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NUMERICAL-SUBJECT LISTING OF DOCUMENTS

IN CLASSES 7,8, AND 9

CLASS 7

INTERNAL POLITICAL AND NATIONAL DEFENSE AFFAIRS

Potitical affairs and conditions, Elections, Political parties and groups, Political
refugees, Defectors, Amnesty, Revolutions, riots, disturbances, Civil war
Communism, Bolshevism For espionage, and
Fascism, Nazism subversive aclivitics,
Socialism see TRE524

Agents (otlier than diplomatic or consular)
In country ##
Immunities, privileges, excmption from taxation, etc. (in country##)

Govemment, Recognition
Advisors
Mandates, Trusteeships
Temitory (including teritorial waters, continental shelf), Geographical names,
Maps, Aerial photograplhy
Temitory oecupied by foreign military forees
Constitution
Flag
Misuse of flag, insults and indignities to flag of country *¥ by nationals of
country ##
Seal, Coat of arms
National anthem
Political rights, Suffrage, Frecdom of speech, Human rights

Cliizenship, For U.S. citizenship, see 130
Passports, Certificates of identity. For U.S, passports, see 130

Execulive branch of govemnment. For U.S,, sec Class 1

Chief executive, President, King, Regent, Govemor-General {including family)
Govemors of states and districts s

Vice president
Cabiriet, Miristey (including Foreign Office, and all other govemment agencies)

Civil service, Salaries, Retirernent




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

National courts, Personinel; Rules
Attorneys, Practice of law

Proceedings, Judgments

Jurisdiction
Process issued for service abraad
Righus of alicns to sue in national courts
Absconding defendants and witnesses

Laws, Statutes, Ordinances, Decrees, Acts, Codes
Criminal
Civil. For marriage and divorce, see 8** 4141
Commercial
Probate
Bankruptcy
Admiralty jurisdiction

Procurement of evidence
Procurement of evidence from country ## for use in country **

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

Other judicial matters
Authority to administer oaths
Reguirement of country regarding authentication of documents for use therein

Mixed {intermational) courts
National defensc affairs, Army, Navy and Air (general)
Fortifications, Defenses

Intelligence activities, Subversive activities
Biographical data (** nationality of individual)
Intelligence activities, espionage, of country ** in country ##, For Communist
activities, sce 7%4,001. Classify under individual cases where possible

Military and naval courts, Law

Maneuvers, Targel practice, Troop movemenus (use 7**.34 if wilhin temilorial limits
of country *¥)
Movements of, and attacks upon, naval vessels and military and naval aircraft of
country ## within territorial jurisdiction of country **, Overilights

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




T#* 5512 Pay, Subsistence, Retirement, Pensions
552 Marine Corps
553 Schools and academies
55344 Admission of nationals of country ## for visit or study (includes admission for
observation to war industries, airplane plants, cle.)
554 Auxiliary services, WACS, WAVES, WRENS, ctc.

.56 Equipment and supplics

Armanients, ordnance, arscrals, ammerics, tanks, trench monars; flame throwers.

For governmental control of arms traffic, scc 4%*.#48
Atomig bornbs, Hydrogen bombs
Guided missiles, supersonic weapons, rockets
Poison gases, bacterialogicals, chemicals, For illegal or inhuman warlare, see
6%+ {126
Small arms, bombs, grenades, rifles
Helium

Ships,vessels and aiteraft (including constructien, ete.)
Batlleships, cruiscrs, destroyers, other naval vessels (all types) (includes
constiuction, purchase and sale; accidents etc.) For international negoliations,
treaties, cle., in limitation of armaments, see 6%*.##12
Aireraft, bombers, fighters, gliders, jel-propelled aircraft, all lypes of military
or naval alreraft (includes construction, purchase, sale, accidents, cte.)

Bases and posts
Country in which located ## (includes air, land, and sea bases, landing fields,
fucling stations of any type, navy yards, drydocks, etc.)

Uniforms, Clothing, [nsignia
Exchange of uniforms with country ##, smaller country number
Unauthorized wearing of uniforms of country **

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

Missions (** country in which located)
Visits, cic,, of military, nayal, or air force personnel and/er equipment of
country ** o counlry ##, For admission of foreigners to study in or visit military,
naval and air force schools and academies, scc 7** 5534
Entrance of naval vesscls into the Great Lakes (=¥ nationality of visiting naval
forves)

Civil defenses, Civilian (non-military) defensc organizations, measures {Air-raid

wardens, firc wardens, blackout measures, air-raid shelters; Protection against atomic

bomb attacks)

Stockpiling

Rubber {niatural and synthetic)

Petroleum

Minerals

Drugs (all types of pharmaceuticals, etc.)

Fibers

Other commodities not listed above




CLASS 8

INTERNAL ECONOMIC, INDUSTRIAL, AND SOCIAL AFFAIRS

Econemic matters, Conditions (gencral)
Eccnomic adviser
Statistics (general)
Conservation of natural resources. Classily subjoctively when possible

Cest of living, Retail prices, Black markets (general), Classify subjectively when
possible

Housing, Rents, Building construction (includes commiercial and industrial housing)
City and country planning, Elimination of congested and slum areas, “Blighied"”
areas

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

Fuel, Fuel conditions, Fuel shortage (includes coal, wood, peat, oil, coke), Black
markets

Capital
Investment of, or field for investment of, capital of country ** in country ##

Cooperative systems, Rural credits
Corporations, "Big" business {formulation, regulation, bond issues, slock
cernificates)
Combinations in restraint of trade, Monopolics, Cartels, Trusts, Contracis.
Classify subjectively when possible with XR to 8**.054
Domestic trade conditions, Retail trade

Labor, Labor conditions (general) T
Hours, Wages (for pensions, see 84*.07), Unemployment insurance and
compensation
Organizations, Unions, Relations wilh employers, Strikes, Lockouts, Slowdowns
Female labor, Child labor
Compulsory labor, Slave labor
Hazardous employment, Accidents, Prevention of accidents
Employer's liabilily. For pensions, see g4 Q7

Pensions, For mililary pensions, sce 7#*%.5512
Industrial
Old-age (social insurance)

Insurance, For "social” insurance, see §**.072
Life
Fire
Aceident (includes all types of accidents)
Automobile
Health
Marine (includes war risk insurance)
Aviation

Financial matters [general), Budget, Debt, Bond issues, Loans, Public securities,
Balance of payments. For war-time regulations, sc¢ OF* 231
Financial adviser




Taxatien
Land, Realty
Income. For double taxation treaties, sce 6** 921
Personal properly
Inheritance

Lolterics

Monetary system, Coinage, Currency, Bullion, Mint
Forcign exchange, Exchange rates
Currency of revolutionary governments
Counterfeit, Counterfeiling (** country whase currency is counterfeicd)

Banks, Banking, For war-time measurcs, sec 6% #1231
Branch banks of country ** in country ##
Lnterest, Discount

Exchanges, Commodity exchanges. For currency exchange, sce 8**.131
Stock
Colion
Wool
Livestock
Grain
Produce
Coffec
Sugur
Qther cxchanges

Lands
Rights of nationals of country ## to hold or acquire real property in country **
Colonization in country **

Intelleciual and industrial property (see also 6% * ##233) (** indicate country in which
protection is sought), For Lreatics, see G+ #4095

Patents

Trade-marks, Trade names

Copyrights

Iminigration, Emigration, For immigration the United States, see 130
Immigration (o countey ** from country #
Residence, trade and travel of aliens in **, Foreign visag, Tourism, Forcign cxit
permits

Industrial matters, Nationatization, Classify subjectively when possible. For
monopolies, concessions, [ranchises, contracts, alc, see g 054
Atomic energy peaceful purposes. Classify subjectively when possible
Expositions, Exhibitions, Fairs {scc also 4k 4174 and 5¥* HHZ)

Agrculiure
Agricultural adviser
Agricultural ¢lubs (4-H, ete.)

Soil, Properties, Tillage
Soil conservation; Drainage, reclamation, irrigation; Trrigation dams; “Dry
farming,” Fertilization




Pests affecting plant Life, Diseases, Blights, Insccts, Metheds of combating. For
regulations governing impertation of plants, etc., sec Class 4

Field crops
Grains
Wheat
Buckwheat
Qats
Rye
Com
Barley
Rice
Hops
Other ficld crops
Fibers
Cotton
Hemp, Sunn
Flax
Jue
Ramic
Sisal, Cabuya
Abaca
Kapck
Alkaloidal plants
Taobacco
Tea
Coffce
Covoa, Cacao
Vanilla
Medicinal herbs, Ipecac
Forage crops
Grasses
Alfalfa
Clovers
Cowpeas
Soya beans
Vetches
Sugar-yiclding plants
Cane { For processing or manufacturing
Sugar beet of food, etc.. see 8%+31
Garden crops (vegetables, such as Lettuce, Tomatoes, Potatacs, Pepper, Nuuneg,
Spices, Pulses, Dandelion, elc.)
Fruits
Citrus fruits
Berries, Currants
Grapes, Raisins
Figs
Olives
Bananas, Plantains
Nuts, Coconuts (Copra), Palm kemels
Other fruits, Apples, Apricots, Cherries, Dates, Nectarines, Peaches, Pears,
Persimmons, Pineapples, Plums, Quinces
Flowers, Bulbs




84+ 230 Trees. For manufactares of wood products, see 8%*.3 and §++.391
2391 Faresry, Fires, Firc prevention, Relorestation
2392 L.umbering, Timber cutting
2393 Barks, Cork, Cinchona
.2304 Saps, Resins, Gums, Turpentine, Naval siores
2395 Rubber (includes all natural rubber). For manufactures of rubber products and
synthetic rubber, see §%*.324

24 Animal husbandry

241 Practice of veterinary medicine, Cutbreak or incidence of animal discases where no
guestion of exportation is involved

242 Domestic animals

2421 Beasts of burdcn

2422 Stock raising

24221 Catle

24222 Sheep

24223 Swine

24224 Poultry, Egas

24225 (Qstriches, Ostrich farming

2423 Dairying, Milk, Cream

2424 Bee culture, Honey

2425 Silk culture, Sericulture

243 Wild animals, Game laws

2431 Hunting and trapping industry

2432 Birds

244 Fur seals. For treatics, see 6%+ 7

245 Fisheries (including sponge fisheries). For treaties, sce 6%*.4#6

2451 Other products of the sea, Pearls, Pearl fishing

246 Whaling. For lreaties, sce 6% #48

.25 Mines, Mining

253 Laws, Regulations

252 Accidents, Prevention

253 Precious metals and precious stones
2531 Gold

2532 Silver

2533 Platinum

2534 Radium

2535 Diamonds

2536 Other precious melals and stones
254 Base metals

2541 Iron

2542 Clopper

2543 Lead

2544 Tin

2545 Zinc

2546 Uranium, Other atomic minerals
2547 Other base mctals (chremium)
255 Carbon, Graphite. For fuel conditions, see 8*+.04
2551 Pear, Lignite

2552 Coal

2553 Petroleum, Qil

2554 Natural gas

2555 Helium




84 256 Other mining producls
.2561 Salt
.2562 Sulphur
2563 Potash
2564 Sodium nitrate, Saltpeter
2565 Asphall
2566 Lime and cement
2567 Phosphates
2568 Asbestos
2569 Baugzite
257 Quarries, Quarrying

26 Engincering, Architecture. For housing, see B*+.02

261 Public works, Public construction, For harbars, docks, and ports, see 9%%.754
2611 Buildings, Markets, Market places

2812 Roads, Highways, Bridges. For railroads, see 9712

2613 Parks, Playgrounds

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

2615 Sewerage, Digposal plants

8430 Munulactures, Manulacturing

A Foods

A1l Ment and slaughterhouse products, Meat packing

312 Diry, fish, fowl and game products, Toe cream. For milk, eream, and eggs, see
g% 2423 and 8%%.24224 respectively

313 Grain products and preparations, Flour, Cercals

34 Nut products and preparations

315 Vegetablc and fruit products and preparations

316 Beverages and beverage materials, aleoholic and non-aleoholic
Breweries, distilleries. For liquor traffic, see 8++.531

317 Spices, Condiments, Flavorings, Leavening products, ExLracls

318 Sugar and related products, Candy. For honcy, see 8%%.2424

319 Animal, fish and vegetable oils and fats, edible

32 Animal and vegetable products, inedible

A2 Hides, Skins, Furs, Feathers. For trapping industry, see 8%%.2431; for
marufacture of wearing apparcl, see 8%* 351

.322 Leather and leattier goods. For shoes, sce §**.351]

323 Tobageo manufaciures

324 Rubber manufactures, including synthetic, For wearing apparel, sec 8+#.351

.325 Animal, fish and vegerable oils, fals and greases, inedible. For medicinal oils, sce

84+3971

3251 Tung oil, Palm oil

326 Miscellaneous animal products, {aedible

327 Miscellancous vegelable products, inedible

328 Cork and cork products

33 Tron and steel and related industries, Building and paving materials and equipment

331 Iron and steel, Steel mill pmducts

3311 Heavy machinery. For transportation and construction squipmerlt, see 8**,333
and 8%+.334

3312 Light machinery, including agriculrural and dairy. For heuschold and office
appliances, see 8%%,343

3313 Foundry and machine shop products not otherwise classifiable




g¥k 3314 Scrap metal
332 Building and paving materials (all types, metal, wood, glass, e1e.}
333 Transportation equipment {all types)
3331 Aulomobiles, Trucks, Buses, Motnrcycles
3332 Railroad, Logomotives, Cars, Signalling devices
3333 Aircraft. For milltary aircraft construction, seg 7#*.3622
3334 Shipbuilding (all Lypes, sizes, except naval). For censtruction of naval
vesscls, see TH 5621
334 Construction cquipment (all types)
335 Cummunications equipment (all types)

Household, office and school fumishings and supplies. For silverware, sce g+ 38, for
glass and chinaware, see 8**.3931

Furniture. For anliques, scc 8**.38

Floar coverings, MUgs, carpels, linaleum, etc.

Appliances (all types), Electricul and gas appliances

Draperics, Curtains, Shades, Blinds, Venetian Blinds, Avwmings

Houschold linens, Beddings, Matiresses, Pillows, Cushions

Other hauschold, office and school fumishings and supplics

Kitchenware, Pots and pans
Office machines, Adding machines, Calculatars, Typewrilers

Clothing, Textile industry
Wearing apparel (men's, women's, children’s and infans’)
Shaes, all kinds
Hats
Accessorics
Catton manufactures, Thread, Picce goods
Linen manufactures, Thread, Piece goods
Woal manufactures, Thread, Piece goods
Silk manufactures, Thread, Picee goods
Hair manufactures, For beauticians' supplics, see 8%*.395
Jute, hemp, flax, coir yam, reed and straw products, rope, burlap, haskels
Synthetic fibers, Nylon, Rayon

Sponting and athletic equipment, Recreational cquipment, Toys and pames, Musical
supplics and equipment, Smokets' supplies, Theatrical supplies and equipment

Photographic apparatus and suppiics, Artists’ supplies, Paintings, Pictures, Cametds,
Printers' supplies

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

Other manufactures, Miscellancous. For building and paving materials, sce §%%332
Lumber, Wood praducts not otherwise classifiable
Paper, Paper products not otherwise classifiable
Newsprint, Wood pulp
Manufactured noa-metallic minerals not otherwise classifiable
Marble, Lime and limestone, Ashestos, Slate, For mining, see 8**.25
Glass and clay products, Ceramics
Fuels and petroleum products, Refinery producis. For oil, wells, oil-drilling,
efc,, see B+ 2553
Metal mamufactures not otherwise classifiable, Aluminum, Copper, Brass, Bronze,
1.cad, Tin, Zinc. For manufacture of iron and steel, see £%%.331




8+4305

396

Beautician and barber equipment and supplics
Toilet preparations, Cosmetics
Scientific and professional instruments and equipment (surgical, dental, optical,
elc.)
Chemicals and dyes, Industrial alcohiol
Mediginal and pharmaceutical preparations, Drugs, Disinfcetants. For illicit
traffic in narcotics, sce 8+*.33
Fentilizers
Explosives (non-military} (see also 8**,36)
Paints and vamishes, Stains, Enamels
Soup, Cleaning compounds, Polishcs
Chemical specialties, Plastics, Celluloids, Cellulose, Cellophane, Resins
Notions fmd novelties, Flags, Pennants, Emblems, Badges, Ping
Morlicians' supplies and equipment

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

People
Race problems, Disturbances, Massacres, Pogroms, Displaced persons, Relugeces.
For political refugess, see 7+¥.00
Language, Literature
Religion, Church. For protection of religious missions, sec 2**.##
Manners and customs, Dress, Mode of lile
Marriage, Divorce
‘Welfare of mother and child. For child labor, see §%+.063

History
Historical relics, Manuscripls
Monuments, statues, memorials
Public records
Commemorative celebrations
Holidays

Education
Advisers
Elementary education, Primary sehools, High schools
Advanced cducation, Universitics, Colleges, ete,
Technical, Commercial, Agricultural
Education of the blind, physically handicapped
Vocational
Reeiprocal recegnition of diplomas
Librarics (see also 54 1)

Fine ars
Painting, Drawing
Sculpture
Architecture
Engraving
Photography
Music




Amuscments, Sports, Recreation
Theaters, Stage, Operns, Muscums, Camivals, Concerls
Motion picturcs
Spors, Athletics, Indoor amusements
Olympic Games

Spcicties (including social orgatizations)
Beller citizenship organizations
YMCA, YWCA
Boy Scouts, Girl Scouts, Camp Fire Girls
Military and veterans organizations

Eliquette
Cercmonials
Precedence
Salutes
Ceremonial communications, New Year's greelings, Felicitation on national
anniversarics, #% country sending felicitations

Entertainment in country **
By the country or its officials
Audienice with the chief excoutive or sovereign
Presentation at Court
By private persons and societics
By resident efficers of the United States
By resident olficers of other foreign countries, ¥ nationality

Calamities, Disasters, Earthquakes, Tomadoes, Cycloncs, Typhoons, Famines, Fire,
Relicf measures {see also 8+*.03)

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

Mmicipal government
Police organization
TProtection against firg

Crime, Criminal orgianizations, Suspeots

Traflic in narcolics
Liquors, For manufactures of liquors, see g*+316

Sex relations, Prostitution, Procurcment, White slayve raffic
Traffic in obscone matters, literature, €Ic.

Public health, Diseases
Vital statistics, Birth, Marriage, Death
Dispesal of the dead, Cemeterics, Cremation
Hygiene and sanitation, Quaranting against communicable diseases (home,
school, vessels, aircralt)
Supervision of foad and drugs. For food and drug regulations, intemational trade.
sec 4% #4151, Materiz medica
Practice of medicine and surgery, dentistry, eplometry, psychiatry, pharmacy,
nursing, psychology




Correction and punishment
Prisons, reformatorics, jails, penal colonics, farms, elc.

Charitics, Philanthropic organizations
Red Cross
Hospitals, Asylums
Salyation Army
Instilutional homes, Almshouses, Orphanages
Soldiers’ and sailors' homes (military and naval}
Scamens' homes {merchant marine)




CLASS ©
COMMUNICATIONS, TRANSPORTATION, AND SCIENCE
Communications {gencral)
Concessions, Coniracls
Laws and regulations
Censorship
Postal
Concessions, Contracls
Laws and regulations
Censorship
Rates, Postage (demestic and foreign)
Fraudulent use of the mails; For traffic in obscene maticrs, see §** 541

Transportation of mail between country or arca ® and ##, Use smaller number for **

Parcel post
Intemnational parccl post transportation

Maney orders (domestic and foreign)
Postal savings banks

Cormplaints pgainst service
Nondelivery, Delay, Misrouting

Loss, Theft, Damage, Tampering with mail

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

Communication between country *#* and couniry ##, Use smaller mumber for **
Codes (commercial and govemmental)
Complaints against service
Telephone

Congessions, Contracis

Laws and regulations

Censorship

Rates (domestic and forcign)

Commuiication between country #* and country ##. Use smaller number for **

Complainis against service




Radio, Radio broadcasting, Radin-telegraph, Receplion, Moniloring {sce also 5% ##4)
Concessions, Contracts
Laws and regulations
Censorship

Communication between country of area ** and country or ared ##, Use smaller
number for **

Amateurs (“*ham™ operalors)

Television, Facsimile transmission
Concessions, Contracts
Laws and regulations
Cengorship

Communicaiion between country or ared ** and country or arca ##. Use smaller
niumber for #*
Public press

Newspapers, Clippings, Ttoms

Newsgathering fgensies (including news broadeasting), Commentaters
Newsgathering agencies (** nationality of newspaper or magazine and i# country of
area of operations)

Magazines, Periodicals, Books, Book publishing
Censorship of newspapers, books, and ollier printed malerial

Transportation (land, air, and water)
Laws and regulations (general)

Land Lransportation
Land Iransportation between country or area ## and country or arza ##. Use
smaller number for **
Laws and regulations
Railmad, Railways, Ratcs, Demurrage, Accidents
Rail transportation between country or area % and country or area ##. Usc smaller
number for **
Street railways, Subways, Buses, Taxicabs and other land rransport, Accidents,
Rates
Autotnobiles (privately owned and operated), Trucks, Muortoreycles, Accidents,
Rates

Air transpontation (all types, non-military aircraft). For air transportation rescrvations,

see 9% 72.RES

Alr transportation between country or area % and country or arca ## (smaller
country number for ¥*) (includes regularly cstablished airlines and non-scheduled
fiights, private Mights [non-commerciall, permission for flights). For movements
of military aircraft, see 7<% 5R##

Laws and regulations (air pilot licenses)

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

Accidents (** nationality of planc), Repairs

Airports, Landing fields, Landing aids, Radar, Landing rights

Fucling




Otk 726 Sale, Purchase (** indicates nationality of purchaser), Charter, Registration,
License, Libel
127 Documentation and inspection, Cargo, Manilests, Bills of health, Entry and
clearnnee

7 Water transportation, Merchant vessels, Merchant marine, Yachts (includes all water
transportation inland, coastwise or other). For water transportation reservations, sce OFE T2
RES
‘Water transportalicn belween country ot area ##+ and country orarea ## (includes
regularly scheduled steamship lings) (smaller country number for +%)

Rivers, Canals, Flood prevention
Laws and regulations
Rates, Concessions, Contracts, Subsidics
Accidents, Disabled wrecked or stranded vessels, Repairs (** indicates nationalily
of vessel; use name of vessel)
Harbors, Docks, Ports, Port facilities, Maintenance items and services available 1o
or rendered foreign vessels, Stevedoring
“Taxcs on ravigation, Tonnage, light. harbor and part dues, Other Lixes
Movements of vessels (** indicates registration of vessel)
Fucling and provisioning (** indicates couniry fueling vessel)
Documentation and inspection, Admeasurcment, Cargo manifests, Bills of health,
Ship's papers, Entry and clearance
Sale, Purchase (** indicates nationalily of purchaser), Chaiter, Regisiration,
License, Libel. For construction of vessels, sce #+% 3334, Usc name of vesscl
for “libel” only

Navigatian (land, air, and water), inland, coastwise and other
Aids and menaces to navigation, Signalling devices, Radar, Radic beacons, Light
houses, Lightships. For “LORAN", sce 900.741-LORAN

Persornel, Crews, Seamen, Aimmen
Discipline, Insubordination, Mutiny, Iigzal acts commited by the crew on vessels
and aircraft (il treatment of seamen, desenion, abandonment). For scamens’
homes, sce §¥*.576
Merchant marine schools and academies
Admission of nationals of ## for visit or study

Science (general)
Research and dovelopment

Seicniific institulions, Laboratories, Bodies
Scientific publications, Films
Seientific facilities and cquipment
Uilization of scientific and technical personnel
Government's relation 1o science
Scicntific training program

Physical sciences
Mathematics (arithmetic, algebra, geometry, tigonometry, caleulus, differential
cquations, graphs, statistics)
Astronomy (theoretical and practical, celestial bodies, 1ables and atlases,
navigation)
Physics, Rheology, Crystallography
General mechanics
Mechanics of fluids
Megchanics of gases




Ok 8134 Optics

8135 Heat and Cold

8136 Electricity and magnetism {gyroscopes)

8137 Nuelear physics and nuclear chemistry, Cosmic rays, Heavy waler

8138 Atomic and molecular physics

8139 Miscellanecus, Time, Calendar, Weights and measures

814 Basic chemistry (analytical)

815 Applicd chemistry

4151 Liquid fuels and lubricants

8152 Resins, nubbers, plastics, auxiliary chemicals

8153 Pharmacewticals and antibiotics

8154 High performance {uels liquid monopropellants, solid propeliants and
explosives, bipropellants [fuels and oxidants], combustion and Mame
phenomena)

8155 High lemperamre materials

8156 Fats, falty waxes, soap

8157 Other industrial chemical products

81571 Industrial explosives

81572 Gases

81573 Agriculrural chemicals

81574 Leather and glue

81575 Inorganic NEC (potassiumn nitrate, sulfuric acid, etc.)

8158 Chemical warfare

816 Metallurgy

82 Earth sciences. For lravels, expeditions, and explorations, see 031,#4:4
821 Geography

8211 CGeographical names

8212 Mapping, map analysis, surveying

822 Physical geography

823 Geography of setlements

824 Military geography

825 Human geography

826 Political geography

827 Economic and commercial geography

828 Geology

829 Geophiysics

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

8295 Oceanography, Oceanic organizations

8206 Seismology

8297 Terrestrial magnetism

8298 Miscellaneous (vulcanology, tectonphysics, ete.)

83 Nartural sciences
831 Biclogy
C Biological warfare
832 Botany

Zoology




Medical sciences (dentistry and human reaclions to envitonmentil elements,

ete.)
Medical aspects of radiology, radioscopy, chemistry, and biology including
warfare

Eleetronics (communications devices, radar, senar, etc.)

Engineering
Civil engineering
Sanitary and public heallh engineering
Mechanical engineering
Elcetrical engineering
Mining engineering
Ordinance engincering (propellants, pyrotcchnics, etc.)
Aercnautical engincering {supersonic, erc.)
Engincering, Power plams
Chemical engineering

Other sciences, Philosophy
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CHBAMEER OF DEPUTIES

COUNCIL OF MINLYTERS
PROGRAM OF QOVERNMENT BASE3
ANALYSIS OF THE ECONOMIC AND
SOCIAL SITUATION OF BRAZIL

Introduction
fYour Excellencles, members of the National Congress:

fphe crisis of the Executive power, which oblliged the Brazilian
Parliament to asaume the government of the country, lends apeclal
significance to this moment, when the mesmbsrs of the Counoll of
Ministers, in the fulfillment of their constitutional obligabtlion,
gubmit to the high esonsideration of Your Excellencies thelr program
ef administrative action.

Ahey do it eonseious of their reasponsibilitys-unprecedented
in the Republicesbut animated by the result of the experience of one
of those rare oppertunities in whieh & nation puts its effeetive
unity to the test. A result which is an expresalon of and a
testament to the maturity of the Braziliian pscple, through the con~
gtitution of a government of true national union, in benefit of a
greater commitment to development, order and soolal peace.

Athe eomprehensicn of hisbtory wlll identify in the prcesaa of
this development, alrsady very complex, the impact of multiple soolal
tensions, moved by rich and varied ensrgiss, the desp cause of the
regent crisis. Ooing beyond the framework of a unipersonal direotion,
Braziliasn dsvelopment has shown the inadequacy of presidentliaiism
a8 an instrument of political desision in the present stags of our
svolution. Eeonomic and social pluraliam, the pledge of our Progress,
wlll neocessarily have, in Cablnet Goveroment, a more apt and
flexible form for the collestive distribution of /responsibilities for/
the conduct of national polioy.

fThe program here presented expands systematically the
necesaities and the objeoctives of Bragilimn developmsnt, sd the
policies which the Cabinet of Minlsters understands as wost adequate
for the fulfillment of the mandate reesived from Your Exosllencies.

e canpot fail to enuneiate, immediately, however, some
preconditions on whioch depsnd both the aetion of the Cabinet and
the very continuity of that procesgs, and which demand a deep agresment
by our community.
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fT¢ will not be possible to think of development without

. soolal And politleal stabllity. On emerging from a ssrious erisis,
we oan perceive, in its entirety, the price of instability, which
subjeots us to sudden retrocessiona in the sonquesta palnfully
achisved by slow and eontinuous oollestive effort. It will be
indispensable for us to voteesgll Brazilians=-for the eontainment
of insonformities and intransigencies, and to accept always the
humility of the democoratic dimlogue, instead of attempting to
impose individual points of view, 1ln an exacerbation of spirite
which is to the interest only of the snamies of our eountry.

fipne understanding of soolal dynamism reveals, mesnwhila,

that stabllity is a funetion of the constant adjustment of the
jnatitutional framework to the new forms of a sosiety in transition.
In this step, the Cabinet oonsiders that parliamentarism has
oreated a mors able instrument==and the urgent obligation of 1ts
full upilization==to make conerete the baslc reforma whioh the

. gountry craves, and the neglsct of which has been rapesatedly
imputed, unjustly, to the Nationsl Congresa. For these reforms
the Cabinet hopes, with the support of the Parlliament, to explolt
all the potentials of the new regime.

A1t 1s wlse imperative, in a aystem in which the necessary
eloss relationship between the State and private initlative in the
sconomie fleld finds badly-defined limits, to demonsatrate areas of
competence and create safe econditions and predictabllity of economie
caloulation. The private ssotor ought to bring to national davelop=
ment the contribution which is demanded of 1%, and whioch in 80 mEDy
sectors has shown itself highly useful. The stage whieh the natlonal
egoncmy has alrsady attained no longer is compatible with a regime
of indefinition which drugs initiatlve, erastes immobility and
coniributes to shading the clearnesa of pelitical and Juridieal
conoepta which comprise our sonstitutional structure. The State
18 not in need of additional tasks, but the means to execute those
which already overleoad 1it,

Amhe last of the preconditlons to point out i1s that which
will convey, fully, the meaning of historic responsidility and the
desire of the group to opt for davelopment: austerity, as much for
the goverrnment as for the people.

Bne demonstration of national unity, of the patience of
the Brazilian people, and of the political wisdom of their repre=
sentatives, into which the recent erisis converted itself, has
made evident, in all thelr vigor, the elvic reserves which the
nation has availsble. Mobilized for the sonstructive werk of
development, it will be eaay to find forces to support the
georifices for whish [onlopmnt salls in pasaing, and to make of
the bendifits, whloh oin already De foreseen, the rruit of an ever

e
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more collective decision by the Brazilian psople.

. ifhe program of government which we offer for the appreclation
of the National Congrasa represents an effort to equate the great
problems with which the nation is eonfronted and to indicate tha
measures which will put them on the road to solubtion, within the
periods foreseen, as soon as human and financlal rescurcas mobllized
by the public powers permit. In it atands out, as the maximumn
sxpresaion of national maturity, the courage to foous and defines the
econditions of penury and ignorance in which sush a great many
Brazilians live, along with the resolutlon to face them. The
greatest indication that Brgzil is moving toward development 1s
this stricken sonsslousnsss of its problems and this inconformity.
For each goal attalned on the road %o devalopment, newer and even

gr::ter tasks unveil thsmselves, challenging the energies of the
nation.

fiphis oritical consclence and ingenforwity with backwardness
and misery are what guarantee to Brazilians the right of being today
an optimistie people, Everyone knows that tomorrow will be better
than today because of our cepasity to mobilize==for work, study and
ragearch~+ths never-ending patrimeny of which we are heirs, in order
40 place it at the serviee of the wellsbeing of our pecple.”

Brasllia
September, 1961

e e S b
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CHAPTER I

ANALYSIS OF THE SITUATION

1., Reocsnt Growth of Brazilian Economy

In the past thirteen yeara the Brazilian Gross Kational Froduet
jnoreased at the annual oumulative rate of 5.2% (at constant prices, acoord-
ing to data from the Getdlio Vargas Foundp ion), At the present thythm of
demographie expansion, which has reached (2 per year, the anpual inorease
of psr oapita income is arcund 2,5% per year.

2, Insufficient Rate of Growth

That rate of incresss is insufficient in two major aspectsl

a) Tt does not allow the deerssge in the desparity of inccme in
relation to mora developed countries, and

b) It does not ensure produstive employment to B fret growing population.

Available data on the increase of total end per capita Cross Fational
Produst of some highly industrialized countries ahow that thess countrisa have
obtained & rate of growth higher than ours in the past ten ysars, That the gap
that separates us from them is widening is demonsbrated in the following %able:

Annual rate of inoresse of Urose
National Product

Tatal Per Caplta
Japan 10,3% 8.7h
West Germany 10, 4% 5.3%
France 9.0 8.2%
Unitsd States 8,5 4,3%
fustralia 6.7 4,1%
Brazil 5.2% 2.5%
It should be stressed that swoh countries have attsined the resulis
shown Within democratio forms and institutions, and have demonatrated the

poeeibility of achieving an accelsrated econocmio development without sacrificing
fheir political 1iberties under any form of totalitarianiem. Cur inadeguate rate
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of inovease is further evidemoed by 4he faot that, if present trends were to
contimue, it would take us #o 1less than 36 yesare %o atiain & per capita incoms
of €00 dollars; level from which, baged on prasent values, oné aculd say that
Brazil would be surpassing lta underdevelopment atage.

The provision of productive employment foxr the national labor foroe
requires an ambitious rate of inorsasge as & reault of two fagtors., First, the

rats of population inorease is high, and everything indicatea that it will 7
. sontime 4o grow for some time becmums of moxe rapld decline in o :
rate than in the birth rate, Our population today is BU® iion inbabitante and

. it will reach (¥ million at the end of 1961/65 period. It s nunombla_it_o_,f_.(_e\j}
eatinate that we shall pass _4he £ million mark by 1970 snd the 1% million merk
& by 1950. Becondly, owing 4o the high proportion of idle people among the
population, the probable rats of abscrption of additlional manpowsr into the
1abor market will sxoeed the rate of population growth 1tself, In 1959 the
working population in Bragil socounted for only 34% of its total, =a contrasted
with 4o;tp in the United States and 46% in Western Huropa. Foonomlo development
inevitably implies an nagtivation process" through which persons from the idle
group are transferrsd to the working group, and it should be assumed that by
1980 the percentage of our population which im active will be comparable to
that of the United States of today, Obviously this will ocour only if real
Jjob opportunitles are oreated for this potentiaml labor foroe. In abeolute
mmbers this labor foxoe should inoreass from 23.5 million in 1961 to 27 millien
by 1965 and reach about 32 millionm by 1970. iny objective eveluation of the
Brazilisn economio development problem oannot ignore the need for providing
no leas than 2.6 million productive jobs in agriculturs, industry and asrvices,
between 1961 and 1965 and substancial investments will be required for merely
absorbing this inorease in working population.

