial aetivitiea..‘
The Para State treasury have collected substantial revemues duripig November and -
contimed action has been urged by the administration ever to improve tax collec-
tion, Exports and iImports, as well as interstate shipments have been normal,
bringing a eizable income to the State and Municipal revemue offices.

The Companhis Siderurgica da Amazonia S, A, under erganization in Manﬁus,
State of Amazonss, is contemplating building a steel plant in Manius, (A sepa-
rate detailed report on this subject will be sulmitted), The Companhis Agricola
Industria de Madeiras da Amazonia’ S. A,, of Belem, Para, has announced its in-
tention to market wooden pre-fabricated houses in Jaruary 1961.

The Mayor of Tnné—At;u State of Pard, is seriously interssted in linking his

municipality to the BR-1k fBelam-Brasﬂiai highway through a L0 mile road, A pri-

vate airfield has been built at the mniecipality of Altamira and will be yeed as

an putlet for rubber and balate gum from r Ipird river, Viagiio Aerea Sio

Paule (VASP) is now providing additionadn Emgnan Belem-Brapilia-Rio de Ja=pm:-

neire, using "Viecount" ) motor turbo- prop i + River freights rates on the

Amazen heve been increased 40F on account of stevedere salary ralses. ﬁ
Belén, capital of the State of BRRIEC&R Lopyoge itents as of November

15, 1960, The increase in population was more than 308 in littls over a year,

ILI 2. \ligoal, Trade',-mr.ﬁ/ é%é/\\_l
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DCMESTIC TRADE AND COMMERCIAT ACTIVITIES

In spite of & conbinued and almost periodic incresses in prices of food-
stuffs and ubilities in this ares, & situation caused by the Brazilian cruzeiro
weakness, sales volumes as reported for November 1960, while not entirely satie-
factory, were not discouraging . Merchants are making all possible efforte to
attract customers through advertising, promotions and easy payment plans.
Christmas gifts and croaments have been in steady demsnd for scmetime, Ons
factor that boosted eales volumes in late November were the many purchases by
University and school graduating classes, in preparstion for the graduation
ceremeides and festivities held in early December.

It has been anncunced that shipments of fruits for the Christmas season,
like Portuguese chestThuts, dried figs, walnubs and reieins, ere due scon and
will be retalled cheaper than last year,

During November, thers was a complete shertage of ground coffee in Helén
.on the "legel' markst, This commodity wea brought in from Goias, Rio de Janei-
ro and SBo Paulo and sold on the black market at 140/160 cruzeiros a kilogram,
There are no signe that this situation will improve in the coming months.

The Pa!;a’ State govermment hae taken measures to insure the supply of fresh
meat to Belem. As a result of an agreement with cattle dealers and ranchere on
Maraje Ieland and in the Lower Ameson area, fresh meat supply has improved and
a slght decreass in price became a fact, This matter is still under consider-
ation, all efforts being mads in order to maintain & steady meat supply to this
city.

The supply of "Butano" cooking gas was for a long time a sericue problem
in this clty, with frequent shortages of this gas causing great inconvenience
to large mmbers of gas-using femilies. However, in November, the Companhia da
Gas do Para started operating its gas terminal in Belem, thus bringing more ef-
ficlency to the delivery of this product and the assurance that the consumers
will not encounter difficulties in the future,

FINANCE

No mejor change has #%urred in the financial picture of the Amazon Valley
a8 compared with the preceeding month. As in previous years, finaneing scurces
have cantracted their outlays for the last quarter of the year, thus creating
difficulties for local industry and commerce,

The Para State govermment through its Finance Department comtimues to make
all efforts to maintein & regular flow of revermue into the State treasury,
Doring Novenber it ameunted to 115 million eruszeiros, £ive million over the
October revenue, The Btate administration is contemplating an inoreass of 2%
over the present 5% sales end consignment tex. This will ensble the fubure
administration to cover the anticipated deficit of 200 million cruzeiros for

the 1961 State budget.
The smchange free/
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The exchange free market during this period went as follows: November lst
Cr§187 for purchase, Cr#i92 for sale; November 30th Cr$l89,50 for purchase,
0rf19l,50 for asle, to one US dollar, The exchange fluctustion went as follews:
Cr{185,50 for purchase end Cr§l90.30 for sale, the lowest; Cr{l8g,50 for pur-
chase and Or§194.50 for sele, the highest, to one US doller, Local banks Te-
ported a steady demand for US dollars during November. Domestic and foreign
bank collections were reported normal.

INDUSTRY DEVELOPMENTS

The Companhia Agricola Industria de Madeiras da Amazonia of this capital,
1s amnouncing that by early 1961 it will be able to market wooden pre-fabricated
housgs, This news wes received with great satisfaction among the poor people
as they consider it & means of cbtaining their owm houses at a reasonsble price
and in a very short delivery time,

IMPORTS AND EXPORTS

During November 1960 several shipments were received from Europe, Argen-
tina, and United States, consisting of dried fruits, cod fish, farm and road
bullding machinery and equipment, chemicals, newsprint, powdered milk, and
raw wheet. Substantial exporte of regional products like black-pepper, Brazil
nuts, lumber, timbo rocts, gums, rosewood oil, wild animal skins and hides, and
vegetable fats, were made through the port of Belém.

THANSFORTATION AND COMMUNICATION

'[‘mne-.&qu (the largest black-pepper produclng center in Brasil) is the most
recent municipelity created in the Stabe of Pard, Headed by & dynamic adminis-
tration, it i1s growing fast and becoming really integrated in the zZon over=
811 development plan, Recently, the mayor of Tame-Agqu stated that'ls contem-
plating the construction of a highway connecting Tome=Agu with the Baldm-
Brezilie highwey, running for ebout L0 miles. This improvement would establish
& direct werland route between Tme-Aq.u and Brazilien Eastern and Southern
marketa.

4 second airfield has been inaugurated in the Municlpslity of Altamira,
in the State of Pard. This is a private cne, constructed by the businessman
Anfrisio Nunes, at a place ¢alled "Seringal Praia® located on the upper Irirl
river, the rumiay being 2,l00 feet long by 120 feet wide, Cesema-type sir-
crafty malke the trip Balum-Ser:Lngal Praia in two and a half hpure, whereas
by river it takes 15 days.

Tagio Acrea 530 Paulo J(VASP} inaugurated on Hovember L flight sexrvice
Rio de Janeiro-Brasilia-Belém, with "Viscount! eireraft making three round
trips a week. The operation o:l‘ '"Tiscount® ajrcraft is in addition to the
flights thet VASP insugurated in May 1960 with Douglee DC-3 alrcraft aver

the same route but with more stopa,
— Freight rates in the/

[ wiciasstemn |
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Treight rates in the Amazon navigstion have gons wp LOF sbarting
November 1960, Such an increase was allowed in order that ship awmers
might be able to pay an equal increase to stevedores, in mocordance with
the authorization received fram the Brarilian Merchant Marine Comniesicn.

CENSUS

The local office of the Instituto Brasileiro de Geografia e Estatls~
tica hag published the following preliminary statistics on Belem's popula~
tion as of November 15, 1960: Urban area 117,86L; Suburban areas 261,608;
Rurgl areas 21,530, toballing 401,002 inhabitants. Since in August 1959
Belém had 305,113 inhabitants, the estinnted increase was move than 3038
in a little over ons year.

, @ f

. Aosé DeSeabr.
rican Consul

0.0, to: Ameriosn Embasey, Rio de Janeiro, (uanabara, Brazil.
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On December 9, 1960 the Correio da Manhii, Rio de Janeiro daily
newspaper, published a condensetion of an article appearing in the g

monthly magazine Desenvolvimento e Conjuntura relating to an snalysis
of the "five-yeara" program of the Brazilien Federal Governmant.
A translation of the article 1s aubmitted below:

"In 1ty last issue, the magazine Desenvolvimento e ConJuntura

published an enalysis of the five-year government goals program
for the period of 1956/1550. With due suthorlzation from

Desenvolvimento s Conjuntura we are publighing a resumé of the
tolial work accomplished and wish to cell the resder's attention
to the fact that although data for 1960 is estimgted, it should

not be congidersd as too inconsistent with the finsl results of
the offieclal figures,

OmZ~

Before beginning with the analysis of the "Goals", the report

of Desenvolvimento e Conjuntura stresses that grented the importanc
of the "Goals™ progrem on the national economie development

in foreing the different investment progrems to he consideraq in

their totallty - there have been major mistakes, Among thd@e
mlstakes we may mention the followings: w;

8991-z1 /00 228

a) the sbsence of a Cinemcial pregram which is regponaihle 7
for the fallure in accomplishing seme of the goals (such s =
electric power for ingtance) besides meking 1t Impossible to @
coordinate the mimcellansous projscta. ==

b) the conflict in some of the palicies, as in tho cade of
equipping the railrosds with Diesel engings which caused a
decrease in the demand f m end resulted in a reduction
rather than an increase "Eﬁu’ qggggbwl gosl®,

v

©) the fact that some priority criteris were not strictly
Tollowed, as in the '? . highor o
such sg those converg ng rﬁﬁi@i
vitel highway as the Ric-Bahia cne %
[_ paving of same was shapted only recenyly.Mithsysyed
MEL gy e | :
DDHamerman,/BAG/ grs [ unBrassrrreED,

REPGRTER
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THE EXECUTION OF THE "GOALS"

In 1955

Planned
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From___Hio,Brazil
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Executad in 1960

1) Elsetric power
Mineral Cosl

Potroleum-
production

Petroleuns
refining

Re=squipment of
railroads

Railroads =
construetion

Highway -
peving

Highway -
constructlion

-

3.1 million KW 5 million KW

2.3 million

tony

6.8 thousend

thls/dey

130 thousand

bbls/day

3 million tons

100 thousand
bbla/day

330 thousand
bhls/day

Purchase of:

400 Diesel locomotives

9 Electrlec locomo=
tives

1,100 Passenger coaches
10,900 Cergo Wegons
790,00C tons of ralls

3,100 lan

3,000 Im;later
raiged to
5,500 lm

13,000 dm

l UNCLASSIFIED

Approximately as
planned -

Approximately 2
million tens

100 thousand bble
but average pro-
duetion in 1960
was 85/90 thoueand

200 thousand bbla.
In 1961 the
productlon will be
reachad with the
Ric relineries In
operatlon

o9k

T
6
T
8

1,300 lm built end
2,000 under cong-
truetion. 905 of
the plsmned R/R
will be attained

3,800 ¥ terminated
and 2,000 under
construction; &
large portion of
thesge will be %ter=
minated in 1960

1}, 000 lm
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In 1955

Merchant
marine =
purchase

Wheat

81los and
warehousas
Ref'rigerated
warehouses
Industriel

8leughter-
houses

Mechenization
of agriculture

Fortilizers

19) Iron end stesel

Induatry

20) Aluminum

Planned

Page 3 of

Encl, No.__=

- Dep. No___EQl

From . Bio Brawil _

1,000, 000 dwt

1,000, 000 tong
5,000, 000 tons

37,000 tons

Slaughtering
capacliy 15
thousand heads

45,000 agpri-
ocultural
tractors

Comavmption:
23,000 tong
nitrogen, 1000
tons phespho=
ric anhydrate,
49 thousang
tons petasgium
oxlde snd 71,00
tons nitrogen
and phogphotic
anhydrate feor-
tilizers

1,160,000 tons
steel iIngots

2,000 tona

1,630,000 &t

2,500,000 tons
5,800,000 tons

82,000 tong

Slaughtering
capacity 18,8
thousand heads
and freezing
chambers with

Executed in 1960

250,000 dwt incor-
porated up to 1959,
250, 000 ordered
abroad end part
from netional ship-
yerds, 80% attalnad

400, 000 tons

500, 000 tons amp to
1959, Other work
under eonatruction

10,000 tons

Slaugh'hering cgpacli-
ty was attained but
freezing chembers
reached cnly 1,000
tons

13 thousand tms

72,000 agri-
culbural
tractors

40,000 tons
niltrogen,
120,000 tons
phosphoric anhy
drate, 0, 000
Potassiun oxide
and 120, 0ODO
tons fertilizars

2,300, 000 tons

25,000 Hong

[ mworsarrmn |

Imported 25,000
agricultursl trac-
tors,

Surpgesed 48,000
tons nitrogen,
125,000 tens phog-

- E‘nar:lu anhydrate,
2, 000 tons potas-
sium oxide and
270,000 tona forti-
lizers

1959: 1,900, 000 tons,
and in 1960 planned
quantity will be
surpagsed

20,000 tons

|
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Planned
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Exscuted in 1960

\
21) Non=ferrous
metals

Cement
Alkells

Cellulose
and paper

Rubber

Iron Ere
axperts

Automotive
Indugtyry

Naval
cons truction

Mechanlecal
and electric
materiela
industry

2} Huclear
energy

L

Lead: i, 00O tons
Tin: 1,200 tons
Copper: 2,00 tma
Nickel: 100 tons
Zinc: 100 tons
3,600,000 tons
35,000 tons
Calluloss

100, 000 tons
newsprint

40, 000 tons

22,000 tons

2,500,000 tons

2,400 units

Not plenned -
In hands of

private enter-

prise

5,000,000 tons
210,000 tons

260,000 tona
100, 000 tons

65,000 tons

8,000,000 tons

100 theusand
units leter
reiged to 170
thousand units

Production
capacity 160
thousend dwt

Fumerous items

HON-QUANTITATIVE GGCALS

Atomic power
house with
10,000 kw and
expansion of
atomlic ores
metalurgy

UNCIASSIFIED |

Lead: 5,000 tons
Tin: 2,000 tons
Copper: 6,000 tons
Nickel: 650 tong
Zinet 5,000 tonas

5,000, 000 tons
5%

Attailned 90,000
tons

Will be ettained
only in 1961 with
ocperation of syn-
thetlc rubbexr
plants

5,000,000 tons

120 thousand units

Ingtalled capacity
was surpassed

Goal attained

Power house under
congtruction end
objectives attained,
even those not fore=
seen(cbtainment of
ruclear pure uranium)

S L s A
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EOAI- In 1955 Plenned Brecuted in 1960 |
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1. Foreign Exchange Value of the“ Cruzeiro Weakens Sharply

During the week endir@gl.-nD{gcember 10, the eruzeiro/dollar rate of
exchange in the free market moVed from @pproximately Cr$l90 per dollar

to approximately Cr$213 per dollar, after ’hnvins held steadlly in the
range of Cr§185-Cr$l95 per dollar during most of 1960. Brazilian
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newgpapers have devoted consilderable attention to the recent depre-
glation of the eruzeiro, though there hap been little agreement as to
the cause of that depresclation, other than the general observation
that weakening of the gruzeliro was inevitable in view of the consi-
derable lnorease of paper money in eirculation with the resulting
price rises. Some newspapers have focused also on the fagt.that the
Brazillan Government decided during the week in question to increase
the maturity date of FVOs applieable to petroleum imports to 180 days,
ap compared with the 120 days previously prevalling. There has also
been some bellef among foreign exchange dealers that the deprecilation
of the ecruzelro was induged by a modifiecstion of the terms in aceor-
dance with whlch the Bank of Brazil has been willing to mell dollara
at its still-quoted selling rate of Cr$lB6 per dollar. (UNCLASSIFIED)

Comment: The Embassy understands that the SUMOC Counail has
baen B8 mystified as everyona alse by the sudden depreelation of the
eruzeliro. According to the Exehange Director of the Bank of Brazil,
there has been no modiflcation in the Bank's poliey of selling
dollars at Crfil86 to all ellents of the Bank who have any regquire-
ments abroed, that la, all ellents who cean demonstrate that they will
in fact transmit the dollara abroad rather than sell those dollars in
the free market at "better” rates of exchange than the Cr§186 rate
prevelling at the Bank. The concern over the lnoreased maturity dates
of PVCs applicable to petroleum importe should not logleally affect
the free exchange rate at this time in view of the fact that the Bank
of Brazll will continue to honor all ocutstanding FVCs as they fall
due. and the effect of the new maturity date will aceordingly be felt
only in May and June, 1961. The Embassy belleves that the sharp
depreciation of the rate was induced essentially by psyshological
factors, in part related to & general misunderstanding as to the
significance of the inereased maturities of FVCa for petroleum im-
porta, Also, it may be that there ia an inereased awarenass of the
vary tight foreign exqhange position of the Bank of Erazil. More
subatantively, there has been a sharp decrease ainea the beginning of
November in the rate of sarninge derived from exports to the econver-
tible currency area, thereby reducing the amount of dollars avallable
in the free warket. Refersnge Embassy Despateh 481 dated Dsscember 12,

{CONFIDENTIAL)

2. Increased Delays on Import Payments

The SUMOC Council has extended, from 120 days to 180 days, the
maturity dates covering PVCe appliecable to importation of petroleum
and petroleum derivatives. This fact has received wide publiolty as
rafleocting the Govarnment's poor foreign exchange position.

’ (UNCLASSIFIED)
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Comment: The two-month inerease of maturity dates has little
direet bearing upon the Government's pressent foreign exohange poei-
Tion, inasmuch as PVCs heretofare being issusd would in any case
have called for payments only at the end of four months, now extended
to 81x months. More signifisant, however, 1s the fact--not yet known
to.the public--that the Bank of Brazil is in practiece falling to
honor the maturity dates on existing PVCs. The Embassy has been in-
formed that the Bank of Braz 2 approximately two months in errears
on petroleum FV0s which matured in Cgtober. The Embassy also under=
stands that the Bank of Erazll has besn very slew in eomplying with
its esommitments to provide the foreign exehange to ecover some FVCae
ispuad for importation of commodities other than petroleum.

(CONFIDENTIAL)

3. Taneredo Nevee Becomes Diresctor of National Esonomis Development
Bank

Tansredo Neves assumed office as a Director of the BNDE on
December 6, immediately following his appointment to that post by a
Presidential Decree. Asgordingly, the principal officers of the ENDE
now eoneist of Ldcio Meira, President, and four Dirsetors: <Cleantho
de Palve Leite, Ewaldo Correla Lima, JoBo Batlsts Pinheiro, and
Tanoredo de Almelds Neves. Dr..Fedro Faulo Penldo, designated by the
Prasident as Director-Superintendent of the BNDE, has not yet taken
office. ' Appointments as Director of the BENDE are for four-year terms,

(UNCLASSIFIED)

Comment: Tanoredo Neves recently lost the governstoriasl raece in
Minss Oerlas, where he was the PSD Candldate, He was Minister of
Juatise in the Getullio Vargas Government. Among his recent posts, he
has been a Federal Deputy, Direotor of the Rediscount Department of
the Bank of Brazll, and Secretary of Finance of the State of Minas
Gerias, He has also held interim appolntments as President of the
Bank of Brazil and Presldent of the ENDE,

It 1s likely that there will scon be a wholesale reconstitution
of the membership of the BNDE officera, Iiclo Meirs has told an
Embassy officer that he will be returning to the Navy (he is an
Admiral) on January 1. Considerabls opposition has been raised
against the assumption by Dr. Penido of the position of Directors
Superintendent in view of the faat that he is a dentist who has had
no pravious experience with egonomia problems. Cleantho de Paiva
Leite is not only a Direetor of the BNDE, but also the Brazilian

CONFIDENTTAL
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Executive Dlrector of the Inter-Amerlcan Development Bank; he hae
+told the Embassy that he will declde by February whether to resign
a6 Director of the BNDE or ag Exeoutive Diractor of the Inter-Ameri-
can Development Banlc, inasmuch as the latter post would require full
time presence in Washington. It is alpo undarstood that Correila
Tima has submitted his vesignation in order to serve as en advisor to
the Inter-American Development Bank. Joao Pinheiro submitted his
resignation from the BNDE 1in 1959, shortly after Roberto Campos left
the BNDE; Pilnheiro's reslgnation hes never been accepted, however.
{CONFIDENTIAL)

4, Federal Budget for Fiscal Year 1961

The Federal Budget Law for fiscal year 1061 was enacted on Decem=-
per 10, It provides for expenditures amounting to Cr§302.3 billlon,
some Cr$80 plllion more than the budget proposed by the Executive
when it was submitted to the Oongresas in May, roughly 50% more than
the Federal Budget as approved for the eurrent fiscal yeer, and hog
mora than the expected aotual Federal budgetary expenditures this
year. The antlcipated revenues provided for in the Budget Law are
not yet kn@wn, this seotlon atill being in dispute owing to the veto
by Fresident Kubitsschek of certain parts of the recelpts annex. One
of the sections reportedly vetoed was & provislon which would have
included as receipts some Cr$30 billion 1n so-called Magio profite”

Uaplo profite” are derdved foom the difference between the cruzelros
importers pay for foreign exchange and oruzelro amounts paid to ex-
porters on the basis of forelgn exchange earnings). Including such
aglo receipts as revenuaesd would simply serve the purpcse of making
the budgetary deficit appear smaller then it aoctually is since thare
already exlst certaln fixed expenditures agalnat aglc recelpts
which do not fall under the budget. H

At all events, with the aglo recelpts excluded from anticipeted
d that the deflelt antieipated in the budget
law will amount to some Cr$#55 billion, & deficlt comparable in size
to the cash deficit anticipated during this eurrent flscal year.
(UNOLASSIFIED)}

Comment: While the budget law antleipates a defieit of Crfiss
billlon, The actual deflelt, because of continuing rising costs of
government operations, further pay raise bills still pending, e%c.,
would probably be even larger if executed as passed. The situation
is oconfused, owlng to the fact that with the exception of
Janwary, the first month of the fiscal year, the budget will be
exeauted by a new gdministration which has yet to reveel 1ts fiscal
program. (OFFICIAL USE ONLY)
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5. Supplementary Sales of Dollarse

Weekly averaga of extra sales purchased by Brazilian importers
under Instruetion 193 which was $1,500,000 until the end of Septem-
ber, zoomed to almost $3,000,000 after Presidential elections in
Ootober and Jumped further to $%,800,000 in November. With the trend
conbinuing upward (in the first half of December . $12,350,000 were
80ld in Rlo and 8&%o0 Paulo), the overwhelmingly largest part of these
extra sgles (sinece they only come due 150 days after thelr purchase),
willl matura after February and the obligation to deliver the foreign
eXchange Will have to be met by the new administration. Thus far,
the foreign exchange which the new Administration willl be committed
to deliver as a result of these extra sales, amounts to $57,733,000,.
("Extra sales" refer to dollar offerings made at weekly exchange
guctions under SUMOC Inetruetion 183 in amounts three times In ex=
cess of regular offerings whleh are based on average antlolpated
foreign exschange earnings). (UNCLASSIPIED)

E Comment: An explanation reported in the press for the sub-
stantial rise in dollar purchases is the fear of Brazllian importers
that Instruction 193 may be revoked or that additional restrietions
nay be plased on the foreign exchange poliey. Rumora to the con-
trary notwithstanding, Bank of Brazll offieials inform the Embassy
that no change in regulations ourrently governing the sale of
forelgn exchange is likely to be made during the remaining Weeks of +:
the current Administretion whioch will end January 31, 1961.

SR : (OFFICIAL USE ONLY)

6, Partial Intervention in Rio Telephone Company

Carlop Lacerda's first days as Governor of the State of Guana-
bara have been complicated by the problem, inherlted from hizs pre-
decessor, of state intervention in the Companhia Teleffnica
Brasileira (OTB), part of the Canadian-owned Light Group, (see Ble
weekly Eoonomle Review, Embdesp 385, November T, 1960). The current
phase of the controversy began in sarnest on the evening of December
10 when Lecerds, acting in accordance with a law passed on Oetober 21
by the Council of Aldermen and promlgated on December 6 by the
Counell President, signed a decree establishing partial intervention
in the CTB. In contrast to the law, which called for total inter=
vention in the CTB's operations, inocluding control over inaome from

* interetate and international operations originating in the 8tate of
Guanabars, and for the direct State operatlon, by means of a mixed
(government-private) company, of telephone service, the decree limited
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this type of legal magneuver=-the

an injunetion Buspending for 30 days the eflects of
the deorse., Lacerda's response ftook two forma, ‘Piret, he held &
bress sonfersnce in which he defended his legal powers to effect the
intervention, said that he did not want a war with the Light but was
not afraid of one if the Light so desired, and pointed out that the
Light iteelf had nuch more to loee than the State.  Next, he ipsued a
Becond decrea on December 13 intervening the Company 1in the same

the existing eonz
tract between the Government and the Company. The new deoree is
deelgned to neutralize the injunetion gransted the CTB.

Lacerda's legislative leader in the Constituent Asmpembly has
bointed to the second decree as destroying the opposltion's charges
that the Lacerda government's efforts to eliminate totally the old
Council of Aldermen were really designed to mullify the Oatober 21
intervention law and to proteet the interests of the Light in general.
That the opposition was not ready to concede this point was indicated
by a statement by Sergio Magalhfies, PTB Deputy from Guanabara and
Lacerda's opponent in the gubernatorial eleetion, who oritiniged
Lacerda’' for not extending his astione to all the other Light interests.