3, Determinants of the Rate of Crowth

Our insufficisnt rate of growth derives from: a) The inadeguacy of total
investment and, b) Defeots in the investment struciure. The major stimulus %o
a oountry's ecenomic growth is, obviously, the total invegtment in fixed capital
and in sduoation, sclentific ressarch and in tecbnology, the latter serving to -
anhance human oapital. Ths average apmial investment ccefioient im Prazil during
the last aix years has Deen approximately 14% in terme of gross investments in
fiyed assets (excluding {nyentories). In view of the migh rate of population
increass investments egquivalent 4o no less than 12% of the GFF would be
required anmally Just to aveid a drop in the per capita income. Although the
prepent small margin sbove that minipum lsvel enables us %o employ the aotive
population at the pregent levels of productivity of Brazmilian workera, it is nob
sufficient to absorb the undersmployed population of the country.

With reference to imvestments in other motivitiss which contribute to
further economic devslopment, it 1a necaasary to point out that the correlation
betwsen scconomio growth and education and ressarch investments is clomer than

it A
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that whioch exists tetween fixed capitel investments and economic development.
Fast developing countries usuelly spend between & and B% of their GNP in
education, and in addition from 1,5% to 2% in technologioal research and uses,
Such investment is essential to increase the yield of produetion factors,
meking more economic use of ocapital by the improvement of the caE}tal—uutmt

ratio. ;J‘EL” )

The investment structurs has also bsen jeopardized by diatortions and
waste resulting from the ariificial nature of economy during /the last few
yoars, Inflation has caused funds to be diverted to neal stdte investments of
a low social valus and low economic output, and has discouraged their
dtilization in agrioultural and export mctivities, = two oritiecal ssctors for
economic stabilization, On sgrioulture depends the supply of food and raw
paterialsj on sxports depsnd the foreign exchange for imparte of eocarce goods
and services = whioh will make the economy mors flexibls and correct unbalansed
growth, cyclicel variations end poor planning and permit the constant internal
adjustments of a growing ecenomy,

4. Devslopment Imbalanaes 7

4.1 The high rate of inflation and its na@' ive aspeoks

The overall price level in Frazil (deflated) starting from a base of
100 in 1947, reached an index of 739 by 1960, Thia sharp inflation had its
forsesabls conssgusncea, in that it discouraged personal savings, impaired
large long-term investments, caussd an imbalance in the bBalance of payments,
diverted fupde to non-productive activities, Worst of all, it gave rise to
goclal disturbances because, while a small group of persons got richer, the
inflation oaused painful difficulties Tor the greet mase of the Brazilian
population, especially thoee in the lower incoms brackets, whose wages and
salaries,; were dally eaten away by rising prices, Judging by the experience
of other countriss, no positive correlation between inflation and development
can be proven, sincs Both the investment level and the rate of growih varied a
grent deal more ap a funotion of improvemsnts in trade relations or from thé
flow of foreign funds than from the inflationary rhythm, and it doess not appear
that the mechanism of forced savings hap resulted in a real inorement in the
level &f investments, In reality, some of the major investmsnt projects, afier
countlsss cost changes and mumerous additional loens obtained both inside and
outside the couniry, are today experiencing serious difficulties in their
completion, postponing the day when they will add to the supply dgoods end
services, and oonsequently prolonging the inflationary lmpaot.

4,2 Imbalanoce in the balanve of payments.

Contrary to the trend of sxpansion of world trade by 4.5‘% a year, the
curve of Brazilian sxports from 1945 to 1959 revealed s trend declining at the
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\ rate of 1,64 per annum, while imports grew by 3.% per annum, thus causing a

sharp imbalance in our externsl amccounts, Taking 1948 as the base ysar (100)
the index of the quantum of importe wae 94 in 1945 and 146 in 1959. This
happened despite the intensive subatitution of imported products by domestically
produced industrial products and in spite of the pressurs to reduce imports
which, for lack of foreign exchange, has bheen applied through the "Agio"
system and now through the requirement for deposits by importers, deposits
which are superimposed on the high sxchange coet of those imports.

The 1list of importe oan be compressed little more today, if we ares to
maintain the present rate of development, sinoe it is composed largely of fusl,
raw materials, and semi=-finished goods essential to the funotioning of the
existing capitel plant. Over the 1947 = 1948 period there was a :%atcmatio
increase in imports of raw materials and parfs, and a deoline in the importe
of consumer goods. In turn, semi-finished goods and capital goods competa
for the meager supplies of foreign exchangs, To the extent that the capitalim
zation effort based on imported goods stepped up; the entry of semi-finished
goods decreages, and vicemversa ?m! is Bhown in table I); also, the long term
trend poinis to 8 gradual reduction in the proportion of imported ocapital
goods. This proportion wes 3 in 1948 and hes stezdily declined ever gince;
nevertheless, it was still 28% as of 1958,

Even though the ocontimied effort of impert substitution be maintainsd,
the socelsration of sconomic development will cause a substantial increass,
in gbsolute terms, in the volume and value of imporis of semi-Tfinished and
capital goods, It 1s eatimated, for instance, that, given the existing capital-
oulput ratis, and assuming the continuance of the substitution of looally
produced goods for imported items (in three sectars: oapital gooda, semi-
finished and coneumer goorls), & rate of praduotion growth of 5.4% psr anmm
(2.7% in terms of per capita income) would rsquirs tetal imports amounting to
Us#2.5 billion by 1965 and nearly US$3 billion by 1970, To inorsass the rate
of growth to 6.5% per annum would raguire imports of around US$3.2 billion
by 1965 and of about US$4 billion by 1970,

TABLE I

Istimate of lmport levels compatible with an awnual growth rate of 6.5% of the
GNP and continuation of present trends in import substitutions.

{In millions of dollars)

Capital goods Raw materials and Consumer goods Total
Semi-finished goods imperts

911 1.623 258 2.792
914 1.827 249 2.980
919 2,053 239 3,211
931 2.762 216 3.909
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T+ must be conoluded from this that the present level of Brazilian
foreign trade ls not compatible with a rapid improvement of our investment and
sconomic development rates, A stremuous and dramatic export effort im raguired
whether through traditional markets or through new markete in the sooialist
world, for even if we succeedsd in sscuring & substantial increace in ths net
inflow of long=term cmpital on the order of US$BOO million per annum under the
Mlianse for Progrsss Program, it would be necespary to program for 1965 an
inerease in exports of about USSL billion over the prepent level,

The following table containa the majoc:l' paramsters which show the
sconomic situation of vericus Brazilian regione:

TABLE II
{In cruseiros until 1959)
North Northeast Eest Centrel
West
Regionel Income
(from State oontributions) .
TOTAL millions 31,000 134,700 530.600 756,200
Primary sector millions 56. 500 126,500 275,200
Sesondary &
Tertiary sector millions T9. 500 397,400 481,200
Per capita~regionsl  (uB 15,946 8,766 23.814 34,322
Frimary ssctor crd T.701 5.235 10.203 23.471
Sacondary & Ce$ 29,618 17.256 38,825 46, 6B
Tertiary mector

Cosfficient of Ligquid
Investment 1.5 16.13 14.47

FIXED CAPITAL MILLIONS 109,809 1.605,2 2.118,9
AVAILABILITIES

PRODUGT/CAPITAL 0,902 4,765 3,159
RELATTORSHIP

e S
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The regional income, total and per oapita raflects the dieorspancies
in distritution of national wealth. Whils the per oapita income in the South
is much higher than the Bragilian average of (r#23,000 income, thai of the Haat
corresponie practically to that average, thenks to the influence of the State
of (manabara index, All the rest of the country shows levels of per capita
inoome which mre much lower, that of the Northeast being four times smellsr than
that of the Scuthern Region, '

The present situstion iz aggravated by the difference in the dynamism
of the behaviour of that inoomet in view of the rapid population expansion,
coupled with the low rate of incoms growth, it is in order to forscest in the
near future a deeline in the per capita’ income of the North and Korthemst
Reglon, and of some States of the East Reglon, as well ae a emall increase
in the Central-West Region.

As a feature of their stage of underdsvelopment both the North and the
Northesast ehow sharp differences between their per capita incoms in the
sscondery and tertiary seotors (urban populations) on the one hand snd the
primary seotor on the other. This relstionship is 3,87 in the North and Baat,
and 3.30 in the Northeast whila in the South the relation is only 1,99, The
Central-West Hegion, whose wealth is conoentrated in livestook, constitutes an
exception becaunse of the small difference betwesn urban and Tural income.

An evaluation of the irends of behaviour of urban and rural incomes in
the differsnt parts of the couniry reveals throughout the prospect of the
serious socoisl problem that will erise from an incresase in urban undesremployment.
In the North, whils rural per capite inoome tende to ripe, even though at &
raquced rate, urban incomes show & gharp tendency to drop,. In the Northeast
the prospect is for m fall in all ssotors, although at a faster rate in the
oities, In the South, in epite of industrial concentration end of the
substantial investments chanelled to that region, the tremd of per capita
income both in urban and suburban areas ia to drop, The same tendency is
forecast for the Cantral-West region,

This fact, while seemingly paradoxical from aertéin aspects, evidently
rasulis from the accslsrated process of urban development in practically all
parts of the country. The migratory movemsnts under way lmsad to the formation
of a large mass of undsremployed labor in the outskirts of the eities, In
spits of the abaslute inorease of urben income in the mors developed parts of
the country that overpopulation tends to depress the average psr capita income.

It muet be emphasized that suburban population is largely made up of
unskilled end mostly illiterate leborers, While the promising growth of a
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skilled. and trained labor oleas is noted, whose living standsrds are rapldly
improving, that olass is steadily being diluted in the mama,cconstantly fed by
the inflow of unqualifisd manpower that ocomes from the mreii zones and from
other regions, "

With respect to investment, the North presentis very low oc—efficients,
about 1% of the region's income, In the Northeast the situation is most
lamentable. The very low inoomes do not mske savings poseible and numerous
states during recent years have been using up a part of the supply of capital
accumulated during more favorabls perieds. This is the cmss, for exampls,
in Plauf, Ceard, Rio Grande do Norte, and Parafba, which are in the procesa
of "liquid disinvestment", The average rats of 1,65% for the entire Northesst
is largely determined by the oo-sfficisnt of 3.04% for the State of Permsmbuco,
In Eastern Brasil this co-effioient is 16.03%, which is attributable almost
entirely to the Stats of Guanabara, since in the rest of thim reglon the rate
is only 5,466, In the South and in the Central-West, as contraeted with the
rest of the country sxoept for the State of Guanabara, the investiment co—
effiodents are 14,47% and 13.69%, respectively.

Differsnoes in capital supply are also marked, Ths North and the
Northeaet have a very low supply of liquid capital, whioh in general is non-
produotive or is being used up through inoapacity %o save, while the greater
portion of national capiteal is conoentrated in the Scuth and in the Bast (in
the latter region, chiefly in the State of Guanabara),

The low capital-output ratio, obmerved in the less developsd regions
of the ccuntry, results from the use of oheap, abundant labor and contributes

to ralsing the .productivity of the reduced capital supply.
&4:4 The i&re!aa of under=smployment

The analysis of regional disequilibrium clearly demonstratea that
throughout Brazil thers exlsts & gradual increass of under-employment or of
dimrguised unemployment. This under—empdoyment, whoee sopial conasquence is
the growth of favelas in the South-Ceniral reglon and the apread of "mocambos"
in the Northeast, rxesulis from 6 combinstion of warions ciroumetances:

a) the very low standszd of living of the Brasilian agrioultural worker,
which stems from low agrioultural productivity, in contrast to the relatively
high inocomes in the oities, which constitute a powerful incsntive for migration
to urban areasj

b) the strunturs of industrial investments, having a larges amount of
oapital per worker, but with & low ospacity for employment of laboreras machinexry
imported to btuild up cur industrial plant in almost all instances comes fram
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' sountries concérned primarily with reducing labor costaj and machinery producsd
in Bra#il for the most part is produced sccording to imported designs and
patentsay

o) sooial legislation heedless of the objectives of economic
productivity, which results in high labor ccsts in relation 4o oapital and which
speeds up, oonsequently, the installation of machinery which oan be substitued
for labor,

Certain considerations will present & guantitative pioture of the
provlem, Oapital investment per person active in sgrioulture in Brazil is
appromimately 108,000 crugzeiros; in ssrvices the emount rsaches 241,500 eru—
geiroe; and in industry, 422,900 cruzeircs. With thie relatively high lewsl
of capital invesiment per sconomically active person, we have only been able
to put to work, in industry, about 3,980,000 people, Whils T4280,000 are
employed in services, and 10,720,000 in agrioulture, The snormous capital
investment required to create jobs for the rursl population which migrates
to the cities is the great impsdiment to full utilisation of the messes of
unskilled workers that move annually to urben areas,

The rate of urbsnization in Bragil - understood as the margin by which
the imcreass in urban population exceeds the averags increass of total netional
population = is about 1,5% per year. Prospects for the coming years are that
the rural population will remain relatively stable, numerically, while the
citiss will absorb almost all of the increase in national population. This
means that the population which must be actively employed in the cities will
increass from 9,340,000 in 1560 to 12,640,000 in 1965, This is an inorsase
over four years of 3,300,000 pecple ta be employsd - or about 800,000 per year,
Since it is capital investment per active parsan to 305,800 crugeiros (the
averags of eapitel investmsnt per person in the aectors of sarvices and
industry) it can be estimated that, simply to avoid a falling off of per
capits income in the cities, what will be required is a liguid average asnnual
investmant corrasponding to 9.14% of the Gross National Product.

On the other hand, this same population shift (whioh to provide useful
employment for the migrants will require the percentage increases of Groes
Nationel Produst c¢ited a‘hnva) point up the simultaneous need for massive
investment in agriculturs o make posaible the riss of produciivity and of
production by the Tural population which is relatively spaller, on a sgale
aufficient to provide food and raw materials mesded by the urban populations,
Using as 2 base the capital-output ratio pressntly obtaining in
sgrioulture, the necessary annual total of liquid imvestment required to
increass agrioultural production to this lsvel will be about 4,85% of the
product.
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\ Mhess oaloulations permit us to determine that the sum of groas
investment in fixed capltal which is needsd solely to prevent worsening of
the present state of under—smployment in Prasil, is 19% of anmual product.
Thie investment will lead to an inorease of per oapita product of about 3%
per yser, but still would not be sufficlent to take cars of the population
group which is presently under—smployed. Henae the necesalty of increasing
the ratio of incresss of per ocapita product beyond this level of 3% anmally,
to bring us near the rhythm of growih that has been reached by the Western
Furopean countries and by Japan,

S e e R S
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CHAPTER II

OBJECTIVES OF A DEVELOPMENT POLLCY

OO S

& development poliey in Prazil must not overlook the following
objectivess

- To inoresse the rate of growth of the gross national product to
7.5% per yesr;

— To productively abeort underamployed laborg

- To diminish, and eventually sliminate, the tensions oreated by
sooial disequilibrium, reducing the inequality in income dtetribution and
providing minimum conditions of housing and sanitationy

_ Ty mchieve a reasonsble stability of prices;

- Do reduce; and if possible to sliminate, dipequilibrium in the
btalance of payments. -

—~ To lessen regional unbalancesj

— Mo oorrect "structural deformities", by strengthening and adjusting
the industrial seoctor to the smployment eituation’ thet is necsssary &nd by
subsbantially sugmenting agri¢ultural productivity;

These objsctives are not here presented in order of priority; in a
penss, they are not all fully compatible ons With another, For example,
the lsssening of reglonal unbalancea may in its initial phase retard the
achievement of & high rate of growth of the gross natiopal product, which
hes been discussed above, Howaver, over the long run thess cbjectives can
heoone integrated inte & single, self-gctivating organic whols,

3, Inorease in Bate of Growth of Orose Fational Product from 5. to 7.
Per year,

Faving calculated the neceasary oconditions to provide work for the
entira population and having verifisd that the minimal incresse sufficient
to prevent an aggravation of the under—smployment situation would entail
investment leading to an snnual inoreage of 3% in per capita product, it
remains obviously for us to aslect & rate of inorsase whigh would be the
minimum compatibls with social-economic gtability snd with the goals of
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gsourity and prosperity. As stated above, the Gross National Produet in mome
of the principel countriss, is inaoreasing at rates which approach and sven
sxcead 10% per capita per year. GErasil, of necessity, must aim for similar
results but will not be able to achieve them in the near future, Accordinily,
although bearing in mind $hat the final stage of growth will envision leseening
the differences in prosperity which ssparate Bregil from the principal
industrialized ocountries, for the present we must limit oursslves to a rate
which is mors compatible with the actual state of our resourcss, The increase
in the Gross National Produclt of 7.5% per year dosa not appear to be
unattainehle, glven our pommibilities for savings, added to the potentinlities
for mobllizing forsign rescurces vhich will complement our own, Yoth within
and without the structure of the "Alliance for Progress',

This growth would requirs, in fixed esplital alonw, an annual ned
investment on the order of 18,75% t?}.ﬁ% of gross investments) as contrasted
with the 9% anmual net investment in fixed capital (14% of gross investment)
made during recent years in Brazil. This goal requires howevar, an inorease
of almoat 0% in gross investments, to be scoomplished in part through better
mobilization of national investment and in part threugh absorption of external
IasoUTaes,

5, Produotive Utiligation of Under—smploysd Labor

The rate of investment amvisioned ebove (18,75% net capital) would
make possible an increase of 4,8t per year in per capita inoome,in addition,
that 1s, to the 3% Tequirsd to maintain the current level of smployment in
the country, This growth would be of such a pattern as not only to fully
abserb ihe increass in the labor force, tui to an egual extent allow for
the better utilization of the present sconomlcally setive population, To
increase capital investment per employed person and to augment productivity

in all seotors would tend to reduce and sventually o eliminate the present
mmber of under—employsd, integrating them into the productivity equation
of the country. Nmerical caloulations indicate that this produstivity
squation would annwally inorease by almost Cr#5,000, at present prices, the
capital available per economlcally active person in Brazil, ths greater
yumber of these ere 4o be found in agricultural aress.

3, Reduction of Inegualities in the Tietritution of Income and Pravision of
Minimal Conditions of Houging and Sanitabion, fo Alsviate Tensiona
Created by Soeclal Disequilibrium.

Athough the coveted inorsases in income and the oreastion of
productive employment for the entire populetion of agriculiural and urban
areas reprassnt ths baelo solution of Bragilian sooial problesms, this process
may 4mle a long time; what is needed forthwith is a series of meagures which
will minimize the problems of the population, This baing the cess, the fimoal,




Page 15

Deap, lo. 310
: . Froms RIO DE JANEIRO
monetery, agrarian, exchange and other policies should be formulated in such
a manner that, in addition 1o promoting the procems of development and
employment, they contribute simultaneously to the better distribution of
inoome, and above all, to raimsing inocme, as is expected , Within the
system of international cooperation established as "Alliance for Prograps'
thers ahould prompitly be initiated programs to atienuate the distressing
housing conditions of the country, The solution of this problem will invelvas
not only the wtilization of financial rescurces on & large scale, the
adoption of new plans for residential housing, the installation of & truly
“pational" industry for the comstructien of popular houses st low cest, and
the dissemination of self-help teohniques.

4. Reasonable Stability of Prices,

The neceseity of achieving & ressonable equillibrium of prices ia
linked to the dual consideration that 1) an acosleratsd development oamnot
be sought in the context of the sirong disequilibriating inflationary forces
of tha lagt years, and (2) inflation represents for the poor classes a
procesa of heing pillaged. Thus the siruggle asgainst inflation represents,
simultansously, & scoial goal and an economlo "means" for arriving at other
basic objectives, which camnot be achieved within the inflationary comdition
that has prevailed, In Bragil there has besn & common agoeptance of
inflation e justifiable up to a cartaln point, so long ag it does not
asgume slarming proportions, This aoquisscence is not jusdlfied, however,
when the loss of the purchasing power of money assumes the proportioms that
it has now reached in Bra=zil, imposing upon the peopls and the Bovernment of
this aountry the duty of preventing the scourge of & galloping inflation that
devastated so many countries after the last war from breaking looae upon us.
The government believes that absolute pricrity in the economioc sector should
be glven to a policy of conteainment of inflatiomy +this is en undertaking
which cannot be accomplished without the vigorous coopsration of all Brazil—
ians,

5. DReduction of the Unbalance with the Exfernal Ssctor

The minimpm needs for Erazil's importation are such — and these needs
will inoreases proporiionately to the accelsrating rate of development - that
an enormous effort to inoresse exports should be made in the coming year.

An import cepacity on the order of 3.2 million dollars is foressen &s hecessary
for 1965; of this amount, & minimum of §1 billion must be obtained through
iporeasing exports,

6. Lessening Regional Unbalances

Regional unbalances demonstrate the tremendous urgency of attacking
this problem with the magnitude of resources and the boldness of the methods
that are required.
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Clearly it i= not & question of entirely eliminating regional
differencess, for these smerge from the very geography of the couniry. It ie
rather a matter of eliminating eoonomic differences which have developed or
‘been multiplied through the workings of historical and institutional foroces,
in order that opportunitiies may be orestsd for all Brasilians, wherever they
may happen to bs born. Onoe the artifics) differengss bstwesen the regions
will heve been done away with, the integration of the whols oountry into a
single national marked will give to all the opportunity to move about
readily and to metile whersver meems nors advantageous to them, which will
permit a better interplay of soonomie forces and greater squilibrium between
the regions.

Ts Remedying Strugtural Inadequecies: Inereass of Agricultural Productiivity

The probdlsm of tha investmant necessary in urban and rurel sectors 1o
provide employment to the incressing population of PBrazil hes been considered
above, It isy in short, & matter of creating e volume of capital sufficient
to make jobs for worksrs in industry and in ssrvices in the oities, which will
tend to abmorh the anmusl incresass of the sconomically active population of
the countryy and, simultenscusly, %o enable an motive Tural population, whose
mmbers are relatively stable, to supply the rest of the country with raw
meterials and with food, To acoomplish this; it is necessary that rural
invegtment resch approximately the equivalent of 5 of urban invesiment.
Thia will enmble the harmonicus development of the principdl seotore of the
sconomy, without s shortage of food products and without inflationary
pressurss stemming from low agrioultural produstion.

CEAPTER ITL

INSTRUMENTS OF A DEVELOPMENT POLICY

The instruments which the govarnment will employ to attain the
dsvelopment objectives are the followingt

1. Inorease of the rats of investment

The bagic tool for accelerating gevelopment will be the increase of
the national rate of investment, Economio development is the non-
transferable responaibllity of our people; the dealsive part of tha effort
devolves upon us, The inorsaze of the rate of invaatment will be achieved
through a seriea of measurss, diseussed in detail in vaprious chapters of
thes presentation; among whioh should be emphagimed those which have as their
goaly : ' 2
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reform income and males taxes, in order to:
stimulate business to retain and to reinvest profitsj

encourage private individisls to save and to inveet in priority
sectorsj i

correct the fiotitious profitability arielng from the
inflationary procesa and: o ancourage the formatlon of Teal
ressrves to cover deprecistionj

disocurags, through hesvy taxes, remimsion of profite by forelgn
tusinese concerns, giving incsntives for reinvegtment within the
countryy

maintain the real value, or to inoreasa specific applications of
the salss tex on luxury itemsj

£) correct laws and regulations which lead to tax evasion

— Mo obtain edditional rescurcas for financing of eslectric power
development, throught -

a) ohangs of the single tax on eleciric emergy 4o an ad valorem tax;
) adoption of a realistic tariff polioyy
o) installation of & eyetem of oompulsory investment by the consumer)
- To obtain new rescurces for railroad programe through rsvising the
single tax on ligquid fuels, through taxes on propertiss adjacent to railroad

linss which ars benefited by railroad works, and through imorsasing the sales
tax on vahicles and tires.

— Reduction of the deficit resulting from the expsnditures of publis
enterprises, in order to frea rescurces for investment.

2, Improve the Patfern of Investmenta

In addition to gquentitative incrsases in investment, 1t ls necespary
to insurs potential productive use of savings through improving the struoture '
of investments., Toe investment policy shoulds

A, Ba governed by precise priority oriteria, such as
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t0 eliminate ways in whioch the growth of the infrastructurs is
being choked off at some pointsj

to corrsot structural imbalence betiween industry and agriculturse;
to inerease import capabilities by increasing exportsj

to augment the degree of autonomy of the productive seotor,
through promoting basic and capital goods induetriesj

to mdvance social developmenit and development of human capital
through greatsr investments in education and ftechnology and
through improvement of conditions of housing and hygleme,

B. to atop aguandering of public investments arising fromt

(1} lack of coordination among the investments of verious federal,
stats and minioipal agencies;

(2) duplication of competitive invesimentsj

(3) sosttering of resources in invesiments of little economic
significance, without priority, or in investmsnte that requirs
axgemaive periods of time to maturej

(4) initiating and carrying out works without adeguate planning.

{5) surplus productive capacity.

G, Ample utiligation of fiscal powers and other institutions in
general to direct private invesiments ancording to the principles listed

above,

3. Development Planning

The techniques of programming and planning are an important instrument
for the policy of development. The growth of the nation cannot bs handed over
to its vegetative tendencies, (sinoce the observed rate of increase has not
been sufficient) nor to an uncoordinated and srratic governmental interventinmn,

Planning must be interpreted ae a simple rationalisation of government—
sl acgtion in the sczial and political field,not presupposing the "“statization"
of the sconomy, but firset encouraging the coexlptencs botween the publie

T
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ssctor, rationally planned, and a competstive seotor, which should be
dirscted primcipally by indirect metheds, with the intention of Teconciliat=
ing the pureuit of profite with the social goals of development,

Among the considerations which make planning particularly useful
ares

a) 4t reduces the soclal costs of the structural changes brought
about through development, eo &8 to reconcils the objeotiven of the )
acosleration of development with monetary stabllity and equilibrium in the
belanos of paymentsj

b) it aorrscis the exaggerated tendency to industrial concentration
of the nation, with the resulting regional disparities in the distribution
of incomej

o) it facilitates the mobilization of internationsl resonroes.

Planming, a long and continucus task, must be carried oub on 3
levelat the Parspeciive {Long range) plan; the Five Tear planj and the
Emsrgeancy Plan. o

A, Long range plan

The dietance which separates us from the f£inal goal of development
which wa are sesking requires that each plen be considsred from a broader
perspsctive, purely in the semme of putting in order gertaln shorter—term
decisions,

T4 will therefors be nscemsary to draw up what ons might osll a
rParapective Flan", with a duration of 20 years, in which will be delinsatsad,
without great detail, the quantitative and structural svelution of the
eoonomy, Within this general framewori, and for the immediate period, there
4111 be formlated the program of the efforts to be carried out in the
immsdiate future.

B, Tive Year Plan
Tn crder %o give comtinuity to administrative action it is necsessary
4o work out & mediun—term plan, Having in mind the time needsd for studies
and exscution of projeots in basic seciors, it is degirable that this plan
cover a period of five yeara,

Tach ysar thie plan will be verified and trought up %o date, and
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extended for another year, so that the administration will alwayes have a plan
of motion for the svcceeding five ysars,

Tte exeoution will be oriented by detailed annual pland lald out
principally in the governmental tudgets, and in the ocomplex of incentlves -and
disincentives whioh axe to guide the action of the private ssotor and of
other political units = in the country.

For the formulation of the Five Year Plan, the Commission for the
National Plan should be activated and given adequate technical and financlal
regourcas, also mobilizing, to this end, international technioal assistance.

C,__Emergency Plap

Regarding the Emergency Plan, the Government must carry out the
existing projecis, for some of which international cocperation has alraady |-
been aspured, through the IDE and several finanoiel agencies of the
American Government.

41, Mobilization of External Resouroces

Given the necessity for a dramatic increase in the lavel of invest-
ments, whiok, in order to assure a resaonable rise in per oaplta incoms
and permit the productive absorption of the gountry's labor force, ought to
be increased by 70%, 1t will be pecemsary to have ample recourse to
international financial ocooperation, bescauss even an energetioc effort io
inoreass internal savings will hot suooeed in covering the deficit of
resguross in the immediate futurs.

External assistance can be of three kinds: public and private loans,
direoct investments, and technioal assistance.

For better utilization of technical assistance, whether bilmteral or
from interpational orgenisations, it will be necessary to oreate a National 7
Inatitution of Technical Assistance, which will centralizs all foreign a
contaote and merve as ths coordinating orgen for these activities,

The problem of the f{reatment of foreign investments will be discuseed
later,

HRegarding internatiomal loans for the execution of plans and pro=
grams of development, the following obssrvations are pertinents

a) Within the struoture of internatiomel assistiance, one can oount
in ths next ten years on foreigm assistsnce corresponding, more or lesa, 1o
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about 20% of the national effort of each couniry. It will be possible, and
also desirable, that in the initial phase the axternal aid will be & little
mors than this proportion, graduslly diminishing in the future, to the
extent that it will be possible to channel a growing fraction of the
inoreased income into new investmenis, making more autonomous the effort
for the growth of the country. Supposing that this external pupport can "
reach & meximum of 30% of the national affort in the Tirst phase, falling&
graduslly up to its virtual elimination, this would signify:

1) thet the external contribution oould rise to about 200 billion f
arugeiros annuaily (in the Firat phase), or about 660 millio 1lars

ii) that the national savings sffort would have to rise from the
actuzl level of about 10% of the national product to about 17%, 1.0, &n
incraass of about 70% (also in the firat ghase), later inoreasing to the
extent that the process of eoonomic sxpansion bscomes automatio and that the
oontribution from forelgn savings is being reduced.

b) The ahove mcheme Tequires the most perfeot coordination of
monetary, fiseal, foreign exchange and prioce polioies, in a form to get
the country to realize the savings sffort describad =bove.

o) Inasmuch as the external resources will be of different types,
running from soft loans, with the gensratinn of oruzeiroc resources
for social projects, up to oonventional banking loans, of long-medium
of short terms, as well as direct investments and suppliers' cradits,
thers must be delineated a sure policy whioh will permit ns to take full
adventage of all the available sources of international oredit. This
policy, if 1t is well formulated will emeure that the oradits obtained
from each institution will inorease the capacity of Brazil to get new
lohns, rather than raduce it, At the present moment there are the follow-
ing eources of forelgn asslstanoes

1) For soft loanm
ATD Apency for International Development
Bood for Peace Program
IDA Interpal Development Asscoiation
IDB Interamerican Development Bamk, whioh oovers two secters in
the field of soft loansy
a) The Special Fund, of the bank iteelf

b) The Inter Anericen Social Development Fund (Bogotd Funds)
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i1) For regular loans
Export Import Bank
Tnternational Bank for Reconstruction and Development
International Finance Corporation
Interamerican Development, for the use of its ragular resources

L s

111) Suppliers' credits

Regular suppliers' credits, which can be extended on & medium~ierm
basie in the ease of certmin capital goode.

Credits obtainable for intermediate periods for the import of ‘/3-'
capltal goods from soocialist countries, through inter<bank ng:_-aemanta.

iv) Privats investments

Direct investments of differamt types in undertakings in Brazil,
within the sstabliwhed national regulaticns.

Finanoial "portfolic" investments, which can be stimulated to the
exbent to which the growth of the economy inoresses imtermational confidence
in the regulation and, sgually, by various national and international plans
for gueranty end insurance of private iransactions of this type.
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PART IT

FINANCIAL POLICY FOR DEVELOPMENT
WITH STABILITY

Monetary and Banking Folicy

1, (General ObJectives:

The monetary and banking poliey 1s a part of a group of steps
of an economic orilentation which seeks to promote harmony in the
development of the natlonal economy and the zeneral elevation of
the standards of living in the populatlon wlthin a climate of prilce
stabllity.