(UNCLASSIFIED)

- Comment: Up to now Lacerda Beems .t0 have been reagonably
aycceEelul In avolding extreme aation againat the CTB and, at the
Same time, countering opposition accusations that he 18 a tool of the
Light. The week's events have led the Jornal do Brasil to express
the hope, somewhat; wistfully, that the Interven lon might lead to a
determinetion of the true responsiblility, as betwaen the CTB on the
one hand and the State and Federal Governments on the other, for the
undeniably unsatisfactory astate of telephone service. Such a result
1s {o be hoped for but not to be expeated. (OPFICIAL USE ONLY)

7. One Billion Crugeiros for Nuelear Power Plant
=== wlTTToB Ior Nuelear Power Plant

President Kubltschelc has

Cr$l, 530,000,000 for the Elaat

reglon projected by the Supar

Commigsion., This Bum hap been transferred from the Federal Eleotri-

fioatlion Fund to the Cia. Eletro Nuolear Nacional (CELNA), which is

at present under organization in the form of a mixed-gconomy company

for the commeraial exploration of an Eleotro-Nuslear Plant,
(UNCLASSIFIED)
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8. Russc-~Brazilian Commisslon Meets

The Russe-Prazilisn Exeeutive Commispion has declded to deslgnate
three work groups to prepare the agenda for the eonference which 1ls
to take place in Geneva next month. One of these groups iz 1n gharge
of importe; another, expcrts; and the third is to be responsible for
the revision of liquidation of exchange. Brazil will offer the
Soviat Union coffee, coace, nides, furs, orahges and other olbtrus
frults and, in return will recelve rew petroleum, petroleum deriva-
tivea, petroleum equipment and other products. (UNCLASSIFIED)

9. Hlectrilc Power Plant to be Imported from Czeschoslovakia

CACEX (Forelgn Trade Department) has authorized the importation
of & thermo-eleetric plant from Czechoslovakla. The 20,000 H.P.
plant 1s destined to improve electric powWer supplles to Pdrto Alegre
and will be installed on the banks of the River Gualba,
(UNCLASSIFIED)

10, Development of Simsal Produstion in Northeast

Prasident Kubitachek has signed Decrees Numbers hg,24% and
29,2485 of November 16, granting duty exemptlon for substantial 1lm-
portation of slsal proeesaing wmachinery by Companhis Sisal do Brasil
{COSTERA) and Sisal do Brasil 8. A. (SIBRASIL). (UNCLASSIFIED)

11, Petroleum Investigation

For nearly one month, the ultrs nationalists have been attacking
Petrobras, presumably for not being natlonallstle enough, First,
accusing the American geologlst Walter Link for being an agent of the
Uepruste” who had deliberately sabotaged FPetrobras' afforts to 'find
oll in Brazil (Link's contrmet with Petrobras expiras December 31 of
this year), the nationalists later demanded exeropriation of the
private enterprige (Brazilian) refineries and nationalization" of
distribution,

A congressional committee has now been sreated to inveatigate
the Brazillan petroleum polisy. "

Apart from the disclosure of the fact that Pstrobras has no cash

on hand, having reinvested its revanueg in exploration, there 1s less
eaonomle than pqlitioal significance to this furor. (UNCLASSIFLED)
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12, Mineral Production

The outstanding problem of esteblishing a new major project for
the exportatlon of iron ore remains on dead center. No progress can
be expected until the new administratliqn in Brazil takes office. At
that time, the question of continuing to pey & bonus from the federal
treesury to the largest gold produger (underground mine) will alse be
determined.

It is reliably rumored that the small exploration activity in

Brazll by the Kennecott Copper Company wlll be abandcned at the end
of the year. (UNCLASSIFIED)

13. Catholie Bishops Support Land Reform

On Dacember 5 the Cardinal of S&o Paulo, joined by the Arche
blshopa and Bishops of Sio Paulp, issued a declaration in which was
announced full support for the proposed Agrarian Reform Law in that
atate, The deelaration also salled upon the Federal Government to
follow the example of Sdo Paulo and institute agrarian reform on &
nationwlde scale, in accordsnce with the individual needs of each
reglon of the gountry. 1In addition to the FPaulista Church offlcials,
the Auxillary Bishop of Rig de Janeiro, Dom Helder Camara, and the
Archblshop of Vitoria, E8p£rito,8anto, also slgned the deslaration.

Parish priests throughout the state of Sfio Paulo were inatructed
in the declaration to sesk out, one by one, the landowners of their
rarishes to try to convince them that land reform is inevitable, the
only alternatives belnhg whether 1t be peaceful and democratic op
revoluticnary and Commumistiec. (UNCLASSIFIED)

Comment: According to O Globa, the deslaration was mainly the
work of Dom Helder Cemara, who atbended a Latin Amerisan conference
of Church offigials in Buenos Aires from November 14 to 20 at which
the Auxiliary Bishop of Havana urged the clergy in all Latin Ameriecan
gountries to push demcaratic land reform as an alternative to '
*Castroism".  Jornal do Brasil praised the deolaration as an "historie
dooument® and state n 11 the Catholic Church 1s filling a
vacuum areated by politicimns who, until now, have largely dealt with
land reform in demagogle terms or with freud and trickery.

(UNOLASSIFIED)

14, Leopoldina Railwey's Monthly Strike

Laopoldine Rallway's worksrs went on sirike on Decamber 9 to

CONFIDENTIAL,
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to bring pressure on the management of the Government-cwned line to
pay wages promptly. The strike lasted a few hours. Thus far this
year Leopoldina workers have left thelr jobs on short strikes some
doren times, always in protest agalnst delays in payment of wages.
This bime the unlon issued a public statement to the effect that it
1s ridiosulous that Leopoldine workers have to go out on strike once
a month in order to eollect thelr wages, The statement also asserted
that the direotors of the rallroad sometimes enaourage the union to
call a strike as the best means of stimulating the Minister of
Finanee to turn over funds for the payroll, (UNCLASSIFIED)

15. Aotivities of Communlst Unions

83ix Rlo de Janeiro labor unions, all under heavy Comminist ine
fluence, are presently gaining publielty by means of a campalgn to
exempt all persons earning less than 48 thousand eruzeiros monthly
{from income taxes, The unions of airline ground personnel and flight
personnel, printing trade workers, carpenters, talloras, and metal,
machine, and eleetrical workers have reportedly all sent petitions
and telegrams to the Pederal Chamber of Deputies oalling for exemp-
tlon from texes on incomes up to 48 thousand eruzeiros, As:typical
members of these unlons earn far less than 38 thousand oruzeiros per
month (with the possible excaptlon of some of the aiwrline flight
perscmnnel), the selection of thé 48 thousand figure appears desighed
to win sympathy and support among persons with middle-oclass incomes.

The same group of Communist-infiusnced unions, Joined by the
taxtile workers, bank workers, and shoemakers-~whish are alBo
dominated by Communista--last weel perceived another "grave threat®
to Petrobras, and announced that they would unite with the National
Union of Skudents and other student organizations to "save" the state
patroleum monopoly. (UNCLABBIFIED)

16, FPhermaoy Couneils Formed

Pederal and reglonal pharmacy councils that will have adminis-
trative and finanelal autonomy and will regulate activitlies of those
engaged in this professlon were created by Law Number 3,820, published
in the Didrio Ofleial of Novembar 21. {UNCLASSIFIED)

17. Oreation of SANT (Service for Assistance to New Investmentu}

The riret act of the new governor of the Btate of Guanzbara
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(formerly the Federal Distriot) prowvides for the licensing of any
new industry or enterprise within 24 hours. The same decree created
SANI (Servico de Assisténola a Novos Investimentos). (UNCLASSIFIED)

1B8. Strike of Alr Carvier Ground Crews

The National Syndicate of Aviation Ground Crews (Sindicato
Nacional de Aeroviérios) called a natlion-wide strike against commer-
¢lal ailr carriers effeative at midnight December 13/14, The syndi=-
ocate is seeking a 50% wage inorease, with & minimum raise of
Cr$5,000, with no upper limit, a Christmas bonus of Cr#10,000 and
trimannual increases of Cr$l,000; the companies! first offer called
for a 30% inorease, with a maximum raise of Cr$l0,000, A subsequent
government proposal of a 37% inerease was rejected by the companles.
On the domestic slde, the strike smeems reasonably effectlve, wlth
Panalr do Brasil the heavliest hlt and VARIG and Lolde Aereo the least
affected. The only international sarrler whose sgervices have been
involved 1s Panair; and i1tm "Friendship Flights® to Portugel (BWER
November 7, 1960, Desp. 385), which began on December 2 continue to
operate. The Alr Ministry 1s reported to be considering intervention
in the gtrike in order to asmurs air service to the publie, but the
Aerovidrios have recelved dealarations from other unions, partisular~
ly in the transportation seator, that they will strlike in sympathy if
intervention is decreed. {UNCLASSIFIED)

Commerit: Further wage inereases, even though Justified by in-
creases 1n the cost of living during the past year, can only aggravate
the already precarious finaneial condition of the earriers and lead
to heightened pressure for prompt action in the Congress on proposals
looking to substantlal inoreases in subpldy payments to.the alrlines.

: (BNCLASSIFIED)

19. Coffee Exports

Coffee exports during the month.¢f December through the 1hth were
637,728 (§) bags. Exports during the same perlod last year wera
slightly lowe¥®. Total December 1959 coffee exporta wape 1,261,685
bags,

()} = Preliminary
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20, Gurrefwx Lasues

Total paper money issued increased f#om Cry§l8l.3 billion at the
end of Ostober to Cr$l89,% billion on November 30, an inerease of

For Janusry=November the cumulatlve inerease was Cry34.8 billion
or 22.5%. For the comparable period of 1959 the eorrezponding figures
were respactively Cr$23.0 blllion and 18,28, (UNCLASSIFIED)

Comment: ILarge as the November lnorease asppears, chances are
good that even a2 greater inorease in currenoy issues will be made in
December. Past experience indilcates in the first place that an 1ri-
ereased demand for eredit oscure in December to finance heavy Christ-
mee Bales, Secondly, government expendltures generally show some inw-
crease at the end of the fiscal year (which in Brazil colnoides with
the calendar year), and are likely to show even more of an Increase
this year because of the faat that the outgolng adminiastratlon
apparently wishas $o aomplete a number of projects before the end of
1ts tewm. Finally, tax colleections at the end of the year deecline
thus forolng the Federal (overnment to seek other mourges of funds
ta finanee its operations, (UNCLASSIFIED)

0

21, Proposal for Executive (roup for Telesommunieations Industry

The Department of Posts and Telegraphs has announced that Direc-
tor Gensral Remos on December 12 delivered to the Minister of Trans-
port a draft deoree proposing the oreatlon of en Executive Group
for the Eleetronic and Talesommunication Equipment Industry (GETTEL).
The new organization would coordinate the installation of a domestic
industry in the fielde indicated with s view to ansuring the total
re-equipment of the Brazillan telecommunicatlons services, In the
justifieation which acaoompanied the draft deeree and which was
written by Major Hervé Fedrosa, the Director of Telegraphs, it was
stated that the soclution to the telecommunleations problems of Brazil
involved three prinasipal points: (a) the creatlon of an overall
agenoy capable to unifying and ccordinating telecommunioations matters
(l,e., a Ministry of Communications); {(b) a sehema of industrial
ooordination capable of fmeilitating the expansion of tha country'se
telscommunication systems and of making the.country self-sufficient,
insofar ae possible, in the production of elesctronics and telecom=
munication equipment; and (e) the estmblishment of a National Tele-
communicatlons System by means of 2 "priority Plan of Communication

CONFIDENTIAL
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Cirguits” and a "Post and Telegraph Fund". Pedrosa made specific
mentlon of a propoeal by a private company for the oreation of a con-
sortium, with Brazlllan and foreign capltal, to produce in Brazil

the equlpment necesesary for the improvement and expansion of the
country's telegommuniecations net, (UNCLASSIFLED)

Comment: It 1g highly doubtful that any signifigant aotion ocan
or will be taken on the DOT proposal for a GEITEL by the outgoing
adminlatration, and the attitude of the Quadros administration
twward sush an crganization 1s uncertain, At present, the Embaasy
hes no information regarding the company which Paedrosa mentioned as
having made a proposal for a manufacturlng consortium, but a survey
of the Bragilian telecommunications system and its neads i1s being
undertaken by a loeal planning organization for RCA, The report for
RCA, the Embassy understands, is in 1ts final atages, With respect to
the prospeets for a separate Communicationa Ministry (see BWER 12,
October 11), President Kubltschek, according to Transport Minlster
Amaral Pelxoto, signed in mid-Novewber for subsequent delivery to
Congress, a message recommending the setting up of the miniestry.

(OFFICIAL USE ONLY)

22, Fatal Crash of Real C=Uf in Western BErazil

On December 7 a mixed eargo=-passenger CeU6, ragilstry PP-AKF, of
Nacional Transportes Aereos (part of the Real group), c&nroute from
Culabd, Mato Grosso, to Manaus crashed near the emergency air strip
at Cachimbe in southern Pard, very near the bordsr with Mato Grogso,
while attempting a forced landing following the loas of an engine,
When the wreck was finglly loeated and examined on Desewber 14, it
was found that all 10 passengers, including the Amerlean wife and
daughter of an Americen missionary, and 5 crew members had dled in
the erash. (UNCLASSIFIED)

For the Chargé d' Affaires a.l.:

Laan 7054

~ . ward J.” Bas
@0&"—“—-&1% Commerclal Atteché
Willlam A. Fowler

Counselor of Embassy
for Economie Affairs
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Uoffee Seles and Productiom C ‘L‘B
Cooos Legislation Froposed

Restriction upon Forelgn Participation
Commarcial Airlines

Proposed HEAL Air Koute to New Xerk
Launching of First Veampel Ordered Under

Program
Heaults of Meeting of Rio Shipping Conferp
Changes in Directorate of Federsl Rallway'-S
Oonatruction Work at Fonte Coberta Fower Plnt
Re~-Initiated
Jupan Supplies Furnas Equipwent
PETROERAS Inoreases its Capital
Steel Plmnt Faoilities Improvement
Rio Trade Felr 3-"‘*
Horse Meat Exports &,,
* % o
&
&
During the Internationsl Coffes {gnumnt Tear (Uatnhuﬁ. 1959
=Jeptember 350, 1960) Brazil exported 6,735 bags to traditional
sarkets, or 624,666-bags shord of the quota af 17,431,000 bage.
Exports to new markets totﬂﬂ.ﬁ\ﬁl&%g bags .«
CGoffee exporis during the whnth of Novexber 1960 wers 1,715,361
tags compsrad te 1,757,117 bags exported durins Novexber 1959- Tetal

exports fer ths 1960/6 through November 30}

vere 7,513,562 bags. mr’;ym 1959/60 Mu-]utinc Your, -
during the sams period wers 0.707 278 ‘mgl
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The main coffes producing areas were visited during the period
November 3-8 by the Agrioultural Atteché end his sssistant. Infor—
mation gained from this trave} indicates that the entire 1960/61
crop has been harvested end more than 90% hea been mold. It looks
now as if the total«1960/61 cutturn will not exoeed 25 million bage.
The quality of the present orcp is below that of 1959/60, The
firgt estimates for the 1961/62 coffee crop ran ms high as %0 mil-
lion bags, Apparently the long dry apell during September 1960
reducad the prospects greatly. The 1961/62 orop will probably be
somswhere between 34 to 37 million bags. It ie the opinion of the
Agriculturel Attaché that the eorop will exoeed 35 million begs.

2. Cogog Leciplation Proposed:

CACEX's Director, Sr. Igndoio Tosta Filho, prepaved a project
of law to create the "Comissso de ComercislizmgBo do Cacau e
Produtos Derivades" (0.C.C.P.D.)

be .
This Commisaton would/under the juriediction of the newly
created Minigiry of Trade and Industry, with the following respen=
8lbllitiea:

1} Fatablish the baeis for occos commercialization;
2) “st the ocooa sxport prices;
3) Purchase cocoa surplusesj
4} Teke part in international ssresmsnts;
5) Eeep atatistical records offscoea produstien,
aonsunption, exporgs and otdeks;
) Make the necessary surveys for orop estizaten;)
7) Publish informatiom tulletins on the cocoa mituation.

3) Restrictioc Pore Partioiputi
s oumerc Tiines;

In ite sesslon of November 23 the (hamber of Deputies mpproved
& bill amending the Breszilian Air Code te raduce $o 204 the maximum
participation of foreign capitel in Brazilism commercisl air carriers.
The bill, which is m subatitute for a eimiler proposal made in 1959
by Daputy Seérgio Magslhfes, zlae requires that the management of the
carriers be exolusively-Erasilian. On the following day Deputy
Eloy Datra, who has made a series of vielent attmeks in the Chamber
on the relationship betwsen Panaiy do Erasil and Pan Americam Werld
Adrwaym, which at present owas 30% of the stock of Panaly (BWER,
duguat 10, 1960) congratulsted the Chamher on its deoision, whioh,
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he seid, confirmed the correctness of his ocampaign. He mdded that
although the ideal solution would have heen the acceptance of a
proposal to prohibit completely foreign holdings in Brasilien car-
riere, the 80% netionalisation ocalled for by the bill would to a
certain extent release Erazilian aviation from the "nefaricus action
of the trusta". The bill now goes to the Senate for considersation
in Jannary. (UNCLASSIFIED)

Commeny: If the bill ip mpproved by the Senate--and the Embasay
at the present time estimates that the Senate will go along with the
Chamber—-PAA will be obliged 4o reduce its present holdingd,undoub-
tedly at & heavy sacrifice, by at least & third in crder %o come
within the 20% celling. (OPPICIAL USE ONLY)

4. ; h New Yomk:

Following reports in the Rio press of December 2 that the Minie-
tor of Aevonautios had granted to Real-Aeroviss authority to serve
New York via Limma, the ?abany leatned that the routes awarded by the
Miniater whuld be Rio-Sao Paulo~Lima-FPanome~-New York, that the route
was considered to ocome under Bracilian Route 5 of the US-Brazilisn
bilateral, and that RBAL hoped to begin services on the route as soon
a8 it was formally demignated and its ageroles slong the route wers
satablished. This service by REAL would de direot oompetition
to that of Braniff's vie Lima to Miaml, with an extension to New
York by mesns of smn interchange with Bastern ol

Y (DNCLASSIFIED)
lm%mm: The Bubasgy has been imformed that thik route grant
to was a persomal deoision ¢f the Ministsr of Asrynsutiom and
wes presentsi as am sccomplinhed fmot to the ¢ivil aviatiom policy
ergans of the Govermment, VARIG, which serves New York direot and
via Port of; Spain and (iudad Tyujillo under Bragilisn Beuse 5, has
always resisted REAL's continued efferte to obtainm satry into New
York. The fant that up to the present no srong VARIG resotion haes
appeared pyggests the possibility thet VARTIG may receive compensa~
tion in sope other ares, possibly Burcps, whars Eubem Baria, VARIG
g:-ident.; bes long been eager to opayate. If VARIG\or v.oair. -%h
olose ties with VARIG snd is imterested in emterimg the inter-
national field, were to be granted permission to serve Burope im
recomp for its asquiescemss in the REAL route #o Xew York,
Panair d¢ Hrasil, which currently fliss to Europs, would be nm(xght
in the middle, & fate which woulligbe, by all sppesranoes, ’en 1¥
in keeping \ﬂ.%h Beria's hopes and plens. (Orl'lum USE ONEY)

§
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irat Vesgae d d Und. phuilding  Program

On Noveber T, at the Lahmeyer Yards of the Companhis Ooméroic
e Naveggn,; the U y the first vessel to be built ss part
of the Brasllian Government's gram to install a shippuildi
industry in.:}Braau. was lnunohgfi? two monthe ahead of ghe %riginal
schedule, [The Eonts d'irsls, & small coastel vemsel of 1,550 dwt,
240 feet overall, with-a speed of twelve knots, im the fivet of &
series of six--three more of the sams tounage and two of 6,175 dwh~—
10 be bullt by the Lehmeyer Yard, which is located on Guanabara Bay
near Niterci. The yard, which will have an eventual aunual Qapecity
of 25,000 dwt, has been the vecipient of an investment of nearly
465 million oruzeiros from the Brazilien Economic Development Bank.
At the lavmohing ceremony, Trensport Minister Amaral Peixoto stated
that the Government hed alresdy ordersd, with the resocurces of the
Merchent Marine Fund, 17 sdditionsl vespdls worth a total of 9 bil-
lion crurzeires and comprising 76,000 dws, (UNCLASSTWIED) -

Comment: The launching was a siznificant step forwerd in the
Governnant's yrogram for the domesatic manufacture of vessels for the

merchant merine., A second landme@¥ will be the lavnching in
Jaauary 1961 of a 5600 dw$ freighter by the Ishikmwajims yards on
the Rio de Jeneliro side of the Guanabara Bay. Despite thepe wvi-
dences of progress, convern is being sxpressed cver the ability of
the Government and private entities to find the resouraes to
#Wfchase the product of the shipyards o be installed under the
Government's program, which is designed to oreate by 1963 an ammusl
total construction ompacity of 150-160,000 dwd. Accerding to present
umoffioisl satimates, the total value of the 1964 cuitput of the
shipbullding indgstyy will be 40 billior oruseiros. This ¥ a 1l
in contrast with the mnmual expected receipis of the Merchant Marine
Mund over the next few yeurs of 5 billiom cruveires.(UNCLASSIFIED)

i

6. Besplis of Mesting of Rio Shippimg Confersnoe!

2 After what iz said %0 have beom very difficult bargaining, a
neeting of the primoipal officera of the shippimg limes which are
mesbers of the Brazil=US~Osneds FPreight Comfersencs ended on Noven-
ber 23 ir apparent sucoess with the inclusiom of the Fopal Line in’
the northbound coffes pool. The questiom 0f the maintemance of the
pool-—estabiished in May of this year by the Conference but with
Nopel snd three other smeller limes mot:partioipating—was the
primaxry item of business of the Ric mesting. The talks had been
Lpruetdtd by the igsusnce an October 20 of SUMIC Instructiom 202,

F-M%E%Y I
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whigh restricted the carriege of all BHrasilian exports, other than
bulk products, to mewbers of the Conference and further gtipulated,
in effeot, that Nopel and other conferance lines not adhering to
the coffes pool would be refused participation im the colfee trade.
The instructiom, basicslly intended teo kesp "outsiders" from
carrying ooffes and to emforoe the pool, gave riss %o momm editor-
iul gitacks in prominemt Brazilisn newspepers against the monopoly
afforded the conferemce limes, but the press attacks did not perasist.
(OFFICIAL USE ONLY)

| gommends It remains to be seem whether the apparemt atrang-
thening of the coffee pool by the inclusion of Nopal will have a
permanent sffeot or whether the fractiocs of rebating, which the
pool ig designed to combat, will reappear. (OFFICIAL USE ONLY)

ay Syetem:

On November 14 Buclides Carvelho Rodrigues, a banker, took
offios as Financial ector of the Federsl Railway System (Rede
TFervovidria Pederal S/A - BFFSA). Carvelho Rodriguea had beem
slected to the post in & general sapembly cf the Réde atockholders
on November 10. As reported im BWER No. 12, October 11, 1960,

Mario Fires hat been sleoted Finauncisl Director in late September,
but he refused the designation because of the press of other commi t=
nents. On November 28 the Rede oslled ancther gtookholders® mesting
for December 8 to £ill the vacancy of Worke Director caused-by the
repignation of BErigadier Genmeraml Geraldo Lamos do fmarel. Fromi-
nently mentioned a8 Aueral's successor ie Joae Auguato Mario Fenldo,
Dirsctor of Public Works im the outgoing government of the State of
- Guanabara. (URCLASSIFIED)

8, (Cons n W t Cab Plunt Re~Init

{{1th the issue of sn eleven-million dollsr loam graated Ly
the Internatiozmal Bank, the comstructiom work of +the suxiliary plant
of Lajes, at Ponte Coberia, which had been interrypted im December
1959, was reinitiated, The plemt will furnish am sdditional
90,000 kw %o the Alectriosl supply ef the states of Rio de Janeiro
snd Guenabara, uow recelvimg 683,624 kw frow the Fomtes amd Nilo
Peganha plsnts and other uniwer facilitien.

L .
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9. 4 Suppl 8 Equipment:

The Rio press reported that Ishilewa]ima Heawy Industries Litda.
hag signed a contract with the Centrel Elétrica de Purnas 5/4 of
Brazil, for the supply of part of the equipment to be used in the
power projeoct which the Erazilian firm ia bullding in Furnes, state
of Mines Gerais. The dam, which is echeduled to start operating in
1963, will have & 1,200,000 kw oapacity. {UNCLASSIFIED)

10. ZPEIRO Increas its Capi: ]

PETROBERAS, on November 9, approved an increass of ocapital o
Cr$40 billion, through puWlic subecription. Whem conatituted in
1954, FETROBRAS' capital consisted of Cr@$d4 billion, During the
following years-the cepital wes inoreamsed to the following: 1955,
6 billion orugeires; 1956, 8 billion; 1957, 12 billion; 1958,
16 billion; 1959, 26 billion; and finelly, 1960, 40 billion, or
ton times the initisl cepital. (UNCLASSIFIED)

1l. f[teel Fiant Fecilities Improvement:

Cis. Belpo Mineira, an integroted steel industry bamed om
charcoal fuel, hap installed s 51 km. (30.6 miles) aerisl cableway
to transport charcoal from ite owm eucelyptus forests to the
furnaces located at Momlevade, Mimas Gerais. Steel output ie to
be inoressed to the rate of 500,000 metric tons per year from the
present level of 300,000 tons. {UNCLASSIFIED)

12. Rio Trade Pair:

The insugurstiom of the Rio Trade Fair which hms been postpomed
several times during the last few yesrs (BER No. 7, February 12, 1950}
due to lack of fumds and faulty roof construction, is finelly -
snnounced o talke plece om December 15, I% is claiued that, beaides

mational industry, South Ameriosm, European snd several Asisn
gcountriss will participate in the . (UNCLASSIFIED)

15, Horse Mot Exuortac

Prigorifico Avante hese bheen recently established in dragusri,
Mato Grosso, with a oapital of 25 milliom cruseiros to export

[ BFP-IQHB—USE-OW—I—I
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l horse meat to Europs and Asia. An initiel shipment of 200 tons hes
been contracted for delivery to Japam; the price ia sald to be
$140.00 per metric tom. The directors state thet 12,000 tons per
year oan be processad. (UNOLASSIFIED)

Por the Chargd d'Affaires a.i.

Commercial Attaché

Approveds

(Dt (0. el
Willdam A. Fowler

Counselor of Exbessy
for EBoonomle Affairs
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mend, Quarry Heights (4). :
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SUBJECT:

I— 1 STMIARY 3
The lecal eeoncndic picture brightened semewhat with the approach e i
the holiday seascn. Retail suales were high, most purchasss being made on credait.
Sales would heve been highar had state civil servante receive their salaries as |
scheduled., Television zales wers up with the announced opeming of a new channel
in Uecember., COradit tightened a bitw
Coffee exporte increased mederately and there were predictiens of a
large rami crep during the coming year,
M. DO T e b
II AGRTCULTURE

L, Coffee = Exporys contimied at a very lew level, 96,500 baga
being shipped 8U% of Paramagud. Coffee planters are again petitioming
Pregident Kubitscheck to do somsthing about the situatign. Seme have even
requested & reduction in the expert price for Paranagua coffes,

Goed weathsr canditions ih the ceffee growing 7ons make the
prospacts for a large coffee crep excellent. Rains have been plentiful bub
not sxcessive. %ith continued good weather the new crop way equal that of

1959/60.

¢
o
R
o
o
o
N
1
3
o

Seme northern Parena coffes plantations arz being ailtacked by an
inaect called Meurizecoquoa brasiliensis". Measures are being taken te conbat
the insmct but @ number of ceoffee pianters are cemplalning abeut high prices
for the insecticide. The state, whichrie plagued by an erpty purse, is accused
of being unhelpful. Uamage to the coffee to date hec apparently not been
axtensive, B L -

£ {S0TRCES: ALl paperss
2. Bamts An esrly estimate of the raml erop for 1960=61 was ﬂ r

pon DEC 21 V9 2R reportad by %
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reported by "Didrie do Parandn {11.9.68). The estimate is 9000 tons. Allowing
6000 tens fer intermal consupption +the axpertable surplus would be abeut

3000 tens, Bs reportsd in last month's despatich the current orcp ts abeut
6000 tons, allowing ne rargin for exports. ihe federal gevernment hag ceme under
heavy attacik for its' neglect of rar culture aspeciai‘ly as far as technical
assistance is concerned. SOURCE? 'Diarie doc Parana" Nev. 9, 1960.

ITI - IABGR

1. Wages: Despite the fect that the new officisl minimm wapge tock
effect on Ucteber 18, laber and menagement in many industries have yet te
reach a wage accordy principelly because of managemsnt's tendency te pay the
mipimum and nothing mere, Construction werkers, movie thewtre emplcoyees and
bus drivers are ameong these zsldns for an abeve—minimum salary.

State civil servarts in Papana have not Lsen pald for the past
three months. With the stabe's fimances in chaos and the defsated state
government appolnting as many friends as possible to govermment posts thers is
littles money in the siate coffers, even for salary payments,

Airline, cherical and leather worksrs and primery and secondary
achool teachers are all aeking for increases ranging fram 35 tc 50%, Sarta
Gatarina public scheol teachers will receive a 203 salary inerease heginning

ext year, X
TeHRY SOUROES: AlL newspapers.

2. Prices: Bakers were allowed a 15% incresse in bread prices after
demanding a U5F rise. The 20¥ increass in milk prices took effect Novenber 1.
The retail price for coffee went up 10 cruzeiros per kile, frem Crd L6 te 56,amd
the 2 cruzeiru caferzinhs became histery with @ 1 cruseim rise,

A decrsase in mest consumptien averaging beiween 50 and 80% is reper ted
as the result of large scale price increases. IFish and fowl are becoming mere
pepular.

COMMENT: The reporting officar has heard that there is
increased activity in smggling cattle across the
Paraguayan border. In Paragusy cabile prices ars lewer,

IV - TRANSPCRUATION AND COMMUNICATIONS

1. Bighways - Ths state geyernment has erdered the concentration of all
available highway cona%ruct&on equipment en the Curltiba-Penta Creses reac,
Geverrer Iupisn is attempting to complete it befire he leaves &fTices
Curitiba-Fonta CGressa stretch cemprises about sne-third of the "Governer Impien

Highway! connecting
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‘ Highway " connecting Paranagud with Apuosrana (nerthern Parand).

The S3e Panle-Curitiba highway may be completed befurs Frasident Kubitcheck
leaves office. 16 16 the prediction which the road's ever-sptimistic
engineers are making, Others consider an April spering more likely.

2. International Bridge - Altheugh the bridge connecting Brazil with
Paraguay hes had 1nnu.merah%e "¢pening dates™ and is new scheduled fer inavgumtion
during Jenuary & reputable seurce has infermed us that it cannet pessibly be

finished for several mcnths. The rid-section cf the structure has not yet been
rut in place,

SOURCES: Personal conversations anw "Diarie de Paran{"
Bov. 5,1960.
"Estade &e Faranfl, Nov, 11, 17, 1960
"0 Dia", Nev, 5, £,1560,

3. Railways:

Tha direc‘bwr—sup:rintendegt and the beard of directers of the Parand-
Senta Catarina railway {Rede Viagds Parana-Santa Caterina) resigned, giving
rise to speculation as to the reasen why,

Directer Argelo Lopes claims he quit in order to devete more Lime te his
private affairs, bul seme of the lecal newspapers Wevld have it that the Fesera)
Gevernment heped Lo Ureplace him with & lauyer",that his relstiens with the
President of the reilway were bad, and that the company is baokruplt and Lepes
has net impreved its financial situation., In any case, a former ICA grantee who
spart 3 months in tieUnited States studying American railway instdlations has
sticceeded Topen.  The aéministrative dirsctor is also a former ICA grantee,

SOURCES: 'Didrie de Parand® iov. 17, 1960
"Estado do Paranah Nov, 11,1960
" Hah Nev. 11, 17, 1960
“Gazeta do Peve! Ney. 11, 12, 17, 1960
¥ INVESTMENT:

Shrimp and Lobster - As reperted in a prsvious despateh French investers
are said,fu e interessted in the developm=nt of the shrimp and lebster industry in
Paranapua,Parana, Witheut naming the interested parties the €irscter of the lural
livision ef the Bank of the State ef Parand said ilie tetal investment would ameunt i
te abeut 700,000,000 cruzeires, BOZ of which the Franch would fornish, the ramainder i
being provided by Parana circles. Repertedly the chisf purpese of the lnvestment weuld |
be the intensification ef experts, especlally to the U.S. market, i

SCURCES: "Midrie 6o Parard, 11.22.60; "0 Dia® 11.,22.60,
"Gazeta do Povo' 1l. 22,60y "Privuna do Parana 11.22.60

Ard M. Rowell

American  Uonsul
cet Oeunseler of Erbassy fer Consular Affairs
Amfmbassy ,Hie de Jansire
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‘_ Surmpry : ’

Ganeral business conditions in Ootober continued the patidwn
of recent months, showing moderate progress in industrisl prod-
uction and sxpension, and in merchandizing. The election of =
nev national sdministration at the beginning of the momth wes
generally well received by the business commnity. Underlying
confidence prevalled generally, even though there was uncer-

ty ea to memsures that might be taken to curb inflation and
to stimulate economic developmant, The oost of living sgain
rose signifisantly, as did the amount of papsr money in cirou-
lation. The svarage oheck Wying rate inoressed to Cr#$189.09
per US$1.00, s compared with Cr§l§7.47 in the previcus month.
Minimmm galariem were raised by 60 percent mt mid-month, gene-
rating some labor unrest and demands for inoresseg by special-
ized and industrial workers. Ooffee exporta deolined slightiy
from the Ootober 1959 level. Irade ocircles conmidered the
wheat supply altustion as oritioal with need evident for ssrly
imports. ¥The Brasilian Government issued an order restristing
coffes shipments to Conferance shipping lines. A new airport
was opened near Sac Faulo to mervice intermmticnsl jet operations.
New units were deliversd for the Brazilimn merchant marine,
including ita tanker fleet.
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Finenog:

During the emahange auotions held in Dotober $25,600,000 of
rogular offerings mnd Oll,swl of supplementary offerings under
the provisions of SUMOC Insti iicw: 393 were purchsaed by Ermiilisn -
importers. The corresponding figures for September $25,540,000 =
for the regular ofterl.:g and 659,000 for the wu t L
offerings. Supplement mmﬁ U.8. dollars pu;
Instruotion 195, sincs ¥ ulited !"9 $61,76
Dotober 1960. L
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Throughtut the month in the regular auctions, in Hraeil as e
whole, in the general category, the rate fluotuated between a low of
Cr$208,00 and a high of Cr§210.00, there being no changs in relation
to the previous month. In the epeciml category, the rate fluc-
tuated widely between Cr$553.00 and Cr$608.00, bath in terms of

time and reglon, but with no discernible tremd. -

With respect to the regular suctioning of exchanges in Rio
and S8o Peulo, the agio paid for dollares in the general ocategory
kept stable throughout the month at Cr$210.00 and moved between
Cr$576.50 and Cr§608.00 in the specinl category. Fertlilicera
varied between Or$86.20 and Cr§90.50, and for insecticidess the
high end low were reapsctively Cri87.08 and Or$81.08.

Other bilateral ecoounte denominated in dollars were sold im
reasonable amounts at the uniform rate of Cr{l78.00 throughout the
month.

During October. the paper money issued imcreassed by Cr§4,388
million snd 2.5% in relation to the previous wonth. For Januewy-
October, thers was a cumilative inorease of Cr§26.7 billion or 17%,
For the compsrable period of 1959, the corresponding figurss were
respectively Or$l8.2 billion snd 15.2%.

The average check buying rate in the free merket for Ootober
wea Or$189.09 which oompares with Cr$l172.%9 for the corresponding
month of 1959, and ¢r§1BT7.47 in September 1960.

The oot of livimg index ocompiled by the Getulic Varges Foume
dation indioated an incrsase of 3.88% in Qotober for a cumulative
incresse of +17.0% for Jenuary-Ooctober 1960. For the comparable
period of 1959 the correapending figure was + 42.7%.

Trade nd Iniustry:

Merchandising sales and imdustrial produotion levels generally
were desoribed in business cirolss as simdlar %o the preceding
month. A oontinued tight momey marke® was ocited by thess scurcea
88 a serious deterrent to expanmion. There also was substuntial
aonoern over the higher labor costs resulting from the 60 pesrcent
inoreass in minimum wage standards and the nscesaldy to adjust
upward the salaries of many other workesra.

Consunption of petroleum products inorsased somewhat ebove the
normal rate of recent momths. Frodustion of agrioultural and
industrisl equipment and machinery, snd im the sutomobile industxy,
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similarly were reported ahead of preceding periods. Eroduotion of |
most oonsumer foods wea described as goenerally at but not above
recent levala. ’

Labors

On October 15, Fresident Kubitschek signed 2 decree raising
legel minimm wages by 60%. In epite of the objeotiona of
employer sssociationa in Rio de Jeneire, Gusnabsra'm new
of Or$2,600 per month will contimue o be the highest minlwum wage
in the nation. The new winima for other oities inolude: Sac Fawlo,
Cr$9,440; Belo Horlzonte crta.oooé Reoife, Selvador, and
Guritiba, Cr87,200; Natal, Cr#5,760; and Teresins, Pioni,

Cr§4,000, loweat in Erazil.

Stevedorsa geined their long objeotive of pald veoations and
wage inoreases after a che-day atrike on Ootober 18, which halted
norzal sotivity in Brezil's prinoipal porta.

Agriculturpe:

1. Whesb:

The wheat supply situation was very oritical in Ootober. Ik
was emtivated there was not more than s 10 to 15 day supply of
wheat within the aountry. During Ogtober, the Erazilian Government
ocontracted for the following whent gupplies:

(n) - kdital 18/60% 20,000 metrio tons of U.H. sageinst Braciliam
©  disménds. -(this wheat has been delivered);

(b) - Bditel 20/60: 70,000 metrio tons of Argsntine wheat
" {this is now being shipped);

(o) - §aital 20/60: 20,000 metric toms Irom U.d. sgainet
Zragilisn pif iron (this is novw Dbeing lomded) ;

() -Edital 20/601 60,000 metric tons of U.5. soft wheat

?  fpom West Coas® ports under a 0o oredit axrangement.

{This vhemt has mot bean supplied mni there is some
dout s to whether finsl negotiwtions will bs cem—
pleted).

2. Topbagoos

A comparigon is given of Bragil's leaf tobsoos production

for 1956/53 and 1959/60: (in metric tons) ‘

_ IMNCLASSIFIED
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Type 1958/1959 1959/1960

Amarillo Flue Cured ...scccanes 38,452
Virginia Flue Cured ees-scssuee
Native Alr Qured ...ececessssen

Burley cescecesne

) (Clarrification)

PTotalsieerenaa 126,015 147,000

Source: ‘fTrade and Attaché's Forecast '

3. Goffees .

lxporta in Ootober 1960 totaled +134,658 60-kilo bege. This
compares with a total of 1,189,878 60-kilo bage of ooffee exported
4in October 1959.

b Commindeo: :

In the sviation meotor, the moat signifioant developnents
vere conpentrated in the latter helf of the menth. On Ogtoher 19,
during Brazilian aviation week, the new alrport at Viracopos, near
Canpines, for handling internationsl jet operations for the Sac
Paulo area was formally insngurated. 4 Varig Boeing 707, on =
speciasl flight, made the first landing at the new fleld, and a
Pan Aserioan DC-8 made the first scheduled coxmercial landing on
Ootober 20. Conmiderable work remains %o be done on the facili-
ties, particularly the passenger tormingl, of the new airport,
whioh ie nearly 65 miles from the oity of 3mo Faule.

On October 27, Pansir do Erasil and Tremsportes Aerems Forfu-
guepes siguned mn agresment, under negotiation for a year, ocreating
s reduced-rate sir service, poynlarly called Friendship Flights,
betweon Bregil snd Portugal. Ancoording o the agreemamt and to
the iwplemsnting regulations isaued by the Bragilian Ady Ministry
() the mervice, which is reglonsl in nature, will operate only
betwssn the two ocountries with intermediate traffic atops only im
tervitories of those aountriesj (b) tiokets will be sold only in
Brazil snd Portugal smd only to Erazilian and Po ege oitizens
or to foreiguers resident im the two countriesi (o) omly pistom—
aircraft in a compact configuration may be used; {a) mervioce om

L |
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l 'bonr? 411 be more modest than thet in present tourlst oless flights
and eY r snd are

Panai: TAP will operate the service in pool., The fi
for the service has been sel at $215 (roughly the equivalent of &
third-olase passage by ghip); Panalr I0=TC'e will he used, with a
prospect of eventual employment of TAP Super Constellrblons in
1961, and twioe-weekly Flights will commenca im December. The Alr
Mnietry, in its regulatilions oconcerning the service, stated that
third-flag cerriers ocould carry between Brazil and Portugsl only
a Tized number of pRsSEengerdy this figure to be based, in general,
on thettraﬂio carried im 1958 and 1959, increased ennually by ten
peroent.

Prom Paneir's poimt of view the new service offera the pros-
pect of effective utilization of its D0-70%s Tollowing the entry
into service of its two DC-B'@, partial financing of whioh by the
Exin-Benk was announced on Detober 13, The sharp raduotions in
fares involved in the Frlendship Flights may very well heve unseti-—
ling effects om the already unstable IATA rate structure in the
Saquth Atlentio.

A large Ersziliam delegation headed by the Director General
of DAC, Brigadeiro Jogo Memdes, and including Rabex Berta, Fresi-
dent of VARIG, travelled to Montevideo to participate in the
October 24-30 sepsloma of the Ssovond Regilonml Civil Avietiom Com~
farence, whioh wes sttended by repraseniatives of several Latin
iuerican countries mnd the United States. The atatewents of the
delegstion leadsrs before their deperture appesred to be cautiously
optimistic about the prospects of success of the Montevideo oon-
ferenoe.

ober were highlighted by
attempts by the Erazilian %o regularize coffee phipping,
by the delivery of new unite for the perohant mariae, inoluding
4he tanker fleet, and by the signing of an important sontract for
domestio conmtruction of other merchant vessels. Under the termm
of SUMOC Inmtruction 202, whioh waa effective Ootober 21, (a) the
carriage of all Brazilian exports, exoept bulk products, is res-
triosed o limem which are members of the Fragil-Ui-Oanada Frelght
Confersnoe; smd (b) sxports which ars the subject of specitic
agreemento which mre mads Dy members of the conference and which
are mot disapproved by the Brazilisn Government will be sarried
only by ilmes which ars sigmatories of such sgreenents.
{nstrugtion ss a whole W intended to sliminste from the ooffes
trade non-Conference Hem srp-="cutsiders”—-who wers undernining
the ooffee pool established by-the Conferemce in New York in May

[ )
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by offering freight rates substantially below the pool rate. The
provision described under (b) above had the immediate purpose of
making Conferenoe lines which had not adhered to the coffee pool
ochoose between joining the pool o withdrawing from the oolfse
trede, Immedintely after publicstion of the Imstruction several
important newspapers published editorials aittacking the measure
as monopolistic end harmful to the interestz of Prazil. In addi-
4iom considerable publicity was obtaimed by the protests against
202 by the Norwegian line, NOPAL, which waee the principal Confer—
ence line not a member of the coffes pool. NOPAL serves the Gulf
ports of the United Stetes, Ingtruotiog 202 and its consequences
will undoubtedly be the major item on the agenda of the meeting
of the principal officers of the Conference lines scheduled 10 be
held in Rio im mid-November.

The Brozilian dry-cargo fleet was inoressed by three unite,
two Polish-built emd one Finnish-tuilt, deliverad during the month
of OQotober: the Icaraf, & 5000 DWT vessel, the pixth of ten belong-
ing to the Polish-constructed "Braziliam Beach" class; the C
de ta , the last of four shipe of the “Brazilian Cape"
class, with 5500/6000 DWT, alsc of Polish origin; awd the
Os Sentog, the second of fouxr vetsels of the Fimnish-built
"Bragilian Bay" class, the units of which vary from 6100 to 7800
DWD, The firet of the three new vensels was token over by the
Conteira, the go¥ernment-owned coastal shipping lime, and the
Temainiwg two by Lloyd Brasilelro, also government-ouned, which
operates both coastal and international, long-haul pervices. The
delivery of the three units signifies the completion of two=thirds
of the progrem, commenced in 1958, for the asguisition of 18 ves=
sels (14 Polish and 4 Pinnish) in exchenge, principally, for coffes.
Ths remaining six ships should be delivered during 1961. Wi
respeot to tankers, the delivery om Detober B=-~the seventh anni-
verpary of the law oresting Petrobrssa—in Copemhagen %o FRONAPE
{Nationsl Tanker Fleet) of the Iisparios, the third of six 10,000
IWT comstul tenkers being built for the Fleet in Denmsrk, placed
total FRONAFE du.dweigﬂt tonnage over 500,000, According to
FRONAPE imformstion, e Fleet in October 1953 conmiated of 22
shipe totall 224,234 DWT. Inoludimg the the 1960
rigurep a8 are %;STGBSUJ.! of 506,000 DWT. Nbut%;v tanuage
has been sdded im the last two years.

On the domestio production side, the Chairmem of the Merchant
Marine Uommiseiom signed, on Ootober 31, & contraot with the
Japsaese—controlled Ishikawajima de Brasil shipyard for the
conatruction of two more veasels of 5600 DWT of the "Brasllia"
olass for the gosstel trade. The yard already has under qg_g—

ships of

="l shyuotion, under s comtract sigmed im March 1960, thred
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¢his olass, the firat of which is %o be launched in Juuuary 1961,
@ocording to Ishikewsnjima, the firab shipa consiructed in its
yarda, which are located om the Rio de Janeiro pide of Guenabara
Bay, will be 70 percent "astional" in valus; this index ia to
reach 95 percent im three yeers.

Earlier in the momth, on October 6, the Tranaport Minister
had preslded over oceremonies marking the re-initiation of
exoavetion of the lerge Costeirg drydock om Vienns Islemd 1n
Guanebers Bay, work on which has been guspended for malfy years.
The dock, when completed, will be 530 feat lomg and 90 feet wide,
with a draft of sbout 30 feet. The cost of the work, estimated
at Or§200,000,000, is being finanoced through the Merchawt Marine
Fund; it is the firat invesiment by the Fund in governmem® ship-

erds. The current sohedule oalls for completiom of the work in
wonthe .

For the Shargé atdffaires a.l.
' MUNZ Bash
Commercial Attaché
Approved:
éi(é.j.nu A wlorlw

Counselor of Embassy
for Ecomomic Affairs
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Economle oconditions generally showed 1little change in
November, as comparsd with preceding months. Industrial
expznsion was evidenced by new plant openings and asnnounce-
ment of congtruction plans for others, particularly in the
chemical end automotive industries. f’[erchandising in
virtuslly ell lines wes reported as good, but affected sig-
nificantly by rising labor costs snd contimance of &
relatively tight money situation in terms of consumer
purchasing power and commerciasl credit availsbilities,

The post of living rose again by nearly 3% for a cummla-
tivs total of over 20% since the beginning of the year
1960. The check buying rate in the free narket for Novem-
ber averazed Or$l90.51 per US$1,00, counpared with Cr§l89.40
in October. A three-day strike of meritime, railway -and
port workers paralyzed the port of Rio de Janeirc and
seriously affected transport operations in many parts of
the country. A whest supply shortage continued to deve-
lop, with a crisis expected by year's end.

n

Uy e oud
Peungay o (my (awioog Sk,

Financei

Turing the exchenge suctions held in November, $21,756,00C of
regular offerings and $19,173,000 of supplementary unéer the
provisions of BUMOC Instruction 193 weve purchesed by Brazilian
inporters. The corresponding figures for Cctober were $25,600,000
for the regular cfferings ané $17,551,00C0 for the supplementary
offevings., Totel supplementary fhles of U.8. dollars purchased
under Instruction 193, since iterinesptfon, amounted to §80,939,0
at the end of November 1960, more than half of these in the last
three months. :

RUWES Vi 18 28
Throughout the month in the regular auctions, consldering
!_Erazil a3 @ whole, in the general category, the rale fluctiated
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between = low of Cr$z08.0C and a high of Cr$210.00, there being no
change in relation to the previcus month. In the special catesgory
the rate fluctuated widely between 0rd533,00 eand Or§626.00 with
rates generally over Cr§sCC.00 at the end of the month.

With respect to the repular awctioning of exchange in Rio
and S@o Paulc the mgio paid for dollars in the general category
kept stable throughout the month at Cr$210.00 end moved betwesn
Crf602.00 and Cr§622.00 in the special category. FPFertilizers
vuried between Crf§BB.20 and CrP90.59 and for insecticides the
high and low were respectively Crfi8l.50 snd Crf#i8l.08. Other
bilateral sccounts denominated in dollars were sold in substantial
amounts et the uniform rete of Cr$lT78.00 throughont the month.

During November paper money issued incresmsed by Cr§s,08% mil-
lion or 4.4% over the previous month, TFor January-November, there
was a cumilative incresmse of Cr34.8 billion or 22.5%. For the
comparable period of 1959, the corresponding figures were respec-
tively Cr$23.0 billion snd 18.2%.

The cost of living index compubed by the Getulio Verges Foun-
detion indicated a 2.9% rise in November as compared with 3.88%
during October, for e cumalative inerease of + 20.4% for Janusry-
November 196C. TFor the comparsble period of 1959 the corresponding
figure was + 50.1%.

The average check buying rete in ths free market for November
was Cr#$190,51 which compares with Cr{189.40 for the corresponding
month of 1959. : :

Trade and Industry:

Buginess conditions generally were described as good in
November, wlth evidence of continued industirial expansion and
reazonably satisfactory merchendising experience. The sharp
inerenge in labor costs and oontinued tight money situation in
terms of bank credit, however, wers causes of concern for the
1mmediate future,

A plant was ingugurated in the state of Rio de Janeiro, with
initial cepacity to produce 130,000 metric tons carbonete of soda
per year, along with other chemical producte, I% is claimed that
the plant will save some fifteen million dollars a yeariin forelgm
exchange, A sulphuric acid plent, imported from Germany and being
installed in Florisnopolis, State of Sante Caiarine, is scheduled
+to0 open in early 1961, Plans have also been anncunced for the
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installation of a oolombium concentrate factory, with cperations
goheduled to start in approximately one year. A new factory is
being installed in Bsc Paulo for the manufacture of equipment
for fluorescent Lighting, the demand for which is incressing at
the rate of 20% emch year.

Cther industrial projeots teo be located in various cities
of the country, which were snnounced during November included:
an eutomebile "safety glass™ plant with manmufacture scheduled to
begin in 1963; expanded fecilities for somp production; a vege-
teble oil refinery; & plant for menufacture of carbon brushes
for electric motors; additional preduction of parts for the
automobile industry; processing facilities for coal coke and an
electronio equipment plant. According to state governwent offi-
cials, serious negotiations alsc are underway for an automobile
plant in the state of Rio.@raddewdooSul and a tractor plant in
Mines Gerais.

On November 26, the first all Brasilisn motor-show was
ingugurated in Sao Paulo, with 24 different types of sutomobiles
manufactored in the country. The long-awsited Rio de Janeiro
International Industry and Trade Fair has besn firmly scheduled
%0 open on December 1l8. Footwear menufacturers, desirous of
inereasing exports, are planning an exhibition in New York to
advertise thelr products.

Minerals:

There were no outstanding developments in mineral production
furing the period under review, New projecis are waiting for
the eatablishment of the new administration in Brezll and en
appraisal of its policies and attitudes toward the mining
industry, especislly with reference to foreign participation
in mining.

The committee which was appointed by President Fubitechek
4o prepare a program for the establishment of the nmew Ministry
of Mines and Power in February hes submitted its first report.
The Committee has been unable to complete a fingl draft of the
orgenizetion as the oivil service rank of individuals in the
propogsed staff is not clear under the recent reclassification
of eivil service employees.

L | _|
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Agricul ture:

The Brazilian Coffee Institute indicsted in late November 196C
that the 1960461 coffee orop would be at least 25 million hags.
Trade sources currently are estimating a 1961462 coffee crop of
over 35 millien bags.

Wreut supplies continue to be phort. National wheat produc-
tion for commerce iz not expected to exceed 300,000 metric tons.
It is rumored that the average producer price for the 1960-61 crop
will be Cr$l,100 per 60 iilo bags, as compared to Or$8AC Ffor the
1956-60 erop. It is being proposed that the flour mills pay the
full price for the local wheat during 1961. DIuring 1960 the mills
only paid Cr$500 per 60 lkilo bag, the remeining Cr340 being
covered by a general incresse in the mverage price of imported
wheat. IFf the millp pay the full price for the 1960-61 crop,
there is a good possibility that the price of bread, flour and
livestock feed will increase.