Using the legal instruments at lta disposal, the Government
will carry out i1ts program in a way that money and eredit poliley
will have aniimportant influence tn the economlc 1ife of the country
ag a flexible instrument for payments and for the mobilization of
resources, To this end the monetary authorities will (a) atrive
for liquldity and solvency of the banking system, (b) act in a manner
so that the total guantity of money and credit at the disposition
of economy remailns in proportlon with real economlc neceasglties,
avolding inflatlonary or deflationary disequillibrium of a monetary
origin, and (e) promote the distribution of bank credit to corres-
pond to the real interests of the national economy giving speclal
attentlon to the rural sector whose present level of credit supply
is imsufficient,

Nature of Steps:

The Government's program of actlon in the f1eld of money end
oredlt will consist of steps of two kinds: emergency steps and
institutional reform, Certain problems, because of thelir gpecial
gravity, ®ill be attacked immediately, utilizing instruments
avallable. Others will only be able to be solved completely and
defiriitely if the public administratlon has at its disposal meana
of greater perfection and 1f 1t can count on a more adequate insti-
tutlonal structure,

The Govermment is fully conscious of the limitations of money
and banking poliey, It is not always possible to promote, aimul-
taneously, price stabllity and full employment of, productive
capacity of the country strictly through monetary controls, Thus,
in order to combat the inflationary trend, the Government will act
in a firm and harmonlous manner in all sectors of economic and

[P W




|
1
|
{

L ooa
— —] =

+(Classification Desp. No,
: . ! From_ RIC DE JANEJRO

{Aggclal,policy, particularly in the area cf publle finance and wage

policy., The policy of monetary stabllizatlion requires pacrifices |

in all secters., To combat inflatlion means, in 1ts gimplest terms,
to produce more and consume 1ess so a8 to eliminate the pergistent
excesg of demand over supply of goods and services which trans-
fates itself in the continulng lncrease of priees which character-
izes and defines Lnflationary processes,

- Emergency Actilon

The smergency program will inelude; (&) a global quantitative
control of money and credit, and (b) selective controla,

" 2.1 Quantitative Global Control

Global quantltative control, of decisive importance in combat-
ting infiation, will be brought about in the 1last quarter of this
year hy meana of a monetary budget, This will consist ef a program
of the direct operations of the Bank of Prazil and of the other
monetary authorities and, in an indirect sense, the regulation of
the volume of means of payment and credit through the private
financial syatem wlth a view to containing expansion within the
1imite of the real requirements of productive actlvitles, reducing
increases 1n means of payments ingofar as possible to the rhythm
of the growth of the natlonal produect.,

Emergency zotlon in this sense 18 of particular importance in
view of the tremendous jssuance of paper money which took place
during the recent political crisis, Two means of control should
agssure the return of these exceptlonal lasuances wilth the necessary
rapldity and without having inflationary effects on the natlonal
economy: (&) the oblligation established by SUMOC Instruction 212,
that Banks return to 30MOC 80 percent of inereases in thelr deposits
over deposit leveld existing on Flst of July last; {(b) the determi-
nation contained in SUMOC Instruction 214 that banks whlch requested
redigeounts during the crisis should not ralse the level of thelr
loans until they have liquidated such rediscounts and returned to
thetr legal reserve posltlons,

2.2 BSelective Control

Selective controls will not only seek to avold undeslrable
effects of over-all guantitative control in determining the sectors
of the national economy but will also, and without adversely affec-
ting the general econtrol, plug the most gerious gaps in the
existing credit distribution system,
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'3, Institutiopal Reforms

We must promote the perfectlon of the financlal structure of
the national economy so as to implement the greateat capaclyy and
efficiency of the payment mechanism and the mobilizatlion of savings
and to place at the disposition of the Adminlstration the most
efficient instruments for the exercise of monetary and banklng
control, One of the condltions necessary for the achlevement of
this objective is the correctlon of gaps and lmperfections in
current leglslation concerning money and banking and other finan-
c¢ial lnatitutions,

With respect to the structure of the adminlstrative sector
which -has the responaibility of formulating and applying the norms
of money and banking policles, experience in Brezll, over a long
period of time, demonstrates the need for a basic reform,

%.,1 Creatlon of a Central Bank

It 1B evident that there is a need for the creatlon of a
ecentral bank on a national basis, putting an end to the current
dispersion of central bank functions among varlous governments
agencies, at the same time carrying out non-central bank actlvi-
ties,

This aituation has given rlae tn no small way to the noticeable
shortcomings in the monetary sustem, In view of the nature of its
functions, the central bank should be a public entilty, that is to
say, & state organization, organized, however, in the form of an
autarchia so that it could have the necessary flexibility and
adminiastrative independence,

The central bank should hmve a Monetary Council aslde from 1ts
Ececutive Director which will establish the general norms of
banking and monegary pollcy,

Tt ig advisable that the issulng authority given to the central
bank is not of absolute character but that it 1ls contalned within
certain limits, among which should be the necesslty for the express
authorization of the Parliament for new lssuances of paper money,

3,2 Agricultural Credit

Besldes heving it8 typlcal banking functicna allevieted, the
Bank of Brazil will also provide the basls for the Banco Rural for
the eatablishment of which there should be provided the resources
presently transacted through the Agriocultural and Inéuatrial Credit
Department, as well as the respectlve servlces, employees and
installations, including a certain number of agencies in the Bank,
The Bank of Brazll would continue to be an official bank Tor
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'projécts, specializing in commerclal and industrial credit oper-
atlons of types not usually engaged in by other offleizal banks
and private banks,

3.3 Financing of Exports

. The Foreign Commerce Credit Department of the Bank of Brazill
will commence immedlately to finance exports, in accordance wilth
procedures that will be published by the SUMOC Council, If justi-
Tled by the volume of theae aoperations, the Government willl propose
ite transformance Into an Export Bank,

3.4 QGenersl Banking Law

The Brazilllan legislatlon concerning banks in general is
charaeterlzed by a lack of organic quality and conslats of certain
legal texte emerging in different perlods beglnning the second
decade of this century. It is evidently necessary to promote a
general banking law wherein the prineipal types of banking estab-
lishments will be deflned, speclifying the type of operations for
each organization,

Ancther aspect important to note 1s the desirability of making
obllgatory, by law, minimun requirements for certain value relations
ships such as the proportion of cash to deposits and deposits to
capltal as well as providing an instrument for general oredit
control through the monetary amuthority which, as such, should have
the power to modify these requlrements within certailn limits,

There should be revised also the provisions which regulate banks'
access to rediscounts,

Also required is albetter regulatlon of the Federal Savings
Bank and Credit Cooperative which should be subordinated to poli-
cies of the monetary authorities,

3.5 Legislative Measures for the Encouragement of a
Capltal Market

The Councll of Miniatera proposes the adoption of a series
of related measures in the field of leglalation pertaining to
corporations and the legislation of stock exchangea, as well as
investment companies, to wit; (1) the establishment of nominative
shares transferable by endorsement, not only to facilitate in a
general sense the circulation of shares, but to permit the small
stockholder %o avoid in this way the excesiive brokerage costs of
bearer shares, without losing the flexibility of the issue. (11)
The institution of a system of administrative penaltles, aside
from general cnes applying to cases of fraud, to glve force to
the provisions of corporate law which oblige corporations to
provide eomplete and correct information when offering publiec
subseription, (1ii) Creatlon of a system of audit inspections to
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be carried through the intermediary of & corps of external audltors
officlally recognized, which will take the place of the ineffi-
cient system of the council of Inspectors, with the objective of
protecting minority share holders, These audlts will not be
obligatory for those corporationa which prove to have share-
holders of less than a determined minimum, (iv) Provislon of
leglalation pertalning to stock exchanges with a view to elarl-
fying the differentiation between lasues of frequent negotiation
and those whose quotation is merely nominal, (v) The ereation of
a Commission for Defense of Stock nares with & view to verlifying
the mecuracy of information of enterprizes which lsauve shares on
the market through the intermediary of the stock exehange and to
avoid speculative abuses in the manipulation of phares, (vi)
Modification of the law pertelining to bearers which regulates
epedit @inance and investment institutions with a view to giving
greater security to thege institublons, Current regulations
will be revised in substance o make the position of participants
more secure, partleularly 1imiting the concentratlon of loans in
shares of the same lssuer.

GHAPTER II - PUBLIC FINANCTAL POLICY

Phe Council of Minlsbers conslders of major importance that
the federal government adopt a rational public financlal policey
formulated in the framework of the norms and steps established as
necessary for the economic and social development of the ecountry.

Public financial policy, aside from furnighing the means for
elpmentary administrative funetions of the sbate, should provide
an important influence on the national savings effort by capburing
the pesources of the atate for carrying out basic investments as
well as public works or priority financing in the private sector,
Important influence should also be used over the volume and
direction of private investments and with respect to consumer
behavior aa well as selected taxatlon, It will be, therefore,
an ef fectlve ilnstrument for the eliminatlon of the most serious
disparities in the economy,

T The Problem of Financial Digequillibrium

Tt has already become common in this country to have financial
deflclts in excese of 25% of the total budget. This fact 1s espe-
cially serious, nbt orly because of the magnitude of this percen-
tage but because:

a) these deficlts are not flnanced by issuance of public
securities on the capltal market byt through issuance of paper
money;

ﬂ) part of these deflcits conelsts of the sguandaring of

blic funds through injustifiable expenditures and disbursemen
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o programmlng, ‘

The political and administrative difficulties which oppose
the rationalization of public expenditures, especially those
related to personnel, have confronted the federal administration
with a false dllemma: to sacrifice finenecial equil¥ibrium in favor
of a program of ample basic investment or to prejudice, partially,”
this program in favor of equillibrium, Thls represents a serious
problem since efforts of stabilizatlon, if carrled out by partial
pacrifice of development goals will not reach 1ts real objjective,
On the other hand, the Jjustifled desire to carry out basle work
(aside from wasting resources) can result In accentuated finan-
clal disequillibrium,

An attempt to preserve baslc investments through lnstitutio-
nal means, 18 expressed in the legal provisions concerning the
tying of public funds to certain types of public works, or fundse
for the financing of private investments, On the other hand,
these tied expenditures inerease concurrently the rigldity of
expenditures, making the achlevement of desirable flexibility in
budgetary executlon more difficult.

All of these facts point out the high amount of irratlonallty
of the Brazililan public financilal policy, emphaslzing the necessl-
ty for courageous and patrlotic actlon To reduce to the minimum
the squwendering and disorganized use of the national financial
resources which flow through the publlic sector,

iI. Correction of Disequilﬁibrium

The correction of flnanclal digequlllibrium in the public
sector requires decided action in the followlng kasle sectors:
{2} expand revenuea through improving the collectlon
processes of the tax siructure;

Eb reduction of expenditures:

e} reduction of investment expenditures through careful
programming avolding the disperslon of resources; b

(d) reduction of deficli of government enterprises through
expangic\)n of receipts and reductlon of costs;

A

The program of the Council includes:

(a) emergency action for the solution of emergency
problems and the reductlon of finaneial disequillibrium;

b} programming of public investments;

e} institutional reforms,

2,1 Emergency Action

- The execution of the federal fiscal program showed, at the
end of fugust, a cash deficit of Cr$50 billion, Notwlthatanding
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the behavior of recelpts which are exceedlng collections in 1960
by 0%, there will take place a tremendous deficlt in the last
quarter of the budget year if epergetic steps towards reductlon
of treasury expenditures are not taken, The progpective is all
the more serious because of the fact that there will acounudate,
in this peried, strong expanslonary pressures arising out o
other sectors, such as bank credits, forelgn exchange operations
and the purchase of coffee.

The Council will zet in a way to egulllibrate the finaneclal
situation of the treasury in the last quarter of the current
fiscal year, To that end 1t will continue Go carry out the
economy plan put into effect by Decree 50761 of July 9, 1961,
and this will even be complemented by additional pteps to reduce
expenditures, - The greatest priorlty will be gilven to the problem
of reducing the Sperating defieibs of government enterprises,

2.2 Flscal Year 19562

The prospects are also dark with respect to the financial
disequillibrium in the comlng year,

The budget proposal for 1962 now being consldered by the
Congress provides for expenditures of Crfid7T billlon and estimate
a recelpt of Cr{350.9 billion, thus showing a deficit of triles,>
‘pillion,

A8 can be best estimated now recelpta may increase by
¢r$30 blllion over the figure in the budgetary egtimate, On the
other hand, various expeénae ltems are underestimated, 1n an
amount exceeding Cr#lo billlon and the llquidatlon of’ operations
of obligations of previous budgete plus extra ordinary expenses
not included in the estimate, according to accounting practices
now in force, will nct be less than Cr§30 billion,

To meet these problems of financiel deficlit in the order of
Grf§140 billion which threatens fiscal year 1962, 1t will be
necessary to consglder a tax revision in the current fiscal yea?p,
to reduse expenditures and tmreduce the deflelt of government
enterprises, Even though it will be difficul? to ellmlnabe
entirely a total cash defleit of the National Treasury of 1962,
1t should be the firm objective to 1imit it to proportions which
may be finénced without being inflatlonary,

B, Programming Public Tnvestments

The broadening of economic development program is not only
Joined to the annual budget but requires mylti-annual forecasts
of wepelpta, particularly the gollection of certaln recelpts tied
uo investments, The Councll intedds to execute this multl-annual
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>progfam so that the government's effort of promoting econdmie
development will produce the effects aimed at.

L, Administrative Reform

sdministrative reform in the publie fiscal sector 1s a
sondition fundamental for the effort to reduce expendltures and
ineresse receipts,

The colleeting agencles must be better equipped, the methods
of ecollection perfested and bureaucratic process simplifiled, The
Councll intends to request of the Congress leglslative delegation
to expedlte projects In connection with reform of the Natlonal
Aceounting Code and ccneerning the process of broadenlng execu-
tion and control of the Federal budget which 18 now belng congider-
ed by the Chamber of Deputies and which 1s in keeping wlth the
methods of finance administration,

The Government lntends to make effective the constitutional
conceptiof a single budget onding the current dispersion of this
pasic instrument of federal administration by steps whilch would
subordinate federal public resources to a single financial budget,

) Tax Reform

A teax system must be adopted to the exlgencles of economlec
and social development of the country. Notwlthstanding certaln
projects introduced in recent years the federal tax structure
st111 requires important modifications and the basls of calcula-
tions of certaln tax rates must be made curyent,

A. Technical Economic Criteria

It is necessary: {(a) that the movement already started, for
putting the indiract tax on an advalorem basis to permlt recelpts
to adapt themselves to general price evolution , be completed;
(b) that the consumption tax rates be made compatible with import
tax rates in order to avold excessive encouragement of natlonal
productlon of luxury goods: (e} to facillitate the tax mechanlam
concerning additional values eliminating the requirements of
Artiele 149 of current leglslation which does not permit the
deduction of tax pald on primary goods destlned for resale or
applied to the production of producta exempt or not taxable.

B, Criterias for Soclial BRity

Tt 18 no less necessary that: {a) the grave injuatices of
. regvessive tax be corrected establishing a proper progresslve
semle for inecome tax as well as indlrect taxes; (b) to make the
tax a funetion of essentiality of goods and services by ralsing
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' taxes.on indtspensable consumer goods with a view toward improving
the distribution of the tax load,

¢, Criteria for Encouraging Real
Savings
The encouragement of real savings is corollary of the program

of railsing the level of gross investments in filxed ecapltal from
the present level of 14 to 23,75 percent 1n the next flve years,

To this and the following steps are suggested:
a} Coneerning physical persons:

(1) Encouraging the use of private savings in priority
investments permitting the deduction of amounts {or part of those
amounts) used in subserlbing to new shares of enterprises desig-
nated as priority enterprises from gross income,

(11) Te increase the system of withholdlng taxes protecting u.
tax collections agalnst inflationary depreciation and facilitating
tax payments,

) Concerning Juridical persons;

(1) To eliminate taxes on fictitious gain resulting from
inflation which blur the real picture as to the yeld of enterprises
and discourages the formation of adequate depreclatlon reserves
through the followlng means;

-= Elimlnating the %en pereent tax on the monetary correctlon
of amsets calculated in conformity with indices published by the
National Economle Councll;

-- Permitting that depreciation be calculated on the baals of
current assets and put on hlstoric asseta as now done;

-~ Permittthe deduction from groas profits of a forecasted
amount to cover inflationary effects on rotating capltal which
wlll be calculated by multiplying the groas capltal financed from
the Firms on resources, thét 1s, the total of capltal plua reser-
ves, less immcbllized assets and less shares in other enterprises,
by a coefficlent representing the general increase in prices in
the fiscal year %o which the declaratlon refera,

(11) Differentiate in the taxatlon of profits distributed and
not distributed in a manner to encourage reinvestment. In the same
way, the actual additlional tax of % on reserves and profits sus-
pended and not distributed (Law 2973, article 1) should be conver-
ted into a supertax on the taxation which affects distributed
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profivs,

(111) In order to tax high incomes in an eguitable manner,
thé system of taxatlon of bearer shares should be revised, so as
to provide that corporations pay dividends on bearer shares only
agalnst a recelpt from the ahareholder and a consequent communi-
catlon to the Income Tax Division; these dividends will be subjeet
to the progressive tax, less any amount withheld at the source,

The Council of Ministers intenda to take the iniltilative on
these fiscal reforms with the utmost urgency, Some should enter
into force this year, in order to contribute to the reduction of
the budgetary deficit forecast for 1962,

Some chahges in the tax structure require constltutional
changes, ;

It would be convenient 1f the tax lawa referring to federal
taxes could enter into force immediately, even beftre their entry
into the budget, in order that they can be used as opportune and .
effectlve Ingtruments of general economic policy,

With regard to the export dutdes, in view of the important
role which they can play as an 1lnstrument of economic policy, it
would be convenlent that they be ¢ollected by the Federal Govern-
ment, in order also to make posmlble thelr utilizatlion as an
antleycle weapon. The amounts collected would be redistributed
in an equitable manner among the units of the Federation, so as
to compensate the loss of recelpts from this tax reform,

CHAPTER IIT
EXCHANGE POLICY AND FOREIGN TRADE

Foreihn economic relatlons play an important and strategle
role in the process of natlonal economlc development, dince the
nation needs to import raw materials, fuel, and food not produced
in the country, as well as machinery and equipment and parts for
replacement and expanslon of national capiltal, These imports and
other forelgn expenditures must be pald with the country's exchange
garnings, which derive principally from expeort of Brazillan prod-
ucts, but also forelgn capifal in the form of flnancing or direct
investments, Exports are also imporisant for the contribution they
represent in terms of income and employment, especially in ecertailn
parts of the country,

, 1, Foredgn Exchange Polloy
In the foreign exchange sector, the GQovernment's poliey will

l
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be to. ratiomalize the exchange system, through (a) unifieation OEAT
exchange rates; (b) setting the general exchange rate at a I
realistic level; (o) eliminating the complexities and incongrul-
tilea of the aystem, which have prodyced exchange dizeuillibrium

and generated distortlons in the national economy,

It 18 lndlspensable that the exchange mechanism assure
adequate earnings from exports, without whiech a diseuillibrium in
the balance of paymente and depression in the sectors whieh produce
for export will be inevitable, To do so, the exchange mechanlsm
will have the necessary flexibility to adequately adjust the
earnings from exports in 1lnflatlionary periods in whlch the costs
of production have risen, tending to reduce the competltlve
posltion of our products abroad, Maintenance of the exchange rate
at an adequate level will, on the other hand, avoid an artiflelsl
stimulua to the exodus of capltal, to importation, and to other
expenditures abroad,

Until the Customs Tariff went into effeet, the exchange
system had to resort at times to duties, with multiple categorles
and exchenhe ratea, After the new tariff became effectlive, four
years ago, providing for a range of "aliquotes" of import duties
Trom 10% to 150% ad valorem, the multiple exchange rates wWere no
longer of any importance, AS to the "specilal category" of lmports,
which 18 comsidered below, it was mmmmidmemit appropriate that this
ve administersd outside of the exchange system, which was recently
provided for.

on the other side, nevertheless, speclal consideratton is
given to coffee, in view of the need to preserve the country's
exchange earnings, through support of the internaticnal prlces,
and to obtaln resources for the orderly scquisition of productilon
surpluses and for flmaming of other measns of protecting the coffee
economy, In keeping with the policy of maintaining a rational
exchange system, bilateral payments agreements will be entered into
only when there is no better solution for problems of trade with
certaln countrias having inconvertible currency or where there are
atrong state controls on trade,

2, Foreign Trade Policy

Through appropriate policy instruments, the Government will
take action to promote the balances expansion of Brazil's forelgn
trade, proteeting, on the other hand, the legltimate lnterests of
hational industry ln the face of forelgn competition,

Tn Latin America, the government will flrmly support the goal

of progressively broadening the free Trade Area, established
through the Treety of Montevideo,
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' The possibilities of Brazllian commercial expansion into
other arezs, wherever they may be, will not be neglected, following
thg eriterla of safeguards that really protect the natlonal
interests,

With respect to exports, the Gavernment will act forcefully
to promote expansion and dlversification of sale of national
products abread, through the following of special instruments and
measures; (a) diverse incentives, including financial, for invest-
ment in production of exportable ltems, where capital expanslon 18
shown to be necessary; (b) means directed toward organlzlng an
internal market to flnance productlon of items deatined for export;
() elimination of bureaucratic controls over exports; (a) finan-
cing the export, on credit, of natlonal machlnery and equipment,
initially through the Forelign Trade Sectlon of the Bank of Brazil
and later, through an Export Bank. g

. On the intermatlonal scene, the Brazillan Goveprment will
continue to support agreements batween coffee producers, and will
suppert agreements to defend prices and regularize the inter-
national market in basic products of national injerest,

The customs tariff, a fundamental instrument for the protec-
tion of national industry and the selectlon of importa, ghall be
prought up to date and perfeected in the desired manner, The policy
of customs duty exemption, to be conmolidated in proper legal text,
will accentuate the imporhance of considerations of economlec policy
over narrowly filscal factora, especlally insofar as it affects the
taxatlon of capital outlay through import of machinery and equlp-
ment (not avallable domestically) which are to be utilized In a
manner contributing to the economie development of the natlon,

In view of the difficulties in the balance of payments,
quantitative control will be maintained over the special catepory
of imports, as an instrument to restraln superfluous expenditures
abroad, although it 18 recognized that this type of control will
indnoe certain distortions 1n iternal investment, Only a tax
reform which will weilgh heavily on less essentlal goods can
simultaneously meet the two objectives of (&) reducing the demand
for such forelgn goods and (b) avolding excessive stimulation to
the production of these goods in the country,

3, Policy on Forelpgn Capltal

3,1 Profit Remlbtances:

The prolonged debate on the discipline of forelgn capltal
has created a conditlon of uncertalnty, unfaverable in two aspects:
(a) because of the apprehension of restrictive legielation, there
is created an artificlal stimulation to an accelerated remlssion
of profits, exaetly that which 1t 18 desired to avoid; and (b)
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investment plans, some ln sgectors of great interest for the - |
national economy, are retarded or cancelled through the uncertalnty.
of the inveator with rggard to the system under which he will have
to operate, ;

The discouragement of the tranafer of earnings may be achieved
through two types of measures; negative measures, such as
quantitative limitatlon of remittances to a determlned percentage
of forelgn capital; and positlve measures, intended to encourage
the reinvestment of profits within the country,

The disadvantages of the first of these melbods are varlous,
and are too long to enumerate,

The method of stimulating reilnveastments through @lscal
measures, taxing remittances with progressive levies, seems simpler
and more effective, This cab be attained through the transformatlon
into a progresaive tax of the present fixed tax on transfer of
profits {25%), tying the level of tax lmeldence to the coefficlent
of reinvestment of firms, in such manner as bear most heavlily on
those which distribute a high percentage of thelr profits and to
encourage, through tax reductlon, those whlch reapply them wilthin
the country,

The Council of Ministers éndoraes, in its general llnes, the
draft leglslation on this subject wiith the previous government sent
to Congress on August 3, 1961, This project, besldes disciplingng
the remittance of earnings by the second of the methods described
above, contains useful provisions to stimulate the formation of
savings, by two methods; (a) dilscrimination ln the taxation on
profits on firms, by the lnerease to 30% of the tax on distributed
profita and the reduction, from 20% to 10%, of the tax on profits
reinvested in the eame firm, or used for other investments deflned
by the Government as priority; (b} permltting the deductlon from
the gross income of physical perscna, in the caleculation of the
progressive complementary bax, of an amount up to 304, 1f 1t is
destined to be invested in new stock of companles of priority
importance for economic development; (e) conceding, with the
intentlon of encouraghng the opening og forelgn enterprises to
Brazilian stockholders and facllitating thelr gradual nationali-
zation, a reduction of 15% of the actual level of incidence, when
at least one third of the capitel, in the form of nominal shares,
are in the hands of reaidents of the natlonal terrlitory, as long
as the number of such shareholders is not less than 100,

In view of the urgency of endéng this indecision about the
treatment of forelgn caphtal, which is prejudicial to lnvestment
in Brazil at & moment in which 1t i8 necessary to mobilize all
posaible resources, national or forelgn, to ralse the global level
of investmenta, 80 that we can achleve an annudl increase of T.5%
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in GNP, the Council of Ministers will request "legilslative
delegation" to publish as law the bill submitted to Congress on
August 3, 1961, with the alterations deemed advlsable,

3.2 Other Aspects of the Poliey on Foreign Capital

Besides the disciplining of remlttances, 1t ls also necessary
to avold the concession of favors or privileges whlch can place
the domestilc firm in a position of disadvantage. Certain deforma-
tions of the exchange aystem which, in specific cases, favor some
forelgn enterprises, such as the reglatratdon of financing at the
"eusto de cambio" or the entry of equipment wilthout exechange cover
{at the same time that some domestic enterprises were obllged to
buy exchange and deposit aglos for the import of equipment) were
automatically eliminated with the unification of the exchange
rates by Instruction 208, and with the elimination of the require-
ment ,of prior deposits fpr the import of eguipment financed on
time,

It 1s important tc malntain the present exchange system
which prevents any diserimination or privilege and, through
ralsing the rate in the free market, automatically discourages
unreasonable remittance of proflta,

Another important aspect of the problem is the reatrletion
of monopolistiec practices, whether on the part of forelgn or
domestlc firme, Congress 1s, at this moment, engaged in the
examination of this subject, on the basis of bills of its own
initlative, since the ploneer project of Agamenon Magalhfies; from
the clear;sighted wisdom of Congress we expect a lew which will
permit the effectlive correctlon of monopolistic practices, menl-
pulations of the market and practices of underhanded competition,
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Part Il - Eonomic Development by Sectors and Regions
Chapter I ==~ Power

1. Electric Power

The electric power sector, both in its institutional and financial
aspects, presents problems of great importance for the economic develop»
ment of the country,

The present status of Brazilian electrification may be summarized
as follows:

Ll= Rate of Growth « Electric power generating capacity rose during
the decade 1950~1950 from 1, 880, 800 Kw in 1950 to 4, 550, 000 Kw in 1960,
which represents a cumulative rate of growth of 9% per annum. This
rate of growth compares favorably to that of highly developed countries
such as the United States and West Germany and, during the same period,
wae greater than that of France, England and Italy,

On a per capita basis, however, this rate of growth dd not alter in
any significant way the low level of electrification in Brazil {36 watts per
capita in 1950 to about 70 watts per capits in 1960), especially when
compared with other South American countries, e, g. Argentina, Chile
and Uruguay, with over 100 watts per capita, or with highly industrialized
nations, with 800 to 1, 000 watte per capita. .

On the other hand, it is well known that even this considerable
effort has not corresponded to power needs and that, for various reagons,
many of the expansion programs foreseen in the past are behind schedule.

L.2- Need to raise the rate of growth ~ In order to recover time lost on
prévious programs and simultaneously to allow for a rise in the growth
rate of the national product to 7. 5% per year, it will he necessary to raise
the country’s rate of growth in power generating capacity to 12% per annum,

At that rate, generating capacity should reach 8, 000, 000 Kws by the end
of 1965 and 14, 000, 000 Xwe in 1970. .

There is now programmed an important nation=wide network of
power atations both planned and under construction, construcgisng of
which is under the aegis of the Federal Government, the Statefand private
entagpides. It will be neceasary both to continus this program and to
supplement it with additional programs in order to reach the desired
production figures and to supply areas not sulficiently benefited by presently
planned praojects.
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1.3, = Regional Discrepancies in Electrification « Distribution of

electric power throughout the various states shows marked regional
discrepancien;

Watta per capita
Amazonas, Pard, Maranh#fo, Piauf, Territfrio
de Rondonia, Acre, Ric Branco and Amap4 ....cevavesss. 3 to 20

Ceard, Rio Grande do Norte, Paraiba, Pernambuco,
Alagoas, Sergipe and Bahia .........covsnnrennaannonas 25

Minas Gerais, Rio de Janeiro, Guanabars and
8#o Paulo . sl et A srenniaauy  THED

Rio Grande do 5ul, Sania Catarina and Paran .......... 301050

Goifs and Mato GroBEO .causivssessasatiriatarsns 15 to 30

The elimination of these regional distortions will require, over
a long period of time, propartionately greater investments in the low
consumption areas, even though they be of an ‘sxperimental nature and/or
operated at a loss.

1. 4= Investrment Disequilibrium = For various reasons, during some
years past all emphausis has been placed on the construction of generating
and transmitting plants, while construction of secondary transmission
and distribution lines has been relegated to second place, Large urban
centers as well ag small and mediumegizad cities in the interior have been
subject to deficiencies in transmission and distribution which, in financial
terms, constitutea one of the most serous problems in the electric power
field in Brazil, Thus, the Government intends to pay special attention

to the develop t of compl tary programas of generating statons and
adquate transmission and distribution networks, both urban and rural, in
oxder to insure that people all over the country may be able to utilize
power produced bythe major power stations.

1. 5= Institutional Division of Services Between Private and Governmental
Enterprises = The respensibility for eleciric mervices is

presently divided between private companies, which are responsible for

over 50% of the production and over 70% of the distribution of consumed

electric power in the more industrialized areas, and public Fedaral, Btate

and Minicipal enterprises, whose participation in the prafiuction and

distribution of electric power is growing at such a rate that in the near

future production of public power will be greater than production of

i S

private power,
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Private companies have been operating for many years with
limited investment capacities, so that they are being transformed ‘into
distributing companisas, notwithstanding the fact that they are concessionaries
of services of power production, Hence it has become more and more the
responsibility of government to provide funds for slectric services, either
through taxation or through state bank credits. These funds, however,

have hardly been sufficient even for the adsguate expansion of thase services
within the areas of governmentsl responsibility.

The sconomic and financial system at present in effect in the
alectric power industry must be adapted to the realitias of our economic
situation in order to provida public and private companies with sufficient
capital.

1, be Imbalance Between Financial Resources and Needs = Studies
recently made by varicus agencies and commissions reveal that for the
five year period 1961=1945 alone the total cost of expansion of elactric
power services in the country {including generation, transmission,
secondary transmission, and distribution) will require an expenditure of
400 million cruzeiros or an average of 80 billion per year.

The total amount of Government and private resources available
during these five years for investment in the sector of electric power
amounts to scarcely Cr§160 :billion, divided as follows:

1} Federal . Billions of Crureiros
a) Federal Electrification Fund
Scle Tax
Coensumption Tax
Administrative Expenses Tax
b) Budget Appropriations
¢} National Economic Development Bank Loans

2) State

a) Sole Tax

b) State Electrification Taxes, etc.

3) Private Companies

Reinvestments
TOTAL -
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There in, therefore, a large deficit of resources for the period
1961-1965, amounting to Cr$240 billion, i,e., almost Cr$50 billion per
year, whose effect has already been felt in the notorious delays in

various projects now under comstruction. 4

It should be notad that the above #s timate of resources is
optimistic since past experience showe that not all Federal and State funds
earmarked for electrification are actually spent for that purpose. On the
other hand, in the private sector, the effective availability of estimated
amounts, even though modest, is intimately related to policy to be
adopted concerning the economic and financial regime for slectricity
sexvices in the country.

The mobilization of zdditional rescurces to cover this large
deficit in 80 important a sector constitutes one of the most immaediate
and urgent national economic problema which must be solved if electricity
services are not to become a negative and hindering factor in our economic
development.

L 7= Methods for Obtaining Additional Rescurces = This mobilization
will have to be made in both the public and private sactors. Recourse
must be had at the same time to tax and tariff measures to increase

the availability of public funds for electricity services, to effect invest«
ment from the resources of the consumers of electricity, and to stimulate
inveatment of private savings in this field.

These measures should embrace:
A. Increaming receipts of the Federal Electrification Fund through:

a} Changing the S8ole Tax on electric pawer from specific to
ad valorem
b) Incorporation into the Fund of new sources of revenue to
be studied.

It should be noted that the Sole Tax on electric power constitutes
today a small portion of the Fund, and represents little more than 3% of
total investments in electric power. Its increase, therefore, even to a
considerable extent, would mean little for the solution of the problem.
Increasing the other components of the Fund and creating new taxes are,
therefore, necessary complementary measures.
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© B\ Establishing a mechanism of compulsory purchase by consumers of

shares in the producing companies, both State and private, in order to
_provide those companier with new resources for investment and, at the
"same time, to democratize their capital. In the case of foreign companies,-
this process should insure the progressive transfer of control to the
Brazilian public, but without prejudice to continuity and expansion of
aservices.

C. Readaptation of the economic and financial vegime of the electricity
industry to the realities of our economic situation and adoption of a rate
policy which would stimulate investment of private capital in this sector,
require consumers to pay the real cost of service instead of transferring
it to other sectors of the economy (a transfer justifiable only in
exceptional circumstances) and allow public companies to maintain the
characteristics and efficiency of an industry in their operations.

1.8= Exchange Requirements and Mobilization of External Resources
Convertible into National Currency = In view of the growing
participation of national industry in the supply of equipment for the
elagtric power industry, exchange requirements for the esxpansion of our
electricity services in recent years have been considerably reduced.
At present they amount to less than 15% of total investment Tequirements
for generation, transmission, and distribution, except in exceptional and
igolated cases for large projects,

The total of equipmemt to be acquired abroad for the period
1961-1965 is estimatad at US$160 million, corresponding to nearly Cr$50
billion,

Obtaining foreign credits merely to cover exchange nmeds will
not contribute very much to reduce the deficit of resources needed, A
policy of obtaining foreign financing for electric power, therefore, must
be oriented towards obtalning credits convertible into national curfency
in order to be used for expenses in this country.

1.9= General Considerations « The expansion of electricity services

in the country both in territorial extension and number of congemsionaires,
has made the governmental organization for applying the Water Resources
Code and for supervising and controlling these services outmoded. In

the present restructuring of the Ministry of Mines and Energy the reorgani=
ration of these agencies should be included in order to adapt them to their
present responsibilities,

| On the other hand, the growing need for Federal efforts to build
power generating stations and to participate directly in electricity services

[W'EGLAEimj
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' in the country has given rise to a large number of Federal agencies re spdnsi-}
ble for various local programs in several parts of the country. GControl of
the industrial activities of these agencies today requires a centralizing body.
The creation of Eletrobrds, according to legislation recently passed by the
Naticnal Congress, will be an instrument suitable for the efficient control
of RBderal agencies and their plans for construction and investment, within
wholasome economic principles preserving the entreprenaurial epirit in
order to maintain the efficiency and profitability which are the charactsristics
of good administration. !

The development of services, the large number of projects to be
carried out, and tha need to mobilize, both within ths country and abroad,
vast financial resourcea for investing in electric power, will require
coordinated planning of both State and private projecta. This will be
necessary not only for them to be rationally integrated into existing eleciri=
city systems, but also in order to determine priorities and comstruction
achedules for each project.

Finally, it s neceasary to formulate long term national electric
power policy, having'in view the rational and balanced utilization of the
hydroelectric, thermoelectric, and atomic potential of the country for the
production of electric energy. This policy will take into account the
applicability of atomic reactors for producing electric power, at the same
time being aware of the principle that such energy production should be
technically and economically competitive with convemtional hydroselectric
and thermoelectric means.

Chapter II == Petroleum
2. Petroleum Policy

2.1l=- Estimated Consumption = Natlonal consumption of petroleum
derivatives, in termas of crude pil, will reach this year an average of
275, D00 barrels per day. This is squivalent to an sxpenditurs of US$450
million. The importation of petroleum and derivatives; should reach
this year approximately US$250 million, Internal productive activities
will contribute approximately US$200 million of the total value.

It is estimated that in 1966, consumption will rise to an expendi=
ture equivalent to US$620 million:at:an estimate of 390, 000 barrels per
day. To avoid pressure on the balance of payments of the country,
though the demands for additional imports of liguid fuels, it will be

| (—
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necessary for national industry to contribute US$370 million in that year.
In other words, assuming self-sufficiency of the national refinery industry,
production of crude petroleum in the country should be around 155, 000
barrxels per day.

For 1970, estimated conaumption, based on an anmal growth of
T.2% indicates an average of approximataly 510,000 barrels daily, which
will reguire an expenditure of US$720 million. Following the same
reasomlng, i.e8., if exchange expenses for fuels are maintained at present
levels of US$250 million and if the expansion of national refineries
nssuras scli=sufficiency in derivates, we would need to attain crude
preductien of slighly over 400,000 barrels per day.

Eom Production of Petroleum = Brarilian production of crude
petrdpum is presently restricted to the oil-bearing territory of Recncavo
Baianowmd reaches 95,000 barrels per day. Although possibilities of
m Foduction in that territory may exist, a level of production of
around W0, 000 barrels per day, thatis, 1/3 of actual consumption,

cemmot e indefinitely maintained.

Jncreasing production in the cominf five years to a minimum of
158, 84 Wnrrels per day will only be possible if we can count on a
en-mLon from other-areas. The ontlook for production in the coming
yesds is'uncertain and depends on the success of research,

£. 3= Research Program (Exploration) = In the coming years, the

asarch for new sources of supply of crude petroleum shall be based on:

8) the expansion of research work in the various sedimentary
bawins of the country, with special emphasis on the basin of Parand, of
Tucano {Bahia), of the submarine Continental Platform oa the East Coast
of the country and Sergipe=Alagoas; ol

b) the initiation of Brasilian international activities in connection
. with exploitation of petroleum concessions, through association of
Petrobras with other national and foreign Companies, or through private
Brazilian enterprises, by means of conditions to be established, In this
respect, there should be immediately created a special technical Cammig-
sion to propose a plan to be adopted by the governmental entities and by
Petrobrds.