Phe Wheet Commission accepted COC credit for purchase of
60,000 metric toms of U.8. wheet, from Pacific ports, under Edital
20/60. BPBids for 40,000 metric tons of U.S. HW-2 from Gulf ports
were sccepted, sgeinat barter of Brazilian plg iron or wooden
mgnufactured items at an FOB price of $69.47 per ton, Towazrd the
end of Novewmber, thls 40,000 ton bld acceptance was cancelled
because the contractiig firm could not meet the rigid terms
imposed by the contract. {OFFICIAL USE ONLY)

Iransportation snd Communicetions:

In mviation, the most significant development of November
was undoubtedly the passage by the Chember of Deputies on November
2% of & bill mmending the Brazilien Air Code to reduce to 20% the
maximam perticipetion of foreign cepitel in Brazilian commercizl
air carriera. Thesblll, which 1p a substitute for a similar
proposel made In 195%; also requires that the menagement of the
carriers be exolusively Brazilien., On the following day, Deputy
Eloy Dutra, who has made e meries of violent attacks in the
Chamber cn the relationship between Panair deo Brazil and Pan Amer—
ican World Airways, which at present owns 30% of the atock of
Panalr, congratulated the Chember on 1ts decision, which, he said,
confirmed the cerrectness of his campaign. He added that although
the ideal solution would have been the mcceptance of a proposal
to prohibit completely forelzn holdings in Bragilian carriers,
the 80% netionelization called for by the bill would to a certain
extent releape Brazilian aviation from the "nefsrious sction of the
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trusts". The b1ll now goes to the Senate for consideration in
Jamuary. If the bill is approved by the Senate, PAA will be obliged
to reduce its present holdings by et least a third in order to come
within the 20% ceiling. The passage of the bill represents g

victory for nationalist sentiment, of which P4A hes been a targst

for some yemra, and for some of Panair's Brazilian commerciszl
competitors. This cowbinution of nationalism and the drive for
immediate commereciel gain has been present in other efforis to
restrict the operations of foreign enterprise in Brazil,

In emrly November members of the Brazilisn delegation to the
October Second Regionm) Civil Aviamtion Conference returned from
Montevideo. To Judge by their statements, the delegates nppeared
reasonably pleased with the results of the meeting, No comments
on the US role at the Conference have appeared.

In the maritime sector, an Ilmportant event occurred on Novem=
ber 7 when. at the Lahmeyer Yards of the Companhia Comércio Nave-
gagao, the Ponts d'Areias, the first vessel to be built as part of
the Bragilian Government's program to install e shipbuilding
indugtry in Brazil, wes launched, two montha zhead of the original
schedule. The Ponta d'Areis, a small coastal vessel of 1,550 DWT,
240 feet overall, with a speed of teelve lmots, is the first of a
series of six--three more of the same tonnege end two .cf 6,175 DYT—m
to be built by the Lahmeyer Yard, which is located on Guanabara Eay
near Niterci, The yard, which will have an eventusl snmisl capa-
city of 25,000 DYT, hae been the recipient of sn invesiment of nearly
465 million eruzeiros from the Brezilisn Economic Development Bank.
At the launching ceremony, Transpert Minister Amsral Peixotc stated
thet the Governmert bted already ordered, with the rescurces of the
Merchent Marine Fund, 17 additional vessels worth a total of nine
billion erumeires aond comprising 76,000 DWT, The launching was a
significant step forward in the Government's program for the
dowestic marufacture of vessels for the merchant mardne. Despite
this progress, concern 1s being expressed in maritime cireles over
the ability of the Government and private entities to find the
resources to purchase the products of the shipyards to be installed
under the Govermment's program, which is designed to create by 1963
an anmial total construction capacity of 150-160,000 DWT. According
to present uncfficial estimates, which presuppose an annual increase
of 20 percent in construction costs over the next four ysars, the
total value of the 1964 output of the shipbuilding industry will be
close to 40 billion cruzeiros. This figure is in contrast with the
annual expected receipts of the Merchant Marine Fund over the next
few yezrg of five billion cruzeiros.

On November 2, a 60 percent inerease in cherges in the ports of
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the stete of Rio Grande do Bul (Porto Alegre, Pelotzs and Rio
grande) became effective. The railse in rates, approved by the
Federal Ministry of Transpori at the request of the state Depari-
mant of FPorts, Rivers and Canals, was reported to be the squivalent -
of 13 centaves per kilogrem of merchandise handled in the port. The
Direstor of the Ports Department stated to the press that the
increase would not reselve the finaneciml difficulties faced by his
Department, which is expected %o neve a 1960 deficlt of Cr$300,000,000.
Like late October increases in port cherges in Santos and Salvadon.,
(15 =nd 40 percent, respectively, with certain charges unchanged) ,
the Rio Grande do Sul ripe is intended to cover increaszed -costs
resulting from higher wages obtained by port workers in order to
meet higher living costs--the entire process 1lluatrating the
operation of the inflationary spiral.

During November, the railrosd scene was merked by increasing
Pinsneial difficulties of the R&de Terrovidria Paderal (The
Feceral Reilway System) and by strikes and threats of gtrikes.
The Réde, fmced with a shortfall of nearly five billion cruszeiros
between its 1960 receipta and sxpenses, Was frantically asrranging
its socounts to meet its puyrolls and To pay its most pressing
suppliers, but time seemed %o be running out. The R&de offieially
estimated that its 1960 expenditures would be or$33.% billion
(Cr$20.3 billlon of thie would be for personnel) and its receipts,
Cr§15 billion, leaving sn operating deficit of Cr{lB.5 billion
(as compared to operating deficits of Or§l3 hillion in 1959 and
¢r§9.1 billion in 1958). Of this deficit, Cr$l13.6 billion would
be sbsorbed by subsidies provided by law, but Crd4.9 billion would
be totally uncovered. Despite efforts during November by the Réde
and by the newly establishsd PBrazilien Railrosd Assceletion, many
of whose industriel members are major creditors of the R&de, to
speed up Congressional consideration of the Xubitschek Administra-
tion's late October reguest for a special eredit of Cr$5.78 billion
to cover the crucial gep and to yrovide o minimum emount of invest-
ment ocapitsl, there was no appreciable movement in the legislative
process. Emergency releases and advences of funds to the Réde by
executive action during the latter pert of the month were deslgned
to meet payrclls, and at the end of the month the Réde contimued %o
operate strictly on a hand=-to-mouth end robbing-Peter-to-pay-Faul
bagis, Uniess very prompt action on the 0r$5.78 billion credit
were btaken by Congress, there was every proapect that the situation
would deteriorate even further.

As indicated under Labor, the three-day "parity" strike early
in %he month affected R&de roads in varying degrees. The Leopol-
dina, which serves parte of the states of Ric de Janeiro, Minas and
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Egpirito Sgnto end which is a foous of labor conflict, was the

hardest hit. TIn fect the federal intervention of the Lecpoldina
continued until November 21, thirteen deys after the termination
of the strike, in order to protect the relatively few workers who
did not strike from reprisals by thosme who did. In ggo Paulo a
strike on the Paulists, the principal privately owneé——and by far
and sway the best=-railroamé in Brazil wes averted as the result of
a November 25 agreement whioh caslled for s 30 vercent monthly borws
{the union asked for 60 percent), a Christmss gratuity eguivalent
to 100 hours of work, and en increase from Cr$z5 to Ord40 in the
daily food allowence for train erews. These inecreases are con=
fitions=d on the coipany's receiving authorization %o raise its
rates to cover the costs. Only ten days before the settlement
trat prevented ths grike, the CGovernor of 980 Paulc had avthorized
a 17.45 percent increase in rates for the Paulista, sffective
Decenber 1, in order to cover the costs (egtimated at CrE307 mil-
lion) of the rige in the minimum wage level.

With respect to the railroad rolling stock and eguipment
inaustry, Mirance Minister Paes de Almelde ennounced on Noverber
146 on his veturn to Braszil from Argenting that, during the
Argentine-Brazilian talks on means of restoring equilibriun fo
the trade between the two nations, he had proposed a plan for
the furnishing by Bragilisn marufacturers of $100 million worth
of railroszd materisl over a period of three years. Although
official scuroes pasrtieipsting in the Buenos fdres discussiona
aid not make specific comments, it appearsd that, in the face of
reported price and finencing ddfficulties and oppesition from
Argentine domestic industry and traditional surpliers, the con-
¢lusion of a large-scale Argentine purchese for Brasilian rolling
stock and equipment was not yet in sight, The excess capaolty of
Brezilisn industry in this sector, particvlarly with respect %o
freight car manufecture where ennual capacity is reckoned at about
7000 csrs per year with a domestic Brazilisn demand averaging
perhaps 2500, suggests, however, thal Brazil wlll continue to pursne
the proposal as a means of redresaing the serious imbalance in its
trade with Argentina.

In the field of ielecommunications, the month gew some progress
on the proposal for the ocreation of & new Communications Ministry
4o be Formed out of the present luge end unwieldy~ Ministry of
Transportation, Communications end Public Works. Barly in the
month it was announced that Transport Minister Amaral Peixoto had
sent to President Kubitschek a draft law; accompanied by an expla-
nation and justification, calling for a new ministry which would be
composed initially of the prepeni Department of Fosts and Telegraphs
and the Technical Comnission for Redio. The funds and personnel
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of the two entities memtioned would be transferred to the new
ministry, whose creation would not enteil--according to the justi-
fication—--any ineremse in expenditures. On November 18 Amaral
Polxoto announced thet President Kubitsohek Tad gigned a message
to Congress transmitting and endorsing the draft law. It is
wnlikely thet any importamnt legislative action can be taken on the
proposal before the advent of the Quadros government. There is
general sgreement that the establishment of a separate Communica-—
tions Ministry would be & step forward in ratlonalising the govern-
mental structure, but ite mere creation--especielly without provi-
slons for major new investments in the telecommunications and postel
systems, snd no conorete pland heve yet been developed in this
respect-- would by no means solve the fundamental difficulties
which make Brazilian communications so inadequate.

There was conalderabls activity comnected with tourism during
the first helf of November. Considerable attention was given in
the First days of the month {and the closing week of Octoker] fo
the stetements made on their arrivel in Brazil of verious delegates
en route to the Buenos Alves meeting of the Intermational Union of
Officisl Touriem Organimations. These siatements, many of which
emphagized the importance of touriem as a source of foreign exchange
earnings, in turn provoked declarations by the leaders of official
Prazilian tourism entities in favor of greater governmental atten—
tion to end support of efforts to develop Brazil's very subsiantial
tourism potential, The president of COMBRATUR (Comispao Brasileira
de Turismo) announced that Brazil intended to join the Internetional
Union of Officisl Tourism Orgenizations end that his ageney whole-
heartedly supported the efforts of the Tourism Degpartuent of the
State of Gusnmabara to obtain for Ric de Janelro the 1963 convention
of the Americen Society Travel Agentes (ASTA). To the latter end a
group of Brazilian tourism euthorities left on November 11 for
Honolulu (where ASTA's ennual convention wes heing held) to present
Rio's ecase to the ASTA's officials. The Embassy understends that
0o firm reply had been given by ASTA by the end of the month. For
Bio to receive ASTA in 1963 the first-class hotel capacity of the
¢ity would have tc be gubstantially increased, but so far the
eritical question of fineneing by Brazilian government financial
organs of hotel construotion has not yet been resolved. The
shortage of Brazilizn hotels adequate for tourists was also pointed
%o me 8 serious obstacle to the growth of tourism in Brazil hy the
French Comnissioner General of Tourlsm, Jean Sainteny, during his
passage through the country en route to Argentina.

The stimilation of tourism in a different direction was the
object of a lage Wovember—early December visit tc Rlc de Janelre,
Frasilia ard 320 Faulo of a group of three representatives of
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Intourdist, the Soviet touriam sgency. The Sovist representatives,
who visited the TForelgn Ministry, the Guanabara Tourism Department
and privete travel agencies, minimized the difficulties of
arranging visites to the USSR, sftating thet all formalities could
ke arranged between travsl sgencies in Brazil and others in
countries which mnainteinesd diplomatic relations witbh the Soviel
Union.

Labor:

A three-day strike of maritime, Pailway, snd pori workers
fron November 8-10 paralyzed the port of Rio, reduced trair move-
menta to and from the city, and affected transport cperations in
other parts of the country in varying degreea. The strike was
called by the Nationel Federation of Railway Workers, the Hational
Federation of Maritime Workers, and the National Association of
Port Workers for the stated objectiive of foreing urgent congres=-
gional approval of s bill to bring the wages of the strildng
workera up to "parity" with the salaries of militery perscnnel wko
have recently received = substential wage increase. As most of
Brazil's railroads, shipping lines, and ports are owned by the
Federal Government, the workers in these sectors are mainly
employees of the CGovernment, Privately owned or operated rail-
roeds, ports and shipping lines were not involved in the strike.

After an initial display of willingness to meet the workers'
demands, the Government moved energeticelly againat the workers——
strikers when its oonciliatory gestures were ignored., 'The strike
ended when the Government sgreed to relezse some sixty-odd labor
leaders who had been placed under arrest and not to impose any
penalties on strikers who had disregsrded an order to return to
work or lose their Jjobs. After the strike ended, the Minister of
Labor stated that 1t had been inspired by Communists.

On November 12, the Chamber of Deputies, and on November 21
the Senate pmssed the parity bill, and it was signed Into law by
the Preaident on November 22. He veboed several items, of which
the most important was the provision that the wage increases .
should be retroamctive to July 1, 1960. -

Brazil and Japan signed sn mgreement regulating Japanese
immigration into Brazil. Under the agreement, which requires
legisletive approval in both countriea prior to becoming effec-
tive, the Japanese Government will select immigrents with

oocupational skille needed for EBrazill'e ecoromic development
end provide sume pre-departure instruction in Portuguese, while
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’_Ihe Brazilien Goverament will aid the immigrants to become estab-
lished after their arrival. The volunme of annual immigration will
fluetuate according to job placement opportunities, but it is
contemplated that the oversll effect of the mgreement will be a
generally larger volume of immigrents, During the present century,
epproximately 230,000 Japenese immigrants have entered Brasil,
aecording to the Annual Statistical Yearbook of the Conselho
Hacignal de Estatistica.

Por the Ambasssdor,

'dwar% Bash
Approved: Commercial Attaché

Wikliwn & Towty
¥illiam A. Fowler,

Cocungelor of Embaasy
for Econouic Affairs

Enclosure
Eeonomic Indicators.

N.B.
Add following paragraph under Finencei
Substential intereat surrounded the November visit of
officials of the U.8. Export Import Benk. The Brazilien
Fingnce Minister and the Director of the Bank of Brazil
Exchange Department subsequently went to the United

States to complete the arresngements whereby Brazil recelved
& six-month extension for the payment of certain maturities

coming due during the next six months.
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- Economic Indicstora:

Cost of Living In Rio de Janeiyo (1948=100)

Cloth- Purni- Hygi- Fers. Fub, %

_inzx Rent iure ene  Serv, BServ., Index Change
348 498 321 398 413 561 470
376 504 351 411 500 580 514
387 513 414 522 580 523
395 521 457 5e2 538
402 529 498 522 548
115 538 498 528 557
419 546 518 S22
430 554 536 575
431 562 544 605
438 570 544 605

806 454 581 603

W PO RS D
bbb AL S
HAR RO D00 (DR )]

809 476 601 623

807 480 609 623
March 808 498 614 623
April 8%6 508 620 660
Wey 818 528 631 682
June 811 530 639 Ti1
July 830 542 646 77
Auge 833 543 657 723
Jept. 859 554 664 a0 752
Ot ac0 580 674 744
Hove 922 594 688 776 852 1007 825

Source: Getulio Verges Foundation
Brazil's Foreipgn Trade (in TUB$1,000,000)

Imports July Augz, Jan=-Aug, July Augz. Jen-dug.
Total 137.2 116.1 926.4 100% 100% 100%
UsA 4744 56, 278,8 35 31 30
CuB.%) Beb T 44.1 4 ] 5

Expoxrts
Tetal 128,6 101.1 83543 100% 100% 100%
TUsA 58.2 45a 385.6 45 45 46
C.B.#) 12,9 7.7 49.4 10 8 6

#)-C.B, Tefers to the Comunist Bloc, ineluding Ozschoslovakla,
Poland, Fungary, East Germany, Communiet Ohina, Rumenia,
USSR, Albania and Pulgaria. ‘

Source: Zeonomic and Financial Statistical Bervice,
Ministry of Finance.
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Agrarian Reform Bill Passed

Poesible Shortage of Wheat in 8o Faulo
ANF Subsidiary Inaugurates Flant in Sio Paulo
Japaness (ompany Manufactures Small Diessl Motg
Farm Tractors in Sfo Paulo

Caterpillar Starts Production of Road Graders
Abnormsl Rednfall in Se Paunlo

Agrarisn Befoym BAl] Passed

The agricultural reform bill (sse deapateh 233 of Deesmber 15, 1960)
finally wae passed by the stats laglalaturs on December 27 md can now
becoms law by the end of 1960 end go into effect in 1961, & few amendments
that do not materially alter the basic bill were also mpproved. GOne of the
smendmants reguires the government to issue within 15 deys the regulations

uov:r:tl_'.ng the Agricultursl Expansion Fund called for in the Government Flan
of Actim.

n90g-21/00°2E8

Comentt A vigorous campaign against the bill, mainly by the sgricultural
asscoiation FARESP, failed in its efforts to prevent passage this year snd -
the bill passed by a wota of 61 to 11, The Agricultural Expansion Fund is
ona of the three revolving fimds te provide chesp oredlt that have not yet
bean set up, although the regulations governing them should have been issuad
30 days after the Plan of Action went into effact in November 195% (ses: page
2, despatch 147, October 10, 1960).

i

SgH

Ascording to a losal press r-porh Ivﬂ\bl'hsl of bread is imminent e
wnless 150,000 metric tons of sheat are imported secn. Stocks of -h-n‘;u_J i

raported to be mmww oaﬂ% 1:!3513 are said to have slcwed

operations,
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The news despatch adds that the Wheat Industry Associstion of the State of
8%o Paulo has alerted the fadarsl government to this situation, which is imputad
to the fact that only B00,000 metric tons of wheat were received in 1960 against
an estimated requirement of 1.2 million tons,

3s AMF Sub In, in

AMF do Bragil 3. A., a subsidiary of the American Machine and Foundry Company
of Naw York, New York, inaugurated its expanded installations in 3fo Paule on
Decamber 18, The company invested US$ 1 miliion to manufacture cigarstie making,
paokaging, snd wrapping equipment for the clgarstte industry. The company also
plans to manufacture cther industrisl machinery in ths future,

Tha diessl motor manufacturing plant of X otore!
at Indalatuba, 3fo Paulo, was 1 ted on D ber 20 in the praesence of ths
Japanese Ambasssdor to Brazil, The company will start produocing ampll diegel
motors of 2.5 to 8 HP at the rate of 300 a month in January 1961, Production will
be doubled befors the end of 1961 when machinery and equirment imported from the
local firm's parent company, Yamnmar Disssl Engine Company of Oscka, Japan, is
installed, Yanmar employs 100 worksrs and: 12 Jspansse techniclans at its plant,

5. Zam Tragtors in Sllo Paulo
Two makes of locally manufactured tractors wera 1 bed on the local market,

The Pirst tractor menufactured by ¥almet do Brasil S, A,, at Mogi das Cruses,
SKo Paulo, was exhibited on Decembsr 27, The tractor is a wheel model, equipped
with a 40,5 motor HP diesel engine, Production is schedulsd at 235 units menthly,
tely 70 parcent of the tractor parts, by weight are losally manufactured.
Bafors the middle of 1961, the local part gontent will be raised to 82 percent.
Yalust do Prasil S. A. 1s a subsidiary of Valmst Oy of Finland,.

Companhia Brasileirs de Tratores of I Carlos, S¥s Paulo, started manufacturing
#0liver" tractors on December 28, Tne "Oliver" tractor is a wheel model, aguipped
with a 78 motor HP diessl engine. Initlal production capacity is 300 tractors
monthly.

Cogpanhis Brasileirs de Trakoras was recantly formed through the association
of Tha Oliver Corporation of Chicago, Illimois, with Peore: S
of Sfo Oarlos and Megbla S, A. of So Paulo,

6. Caterpillar Starte Proguation of Bosd Graders

Catefpillar Brasil S, A, Maguinas e ﬂ!gl, a subsidiary of Caterpillar Tractor
Company of Peoria, Illinois, prodiiced the st road graders at its plant in o
Paulo (ses item 2, despatch 272 of Februsry 5, 1960). About 55 parcent of the
grader parts, by welight, are of looal origin, whils the balance are imported from

| the United States. The company plans to manufacture about 100 graders in 1961,

The Tosd graders are sold at Cri 5,857,000 : =
L_present free market rate of m;‘;).’. (spproximately US$ 23,810 ab the
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Anorsal, Bainfell dn S¥o Paulo T

Exceptionally heavy reins in 8%o Paulo (the heaviest on record) wnish lasted
for nearly & waek, were responeilile for property damage which hae not yet besn
fully evaluated, The city distrista bordering the Tiet# and Tamandusté rivers,
which overflowsd, wers particularly affected, Ealnfsll was also heavy in the |
interior of the State of S¥o Paulo, but so far there have besn no reporte of
damage to farm crops.

For the Minlster Donsul Ceneralt

Seott C, Lyon
Amerioan Consul







[ For Dopartment Use Only
= tuan'!m.mu NDICATER
! o/ = i
FOREIGCN SERVICE DESPATCH 5}‘35('“”/’["‘&“

FroM : Amconsulate PORTO ALECRE Li

NO,

TO : THE DEPARTMENT OF STATE, WASHINGTON. Januar[,.rrga 1 61
Rer  : CHERP, C-l} JAN 5 - 1982

25
[rEr T ] R S P
Foe’[gpt. ! 3 / L 3 I?i

Uze Only |1 wTF [ GOH TR | ®WE
-1 10 ERVARARAERY:
REC'D AR [ARWY CELaFT7 ) =4
-3 b o /
suBiEcT: MONTHLY ECONOMIC SUMMARY - Rio Grande do Sul - Decemher 1961

-
Agricultural Developments
Domestlc Trade and Commerciml Aetivity
Forelgn Trade
Industry and Investment Developments
Transportation and Commmications
Finance
Labor
Miseellaneaus

SUMMARY:

Due to heavy rains recently, rice plantings are reported one
month behind schedule, Current wool production 1s reported
favorable, A drop in yisld of grapes 1s'reported due to excessive
ralns, <Current wheat crop down 50 percent from previouw crop.
Good retall sales reported for Christmas season. Local btusiness
commnity expresses concern over proposed agrarian reform and
taX revisions, Rice exports continued on a moderate scale, Wheat
shipments arrived from Argentina to supply locsl demands, Steel
plant to be constructed near Forte Alegre., Polish investment
proposed in the form of barter shipments, The free market
forelgn exchange value of the eruzeiro remained weak during the
month, The local money market eased somewhat, The inauguration
of additional power plants is expected to reliwe frequent power
ratiohings., President Goulart has laid cornerstone for new oll
refinery to be constructed here, Telephone and electricity
employees demand salary adjustments.
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sugyEcT: MONTHLY ECONOMIC SUMMARY - Rio Grande do Sul - December 1961

S

=
Agricultural Developments
Domestie Trade and Commerecial Activity
Forelgn Trade
Industry and Investment Developments
Transportetion and Communicetions
‘ Finence
Labor
. Miscellaneous

SUMMARY ;

. Tue to heavy rains recently, rice plantings are reperted one
month behind schedule, Current wool production 1s reported
favorable. A drop in yleld of grapes 1% reperted due to excessive
rains., Current wheat ¢rop down 50 percent from previocum crope.
Good retail sales reported for Christmes sesson, Ioeal business
community expresses concern over proposed esgrarian reform and
tax revisions. Rice exports continued on & moderate scale., Wheat
shipments arrived from Argentipa to supply local demands. Steel
plant to be constructed mear Porto Alegre. FPollsh Investment
proposed in the form of barter shipments. The free market
Toreign exchange value of the cruzeiro remained weak during the
month, The local money market eased somewhat, The inauguration
of additional power plants 1s expected to reliwe frequent power
ratdohlhgs, President Goulart has 1aid ecornerstons for new oll
refinery to be constructed here, Telephone and electricity
enployees demand salary adjustments,

1, AGRICULPURAL DEVEIOPMENTS: e v-rl
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r 2. Hicg - The genmeral outlock for loeal rice is reported
favorable, Flantings, though ome month behind schedule because of
excessive rains in October/November, are now proceeding under
excellent weather conditlons, In domestic markets, IRGA (Rio Grande
do Sul Rice Institute) has been selling in limited quantities due to
its insistence on cash sales, while dealers have been tinding resdy
buyers at 60-day terms,

b, Wool - For this year's wool olip, which may exceed 26,000
metric tons, the Bank of Brazil has granted A2,300 million in
ﬁ.mnci.ui. The wool quality has proven to be goood, and sales are
reportedly prueaedini well, with buyers paying as mich as @W,OO0.00
per arroba (15 kilos),

Cs _GF],%; = A 20 percent drop in yleld, attributed to a fungus
that was fostered by exmessive rains, is forecast for the coming
graps harvest. Quality, however, should be good, and prices firm,
Possibly as high as {#10,00 per kllo,

d, %Bgl; - Official estimates now place the current wheat erop
at 130,000 metriec tons, admost 50 fercent less than last year's, It
is reported in the press that the local Baneo do Estade do Rio Orande
do Sul will discontinue financing operations until new and disease-
resisting seeds will be available to planters,

2, T _ c IVITY:

Retallers report good sales for the Christmas season and
favorable collection experience, while collection experience on the

part of mamufscturers continues to deteriorate,

Comparative figures of total sales for November 1961 (latest
figure avallable) and Dctober 1961, and November 1960, ake as follows:

(In thousands of eruzeiros)
Hevembar 1961 Qetober 1061 Hovamber 1960
35,860,530 34,221,890 26,114,070
Source: Budget Buresu, State Treasury
Frotest of trade bills for Hovember 1961 (latewt.figure aveilable)
amoun ted to (20,398,852, as compared with #54,612,850 for October 1961
and @11,316,035 for Sovember 1960,
At 8 geheral meeting recently held by the varlous chambers of
comgerce in Rio Grande do Sul, the business community voleedits
apprehension about the forthaoming agrarian reform and tax revision

proposed by the Federal Government., A recommendstion was also made
for the approval of the “Alliance for Progrgss" plan with more
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information about it to be divulged to the people. The local T
commercial leaders appear to be, in principle, in favor of a plan to
control profit remittances on forelgn investments, but any changes
proposed by the Federal government should not serve to stop the inflow
of forelgn investments into Brazll, they stated.

3. ECHEIGN TRADIE:

a, Rige - Early in December the Polish-flag freighter "Juscefa
Conrada arrived in Porto Alegre to load 4,600 metric tons of milled
rice sold recently by IRGA to Po]@nd.

Bids from international markets have been promising,largely as &
result of poor rice harvests in the Far East. However,owing to strong
domestic demand, the lower rate of exchange for export dollars, and
the lack of por‘; faeilities which limit the shipping of local rice to
20/30,000 metric tons per month,exports of this commodity have been
on a moderate basls,

be = Local millers expect the arrival of an additlional
shipment of 35,000 metrlc tons of wheat from Argentina to supply
local demands, . '

C. : = It is reported that, for the first time,
two busass mede "a loegl mamufacturer of vehicle bodies{Carrocerias
Ficola of &axias do Sul) were shipped to Momtevideo, Ui'mli‘; It is
hoped that this initial shipment may lead to additional business in
the Uruguayan market,

i EVELOPMEN T3 1
ﬁnﬂ,,rﬂgﬂ; = {See Consulate's daapﬁteh No, 3li, December 5,
.

8.
1961, it onghderabls publicity has been given to the
recently formed s whose capital of @2 billion
was taken up mainly the Federal Economic Development Benk, with the

Banco do Bstado do Rio Grande do &ulﬁsand privete banks and lndividudla

participating to a lesssr extent, The plant is to be installed near
the new powsr plant of Chargueadas, some 2 hours from Porto Alegre,
and 1s expected te ba in full production within 3 years. Armmual sales
are estimated at @6 billion.

be WFQ% = In a recent visjt to Rlo Grande do 8al,
the Folish Consu oca in Curitiba, Parana) called on the local
superintendent of the On this occasion,; the
Consul stated that his country is interested ig shipping ngricuimral
mechinery and implements in exchange for Rio de do Sul products,
partiocularly soybasns, and that paper and ce f.mills would be
constmicted in the mreas to be developed under t¥s Fronteira Sudoaste
program, The Consulate will report further developments.

s = i
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a, = It is reported that the Federal Government
has appropristed the sum of {5 billien for 1962 to carry on work on
importsnt railroad comnections still unfinished in the agrioultural
areas of Rio Grande do Sul.

6. EINARCE:

a,. = A steady downward trend was notieced in the
crugeiro quotatlons until December 1l when the exchanga strengthened
somewhat with the exception of the Bank of Brazil rate which has
ramained at around H300,00 per dollar buying and @307.00 per dollar
selling, The depreciation of the cruzeiro commenced after the
passage by the Federal Chamber of Deputies of the foreign investment
remittance bill of November 29, 196l. The free market for'ui%
exchange value of the cruzeiro fluctuated from a high of (§568,00 per
dollar to a low of @395.00 psr dollar, compared to (535,00 and ({565.00
respectively, in November 1961,

Bpecial category dollars sold &b auctlons during the month
amounted to @,000, from a total offered of 6,000.00, leaving an
unsold ampunt of {5 .00, The agic pald Teached 33662.30 per dollar,”
No Iron Bloe agreement dollars were offered for sale,

b&W = Araliable local source reports that the
money.. et hes seen scme easing since last month, and banks have
been able to handle most of the short-term self-liquidating

regunirements of regular borrowing clients. However, loanable funds
of long tenors ara reported to continue avallable.

1962 ~ The State's 1962 budget, already approved
by the legis [ passed on to Governor Brizola, calls feor

expenditures over billion and shows a deficit of more than
#l,500 vmillion, The Government expects to diminate this deficilt by
credit operations té be authoriged by legislature.

gﬂ ?}; -~ On December 22, 1961 a Regilonal Economic Developmgnt
Bank for the states gf Rio Grands do Sul ta Catarina and Parana
was insugurated in Porte Alegre by Pres:l.&ent({ﬂmls.rt and the Govermors
of thess states, This bank, and a Reglonal Davelogmmt Council which
was inaugurated at the same time, originated from the Florianopolis
meeting in April 1961 with ex-Fresident Quadros,

T LABQRs

Managemsnt=labor relations were relativdify quiet during Dacember,
However, telephons aud elsctricity employees atened to go on
strike, if their demands for an adjustment in [N :giw.rl not met,
Telephone workers asked for a 45 percent incre ch, if tganted.
will he added to telephone bille. nthmh, at the end of eriod
it appeared that thers would a sat.

isfactory solution
reachsd,
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B, MIGCEILANEQUJ:

a. %ﬂ% = Early in December President Haedp of
Uruguay arrive orto Alegre for a brief visit and to discuss
mitual problems concerning Rio Grande do Sul and Uruguay, he stafed.
The discussions included the comstruction of a bridge over Quaral
River to comnect the Uruguayan city of Aetigas with Quaral on the Rio
Grande do Sul side; improvement of navigation in the shallow parts of
the Lagoa Mirim; a combined effort to eradicate cattle dlsemses;
improvement of trade and tourist relatlons.

b. Bolio - In a recent drive by the State Health Department to
prevent a Pollg outbresk, 125,000 children were Immoculated in tha
districts of Perto Alegre, Csnoss and Viamao, The "Sabln® vaccine
was usged in this :l.nnoeulahon campaign,

Co W = Short power cuts were contimued
CEEE BAte Electric Fower Company) during the month, apparently
for technicel remsons (overload).

On Dewember 22, 1961 Presideny Goulart inaugurated the thermow
alectric plant : in the Bags distriet, with sn initiel output
of 20,000 Kwv, The total output will be hO,éOO Kw, Inayguration of
the first stajze (18,000 Kw) of m plant, near Porto Alegre,
has been postponed f'or a few days apparently for techniecal reasons,

It is expected that the frequent power ratlonings in the Forto Alegra
ares will cemse when the Charqueadss plant is in full operation, Its
total capacity will be 72,000 Kw.

d. W-— President Goulart in his recent yisit to Rio
Grande do also laid l‘ﬁ. cornerstone for the Fetrobras oll refinery

to be constructed near Pirto Alegre, It is reported that its Initlal
capacity will be 25,000 barrels/day, based on consumption needs in
the areas serviced fr,y Porto Alegre. A pipaline.of 120 kilometers will
bring the oil from the sea terminal of Tramandal,

o mh&_ﬂ.gﬂ mﬁxmﬁ %E = It is reported in the loecal
press that the Conseiho e 8 ¢ Energia (Federal Water
and Power Councll) is now conslidering tha g;tition submitted by
Governor Brizols for expropriation of the Light and Power Syndlcate
Ltda,y; of Pelotas, s subsidiary of the American Forelgn Power
Company, It was stated that a decision would be reached soon. The
Consulate will report further detalls.

e o e e oo 0
the mein local pumplng station rto e
water shortage late in Docoubo;'. The‘ﬁ:fo ;

improve the situation with Federal funds recy ptained, and a loan
to ba granted by the Inter American Deyelopmemo=e for this purpose ,

LQG_.J Amembassy RIO
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: hﬂm--mmmﬂlhn:!.u, as a 60 perocent rise in miniwums
wagas largely made up for contimuous price rises, The eost of living ab
the and of November was 30,1 pereent above the January 1 level., The
1961 state budget was passed with s slight defieit, tut will ba unbalsneed
by an additiomal Gr 12,5 billion nesded to raise govertinent salaries hy
about 30 percent, The Sfe Paulo municipal budget was votsd with an
appreciable defieit, Substantial hard ourrency sxchange purchases for
importe reflsvted both a heavy import demand and fasling that sxchange (0
offerings for imports might be reduced poom. Soms whaat arrdved from LY
¢offes was shipped to Rupsis. The Latin dmerican Fres Trade Zone ws n
dlscussed in Bfo Paulo, Campinas (formerly Virascopos) international airme
port was insugurated t0 acocsmodste jebt planes. A bill ws
for tenders to operate the oity of SHfo Panloe telsphons concession. Tha (]
Agrarian Heform Bill besams law at the end of Deoember, Coffee movameit my,
was stabllised by offieislly sponsored yurchases, while ootton plantings s
wera dissouraged by delays in setting minimm prices snd were lowsr than ]
sopected. Sugar producers were interssted in increaning exports to the
Heat prices soared but receded somawhat in Dyosmber whan pastures
mroved, A wave of strikas for higher wages halted various astivities foma
Tew days sach, but all wers settled peaceiully,

" BUBD VT

Business was brisk doring the last quarter of 1960, A é0 parcent inorsase
hthﬂmn‘ohnldmudmommlshryhm.upform [ -
tinuows rise in the eosat of 1i; ;. aod retail eales for the holiday trade
movaoﬂ.ﬂupulﬂm'hﬂg_boq:hﬂmhd,udscﬂnfrdnjm
befors Christmas dampaned beying..’ Whol ;
period preceding the preaidential elevtion
from the good retall sales, M¥amufacturing aetivity
alowed down 5 1ittle by a seven-day strike of metal
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Ad valorem sales tax revenus rose in Ostober to Cr$ 6,65 billion, from
Or$ 6.5 billion in Beptember, and sgain in Novamber to Or# 6.7 billion, In
November a sibmtantial incrsass in collagtions in the city of 8o Faule ot~
welghed & drop in revenue in the interior, and reflscted the active retall trade
and the slight slowdown in manufacturing due to strikes. The cost of living rese
by an additional 3.4 psrcent in October snd 6 percent in Novesber over the January 1,
1940 level, bringing the total inorease in Sfie Paulo during the current year through
Novembar to 30,1 percent. =

EINAN!

The Ko Paulo state legisluturs voted the 1961 state budget with a deficit of
Or$ 600 million in total expengitures of just under Grd 107 billionm, 196
stats budget will presusably be unbalanced by an sdditional Or$ 12,5 billion nesded
to pay the appreximately 30 peromnt ingreass in government salaries proposed by the
adninistration to go imto effest on Junuary 1, 1961, A goversment spokemsan said
that fimds for the salary readjustment would coms out of the Flan of Aetlon, snd
indioated that some public works would be postponed in order to bs able to make the
funds aveilable,

Tha Bfo Paulo municipal budgst was voted with a defiolt of Crf 1,904,645,815400.
g:gmditmu wara placed at Cr§ 14,643,150,815,00 and revenus was sstimated at
12,738,505,000,00. The Mayor signed the budget as voted, but immedistely froze
expmdituree in the amount of the antieclpated defiodt. ’

Sale of the shares of the 8 F. \1 was officially
alossd on November 30, at wilch tims & 1ittle over &0 percent of the Cr§ 1.6 billiom
worth of shares originslly put up for sale had beea disposed.of.

The First Natlonal Convention of Inocme Tax Officiale wms held in S¥o Paulo
from December 23 to December 28. Some of the suggestions approved by the Conven—
tion were: 1) allow payment of ircoms tax through banks; 2) speed up paymmnt of
refunds due tax payers; 3) give more attractive discomts for tax paymenis mads
in advanoe; &) blernial inoome declarations for phyeicsl and juridicsl persons;
5) automatic readjustmemt of dedustions for families In relatlon to the coat of
living; 6) deduction of mchool eduseilonal expenses from gross incoms,

JORETON TRADE

During the fowth quarter US§ 36 millicn im hard curremcy was sold in ¥
Pavlo for imports, over and above ths usual amounts offersd at the foreigm
auttions. This compares with extra purchases of US$ 23 and US# 15 million in the
third smd sscond quarters of 1960, Whils thess extra purohases dencte a heavy de=
mand for imports from hard currsnoy oountries, they also reflsot a growing foeling
x:tfordm axchynge offorings for imports might be reduced soon and the cost

B0 up.

During the quarter 6,500 metric tons of whast arrived at Jantos from Russia
and 63,242 bags of coffes were shipped from that port to the USSR,

The Latir Amsricsn Free Trade Zone was discussed in Sfo Paulo in Novamber by
Federal officisls, who dietributed guestiomnaires to be filled out by those
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in developing or expending trade in the gone. The initlal reaoction in Sllo Paulo
was one of concern over the possibility of competition with demestic producers
developing in Brazil from suppliers in other countries in the mons.
skopticism in devsloping exports wae expressed bacsuss of the instability of
prices in Brazil and the deficiencles in export finaneing.

REW TNVESTMEN

The following nsw investments were made or announced during the fouwrth quarter
of 1960

Cowpanhis Produtora ds Vidro-Providro S, 4. is investing USE 964,000 to set
up a plant to manufacturs safety glass for motor vehidles, Constructlon of the
plant at Cagapava was started in December, and is expected to be completed by the
end of 1961, Machinery end equipment will be imported from France, Belgim
Cermany, and Canada, Major sharsholders in Providro S, 4. ars the Dreyfus Group
snd Glages de Boussais of Paris, France; Union des Verreries Mécaniques Delges
8, A., of Charleroi, Belgium; and Deutsche Libby-Owans Gessllechaft of Gelsenw

N A 0 ) 18 ¢ ORSIrcic & AL :

a total of US§ 7.6 ion in machinery and equipment fro w.
to expand its manufacturing facilitiss at Sife Bermardo do Campo (SePe}. The o
ment will be used mainly in the p iger car & ly line. '

w.—h a SKo Paulo firm associated with Unien
Chimique Belge of Brusssls, Belgimm, and ome of the major produsers of phthalic
anhydride, will receive machinery and aquipment valued at US§ 161,000 from its
assoclated ommpany to expand producticn.

OND] Eraglle g8 ds Bajog of SYo Pamlo will import
machinery snd squipment worth US§ 162,000 from France to expund its produsticn
of nylon and viscose yarn. The equipment will be supplied by Societf des Usines
Chimiques RhBne~Pouleno snd Societ# Rhodiaceta, both of Pards, France, who have
already invested a tobtal of nearly U8$ 2 million in the loaal company.

C "

3 idetrds Brasileira ds Produbos E rfnlcos Flftrigop, a subsidiaryy
of No Ve 8 Glosilampenfabrieken of Eindhcven, Netherlands, will receive from
its parent company machinary and equipment valusd at US§ 90,000 to manufacture
radio transistors, ITbrape already manufacturss radic and 'l" valves, condensora,
loud~spsakers and soukets.

Robert Bosch dp Bragil S, A gidst. Comlrglo de Acenpo of Campinae,
already one of the largest auto 8 mannfacturey in Brasil, will expand its
manufacturing facilitiss to prodwe injection and hydraulic squipment for the
tractor industry and will impert the necessary machinery, velmd at USH 3.4 millions,
from its prineipals, Robert Bosch G.msb.H., of Stuttgart, Germany. u

Indistrias Oufmisas ElstroeClore 8,A,, & large manuffacturer of chemical
products controlled by Solvay et Cie. of Brussels, Belgiue, will import US§ 9_6,_0?

[ mictassTPIED ‘
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worth of mechinery and equipment from Belgimm to expand its production of |
polyvinyl chloride. !

The French Jacques Leroy group, major shareholders in the department stores
Le Printemps, Magasins, Prixunic, and Les Grands Magasins, of Paris have, in
amsochation with Jean Lemberger of Paris and the Dutch American Mercantile Cor=
ration of New York acquired 5L psrcent of the shares of - Gla. de
omereio, Industrias s Representagfes of SHo Panla, a Cr§ 500 million
gorporation, cwns and operates two department stores in S%o Paulo, and another in
Rio ds Janedro, The company will be reorganised under the presidency of Mr. Jacques
Lsroy.

TRANSFORTATION AND COMMUMICATION

The Campinas (formerly Viracopos) international mirport near Campinas was
officially opened to regular oparation on October 19, 1960, and is now used by
international jet planes coming to 5%o Paulo, The trip from Campinas to the olty
of S¥o Paulo is made by bus and takes sbout two hours, During the first full menth
of operstion, a total of 261 take-offs and landings wers recorded at Campinas and
4,42} passsengers embarked and diswmbarked.

Congonhas in the heart of the elty of SNo Paulo continued to be used
by domsstie and intermational small jet and propeller~driven airoraft. Dur:
the first eight months of the current year 30,488 planes landed and 30,595 took
off from Congonhas, Passengers embarking totaled 527,025 during that pericd, and
535,918 disembarked, whils 103,574 passengers wers carrisd in transit.

Shipping at tha port of Santos has been heavy. During the first nine months
of the current year 3,07 vesesls entered and docked at Santos. These unloaded
7,405,205 metric tons of carge and loaded 1,719,256 tons, inclading 6,332,947

bags of coffee of 132 pounds each.

Early in November the port of Santos waa beocoming ccngssted because of several
days of heavy raln that hsmpered cargo handlihg, and a strile of coffes baggers and
handlerg, Several vesssls scheduled to load coffes hy—passed Santos or left after
a few hours in the harbor, The congsstion, howsvaer, was cleared up after the
strike endsd on November i

In the olosing days of December the Municipal Counc¢il pessed a bill anthorlising
the Mayor to call for bide to provide telephone mervics for the city of S¥o Paulo,
The company now operating the service ig doing eo under an expired contract. It ia
proposed to publish the sall for bide both in Brazll and abroad and to give a lead

-4ims of three monthe, The Mayor still has to sign the bill,

AGRICULTURE

The most imporfant event im sgriculture during the quarter was passege of the
8¥o Patlo dgrarin Reform Bill during the last days of Degember, in the fase of a
strong camyn:lfn against passage sparked by the Federatiom of S¥e Paulo Rural
Assoclations {FAREIP), The opposition of land owners was primarily agalnst the
ineresss in the land tax on uncultivated land rieing on a sliding scale to &
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porcent on the largest tracts. The law Just passed is mimed at inoreaming agri-
cultural production by greater partiecipatlon of the emall farmer, While it cone |
taine a clause permitting sxpropristion of largs unoultivated tracts of land, it
glves the owner a year's notice to make it productive befors expropriation takes
place,

The end of the quarter found agriculturs moderately prospsrous, with
encouraging prospecte for the coming ysar. During the quarter the marketing of
the vital coffsa orop proosedsd normally, stabilised by officially aponsorsd
purchasas, in contrast to the disorganized and stagnant market before officlal
intervention became effsetive in lats September, The trade estimatss this year's
harvest (1960 = 1961) in SHo Panlo about 7,200,000 bags of benaficiated coffee
(132 pounds each) oompared with 15,609,000 for the previous ysare Ths next erop
is expected to bs 11,000,000 bags or less.

Unofficial December estimates were that SEo Paulo cotton plantings were
smaller than originally expected, partly becanse plantings wars discouraged by
the Federal Government!s delay in setting a minimum prise for cotton. The coming
harvest wae expacted to be little if any above 200,000 metris tons of limt cotton,
somparsd with the 1959 erop of about 185,000 tonss Even allowing for increased
production in nearby Paran, to be marketed through Sk Paulo, the amount of cotton
avallabls from the coming orop for sxport from the S8e Paulo market was expacted
to be less than 100,000 metris tons of lint cotton.

Silo Paulo sugar producers continued keenly interssted in the possibilitles
of imereased sxports of sugar tothe United States. It was stated that, without
puch exports, large quantities of cane would remain wment——snough to produce
about one million 122-pound bags of sugar.

Tring ths quarter the price of beef cattle moared to 1,450 orugeiros psr
4rioba of 23 pounds, deliversd at the slaughterhouse~—nearly doubls the price of

a gear before, Betaik prices reached 300 erussiros a kilo for the best cuts in
October, for which there was mo price eontrol. Price controls on the cheaper ouks
were sbolished November 28, bub this mads little differsnce, ss these contrele had
bsen flouted anyway. Howsver, the coming of the rainy seasin improved psstures

g0 that increased muppliss of fattened cattle led to moderate price redustiona

in Devenher,

LABOR
Nn?mlomnwtbyluwor:tﬂh-durug"‘-m“ >

by worker disscntent with sharp rises in ths cost of livimg combined with left~
wing agitation, In October snd November, maritime snd railrosd,werkers, pori-
workers, meotalworkers, typographical workers, packinghouse workers, sirsstear
cperators and workers, and longehoremen a1l struck in support of demands for
highsr wagss, Further trouble was headed off mhen textile workers, glass workera,
dairy worksrs, cabinetmakers, bank clerks, ohemical and pharmaceutical workers,
and railroad workers on the Sorossbans and Paulista lines reached agresmsents
granting wage increases without resort to strike., In December alrline ground

| arew perscnnel joined in a mationwide nine=day sirlke, whioh was finally ssttled
when the Suprame Labor Court awarded thes a sisssble ingreass in wages.
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The first of the major strikes ccourred on October 25 when 25,000 shoes
workers struck for four dsys and petumed to work when the Reglonal Labor Court
awarded them an increass of 25 percent, On October 27, 2,500 longshoremsn
handling coffes in Santos struck end brought coffes shipping to a halt, This
walkout lasted five days, snd was settled when the longshcremen accepted a wange
increass of 38 1/2 peroent.

The striks wave gained real momentum on October 31 when an estlmated 120,000
metalworkera walked off the job and halted production In metal, machine, and
electrical appliance plante in the capital city. The strike was sebtled on
Hovember 7 when the Reglonal Labor Qotrt handed down a wage award of 40 percent
which was accepted by the metalworkers.

The mstalworkers® strike was acoompanied by s companion strike of some 20,000
typographical workere which lasted two days and was settled by an agreement which
provided a inoreaase of 31 percent for printers employed by newspapars and an
inereass of 36 percent for printers working in publishing houses,

On November 8 the strike wave reached ite pesak when a nationwide strile of
maritim end railrvoad workers tied up the port of Santos, and shut down the
important SantoseJundisl reilroad for three days. Tha workers smployed by govern—
ment=owned entarprisss struck in support of their desands for a 30 percent wage
incresase which would bring them in line with salaries of the military which had
bsen recently incresased. The strike was ovalled of f on November 10 when the
national striks committee st Blo announced that the Braszilian Congress would
inter glls smact the wage increase,

On November 12 packing house workers struck for 48 hours and won wage increasss
of 40 percent. Streetcar workers smployed by the city-=owned streetoar lines struck
for six days in protest over nonepsyment of back wagss. Bus drivers walked off
the job and won a 4O percent incrsase, i

The wave somewhat abated after the packdng house workers retumed to work,
Agreements granting wage increases of 37 1/2 percent wera reached in the textile
and glass industries, and bank clerks, dairy workers and cahinetmekers accepted
similar increases, The wave continued to alacken when an agresment was reached
on November 19 which settled a strike of some 600 biscuit workers by
a British firm which had lasted 158 days. During the same weelt a strike wam
headed off on the Panlists railroad the workers agrsed to acospt inorsamed
wages of 30 percant. The Santos area also returned to normaley when chemical
workers called off a strike of four days and accepted a 40 percent wage increass,

The strike wave finally ground to & halt during the last week of November
when agieaments granting wage ingreases ranging from 35 to 40 percent wsre nsgo-
tiated by brewary workers, leather workers, jouwrnaliste, and ccamereial workers

without resort to strike. 2; / %}
Wlliam P, Cochran, Jr,

Minister Congul General
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[oasswm |




. » Pge T
[wowsswemm | Bt Mo
(Clarsifieation Desp. 'jﬁmifu 8o Paulo

From

I Contributorss

Businese Activity, Finance, Forelgn Trade
Transportation and Commmication
Agriculture

New Investments

Labor

Statistical Annex




STATISTICAL APPENDIL

Third Quapter  gtober
Ewvmus of State of Slo Faulo frow Salss
& Coni Tax (bdliions of cruseircs)l/
1 19,002 647
1959 - 13,004 »,583
Total State Eevemme from toxes
(billions of arnmmiroa)z/
2,593 7,905
1959 7 s u,To T9
Kwstri: Fower Coommption of Dndustry
Stats of 3o Faule (willions of F¥H)3/
1580 1,000 3hk
1959 &9 27
Hotor Yehisls Predistion in State of
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1960 4077
1959 %7
Petitions in Bankrupbey in City of
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05
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3

1959
Petitdons for Crwditerst in
ey g i v

8

18
195% 37
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: ¥ 1,683
1959
Notes Protastsd in Ciby of 3o Paulo
(milliomg of orusedro:
33
195% 359
Cost of ldving Tpdmx: Btatistical Depb. of
+hn City of Mo Pmlo {weighted sreraget F
. Bass 195 = 200)5/ %

p 1960
: 195%
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L/ FRavenus figures are bassd on & sales and consigmeent tax rate of he2
pereent, ‘
2/ "Excluding accounts computed at year ends
3 ]Pﬂlﬂﬂ.c Power G:nmmpbion covers sales by th:l tu; main compenies (Sl

Fo [
_ﬁ‘l’, whioh together account for over 98 percent of total powr supplied
o industry in the State of S¥o Faule.

Dats cn Pstitions in Bankruptcy, Petitions for Voluntary Bettlsments,

and Nokes Protested refer solely to the Uity of S¥o Paulo, and reportedly
rapresent over 80 parcent of total bankruptoy and settlement petitions
end netes protested in the Etate of S¥o Faulo,

The Cost of Living Jndex put out by the Statlatloal Department of the
Sffo Paule Prefaitury is admitiedly inconplete and tands to show lese
then the metval rise in cost of living for low-paid workers.
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1. éuff’ee Exporis:

Coffee exports during the month of Decemb
were 1,123,105 bags (preliminﬁﬁr}. Exports during the 8
g

last year Were 1,103,524 'nmggm“ 4

i ST
Total exports for the aurrent marketing year, July 1~December
28, 1960 were 3,636,56é2 g, compared to 9,810,752 bags during the
same perlod of the 195 f EE.}nﬁ gsar. ;
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Presidents Instricts Minigtry of Pinsnce to Accept
Responaibility for Maintenance of Value Frovisions
Tnder Second Public Law 480 Agresement:

On December 23, President Kubitschek signed a Decree providing
that the Ministry of Finance will accept reaponaibility for any
cruzelro "losses" deriving from the maintenance of value provislons
of the Public Lew 480 Agreement of Deosuber X1, 1956 as amended.