There should be more aggressiveness in the research plans and
experiments for the use of oil shale, with special emphasis on the
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S%o Mateus deposita in the squth of the country; advaniage should be
taken of the intereat demongtrated by American suthorities and those of
gocialist countries in tha potentialities of the oil shale deposits of the
country, to obtain internationsl financial assistance for these programs,
on basen of special financial aid and technical assistance.

2, 4= Refining Plan = Ths country’s refining capacity must be
continuously amplified so a8 to ensure always auto-sufficiency in the
domestic aupply of nationally refined products. For this purpose the
following steps should be taken: i

a) installing during the next five years an additional capacity
of 120, 000 barrels petr day of operation;

b) giving priority and immediately be ginning conatruction of
two refineries, each with a nominal capacity of 25, 000 barrels per day,
located-one in Porto Alegre, Rio Grande do Bul, and another in Belo
Horizonte, Minas Geraisj

c) studying, as soon as possible, the remaining capacity to
be installed, so that baginning of construction will take place early in 1963;

d} taking immediate steps towards duplicaing the capacity of
domestic production of lubricating oils, so as to make better use of the
technical specifications of Bahia petroleum and ensure auto-sufficiency
in the domestic supply of these products;

¢ maintaining the domestic progduction of asphalt go as to fully
mest the road paving nasds of Federal, State and Municipal Governments.
For this purpose there should be installad in the Northeast two asphalt
factories, one in Bahia and the other in Fortalesa, Cenrd, sach one with
an annual capacity of 80, 000 tons. In the south of the country the current
production capacity of 20, 000 tons per anmum should be increased,

2.5= Maritime Tl'llliplnl't = The tonnage of the National Petroleum
Fleot must be increased, so as to guarantes all coastal transport and
ensure at least half of the long distgpce transport of imports.

At the same time, it is necassary to take steps to replace old
vessels, the operation of which has become uneconomical.

2. 6= Pipelines and terminals = The incipient national system of
commercial pipelines will be the object of planning, so as to provide
more economical transport ation for crude petrolenm and petroleum
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products on a hrgé scale ovi} arsas where density of traffic warranta.

Initially, two projects should deserve priority study, to determine their
economic justification:

a) a pipeline for the transportation of crude petroleum and
petroleum products from Rio to Belo Horizontej <

b} a pipeline for petraleum products, from S%o Paulo to Campinas.

Specialized petroleum port equipment will be amplified through
the construction of modern maritime terminals which will make more
economical the present movement of petrolsum and petroleum products
on the coast. Among the priority projects there is the S%o Sebasti¥o
Terminal, on the 8¥o Paulo sea coast.

2.T= Petrochemical industries = The development of the petrochemical
industries in the country will be encouraged, Petrobrds concentrating
itself on the extraction of basic raw materiala contained in residual gases
fram national refineries, whijh it will correspond to national private
indugtries to elaborate these raw materials and manufacture them into
consumer products.

For the develop t of the tial intermediary petrochemical
products, the associztion of Petrobrds, through subsdiary enterprises,
with ngtional private capital will be allowed.

2.8= Basic Measures in Relation to Petrobrfs - In the forthcoming
years, Petrobrds should carry out a five~year plan which involves projects
the total cost of which reaches Cr$300 billions. The definitive formula-
tion of this plan will ba the object, through the end of this year, of a
critical analysis and study of the details nscessary for programiming
exscutive activities, For the purpose of assuring full and efficient
implementation of this plan, two basic measures will be required:

a) Assuring the present operation of a profit af ﬁndartakings in
the petroleum sectorj; and

b) Taking ateps for the reorganization of Piltirobris,

By the end of the current year, Law No, 2. 975, of November
1956, which provides for the sole tax on fuels and lubricants, rnust be
revided. Such revision should provide tax revenug based upon the parity
of import prices sven though in different terms, at lavels equivalent to
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‘t_hnne of the present law, so as to guarantee operation at a profit in the
petroleum industry;. Fresent provisions which exempt Petrobréa and

its subpidiaries from income tax and require compulsory reinvestment

of dividends on shares owned by the Federal Union should be extended.

The reorganization of Petrobriés by formation of large subsgidiary
companies covéring the principal segments of the industry is urgent.
Petrobrés would thus become a consortium of petroleum enterprises,
gimilar to other state petroleurn companias.

Only in this manner'can the five~year plan under preparation
be carried out efficiently and dynamically. On the pther hand, the
flexibility conferred upon the consortium will bring about means to
accomplish the planned associations with private capital for its
development and expansion.

Chapter III =« Coal
3, Coal

The general diractivas of the national coal policy are given
in Public Law 3,860, of December 24, 1960, The coal industry of the
Nation has as its program the production of the quantity of metalurgical coal
(cok#} that could be economically absorbed by the national iron and steel
industry and the mining of coal desatined to attend to the demand for
electrical energy in certain parts of the country.

It is not possible to produce coking ceal without simultaneously
proceasing the racovery of a certaln quantity of steam coal. With the
progressive reduction of the market for railroad coal it was necessary
to take measures to build a thermoelsctrie plant in S8anta Catarina as
an outlet for at least part of such coal. Notwithstanding, this plant
with 100, 000 kw capacity will not suffice to consume all the {steam) coal
available in 1965, since the production of coking coal will continue to
expand to meet demand on the basis of the current ratio of steam to
coking coal mined today.' Without the guarantes of use in more thermo=
electric plants, the accumulation of stocks of steam coal will make it
impossible to produce the coking coal required by the iron and ateel
industry,

" 1t will be necessary at the same time to take measures to expand
the beneficiation facilities in Santa Catarina as well as financing coal
companies,
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In Rio Grande do Sul measures destined to regulats the situation
of sompanies in arrears to social security institutes are necessary to
remedy their severely=aifectsd economy resulting from loss of market,

'The merger of private companies with those of the State resulting in the
creation oﬂ!nlle organization is being studied.

Favorable conditions exist in Rio Grande do Sul for the installa-
tion of thermoelectric plants destined to attend to the needs of elactric
energy for a considerable part of the State. These should have at least
a 200, 000 kw capacity, and would uss local coal. It will be necessary
to finance the producing organization.

As for Paran4, in whose coal zone a thermoslectric plant will
begin operations in the first guarter of 1962, it will be necessary to
provide financing for the coal companies with the purpose of assuring

_ a supply of coal for the plant, This will permit export of Parang fusl
if the Government fosters the construction of a local coal washing plant.

Exiiling legislation, = Law 3, 860 - provides for all the measures
cited. Perhaps it will be necessary to obtain advances on appropriations
from Government credit institutions in the form prescribed by that law.

Chapter IV == Atomic Energy

Atomic Energy

The problems of nuclear s¢nergy throughout the world have now
reached a significance which cannot leave Brazil indifferent. The
prospects that, in the not too remote future, nuclear {(power) reactors
will become one. of the principal sources of the production of energy,
imposes on the country the obligation to prepare itself technologically to
benefit, sat the opportune moment, from this technique.

Therefore, the incentive to obtain atomic minerals from our
reserves and the establishment of an atomic industry bacome imperative.

The policy on atomic minerals established by the past @hwernment
as a result of studies conducted by a Pariamentary Commission of
Inghiry should be maintained mince its general objectives support the
national interast.

e
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The research of these minerals is open to all; their exploration
is supervised by the Nuclear Energy Commission and their commexrce,
under exiating law, may only be established from Government to
Government, according ta the intereats of national security and the
requirements of industrialization,

Some of these minerals which are scarce in the world are found
here in deposits of high value which, because of this, should be carefully
dubjected to atate control so that they do not serve purely pecuniary
interesta of local and foreign groups.

Some of these have applications in modern technology which
require alloys of exceptional properties and are, as a result, of very
great usefulness; they are rare amd are important to national security
but may nat be listed as™producers of foreign exchange" because of the
small quantitiea involved.

The training of technicians and the fitting of our induatry for
production of materials and equipment necessary to the agtablishment of
a nuclear industry of & high degree of nationalization will be the theme of
the Government program.

Likewise, there is an obligation to construct one or two reators
of experimental type, for the production of electrical energy, planned in
accordance with the new possihilities, both internal and external, of
mobilizing financial support for the nuclear sector. The nuclear power
reactors should ba located where they may best serve experimental and
educational cbjectives, and may be duly allied and integrated in regional
electrical systemns. In addition, full incentive should be given to the
production and utilization of radlo isotopes as applied to medicine,
biology, agriculture and industry, as well as the establishment of a
policy for the exportation of radio isctopes in excess of national require=
ments. '

L
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CHAPTER IT - PORTATION

1. General Transportation Poliey.

1.1 = Eptimated demand and necessary investments -

- The growth of the Brazilisn economy at the rats of 7,5% will
require from the metional transportation system, by 1966, a workload
auperlor to'?_O% of that of the current year.

The adequacy of the system to the estimated demand will mean
_in investments, during the next five years, ° around 1,160 billion
“crugeiroa (includine aubomobilea), of actual currency.

1.2 = Actuel Finencisl Froblems -~

. ¥ne fingnclal problems of the trensport sector are the most
serious with which the Union is faced.

a., The operating deficit will reach 62 billion cruzeiros this
year, ' absorbing more than 20f of federsl tax income. Ita
bresk-down is as followa:

Rellroads seessesaass's’s ug.o bil%ima

Ports & Favigation ws 16,0 n

Total ,ues. 62.0 b1llions

b. All mesns of transportation contribute to the instebility of”
the federal budget through exsgmratéd dependence upon general resour-
ces for its investments. This year, the following ere the principal
suthorizations for federal disbursements in thls sectori

Bililons of Cruzeiros:
Fupds & Taxes:
Rallroads . ‘ 6.8 8.60
Highwa¥s soenees iy 29.01 (1) 10.20
Navigation & Porte ... 9.65 5.82
ALPLiINesS cceeeacracnsss 1.70 -
TotAls caeseas 47420 262 T1.82

{1) (Inclusive of speciasl credita)

L miomassreren |
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I 1.3 = Necessity for Definition of & Transportgtion Policy -

Only by atrict cbgerveance of g rational transportation
polley based on exparience, planned expansion secording to Brazilian
pecullarities and continued effort to cope with the political Aiffi-
culties in personnel relationships, adjusting the State's action to
ita real spending power within the most urgent reguirementa of the
countrybtranaportation system, will it be able to attein the solution
to old probiléms - mainly those of navigation and reilroads - greatly
sgeravated In the last three o Tour Years, thus elimindting waste
in investments In tremsportation. It 1a therefors Indiaspensable to
have ‘a definition of general policy whish may be’ ohasrved by all
authoritiés in' the vaerious transportation flelds, coordinating their
actions towards clearly defined ob Jectives,

2. Data for tha anulatipn of a Transportation Polioy

Data on which the proposed policy may be b_aaad_ure as follows:

a: The transport sector has been receiving, for gross ex-
pendliures, arcund 5.6% of the national product and
of gross investment in fixed capltal (Including
automobiles, or 38,5% excluding thege), To speed up
national develcpment it will be sbgolutely neceasery
to search for the besnt application of that substential
part of our reservesa.

It is urged, therefare, that there be established ration-

al norms of utilization in the transportation field,
giving each system the neceasary conditions to its ade-
quate' functioning within its posribilities emd 1limita-
tions,

Highways, which in 1950 reelized | OF of Brazillan inland
trensportation, carried in 1960 arcund 60f of it, ab-
sorbing 75% of the lsbor increase occurring in the leat
ten years, Maintaining conditiona observed up to now,
it 1s estimated that by 1970 highwaya will account for
moré than 80% of Brazilisn transportation. 'Thia index -
demonstirates the merilousness of the problem, taking inte
consideration principally the impropriety of using high-
wiys Tor the trunsport of cargo of low Intrinsic value
for large distances within the country,

The maritime fleet and ports have been fecelving inauf-
ficlent ilnvestmenta. This circumstance, together with
decreasing productivity bscause of obsolete Inatitutional
staff and lebor regulations not related tp production
purposes, virtually doubled {(in actusl figures) the cosmt
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of navigation and port services in the last five Yeara,
Despite the fact that the move of Brazilisn economy to -
the interior of Brazil, reflecting necessarily the rel-
ative loss In the importence of coastal shipping, 1t 1is
Imperative not to meke this process worse, because enong
all the mesns of transportation of eargo, 1t is the
chegpest. On the other hand, the inefficient port ope-
rations contribute by increasing the cost of international
Tfralght to depreciate Brazilian exports and to incresseé
imperta. Jointly, with a polley of renovation snd re=
équipping of the Natlonal Merchant Marine, 1t 1s neces-
sary to esteblish basic conditlcns for the actual and
efficlent operation of Brazilian port services 'in order
to eilmlnate the existing wifevorable conditiona which
Jecpardize the utilization of the maritime tranaport
syatem,

The techiiical characteristiés of the railrosd syatem
which was bullt in the past, ss well as the changes in
the ‘economle structure of thé éountry and the process

of occupatlon of new réglonm, contributed to the present
situation of the railroads, BSuch conditions today beaéome
unfavorabls to rallrosds in competition with’ highways,
even though 1t 1s feasalble to plan & aystem whish may re-
eptablish that memns of tramsport as the most sconomic
in carrying large quantitles great distances. A country
with the dimenslons we have cannot do without railroad
systems which link the source of production to the dig-
tribution and consumption centers.

Tackling with caution, firmness and determinstiom the °
problem of trensportetlion in Brezil, removing the trou-
bles stemming from the continued sbsence of pound planming
and lack of coordination betwsen the various mesns of
transport, each one will eventually be appropriately
utllired, affording those who use them the option in the
light of their actual intrinsic characteristics, which

is an ¢ssential requirement for thelir maintenance and
expansion in line with the prevalent.

3. Becommendations on Transportation Policy

a) As to institutionel conditiona: option, in case of alternative
means, must remain with thods whe use them - the only opnes
who know In edel casé all conts, direct snd indivect, of the
movement of commodities and people. The conditions which = -
must'be eatablishéd so that option may bé based on tyus facts
as to the economy, flexibility and speed, are as followas
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the elimination of regulatory or buresucratic obstacles
which reduce the competitive capaclty of railroads and
navigation;

to face realisticallly the costs and prices of each
means of transport, causing them to mctually represent
to the user, the economic value which may guilde hia
cholece;

b) An to the dlstribution of services among the various means
of transport, éxcept special local conditicns, the follswing
orlentation should be mdopted: . ;
i1 = in long haul transportation navigation should bs util-

izied a2 much as possible whether by sea, rivers or
lakes;

11 = hiphway transportetion must be. emcouraged, aespecially -
~ by paving, which reduces by half the cost of transport}

there should be reserved to rallroads the tranaporte-
tlon of large volumes groat distances (like minerals)

or those which can be concentrated in determined locali-
ties, ‘The transportation of passengere in the interior
mugt be revised as much as possible in accordencs with
econamic possibilities and subatituted, where advissble,
by cther means of transport;

iv = the transportation of passengers for great distanceg
should be done principally by air;

v = guburben reilroad trsnsportation must be improved and -
its use in towms that are growing must be also foresae_n_.

As to investments: publie investments will follow m long-range
globsl plan of gradwal evolutiom which will consider the .
transport system in i1ts functionel unity gulded by estimates
of the demends in each region end available mesna of trana-
port, and by wéll defined priorities in order to avold waste
in duplicatlion, oVver-planniiag or delays 1n the eliminstion
of excessive capacities., ‘Options for sound projects must bé
based on objective mtudiep of coats end benefita. With thia
in mind, there must be established in the Miniatiry of Trana-
portation a high-level technical bedy devoted éxclusivéely to
economic and tecknical studies of the countiy's transport
and to-the planning of investmerits. That body wlll maintain
the National Transport Plan constantly up to date and 1ts
programuing on short, medium or long-term, of all investment
in transports.
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Specisl priority must be given to the paving of highweys a.na
to the construction or paving of thige hlghways destined to
gswbstitute for uneconomic railroads. Investments in new .
railroads construction must ba pubJect to ptrict selectiom,
prefersbly concentrating on the renovating of old permsment
ways and in the rectification of lines and even in the con-
structlen of brench linés where thore 1s heavy trafflc
density. The reegulpment of ports and the renovation snd
expanaion of the Merchant Marine must also have careful
attention from the Public Powers.

As to traffic, except in caads of ploneer inveatments, and
alwaya in a temporary manter, the ugers of services must
pay in full the coats therseof without subliaidies or siubven-
tions, dirsct or otherwlse. They must, besides, contribute
through revenues tied to investmenta generatod In sach sec-
tor for the needs of the capltalirzation neceseary to the
expenaion of the system.

ly, Highwey Transportation

.1 - Exploitation

The reasons for the success of highwey transportation in
Brazil are cbvious. Its musers find in the ayastem flexibllity,
gecurity and speed. It 1s imperative, therefore, that subsaildies
that ars given by the Stakte be avolded, in the form of conatruction
and meintenence of highways, as they sggravate the conditions of

_competition with other forms of transport whose deflclta are supported
by the Btate itself.

Ways

Specigl attentlon muet be glven to6 the malntensnce of the

highway syatem, increasing the sourcea of Income which must be 1inked

to corresponding expenaés. This 1s oven more necessary inasmuch as’
the paved parts will bé, at the coricluslon of the P.Q.0.R,, more

dovble the existing system. Capltal used for paving must be used
sparingly.

D,N.E.R. y e

The administrative and technical capaclity of DNER is con-
sldered to be reasonsble, inspite of the amplitude of the established
program for the nexi five joars, inasmuch as it may be ampliried, de-
pending on the delegation of work to the State highway agencles and -
to the Dirsctorste of Militery Transport. #lso, the highway econstruc-
tion industry was considered to be capable of reallzing the plan;,
teking into consideration the level of development 1t has reeched.

r——
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Y2 = Investments ‘

The highest priority must be given to projects established
in the Five-Year Highway Plen (PQOUR) and in the Plan of highweys to
Substitute for Rallroads which sre Uneconomic, Eartleuler ettention
must _be given to the commnectlon between industriel centers (States
of S&6 Paulo, Minas Gerals, Guansbara snd Rlo de Janeiro), to the
South, North, Northeasat and Middle West of the 'country, by linking
the trunk lines alresdy esteblished. ({BR-2, BR-l-13-22, BR-5-11,
BR~-1l, BR=-35 and BR=l).

The executlon of such plans depends nevertheless, on tha lwme=
diste revision and fullfilment of i1%a financing plans. Such finan-
cial schemos are besed malnly on budgetary allotments, and the Natlon-
al Highway Fund will contribute with & small portion of 1t.

The study of new sourcea of income for the malntenence of the
P,Q.0.R, mist be "apeeded up" in order to amplify the rescurces toward
that end, mither by revision of the single tax and the law providing
for contributions towards improvementa or by the creation of a paving
tax.

For the rational spplicetion of the resources destined to high-
way works, sccording to the F.Q.0.R., 1t 1a imperative that a perfect
cosrdinstion exlsts between the varicus agencies participating in the
development of the nationel budget in order that the resources may
not be wasted or token mwaey from the priorlity program.

5. Forta and Nevigation

The Brazilian merchant marine utilizing coastal snd overseas
shipping is composed of ;30 units of various aizes with & total of
approximately 1,287,000 gross tons; for tha .most part over 25 years
old and, therefore, being diffilcult and expensive to operate and
maintein.

Consldering not only the great length of the Brazilim coast =
8,000 kma, = along which the moat populcus centers are located -,
but also the utilization of thousands of kma, of river and lakes snd
the increasing neads of our external commerce, the netlonal fleat
seems to be, &3 a whola, inpufficient for the demenda of transport
by water.

‘In order to cover the needs of overseas service, Lloyd Brasi-
lslro and the Fronape during 1960 utilized 155 foreign ships total-
ing 2,717,458 D.W. tons, indicating the extsnt of our shorisges and
soercities in the maritime transport sector,

L The average sge of ships being extremely old, the lack of
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mailntenance eithér periocdic or regular, their intensive use aggravaqed
by a gréat lasck of port services which are always slow and highly ex-
pensive, have transformed Brasilisn cémmercial navigation into a sys-
tem which contributes to the worsening of the national sconomy.

Generally speaking, the negative and restrictive factora which
have great Influsnce on the profits of the Brazilian merchant marine
are the following:

1, Navigation:

®, problems of an operational order
b, problems of a meterial order.

Auxiliary services:

Problems of organization, income and operational coasta
of.

. lighterage peraonnal

b. reépalrmen and inspectors

¢, port watchmen.

Port services:

8, wWork ayabtemsa

t. mechanization of perta

e, movement of bulk ecarge and use of contsiners
d. port tariffs

o, atorage regulations

f. docking priorlties

g. shortages and dsmages,

Therefore it is necessary that s policy be eatablished for the
merchant marine whi¢h can result inh its progressive récovery, thua
tranaforming it info a worthwhile elemént ¢ontributing effectively
to the economic development of the country.

S“uch policy must conelder mainly:

A - The aoonmlo-rmanc!.ll recovery of navigational entorpriaes,
giving them the indispensabls means by which they can sa~
tiafactorily perform their sctivities for just payments for
the right services In order to permit the replacement and
progregsive expaneion of thelr fleets.

B - Investment and Finm cing of the Merchant Marine Fund:
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8. Flnancing the constructlon of new ships by the merine
industry now being established in the country which
deserves the most decisive and unreatricted support;

purchase of new vessels abroad (ineluding I.B.C.'s
intervention but only as complimentary units and without
prejudice for the full utilization of the capacity of
the marine industry of the country;

financing the improvement of dry docks end shipyerds of
officinl agenciea,

Investmantg in the pgrt sector:

a, Studies, projects, consatruction, improvemente, eéxpansion’
and/or equipping port Inatallations and nevigahle waters,
special attentlon belng givenm to ports sérving Bpecial
needs, namely, Tmbltuba for charcoal, Rio de Janeiro,
Vitoria, and iugrl dos Rels for iron ore; Tlhéus and
Campinko Tor cosom; Recife and Ardes s ror sugar; Santos
and Parsnegud for &offes; Macau snd Areia Eranca for
salt; Rio Crande for meat, rice and whest; Ita.qui for
babagii; Mucurips snd Cabedelo for cotton and Luis
Correa for cs.mau‘bn.

'b. dz-adging of ports snd navigeble waters of major 1mpoz'tma¢.

Rationalizing of work aystems and rémuneration of maritime’
peraonnel including laborers, port clerks, and related per-
sonnel, adjusting crewd to the trisnseds of emch type of
vessel in order to obitain the maximum use of the general
services covering the movemant of cargo,

Beasides these provisions of a gemeral order, it is necessary to
accelerate the works and provisions directed toward- the unifieation
of the Iloyd Brasilelrc sand the Companhin de Navegagfo Costelra,
with the division by departments, of the services of coastel and
overaseas shipping md of shipyarda,

6+ Rallroads
6.1 - Operations
Great attention should be given to the reduction in a
short time of the deflclt in operating costs and changing prevalling
conditione responsible for 1t. With this in mind, the Following

piroviaions willl become necebsery e a relnforcement to the existing
pollcy of RFPSA, which deservea mll end every support:

begal -
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Selective eriteria for inland traffic of PagBengers tranafe]
ing, where advisable, to buses whose cost ls about cne third
of that of railromds. The numbsr of passenger trains must
be reduced and adjusted to en indispensable minimm for pas~
senger fraffic in those reglons where there is an efficient
highway syatem. Whers there 1s no such highway syatem, one
must be created in order to allow the reduction in the mmber
of passenger trains, ]

Pansenger tariffs mast be brought up to date on redlistic *
bases In order to avold the continusnce of economic absurdi-
ties, as the following indicates: while In 1945 there wap
charged (per kilometer) a value equivalent to 2.68 minutes
of lahor at the basic mindmum salary In Gusnabars, in 1959
thers was charged on the base of ascarcely o,li1 minutes (six
timex less),

Buburban sérvices must be improved, the problems belng tacklsd
in order to establish autonomous egencies o thers may be per-
mitted a centralization of effort mnd resources for their
sclution, considering that they are social services.

The program of modernizing traction power must be given all
necagsary attenition, the wutilizaticn of Diesels being con-
slderad nsceggary for immedigte result,

It 1a Impeérative to absorb excessive personnel now in the-
railroad services, transferring them o other federal asy-
vices.

It is urged that cperationsl and administrative methods be
modernized which depends on the improvement and renewal of
personnel, mainly in the choice of administrators, end also
on the neutralization of political Pregsures.

The success of the railroad policy will depend, nevertheless,
on the incresse of traffie by the fomenting and recupération of trans-
port, re-conquering markets lost to trucks. Thils way, new horiszons
Will arise for the fullfilment of the main obJectlve of the RFFEA,
with measurea which may include among others the following:

a. Bulk transport of minerals in general, particularly iron ore;

b. additonal acquisition of ‘éars for certain railways in order
to improve their services;

€. to promote sgresments with Tfederal, atate, munlcipal and asemi-~
goverrmental agencies, autarchies, industrial, agricultural,
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commerolal entitles, etc., in order to obtain just tariffs, "
preference for the transportation of steel products, petrol= *
eum aud by-products, charcoal, minerals, cement, wood, coffee,
sugar, cereals, etc,;

readjustment of tariffs on ¢harcoal in order to cover the
coats of its tremsportation;

to improve and intensify the inter-change among rallroads
(mutual traffié, "treck-righta" conventions, adopblon of a
stahdard blll of lading, etc.), and also smong these and
other means of tramsport;

to atudy carefully thes various legal and juridieal aspescts:
concerning persocnnel working for railroads, in order to cor-
rect and make uniform their functionel position by a "Rail-
road Perscnnel Statute";

to provide méans of seleciion aend training of persoinel with
the objective of ineressing productivity end meking possible
their full utilization and sdaptation to equipment and work
methods;

to intensily stepes to improve hygienie conditions and work
sai‘et]j.

6.2 - Investment of Funds

8. The existing system muat follew e besic criteris of ex=
tensive trunk lines, except branches and secondary lines
which may be considered sbaolutely neceossary;

investmént in new conatruction mist be rigcrously select-
ed, those worka being permitted only when imperativa,
nation~wide, (Main Southérn Tiunk, Patrada do’ Trigo, ,°
Bridge over the Sen Francisco, betiween Propria and Colé-
glo, branches from mineral sources, ete.) with a view

to end the present situation, becauss there have been als
ready over 20 billion éruzelros applied in sueh oonstruce
tlen without economic justification; besides 55 billion '
in lines holding second priority whose snnusl sllocation
1s so unproportionate to the total cost of the works that
i1ts terminetion 1s mmpredictable;

avallable resources must be concentrgted in the renova-
tion of the rallroads In places with the heaviest traf-
fic, end in the Iwprovement of the design of the ma jor
trunk lines which ghould remain;
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d, Investments destined to subatitute new paved highways
for non=-econcmic stretches of rallroads must have prior-
ity.

7. Afriines

In relation to sir transportation, government meticn will be
gulded by the following principles and objectives:

Tel = Operations

8. To give inoentlve o the conaslidation of enterprises
and the unification of auxiliary services;

b. to increese the rate of utilization of avallable
transport;

to subatitute the indireéct methods of svbvention and
subsidiea by direct help to lines incurring deficits
which should be maintained;

to stimulate the formetich of corsortium operaticns

on International mirlines, thus avolding unnecessary
campetlition and allowing: the wilization of common

services; ,

e. to encourage the reduction of excessive dlversifica-
tlon of equipment.

Investment of Funds

8. Priority should be given to infra-structure Investments
especlally the modernization of installations snd
equipment for flight safety;

b. to intensify the menufacture in this country of apare
parts and additional equipment Lor mirplenes in a wide
use by unlts of FAB (Brazilisn Air Force) snd which may
be utllized by cammercial eviation in order to decrease
exchange expenses.

L] TER JII =
COMMUNICATIONS

’ Keeping in mind the aims and conditions' for execution of the
| plan of the Department of Posta & Telegrapha, this entity should

L
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l have & typical Industrisl-type organization, free from any poli.ticaj
influence, in order that it can exercise to the fullaest » 1ts high=
level functlons in the sole intaresp of the publiec.

Nevertheless, such a guideline, tried so many times, but to date
not congolidated, has been influencing in a harmful way the quality
of aervices rendersd to the public either by leck of rational plan=
ning or by maladjustment of institutional conditions caused by ina-
dequate or inaufficemt investment.,

On the other hand, the latk of a broader view in the plamning
of the solutlon of the problems involving the means of tranasport
and also the lack of interest me to6 rational methods of exploltation
have kept the DCT from the poliey of reducing operationsl costs which
should be done in an industrial-type organization,

The gtate commiunications egeney is not Following the growth of
the country and communication services conetitute todey a seriocus
stranguletion point in our development.

The present Government intends to glve speciml attention to
this problem, implementing & ratiocnal orientation to the questions
at hand,

The revision 8f thé Telecommunicatlions stetute 1s still under
gtudy By the Natlonal Congresa, afid the definitiocn and details of’
adminlstrative provisions to be adopted w1l depend to & great ex-
tent on the policy to be established By Parliement as well as on
the powera which 1t will give to the public sdministration,

I » POSTAL System

" "The postal system in Brazid never had any orgenizetion plarmed
or baged on studies coordinated among the communications and trans-
port media,

The creation of poatal services without ¢oordinmtion and with
the use of obsclete means of transport, do not meet the needs of
progress.

The growth of the highway system amd the technicsl improvements
of such services have not been properly utilized.

On the other hand, the possibilities end tenderncles of the
development of the couwntry have not been considered as wowld he de-
eglred, when consldering the structure of the postsl system.

ivilization to the farthest corners of the country, imposes hes

The soclal mspecta of the growth of such a aystem, tdcing
¢ vy
prenaes on the State.
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" That nevertheless, does not mean that the State, even though
conpldering the social aspeocts of the quéestion, should not be inter-
8ated in a just return on the capitel invested, either by the adop~-
tion of a realistic gyatem of teriffs which have s view to the pelf-
sufficliency of the postel system or proceding to the raticnel arti-
gulation and coordination of poatal agencles snd mell transportation

ines,

Parallel and ss necessary provision to be adopted for the impre-
vement of the postal system, steps should be taken to modernize the
Instellaetions of post offlces and for the purchase and use, in large
scale, of modern mechanical and technicel equipment bearing in mind
that which 1s utilized in the most developed countries nowadeys and
in those with simllar conditions to Brazil.

II = Telecomunicatlons System
2:l = g"l:_w Prosent Situation

y
Ehe"actu'al ‘sltiation of the natidnal systam of telecommunicatitma
is really precarlous. repid industridl development of the couns
try in the last few yesis, with the increasing denand for commumica=
tion facilities has considerably contributed to aggravate this prob- -
lém, The change of the Federal Cépltal to ‘the Interlor has made tele-
communications emerge as & meens of extradordinary importance in a
country with the distances that Brazil has.

On the politieal side, the exisfance of sn efficlent system of
toelecommunications is imperative to the exercising of the federal -
authority, On the aoclal #ide, it comstitutes a Government obliga- °
tion' as regerds the reglons distéant from the center. On the economic
side, 1t becomes s powerful means of progress through fecilitles which
ald the expansion of wealth.

2.2 - 1he soordination of gystems

In addltion to being deficlent, the actusl system of telecommu=-
nications does not have the necsssery coordination W thin 1tgelf, '
there existing in some cases a waste of mesns snd in others difficul-
ties in internd connecticns.

The development of techniques has brought closer together the
telephone and telegraph system with more savings and more efflolency.
81111 falthful to past tachnigpes, these systems have independent
development in Brazil., The most recent implémentaticn of the micro-
wave system between Ric and Brasilia has proved the efflolency of ]
a8 teélephonic and tslegraphic ayatem which 1s operated by the Govern-
Lmant (NOVACAP) under comditioms of reasonable safaty though built
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l during a time 6f urgency. It hasd bécéme imperative to amplify such
a system end uonstmgt others throughout the country.

It 1a necessary, in the development of the teletommunicaticns
medla to give emphasis to the standardlzation of services with a
view to perfecting the coordination and inter-ccnnection within the
existing system, both Government and privats,

2.3 - The systems wlth great cepacity

'h:.e policy to be followed in the exphrision of comminications
media ' muet be the eatablishment, to the possibls ‘extent, of systems
of great capscity end with posaibilities of expansion. +he misro- -
wave system is the most advisable cne 1n the most devaloped regions,
It permits the trsnsmission of &n extraordinarily large number of
telephonic éhannéls or rather, of Aimultaneous telaphone connectlons
with the 'advantage of being sble to be comnested or discommocted by
intermediate stations. OCutting through a Zone under development,
they ellow téwns to be connected with the network vwhere economic
conglderations warrant.

In eddition, being previoualy specified, this type of equipment
permits 1ty own expansion thus meking possible the multiplying of
telephone charmels with additional eguipment without prejudice to
thé priginel installstions., In this connection, the exlsting micro=
wave system Rio-Braai}iu must be expanded: Brasilia must be ilmmedia-
tely connected with Smo Pailc thus bringing great benefit to the °
Minas Gerala' Triangle served by such e aystem. There muast be in-
atalled a micro-wave system which leaving from Rio, extends down to
the extreme Southern part of the country, thue serving the regions
moat In need,

Thig telephonle syatem 18 appropriate to the utilization of
mimultaneous telegraphy wi th the use of multiplex squipment permiting
the expansion of a large mmber of telegraphic circults out of a '
eingle telephoni¢ chermel, Thus, the nas of telatypes in these cir=
cults would considerably amplify the existing syatem,

2. - ¥ne gystems with lesser capacity

For a ling time it will not be possible to bring high capacity
systems to the North and Northeast perts of the country. However,
§t)1s impergtive that these regions be served by efflcient and secure
means whilch must be rapldly set up. Appropriate short-wave and redlo
equipment should be purchased with grsater use of frequency spesetrum
avallable (as those with independent double phase bands) and with
asgursnce of more secure functioning. Some of thess have already
been purchased: they should be set up.

8imilarly, some voice channels will be reserved for the mulﬂ.pll

T ———
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! use of veletypes. . 2

It must be emphasized that a very important goal 1s the connec=
tion between Brasilis and the State campitals and the most important
cities of the country, thus realilzng e inter-communication of
that system with lecal telephonlc networks which have sufficiently
good standards of efficlency.

2.5 - The Telex Service

The implementation of thls aystem which wlll have Brasilias as
its headguarters must give speelal importence to the establishment
of connections by telex, JThis system permita direct telegraphic
connection by teletype machine between subseribers connscted by
centrals from one peint to amother in the national territory. Extre-
mely lmporteant for Govermment use, the Telex system willl allow a
fuller industrial and economlc development of +the country through
facilities offered tc commercial enterprises.