The potential cruzelrc " osges” derive from the feet that wheat sold
to Brazil under that Agreement produces crugeiros which are loaned
to the National Evonomic Development Bank at Cr$100 per dollar, but
mist be repald, over a 40-year period, at the peme dollar equivalent,
_.wherever variation may take place in the pertinent rate of, exchange.
With the present free rate of Cx§205 per dollar, for example, Toughly
tyice ms many cruzeiros would have to be repaid by the borrowing
institution then were bowrowed. By reason of the new Becree the
National Fressury will be responsible for the supplementary
arugeiro peyments, thereby relleving the National Economic Develop-
ment Bank of that responsibility. (UNCLASSIPIED)

Gomment: The major significance of the new Decree is that it
was designed to eliminate one of the prineipal barriers to the
provision of additional wheat supplies to Brazil under the Second
PL 480 Agreement. The Netional Hconomic Development Bank hag long
refused to borrow PL 480 cruzeiros under +he Second Agreement because
of its reluctmnce to zceept financisal responeibility for the
eruzelro "losses" under the maintenance of value proviasion. Three
‘days after the iseuance of the Decrse, the National Economic Develop-
ment Bank formally requested USOM to transfer approxinately Cr§?.3
pillion to the BNDE on loen, thereby olearing the way for addition-—
gl wheat sales. -  ° (OFFICIAL USE OFIY)

3, U.S.-Brezil Whest hgroement Extended to Meet Bumerzency

is @ result of an exchange of diplometic notes tetween Brazil-
ian and United States Government repredentatives 1n Waghington on
December 29, 1960, en sdditional 500,000 tona of wheat was mede
gvailable to Brazil during the first aix months of 1961. Because
of the imminent shortage of wheat in Brazil, the United States
Government welved certain criteria which must normelly be required
pursuent to Public Law 480, rather than see the old agreement
expire December 31, leaving Brazil with a greve shartage.

{UNCLASSIFIED)
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4. Bank _of Brazil Modifies its Oun Free Market Guotations: *T

The Bank of Brazil has announced that it will hereafter
purchase free market dollars at 0r$190 per dollar and sell them
at 0r$195 per doller. Sifjee the Bank's gquotations had, for several
months, been Cr$182 (buying) abd Crdl8s selling) per dollar, the
chenge in the Bank's rates provoked wide-apread publicity, leadifg
gome newspaper analysts {o ‘the conclusion thet the change of quot-
ations somehow represented a significant polia{aésgggPASSIFIED)

e e S e

) Comments In fact, the change of guotations has 1little signi-

< pigance. The Bank normally purchases free market dollars ofly from
foreign correspondents who have no more convenient method of
acquiring cruzeiros, evenihthough the present free market rate in
Bregilian exchange houses is in the neighborhood of Cr$200 per
dollar. The selling rate in exchange houses is in the neighbprhood
of Or$205 per doller., The Bank of Brazll sells dollars only to its
regular clients who can show that ‘they have a contractusl reguire-
ment mbroad, and such seles have averaged only about $4 million’
monthly over the psst several months. A Bank of Braszil officisl
has confirmed %o the Embessy that the change of quotations has no
practical significance and is only designed tc reflect a bit more
realism, (OFFICIAL USE ONLY)

RN

S SO

Ss Netionsl Export Bank:

A technicel study creating a National Zxport Benk end prepared
"gy the Finance Minietry was approved by the STMOC Council-spmiddEd
be sent to the Federsl Congress.

The purposs of the bank is the financing of sales of Bramilian
products abrcad. The panl's resources shall be made up of 1) &
tax falling on the exchenge surtexes paid for smported goods; (2) the
interest accrued to the balance of the Exchange Profit Account (Agio
Account) end (3) the bank's net operating profigs. The bank shall
be a state~operated agency and its Board of Directors freely appoin-
ted by the Pregident of the Republic. To fulfill its purpose the
panlk shall provide medium end long-term financing or refinancing of
capitel and consumer expord goods and shall purchase local expart
producta for warehousing and subseguent sale abroad whenever decided
convenient. (UNCLASSIFIED)
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From_Bic de Janeiro

6. Automotive Developments:
Trgctor Lmunchinze:

Two Breszillan-mede tractors were launched in December: the
£iret Ford Motor do Brgsil 8/A tractor mede in Brazil has 54 HP
and wes buwilt with 70% of its perts made in Brpazil. Iate in
December the Gia. Bresileira de Tratores in Bao Faulo officielly
introduced its first Oliver 950 tractor. The Cliver 950 wes 78.7%
netionselly produced and with 65 HP is the moast powerful of all
tractors planned for mamufacture in Brazil pooording to government
gpecifications.

New Willys to be Inbroduced:
Willys Overlend do Brasil has announced plans to introduce a
new line of 1ight trucks with four-wheel drive, for city or country

driving. The compeny has aleo reveeled plans to introduce a new
car, the "Sacy". (UNCLASSIFIED)

Ta Call for Tenders on Rio-Niteroi Tuhnel:

The Diario Oficisl for December 22 published the long-aswaited
and ﬂaong-de‘ﬁyed invitation for bids for the construction of the
proposed vehiewler tunnel under Guanebera Bay between Rio de Janeiro
and Niterol (the capital cf the Etate of Rio de Jansiro). According
to the eall, bids are to be submitted not later then Juns 1, 1961
to the Ministry of Trengportation in Ric de Janeiro. Conatrucetion
mst be finsnced by the interested filrmy and coats of construction
are Lo be reimbursed to the firm by toll collections during a period
of 50 years and by sales of lende reclaimed from the bay on the
Niterol side of the tunnel., The publiocation of the cell for tenders
wag preceded by & sharp public exchange ‘between the Transporiation
Minister, who stated, in an obvious reference 4o the private Commit-
tee For the Construction of the Rio-Niteroi Tubnel, that the
Minigtry was the only mgency guthorized %o provide information on
4he call and that the interferenoe of third parties had only c¢on-
fused the situation, and the cheirman of the Committes, who acoused
tne Minister of having been Enemy Fo. 1 of the tunnel end of having
delayed approval of the call until the former cwner of the exprop-
riated Witeroi-Rio ferry company had been indemified. Several
foreign firms, among them Japanese, German end Prench companies and
‘the U.S. Perini group, ars sald to be interested in the job.
(UNCLASSTFIED)

Comment: The cell for bide is of course a major step towarda
' the eventusl construction of the tunnel. Iocal trensportation ]

o
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circles, however, remein rather skeptical about the actusl resliza-
tion of the project. (OFFICIAL USE OFLY)

B. Increasing Finsncial Difficulties of Federal Rallway System:

Evidences of the financial #ifficulties besetting the Réde.
Ferrovidria Federal inoreased in the pest two weeka, The Réde is
faced with an estimpted gaf of pearly Crd5 Dbillion between its
expected groass recelpts of Cr$28.6 billioh {Cr$15 villion in oper—
ating recelpts plus Crfl3.6 billion in subsidies) and its estimated
expenditures of Cr$33.5 billion, and in consequence it has been
operating on a atrictly hend-to-mouth basis, without encugh receipts
to meet obligations., The results have been delays In meeting pay-
rolls, thus leading to strikes and threats of strikes, and defaults
in peyments to supplisrs, who have threatened to suspend deliveries.
Only & December 15 order issued in the "interest of naticnal gecurity"
by the Nationel Petroleum Council %o the foreign oil countries to =
continue to supply the Central do Brasil averted a threatened stop-
page by Shell of the delivery of petroleum products to the road,
the most important if Brazil. In further evidence of the tight
altuntion, the federml muthorities decided %o pay the suppliers in
Treagury Letters, which can be discounted immedlately bub of ccourse

_at a loss to the suppliers. On December 24, Central do Brasil
workera struck for two hours in protest sgalnst delsys in pre-
Christmas wage paymenis, which the Central explained were caused
by failure to receive funds due the railromd by the Rede. This
work stoppage followed by three days a one-day walkout for essen-
+ially the same ressoms on the Leopeldina, and there were strikes
in other parts of the country., Some newspaper commentators sugges—
ted that the administrators of the railrosds were encouraging the
strikes in order to exert pressure on the REde to release funds.

In its turn, the Réde, supported by the Bresilian Reilrosd Asso-
ciation (composed principally of reilroed suppliers and contracters)
and the important Engineering Club, issseeking emergency funds fron
the President snd is trying to obtein Congressional approval of a
late October request by executive branch for a gpetial credit of
Cr#5,78 billion to mest the shortfall of Cr§4.9 billion and to
provide some badly needed investment capital. This bill is gtill
id committes. : (UNCLASSIFIED)

|

gggggg_: The minimum funds necessary to the continued operaticn
of the nfide and its component roads will almost certainly be made
aveilable in one form or snother. This, however, will mean only the
overcoming of an immediste crisis, and the exiremely difficult
L?rohlem of placing the operation of the government railroads on a l
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rational basis remmins and grows more urgent. To attempt a solutlon
will be one of the greatest tagks of the new administration. !
(OFFICIAL USE ONLY)

9. Zeel Laid for largest Vessel in Shipbuilding Program:

In a December 16 ceremony at the Verclme shipyard under con-

. struction at Jacumcanga near Angra (os Rels in the state of Hio de
Janelro, the keel of the Henrigue Lage, the largest (10,500 DWT)
ship yet to be Puilt in Brazil, was laid. The cargo vessel, which
48 intended for the internstionsl routes of Lloyd Prasileiro, is
scheduled to be launched in June end delivered probasbly in December
1961. In statements made prior to end et the keel-laying ceremony,
Cornelius Verolme, president of the shipbuilding company, stated
that in the very near future the Jacuscanga yard would be ablé& to
construct four vessels the size of the Henrdque Tage simultaneously,
that the yard was technically equipped to construct anather building
way cspable of handling vessels of up to 80-85,000 DWT, end that
within & year the ysrd would be able to repair ships of the size of
the aireraft carrier Minas Gerais, which the Verolme yards in the
Netherlands refitted and modernized. (UNGLASSIFIED)

Comment: The Verolme yard, built in a remote and unpopular
ares, has not progressed so rapidly as the Ishikawajima yard in Rio
de Janeiro, its prineipel competitor in the infant Bregzilian ship-
bullding industry, which will launch its first ship of 5600 DWT
this month and has & total of three under construction.

: (OPPICIAL USE ONLY)

10. Herdwocd Exports to be Prohibited:

. The National Pine Institute hes opened investigations to £ind
out which of the Brazilian hardweods shoulé no lomger be exported
in the form of lumber owing te thelr rarity, thelr industriel value
and the poseilbilities for their industrimlization In Brezil. TUp to
now only Brezilien pine and "imbuia" have been protegted by guch
regulations, end such woods as Brazil-wood, "Jehastiao Arruda" and
Bahisn Jaceresnds are still exported as lumber, although these would
be more valueble as exports after having been made into veneers,
plywood or boards. This matter, as well as the case of mahogany
and other Amazonian woods, was discussed recently by representatives
of the timber trade. Another meeting will be called as soon as
replies are réceived to a gquestionnaire which was gent to the
Governors of the interested stztes.

L# | (UNCLASSIFIED) J
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11. New 0il Producer in Bshisn Région:

PETROBRAS reports a new oil producer in the Behila graben
between the Burmeice and Cassarongo flelds which were discovered
in 1959. The new well is eatimated to Le able to produce 1,000
barrels per day and is located north of the town of Brejinho.

(UNOLASSIFIED)

12, FPETROBRAS to Fwploy French Geologistas:

It is reported that n director of PETROBRAS has said that
Prench geologiats will be employed to check the geologic opinion
of Walter Link, the Americen who hes concluded hig employment
econtract as chief of PETROBRAS' Exploration Depariment.

(UNCLASSIFIED)

13, REAL Route to New York Attacked:

Ultima Hora, Ric leftist, nationalist daily, in its December
30 mfternoon edition carrled a front-page story datelined Brasilia
deporibing o "one of the greatest scandals in Brazilism edvil
aviztion" the authorization granted by Alr Minister Mello tc Real-
Aeroviss to operate to Mew York via Lims (BWER, Emdes 508, Dec. 19).
According to the story ,the December 27 signing of the contract.
for the New York service in the Directorate of Civil Aeronsutica
heé been cerried out against the express orders of President
Tubitschek and had ignored the opinion againgt the granting of
the route tc REAL issued by CERNAI {the Gommittee for Stuéles on
Thternational Alr WNevigation, the Air Minister's policy advisory
tody on internaticnzl avistion matters). The story further alleged
that a basic condition for the concession of the roule was the
purchess of control of REAL by the Grace Line and that Jorge Jar-
nicero, owner of the Argentine mirline Transcontinental, was ‘the
intermedlary in the deal.

The next day O Jarnal (of the Chatesubriand group) carried a
gtatement by Lineu Gomes, HEAL President, in which he (a) denied the
purticipation of foreign airlines in his company or in the contract
far the New York route; (b) characterized the report te the opposite
effeot in Ultima Horg as deliberately false; {e) ztated thet the
operation &f the route by REAL in no way wan counter to existing
regulations; (d) claimed that two ether Air Ministers prior to
Mello had reccinized the legitimacy of the arrangement, which had
not been executed because certain legal requirements had not been
| fulfilled; end (e) declared that President Kubitschek had not given

[
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express orders that the agreement not be signed. (UNCLASSIFIED)

Qomment: At this writing the Embassy hes no firm information
on the behind-the-scenes moneuverings which geve rise to the
exchange summarized sbove. It should be noted, however, that
Uliima Horam has been used frequently in the pest ap & trensmission
Yelt for the views of Rubem Beria, President of VARIG, which, as
the Embassy noted in BYER, Emdes 508, has always opposed REAL's
entry into New York. As the Embessy slso stated in that BWER,
thers has been up to this time no overt oppesition by Berta to
the REAL grant; the Ultima Hors blast mey reflect a campaign by
him to prevent Gomes from realiszing his goml of operation to Wew
York., As for the details of the exchange: (a) it is true that
OERWAI wae not consulted by Mello on the awerd to REAL and that

_ CERNAI as & matter of policy is opposed to having two Brazillien
carriers operate the same or parallel routes when foreign carriers
are slso serving the routes; fb) it would appeer most unlikely
thet Grece interests would want to "purchase control™ of REAL
becsuse of--to mention only domestic Brasilien reesons--the atrong
trend toward limiting foreign participetion in Brazilian air
carriers (BWER Emdes 508) and REAL's very shaly financial positionj
and (c¢) Jorge Cernicerc is supposed to have financed REAL's pur-
chage of Super Censtellations, and REAL and Transcontinental had
an operating agreement for a relatively short time in 1958-1950.

(OFFIOLAL USE ONLY)

. 14« @Guonebara Government Administers Rio Trolley Hyatem:

Susnabara Governor lmcerds on December 27 signed a decres
estebliphing a Provisional Administrative Board to operate the
trolley cars (hondes to the Carioce) of the South Zene of the
city of Rio de Janeiro after December 31, the day the concession
of the present operators, & compenent of the Canadian "Light Group"
expired. The decree carefully apecified thet the administration
of the trolleys did not signify that the state government wes
aceepting the property of the former concessionaire, which is the
subject of a legal action brought egainat the Light by the state.
In general the government cleims that some properties belng retiur-
ned by the Light (which had willingly relinguished the TO-year

* old concession on the groundsthat it was not profitatle) are not
in good condition and that other properties which are sald to be
worth Crd5 billion and whioh phould heve been returned have been
sold over the years to private interests. The legal gituation
seems to be very complicated and the issues will probably not bha
settled for some time, According to a stotement to the press by
& labor official who had been present at a final meeting betwsen

[ OFFICIAL USE ONLY |




|

¢ P: gr__g__ f
[ OFFICIAL USE omrY| - Enl. e "

{ Classification) Desp. No.
Fi

Tacerda and Iight officials before the signing of the decree,
Tacerds advised the Light representative, in s menmcing tone, to
conduct themselves failrly with the s}ete in the case of the trolley
ears since 1t wes not only the frolleys that were rumning wrong in
Rio but mloo the elsctricity, zas and telephone gerviceg,all forming
part of the Light group. The telephone company is slready under
partial intervention (BWER, Emdes 508, Dec. 19). ;

The 200 trolleys serving the South Zone were supposed to be .
replaced by 175 Itselianltrolley buses but there has been no decision
made concerning the legal form of the company (private, or mixed
gcvernmsnt-privata) to be get up to operate the new equipment.
Furthermors, only & handful of buses heve arrived and the necessary
power and overhead installations are by no means complete. .

(UNCLASSTFIED

Sgmmend: The chances are good that the Houth Zone will continue
to have the bondes for some time end thet they will be opereted by
the government-—quite probably worse than they were being run by the
concessionaire. The Light, however, is puifering reverses from a
public relations standpoint which could become sericus for its
frosder operations in the power fleld. (OFFICIAL USE ONLY)

15. Aviation Strike Ends But Unrest Continues:

After n ptbike of eight days (BWER, Emdes 508, Dec. 19)
sviation ground crews and air carriers sccepted on December é]. the
opinion of the Jupreme Tebor Oourt which suggested s 35 yercent
increase, vwith a meximm reise of Cr$10,000 and no minimum, and a
10 percent increase for workers receiving the minimmm wage. In
spite of this sgreement the situation continues unsettled because
woat of the companies affected by the ptrike, claiming that the
atrike had been declared illegsl, refused to permit the return of
& subatesntial number——the most frequent estimate seemed to be 1000—
of workers. A special union commlittee 1n defense of the aviation
workers end "in defense of the right to ptrike” has been set up,
and an appesl for support has been nade to labor federations and
confederations throughout the country. Sergio Magalhies, PTB
Deputy from Guanabara, has promised, in retalietion ageinst the
gttitude of the eir carriers, 1o block any proposal for subsidy to
the companies jnvolved and to form a Congresaional bloc to essume
the same attitude and to fight for the taking over by the govern-—
ment of the companiea (1.e., the creation of an "Aerobras".)
Aocording to the most recent press reports, about 30 percent of the
workers originally refused permisaion to return have been rehigud

3.
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Industry and Investment Developments
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SUMMARY s

The weathsr reportedly remaimed faverable to crops and livest
doring the month under review. Amcthsr poer wheat crop has been
harveated, Uafavorable weather at planting time will reduee soybla&
{:lnld. Hallstorms Aurinz growing seesom in grape area expested teo

ower preduction., Quantity amd quality ef current wool preduction
are reportedly goed, IRGA (Rle Grande do Sul Rice Institute) efforts
te sell rice directly to Far East areas spparently did mot come up
to expectations, Christmas season retall store sales reportedly
held up well, The free market cruzelre weakened considerably,
The memey market centimued tight because of strong demand feoT
credits, Now appears that Csech tractors will not be manufactured
lscally. State Gevermmemt turmimg to Germam mamufacturer of light
tractors., Imcreased imterest im this state bas been indieated by
West German officisl. A govermment amd private capltal steel plant
and telephonme cem| will be formed hare, Iaber umrest was mot as
apparent as bast momth., State gaverameat is imeclindd:te trke: over
lssal gas plant, oo

"
1, ARICULTURAL DEVELOPMENTS: . 5
Wi W L

- Om-fhe-heaf price ef beef is expecte Qﬂl'h'ﬁl "‘ai:mrtly
from @0 per kile te @35 per kile, which is considéred mormal because
|_ef the appreaeh of the killimg seasom. Lecal beef prices are ke __J
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being influenced by a drep im beef prices im meighbering Uruguay, |
Seheduled te begin im February 1961, the sisughterimg im this State
is expected to take 1l persemt of a beef herd pepulaticm estimated
between 8,500,000 and 9,000,000 head,

Riee ~ The eurrent sales of this commedity im beth lecal amd
merthern demestie markets reportedly comtimwue at goed levels,
Derlers appear eptimistie that the Govermment will take measures
to improve the atirabtivemess of the export market amd that official
price ecntrols will be 1lifted.

Qea% - Due te peor weather conditiens durimg the growing
seasen and the pesr quality of seed, Brazll's current wheat
borvest 1s expectsd to yleld a lew 500,000 metrie tems, abeut the
same as last year's disappeinting crep, Bighty peruu‘f: of the
present creop will be preduced im Rie Grande do Sul, Te satlsfy
mationa]l semsumptiom meeds, were tham 2,000,000 metrie tems of
wheat will have to be lmperted, Twe Italiam gemetle teehnielnns
visited this state recently to dlseuss with authorities the wheat
preblem and ebzerve locnl metheds, Recommendatiens made by these
technieians will be imcorporated im a repert te the autherities
aiming at impreving lecal erep metheds, The Italiams' visit is
the result ef Gevermor Brizela's discussisms with Itallan
autherities wham he visited Italy several months age.

%eﬂ.ga?g - Tt is reported by trade sources that dry weather
conditiens during plamting time have hed am adverse effect om the
scybean e¢rop. Dealers are mot too optimistic as to the eurremt
harvest of this cemmodity,

Weel - The guantity amd guality of the present wool e¢lip
remaind geoed, with prices firm, The Bank of Brazil has gramted
financing of over (41,100 milllom fér this wool Seasong esent
production is estimated at 25,000 metrie tews of rav weol (agaiest
22,000 metric tons in 1959), werth about @5 billiems

Grapea - Due to hailstorms whioh eccurred early im the growiag
seasom, the ceming grape harvest ia expected to yield 10 %o 15
percon% less than the previocus harvest, However, warket prespects
for this eemmodity are faverable, with prices expected to ramge
between 5,00 and 5,50 per kile,

Christmas seasen stere sales have shewm up well, and & higher - .
volume im eruzeiro value 1s expected over the azame pericd last year,
Trade bills collectisms, particularly im the lmterior,ars repor &
to have slowed down, Cemparative figures of total state sales fer
November (latest figure avallable) axd Octeber 1960, amd Nevember

1959, are as follows: - .
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(Im thousands eof cmuzelros) ‘_1
Nevember 1960 Qetober 1960 Hovember 1959
26,114,070 21,358,351 16,379,115
3. FORBIGN TRADE:

ce - It appears that the Rice Imstitute(IRCA) hes met
sucgesded im its attempts te sell rice directly to overssss marketas,
It is reperted mew that the expertable surplus (168,000 meirie tems
of milled rige) will be purchased by the federal govermmemt fer
sale In fereigm warkets, :

Feetwear - Neve Hamburge feotwear compamies are seriously
attenptinf te establish expert markets im the Unlted States,

A group of shoe mamufaeturers, who recemtly returmed from New Yerk,
ipdicated their satisfaction and optimism- regardimg the praspeets

of fipding & market there, It appears that the trip will prove
useful frem a busipess standpeimt as leeal mmufactueers are new
trying to medermize their eguipment amd probably will impert Amsricam
pachiwery, (See Comsulate's despateh m@ 235 dated November 29, 1960,
eomcerning the visit ef this group te the U.8.).

i, INDUSTRY AND INVESTMENT DEVELOFMENTS:

'Eu_o%'kc Aceording to recent statemsnts made by the State
Becretary onemy, 1t appears that plams formilated for the
establishment of & Cgesh tracter faetory hers will mot materialize,
Czeeh authorities apperemtly did mct agree with the Braziliam
requiremsnts that the moters for the traeters must be of demestis
mamufaoture. Atiempts are mew beimg made te replace the prepesed
Czech tracter with the West Germam 1ight traeter "Femdt", The
Cemsulate will repert amy further developments,

%ng! Rvsstm* ~ The West Germam commercial attaehé im Ris
recently vis he lecal autherities regardimg am econsmic
cooperation program in the state ef Rie Gramde do Sul which will
be developed by a jeimt Brapilism-Germsm cemmizsiem, A study of
the lecal egomemie situatlom ies te be made by tha esmmisaiom,
The centemplated pregram, it is stated, will ssoperate primarily
with small nﬂ&uﬁu industries whieh mesily rsquire agsistance,
Ivcldentally,/E6fuan viece comsul im Ferte Alegre stated im & recent
ﬁg%; iﬁﬁ" .that im erder te attreet Eurspeam imvestment thls
& BHubid” Thptove ‘1ts tramspertatiem amd pawer faeilities,
He deslarsd that the imprevement of these fagilities ia Sie Faule
vere respemsible fer the substamtial investmemts in that area,
EE‘%_%F ~ Bill 230~60 presemted by Gevermer Brizela te the
State Legis ve Assembly has beem appraved (ref, Comsulate's
despateh 25, Dee, 2} 1960), A mixed capital eerporatiem will he
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formed umder the mame ef Ag O st AFF), and its
gubseribed eapital will represew Jom Im shares, This state
will subseribe at least 51 percemt amd will held the abselute
wajority of eemmom shares, Further develaopments will be reperted,

S5e TATION C! UNI! H
Bi1l 157-60 presemted by the state govermmemt preposing the

formatien of a mixed capital telspheme compamy called Rie

8 e de Tel: cacees has been appreved by the Btate

gls Yo Assembly. cerding te the bill the capital ef the
eompamy may total 500 milliem, but i1t cam be imereased if entirely
subscribed, The ltl'EQ will ecntrel at least 51 percemt ef the
capital, ¥e provisiens were made regarding partisipatiem of the
local CTF (IT&T subsidiary). MAceordimg te a press statement
released by*Deputy Sereme Chaise (PTB), the IT&T subsidiary weuld
participate with (#720 millien whieh is said to gorrespemd: te the
valuatiem of 1ts preperty, The plam comtemplates the imstalletien
of 30,000 additionsl imstruments, ami each mew wser will bave te
subseribe shares im the ameumt o!‘ @30,000 for paymemt iwm imstalluents
ever & peried of 2 years, Mr, Chaise nlse stated that prebably
some groups in Italy,Humgery, West Germamy smd the United States
may bs imterested im fimameing this preject, Further develepments
will bs reported by the Cemsulate, : - ;

6+ FINANCE:

~ The eruzeirs wealkemed durimg the momth under review
avara%l.SS por U.B, dollar, against GR91.E3 im Novwsber 1960

At the import suctlions held in Dacember the dollar premiums
continued ta shew em imerease im the speeiml category, The premium
remaimed at {210.00 per U.S. dellar in the gemeral categoery vhareas
im the speeial categery premiume paid averaged {4625,00, agalnat
#611.66 im November last, Premiums fer Soviet Eleek agreemsnt dellars
resaiped at {§278.00 im the gemeral categery.

d1tl - Bamkimg seurees repert that with the stremg
dewa or eredit, momey comtimued qulte tight , amd lecal bamks b
are able te handle emly the shert-term meeds of selected clienmts,

State P = A5 & Tesult of megetlatioms with the Bamk eof

Brazil, the State govermment received & leam of 1 blllism, whieh

was granted in amticipatien ef the' 1961 budget Tevamue te ecover
SXpentes, e

T LABOR:

While the threat ef atrikes persisted, laber umrest vas mot as
| * State

[
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apparent as last month, Various labor umiens egmtinue te press ﬁ‘

higher wages, imcluding street~car drivers im Parte Alegre. Workers
at the lecal gas plamt are om strike demanding maore pay,

.~ Gas Plapt - Press reports imdicate that Cia, Emergis Eldtrica
Rie Gramdemse (CEERG)=-Amsrican & Ferelgn Power subsidiary--has
offered to dlspese of its eld Perto Alegre gas plant by turnimg it
over to the Btate, but the State is apparemtly net imnterested im
contlmwing the eperatiom of ‘the plamt im view of its ohsolete
equipment, There also remains the preblem of agreement as to
what amount CEERG should give its former empleyees im termimal

payments,
A e

Percy ‘Warmer
Awerican Comsul

ce,.s Amembasay RIO
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Goffes-Trads Moves .Agu:l.n at Santes
o Paulo Telephone G don up for Remewal
VARIG Suspehde Flights to Campinas Alrport
Chinese Agricultural Tecimicians in Sfo Pmﬂ.n
. Farm Tractors in S¥o Panlo
Ford do Brasil to-Manufacture P&amger Cara l.nd Dissel
- Trucks
-Garman Firm to Manifacture Precision Parts for Lathes
 First Cemmt Making Plant in Goifs Tnaugurated :
Heavy Hains Qause Orop Lossas

mw Couneil of Agriuultgro Formed

Tor a fnr days coffee trldmg at Santos practically was halt.ed,, o
a tax exemption had not been renewed, but stopgap action got the %«- :
again. Sinue 1951 green coffes transsctions to prepars lote for t
been exempt from the S¥o Panlo salss tax of 48 perosnt. A renegl of
exsmption is included in & bill on finsncisl matters on which delwyed aution G
is only now being taken Yy the state legislaturs, To relisve the situation
the state Secretary of Finmnoe issuad an order on January 10 to permit tha
transactions to teke place throuwgh January 14 without paymsnt of the tax,
upon signature of an otligation hy the trader to pay the tax if the lggia—
latura does not renew the mpticn.

Thn I(aynr of slo Paule I:I.sncd a law, passed by the lhm:lcl.pnl Cowmedl,
to 0all for bids to operate the S¥o Paulo mnioipsl telsphons concessico.  The
telaphons Pm e en oporstd for n number of ysars by the
prasaut concaraionaire under a L, " ait-fhere 1s a large backlog
of roqn-st.l 1'01' Anstallation of h
lmrbmdcrllulmtmm susd, = Tha Hayor

ACTIDN

ASSIGNED TO.
NAME OF OFFIGER
8 OFFICE SYMBOL

The action office must retum thlu.r"i';&rmnnent record cdpy to RM/E Mes wi




!

|

Page 2  of

| uycrAssTFIED Ewl Na______
(s ficatio) Desp. No._268

From_Amcongen SHo Paulo.

would have rsquired the announcement calling for tenders to be published in
various cities sbroad, Unless the Council overrides that veto, the call for
tenders will bte published only in SHo Paulo,

3. JVARIG ends F. C

It wae snnowc ed from Campinas that the Brazilian airlina VARIG suspanded
flights to Campinas airpert (formerly Viracopos) for six months. The reason
glven was to undertake a stuly to determine the best utilization of its inter-
natlonal service, particularly ths line from Buenos Alres to New York,

by oge A A P,

A dslegation of six agrieultural experts from Nationalist Ching, who are on
& tour of Latin America, arrived in Sfo Paulo on Decomber 29, 1960, to study local
agrioultural techniques and look into the possibility of imnigration of Chinese
farmers from Formosa to Brazil. During their four day stay, the members of tha
miseion visited the Agronomic Institute at Campinas, the Luis de Queirds Agricul=
tursl School at Piracicaba, andthe Biologic Institute at SMo Paulo, They ware
particularly interssted in ths growing of cotton, sugar cans, and cereals and in
the types of eoll in the State of Sfo Panle, 3

5

spdb do Bras oria ds Mioguingg Agricolan, a subsidiary of
Iavier Fendt & Co, of dorf, West Germany, exhiblted on Janvary & the
Tirst ten locally produced Rendh tractors and lald the cornerstone to its plant
at Diadema, near S¥o Paulo, Until construction of the plant 1s completed, at the
snd of 1961, Fendt tractors will be produced in the company!s temporary inatslla~
tiong in S¥o Paulo,

Indds

The Fendt tractor is a light duty wheel tractor equipped with a 31 motor HP
MWl diessl emgine. Approximstely 78.-parcent of the tractor, by weight, is made
up of lacally menufactured parte, whils ths remaining parts are of Germen origin.
By the time the Disdama plant goes into operation, local parts content will be
96 psroent by weight.

fomment: Pendt is the fourth loeally manufactured tractor pregented to the
public in the past tw months, The other makes recently launched on the loocal
market are Ford (see item 3, despatch 198 of November 18, 1940), Valmst, ang
Oliver (see item 5, despabch 250 of Devember 30, 1960). Prototypes of the
Massey-Ferguson tractor have already been made, and produstion is due to start
in March, Trastor production on . the whole, however, is expscted to be m a
relatively mmall scals during the first half of 1961 and should incrosse
gradually thareafter,

gil to Magp

MW of 8o Paulo anncunced that 1t has requested
perndsaion of GEIA, the Brasilisn sontrol authority for the automotive industry,
to produce papsenger cars. It plans to set up mannfacturing facilities at
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Joad dos Campos (S.P.) to produce the 1959 Fairlane passenger car. Machinery |
and equipment valued at US$ 3,586,600 will be imported from the United States.
Manufacturs of the Fairlane with 99,15 percent loosal parts, by weight, will
start at the end of 1962, at the rate of 450 unite monthly, The company also
plane to expand exports to the United States of replacamsnt parts forithe older
models of Ford rucks.

Finally, the company anmounced that the firet Braszilian Ford truck equippsd
with a diesel motor will be lsunched in March 1961. Ths motor will be manufag—

tured by Motores Perking S, 4. of SH5o Paulo,
Ta & ta cturs Pre or Lat

Ritm Indfistria Metaldrgics Lids., of Slo Paulo, & subsidiary of RBhm Gim.beH.
of Stuttgart, Germany, WALl mvest Crd 200 million to manufacturs a complete line
of precision parts and mesidom tools for high speed lathes. Production is due to
gtart at the end of 196l. Herstofors, the locel RSIm company distributed RBhm
products imported from the paresd firm in Germany.

8, it O ¢ in Goids ated

The first cement making plant in the Stete of Goiffs was inaugurated in
Goisnia by Companhia de Cimento Portland Goifs, Production for 1961 s cal~-
culated at 3 million bags of 132 pounds. @

9. Heavy Raing Couse Cpop Ioggse

Late reports coming from the interlor of the State of S¥o Paulo relate that
considerable damage to orops in many aveas resulted from continuing heavy rains
which fell throughout most of the state in late Deceamber and early Junuary. Rice
production was mogt seriously affacted, bacause many fields on river margins ware
Inundated, and damage to corn, beans and coffee crope was aleso reported. BSoil
eroelon wus heavy in many areas.

Comment; ) While thess agrioultural lossee wera severe for some individual
farmars, the owerall supply situation for these commoditles 1s not expected to
be mgterially affaected, SHo Paule may, however, require larger imports of rice
from surplus producing states than otherwlse would have besn needed.

10. Superior Couneil of Agrioulturs Fopmed

Representatives of nine independent agricultural associations met on
December 29 to establish the Counmil of Agrioculture of the State of 5ffe Paulo,
The new organ will function along ths lines of the exlsting Council of Producer
Claseea, which represants the industrial intarsats of ths Btate, and is expeated
to give S¥o Paulo agriculture a wnified and louder voice in econcmic and politiecal
affairs. Th» member organizations are the following: Rural Soclety, Association
of Holsteln Producers, Association of Coffee Producers, Aseoclation of Cattle
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Producers, Asscciation of Poultry Producers, Forestry haancintioxi, Association |
of Halore Cattle Producers, Association of Gir Cattle P ducers ard the -
Fedsration of Rural Assoolstions of S¥o Paulo State.

y W

Willism P, Cochran, Jre
Minister Gonsul General
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|_ Summary: :

A restrained optimism characterized the outlook of

the tusiness community at year's end. The month of Decembex
itself differed 1little from the pattern of preceding months)
but uncertainties arising from continued infletion and uthez-
finencisl problems generally facing the country heightened
anticipation as to the economic policies yet to be announ-
ced by the new administration taking office at the end of
Jenuary. Despite the apparent tendency to watchfully
ewait developments, December business conditions gemerally
were described as good, Industrisl production and merchan-
dising levels were maintsined. Commercisl credii avail=
abilities were described ss perhaps even tighter than in the
months immedistely preceding. The opllection situetion
domestically was reported as better than normel. Shopping
for the Christmes holidays was sbove December 1959 levels
in most lines, although gome higher priced end luxury goods
outlets reporied that the inoresse was not sufficient to
defray higher labor and overhesd costs; further, aprlications
for instalment purchases were at an a2ll time high. A serious
vheat supply shortage was everted at month's end by U.S.
emergency action taken st the umgent requeat of the Brazilian
Bovernment to extend ths Public Law 480 agreement by provi-
gion for the supply of 500,000 metric tons in the early i
months of 1961. =
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Finances El‘iHHEMi BEchDE
During the exchenge- aue%ions held in December, $26,156,000
of regular offerings and $25,358,000 of dupplementary offerings
under the. nrovislonmnmmcmnstnction 193 were purchaged by
Brazilian importers. The corresponding figures for November werg
$24,396,000: (x) for the: regula.r c‘p;fferings end $19,173,000 for th{%
LYLE
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supplementary offerings, Toial supplementary sales of U.8. dollars
purchaged under Instructicn 193, since 1ts inception amounted to
$10,297,000 by the end of December 186C, nore than half of this
amount in the last three months.

Throughout the month in the regular suctions, considering
Braril as & whole, in the general cetegory, the agio rate flue-
tunted between a low of Cr%192.80, recarded in Teresine, & gmall
isolsted market and not representative, and a high of Cr$210,00
in the lsrgest markets, Ric and SHo Paule.  The zglo rate hag
remgined ceénatant at Crfi?l0,00 in Ric and Sac Paulo sinee July 19,
1960,

In the special category the rate Fluctuated widely between
Cr$582.10 and Cr$675.00, the latter belng regorded in the Rio de
Janeiro market on Degember 20, In Ric and Sac Paule rates moved
Yetween Cri609.60 =nd Cr$s75.00 in the =pecisl category with the
trend down at the end of the month. Fertilizers varied between
Cr§S5.20 and Cri96.60 and for insecticldes the high and lew were
respectively Crf80,08 and Cr$B87.CC. Other bilateral accounts
denominated in dollars were sold in subatantial smounts at the
uniforn rate of Cr$l78,00, with no change over the previous month,

During December, paper money issued increased by Cr$lé.7 bil-
lion, or 8.9% over the previous month. For January-Decenber there
wae an inerease of Or$51,.5 billicn, or 33.3%. For the comparable
pericd of calendar year 1959, the corresponding figures were
respectively 0r$34.8 billion and 28%.

The cost of living index of the Getulio Vargas Foundation
indiceted en incresse of 2.8% during December, for a cumlative
increase of + 2%.7% for January-December 1960. For the calendar
year of 1959, the corresponding figure wes + 51.8%, with & raise
of 1.1% taking place in the month of December 195%.

The aversgze check buying rate in the free market for December
waa Cr$201,12, which compares with Cr$l90,51 in the previocus month.
For the comperable months of 1959 the corresponding figures were
respectively Cr$l99.54 and Cr§ls4.iRo.

According to the deily averages compiled by the Bolsae de
Valores, the cruzeirc on the Rio de Janeiro free exchange market
deteriorated on the 10thiof December from Cr§200.31 to Cr$213.03
per US$1.00 and depreciated further to Cr$2l4.41 on the next day.
On the 13th it recoversed and fluotuated between Cr$206.CO and
Cr$202.00 during the rest of the month.

The average rate was
Or$205.14 on December 31, 1960.
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Irode and Industry:

Induatrial production and merchandising in December gemerally
were at normsl levels, maintaining the patterm of recent months.
The month ended with reporta that the yemr 1960 showed steady
progrees in industrial plent expansion ané production, with
equivalent gains in marketing. As to outlook for the future,
the business community appeared to maintain basic optimism,
medified in varying degrees by uncertainties as to economie
policles that may be adopted by the incoming administration.
Steadily rising lebor and other costs, plus the problems of con-
tinuing infletion, received sericus attantion in both eppralsing
1960 operations and in 1961 planning.

Sales for the Christmas holiday season were reported as
meeting marketing budgets, based upon normal anticipated growth
over the previous year. Ezceptions were noted, however,-in some
outlets selling higher priced and luxury goods. Firms having
outlets in verious parts of the country experienced an essentially
equal sales pattern in @ll branches. Soms distributors found 1+
necessary to tighten stendards for extension of oredit, as greater
proportions of customers msked instalment payment arrangements.
Gollections generally were described as very sstiafaectéry. Inven—
tories in most lines of domestic products were adequate, although
somewhat longer delays and substantislly higher coats were belng
experienced in replenishing stocks of merchandise having a high
labor coat factor. Imported consumer goods, except for moderate
quantities of high-priced Christmas delicacies and ltemy irregularly
received, were wvirtually unavailable.

The Ric de Janelro International Industry and Trade Fair
finelly was opened on December 16, after numerous postponements
over the past two years. Omly one of the eix plammed foreign.
government exhibits was installed for the opening dete. Exhibits
of Brezilian products and industry highlight the growing impor-
tance of the sutomobile indusitry.

Considerable attention was directed in December to the pros-
pective mamifecture of tractors. Initial unite were displayed,
with prospects that Brazilisn tractors would be placed on the
market by mid-1961. The first Ford 8-IR Diesel tractor was intro-
duced early in the month, followed by the first Oliver 950 tractor.
A contract was signed for the comstruetion of = Hractor rlant,
DEMISA (Deutz—Hitms S/4), in the "Industrisl City" near Belo
Jorizonta, state of Minas Gerais. ;

Brazilian asubtemotive production in 1860, through Nowvermber,
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reached 119,765 unite. It was expected that the final production i

figure for the full year would be 130,000 units. Newspapers reported |
‘that the U.B., formerly the largest exporter of automobllea %o Brazil
lost its place to Germany, which exported 8,717 cars during 1959
againgt only sbout 1,000 U.S.cars.

Production of household slectricsl appliarces Ineresssed, prin-
cipally refrigerators, clozely followed by TV sets. Washing
machines ard vacuun cleaners, rapidly gaining in publie accepiance,
are now largely produced in Prazil. Some expansicn vaes noted in
facilities for producticn of radios, television sets and air gondi-
tioning eguipment, while progress was reported in planning for
additional investments in the electrical applisnce industry.

The state of Goiam %ained ite first cement factory. COwing to
incressed supply of electric energy received from CEMIG, the ferti-

lizer faotory at Araxd doukled ite production of phosphate.

The principal Devember developments in the electric energy field
were the Export-Import Pank credit of US$2,500,000 for the lres
Mariss project and the decree granting CGr{l, 530,000,000.00 for the
glectric power plant for the cenbral-south region, projecied by the
Buperintendency of the Wational Nuclear Erergy Commission. CACEX
suthorized the importmtion of = thermo-electrie plant from Czecho-
glovelkia to improve eleetric power supplies to Porto Alegre. It is
to be installed on the banks of the river Gualba.

The possibility of exporting textiles is being explored by the
indugtry, especimlly Tor nylen and bar-lon products. 4 eall for
samples and price guotations of Brazilian-made shoee wae-made by the
Brazilian Commepeial Office in Wew York., The shoe industry has been
condusting s promotion campaign to enceprsge development of export
markets s "

The Russo-Brazilian Fxecutive Commission initiated preparation
for a confersnce which is scheduled to take place in Geneva in January
1961. Brezil would offer the Soviets coffee, cocoa, hides, furs,
orenges and cther citrous fruits, in return for crude petroleunm,
derivatives, vetroleum equipment and other products.

Much controversy was caused by the passing of a seven-year old
project in the Chember of Deputies for the creation of s government-
ovmed power zgenoy with sweepipig suthority. ELETROBRAS (Centrais
Eletrices Brasileirss 3/A) would be responaible for plenning, cons—
tructing and operating power plants and networks for transmission
and distribution of electric power. It alsc would be authorized to
manufacture electrival eguipment,
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4 presidential decree was iasued for the nationalization of
Atlantic Refining Company, which will have its heedquarters in Ric
de Janeiro and will henceforth be known as Companhle Atlantic de
Petroleo. The change—over to e Brazilien corporation follows the
naturalization formla adopted early in 1960 by Esso (Emdes 777,
Pebruary 3, 1960). %

A congressional Gommittee of Tnquiry has been proposed by sore
political quarters to investigate, among other thinge: the results
obtained thus far through the nation's much debated ¢il monopely
policy; whether or not the refineries are overstepping the bounda-
rics of their authorizations; the situation of companies which dis~
tribute o0il procucts in the country, as well as the policy adophed
for importing oil and petroleum by-products. Documents that will be
presented include Walter Tinkts controversial report isgued on his
departure from the position of chief geclogist of FETROBRAS,

Apricul ture:

Goffes: The current prompects are that the 1960-61 IFrazilian
coffee ocrop will close out a% arcund 25 million bags.
411 of the crop has been marketed, but: it -hae not been registered
yet by the Brazilian Coffee Tnstitute. The cutlook for the 1961-62
coffee crop is more than 35 million bags. The original estimate,
by the trede, for this crop was over 50 million bags. Dry weather
in Beptember, however, greatly reduced the prospedts in the states
of Parand and 520 Faulo.

Comparative coffse exports in Yate 1960 =nd 1959 are shown below:

December 1939 - 1,261,685 bags
December 1960 - 1,359,801 bazs

July-December 1959 - 9,968,913 bags
July-December 1860 - 5,873,363 bags

Tobacco: Cigarette tobacco production for 1861 is forscest at
79,320 metric tone. This represents an increase over
1960 production of =zbout 14,000 metric tons. 1961 prices are expected
to be about 25% higher than 1960 for all grades end types of %ohacoo,
Qigarette manufacturers forsonst 1961 production in the neighborhcod
of 70 billion cigerettes, os compared with an estimated 60 billicn in
1960,
Yheat: Tee frost in Rio Grande do Sul in early September 1960
caused substantial damege to wheat around Cerazinvo and
Cruz Alta, and possibly to the area north of these cities, Further
south, with the crap leass advarced in growth, the frasi coused 1littls
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or no damage. B

Yields per hectare will be up, as compared tc last season,
cxcept in the frost damage areas, bubt planted acreage is down. The
present sstimate for tetal 1960-61 national wheat ip 350,000 metric
tong, which will mean only sbout 250,000 for the mills.

It appears evident that wheat dereage will be down further next
year due to the competition of flax, soybeans snd pasture for use of
the land. It is the zeneral opinion that the losses whichwheat
farners heve taken since 1957 will meke a return %o m large acreage
very slow even with improved varieties. High pubsidies by the
Brazilisn Governmeat might overcome this problem to some degree.

It now appears that Brazil has enough wheat in sight to meet
needs through %o the end of June 1961. [There are sbout 522,000 tons
of wheat, counting national productiion ané wheat either purchased or
afloat. This amount, plus the recently sequired authority Lor
500,000 metric tons Ly extending the December 31, 1956 Public Law
480 agreement, gives mbout 1,00C,C00 tons for the next six monthsa.
This is a little less than normal congunption of 200,000 tons per
month; however, there probably will be some wheat imports from
Argenting and Ruseda during this period.

Cocom: A new occos sales plen has been ddveloped by the Diree-
tor of the Bank of Brmzil's Foreign Trade Department,

Dr. Ignacic Tosta Filho. The plan proposes z series of messures
that might be taken by President-elect Janic Quadros. It 1s expected

that the plan will be gubmitted to the President soon after he takes
offjce gn January 31, 1961. It ip of interest that the proposal
would place the cocoa trade within the Ministry of Industry and
Comberce, removing responsibility from the Foreign Commerce Deyart-
ment of the Baunk of Brazil,

Labor:

The wave of strilkes which occurred during Ootober and November,
of which the railway end shipping strike in November was the lergest,
generally abated during the month of December, but a -weel-long strike
by airline maintensnce personnel obliged Drazil's airlines to meke
substantial reductions in the number of flights operated. The sirike
was settled shortly before Christmas when the labor court ewarded a
356 wage increase to all eirline ground perscnnel. After the strike
ended, o dispute developed between the airlines and the National
Union of Airline Sround Personnel cver the dismissal of some of the
gtrikers. The companies re-employed some of the discharged workers,
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tut at the end of the month the problenm was still unresolved.

Transportetion end Communications:

The moet dramatic and significant events of the month in the
Tield of fremsportation and commnications ococurred in the railroad
sector, The financial difficulties of the R&de Ferrovidria Federal
(the Federnl Railway System), which marked the months of October
end November, deepened during the final month of the yesr. The
Réde was simply running out of money and its ability to jugsle its
inpufficient recelpts among the various claimants was becoming
more and more circumgcribed. Delays in meeting payrolls, together
Bith uncertainiies about the dete of beginning of the payment of
the average 44 percent salar{ increase resulting from the pessage
in early November of the bill giving government employees Mparify"
with militery peraonnel, led to short strikes on several key rall-
roeds and threats of sirikes on others., BSome press comments sug-
gested that the administrators of the railrcads were encouraging
the strikes in an effort to exert pressure on the R8de to release
funds. The petience and endurance of suppliers who-had not received
peyment for months were belng exhausted.

A mejor eripis arose in the middle of the month, on the Central
do Bragil, the nation's most important railrosd, when foreipm oil
companies furnishing petroleum products o the Central, threatened
to cut off further deliveries unlesgs long=-past due mccounts were
paid promptly. Only a specific order by the Wetional Petroleum
Counell tec the oil companiles to continwe to supply the Central
averted s complete shutdown of the heavily dieselized cperations
of the reilroad, Subpequently the authorities decided that the
debts to the 0il companiss would be paid by mesne of Treasury
Letters, which can be nsgotisted immediztely but cnly at a discount,

In spite of efforts hy the RBde, hyr the Braszilian Reilrosd
Association (oomposed prineipally~of raillrosd suppliers snd cont-
ractors), and by the inportant Engineering Club, fo obtain
Congressicnel approval of an executlve branch reguegt for a sprecial
credit’ of Or@5.78 billlon to cover the Or$4.9 bHillion gap between
receipte (including subsidles) and exvenditures end to provide some
bedly needed investment capitel, the bill, presented in October, is
31411 in committee in the Ehamber of Deputies. From all points of
view the Government camnot afford to permit the railroads its
contrels to grind to a halt, and therefore, emergency funds will
akmost certainly be made available for minimum operaticms. Sueh
sotiony however, postpones but does not substitute for basice
decisions on the means of placing the operation.of the government
reilrosds on a wore rational basle. The railroad deficit, estimeted
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uneffioislly to resch Or$25 billion in 1961, will be high on the
new administretion’s list of problems demanding urgent attention.
The deficit cannot be eliminsted, The mozt that can ressonably be
expected is that, over a pericd of several years, the defleit will
be brought within menageable proportions, emnd to reach even this
limited goal many politically difficult decisions, especially in
the fields of freight and passenger rates and personnel policies,
will be required.

The R&de obiained 2 new Director of Works (Construction)
during the-month. Jos& Moia Penido, former head of public works
in the State of Guanabara, took offlice as replacement for General
Temos de Amaral. Penido, unlike his predecessor, is an engineer

and, while respected, he is net known 4o have had railroad exper-
ience.