As sursly as the national telex system is expanded with saféty
the various existing radio-telegraphic systems of the aeversl gov-
ernment spencies will be sbolished progressively. Such event iz
highly desirsble for the control of telegraphic traffic within the
eountry; additionelly, there will be the liberatlon of frequencies
that sre inmdequately utilired nowadays thma permlitting a more ra- -
tlonal use consistent with the congested short-wave frequency rangs.

2,6 = Profitability snd Finsncing

Fortunately, Af the establishment of m sound telecommunleations
system requires substantlel inveatment at the same time 1t insures
8 high profitebility. An example of this 1s the existing system
of miero-waves Rio-Brasilla. 3Both the telephonic end telsx channels
are extrpordinarily attractive from an economic etandpoint. The 2
income collected by the Government wlll be spplied in the establish-
ment of smaller syatems economiocally sound, which 1s the responsi-
bility of the Govermment to assurs.

2., T = Development of the Industry

The telecommunit¢ations and electronic industry in Brasil is
st11l at a low level, not having participated the development
reached by other filelds in the recent years. he small number of
modern installaticns now exiating in the coumtry does hot encouraps

industrielists to make substentisl investments in the manufacture of
equipment.

esls will there be provided the indispenssble conditions for the

k Only with the establishment of a sound program on a nmedlun-term
: ]
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‘establiamnent of correlative industrial park. fhig field is of ex--
traordinery importance to the National Security and for the develop-
merit of scientific research in the country,

2.8 = The_?gorggnizatlon of Government egencies

Simuiltaneously with the developient of the system, thers muat -
be & reorganizetion of Goverrment agencies responailble for 1ts opera-
tlon. It 1s necessary to give the D.C.T. sn industrial efficlenty.

he recruitment and training of persemnel, technicel end skilled,
merita the highest priority., The organizaticn and coperational methods
of the varlous systems must be reviewsd. 'As for the tréining of
perscnnel, the development of +the installaticns 4dtself will furnish
the means snd epcouragement which is so necessary.
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CHAPTIR IV

Correction of Adverse Natural Oonditions

1. Horks ageinst droughts
Article 198 of the Federal Constitution provides for the

apprlication of rescurces fticd 4o ftax receipts with the speclal cbjeotive
of !defense agrinat the droughts of the Northeast."

This imperative of our Magns Carte will be carried out by
the Oovernment with partioular and special interest, not only to fulfill
the legal requirement, but particularly becsuse of the fesling of the
Govermment toward the gravily <¢f the social and economic problem, which
is projeoted from the so-called Folfgono das Sfcae toward the entire
netion.

In aocordance with the gonoral principles of the Plano
Diretor of SUDENE and in terms of the provisions of the ocurrent budget
lew, the Government will incresse it8 executive action with the jntention
of carrying out, among other works:

2) rational utilizetion of sxesss water in the storame
reservyoirs, te irrigais cultiveble lands and for the production of
electrical energy {valleys of acarau, Jaguaribe, Agu, stc.

b) wtilization of the bilg canyone (dam at Boa Hspsranga,
in the middle Parnaiba, Brumade, Bamabuid, etc.)

o) intensifiocation of drilling of artesian wells and the
exploration of aguifers (wetor-bsaring formations) in the arss of the
Poligono das SSoasy

i) Water supply in the principal oitiss of the areaj
o) incentives to small and medium size dame

f) Utilization of hydroelectric potential of the falls in
the mountains and plateaus of the Fortheaat (Lontra.s, etc.)

These projects must be coordinated with the reform of ihe
agrarian structure in the areas affecied, so as to take full adwmntage
of the mublic capital and to produces the maximum bensfit.

2. Sagitation

By prepidential message 231/61 thers was submitted for the
consideration of Congress a bill creating an "autarquia' for Sanitation
Works and, at the same time, a National Fund for Sanitation works.
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This autapquia will orient, superintend, plan, and study
subjeots relative to wabter and sanitery projeots in rural and urban arsas,
as well ap rmumerous othar projecte which, after being put in oxder, will
form part of the five year plan for sanitation works.

The Pive Year Flan forssees investments on the order of
92,8 billion oruzeiros for the period 1962 %o 1966,

In the program or works to be carried ou’, mention should
be made of works for defense against floods, for water supply, control of
pollution of etreame, constructicn of dams for stream conirol and
hydroelectric supply, restoration of land and utilisation of the so-called
bumid valleys, atc.

The government intends to review this plan, integrating it
with the global planning of federal investments, reserving for this sector
that portion of nastional savings compatible with its importance and the
necessities of our development. The priority projects muet be preceded
by aceurate planning and must beceive resources in a rhythm which will
permit their completion in the least possible time, aveiding the diapersion
of funds in the sxecutlon of a lgrge number of projects over & long perlcd
of time.

CHAPTER V - MINERAL RESOURGES

The mineral resources must ba mobilized to the benefit of the
country, for instance, as an instrument of its industrial development and as
an slement that can help towards its enrichment, through the improvement of
1iving conditions of its people and through experts to produce forelgn exchange.

Consscuently, in order to establish a good policy of utilization
of mineral rescurcea wealth, we must enumerate the quality, the quantity and the
national or universal wtility of each mineral resource, and svaluate theses data
in the light of the national intarast,

If we have a large smount of mineral resources, as in the cmae
of iron, the exploitation of which is enough to supply the mmximum needs of cur
stesl Industry and still permit an intense exportation for many years, it is
necessary to discipline this exportation so that it leaves the country with a
maximm of bensfits, not only in direct contributary advantages, but also in
indirect advantages, as employmsnt, goed wages, msslstance to workera, etc.

In this policy, the preparation of which is about to be come
pleted, there are sssential facts to be congldersd:

8} to meet the requirements of our steel industry, which must depend upon fres
and large production of iron ores This industry 1s still in its lnitlal stagee
and for lts development both natlcnel and foreign capital must be stimulated,
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b) the exportation muat be operated in a way which not only produces foreign
exchange but alac glves tha country advantages and profites to Justify the
exportations

_ Of equal importanea, the producing resgions and their populaticns must be
considered in the bensfit of exportation, in order to fully compansate the
depletion of a local wealth, the mobilization of which only finde justificatdem
in the bensfits which it might bringg

¢) the exportation of these minersls must be done, preferably, by spscialized
rallroads, such as Estrada de Ferro do Vele do Rio Doce and Estrada de Ferro
Macapaj :

d) +the large companies, which proposs to export minerals, wust be self-sufficlent,
without onus to the govermnment, and must not destroy the mmell producers, nor use
transportation that will prejudice the normal traffic of goods and products in the
producing arsas, as well eg their natural capacity for expansion;

e) morsover any solution mmst not prejudice the internationsl market of the
Companhiz Vale do Rio Docea

The govermment company Compsnhia Vale do Rio Doce has besn lme
proving its operstions and strengthening its exportdig position by expansion
which may assure it, in a short time, a position as exporter of twenty million
tons (per ysar)e

" At present, with the improvement of the conditions of the port of
Viteria, open for ships of large tonnage, the CeVeReDs will be able to export
ten million tons anhually with the normal utilization of ite installationse

With complementery development wark, including the creation of its
own flset of ships with spsured revemues, railway connections, as the one from
Ttabira to Belo Horizonts, and other measures, this company will be able to export
large tonnages, not only its own production but also that of other producers of
the Vsle do Paraopsbes

As for the Réde Ferroviaria Federal, particularly the Estrada de
Ferro Cential do Brasil, means ars being studied 1o utllize its idle capacity of
traffic, without prejudice to the normal transportation of goods in the zons it
gerves, 83 well mas & betier program to equip iteelf for this goals

Without doubt, the specialized railway line is the ideal solution
for the transportation of mineral ors and other bulk freight espacinlly when
compsnsatory revenues can be assureds

Morecvar the railways must be coordinated with port installations
for the sconomic axportation of large voluness

A1l thess problems ars being studled with the objective of protects
ing the nationel intereste
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- Tt is tyue that mining represents a small psrt of the gross
national income = sbout 2% = & very low figurs for a country as large us
Brazil,

. This deficiency is the consequence of the present systam of
concessions which lssves to the owner of the land the cholce of the Conceme
glonaire of the mining claim, due to a right of prefersnce to grant the

claimg it would be far more jJust if this right were transformed into & reasons
able share of the profits of exploltation,

. The subsurfece should serve the Unicn more directly so that its
reservens could be used according to the national interests

As for mangenese, its larger exploitation is being clm::l.ed out
by joint national and foreign capital in the two lergest mines - Amapa and
Urucuns

The Lafaystts exploltation which has been going for several
years, dosa not offer the proporticns of the other two and the mine 1s sbout
to bacome exhausted; the mors optimistic estimate ita prasent capacity at
about thres million tonse

The nickel deposits of Golas are large and the exploitation is
abaut to be sterted and the zine depopits of Bazante have just started to be
exploited, 5

At an appropriats opportunity, the Minister of Mines and Energy
will present to Congress the results of studies on mineral resources vhich ars
being done in that Ministry, and will present the policy of mineral explolte~
tien which the Government should adopt, when such studlies are completeds
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CHAPTER VI

AGRICULTURAL POLICY DIREOTIVES

A

1., Necespity to define sn isultural Polio

In face of the accentuated unbalanoe existing betwesn agrioulture
and other sconomic activities, eepscially indusiry, the Government considers
it imperative and presging to have dafined a forceful agricultural policy,
integrated with the whole of the msasures that make up the planning and
governmental aotion for the balsnced development of the aocuntry.

Agriculturs is e fundamental part of the sconomic atruciurs and
prime mover in its advancement.

In fact, trus national progrsss, through which are harmonized at
the pemes %ime oolleciive prosperity and happiness, will only be zuthentio
when its concept includes rural activities.

It ie the important duty of the Government, therefore, to provide
resources oriented by scimmos and technology, cepabls of rendering
profitable agréeulture and livestook enterprises, which ars fundamental
determinants of the welfare of the community.

The Ministry of Agriculture, the agsncy responeible for earrying
out that pelioy has the undeniable responsibility to act decisively at
this mement when the Brazilian pecple yearn for better living oonditions.

The pressnt Bragilian situstion warms us that we are going through
a deaisive phase for our futurs, The intellipgent eaploitation of cur
wealth, in all its abundance, offers encourezing prospects for national
soonenic liberation, a fundamental aim of the exiraordinary efforts we
have mads since the second world war. The process of industrial develop=-
ment is a great rsality and comstitutes undoubtedly, the most solid
propoelling lever of our progress, Nevertheless, the development of &
nation on solid bases can only ba sohiaved when its agriculture ias
strengthensd, The Government ssnsitive to the problems of development and
their moeial end himan implicationsy considers cne of ite main goals to D=
the giving of a sirong impulee %o rational and balsneed expleration of
the land's riches,

Of the 847,000,000 hectarss, = little more then 24.000,000 are
uged for farming and 120,000,000 are used for varicus forms of pastures.
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i The*greater part of the remaining land is made up of unoultivated, grassy
marshes, inaccessible foresis, sami-desert tuch country and mountainous
lapds diffieult to cultivate profitably.

The cultivaied land corrasponds to 2.5
ia about 10 times less than in other countries. This ingignificant index
is showing some progress; in 1940 it was 1,31 hectares per person and 1,80
in 1950, It hae besn noted that the agrioultural expansion percentage is
on ths whote, leas than the gensral development of the country.

hsctaras per psrson whioh

Thie is due, pertioularly, to the slow improvement of rural
activities, slow and uneven distribution of specific technical assistance,
unreliatle income, and the time consuming an

d szpensive changes in farm
labor pystama including those that arise from the introduction of techno—

logizel proosssss, Mereover, the population increase 18 pressing ever more
heavily on agrioultural production.

This fact, the universal phenomenon called population ngloai‘on,

imposes on us the immediate use of technical correctives and changes in
depth in the understructure,

The Government a.lwa';rs geeking to mlleviate the growing demands of
and preasures on the people, must act more guickly in taking measures tend=
ing to bring about an increass in pruductiun‘,' reducing prioss, keeping
always in view ihe general conditions of the market,

For this purpose, the Covernment should bs able to place within
reach of the farmer, and &% the right time, hasic production goods, oredit,
peeds, fertilisers, pressrvatives, mackinery, implements, spars parts,
barbed and plain wire and technical asslstance. Towerda the same end, the
Government will at the pame time promote +he astablishment of warshouses,

silos, oold etorage and disinfecting chambers in proximity to the centers
of production,

It is aleo the duty of the Ministry of Agriculturs to work

together with the other secrestariats of Stets in the finanolng, warshousing,
transportq.tion and merketing of products.

The objective of the measures indicated is to raise the per caplta
inoome levaels, which sre 3 to 4 times less than those obtained in other
sectiona,

I+ should be clearly understood that the sclution of farm and
livestock problems raguire th

s sstablishment of & rigorous priority scale. -
Tha farmer as well ma the land he cultivates shall heve adequats treatment,
imposad by the social character and by the sconomic bases of rural Fife,
obesrving the sclentific and technical recomnmendstions applicable to them,

P
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V . Thesa are ths purposes that can he summed up in two fundamental
objectivast

inoreage in productivity and "humanization" of the man on the farm

This is que equation on which the Oovernment's agricultural
policy focuses, the performance of which, in this important sector of the
national eoonomy, will alwayas be guided towards gaining the indispensable
confidence of the rural people, stimulating them to take aciive part in the
process of their final integration in the national soonomic life.

2, Programs and Neasuress

2,1 Incresase in productivity =~ To reach the gemeral ohjectives
set forth in the agrioultural polioy, the Gevernment intends %o conosnirate
ite efforts in a group of programs and meapures, responsive to the more
important requirements of the various sectors of rural production which
will be oriented toward the achisvement of conorets results, sxpressed in
highexr productivity indexes,

An analysis of the charsoberistics of the Brazilian agrioultural
sconamy permits the conelusion that ite prineipal point of strangulation is
preoisely in its low indlces of productivity. The position of Brasil in
particular, if oompared with other countries, presents truly alarming
aspects, mainly in relatlon to subsistance products.

Balow ia an example of our production, in 100 kg, to the hsotars,
as comparsd with other countriss:

Rice = Brazil 15,65 Japan 46,2; Paraguay 22,93 world average,
21,7,

Beane— Brazil 6,4y Argentina 9,43 Paragusy 8,1y Holland 26
world avsrage 14,5. o

Corn — Brazil 12,75 Argentina 20,9; Israsl 47,23 Egypt 21,43
workd averages 20,6.

Potatoss = Brazil 53,0; Arvgentina 74,0; Chile 70,0; Helland
276,0; Germany 214,0} world average 122,0.

Onions = Bragil 47,0; Argentina 185,05 Chile 258,0; Israsl 109,0;
world average 118,0,

Tomatoss = Brazil 125,01 A4rgentina 141,0; Tesrasl 266,0; Holland
763,05 world average 169,0,

Wheat = Brazil 4,13 Argentina 12,8; Peru 9,7; Mexico 15,7;
Poland 15,8; world averags 12,8,

S R
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Similar situation ocecurs in relation to products of enimal origin,
Cattle -
a) anmal yield: Brazil 11%; Avgentina 19%; US4 26%.

b) yield per carcasst Brazil 164 kg Argsntina 207 kg.j Paraguay
171 kgo3 USA 249 kg,

hyerage annual milk production (litera per cow):r Erasil 484;
Israel 3,4693; Holland 3,750; USA 2,428,

Among the oauses of such low productivity the following mtand outt

a) limited use, by the farmers, of resources and information
available through research and sxperimentation such as, good seeds, ferti-
lipers and sdditives, varieties of plans of high yleld, gcod etandard
bresds of animals, good feeding of animals, veterinary and plant diseass
control products, good land and pasture oultivation, soll and water
conesrvation and other renswable natural resources;

B) reduced use of farm machinery and implemsnts due to their high
cost, difficultiss in purchasing them and lagk of skills on the part of the
farmers; E

¢) insufficient avallability of rural credit together with the
narroW scope of i1ts appliocability}

d.) leck of technical masistance supported by mors insensive
resasarch and expsrimentation and mors widespread information on their re-
sults, an easentlal baeis on which to raise the techninal level of the
official extension and development services;

o) anomalies in the agrarian system, mainly with Tegard to the
distribution and elze of rural propertiss; together with the lack of
sufficlent knowledge of farm management;

£} lack of stimulus due %o the precarious marketing and minimum
price puaranty smystems, aggraveted by insufficient warshousing capacity
and improper storage facilities for the products,

2.2 Agricultural Froductivity Goale -~ The Government's amotivity

is not limited to the simple outline of general measures, Its effort will,
above all, be to indloate specific goals to be remched particularly with
regard to agrioultural activities of high economic importance.

48 a point of departure from which to orient and carry cut farm
services &t different levels, the Goverument, bassd on the resulta obtained
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" in c;rficial agencles, private farms, extenzion and deveicpment services,
now sets forth the following objeotives for the next five yearss

Rice =~ Increass by 20% the average yield per unit of area; main-
ly by meana of fertilivera and irrigation as well as by
using better varietles and good sseds, .

Inorease by 30% the averags yisld, by introducing hybrid
or seleoted seedy fertilizers and adequate spacing.

Inorsase the yield by 25%, by introducing mere productive
variefies and fertilizers,

Inoreass by 30% the productivity index by meane of select-

od disesse resistant varieties, certified seeds and ferti-
lizers,

Potatoss — Increase by 80% the production per hectars of potatoes
by means of oertified seed, fertilizers and disease
aontrol,

Sgybean ~ Incresse by 20% the sverage productivity and sxpand the
cultivated areas, using selected need, fertilizers and
inoculation of seed for planting in new areas,

Cotton — Increase by 200% the yield of herbacsous cotton culti-
vation and by 50% and 30% that of arboreal cotion in the
FRortheast and Southern parts of the country Tegpectively,
by means of selscted seed, fertilizers, varieties adapted
to the reapsctive areas of cultivation and disease control,-

Boef cattle -~ Inarsass by 30 the yleld of the herds, trying to
reduce the slaughtering age amd calf nortality, promoting
sanitary improvements by combaiing foot and mowth disease,
brucelosis and rabiss through adequate fesding,

Dairy cattle = Inorease by 30% the anmal milk production by means
of milk control and selection of cows, planting of grass
for grasing, adsquete management of the herds, artificial
insemination and construction of watering ponds,

Swine -~ Increase by 50%' the yleld and reduce the slaughtering age
to 6 to 12 months, using better feed, adeguate breeds and
types, good sanitation praciices and rational instellations,

A e S AR
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Poultry raising ~ Incresae the average production of egga and

reduce the slaughteringz age by using vetter feed, adequate
installations and good sanitation practices.

st
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The obisctives indicated as productivity goals apply to aress
that reoceive directly technical and finanoial aid from the government,
through its specizlized services, As soon as the new policy is introduced
and the respective studies are coppleted, the Government will consider on
a priority basim, objectives for other farm and livestock activities also
of great importance, such as those pertaining to sugar cane, cacau, ooffes,
tobacoo, peanuts, sisal, frults, oils and jute, The planning will be
flexible, adjusted to the convenienoes and resquirements of internal con—
sumption and export.

2,3 Instruments of the Agriocultural Policy - When the general
and specific objectives of production ars sstablished, the Government will

put into use, as essential componenis to carry oculb the policy that has been
adopted, the group of progrems and measures that follows

A, Boonomic and Finencial Asgimtence

&) Minimum price gusrantee: Assures & firm and sound minimum
price peolicy, announcing the mipimum for enough in advance in order to
stimuiate new orops, reviewing them from time %o time in relation to
produstion costs, Present price levels shall be maintained for rice, beans,
corn, peanuts, soybeans, ootton and jute, so long e their revision is not
justified, and other products will be assisted when convenient.

b) Crasdits Capital formation in egriculture is slow just as the
biologic processes on which produciivity depends are slow. 3y their very
nature, orop and livestock activities do mot present favorable conditlons
for private invesiments in substantial proportions, Henoe, the neceamsity
of supplementary ‘sction on the part of Government for tha purpome of
ohenmeling to rural areas public and private oszpitsl,

It can therefore be meen that the msasures for mobilizing financial
regources to mest the requiremsnts of agrioculture cannot be limited to a
etriotly barking program.

The mobilization of rescurcss mey be done by using existing oredit
sources and by offering incmntives for the diversification cf a reasonable
amount of credit available for urban loans,

The "Caixas Hconomicas! for instence, like all agencles which
gather in financial rescuroes, should have an effective obligailon to dirsot
& part of their resources to strengthen the available rescurces of rural
and agricultural oredit establishmmnts, sspscially the agencies which
specialize in this type of operation., These agrioultural financial
entablishments must have theilr resources strengthened hayond thoae funds
available to them by virtus of ragulations and statutes,

With reference to the banking system, the funds used for financing
agriculture should be exempt from reserve requiremsnis, once the rulea
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established by the propsr agemcy of the Ministry of Agriculture are complied
with.

The total of 55 billion oruzeiros used by official hanks in 1960
in rural loans in ths form of finencial assistance fellowing traditional
petterns, is still inadequate end unimpresaive. It reached only T of the
2 mi¥lion farme and 1975 of the Brazilian municipalities. MNoreover, the
banking system lacks adequate programming throughout the country.

The Government feels that it is neossaary, as a point of departure
for carrying out an objective policy in this sector, to apply standarde and
40 take messures that will help the grestesti number of farmers, sc &s to
supply them with sufficient financial resourcas when needed and on favor=
able terms, For this reason it is necemsary to sssure the immediate
mobilization of resources destined to farm credit and to promote the full
and flexible use of snoh rescurces. In the next five agricultural years,
loans should be maintained on & level corresponding to that of 1961, plus
at lsast 20%, in ordsr to maintain the real value of the volume of credit
granted and to cover rising ocosts, An additional 20% anmally will be
mobilized for new heneficiaries of public assistance institutioms.

Conoerming the banking network, the establishment of branches of
official bapks will bs continued. Assistance will be given for the open=
ing of private banks in raral areas still without assistance, Also the
work of "mobile units™ will ba contimued, XZxisting oooperatives will be
used intensively and in the more remote sreas in which the opening of a
branch bapk is not advigabls, s Rural COredit Agent will be appointed,

Therefore, in the next five years, 1962-1966, at laast 500 Brazil-
ian municipalities will benefit from rural credit.

Other measures will be indigpensable for the execution of this
polioy, with particular reference to the Bank of Brazil and the other
Official Banks, They should expend the use of supervised cradit, in co-
operation with services giving technical assistance to faermers. Revision
of the legialetion and regulations which governm oredit will permit the
elimination of red tape apd simplification of procedures, It is also
necessary to coordinate the various finanoial agencles and establish an
intensive training program for personnel responsible for the direction and
administration of rural credit.

o) Warehouses and silosi To oonsolidate the nationzl system of
warehouses and silos through & coordinating agency, so as to artioculate the
various regional syatema already exlsting and undsr dsvelopment, by adopting
measures for financing the expansion of feoilities and by concentrating
govarnment afforts in aress which need them most, In the period 1962-1966
en additional 4,800,000 tons of warshouse oapaclity and 550,000 tons of sile
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capaoity should be inatelled. The inatallation of small storage unlts on
farmi end the increase of cold storage facilities will aleo be siimulated.

% d.) Marketss To toke memgures to renovate the aystem of standard—
izetion and classification of products, lncluding rroducts destined for
sxportation and for internal consumption. To eatablish an information
service on market conditions and trends, and prices of agrioultural pro-
duets, To encourage farmers to process and trade their products through
cooparatives or through other types of assooiations., To support the
installation of producer markste, '

5 e) Froduction transpori: To take measures necessery to coordi-
nate and give priorlty in the use of transport facilities in order to
assurs regularity in supplying consumsr oenters, thus avoiding production
lopses &and great fluctuations of consumer prices,

£) Crop insurances Ta gupport and promots the expansion of crop
insurance by moderniming and re-equipping the "Compenhia Naclonal de Segurc
Agrfoola" and by eetting up a fund which will permit bhe sxpansion and
divereifioation of opsrations, and including other agriecultural agtivities
up to now unsesisted,

B, Material Assistance to Production

The Coverrment believes that an indispensable factor for the
increase of production and productivity is provision to Brazilian farmer
of material and squipment such ae machinery and tools, fertilizers and
supplements, improved eeeds and seedlings, insecticides and veterinary
products, feeds, barbed wire, ete., Incentives #ill be given %o Brazilian
indmmtry producing these goods and facilities will be provided for their
acquisibion at reasonable pricea, mo as to permit their general use,
Private initiative, semi=governmental agencies and cooperatives will play
an important role in the exsoution of these programs.

¢, Technical snd Ejucational Assistance,

Oreat afforte asre regquired to place agricultural activities on
solid tsohnical basis, To this end the Government helievea the following
inetruments are essentials :

a} Research and experimentationi To take msasures Tor improving
and expending the netional system of research and experimentetion, taking
into consideration the need for an carsful pelection of ressarch projecis
whioh will produce & etrong economio impact on rural areas,

Mo introduce and adapt vegetsbls specles of economic value| to
dstermine their behaviour in the different arsas of the country and under
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various types of treatment; to conduct experiments to increase ylelds to
establish early maturing, resistant and productive strains; to stmgy
measures for preventing soil erosionj to intensify genetic studies on
useful vegetablesy to selsct oabile bresds to inoreese meat and milk
production; to improve yield of oarcaspes; to conduct research in problems
connected with fertility, and the introduction and expansion of forege
plants,

b) Rural Extension: To support the Extension System composed of
the Credit end Bural Assistance Associations affiliated to ABCAR and, in
partioular, ite Five-Yeer Plan which, in the ysar 1965 will bhe assiating
800 municipalities, through an equel pumber of Offioes, in which 2,000
techniclans will bte working, It is therefore imperative to institution-
alize the System, thereby supplying it with permanent rssources.

o) Livestook Developmentt To reformulate principles and methods
and to expand end improve the network of livestook development and health
stations, To undertake pionsering or 2dditional services for the purposs
of introducing new techniguss and to oreate oconditions which will stimmlate
private concerns to provide such services. To cooperats, in the various
sectors, with privete conoerns, supporting snd encouraging them in all
WBYS,

d) Conaervation of natural resources: To develop 8 vigorous pro—
grem of national scops to enoourage the rationzl use of soil and water and
10 protect planis and animala, through education and incentives for the
adoption of conservation methods and practices. To support and sncourags
reaforestation projects which will aupply raw material for indusirial
purposss, To sstablish a national agenocy specializad in the conservation
of renewables natural rasources,

e) Fishi To intensify the study of the fishing situation along
the ¢osst, in rivers and public reservoirsj to prdpare fishing charts; to
rationalize fishing on the cosst and in the interior; to promote fish
processing by construction of cold storage facilities; to improve schools
for training fishermen; to organize a fishing fleet; to intensify the
industrislization of fish products and by-products; to reorganize in
general the technical fishing serviocesj to install fishing ressarch centers
at different points on the Bragzilian soast,

’ f) Coopsrative system:” It is necepsary to systematize and promocte
the cooperative mentality through increasing the mumber of unite which
adminipter credit resources, sspecially thoee of the Banco Nacional de Cré-
dito- Cooperativo, whose prospascts for the future are greater by virtus of
the operations planned through the Inter imerican Develorment Bank, Besides
incresapsing the number of such units, the modermization of the work system
of the Servioce of Bural Economy will be undertaken, and this Service will
be coordinated with the existing Dapartments of Assistance to Cooperatives,
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g g) Celenization, recolonization and settlement) To modernize and
revise the programming standards of INIC, to bring ite procedures into
harmony with thosa of other entities such as the Colonization Depariment,
of the Banoo do Drasil, the Commission for Settlemsnt elong Highwaysj
regional bodies suoh as SPVEA, Fronteira do Sudoeste, SUDENE, eto. To step
up internal migratory movements through providing facilities for trana-
portation,shelter, readaptation, and employment servicesy to sstablish
sorsening cantarsy to undertake colonigation and recolonization of areas
near large population centers and near highway networks.

h) Development of Wheat Produotion on Tconomlc Bases: To expand
wheat production in appropriate aremsjto promote progressive rasearch and
sxparimentatiof, sseking the development of sarly or lats maturing tut
highly productive and disease resistant varietissj to¢ improve certified saed
sarvices; to study the applioation of fertilizer to corrsct and incrsass
soll fertility; to stimulate wheat production by supperting it through
eredlt facllities and supplying machines and fertilisers; to eupport and
axpand 8 network of wheat cooperatives,

1) Tormstrys To take the fipal aieps necessary for approval of
the Forestry Codej to develop the Nationd Sohool of Forestryj to maintain
parks, foresia and national reserves; to develop intensively the work of
forest inventoriss in areas of major economic importance, such as the pinse,
percba and mahogany areasj to increass the reforsstation services through-
out the country; to intensify forestry work in the Fortheast and ecologioal
Farestry research in different areas.

j) Rubber Productions To intensify rubber production in the
arsas of the Amagon Basin, Bahia and 38c Paulo, following the basis plan
approved by the Study Group for Inoreasing Rubber Productionjy to create and
maltiply highly productive elonss; to contimie the ssarch for netive
varieties of rubber itrees and the satablishment of medel plantations; ta
stimulate treining of rubber tappera in the most efficient technigques.

k) Agricultural meschanization, irrigation and sals of agriouliural
squipmenti To equip Brazilian agriculture with tractors, implements,
spare parts and other materials or goods essential to production by putting
them within the reach of farmers.

Without retarding the development of the new tractor industry of
the country, 1t is urgenily nsoessary to provide Brazilian agrioulture with
sssantial machinery to premptly increass productivity.

Thought is being given to vigerous importation of propsrly squippsd
tracked or whesled farm vehleles in order to alleviate the known shortages
of machinery fer agrioultural development.

At the same time, it is indispsmeable to aot to recuperate the
snormous proporfiion of tractors not in opsration because of lack of spars
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parts, Intensive planning and implementation of an irrigation program will
be a function of the Ministry of Agriculturs, Through its research and
dsvelopment organs or through agreements, partioularly with SUDENH, the
Miniatry of Agrioulture will try to make the use of water for irrigation
mora widespread and conetant. Both large and small storage dams will
deserve spscial attention, with a view to better utilization of their waters,
+his providing farmers & new and valuable means to increase their product-
ivity.

The activetion of the operations of thd Permanent Gommission for
the Resale of Agrioultural Material is also & go2l to be achieved, The
Government will offer to farmers, for demonstrative or supblemental
purposes, goods such as tools, agricultural implements, wire, fertilizers,
and machines for irrigation and mechanization.

1) Eduestions The Government considers it important to provide
higher professional status to spsoialists who dedicatie themselves zealously
o work in the various mectors of agriculturs,

Through measurea giving ingentivea to all those who prove capable
of doing their joba in this important sector of the national economy, we
will be affording the indippensable recognition of merit amd falr
compeneation for work, In this senss, the college curriocula will be
revised at all levsis, and collsges resguippsd in line with progress
achisved in the agricultural sciences,

D. Reorganization of the Agrarian Structure

Baving set Torth the broad outlines the aspects which most olearly
gemonstrate the grave froblems of the najional agricultural sconomy, the
Government conaiders it unfeasibls io undertake meapures indicated unless
the conditions which bar its development ere modified, The Government almo

telievas that ell the measures %o be teken by the Ministry of Agriculture
sseking an inerease in productivity and improvement of the lirving cenditiona
of the rural people, would be seriously affected 1T the negative faoctors
that characterize the present agrerian structfure remain, unchenged.

The Govermment recognizes, therefors, the inmediate need Tfor
meamures which, by correcting the defects of the country's present agrarian
structure would create favorable conditicons for sccess to land and for its
rational exploitation, would regulate rural working conditions and promote-
the orderly settlement of pionser arsas or those close to large consuming
centers. These should be the objsctives of & broad agrarian reform. To
formulate this reshaping of the agrarian structurs, the Goverrment considers
it nacesgary to make mystematio and objective use of the information contain-
ed in the studies alresdy made inoluding those of the Nationel Congrees, in
order to draft & bill which mets forth the procedures for the modifioation
of the present agrarian siructure, considering the following principles,
whiok are offsred for the consideration of the Parliament:
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a) Concept = The agrarian reform should never be considered as a
aimple redistribution of land; in scme cases, the most simple and efficient
means of access to land would be the oocupation of public lands and the
opening of colonization fronts 1n new arsar, In other cases, the objsctives
of facilitating access to land can bs achieved by fiscal rsforms destined
to punish unproductive landholdings, The agrarian reform should be
canceived &8 a broad process, envisaging the revision of the complex of
legal and sconomic rslations between those who work and thoses who own rural
property, by establishing new conditions for ownsrship and use of land. It
is modifioation of the rural soeiml structure, maldng it possible for a
greater numhsr of people to own land for rational and economic exploitation.
It is relsing the technological level of agriculturs and of credit
facilities. This whole program should be fundamentally orientsd toward
further improving the productivity levels already reached by the
agriculture units, indepsndently of their sime, and its finel objeotive
should be the betterment of the sooial, economic and cultural conditions
of rural life,

b) Conditione for Re-dletritution of Lands = Land re-distribution —
(when thim in the most efficlent method of agrarien reform) - should be
controlled by law, in general terms,buf the necessary flexibility of rules
and regulations for its adsptation to the economic, ecolegiesl and mocial
characterist must be pressrved in order to permit adaptation to the
various regions,

Ooneideration must be given to the customs, ways of exploitation
and types of production in each regiony under utilization of landj levels
of production on the large eatates, and excessive subdivision of lend into
uneconomic unite, The objective of land re-dkstribution is to establish
the optimum {ype of holding corresponding to the production needs of
sach reglon and the work capacity of the farmer and his family, Obviouwaly,
the sige of these units will wary from region to region according to the
population denslty, means of transportation, type of sotivity engaged in
by the farmer, and the suitability of the soil to intensive farming or to
Iivestock raising,

¢} Steps for Agrarian Reforms — The agrarian Feform will envolve
legislative, administrative and finaneisl proceduresi

I — Judieial Procedurss —

Legal agrarian reform inetructions shall be undersiood as a
complex of judifial rules relative fo the following basic pointe:

1} lend expropriation in acoordance with social interest
already regulated in Art. 141, Paragraph 16 of our Constitution,

2) Orientation of the fisoel system in accordance with the
objectives of agrarian reform.
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1) Regulation of the landlord=-tenant relationship to assure the
renewal of lease contraots, establishment of longer term
leases and a reagonable basis for land rental.

4) Legaliping titles on land ococoupied by small hemesteaders;
5) Making contracts for rural workers;
6) Granting of govermment-owned landsj

7) Appropriation by the Federal Governmmnt, of abandened lands
(4rt. 569 of the Civil Code).

The ahove provisions, whether or not consolidated into ons Agrarian
Raform Lew, should be planned as & funoiion of & netional policy development
and expanaion of the different sectors of production.

In the code of sgrarian reform regulations, those which regulate
the constitutional precepts of expropriation for sosial intersst are of
maximum importance, Freliminary orientation shall be eatablished for the
following fundamental steps:

1) Definition of the concept of a just indemnification of ocases
of expropriation in the soclal interest, as distinet from thees applying
in oazses of public interest or publie necessity.

2) Definition of expropriation in osses of sooial interest.

Following the tendency of the studies now baing discussed in the
Natienal Gongress, as well ea those of the teohnicians in the Study Group
on land legislation, last April, the Government program proposses that the
following basic oriteria he adopied in conmection with the two items oited
abovet

2) Juat indemnificationt & system of obligatory evaluation would
‘be instituted by the National Institute of Agrarian Reform., In this case,
just indemnification would take into oonsideration the value atiributed to
the land in the last land tax eppraisal, apd improvemants added, sxcluding
the appraciation of land valus directly attributed to public works.

b) Ooncerning expropriation in the soeciel interest: landa which
are Tound to be in the following conditions would be subject to expropria—
tion in the soocial inierest:

I - Lendd which offer conditions for permenent expleitetion tut
which are nevertheless uncultivated;

11 - Lenda used in a predatory manner or those on which public
irrigation rescurces are being obviously westady
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IIT - Lands whose value has appreciated as a consequence of largs
public works apd those which - being "latifundioa™ henelfitbing
almost exelusively from such works - are suitable for econemicelly
viable colonization projects,

IV - Lands near urban centexs = the cultivation of which is
necessary to supply them.

Conoerning Tural workers, the Government believes it highly
important to establish a system which provides to rural people tha indise-
pensable protection of modarn gooial legislation, adapted to the peculiar-
itieg of the situation, and which contrilutes towards the dignity of the
rural worker, s a matter of fact, the Shamber of Deputies hag already
pagsad a bill on this subject and ssnt it to the Senate,

Bqually importent is the need for effective means of organizing
rural 1ifs, The instruments by which the man in the field will develcp 8
spirit of mutual collaboration are the cocperative and essociative movements,
which will be stimulated. The Government will give all its support to
actirities connected with the organization and dsvelopment of the rural
sommunity. To this end, it will orient the activitiss of the Rural Social
Service (Hervigo Social Pural) through well planned and implemented projects
and programs.

IT - Administrative and Financial Measures —

The administrative and finencial measures ghould be part of a brosd
syatem which brings together agencies and services of social, technical and
financisl gsistance and which ensures coordinated operations in the regions
or areas bensfitted by agrarian reform. To 2o this, there must bs artioula—
tion - in cooperation with the states and ths oounties — of the National
Institute of Imigration and Colonization, the Rural Social Service, the

ABCAR system, the National Bank of Cooperative Oredit, the Agricultural
Toonomios Service, the Oolonization Section snd the Agricultural &nd
Industrial Crsdit Department of the Bank of Brazil and other agricultural
development or rural agsistance aservices, Without prejudice to their
sdministrative autonomy, such services must make the changes which are
indispensable to balanced functioning of the symstem, sach adapting iteelf
to programs, previously prepared under the dirsction of & apsolal agency
yet 3o be established., Thim entity = which will promote the nation's
agrarian reform and which must be lirked to the Ministry of Agriculturs —
would have special Tesponsibility for orientation, planning, studies,
training of speoialized technicians end supervision of thd project operations
widely decentralized,

45 & major instrument for achieving the cbjectives of the proposed
reform, colonization should be an integral part of the uvnified and oo-
ordinsted planming for re—organization of the agrarian siructure.
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In formulating end earrying out sgrarlan reform broad use must be
made of fisoal and oredit inatruments end the rsform muat = supported by &a
National Agrarism Fund large snough to assure the continmity and the success
of the proposed Program,

Tnetitutional Reform and Reegquipment of Services

To sotivity, although based on adequate planning deriving from
agricultural policy will heve the desired sffectiveness in its exsoution
unless basic imetituiional reforms ere made in the principal egencies and
serviges responsible for sseistance Yo the rural population.

111 evidenoe shows that, while the government plan ie being
evolved, it will be necessary to give real organic efficliency and precise
funotional dynamism (plo} to the Ministry of Agrioulturs, It is urgent to
give & new form %o the structurs of the Ministry, moderniping it through
the rTesguipment of the services and departments, giving it the capabllity
of resching farther inta the interior, strengthening 1% in 1ts basic tasks
of sduocetion, research, e:q:erimeutation,damunatra‘aion snd rursl extension.

T+ will not suffice merely to provids the Ministry of Agriculture
with finenaial rescurces through the regular tudget. It is urgent to give
it an aceesaible and fiéxible source of fipaneing, witbout whioh the
suocess being sought will hot be possibls,

At the seme time, it is nscessery %o coneider & bill to provide
resources to the Ministry through & rotating Development Fund, This type
of reserve will provide the promotionel impact and unleash the dynemic and
necsgsary proosas of Ministry of Agriculture operations through aobions
iphersnt in its cbjsotives, such ms those of getting shandards end planping
programs, coordination and supervision, technical assistance, and. economic
and financial operations.

The complexity of the structure of Tursl Brazil, characterized
by widely varying levels of technology in the same geographioal areas,
prasses on the Minlairy of Apriculture with &n enormous welght, and it is
not equipped to move out to orient, remedy, or recuperate.

It 1s imperative that, through the immediate rationslization of
its variocus services, the Vinistry of Asrioulfure Te oriented by naw
prirciples and methods which implies =2 fundemental cbange in attitudes, thus
permitting the Ministry to play the important role reserved to it in the
national sconémys

The prime objective of this veform is to sssure to producers the
techniocal agsiatance that they need, The Reform will enbody the following
megguresy
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a) Depentralization of rural services through agreements with the
atates, ocounties, autonomous agencies, Teglonal services, spesoialized
crganizations; etc.)

b) Closer and mors effective relationships smong repearch, educationy
extension, credit and marksting systemsj

c) The adoption of rational and permanent standards of long and
ghort term programmingj

@) The achievement of greatsr flexibility in personnel menagament
and utilization of finanoial resources.

The Government considsra indispsnsable the execution cf this reform
in ordsr to carry out the agriculturnl policy that has been outlined. It
therefors holds to its purpose of submitting for the comsideration of the
National Parliament & bill that envieages the institutionalization of the
propoded measures,

Training of technical personnel at voeational, medium and
superior levels,

Specisl efforts will be made to inteneify the training of
technicians at several lsvels and in various professions which are essential
for tha sxecution of the govdrmment's sgriculimral poliey.

To reach thess objsotives the following measures will be talkem:

a) fuller use of the present surplus enrollment capaocity of the
sgricultural sollegss in ordsr to increase from 579 te 1700 the mmber of
agronomists, veterinarians, social workers and home economiets, nov being
graduated annually.

The present: deficit of sgronomists and veterinarians, alone is
more thean 3.000 end 1,400 respsctivsly.

b) te stimulate interest in these professiens, through the
eptabliehment of 2 scholarehip fund and a campaign to publicize the pos-—
sibilities in thsse fields,

¢) re-squipment of sohools at several levels: To increase the
nunber of vocationzl, medium and supsrior home economics schoolsj mtrengthen
training centers and post graduate courses; vevimion of currioula and teach-
ing methodology.

5. Finanelal resources necessary to carry out the agrigultural policy

Due to the importance that the exscution of the agricultural
policy asgumes in the development of the country the Government intends teo

I
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. mobilize a large amount of Pinancial resources in order to sssure afficiency

and contimuity of the program, For thls purpose it will uae the most
convenient ways of financing, making more effective use of the resources of
the federal budget, of cooperative agreements with states and counties, and
of international scurces,

s R Rt

6. International Technical Assistance

The rather ambitious agriculfural policy that the Oovernment intends
4o undertake must be able to count on 4he valuable iechnical asslstance frem
specialized inmternational agencies snd foreign oouniries that are in a
position to give us the benefit of experience that they have alrasady achiesv=
ed in rural activities, espscially with regard to taohnological and social
progress, Neasures for coordination will be taken in order to expand the
technical assistance to the different departmenta in the Ministry of
Agrioulture, including oooperation in planning and carrying out their pro—
grams and activities. The Government will seek tschnical aid froms the
Organization of American States (CAS) apd its egencies; tha Inter American
Institute of Agrioultursl Beiences (IIAC}; the United Nations (un) and its
agencies, mainly Food and Agrioultural Organization (F40) and CEPAL; and
from the International Cooperation Administration (IGA) and Foundations and
Universities for bi-latsral agreements, and oooperative programe.

7. Agtivities for an Emergenoy Program,

Tp mddition to the long range measures previcusly amnounced — such
as the fundamentals of the agrarian policy to be appiied in the oountry -
and sspecially taking into account the need for & more immediste attention
4o eertain mectors of the rural sconomy, it is imperative to undertake an
"Emsrgency Frogram' which coupreheands, particularly, some of the following
asetorsn Froductlon of basic foods 40 supply consuming osntersj fulfille=
ment of the firet stage of the five yasar warehouse construction program}

and implemesntation ¢f the rural oredit policy throggh immediate adoptlon
of measures that have already besn studied.
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CHAPTER VII = BASIC INDUSTRIES

1, Growth Rate end Subetitution of Imports

In resl terms, Braziliasn Industrisl production grew in the
last five yeare at the rate of 10% per year. It is the Intention
of the Government to maintein this rate of industrialization, cre-
ating conditions that will insure its continued growth asutommtioc-
ally after 1965,

The first guide line for the industriaslization proceas
should continue te be, ae hes been the case heretofore, the aube-
atitution of imports. The rate of growth which is being sought
for the Brazilisn sconomy in the coming years will cause profound
chatiges in demand which cammot be met by imports even if, as ia
being attempted, our capacity to import is increessed by e pubstan-
tial growih of exports. Change in theeconomic structure, in the
aense of increasing the degree of industrialization, is a funde=
mental condition for accelerating our development.

With the substitution of imports, it will also be our task

* 4o increase production of industriel goods for export. Bragilian

industry has reached a level of maturity which permits several of
ita sectors to enter the foreign market.

48 heretofore, the industriml developmenti of Brazil ought,
fundamentally, to be carried out by private initiatives The Htate's
role will be that of a supplementery inveator in those sedtors in
which the participation of the private sector might be insufficient
or inadviseble, and it will elso orient inveatment by a proper com=
bination of tax, commercisl end credit incentives.

2. Goals for the Various Sectors

Bagic industries will be the object of special attention
by the Government which will take stepa necessary o insure the
accomplishment of a minimum program of goels as follows:

2,1 Iron and Stesl Industry — Production of iren and steel
in 1960 exceedsd 2,200,000 tons of
ingots., With the entry inte operations of new plants such as
USIMINAS, COSIPA, Ferro e Ago de Vitéria, the Sidermirgica Rio Gran-
dense, and COSINOR, and expsnsion of the Companhia Siderdrgice Na-
cional and other plents already in exietencs, anrual production
capacity for ingots should reach 4 million tons in 1965. The Gm]
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ernment will create the jncentives necessary for the full achieve-
ment of these programs within the time limite set and will also
ipsure the continuation of plans for expansion for the following
five year period. Thus annusl production capacity of our iron and
steel industry should reach 6 million tons of ingots in 1970.

In particular, the production of special end high quality
ateels phould be programmed to reach 400 thousend tone in 1965,
with en expanslon to 800 thousand tons foreseen for 1970.

2,2 Aluminum - I) Consumption - The use of aluminum in Bra-
' zil hes been greatly in-

creased. The following table ahows tha development of consumption

of aluminum over recent years (imports plus national pro&uction):

Year Congumpkion (tons)

1945 5,120
1950 11,177
1951 20,319
1952 12,707
1953 14,986
1054 21,240
1955 10,964
1956 23,685
1957 27,521
1958 28,484
1359 29,633
1960 35,700

Studies made by the National Economic Development Bank on
the characteristics of consumption reveal a growth rate on the order
of 11.5% per yeara Correcting excesaive fluctuatione in the geries,
a cumalative growth rate of 1%.2% appeara evident.

Based uwpon data for 1960, the following projection of con-
gumption can be foreseen:

Probable Consumption (tons)
Year Growth at 11.5% p.a. Growth at 13.2%p.8.
1960 . 35,700 35,700
1961 39,806 40,412
1962 44,384 45,746
196% 49,488 51,784

1964 55,179 58,619
1965 61,525 66,357
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I1I) The National Aluminum Industry - National production of
aluminum comes from
two plants, with a nominal capacity, to be attained in 1963, of
36,500 tone:

a) Aluminio Minas Gerais 8.A. - With an anmual cepecity for
producing 7,050 tons, it is at present being expanded. The firm
eatimates that the final expansion project will be completed in
1963, With completion of this project, the plant's capacity will
rise to 16,500 tons per year.

b) Cim. PBresileira de Aluminlo = This firm's progrem, as
presently conceived, sets completion in three atages: the first, to
10,000 tone per year, is already completed and in production; the
second, now in progress, will incremae the oapacity of the company
to 20,000 tons per year, completion being foreseen for next year;
the third stage will raise empaucity to 50,000 tons per year. All
stages of this progrem ere based on the firm's own production of
elactric power and utilization from three power astations of the
electric power potential of the Juguid River in the Municipality of
Sorocaba.

III} Remainder of the Market and Hecommendations = It must be
admi tted
that in 1965 national needs for aluminum will exceed 60,000 tons in
terma of ingots. Assured natiocnal supply ss of 1963 will be 36,500
tons. The deficit to be pupplied with imports will amount to 23,500
tons, corresponding to a cost of US§l.5 million at average prices
CIF in effect in 1960 if further expanasion ie not carried out or new
programs started.

The large reserves of beuxite at Pogos de Caldas, which are
of excellent quality, and well loceted in relation to the principal
hydroelectric facilities of the country as well as to the consuming
market, make advisable the adoption of a policy leading to selZ-
pufficieney in aluminum. Given these excepiionally favorable con-
ditiona, in addition to freelng foreign exchange by substituting
imports, development of production for export in competitive con-
ditiona in the foreign market cen be foreseen.

2.3 Cement = The cement industry in Brazil hss reached ma-

_ turity, with production in 1960 having amounted
to approximately 4,500,000 tons. The Government will insure,through
indirect incentives, the continued expansion of this industry in
order that by 1965 its production can reach T million tons. J
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2.4 Automobile Industry - No Bragilien induetry has grown !

88 much in recent years as the
manufacture of mutomcbiles. In 1957 we had soarcely begun the
production of trucks and jeeps. In 1960 we produced some 130,000
vehicles with a high percentage of nationalization. This expan—
sion atteats to the effectiveness of indirect Government action
carried out through a proper combination of incentivea to private
inltlatives

The automobile industry hes now reachsd the stage at which
private initiative can contimue to develop its It can be foreseen
that national production of vehicles will double in the next five
years., It will be the respongibility of the Government to en—
courage this growth by increasing facilities for financing salea
through stimlating (a) the application of private capital in me-
dium term credit operations, and (b) supplementing private capital
with resources from official credit Inetitutions in the cmse of
financing for exports,.

2.5 Naval Construction = As has been the cage with the

automobile industry, the naval
congtruction industry has grown in Brazil through the combination
of private initiative with Government ingcentives.s In 1965 anmual
production capacity should reach 150,000 tons demdweight. Never-
theleas, in order to attain this goal, the Government wust give
apeclal attention toc this industry, by assuring continued orders
to absorb idle capacity and increasing financiel assistance by
strengthening the Merchant Marine Fund,

2.6 Capital Goods Industry - Qur capital goods induetries,

the machinery industry, heavy

electrical equipment, railrosd equipment and others hawe been de-

veloping in recent years thanks almost exclusively to the effort
of private initiative,

The Government seeks to glve to these industries an impiilee
comparable to that soquired by the mutomobile industry in the last
five years. To accomplish this incentives necessary for accelera-
ting the developmsnt of the capitel goods -industry will be put in-
to operaticn. 1In particular the Government will give atiention to
the problem of financing sales by expanding the area of operatiom
of credit and financing companies 80 that they can meet the nesds
of this industry, :
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247 Fertilizer Industry - The fertiligzer industry compre-

. hends production of the three
fellowing fundamental types:

a) Phoaphated Fertilizers - National production of phoapha-
ted fertilizera has grown substantially in recent years due prin-
cipally to the beginning of production of the Plant thet is ex-
pPloiting depoaits of phopphorite in the Northeast., In 1958 Bra=
zilian production of 20g wam 55,100 tons and in 1960 it rose to
90,700 tons, Apperent consumption of this type of fertiliser for
these years in terms of Pp{s5 was, in 1958, 130,000 tons and in
1960, 128,000 tons. There Was, therefore, a small reduction which
can be stiributed to exchange fluctustiions. The above data indie-
ate that imports etill conatitute about 30% of national consump—
tion,

Known Brazilian reserves of phosphated minerals are quite

large and in a condition which permite satisfactory expleitation
by private initiative,

The forecast of consumption of phosphated fertilizers ine
dicates for 1965 the totaml of 230,000 to 260,000 tonss, Thus,
bazed on the production for 1960 given above, expansion by 140,000
tons of Po0g5 is needed to attain self-sufficiency in this sector,

b) Nitrogenated Pertilizers — Two companieg only, both mixed
economy companies (Petrobrds and Cim., Sidemirgice Nacional) are
responsible for national production of nitrogenated fertilizers.
Produotion in terms of nitrogen rose from 2,642 tong in 1958 to
13,586 tons in 1960, Apparent consumption of this type of ferti-
lizer in 1958 waes 43,900 tons of nitrogen and 65,000 tons in 1960,
amounting therefore to an increase of 51%. Simply to supply exist-
ing demand production capaecity must be increased by about 3T0%,
For this purpose the country hes two main possaibilities: utiliza-
tion of residual gases from petroleum refineries and the recovery
of ammonia by steel mills, The program of refinery construétion
now in progress by Petrobrde ms well as the instalation of two
more steel mille in the country indicate the poesidbility of in-
creasing production of nitrogenated fertilizers. These sources
*of supply are receiving heavy assistance from the Government
through 1ts own companies mnd financial agenoies. This policy
will be maintained end accelerated as needs require,
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o) Potaseic Pertilizérs = At present there is mo production

in the country of these fertiligera. All demand is being met by
imports, totals for which in the last three years were:

1958 68,891 tons
1959 58,740 "
1960 108,623 "

There ere certain plans of private groups for utilizing
waters of salt beds in the Northeast for extraocting potassium.
Ap yet, thepe plans are not complete.

d) Progrem of the Government ~ In developing the sector of
fertilizer production it is necessary to consider the apparent con-
flict between the interests of the farmer andé those of the ferti-
lizer industry. The incentive of high prices for ths producer cen-
not be given et the expense of the farmer, A4 poliecy of granting
tax exemptions and reduction of freight charges for fertilizers
has been cansidered, with the purpose of benefiting the farmer.
This would involve two consequences: an increasse in the losmes of
transportation companies and an obstacle to construetion of addi-
tional capacity for producing fertilisers. If there were no con-
ditione in the country for this type of production, such a policy
could be admitted. Iherefore, a solution must be sought which
takes into conaideration both intereste concerned.

In view of the conditions outlined sbove, the Government's
progrem is to provide scope for private anterprise so as to make
possible & marked inorease of production of fertillzera of the
three basic types. Conditions for this include:

a) Financiel assistance by the National Eccnomic Development
Bank to specifio projects intended to increese national production
gufficiently to supply the internal market;

b) Granting of tax conceseiona for the import of equipment
necessary for the production of fertilizers, provided there iB no
nationel similar;

¢) Ending of tax subsidies for imports of fertilizers, with
Government ‘aepistance to agriculture being mede directly %o the
farmer instesd of creating an industrial structure based on tax
favors. This more wholesome policy will sllow %o producers of
fertilizera the returns which the market determines without the
need for subeldies which have hitherto been precariocusly devised
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[ in order to prevent the shut=-down of existi lants. Th
will be given facilities for purchasing fertll zalzl- %y a s;aigﬁmgg ‘
Tinancing and minimum pricea.

2.8 Rubber — I) Consumption - Consumption of rubber has
grown so fast in recent yeara
that confirmed consumption in 1939 (3,092 tons) represents less
than 5% of present consumption.

In asccordance with studies made by the Executive Commission
for the Defense of Rubber, the so-called heavy industry — in which
menufacture of tires and other articles used in automotive Wehiclea
predominates - absorbs at present on the average 87% of the rubber
consumed in the country. Given the nature of consumption, the
adequate supply of raw material assumes gpecial importange, par-
ticularly in view of the present stage of the Braziliap automo-
bile industrye

The following table repwoduces the forecast of the above men-
tioned Commission for the Defense of Hubber on probable demand for
this product in the five year period 1961-1965:

Estimated Consumption (tons)
Year Natural Synthetia Total

1960 46,000 16,000 62,000
1961 25,600 69,500
1962 28,600 77,000
1963 43,800 83,500
1964 54,700 92,000
1365 65,000 99,000

II} The Supply of Rubber - The forecmat of consumption pre—

pented wbove reveals the progres-

aive substitution of the natural for the eynthetic product. This
is explained by:

a) The difficultles of ineressing production internally of
wild rubber, the volume of which tends to stabilize itself at
around 20,000 tons (dry basis).

'h) The Telatively incipient stage of rubber tree culfure com—
bined with the slow maturing of the plantations likewise does not
offer posaibilities of & rapid increase of production, The Commis—

sion admits that the maximum supply in 1965 of rubber from planta-
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l ‘hiona_already begun in the Amagzon area and on the coamta of Bahilae
and 8ao Pauloc States will not exceed 5,800 tone, alsoc on a dry
basis. In 1970, if the present rate of planting is maintained,
production would be slightly in excess of 13,000 tons.

;3
At the present time there exiat two plane for manufemoture of
gynthetic rubber in the country which can be carried out in the
five year period 1961-1965. These are:

a) The project of Petrobrde to use waste gases from the Duque
de Caxias refinery. This rubber will be of 8BE-R type, suitable for
pubstitution of the natural product for light uses; including tires
for sutomobiles and other light vehicles. Ultimate production ca-
pacity for which the unit is planned will be 40,000 tons annmuelly.

By 1965 i1t is hoped production will be 51,500 tons.

b) Companhia Pernambucena de Borracha Sintetlca - COPERBO.

The project calls for construction of a synthetic rubber
plant of the polybutadiene type, specially recommended as a sub=
stitute for natural rubber in the heavy tire industry. Basic raw
wmaterisl will be aloohol and final production capacity is planned
to be of 27,000 tons/year, The estimated effective production for
1965 is 22,000 tons which will be achieved if the conatruction pro-
grems are carried owt as planned. The plant will be built in the
mnieipality of Cabo, State of Pernambuco.

On comparing estimates for consumption and productlon of
natural and synthetic rubbker in 1965 we reach the following re-
sults:

a - Consumption sissscascscienasssessovsnaanannss sease 99,000 tons
b - National Productiom
1 - Natural (planted and wild sssessseasecssasasss 25,800
2 - Synthetic (JPR and Polybutediene) ....esse.-ss 53,000
T 6§58 L ersnnnncavessesese Ty 300
¢ = Imports {8=D) sevesssrrcsnscsccsnsnasersnasasnsene 19,700

III} - Recommendations - The recommended poliocy for the 1961-
1965 period should ineludes:

L

a) Priority treatment to the COFERBO project;

_
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r B) Specinl incentivea to the cultivation of rubber trees,
such as full technical assistance to planters through specialized
agencies of the Minlstry of Agriculture and finenciasl assistance
;hrzugh the CREAI on terms adeguate for the rubber plantation in-

uetry.

2,9 Paper and Cellulose Industry — Domestic paper produc-
tion during the past

few years hes reached a considersbhls volume end our self-suffici-
ency 1s practicelly assured in all types of peper exnept newsprint
and printing peper. For these two-types, however, imports are
8till considerable and account for a large burden on our balance
of payments. The deficit ia particularly mcute in regard to news-
print which 1s consumed at an average of 215 thousand tons per
year and only approximately 1/3 of the consumption is supplied by
the domestic indusiry. It is the government's intention to expand,
mainly through credit incentives granted to private enterprise, the
national production of newsprint and printing paper, so as to elim-
inate one more pressure factor on our balance of paymenta. It is
not necessarily intended to reach complete self-sufficiency - which
in the emse of newsprint would require a yearly production of 350,000
tons in 1965, but at least increase substantimlly the participation
of the domestic industry in the total consumption so as to reach 2/3
of consumption by 1965.

Considering the unresponsive reaction of private enterprise
to the fecillties which were alresdy offered by the Jovernmant,
the establishing of a goal for 1965 phould be made on?cenaarvative
besis, Thus we belleve that one might incentivate the inatallation
of one more plant to begin production before 1965.

The geel te be reachad would then be as followmi

Production in 1960 .eessssarnssscinssaccsssss 66,000
Expansion under Way seecesnssonsenanvas
Few plant with dally capaoity of 200 tons ... 60,000

Go&alsineessssa200,000

Should the private sector not take the initiative of inatal-
ling such s plant within the next 12 months, it is the fovernment's
intention to delegate powers %o the BNDE to carry out an exception-
al action in this field.

In accordance with the spparent consumption estimates for
1965, after the attainment of the established goal it will s+ill
_be neceesary to import approximately 145,000 tons. f
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2,10 Alcali - The domestic supply of alcali needed DY
: Bragilisn industry is being solved by the
combined efforts of private and Government initiative. Government
action has been practically limited to the preduction of soda-ash
gt the Pdbrica Nacional de Alcalis, which will also have an in-
atalled capaciiy to produce approximately 20,000 tons cauatic soda
per year. Concerning caustic soda, this product ig mogtly manu-
factured by private enterprises and generally for the consumption
of the producers themselves.

The present position of the production and consuming market
may be expressed by the following approximate values:

Product Production Cepacity Consumption Import,

Soda-ash .eeeeass 100,000 t/year 90,000 -
Cauatic Soda sese 107,000 " 183,000 76,000

In regard to the poseibilities of developing the caustic
soda industry, the available figures lead us to belleve that the
deficit will continue for some time, since it may be assumed that
although domeatic production may increase to 180,000 tona in the
next four years, consumption will have reached 240,000 tons even
if we consider sn increase rate for consumption of only T# per
year,

The steps which the Government intends to take in this field —
are limited to assuring conditions for the expansion of private
industries for production of Caustic Soda and to strengthening the
Companhia Nacional de Alcalis by solving within a ghort time finan-
eial and technical problems which that company is facing; these
steps are already being taken by the Ministry of Industry and Com=
merce,

3. Industrial Export Policy

With the development of the Iatin-Americen free trade asso-
ciations emd their poseible transformation into an expanded com-
mon merket, the pessibilities of export of our induatrial producta
have incremsed consideraebly, It will be the Government®s respon-
sillity to stimulate these exports Bo ms, on one hand, to increase
the nulber of exportable items and, on the other hand, to increase
the value of the exported product by incorporating domestic labor
and components, Brazil already has a certain tradition in the ex-
portation of congumer goods such as taxtlles, pharmaceuticals and
eleotric materials, sales of which must be encouraged. It is alse
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our responsibility to promote the mele of capital goods thereby
making full use of the unused capaeity already exlsting in aome
of our irdustrisl fields such es machines, railroad materials,
tools, electric eguipment, automotive vehicles (jeepa, trucks and
buses) for which the markets of Latin America will expand with
the expected incresse of their rate of development.

Among steps necessary for encouraging such exports we may
cite the following:

a) An appesl from the Federal Government to the State Gov-
ernments for the reduction or elimination of the sales tax on
industrial products intended for exportation, similar to what al-
ready takes place in industrialized countries which are tradi-
tional exporters and which grant full tax exemptions on exported
products.

b} Through official credit mgencies to aid the financing
of esles of such industrial products which would not attract the
preference of foreign buyers without the concession of rayment
termsj this applies specifically to the machine and tool indus-—
tries, heavy automotive vehicles, and railrcad materials.

¢) To render the Customs requirements on "draw-back" more
flexible and make them rapidly and efficiently applicable ao as
0 facilitete the temporary duty free importation of raw materilals,
parts and components intended for transformation in Bragil and la~
ter exportaticn.

d) Assisting private enterprise in the revision of their
licensing contracts with forelgn mamfacturers, patent, or trade
neme holders, in order to eliminate any restrictions to the ex-
portation of products manufactured in Brazil, especially in re~
gerd tc exportations to the Latin American Free Trade Area.

4, Coffee Policy

Qur most important objective ie the expansion of the coffee
trade through incressing exports and opening new econsuming markets.
The fhinistries of Agriculture, Pinance,and Trade and Industry, in
a.joint effort together with the cooperation of Coffee Associations,
will start regaining the Brazilian coffee position in the world
market. The stabilization of coffee policy through as high a level
of exports ae poesible has been q;ided by the premise that Brazil's

1ly

ability to progress economica

epends on the volume and value
L
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of ite exports, on expanding and increasing receipts from them
and on the relation between ite exports and the manufactured goods
and services mcguired from the world market. Coffes policy is
mainly simed at two fundamental objectivess to limit, in' the short
and medium run, the variations in prite snd quantities available
on the world market and to cheek, in the long run, the apparent

deterioration in the relation between coffee prices end prices of
inported goods,

The 1961/62 coffee marketing policy has been established
through Brazilian Coffee Institute resclutions No, 172, 188 and
190 including SUMOC's instructions No. 205 and 206,

The following principles heve guided the formulation of cof-
fee poliey:

a) The Government's willingnese to conslder the dietressed
gituation of coffee growers.

b) The gradual and conetant loss of the producer's purchas-
ing power.

c) The congueat of new markets as & natural result of ration-
al production snd improving coffee quelity.

d) More sggressive marketing, since of 36 million bags of
exporble coffee, only 19 million bags have been offered for export.

@) The gaining of one more step toward exchange liberation
through incressing receipts from aale of fine guality coffees.

£) To give attention to production and marketing peculiari-
ties in each producing region, and putting coffee growers and the
coffee trade on the same level.

g) Setting a 1imit on stocks in porte.

h) Short and long term sorrection of present defects bearing
in mind the increase of productivity end quality improvement.

i) Support prices and sbundant credit as a means of price
atabilization.

j) To simplify the classification nomenclature and give ob-
jective characteristics to different coffee types.

Rl e
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The Government should be praised for establishing support
prices for exportable ocoffees to be purchased ptarting March lst,
1962, at G$ 420,00 to Of 1,177.20 per 10 kilos, to be readjusted

in accordance with the average intermational quotations occuring
during the firat quarter of 1962,
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VIII Regional Davelopment

The disparity in income levels among the varioue regions of
tha country, notably between the Northeast and the Oenter=South, & dis—
perity which the esonomic development hes been increasing, rather than
reducing, ip & grave problem to face,

The Government is geriocusly precccupied with the problem of
regional disequilibrium and will do everything to achieve ite sclution,

With this in mind, the Goverament is backing and will glve
unlimited support to the Plan for the Development of the Northemat and
the operation of SUDENE and other regicnal organs of development -
SPVEA, the Commission for the S8¢ Fransisco valley, the Commission for
the Tevelopment of the Southwestern Frentier, CODESUL and CODECO,

In order %o orient the sction of the Government it is indis~
pensable that, along the lines of that which SUIENE did for the North=-
eest, the other regions of the country have well-sleborated master
plans, which will put in order the pohlic investments in infrasiructura
and permit the coordination of adeguate incentives from the Public Power
to private imidiative, The Government will sssist iteohniocally the
elaboration of these regional plans and will arrange their integration
into & n&tional development pregram, to harmonize the initietives of
the Federal and state governments, with the intention of obtRining
the mazimm return from the rescurces applied in behalf of regionsl
and national development. These plans must be integrated in the glaobal
rlanning of the development of the country, which mist be =et out on
both & sectoral and regionsl basis. On %he other hand, the Government
will teke care that the resources required for the exeocution of the
ragional development plans will not be lacking.

With respect to the Northeast, the five year plan of SUDENE,
for the period 1961/1965. includes a ser:n.es of projects which may be
grouped as followss

a) the greation of an econcmic infrastruciure as prerequisite
for development;

b) transformation of the agrarian structure so as to open
new horizons for the immense majority of the population whiek lives
in the fieldsj

o) Simultaneous exeoution of & group of projects of the
secial type, with the intention of making possible & perceptible change
in the living donditione of the urban population, in a relatively short
time;
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d) Intensification of industriel investmenis, with the
intention of transforming permanently the atruciure of employment with
& general reising of productivity; and

a) ' Porration of technicsl eadrss indespensible Tor the
development of the region.

The execution of these projects will remuire invesiments in
the Tegion whioh will amount to 238,2 billions (of crugeiros) in the
next fiva years, Of this figure, 55.8 billicna are for electrical
energy, 89.4 billions for roads, 9,6 billions for heslth and education,
43.3 billions for agrioulture and colonization, 2,3 billions for fish-
eries, 3.7 billiona for warehouses, 28.5 billions for bagic urban con-
veniences, and 5.7 billions for the textile indusiry. The major part
of these investments will be covered by resources from the federal
budget.

The government will alac continue fo try to get international
resources to finance the deficit of rescurces of the Plano Dirator of
the Northeast, in the amount of 282 million dollars, For this we hope
to get loans from the Inter—American Bank, the Food for Peace Program,
and from +the funds of the Alianga pare o Progresso., In this respect
we already have promisss, in prineiple, from the financing institutions.

T4 should be emphasized ihat, even though the development of
the Northsast depends, principelly in the !.ntt;i.al period, on the amount
and the degree of effieiency achieved by public investments = which
represent the major part of the formation of capital and play & pioneer
role in the modification of the economi¢ siructure of the region - the
Government recognizes that stimletion of private injtiative constitutes
an essential part of the polioy of development. For thia ea'eason, the
administration of the incentives indispensable to mobilizg, for the
progress of the region, the dynamic force of private initiative.

Supporting equally the other organs engaged im planning and
execution of works end services of development of the Amezon, the
valley of tha S8o Francisco, the Southwestern Frontier and the Cantrel
Wast, the Govarnment pledges with Firmness, decision, and ocontinuiky
that the resources destined for each region will really reduce the
econamis and soelsl ineguality in which they find themselves with re—
letion to the rest of the country, snd that they will effectively con—
tribute to an improvement in the living conditions of the pepulations
living there,
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IV S00IAL DEVELOFMERT

CHAPTER I
EDUCATION AND CULTURE

Tduocsticn demands a very special effort for its integration in the
global objectives of National development.

The present situation is characteriged by maladjustment between the
typss of educational training offered to our youth and Brazil's nesds and
by the low enrollment in all fislds and levels of eduocation.