In aviation, the biggest domestic news was the strike (see
Labor above) of ground crews against Brazilian elr carriers which
began on December 14 and ran for eight days. On the domeatic side
the strike was reassonably effestive; Panair do Bragil was the
heaviest hit and VARIG end Loide Aereo the least affected. Fanalr
wes the only intermational carrier whose services were involved
ahd sven in 1ts case, the effect was by no means total. The
gettlement, which had besn proposed by the Supreme Labeor Court,
called for a 35 rercent wage increase, with a maximum raise of
Cr$10,000 and no minimm, and a ten percent ineresse for workers
receiving the minimun wage. The workers originally sought & 50
percent boost, with no upper limit and a minimm raise of Cr§5000,
and certain fringe benefits. In splte of the Tecember 21 agree-
ment, the situation continued unsettled at month's end and
because moat of the compenies affected by the stoppage, claiming
that a high Ministry of Laebor cfficial had declared the atrike
illegal, refused to vermit the return of a lerge mnber--estinates
ranged from 1000 to 3000--of workers. } gpecisl union commitiee
in defense of the avistion workers and Win defense of the right to
strike" was set up, and an appeal for support was made to labor
federgtions and confederations throughout the country. Sepgilc
Magalhaes, PTB Deputy from Guanabara, promised, in retalistion
apeinst the attitude of the air carriers, %o block eny proposal
for subsidy to the compenies involved an& to form a Congressional
bloe to sssure the same attitude and to fight for the taking over
by the government of the compenies (ie9., the creation of an
"hesrobras®.) As January began, the carriers were beginmning
greduslly to rehire workers whom they had originally refused io
permit to return, but it wes clear that there was no fergive-and-

forget spirit enimating the companies whode already generally
precarions financlal condition will te mede more difficult by the
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On the internaticnal side, the major news was the early
December announcement of the award by the Minister of Aercnautics
to Real-Aerovias of a route to New York via Lime (with technical
stop in Penema). The route corresponds to thet dsscribed in
Brazilian Route 3 of the existing US-Brazilisn bilateral. This
service would provide direst competition to Braniff which operates
via Time %o Miemi; with en extensien. to New York hy means of an
interchange with Eepstern Adrlines., IMore importantly from the
Brezilien domestle peint of view, the award gave REAL its long-
desired accesa to the New York narket, a development slweys
epposed by VARIG, which serves New York directland via Port of
Spain and Ciudad Trujille. Contrary to szpactatlons aroused by
VARIG's known, consistent oppesition to REAL entry into New Yark,
there was no immediate negative public or press reaction to the
armouncement of the route grant. This failure to react suggested
to some observers that VARIG might Y& hoping for compensation
in some other area, possikly Europe, where the carrier has long
wented to opermte. If VARIG were in fact to reseiva such compen=
patlion, Panair do Brasil, which currently flies %o Europe, would
be omught in the middle and the already orowded South Amerlca-
Europe service would be further complicated. It was not until the
very end of the month that the firat slgnificant oppoeition to
the route grant to REAL appeared. On December 30 Ultima Eﬂ
Rio carried w prominent story describing the Aeronautice gter's
authorization to REAL mg "one of the greatest scandals in Brasil-
ian aviation." Thé report, alleged, among other things, that &
tesic condition for the conceasion of the route was the purchese
of control of REAL by the Grece Line. The following day REAL
denied categoricelly the principal charges in the Ultima Hora
atory, including the reference to Grace Line involvemant. The
origin and purpose of the sidry were not yet clear as the month
ended.

The developing shiptuil try showed PArther signs
of progress in December. Tha pal evont was the December 16
ceremony at the Verclme ghipya ler conetruction at Jamcauga
near Angra dos Reis in the a’hate of Rio de Janmeiro marking
laying of the keel of the __g;l_;;m Lsge, the lavgest (10, 5ourmh)
ship yet to be built in Brasil. The' cargo vessel, which is
intended Por the in tipnal @.rontas of ILloyd Erasileiro,
is scheduled to be ] hed in June and delivered in TDecember 1961.
In statememts made prior to
Corneliue Verolme, president o

g, th a.cmanga yard would be able to

cotietruct four vessels the ot E_nﬂgg Lage similtanecusly,
== Q
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Phat the yard was technically equipped to construct another building
Wway oaspable of handling vessels of up to 80-85,000 IWT, and that
within & year the yerd would be sble to_repair ships of the gize
of the aireraft carrier Minas Gerais, which the Verolme yoarde in
the Netherlands refitted and modernized.

The Verolme yard, built in a remote and unpopulated area, has
not progressed so rapidly as the fshikawajime yard in Rio da, dJaneiro,
its principsl competifor in the infant Brazilian shipbullding
industry, which will leunch its first ship of 5600 DWT next month.
Ishilkawajima is constructing three of these vessels, which are of
the "Brasilia" class and are intended for use in the long-haul
coastwise service. Comstruction of the third in the Berles was
begun on December 6. TUnder the existing government plane for the
Brazilien shipbuilding industry, Ishikawajima will have an even-—
tual construction capacity of 60,000 DT per year and Verolme
45,000 DNT. Together the twd yem@s represent the bulk of the
total planned capecity of 150-160,000 DWT. )

The protectionist attitude toward forelgn competition sccom-
panying the growth of the domestic shipbuilding industry were
menifested during the month in two instences. The shipbuilders
trade mesociation, supported by segments of the press, protested
strongly to the authorities Against: (a) a late November eall for
tonders by the National Departsent of Ports, Rivers and Canals for
the construetion of six dredges on the grounds that thginvitation,
by acoepting bids only from eompsnies which had trilt at lesst
five dredges, eliminated national yards or forced them to mssociste
with foreign constructore; and (b) = Finance Miniatry call of
December 2 for bids on the bullding of 80 customs launchea s on the
grounds that the temms of the igvitation masde it impossible for
any but foreign yards to compete. In both cages, the authorities
modified the origtnel calls to meet some of the objections of the
donestic interests, )

In the urban tranaportation ssotor, December saw the public-
aetion in the Pierio Oficial of the long-awaited, frequently post-
poned invitation for bida for the congiruction of the proposed
vehicular and pedesirian tunnel under Guanabara Bay between Rio de
daneiro and Niteroi. Acoording to the call, bids are to be sub-
mitted not later tham June 1, 1961 to the Minister of Transporta-
tion in Rio de Janeiro. Ocnstruction mst be finansed by the
interested firm, and costs of construction are %0 be reimbursed
to the Firm by o3l coll®ections during a period of 50 years and
by sales of lande reclaimed from the bay on the Niterol side of the
tunnel. BSeveral foreign firms, among them Japanese, German and
French companies and the U.3. Perini &roup, are said to be interaatqgl
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In another development mffecting mass transpért in the Rio
de Janeirc area, Guansbera Governor Lacerda on December 27 signed
& decree establishing & Provisional Administrative Board toc
operate the trolley care ("bondes" to the Carioea) of the South
Zone of the oity of Rio de Janelro after Decembsr 31, the day the
ccncesaion of the present operators, = component of the Canadian
"Tight" group expired. The decree carefully epecified that the
administration of the trolleys did not signify that the atate
government was accepting the property of the former concessionaire,
which is the subjeot of a legal actlon brought against the Light
by the state. The 200 trolleys serving the south zone were
supposed to be replaced by 175 Italian trolleysbuses but there
hes been no decision made concerming the legal form of the company
(private, or mixed govemment-privata) to be set up to operate the
new equipment. Furthermars, only a handful of buses have arrived
and the necessary power and overhead installations are by no means
complete.

As in the case of urben trensportation, Rio de Janeiro was the
center of interest in the field of communicetions during December
because of the intervention of the Compenhia Telefonieca Brasileira
by the Government of the sta¥e of Guahabara. Governor Lacerda
inherited the problem of intervention in the CIB, which is a com-
ponent of the Canadian-owned Light Group, from his predecessor.
After the OTB had obtained an injunction against his December 10
depree of intervention besed on a law passed in Ootober, Lacerda
on December 13 issued a second decree intervening the Oompany
but zrounding his agtion not on the October law but on the existing
contract between the stete and the Compeny. In contrast to the
Cetober law, which called for totel intervention in the operations
of the CTB and for direct Biate opermtion of telephone service, the
December 13 decrea, like that of December 10, limited itself to
esteblishing a full direct inepection and examination of the

- Qompany's operations in the Btate by means of & committee of inter-

»”

ventors; interference in the direction and execution of Velephone
service was epecificaly excluded. The committee of interventors
was sworn in on December 19. 2

For the Ambasgador
Approveds

r
T d .;4..4
ﬁM% iward J. Bagh
William A. Fowler ) Commeroldl Attaché

Coungelor of Embassey
or. Economic Affairs.
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OMIC INDICATORS: nogt of Living in Rio de Janeiro (1948=100)
%

Cloth~ Furni- Hygi- Pers. Fubl.
1959  [Pood _ina Rent iture _ene Sery. Sexv.
Jan. 501 348 4 398 413 561
Feb. 570 376 411 500 580
March 576 387 414 522 580
April 590 395 : 457  H22 580
May 611 402 498 522 580
June 615 415 498 522 .BBO
July 630 419 §18 522 T19
hug, 760 430 536 575 727
Sept. 701 431 544 605 758
Oct. 745 439 544 605 757
Nov. 806 454 603 611 757
Dec, 809 471 6%1’ 611 67
55&95%651 414 503 709
Jan, 809 476 ) 623 767
Feb, 807 480 623 767
Merch 808 498 623 824
April 836 508 660 824
Vay 818 528 682 826
June 811 530 [ 711
July 830 542 717
Aug, 833 5435 723
Sept. 859 554 732
Octa 900 580
Nov. 922 594 776

) Av.lgéﬂ.aé—g ] Egﬂlia ﬁgargaa Sovlnd.atzoz? 4 842 730

Brazil's Forelgn frede (U8$1,000,000)

Imports  Aug, Sept. Jan-Sept. . Sept. Jan—Sept.
Totel 116.1 147.2 1,073.6 1 100% 100%
US4 36. 53.3 332.1 31 36 3
0,Be¥) L 9.1 53.2 6 6 5

0
Total 101.1 115.4 950.7 100% 100% 100%
45. 51.9 43T 4 45 45 46
T8 4 4 54a 8 4 6
*) C,B, refers to the Communist Bloe, including Czechoslovekia,
Poland, Hungary, East Germany, Commniet Ghina. Bumania,
TU38R, Albania and Bulgaria
Sourcc: Economic and Financial Htatiatical Servias,

Ministry of Finance. |
§ — Revieed
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The Christmas épirit was everywhere in avidense during the pas-t. metttha
Friends and relatives were buslly exchanging £ifts and the Geverners ef
Parhha and Sante Catarina were handinz eut, er at ‘least accused ef Bending eut 3
Jobsy The magnanimity ef Paranals QOeverner did net eitend te the otatefs *
civil gervante many of whem have net besn paid during the past 3 er L menths,
chnstms sales just abeut came up te last yearls &

Ceffee and lurber experts remeined lew and wage diccussiens continuei
in a number ef lecal induetries, Oredit cenditlens tightened with the.
appreach. ef the helidays.

The lecel telsphere cempany, an I.T. & T. subsidiery, rsached an
agreement with the Curltiba gevernment and stens were reparied te have been
taken te exprepriate a Parana elsctric company.

I1 - AGRICULTURE
2
1. Qeffes: Experts dropped again, 38,000 bepgs lésving Parﬂnngun. With
heth the Fedsral and State administratisns en the wey eut ns chsnze in the
pracent situation can ke expected uniil the new gevermments raveal their
plans, if they have any, for a solutien ef the Parana coffes problem.

One ef the sclutions ie the use of caffee for purpeses other than
consu%tian’ a5 & hmmragg. In t}ua connsction Indugtria Jacutinga de Cafe
Seluvel, S.As of Maringa (Parana) recently increased jts regiotered capital
te 300' mllien oruzeires and annsunced pl:ms te industrialize "axpurgc"
ceffae. Ne additienal iatnils wers ,ﬁl

BEUL] Etwns
BOURCES: ALl fabierel

2, Cetten: Parank qetten preducers are hepeful t.hn‘t. thsy cnsﬂ
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expert part ef this year's crep. Their hopes are based en GACE('s liburation for
expert of inferier grades (belaw grade &), Repertedly, this meve will permit. expert
of a tetal ef abeut 2,000 tens frem seuthern Brazil, principally Parand. Ansther
recent forocast of production for this year in Parand is 70,000 tonﬂ.

S0URCES: "Didrie de Parena® - Dec.18,1960; Deo.ll,

3. Weed: Newepaper reperts that Brazil will impert 1,700,000 tens ef
wheat frem The United States during 1961 are ssid te havs cauaui sems misgivings
in Parana woed circles. The mova is’ interpreted s a reprisal against Argentina
fer its failure te rasch &n apgresment with the Brazilian weod missien te Buenss
Alres,” Thare are misgivings because it is felt the wheai deal will damage the
Argsntine sconomy and thereby meks it even mers difficult then it is new te get
the Argeniinea te buy Parana pine,

- Experts of Parsnd pine te the Argentine markst declined 60% between 1557 and
1959, and sreppdd even further during 1960. No statistics an 1560 expor'ta are
available, Experis to Eurgpe were reperiedly goed,

SOURCES: "Diarie do Pﬂrﬂné" = Dec. l,l9m
"Estado ee Farana® - Dec, 1ll, 22, 1960
"Gazeta de Pove" - Dec. 7, B, 1960

III - LABOR:

Bailway Strike: Railway werkers in Santa Catarime went en strike December - -
23 demmr wages, payment of back salaries and accenplishment ef the
transfer of the Santa Caterina reilwey te the Federsl Railways Syitem, With the
transfer empleyees would receiva the same salariss as Federal werkers, The 3
strike has paralised the railread and resulted in milliens ef cruzelrss of lesses,
especially in Santa Catarina's biggest industrial city, Flumenau, and its bipgest
port city, Thajei. !

SOURCES: "Gageta™ -'Flerianepelis, Dec. 25, 20, 29, 30,
a1, 1960,

; IV TRANSPCRTATICON AND GOMWNIGATIDNS!

1 Telg@fnne C%QF The lecal I.T. & T. subsidiary, Cempanhia Telaf-nion
Nacienal has, after menths ef argument with the Curitiba city gevernment, reachesd

-an’ agreement en a rate increass, The' conpmjr ugreed te imstall 11,000 new lines

within 18 menths and in return was granted.a 93, 91 incremse,

COMMENT:' *'The ‘new ‘acosrd received headlines in the A
press. Ceverage was feirly ehjective, with the usual
excsptiana. OULtivs Hera! and "0 Dia * centinued ‘te
gpéak of Minterventisn®, (exprepriatien) and described
the agreement 88 "Ibers!s (the mayer) greek gift.

the peeple of' Curitiba. The cewpany reque ed.a

= i!lﬂ rin! nni a1
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LOo% rife ane is pet too happy with the 93% increape but it reslizes that the
prefeltura could hardly be expscted to concede amything greater. !

SOURCES: ALl papers.

2. Cempanhia Prada de Eiectricidade: The Federsl Chamber of Deputies has
granted [,50,000, cruzeires indemnities Ter-the exprapriation ef tha
Cempanhia Prada de Electricidade, which provides electric pewer to parts of
Centril’ Parana including the city ef Penta Gressa. The cenpany, Brazilian
euned, 'is accused of failing te supply adequate pewer, TIh's retort is that it
wag never ;ranted the rate incresses which would permit it te de s0.

'SUURCES: 'Didrie do Parang " - Dec.Pl,22,1960
"Estado do Parana" - Dec. 2, 1960
"Oazeta do Peve" - Dec, )y, 28; 1960
Mtine Herat - Dee. 2,19, 1960

3. ER=2

The Curitiba-S3e Paulec highway (BuR.-2) will ke "ineugurated" on January 25,
Predictiens ars that it will be clesed. en January ‘26, A team from "Estade se Paran
Tecenily traveled te Sde Paula by, Jeep on the tew road and the writer drove sver a 2
ceneiderable pertion ef the Parana stretch 2 4ays age. These are eur ebservetiens:
(1} "he Tirst 60 km, frem Curitibm to Se Pauls are asphal ted with the exceptien
of & 60 meter stretch lecated 7 lm. from Curitiba (why this has net been asphalted
nebedy knews) (2) In seversl parts ef this shretch thawve have been earth slides
ane. the asphalt has cellapsed. (3) There are 60 lai, which have net been &
asphilted and a runber of sections whers the read is cetmpletely impansable bacauae
of mud, landslides, etc. (L) Semé asphalted streches in Ste Paule have cema .
epart as the result ef heavy rains, peer censtruction op beth. (5) The read is a
deng way irem cempletien, 3

SOWCES: "0 Estade do Paréna® - Dec. 2, 23, 1960,

"Didrie ie Parana® - Dec. 8; 27, 1960
%0 Dia® - Dec. 2, 1960

V - FINANCE: : st T

1. Parand State Financesi Geverner Lupien has besn predding the State
Assenbly fer en oruzeires in supplementary’ credits te.cafry the state
thraugh te the end ef his sdministratien. The eppesition claims the heney will enly
be uped te fi11 “semebody's peckets. As a result sT the Aegislative battle ‘the fupds
hive net been apprepriated, Wi i e

| Iupien has alse heen wirking te get the Federsl Gevernment te remit the g
Article 90 funds due Paranm {the 207 of the Fadersl inceme tax ilstributed 1o the.
state munioipalities) but his. efferts 4n this tegard bave been umvailing. Ta. .
further cempsund the glate's Finsnoisl @ifficulties there is a Mien't pay veur state
incems tex!' -‘meve en prempted by the -uidel:!'_-puhli-sed.ﬂmndnl'ﬁrg ] T

; I which have been
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which hava been cemmenplace under I..upion. It is assumed that any muﬁey given
the aéministratien during its last menth in office will enly he miﬂappr-printed.

SGU'RGEBI "Di.nr:l.o do Pw‘lm" - Decs L, 1960
| "Estads 6 Parsna® — Dec. 20,1960
"o Diat - Dec. L, 1960

"Gazeta do Peve" = Dec, L, Dec. 27, 1960

2. Senta Cetarina Flnancest The state!s estimated receipts and
expenditures Ter Salendar ysar I—Siﬁ are Crd 1,080,000,000.

Outgeing Ceverner Hulse anticipates a balanced bidget but his successer can

always epen pupplemerntary credits if he wishes. The 1960 budget was lmecked sut
of belance by a flecd ef Ymidnight appeintments,

SOURCES: "Eatado -I‘.'Lorianepll:.s - Decy 23, 1960
"Gazet.a" - - Dec, 8, 1960

VI - DOMESTIC TRADE AND UOI‘]ME!RCIAL POLICY

Wheat: The threat ef & wheat shertsge and gimminent price inorsases
received considerable attentien frem the lecal press. A ialking peint was
provided by the presence ef 10,000 tens of wheat in the Port of Paranapud, -The
wheat is eaid tobe detert ornting for lack of t®anspert te the inmterier.

Elam= is put en the Parana-Sarta’ Catarina railwsy, which has net granted a request
for railway cars because the cars are &l béing used for ceffee shipments. Fress
ceverage of the U.S.-Brazil wheat agreement » Tecently anneunced by the Embassy

in Rie de Janeire, was slkimpye

SOURCES; "Estade se Farang® - Dec.)j,15,16,21,23,1960
MGazeta do Peve" - Dec.15; 27, 1960
#(1tima Hera = Dec.lc,21,1960
VII - FOREIGN TRADE AND COMMERGIAL POLICY

U.3. Sugar Uuota: Thers was disappointment here sbeut the lew sugar
queta granted Brawil by the United States, A bamer headline in friendly "Digrie
de Parand" read: "Brazil Cast Aside in the Purchase of Supar by the United
States.” The nete delivered by Brazilian Charge in Washingten,Garles Bernardes
was printed in foll end U5, Secretary ef Agriculture Bensan was rveperted as
having said during his Brazilian trip that he heped Gengress weuld censider
carefully the pessibility ef granting a queta te Brazil Mthe site of which sheule
be in accorssnce with Brazil's pr‘oduc'hion capacd ty® Bex'nariea n]aimeui Brazills
preduction could Measlily be inereaced",

30URCESt "D:i.ar:l.o do Parsna® -Dec.i’h,lgéﬂ

coi Gsunseler of Embdesy fer . o h
Cengular Affairs, AmEmbassy,Rie de Janeirwe, Baward M, Rewell
) Amarican  Cemsul
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Coffee Exports F/-"‘-ﬁ’\‘-" Cﬁ'ﬁ (J f[
(wrrsney Issua in December
Supplementery Bales of Dollars under BUMIC Instruction 193
Preliminary Ligt for LAFTA Completed
Controversy Over ELETRIERAS Plll Contimues
Carbon Black to be Prodvcsd in Salvedor
Fuselens Reported to be Interesled in’ Rio-Hiterci Tunnel
fres Maries Plant Indagurated
Tndustrial Workers Pansion Imstitute (IAPT) Acimowledges Difficultles
Strikes - S
COFAP Under Prespare to Auwthorize Price Increeses
Ford te Mamnfacture Antomobiles in Brasil
lon of PAA Jot Service from U3 West Coast
VARIG Beeks Furopsan Rowtes i
Kubitmehsk Inmagurates Varicus Highway Frojects
Furor Over Motion Ploture Dubbing Proposal
National Petroleum Council Approves Construction of Rafineries in
Porto Alegre and Balo Horlzonte
RPFFEA Opposition %o Construction of Rio-Balo Hog
toadwlll Vieit of Xansas-Mis
Public Tender for nld{l.'a

1, Coffes Exports:

Coffee exports during the'sEakh o Ao
bags (§). Exports dwring tha name pupfod List year sm

Total axports rwmm year, July 1, 1960/Jemuary 11, 1961
were 9,158,799 bags, BiiLp pyes exported during the mmme peried
of the 1959/60 marimting year. (OMFCTABBIFIND)
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2. O Issus in Decenber:

Accerding to Tigures regeived from ths Amertization office, Cr§l6.7 billien .
_Wea issusd in December 1560,

Commant: With the Ce§16.7 billien immued in Dacember, the totel ourrsmocy
{ssned in 1960 exoseds Cr$Sl.5 hillion. This figuve represents s 35.7% incrsase
mthnhmmwilmduurmeumw”. mthamqnbhp.ﬁodnf
1959, the corresponding figures sre Cx$3%.6 billion and aBj. (URCLASSIFIED)

3 mm-otmmmemmmmmwm

Total supplementery seles of U. B. dollars purchased under Instrustion 193
sinae 1ts inception on March 25, 1960 encunted to $105,297,000 by the end of
Decembar 1960, more then helf of this amsunt having been #old in the laat thres
months. Forelgn sxchangs sold under Instruction 193 is premised for dellvery
150 days after date of purchase.

Comnent: ¥From Merch mtil so:'tmber the weakly saverage of exire salss wes
about §I,500,000. This t 1 teadily during the last quarter of thes
year and for D ez the weekly mverage ded tha §6 million mari smidst
rumors that SUMOC Imstxuction 195 would be rasoinded. Ome slgnificant u:peut uf
ths mounting rate of extra sales in vecent weeks is the foreign exchange burde
1t will constitute for the new govermment mines thi overvhslming majority of
such sales--§70 million--sre not due to be redeemsd until after Janio Quadres
tales office st ‘the and of Jemuary. (UNCLASSTFTED)

4, Prelimi Ligt for LAFTA

tHith the retificstlon of the Treety of Montavides not yet scted wpen by
the Brarilisn National Congress, tha Brazilisn Pereign Ministry has completed
the Preliminery List of Eraxilisn n:pmuu. P:od.uctn end Coxmodities for the
Tatin Amsrice Fres Trade Area.

Press relesses indisate that the Jist, which contains qmmﬁll.tolr 1,200
Ltems, is ﬂiﬂhlluieqnbemmﬂ, wp to Jummry 31, st the patition of
exporters.. The 1ist is breken dewn under the following hesdings: Iive Animpls/
Livestook; Primsry Coxmodities, Raw nnd mnnud.; Focdstuffs and Beverages;
Mamufactured Products nade frem: Wool, Bbane,’ omm, Corsmics, Leather,
Tobacco, Plastics, Irom, Btesl and other. Metals; Chemicels snd Pharmaceuticel
Products; Textiles and Filber Produchs; Bellars, Mashinery, Davices, Meters end
Baginas; Vehicles, Mumﬂn and Parta; Gther Mechinsry and Mamafactired Pro-
Anata. {URCLABS XFTHR)
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leglsletive setion to oreate ELETROERAB was a telegrem sent to President
Hubltachek from Antonio Gallotti, vice presldent of the Light group, expressing
strong support of the memsure. The telegram included prelse for the lale Prasl-
dant Varges, who hsd fathersd the ELETROERAS ldes during his adnind ghration.

This message, as could bs expected, drew an lmmediate strong resstion frem in-
dustrial groups in Sfo Paulo, who have been volcing their systematioc opposltion
4o the b11l. Tn & telegram addressed to Gallottl, Mr. Humberto Hels Costs,
pregident of the Hyirselsciric Power Industrial Association of #lie Paulo, ex-
Presged grave concarn over tha attitude of the Light group for which he can find
no justification. (URCLABSIFIED)

Cemsent: This appesrs to be & Tather clever palitical nove en the part of

the Light growp, eimed at “taking the hest off" a&nd at réhabilitating itself in
the eyss of public opinion, which kaa been most critical. (OFFICIAL UEE ONLY)

6. Carbon Black to be Produced in Balvador:

vious reports, a press notice deted Jamuery 13 inlicabes thai
a contract has besn signed betwesn PETROERAS and Companhis de Carbonos Coleldsls
for the sigply of the necessary basic rew materisls from the Landulpho Alves
Refinsry =t Matexipe.

It dis stipulated in the conbract that thn rafinery is to furnish resideal
oils up to & maximim of elsven hunired barrels per dsy. This amount may sven-
tuslly be incressed by mtusl agreemant.

Onoe production of carbon black hes besn started, it s estimated thel
considerable savings of foreign currencies will result. (UNCLASSTFIED)

T. Rusgisns Reported to be Interested in Jio-Nitewol Tunusl:

According to newspsper reports, thres Russlen engiusering groups have
agind permission, through sn Eibsssy which maintaing diplomatic relations with
the Borlet Union, to offer blds for the constrmoticm of the Rio-Niteral Tunnel
(PWER Babdse 559, Jenuary 4). Tn ons newspeper sccount, fr. Djelma Hunas,
president of the privete comuittes for the tonstruction.of the Rio-Hlterol -
Tunnel, indicates that should tha Russisna be' granted permissien to’'enter the
‘bidding, thqwﬂdoﬂorteminwlvhgncmhﬂ@otoqrﬁamagm‘in
payment for tha constructlon; under such an arrangement, the collectiom of tolls
would be laft to the Bresilians. 3

I Tt is reported that the mmber of foreign firms inteyested in offering
bidl_tphuﬂ,ﬂthntm!,huhuhﬁﬂl'pgmhm-noﬂh;inu:l,nbd.inth:.r_ ;
mmbar are mroﬂnw.g 50 American, 19 French, B German, 5 Dubch, £3 British,
L cenadian, 2 Balgian, 8 Jepanese snd 3 Swedish firms. , ' (UNCTASETITED)
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8. Tres Meriss Plant Inangureted:

on January 14, President Kubitschek officially insugurated the Tres Marias

plant, The plant, vaich is located on the upper Sko Frenei