1. Present Situstion

1,1 Elsmentary Biuocation = The network of Bragilian elementary
sducation does mot provide schooling for 60% of school-age children, i,6., 12
million ohildrenm betwesn 7 and 14 years of age. This corditien is aggravated
by the fact that only i% of the ohildren enrclled in the let grade reach
the 4th grade, and 2/3 of these do not pape tbe two first grades, Further—
more, & third part of these enrollments are congsntrated in rural schoole
of such precarious condition that they soaroely mansge to meie the students
literate.

It is sstounding that the Nation can live and progress on guoch B
poor educational diet, The explanatien is that in the more properous ereas
of the country there sxists & regular education system of 4 gredes that
enrolls more than 90% of the school-age population, of whigh 1/4 finish
the slementary course, = ¥

With an elementary sciool system of only 4 grades (from 7 %o 11
ysara of mge) the Fation should, as its vary minimal educational respomsibility,
ensurs ths enrollment of 8,3 million children® in this age group to oouply
with the Oonstitutional mandate of compulsory educakion, Howsver, not even
this minimum 1s being oomplied with, &s only 4,9 million children of that
age group ere attending school; 3.4 million, reprasenting the absolute
educational defioit, are not in school. 4s, in reality, many children begin
$heir etudies after 7 years of age, and dve to poor sducational conditiens
repest the mame grade, mors them once, thus remeining in alementary school
up to 14 or 15 years of age, the daficit actudlly reaches 5,3 million in
ralation $o the 12 million in the 7 = 14 year age group.

Tn view of the pressure to promptly cover thia deficit and
simultaneocusly to improve our sclools? we should fafé®up to the necessity of
extending theclementary course to 6 grades in mocordance wlth the terms of the
Inter—Americen agresment of Punta del Este, and to attend to the minimum
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eduoational requirements of urben areas in the proosss of industrialization.

Flementery education, as a basic facter of development, is a condifion
of netionel survivdl, Illiterates who move o urban centers no longer attain
living conditions compatible with & minlmum of human dignity end freguently
ars upable to provide for their own subsistence, es reaent studies
demonstTata, and mccording to which adult migrants from the Northeast, who
pucoeed in the more prospercus regions of the country, are 85 1iterate,
whils the remaining 15% learn to read and write within ths two first yesrs of
their stay in the more prospercus regioms. MNers then 0% of thome who fall
and return to their homes of remain in a marginal soolal-sconomic eituation,
are illiterates.

The extension of sdmoation to all Bragilian children &nd bringing
literaoy to millions of adults who may still be guided %o smergsncy couraes
is no longer just a civic task but has become an egonemic and gooial
impsrative for the recovery of Braszillana who by remaining illiterate will
be looet to the Nation end will become merginal to soclety.

1,2 Medium Level Education =~ The inadaptability of the present
pystam of sducation to the country's development needs is more nanifest at
this 1svel of educetion then =t amy other, Of the total enrcllment in medium
level oourses, mora than 0% are concentrated in ourriculums of academic type,
that do not provide any practioal training; instead, they are o mere means
of acoess to a system of higher education whioh is incapable of absorbing
them and whioh very few may enter, since lesa then 15% of the students sver
finisgh the medium lsvel courses, 7

Thia situation could not be corrected by the expanaion of special
agricultural, industrisl and commercial achools, which at present enroll a
reduced mmber of students, as oppesed to the schools with the acedemic
curriculum, Indesd, the whole framework of medium level education should
be freed from this dusl concept of a supposedly humanistic educatlon for
the elite and & supposedly technicsl speolalized education for the oommon
people, typioal of cultural conditions of the XIXth century. Aocording to
this philosophy, eeccndsry education was intended tc provide so—oalled
generel oulture that, in our time, with the contemporary development of
knowledge, can no longer be provided et this level but only through higher
sduoation or through spacislized technical treining which today alao demands
8 longer period,of education.

Oharantsristio of our century is a general teend at the secondary
1svel to proleng the psriod of elementary sducetlog, with e view towarda the
proportional redistritution of the working populstion in the areas of
comnarcs, public affairs, and industry. It is obviocus that this modern school,
slthough extremely diveraified, does not require spsoifically profesalonal
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curritule nor on the other hand, the sc—called "general ouliura' currlculum,

An the sxisting school does not meet ‘these new conditioms, the
technioel professionsl courses contilnue to be little sought after, in spite
of the enormous investment they entail, while the majority of the students
peek ths so-called academio coursee that offer them the promise of admitiance
to the univeraitiss through ssleotion according to established intellectual
oeriteria, TFrom that selsotivs point of visw, however, the condition of
medivm level sducation may he explained in terms of the pesulis of the
ccllegs entrance examinatiomss of 60,000 candidates in 1960, only 304 passed.
Therefore it is indispensabls to recrganize cur medium=level sducatlonal
system, 8o as to render it more Brazilian and better adjusted to the
conditions of modern 1lifs,

1.3 Higher Hduostion = The situstion with respect to higher
sducation is not any vetter as a country that is becoming industrialized,
Tequiring &n ever-inorsaging numbsr of highly skilled technioisns For the
multiple tasks of a modern soeisty, we continue maintaining an obsolete
university system, of high cost and low returns, hesldes being wholly
inpuffioient in texms of pumbers of students,

The most urgent problem is to inoreass enrollment, In 1960, 14,000
young pecple competed for the 1,800 opsninge in the medieml achools, Inm
enginesring, thers wers only 2,500 opsmings for 12,000 candidatss, In 1957,
while the Unided States had 1,773 students in college cut of every 100,000
inhabitants, and Japan had 690, France 410, Argentina 383, Chile 237 and
India 212, Brazil hed only 130, Thie condition 1s aggravated by ihe
distribution of univarsity students among types of education that reveals
the purvivel of an sconomlc and sooial Framework that has long baen outlived,
According to 1959 data, of the total of only 16,000 university graduates,
21% wera from law coursea snd 29% from courses of "Faouldades ds Filosofia",
Madical schools graduated in that same year about 1,50C medlcal doctors, &
tigure which in relation to a population of nearly 70 million inhabitanis,
explains Brazil's being cond d to slok end plagusas, MNore serioms
etill ie the pioture in the enginesring field, for the total of new engineera
only 1,400 with a marked predominanae of oivil snglneering over the other
spegialized branches,

What best typifies Pragillan higher education id, on the one hand,
the great increase in the numbsr of institutions that are mot eguipped to
provide upiversity level education, and on the other hand, the tim#dity of
older schools, which are staffed with mors experienced professors and have
better teaching materiale, to snlarge their ocurses and enrollment, We have
today mcre than 400 institutions of higher education, but only 40 of them
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aceept more tham 500 students, This paradoxical aituation is exemplified by
the fhot that the inorease of mmrollment in medical courses is taking place
almost exolusively through the establishment of new schools since the older
schools bhave frozen, when they have not progressively reduced, the number of
openings filled by examination to & fourth of what they used to offer twenty
years ago.

Another daficlenoy of the Bragzilian higher education system is the
uniformity apd rigldity of the currioulum whioh restricts to 24 the types
of college programs (thus limiting the studies to the traditionel caresTs),
when molentific and technologioal developmeni demand more flexible and
diversified approschea that mey uncover new ialents and esnd them forth to
all branches of knowladge and to all the motivities regulred by modern
1iving.

2, GSoversmentsl Program

2,1 = A substantial alteration of the above picture through adaptation
of the Brasilian educational aystem to the quantitative and qualitetive re-
quirements of our development, demands the sdoption of ceriain principles,
trus prereguisites for the attsinment of the desirsd objectives.

a) The principd® of plemning — Like other sconomic and sooial
aotivities,education needs to be guided within the framework of a well
conoelved plan that comprises a clear determination of objectives and aims,
the measurs of the mctusl technical and financial rssources necessary for
their attainment, and the choice of the means and methods for its operation,

b) The prineiple thet education ie inveament, i,e., preductive
application of cepital, Studies aarried out 1n other countries lndicate that
investments in the edusational fisld yield higher returns than invesimenta
in directly productive activities, What the individual consumea to pay for
hie education (cost of studies), he repays st least double, within ten years
at most, in terms of the salary he sarns, which forms & part of the national
incoma)

o) 4s a corsllary to this prineiple, the concern over tha comt of
sducation, The sacrifices that the Nation mst make to snsure a minimum of
sducation neceasary to the country's growth, demand the adoption of methods
that will assure ithe best pompible reiatlon between the cost and the henefits
of sducatlon, so as to obtain the complete utilization of the resources invested.

2,2 = National Education Flan = Ve can only maintain the pace of
prograss already attained by the oountry, and promote 1lts acesleration, in the
measurs of our ability to mobillze every human, technleal and finansial
resource ln the Kunicipal, State and Fsderzl arsas, so as to promptly
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. eatablish & brosd educational system spread throughout the netional terri=
tory and ompsble of ensuring within a foreseealls periodi

. 1) for every Brazilian child betwesn 7 and 14 years of age, opportunity
to enroll in good slemantary schools to complete an elementary courae of 4
grades, which 18 to be progressively complemented in the urban centers
by a 5th and 6th grade, eguivalent to the lat and 2nd years of medium=level
courees}

2) for every Brazilian youth who displays technical or intellectual
ability, oconditions for the confinuance of his studies at medium-level mchools,
thus preparing him for skilled work in productive tasks and services, or to
enter collagej

3) to widen the opportunities for superior education offered to
Brasilisn youth, by improving education and diversifying the means of
teohnologioal, soientifie and professional training, in order to adapt them
to the exigencies of the country's economie, soclal and cultural development.

Simultansously with this effort of expansion and improvament of the
slamentary school netwerk, an extraordinary campaign should be launched
tkroughout the country to enabls Brazilianm above 15 years of age who are
entirely or partly illiterate, to moquire theslementary skills of reading,
arithmetice and the understanding of the citizen's rights and duties, with
& view to Tehabilitating them for Bragzil, in the soomomic, ocultural, and
oivic sense,

Thess two objectives can only be sttained within a short and foresse—
sble pericd of time through a Hational Bducation Plan which would mllow fors

a) ensuring to the Statss snd Muniecipalities necesaary conditions for
the extension and improvement of thalr respeotive networks of slementary and
medium-level schools, in subh manner as to satiefy the demands of all asctors
of the population, for more and batter sducationg

b) mobilization of all Brazilians who had the privilege of sducation,
for a national affort to check the progressive growth of the masa of
i11literate adults in our populationg

o) gusrantes to the alrsady existing hundreds of higher level
inetitutions = the majority of which. operate under the most pracarious
conditions - encouragement and necessary means for the improvement of their
teaching and to quality of their imstructors throwgh advanoed training courses
in the bemt educational and research centers in the country and abroad,
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. The great tsgk which presents itaelf to the Ministry of Idusation and
Culture is that of formulating the Netional Hducation Plan, which shall
determine the educational gomls to be attained during the next five ysara and
vhich shall esteblish the resources and the procedures by means of which they
shall be attained, in such manner as tc guarantee to each sector of the
Brezilian population certair educational serviges, definsd as the minimum
education to which every Brazilian shall be sntitled, whatever his economic,
oultural and social conditicon and indepsndent of the stagd of development
of the region where hg lives, :

3, Immediste Action

3.1 QGeneral Guidance - The Government intends to undsptake the
necessary reforms and by memns of speoific projects, to determins overall goals
in the sducational fleld. To thim end, in the firet instance, the approval
of the Law of Dirsctives and Bases of Nationsl Hducation is graatly to be
desired.

The rigidity of present legislation limits -the recrgenization of
curricula and courses and impedes the improvement of the Bragzilian education—
al system tc the extent required. During the rscent meeting of the Inter—
American Foonomic and Sceial Council of the Organization of American States,
&t Punta del Iete, BErazil pledged tc seak cbjectives in the educational
fleld common to those of the other Latin American countries, The fulfillment
of these commitiments will demand = great effort, whese aims are bound up
with the goals of our own pational davelopment,

ds B general administrative policy, the Government intends to attain
the highest possible degres of sdministrative decentralization, by limiting
the acope of itas mctivities {o national planning in the educational field,

vhile encouraging the states and municipslities to assume the leagership .-
in carrying out these programs with financial and technical aid from the
federal government.

To enable the oountry to attain to an educationsl level consonant with
the requirements of a near future, it will be mandatory to more than double the : -
rate of invesiment in education during recent yesrs, which has besn less
then 3% of the nation's groee national produot, & percenmtage whioh is larger
oven in highly developed countries with a more stable population growth
where the sducational burden is not so heavy as in Frasil, In sddition to
raiming the percentage of national inooms to the 1limit, which the econcmiats
oonsider possible given the present stats of Brazil's economia devalopment, it ig- -
nscessary to have recourse to oredit and to invest a part of amwmal incoms in a
plan to finance the esducational plant rather than for the govermment to limit
iteelfl each year to what can be done with the anmual hudget,

S e Sl




Page 107
Encl. %o Desp. FWou. 310
From RI0 DE JANEIRO

. . 3,2 Elementary Fducation - The Government intends to ocreate
condftions to attein and, if possible, to surpass the goals established at
Punta del Este, to wipe-out illiteracy in the hemispljers and by about 1370 to
snsure for svary school—age child & minimum of 6 yesrs of sducation.

Tha sffort in slementary education should bs along thegs linest

a) to immediataly provide schoola for all Brapilian children beiween
T and 11 years of age, in such manner as 40 definitely halt the ocuwmulative
growth of the mmber of illiterates.

b) to promota, &t least in the urban centers, the extension of
schooling to six years of studies, by adding a complenentary two=-year course
to the {=ysar elamentary program;

¢) to launch & national campaign for the next 5 ysars 4o promote
literacy end civie rehabilitation of the million youths who enmually join the
14 to 18 year age group and are still illiterate, This is to be done through
sontrol of professional and military gervice osrtificates, and through all
means of mebilizing public opinion to identify them and direct them to
pighteschools, Thie project envisions the total elimination within 5 years
of illiteracy among Frazilians under 23 years of ags, who can gtudy;

d) to establish trasining centers for rural and urban elementary
teachers 2t normal schools end Educational Institutes inarier to raige the
standards of professional qualification of the existing teachers, and to
train the new teachers essential for expanding sducation and adult literacy.

3,3 Medium Ievel Education = The foremos’ raquirement in medium
lavel education, is o mdjust courses and spportion enrollment agcording to
our developusnt needs, through reprganizing secondary education to prepare
students for sconomic, social and civie 1ife. The approval of the Law of
Ditectives and Papes of National Fducationn will help to abolish the gap hetween
courses by estableihing measures that have proven sucgeseful in other counbtries,
such ag a preliminary pericd of gidance and observation of the students'
capsbilities, in order to direct them later to fields of study better suited
to their sptitudss and to the nation's needs,

Experience hag proven that public authorities must glve more
assistance o medium level education, as well ms the necessity to apeed up the
sxpansion of education at this level, in such manner es o provide thim type of
education in all wrban centers, More than 1,300 municipalities presently lack
facilities for offering medium-level educatlon.

To cope with this situstion, the Covernment shall esiablish agreements
with the Stetes and municipalities for the following purposesi
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1) to establish 2-year "oomplamantaz'y oourses" equivalent to the
* 18t Bed 2nd yesr of the medium level oourse, at schools in urban centera. The
objective im to promptly increase educationel opportunities and t¢ extend
slementery sducation to 6 grades, for children of families of the lowes%
eéconomic level, up to 14 y=ars of age,

2) to sstablish in every part of the nation a metwork of "Medern High
Schools" adepted to regional needs and conditione, These schoola will begin
with lst grade only in 1962, with grade by grade added progressivaly until
thers is & full siz-grade course, This new model of education which is
suthorized under provisions of the law governing industrial education, will
have & curriculum consimting of 5 required subjects together with optional
subjects thet provids graining of a utilitarian oharecter having in view these
objectives thet any student who may have to quit school in any grade will be
trained for & ;o'b and that thoses who complete the course, and want %o go on
to ocollege will be suitably prepered.

3) to encourage action on the part of public and private institutions
of medium level education that may wish to adopt the new, more simple and
efficient educational patters,

4) to reorganize the system of awarding scholarships, by setting up
oriteria to locate young talent in the less favored levels of the population
and to ensures educational opportunities. F

3.4 Higher Education - The Ministry must sssume its rezponsibilities
in drafting and carrying out & general organic polioy for the expansion of
higher sducation, in order to avoid being compelled by forca of circumstance to
take aotion gporadioally,

When the Law of Directives and Bases of Education (which is intended to
establish the autonomy of the universitiss) mew in Congress, is passed, the
funcfion of the Mimistry shall bs mainly that of coordination and guidance,

This function shall be exerted in the following waysi

a) to establish a corrective polioy aiming, within its jurisdiction,
at eliminating auses arising ms much from the disorderly growth of higher
edication as from taking advantegs of certain privilegss through a purely
formal complimnce with the law, This policy is intended %o revitalize
higher education, within its present framework of norms and rezulations.

1) 4o ooopsrate with the univeraities in undertaking necessary
gtructural raforms particularly with respect to course contents te=aching
methods, relations bstween professors and students, ressarch budget, advanced
training of professors &nd contributing to Brazillan culture,
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- The Mipistry's immediate activity in the field of higher education
will envieioni

1) an immediate inoreass in the mumber of initizl opemings offered by
all the Federal instituilons of higher edusation, especlally in selentific end
technioal fields, in order to reduce the anmual cost per student) to mobilize
teashing materials which are not fully utilized, and to attend to the naticnal
demand for dootors neesded in the interior, and for enginsers and technicians
who oan make aontritutions to national developmentj

2) establishment of a coopsrative program among the universities, in
such manner as to ensure them effective autonomy in the drafting of their respec—
tive budgets and to atimulate the older institutions whioh have more resources,
to 5id the newer universities in staffing and training their facultissj

3) inereasing facilities for the iraining of higher education professors
both within the oocuntry and sbroai, and obtaining more international coopsration
to provide cur universitiem with teaching =snd research eguipment and to build
upoour university librariesg

4) review of construction plans for "university cities”, to snsure
better utilization of resources and to avold wasts through unnecessary
duplication of laberatories, sguipmsnt and research materials;

5) the concentration of federal efforts on expanding schools of higher
education through the enlergement of existing universities including the
University of Brasilia {enabling legislation awaits approval by the Senatse)
and of technical or labor universities, which are %o ba gufficlently flexibls
to provide training of high-level apscialists in the variety of fislde regquired
by the diveras sectors of the nationmal economy.

The reorganization of higher education shall also be & means of
definitively establishing soientific rssearch in the universities, The new
Brazilian university should become & creative center which, in eddition to
aceslerating the country's material progress, shoculd asontribute to reduce the
onus of importing foreign technology.

It chedl alsc be incumbent upon the unlvarsity to collaborate in
disseminating and elevating Brazilian popular culturs, through the expansion of
its extension pervices and above all through & new polioy to assure frees agcess
to 1ts courses and activities,

3.5 Culture = The governmental program in this Tield shall endeavor
above all to make the benefits of culturs sccessible to all and everyone, and
1o encourage the artistic, intellectuval and scientific oreativeness of the
Erazilian people,: Books, moving pictures, theater, museums, radio and

R
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television should hecome accessible and abundant instruments for the diffusion
and sxrtension of culture in 21l its aspects, thus contrituting to inorease the
nation's common conseience and its spiritual enrichment.

The Naticnel Counoil of Culiure shall receive full support to meke 1%
the moving feree in this ample oultural diffusion and for the defense and
encouragement of apeclal aspects of Brazilian culture.

With regard to libraries and books, it is the intention of the
CGovernment tec undertake a program for installing librazies in all municipios
(oounties) to serve am the infra-structure for the country's schaol system,
through valuable collsotions. of texts books on national culture, in addition
to ths normal basio oultural materisls found in all libraries,

It i3 also imperative to coordinate the activities of the Ministry's
various services which are concerned with cultural metters, including the
selection and preparation of mohool books and teaching materials, to frply
make accessible to the sohools, teachers, students and the populmoa in
general, the elements essential to the improvement of sducational astivities
in terms of both formal study and the lofty and refined pleasures of culture.

A1l this should be carried out within a framewerk of planning and
contimous, progressive action, in such a way as to coordinate the many
oultural eervices and expansion projects, encouraging activiiles for ihe
preservation of the nationel higtorical and artistio petrimony and
enlarging, modernizing and improving libraries, museums, moticn pictures,
radio, and the theatre, One of the basicooncerns of the Government shall be
to snooursge literary, musical and plestic arts by externding support: %o the
artist, to the end that the material progress that has been achieved may bs
refleoted, as is already being done in the growth of the nobler forms of the
spiritual expreesion of our people and of our land,
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CHAPTER II

HEALTH

1, General lines of metion of the Ministry of Health

The health policy which the Govermment plane for the Ministry of
Hoalth will bs based on the follewing principles:

a} 4o promote programs which at the lowsst oost can benefit the
meat people, by resclving problems of public health;

b) to utilize to the maximum the conguests of science and of
1technology — inesctioides with regidual sction and antibiotics - so as -to
lower mortelity in Brezil to the level of countries with similar economic

conditionsy

¢) to make public health an effective instrument to contribute to
economic development, at the same time avoiding the waeie of remources on
activities which, bsaause of their specialipation and cost, do not yield

satisfactory returns;

d) to sstablish a policy of studies mnd research on the sc-called
problema of ¢olonial medicine; since thess are common to the underdsvelopsd
countries, sclutions must be found by the seientists of these countries;

a) +to develop a policy for recrultment and training of personnel,
80 that public authoritiee can have available qualified professiomal people;

£) to promote the gtrengthening and improvement of the pharmaceu—
tical indusiry, attempting to avoid its progresaive "denationaligation",
edd to encourage the chemical indusiry to produce items necesgayry for
hyglens and for contrel of the diseases prevalent in the sountry, and to
study the possibilitiss of installing, if necessary, government-owned
factories to manufacture these prophylactic chemical agenta,

2. PEmergeney aotion

In the current ysar, bsaring in mind the status of thw work under—
way in the Ministry, the Government intends 1o continue the activities
which, owing to their impertance to the health of the Brazilian peopls,
should bs given a high priority.

Specific programs

a) Malaria - Up to 1950, this was ons of the serious endsmio
diseages afflicting the Brazilian people. Malariologists caloulatsd that,
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annually, over 8 million psrsons wers stricken by this diseass, With wide—
spread use of residual ection insecticides, the disease was brought under
control, the incidence being reduced by over 95%. Saspension of DDT aprey—
ing of dwellinge (although recommsnded in 1961, with only 10% of the work
‘programmed) resulted in various outbreaks, Thersfore, it is necessary to
undertaka, over a short psried of time, a somplats cyole of DDI spraying to
prevent the ocourrence of serious spidemies, This will be the priority
program of the Ministry during the last months of this year,

" The Ministry will also atiempt fo ocarry out the agreement signed
by Brazil with Point IV, with the participation of various bopdering coun-
tries, for eradication of malaria,

b) Plague — Kept under conirol for scme years past plagee hsa re-
appesarsd in some regions of the country during the last months, making it
necesgary to take steps to eliminate active sources,

a) Smallpox — Although smallpox has been eradicated in various
countrlen of the Americam, Brazll still has periodioc outbreaks, such as those
which recently occourred in RBio de Jansiro and in Brasllia,

Anti-smallpox vacoilnation will have to be carried out in accord=—
ance with the plan for immunizing at laast BO% of the population during a
period of 4-5 psara.

d) Yellow Fever = The campaign ageinst yellow fever will have as
its goasl complete eradicaticon, through vigilance at ses and river ports and
international airports, as well as through vaccination of the population
sxposed to the jungla speciss of this infaction,

a) Chagas! Digease ~ The fight againet Chagas' dissese will aim at
raduoing the incidence of tristoma within dwelling places to minimum levels,
so as to sliminate transmission of this diseass,

£) Sehiptosomiasie = The objective of this campaign is to promote
improvement of sanitary conditions in endemic areas, bringing contagion
under control in specified areas and through medical care,

g} Trachoma - Aotivities are designed to control this endemic
disease by mase treatment of patisnts in the contagious phess, sf this
disesase; as well aa thoss with contagious conjunctivitis,

h) Yaws = Activitiss to eliminate yaws have as their objective con=
trol through mass treatment of patients and their contacts,

i) Other endemioc diseases — Ancylostomiasis, endemic goiter,
filariasis, leishmaniasis, brucellosis, and hydatidosis will be controlled
by prephylactic and mediocinal measures,
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j) Boliomyelitis — The vacoinaticm plan wiﬁ‘o'be Lo DR ou%REy the
States with the support and supervision of the Ministry,

k) Tuberculosis — The campaign against tuberculosis, which affeots
500,000 Brasiliens according to the most recent estimates, will cembine
utilization of chemotherapy and ambulatory services in large and small
centera of the country, with integrated hospifizl services fo reactivate the
campaign begun in 1946,

1) Leprosy — for contrel of leproay, efforts will be concentrated
in research by the Ministry and other agencles in order to broaden the
pcientific bhases of anti-leprosy activities.

m) Maternal &nd child oare - The expanding aciivities of the
National Campaign for Maternal and Child Care must not be ilnterrupted,
sppacially with respsct to technical and financial encouragement of
private initiative which im truly the foundation of thim type of health
service,

n) Health and hospital cars = Integrated health plans — Msessurss
#ill be taken tot I) increase medical care in gensral and especilally publie
snd private hospitalimetion; II) strengthen federal responsibility of the
Ministry of Health for coordinsting medica—sanitary-sccial policies of the
dountry}; III) centralizing in the Ministry of Health all the informetion
relating to institutions for giving medicml-socizl assistance in the coun~
try. L

The oonstruction of specialized hospitals will be avoided whenever
possible, giving preference instead to organizations which are installing
"mixed" health units or dietrict hospitalm; +this policy im intended to
integrate regional hkalth programs,

Integrated health programs constitute a measurs which is recommend—
ed as being capable of solving health problems and st the game time
improving soclo-economic conditions of the regions in question, This policy
is part of a hroader plan under which parallsl and identical measures will
be adopted mimultznecusly in education and productivigy.

Thess programs are denignad to make efficiant use of already existe
ing budgetary resources, with emphzsis on the collsborstion of imiernational
health =gencies in matters relating to equipment and speclzlized technical
personnal,

CHAFTER ITI

HOUSING AND WATER SUPPLY

1. BHousing policy of the Government

1,1 Government initletive and use of private capital = The housing
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., polioy of the past Covernment, outlined in the meseage sent to Congrese with
the Project of Law which requests the oreation of the "Brazilian Institute
of Housing" repeats the same error which rendered the "Foundation for
Popular Housing" (FundegHo da Casa Popular) incperative, that is, it tries
to solve the problem of housing by mesns of rescurcea obtained from taxation
instead of also rescrting to measures to encourage private savings which is
the only possible means of ggsuring the sucoess achieved in the democratic
countries for the solution of this probdlem,

Private enterprise should underteke the construction of houses, and
the State — which should not try to do everyhting - should assume the
funotion of ptimulating, regulating, orienting and coordinating home
conatruation, The participation of private enterpriss does not mean merely
the activitiea of businsssmen, but also of spoh family snd each group
interssted in solving their individual problems. The State should provide
to all, at an adequate leval, the legal, technical and oredit fapilities
neceasary, and should coordinete activities in order to apocompligh the
objectives of the national housing policy.

In many cases the housing problem can not be solved by the
interested paytiess evan with technioal sssisisnce and eredit facillties,
private imitiative can not Ao sverything which is pecessary.

Many sectors of the population do not have the capacity to pay
sven the minimum reguired on their pari, or de not have the opportunity to
employ their own efforts to construct adsquate housing, through gelf=help
techniques,

Only the State oan take the initlative requirsd to meet these needs,
Owing to insufficient resources, the nunber of houses will always be ineuf-
ficient.

The continental size of Brazil, its federal struciure, with state
2nd munioipal governmenta fraely elected by the pecple, makeés it posaible to
strangthen the fesling of responsibllity of the commnity to solve problems
which are predominantly loozl in nature, espseially those concerned with
aociel and family life,

1,2 The housing deficit - Aocording to satimetes of the "Fundagio
da Capa Popular" based on data and projections off the 1940 and 1950 census,
4the mctual housing deficit for am urban &nd suburben population of 27,000,000
iy on the order of at least 2 million homes, close to 3 million if we
consider that of this population about 33% live in unhygienic conditions.

Incomplete mumeriosl deta obtained threugh direct surveys reveal
1(:hu e:l:‘]).stanee of the following mumber of 'barracos" {shacke) and "favelaa™
glums )y
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HNo, of shacks Percentage of the population

Rio de Janeiro 200,000
‘Racife 100,000
880 Paulo 50,000 1%
Porto Alegre . 20,000 1T
Belo Horigonte 15,000 129

Considering that the Brazilian population increcees at the rate of
2,7% par year, we can estimate at 260,000 the snmual housing deficit; T
of the deficit .represents familiss of low or average income,

Tt is necessary therefore, that Brazil undertake a heusing policy
similar to that of more advanced oountries, along the lines adopted, with
the corresponding adeptation, in Peru, Argentins, Chile, Ouatemals, and
Venszusla; that is to say,along with govermment action, 1% 1s necessary to
mobilize private initiative in 811 forma.

1,3 Program of ection — This policy will be based on the ersation
of institutione which will make it possible to mobilize private savings,the
formation of cooperative savings funds for housing and a complete finanoial
superatructures to which the "Loan Associations for Housing", the Gooperatives
etc, will have acoess to abiain resources.

The fundamental points of this policy ars well defined in the
message (to the Congress) referred to above, which may be summarized &g
Tollowss

1) priority for bousing "of social interest", considered to be
that which is not tco burdensome for families of very limited econcmio ra-—
gourcesy

2) Tesources to huild housing "of socilal interest" will e
sonoentrated in the Brazilian Housing Institute, which will apply them
acsording to established plans, on the basis of studies and research on the
housing protlem im its urban apd rural aspects, and its relaiion to region-
al and city planning;

3) increase of housing"of mocial interest" will be etimulated on
the part of private enterprise in all ite aspects through finanoing and
technical assistence;

2} in providing housing "of ecoial interesi", the Braszilian
Housing Institute (IBH) should complement cornatruction with Social Service
to promote batter use of the dwelling and improvement of life in the home
and in the community;

5) the State should provide conditions to stimmlabe investment of
capital in housing "of socinl interest" and in related sctivities, including
redustion or exemption from texes, with general guidance from the IBHj
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Instead of assisting isolated institutions, each with its purely
firancial resources, the Administretion will carry out an integrated long
Tengs prograum, coordinating the activities of existing agencles and
complamenting them with new, basto sctivities at the gervice of private
inttiative.

In face of the urgency of the problem, the Counssl of Ministera,
Tequests legislative authordty to igsue a special law, with the following
ohjectivens

1) re—structure the Frazilian Housing Institute, which should
establish standards and plans of the national housing polioy;

2) make available to the IBH other sources of funds which deo not
have the restrictions of those previded for in the proposed bill now in the
Chanber of Deputies;

3) givé new powers to the Foundation for Popular Housing, which
ahould be the exeoutive mgsncy for the housing projects of the Federal
Goverrment, and the instrument for cocperation with the state and
municipal governments for the respsctive local projects;

4) oreate a financisl superstTucturs consisting of a Federal Real
Tstate PBank or Faderal Savings and loen Assoplations for Housing to assure
loans for real estate, by means of second mortgages, or by refinancing in
scoordance with occamional needsj

5) establish procedures to eet up Cooperative Savings Funds,
deatined to encourage individusl savings to huy homesj

6) provide the means to insurs deposits and morigages;

7) satablish a national Technical Assistance Service for housing,
charged witha

a) agssistance in drawing up projects;
b) similar sssistance for programs of self-hijp;
¢) obtaining international technical aszistence;

d) cooperating in local or regional plans to rehebilitate glums
and to replace or improve inddequate housingj

g) developing and making public technical proocesses for lowering
the cost of oonstruction of popular houses,

1.4 International Tinancial assistance for the housing program

Until recently the problem of popular housing was almost incapable of
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international finencing since, especially in countries like Erazil with an
already developsd constructlon materials indusiry, it did not invelve any
imported materials,

Recently, however, with the greater emphasie given by the Govern—
ment of the United States and international financisl organizations to
programa of eooial development, favorable perspeotives are opening up for
financing on & substantial scals, provided that housing programs axe
formulated with emphasis on melfwhelp and low=-cost housing, and thai
administrative and financial organizations of the typs mentionsd above are
created, :

Poppible sources of fimancing sre the following:

a) The inter—American Bank, through its Fund for Sccial Develop=-
ment which totals US$394 million, of which US$100 million will probebly be
destinad for finanoing of programs of popular housingj

) new funds, voted by the North Americen CGongress for the Program
of "Alliance Tor Progress'

c) Resources of the "Developmsnt Loan Fund" which will hereafter ba
combined with the new funda of the "Alliance for Peace', inta one central
organization, the Agenocy for In‘tarnatj.onal Tevelopment;

d} rescurces of IDA - Internaticnal Development Association - 2
subsidiery agency of the International Bank, for long-term finenoing of
projsote whioch do not qualify as commercial banking opsrations, and which
involve & high proportion local cosia.

In negotiations parallel to the Conference of Punta del Estis,
understandings were reached with the Inter—imerican Development Bank for
U3$40 million financing of programs of popular housing.

2. Water Supply

2,1 Sericusness of the provlem — The deficiency of water supply
gervices constltutes one of our most serious soclal and hasalth problems.
There is practicelly not one siggle city in the country which has a
satisfactory water supply, not sven the large ospitals such as Rio de Ja=
neiro and 880 Faulo,

R . e B

Studies undertaken by the SESP Foundation, batween 1955 and 1960,
whowed that only 420 cities had water suppliss inoluding soms with only
partial and uneatiefactory services from the health aspect., In accordance
with the latest available data, SESP lists water supply projeois as
followas
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Erojeats Amount

In the planning Stoges sescsess 14
Plans completed sssusesscssenns 316
Under conetruction sseseesssnss 131
Already constructed ssewssserse 45

Tatel .o 633

Causes of deficiencies are those common to all other public
parvicess

1) taxes which are inadequate for meeting expenses, maintaining
and sxpanding the systemsj

2) although insignificant in themaelves, the water taxes whioh are
collsoted are combined with other taxss and freguently diverted Tor other
purpeses;

3) high initial installation costs, beyond the reach of the average
manicipsl budget. TFederal allotments for this purpose are fragmented into
small ennnal portione, in suceesaive fiscal years, thus hindering conolusion
of the works, which are often dragged out for several yearsj

4) lagk of adequate national sources of finanoing,e the possibility
of external financing having only Tecently appeareds

5,2 Feed for sdminisirative coordinstion = In the federal sphers,
the efforts of the Government to Solve this problem have hasn undertaken by
a multiplicity of agencies, among them ths follawings

National Department of Works and Sanitation

Wational Department of Works to Cambat Drought

National Department of Mineral Production

National Department of Bural Endemic Diseasss

Naticnal Department of Health

SISP Foundation

§80 Franciseo Valley Commigsion

Superintendency for Economio Development of the Amazon Reglon
Supsrintendency for Development of the Northeast

Frontier Zone Commission

2,3 Progrem of metion — It 1ip mecessary to fnrestoin one federal
agenoy the responsibility for standardizing services, fixing minimum
requirements for enginesring projecis, satting up tax systeme and collsction
and establishing standard administrative agenoies,
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A Because of its long tradition of good gervices renjersd and
beceuss of ite experience acguired in this fisld, the SESP Foundstion has
the prerequigites to amsume this responsibility, provided that itz material
_and human resources are increased,

The work of installing the services would necessarily have to be
decentralized and entrusted, under adequats supervision, to regional
entities, departments of the faderal govsrmment, commiseions, snd state and
manioipal Governments.

The creation of atate and munleipal semi-eutonomous agsncies, with
technical aseistance and supervision from the cantral planning agency,
through formal agresments, would meke it possible to realize the objectives
envizaged including conmirol of the msans of obtaining finances, both
national &nd international, such as £he Pund for Soocial Progress end the
regources of "Allianoe for Peace®,

Tn addition to conptruction of new services and expansion and
moderrization of those in axistence, rational utlligstion of water supply
systems should be snsured with attention not only %o opsration, maintenance,
upkeep and repairs, bub alen to amortigation of the oepital invested and to
establishing reserves for future sxpansion.

The firet erffective stap to accomplish thim progrem, together with
the oreation of the recommended semi-autonomous agsnoles, will be fo fix
adequate taxes, varying according to region, which are to be scheduled as a
percentags of minimum wages, Agoording to the moat rascent caloulationa 4%
oL the minimum wege corrssponding to 1,25 work days per 150 liters used
deily per person, would bs sufficient to pay for & minimum of 15 oubioc
meters of water per home connhection.

Another step to be taken iz to chargs adsguate tax par aonnection,
which really corresponds to the initial cost of inatallation,

Th the districts whers the level of individual income, or poor
housing conditions, do not make it posailble to pay even +the minimum tax,
public fountains should be installed,

In view of the magnitude of the problems and the lack af resourose
40 solve them in & short time, and in order to benefit the greaiest mumber
of persons, the firat projects to be undertaken should bs those of
communitiss with over 9,000 inhabitants and which meet thesa minimum reé=
gquirementa:

&) completed enginsering studies;

1) capacity to nobilize individual resgurces to finanocs the great—
ar part of the investiment;
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c)economic capacity to fulfill the financing obligations, or
auffioclent revenue or adsguate budget allooatlonsj

rl} orgenization of autonomous sgencias with the necessary adminis=
trgt:‘we and financial degree of indepsndencej

s) a nesd which is despsrate or may be catsogrizad as a public
calamity, as in the case of communitiss included in the Sudene Flan er
looeted in extremely undsrdevaloped regions.

One. or more federal banking agsnoies will he deslgnnted as national
financing or holding entities for external libans for water supply serwices.
Tinaneing will be provided after appraoval of fhe project by the coordinating
federal agenocy (SUSP), and verifioation of the other requirements, deseribed
above, as wall as others which may be legislated irn the future.

Afbout nine billion oruzeiros is estimated as the investment in
water supply projeots in the aapitals of the territories and states, exclud-
ing those loceted in Sudene's jurisdiction.

For known projsots of citise with over 9,000 inhabitante, about
gix billion oruzeiros will be necsssary to finance inveatments in the
ragpective servioes,

Under the "Allimnee fox Peace" Program, new possibilitiss are
opaned for international financial assistance, in support of netional pro-—
gramg for improvements of basic commodities, This financing mey come from
the Fund for Social Dsvelopment of the Interamerican’ Tevelopment Benk, from
the new North American Agsnoy — AID — as well as from the Asscciation for
Internatimnal Development, a subsidiary of the Intarnational Bank. The
minipum ¢bjectives determined st Punta del Hets for the Latin American
countries as A whole include providing water supplisg for at least TD?E of
the urben populations and 509501‘ the rursl localities, over a 10 yaar
psriod; Erazilian plamming should be oriented to attain this goal, and if
possible, surpass 1t.
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CHAPTER IV - Lebor and Soolal Security Policies

T. Wage Polliey

Tt is necessary to define and establish a wage pollcy which, with-
our losing sight of the 1imitations of the natlonal economy and of the
development needs cf the countyry, but rather of stimilating them ade-
quately, nevertheless talces care of the recognized needs of, the working
c¢lass in general, within the most rigorous demands of Justice.

Such a policy cannot be carpied out without a revision of the levels
of minimum wages, which have been fundamently damaged by the sharp
increases of prlces, nor can it swait the esteblishment of the family
salary, as required by the Constitutlion of 1946, which 1s one of the
notable achlevements of the Constitution but whilch has not yet been
legally implemented.

The Government lntends to intensify its harmenizing Es between labor !
and managemenl‘.? responsibility of ad justing salaries through the revision |
of colleotive contracts and the rapid solution of labor conflicts. Ib
will also continmue o apply all of its strength to thils effort, con-
gelous of the importance of the matter and of the clear need of achiev-
%ng,wibhout aggitation or unrest, permanent, basie and equitable solu-

ilons.

II. Union Liberty

This policy will be executed with invariable respect for union
liberty, Constitutional provisions and the democratic framework, whose
observance must permanently affect the relation of the Government with
the representative organizations of the various professional and econ-
omiocal groups.

Studies are being made of the convenlence and desirability of
examining the leglslation regarding oollective contracts, with a view
to meking them more Tlexible and to faellitate the widespread adoption
of contracts between workers unions and companles as an effective means
of promoting econcilintion and soclial tranquililty.

ITI. Cost of Living

It is necessary to get away from the vicious circle of, increasing
wages and inoreasing cost-of-1iving. The measures already mentloned
will have no real significance 1if, at the same time, we do-not develop
efforts and adopt stringent means through which we may develop the
collaboration of all factors of public administration and of private
activity in & national program to gombate inflation. These measures

S S A S e e
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inelude the improvement of public services, the eliminatlon of the
spoils system, the stimulation of production, and the elimination of
abuses of economlc power.

IV. Reorganization of the Ministry of Labor and social Security

The Ministry of Labor is already in & position of having its
structure in a great part outmoded by the development of the country's
population and the extraordinary progress of Brazil during the last
three decades. It 1s therefore urgent to conclude the studies which
are now belng conducted regarding the reorganization of the Ministry,
to improve 1ts function glving it an
organizational structure adequate for the mulbiplicity of the problems
which it faces and the ability to confront the national development
through an adoption of modern, bechnical asdministrative practices, with
a dynamism adequate to its needs.

V. Soclal Securlty

The Brazllian soeial securlty leglslatlon, with the approval last
year of the Organic Law of Sooial Security, achieved an advanaed atate
of development long anxlously desired and requested by the penificlary

groups.

Tts regulatlons must be thoroughly enforced, particularly those
relating to the complete implementation of its plan of benefits and
services, the immediate redemption of federal debts, [ﬁaymen’r. of the
tovernment's debts to the sysbe_ly? consolidated August 26, 1960, on the
date of the promulgation of Law No. 3,807. The prompt payment of con-
tributions due from the Government is necessary SO that the payments
due the protected workers may be made regularly and so that the financial
situation of the Soecial Security Institutes may be established in a
form which permits them to discharge all of their regular duties to the
insured.

The gradual installation of community medical services will make
possible, together with the improved services and the reduction of
administrative tasks, the rapid expanslon of medical assistance on
behalf of the unattended workers of the interior. This is another task
Ehich 15 urgently required for complete enforcement of the New Organle

aw.

V. Private Housing

Another point of fundamental importance in the soeial fleld 1s the
development of an effective .policy of low-cost housing, fhrough the
coordinating and utilization, not only of publiec funds coming from the
gsocial Securlty System and the Low Cost Housing Fund, but also on an
important scale, of funds provided by Torelgn ald and private enterprilses,
in a program Lo stimulate and ereate credit facilitlies for the aocqulsit-
ion of private nomes.
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BART TV = Foreien Policy

(1) Principles and Objlectives

Phe definition of a foreign polioy prograa in a Perliamentary
government ought to respond similtaneously te & preccoupation for
continuity and to a formulation of immedlate objeotlves.

Fo% only in this, but in eny Tegime, continuity is an
indispensable requisite for all foreign policy, for if the inconveniences
rasulting from the rapld liguidation of an experirent or from a change
from an adopted direction ate smaller in relation %o the administretive
problens of the country, in reletlon to foreign palioy it is eseential
that the projection of the condust of the Btate in the midst of the
internationsl society reveal & high degres of stability and assure oXedit
to the commitmenta essumed.

The foreign polioy of Eragil has responded to this necessity
of ccherence in time. Although the immediate objeotives transform them—
selves under the action of the higtorie evolution in which we participate,
the internationsl conduct of Brasil has been that of a State conseious
of its own ends, thanks t¢ the sdministrative position of which the
Brazilian chancelery has become the depcsitory, a tradition which has
validetod for us s just reputation in international eiroles.

(2) Position of Independence

Leaving aside previous evolution, we can say that the inter-
national position of our country, on whioch depends our orientation with
reapect $o the conerete guestionsa which present themselves o us, has
evolved conatantly to an attitude of independence in relation to politico
—mllitary blocs, which cen not be confused with other attitudes commenly
designated as neutralism or third positlon, and which does not disengage
us from the democratic Christisn principles , in which our political
formgtion was melded.

This position of independence sllows us to sesk, when con=
fronted by each internationsl problem or question, the line of conduot
mogt consietent with the objectives at which we aim, without the previous
disengagement from blocs of natione or commltments of joint actlon,
veservations or regicnal commitmenis contained in the charter of 4he QA3
and the Treaty of Ric de Janeiro, snd also without systematic warning in
relation to any others, of & different political formation or ideclogy.

(3) Preservation of Peace and Development

The objeetiven which we pursue, and as a funetion of which we
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take our pttitudes, ere: first, the preservetion of world peacs, teday
the common and suprome end of the internationgl actlon of all peoples,
but in relstion to which our politiosl voaation got an early stakt,
ingpired since the dawm of our nationality by pacific ideas and by the
formal repudistion of war a2 & means of international actionj second,
the promotion of economlo development, or rether of the rapid eliminstion
of socnomic inequality between peoples, an objective which we relgte noi
merely to the primary obligation of the promotion of = higher level of
well=being for humanity, but alsc %o the preservation of democratic order
snd fres institutions, for it does not appeer thet political liberty can
exist, in a modern ngbicn, if it is not supplemented by social justice
and economic equality.

T the search for these prime objectives Prazil will be led,
thanks to the independent position in which it places itself, toitake
attitudes and participate in andesvors, which at times will bring it
clome to determined States, and st other times will align it with States
of & different orientetion. In no case will these attitudes result from
an emgagement or dependence in relation %o States or groups of States,
but exclusively from meeking the naticnal interest and the best way of
attaining the desirad objectives.

(4} Relmtions with American States

To the Fandamentel objeciives we should add those which are
1ike an axtension of them into the present social and political scens.
Brazil has been masintaining, since the first yeers of its independent
life, the most intimate and cordial cooperetion with all the American
States, and hes lent its support and collaboration to the development
of the reglonal organization in-which they are integrated: the COrgani—
pation of American States. This position ponstitutes ons of the cons=—
tents of our foreign policy, and the new government desires to remain
falthful to thisz tradition, teying to introduce inte the system the
prefections whieh i% demende so that it can attain a higher degree of
efficiency. Thus is it that Pan-dmericanism runs the risk of losing
the progresasive feeling which animated it since 4he first inter-American
Conferances, if 1t does not becoms a fighting instrument for the economic
and socisl emsncipation of the nations of this hemisphere.

The firet phase of Pan-Americanism was pesentially Juridical
and political. The phase, through which we now pass must be predominantly
economio and soolsl, for the American netlons need to stimilate and
institutionalize thelr reciproocal collaboration to conguer the probleome
of the structurs of their economy and the problems of the raising of the
level of 1ife and culture of their populations, without intervening, :
however, in questions of the internal order of nations, nor impose limits
o the melf-determination of peoples.
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s International cooperation for economic development can be
considered a crestion of the foreign polioy subssguent to the Seoond
. World Wer. In that which concerns Letin America, this cooperation
sharacterized itself, in its first phase, by & notorious timidity in
the appropriation of resources destined for underdeveloped areas of
the hemisphere by fully developed countries, above all by the United
States. In this phase, the idea preveiled that the Datin-dmerioan
countries did not have the %echnical maturiiy, the general capacity
and the formation of intermal ocepital on g scele sufficient to gbsorb
sconomlo sld of greater velume, and attentions were concentrated on the
problems of techniocnl asalgtance and on amall benk loens, with a marked
propensity for aid to privets enterprise. TFrom this phase we paased
tc another, whioh wae characterized by the search for economio atd of
greater magnitude, by bilateral negotiations through the banking system
and internationsel finsncipl agenoles. It was the phase in which, in
our country, the work of the mixed DBrasil-U.8. Commiseion (1951-53) was
developed, and the finanecing through the DNDE wae made a reallity.

A third phase was marked by the substitution of the bllateral
elaims by multilateral oneg, motivated by the idea thet the Latin Ame—
riean nations, inetead of sseking en isoclated solution for their internal
structusl problems, ought to promote & united actlon which permitied
attention to the problems of the area. It was the phase of Operation
Pan lmericena, With this initiative of President Juscelino Xubiischak
de Oliveiras, it was intended to subetitute multilateralism far bl
lateralism, keeping, however, the objectives circumscribed to +the financing
of projects of an essentially ecomomic mature, through specialized
finsneclal agenciaes,

)| Tinally, a fourth stage, materialized in the "Alliance for
Progress" mnd in the Oharter of Punta del Este, whioh favors not merely
the finencing of projects of a technical and economic character, but also
those of social programs, transfering to the underdeveloped countries
rogources formed in the developed ones and acoelerating in this way the
general process of economic expaneion and social development.

.The programs of international socperation in which our country
participates cughi to correspond to the mocial end politieal prinoiples
which orient the government. This Government believes that eccmomic
dsvelopment can not be viewed merely in terms of an inoressa of the
overall sesial income, but that it ie indispensgble to wuplement this
inorease through reforms of the social order, which leed to betier dis-
tribution of weslth. From this is derived the Close interrelation betwaen
the sooial and the econcmip in the poliey of developmeni. If the social
gtructure is not modified so that the people retain the benefits of the
enrichment, its effects can be negative for meveral generations, who will
sae the benefits accumulate only in limited sectors of society.
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. The policy of cooperation of the new government will envieion,
thevefors, not merely projects of a tochnicel and soonomic nature, but
programe of a Eooial and economic nature.

; Tn relations with the other American states, the government
will Temain falthful to the tradition of Prazilian foreign policy, which
is opposed to blocs, to diporimination and to preferences, and will adopt
g policy that simulianeously offers understanding and pcooperation with
all the countries of this hemisphere, on the besis of absolute equallty.
Our particular attention will be directed to the betterment of our re-—
lations with the Argentine Bepublic, in the spirit of eollaboration, sup-
port and afféction, which may lead us, in the interest of all the other
nations of this hemisphere, to 2 sontinuing integration of an economio
and oultural order. An equal mentiment and concern binds us %o Mexioa,
Uruguay, Chile, Peru, Colombia, Bquedor, Venczuels, Bolivia, Pareguay,
and to tha countries of Central America and the Antllles.

As conoerns Ouba, the Brazilian Government will maintein an
attitude of intransigent defense of the principle of non=intervention,
becauge it oonsidera improper the interference of any other State, under
any pretext whetsoever, in Cuba's internal affaeirs. Faithful to the
democratic yrinciples set forth in the Chazter of Bogotd, which conetliute
the epsentisl basis of the inter-American pyetam, Brazil desires to see
the revolutionary government of Cuba evolve, within the shortest pogeible
time, to the fullness of democratic life, including the proceas of free
elactions and the effective guarantee of inaividual righte. This evelution
depends exoclusively, however, on the self-detsrmination of the Cuban
people and camnct be substituted, ner accelerated, by any form of presgsurs
or interference coming from abrogd.

Furthermore, Bragil cammot forget the profound causea of the
Cuban Tevolution and the soeial and politicel disadjustmenta %o which 1t
gives witness. The instability of the democratic institutions in the
hemisphore, the intermittant reappearance of dictatorial regimes, have
their origin in econemlo underdevelopment, in soocial inequalities, and
in the self-interest of m certain type of enterprises of imtermational
scope, which interfere with the normal funciioning of governments and,
many times, feed insurreciions. If wo wish o warn dmeriocan demooracy of
the politiocal risks which threaten it, our attention will have ‘o be
ooncentrated on meens of promoting development end scomemic and socclal
emanclipation, which ars the only sourses of action capsble of strength=—
ening the political struciure &¢ these ocuntries.

The government truste in the establishment of & Free Trade
Zone in Latin America, under the terms of the Treaty of Montevideo mnd
with orientation from the Latin American 4ssociatlion of Free Trade, The '
aconomic integration of the countries of this hemisphers is indispensable
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in' order to oreate, on behalf of their industries, a stronger markel
structure and %o make possible the improvement, on behalf of their
populations, of the general conditions of produstivity. The government
entends %o complement agreements relating to the Free Trade Zone with
measures which safeguard, within the framework of the new regime, the
authority of the Legislative power and to devise, in cocperation with the
other partioipating countries, msans of protecting the national economles,
in face of competing bueinesses which cen represent a threat to +the
process of industrialization which has been realized in these countries.

(5) Colontalism

For some time now, Brazil has been effirming its positlion
of growing soliderity with the pecples who aspire to economic end
political independence, This position ig founded on two lines of reason-—
ingt in the first place, the moral solidarity which unites ug %o the
destiny of pecples oppressed by the coloniml yoke and prevented from
roceiving & just share of the national earnings bacause of subjestion
to the interests, not always coincident, of the mother countryj - in the
second place, since the coloniml peoples are producers of Taw materials
which we also produce, 1t 1s essential %o eliminate the working condi-
tiona and menipulation of the sconomy that places them in en artificially
competitive position in the international market.

To these avguments it must be added that the elimination of
coleonialism ltias beoome indispensable 4o the preservatloan of peace, a
faotor which hes joined togsther almost all imdependent states with the
paoples who atruggle for their omm emancipation,

Thus, it has beoome a duty of the States which administer
non=gutonomous ierritories to prepere them for indepsndence, as they
committed themselves to do upon signing the Cherter of the United Wations,
on the one hand avoiding delays which are prejudlcial to populations
gtill submitted to tutelege, and on the other hend, refraining from
launching into tha international community pecples who are s%ill un—
propared for the responsibilities inherent in independent life,

The fulfillment of this task ought to be inspired by the
convictien that no people schleve the fullness of oultural maturity and
soonomie development before cbimining thelr political independence, which
demands thaet this indepsndsnce te fostered by the respective (cclonial
occuniries without unnecessary delays and within tha spirii which inspired
the deliberations at San Francisco.

(6) TUnited Nations

Bramll has malntained, in the heart of tha United Wations, a
1ine of constent defense of the underdeveloped pecples, and has enlarged
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th area of its own political responsibility, taking ite own descisions
on problems which concern the cause of peace and world seourity.

The government will meintain its position of independence
in relafion to the diverse blics into which the member states are divided,
and in emch instence will cast its vote with a view towards the permanent
cbjeotives of our international policy and the defense of the interests
of Bragil. :

Tn +that which touches on the themes which become fooal points

of international tension, our action will never be gulded by considerations
of reforcing positions but by the singere desire to contribute to
ponoilinting and overcoming antagonisms. Thus, as ooncerns the German
prohlem, our action will favor all those measures which atvempt o crente
an atmosphere propitious to negotiztion and mibual adjusiment between
the ptates directly concerned,a poliey which attempts to find solutions
to establish an egquilibrium acceptable %o the intereated partles.
Y With respect to Ohina and the structural orgenization of the
Jegretariat, we will have to support that position which best expresses
‘the reality of ocontemporary international 1life, thanks to the conviction
which this government holds, that any artifice sustained by forece or by
inertia cmmmoet lastingly contribute to the maintenance of peace.

The multilateral pelicy of disarmament will count upon our
deelded support and active sollabtoration. We will atrive for the dm=
medinte puspension of tesis of nuclear and thermo-nuoleal Weapons, we
will defend the prinoiple limitation and inspeotlon of the production of
weepons of indiscriminate destruction, snd we will favor all meesures
of gradual disarmament which meet the prerequisite of being in reaat woTk=

able.
(7) Sooialist Countries

Powerful reasons militate in favor of establishing normal
commercial and diplomatic relations between Brazil end all stetes, in-
dluding those of the so-called Socialist bloc.

In the first place, we cannot forget that the perapectives of
economic development of our country in the next yeazs are going to demand
a considerable increase in the volume of cur importsy to this end, we
must heve a parallel growth in our exports, which obliguee us to ag=
gresmiwely seck to place our products in all foreign markets. Any
limitetion or renunciation of this poliocy would be untenable and would
redound, sooner or later, in prejudicing the process of our sconomic
emancipetion,

Tn the seoond plage, our position in the community of natlons,
especially among the member States of the United Nations Organization,
does rot permit of limitations and obstacles to our internaiicnal action,
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which are imposed by the abmeence of normal relations with other member—
Sigtes of the seme organizationj this egtabliskment of normal relations
with other Countries does not have eny ideclogiocal significence whaisoever,
nor does it imply sympathy, or even tolerance, %o regimes which are ins—
pired by principles differing from those of tha representative democratic
system we practice. In the same manner we heve at our disposal meens of
maintaining internal order which are parfectly effootive to pravent,
within the shadow of commeroial or dlplomsbic relakions with these comntries,
s Atrengthening of movements of political infiltration or propaganda con=—
+rary %o the natural disposition of our government and the principles
of our oiviligetion}

{8) Western Countries

The traditionsl basis of our polioy towards fthe United States
and the other Western powers, will not undergo any changes, and wa shall
hew to tha line of absolute independence, by shich the desaipions of the
governmeni in the field of bilateral or multilateral poliecy are regulated.

The Brazilian government apprecistes the effort baing made by
the Government of the United States to give expression io and produce
practical results from lta policy of international economio cooperation,
notably in ite most recent formulatlon, the "4)11iance for Progress",
which represents, as astated above, a more evolved stage of Fan-Americanism.

It is indiopensable, however, that the mechanism through which
the cooperative memsures are carried out, p the n y simplicity
and prompiness of action, and that the interests of private ofganizations

— whose interests aTe oppossd to those of the underdeveloped countries,
and whose influence may misrepresent the proposala enunciated by the
Government of the United States, in this mammer frugtrating the very ob=—
jectivem of the United States in its international activities — do net
intrude themaelves into the policy of aconomio ceoperation.

The sountries of Western Burape which have already participated,
through agresments and special oredits, in the system of oconomle coopera-
tion with this hemisphera, will certainly play = role of growing impor=—
tanes in our commercial relations. The government intenda to expand
these rolations, as well as those of a oultural and political nature,
and to carry on such relations with all Eurcpean countries.

{9) Administrative Bestruoturing of the Forsign Herviee
To mttend %o the growing complexity of the field of diplomatic

action whioh im developing in the relations betwsen governments and in-—
tornational organizations and conferences, the Yinigtry of Foreign Relations
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hp.a been demanding a reorganizetbion b i{s various serviced.

This has been made possible by Law Wo. 3917 of July 15, 1961,
which reorganized the Ministry itself, tha personnel staffing patiern,
and the promotion system. This very flexible law allows the government
to introduce the necessary regulstions %o make of Itamaraty the direot-
ing force, adjusted to the necessities of Brazillan diplomacy.

i This reorganization will constitute one of the first arnd most
important tasks of the Government. g !

The Government will also talke charge, through an adeguate
plan, of the transfor to Brasilis of the Ministry of Foreign Relationa
and the Diplomatio Corpm acoredited to the Brazilien Government, in such
manner as ‘o accomplish this within a speciflc period of time, reducing
4o the minimmm the difficulties which thim presently entails, whether
for the Ministry or for the Chiefs of Miseion. ) S
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CHAPTHR I - AWIY

The Arry desires to become 2 more funetienally objective branch. It is true
that such objectiveness demands great effort, both from its own cadres and,
financially, from the country, as a whole. The nrevious administrations, having
the responsibility of organizing and reviving the army, put their sfforis towards
thiz end.

In preparaticn for the defense of the country and in view of internaticral
commltments assuned; living in an era of ccoperative efforts, we must follow the
development of technolegmy. To atiain this cbjective it is necessary to insure
that the indispensable (technical) lknowledge taught in our schools amd military
organizaticns he maintained at as meodern 2 standard as poesible. In this respect,
varticulsrly, treining methods, voecalional selection and wmaintenance of goals
are matters thet desoyve special study.

On the other hand, there is a missicn of internal security %o he performed
in defense of ordsr and Drazilian instituticns., This vital missicn requires
preparation based, without doubl, on means currently available to or witvhin our
reach in a short pericd of time, and, above all, based upon our demccratic and
Christisn convictions.

Fgual efforts should be made in both aspects in order to sttain the desired
chjectiveness, and both merit the attention of the autherities.

In the wlan of commitments assuned hy Brazil, we should lean towards achieving
greater efficiengy in the operation of military organizations losatad in the Horth
Fast and 2 possible centralization of means which will bring mors sflficiency through
regular professional contact and military training of large undits.

Fowever, the major problers now facing us are thosc of mechanization or simply
motorination, which is now under nrogress hut whose present precarious state
constitile a groat ililndgence tc the mobility of our operational units, The solution
of this problem should be reached by making maxirun utilization of availahle
national nquipment. Ve have already conducted studies and recommended solutions
which are solely dependent upon the granting of the necessary funds, On these
Tmds - 2lways insufficient - alsc depends the efficiency of our equioment,

2rticularly that of the infantry. The acquisition of such equipmert for supply
to present units, is sn imperative and urgent need. 3Sub this does not mean that we
cannet aitempt the manufacture of such equipment in our courntry,

It is 2lso indispensatle to solve the problems related to storage of Amy
anrupition, which were complicated by explosions whieh occurred some time ago.

We cannot put aside the subject of modern communications equipment, a basic need
for command action end efficiency in the wtilization of military unmite,

UNCLASSIFIED
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In order to meet the most elementary neads of those who dedicate their enuire
life to the Avmy, it is necessary to achieve an improvement in the service of
nasistance to mildtary personnel and their families, and in this field there i3 an
outstanding need to furnish medical-hospitalization essistance. This azsigtence
should be efficient and meet the desires of rilitary personnel, permitting them to
dadicate themselves uneonditionally to their professional dutdas.

With a view to higher productivity, as reflacted in full absorption in
orofeseional duties, it is necedsary to eliminate or greatly reduce the normal
precceupation of officers and graduates regarding personnel and family problems,
by assuring them a minirmm of well=being, the education of their children snd
attending to the needs of a modest tut dignified life,

Another subjact that deserves attenbion is the Army's collaboration with other
Sectors indispensable to the country's progress, but wlthout prejudice to the military
training of Army persomnel or o the purposs of the Ariy's formation. The best
exarple that we could give regarding this subject is the partieipation of enginsering
units in the great task of the recovery ol the North=sast or 4n the constructicn of
railways and highways, as 1s the cass of the "ISP" now being completed, which will
cernect the center of the country with the south,

The task is a great one amd must be continued. The plannming cf an Army, evermore
- worthy of its traditions ard sssuring the tranquility of our people, cannot rest upon
“soloted ddeas, but in studies conducted by responeible sgencies in a combination of

efforts desired by a1l which can furnish us the prever result. To reach this Zo2l,

in addition to contimusd efforts, the assurance of financing for successive under-
taicings by the Army is nceded. This will e possible enly through the creation of the
"Army Mund", similar to those which aiready exist for the Navy and Adr Force.

Contimious effort i3 mare economical than partial administrative efforts, which
are; without deubt, made with good dntentions, tut are hindered by restricted financial
support and compuartmentalization of udgetary appropriations,
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1. GENFRAL VIEY

The economic~firancial situation of a country has great influence on the Armed
Forces, In the Drazilian situation, the undeniable development that has talken place
in the 2conomy has contrasted notorlously with the undermining of monetary values
resulting from marked inflation.

Then it happens, that if on the one hand the country gets stronger and ite
increased wealth needs more protection, on the other hand, the inflationary process
and certain connected distortions caused by the development 1tself, raduce the
rescurces needed to mainbain adecuafe military power capable of integrating the
nationel power compatible with the necessities of securiiy.

Neverthelecs, the responsibilities of the Navy are divided batween those that
come from its comparticipaticn in the military powsr of the nation and those which
result from intarnational obligatiom o which we ars solemnly bound in the
continental community.

The aotivities of the Navy will have to be subjected fundamentally to:

-- attalning reasonable standards of efficiency;
== effective cooperation with the esconomic-financial Interests of the govermment;

According te this basic orientation, general rules of action will be adopted -
as follows: '

a) adoption of firm priorities for enterprises and activities;

b) postponenent, of the sxecution of new projscts, except those which
circumstances indiecate to bs absolutely indispensable;

¢} improvement of the technique of budget preparation by coordinating plans of
the several naval section$,so that the tudget can include a synthesis of the
whole planning of the Nawvy;

d) elimination of show and low priarity items

2. SECTIONAL DEVILOFMENT

The peried of marked technological nrogress whick we are going through 2t the
moment, could not pass without influencing -~ a3 in fact is happening -- tho
structure of the armed forces. And, in relation to the navy, such progress has not
led ~- as scmetimes is made to believe —= to the weakening of that btranch, but instead
transformed it into an elemsnt of extraordinary power aml extreme versatility.

The Brazilian Navy, in trying to follow tha general line of development resulting
from lessons learnzd during the last war, got rid of two battleship which were
considered obsolete, and is trying to reorganize its maval power arcund airorafi-
carriers which are destined, in our case, to constitute, togethsr with other units,
the principal and indispensable element for defense against suimarines and for
training personnel. L
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Such traindng will be effected: Rio de Janeiro

~= within the Brazilian Naval Forces;

—- together with other Haval forces of the coniinend in the so=ealled "Operation
Unitas" accomplished with marked sucesss last year snd tc be repsated
periodically.

3. DASIC COKSIDERATIONS

The lack of resources, the policy of austerity which will have to be maintained
and consequently the scale of priority which will have to govern investments,
point to concentration of efforts on the Jases of VAL~DE-CAES (Belem), TAGASUNA
{Recife) and ARATU (Salvador) because:

a) they serve the internationsl nolitical strategic situstion betters;

b) they will make a contributdo®or obbaining revemues and will create greater
facilities te the navigation along the coast by the vossibilities of docking
and repairs, ardtbus.” have a favorable effect on the econcmy by cheapening
freight rates and maritime insurance.

Besides, it is necessary to add, construotion of large bases is nob whet is
imtended, ot Pather navel repair centers, with a flexible and functicnal organim
zation. These will avoid the inconvenience of a large concentration of facilities
in restricted areas and particularly will attend to the necessitises of the navy and
merchant marine. :

The navy wants to promote the training of skilled labor so scarce in bhe various
regions of the Brazilian north and northeast, as part of the work of naval repair
centers.

L. ACQUISITIONS

Ayays within tke pelicy of supporting our naval forces and cooperating in
the economic-financial effort of the Government, the Navy intends to complete the
ay acquisition of mobile Bases eguipment composed eof:

== a repair ship
-~ & floating dock with 3,500 tons capacity

C. ECONOMIC=MILITARY ACTIVITIES

One of the basic aspects of navy policy is effective cooperatich with the economic-
financial effort of the Government.

Use of the industrial facilites of the Navy, without any loss to naval resdsfor
handling requests from the cutside, constitutes an important part of this purpose.

This mather, entrusted to a high level comnission]neads, however, careful study
with consideration of the availability of:

&) gualified labor, in suffieient quantity, to attend to expansion of the
industrial establishments of the navy in several regions of the country without
prejudice to local econcmic activities tut, on the contrary, supporting them;

b) eppropriate eguipment; TUNCLASSIFIED
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o) adequate organization ami legislation;
d) self~financing cperation;

Hevertheless, certain establishments, such as the Naval Arsenzl of Rio de
Janeiro, can atbend with suceesmy a3 they are already doing, regquests from the sutaide.

In Aratu {Behia) there is cooperation betwsen Petrobras and the Navy, the former
contributing part of the funds (a Cr100 million eredit already apnroved Ly the Board)
hecessary for the enterprise, with the navy engaging to provide servics to the above
mentioned énterprise which comprisea the docling of 16 to L1 ships per yesr during
the next few years.

Decree No.50,656 of 20 May 1961 in additionyauthorizes ™the Minister of tha Navy
to coniraclt, in neme of the National Treasuwy, with the B.N.D.E., operations of
oredit on the guarentes of the Naval Fund, for the carrying oub of services and
conetroction connected with the establishment naval repair centers linked to the
development of Transpert Services in the countryl.

The Hydrography and Navigation Burea: equipped with two nmodern specialized
ships, will prooeed in its work of surveying the 3razilian coast, supplying modern
navipgational charts which will make possible safe and fast navigation in national
waters, This project, combined with the provision of resources for docking and
repairs along the coast, will be faverably reflected in maritime insurance rates.

In the prevention of contraband the contritution of the navy has been and will
contimie to be effectively carried out:

== through better equipment at frentier bases ]
-- by dncreasing the activities of the Coast Cuard;
== by eclese cooperatlon of paval autheritiss with port authorities.

Fesides this, oceanographic Burveys will continue as will studies in cooperation
with the linistry of Agrieulture for the developnont of fisheries in cur waters.
Results of the latter activity can already be seen in the Northeast.
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1. Reorganization of the Air Jlindstzy

The Adr Ministry will undergo a reorganization, which can be summarized
as follows:

2) Tevision of the Air Ministry's organizational structure, in such a wmannmer
as to correspond to aeronautical progress at large and partioularly to the
development and modernization of Brazilian commercial aviation.

) The Dirsctorate of Civil Aeronantics, in particular, needs to undergo a
reorganization in order to perform more efficiently the fMinctions related to
oporations, traffic, and administration of airports. The depariments that
are respongible for land support need to be coordinated, technicelly and
administratively at a high levdl, immediatcly under the authority of the
Adr Vinister, in order to attain greater efficioney in services and to
ecanomize resources.

Infra-structure

a) The Flying Protection Service, unified in its double aspect -~ civil and
military = should have improved technical facilities.

) The following services with a double ypurpose which are required by the
Constltution, by imternctional agreements, and by the needs of economic
development, will be strengthened and improved:

"Corpeio Aerec Nacionel" (Military Alr Tranevortation Service)
Search and Rescue Service :
Air Pactography Service

is importart to keep close coordination among the following daparinents:
~-- Flying Frotection Service
== Apronautical Engineering and
- (ivil Aercnzutics.
Brazilian AirForoe
a) Training
To provide the necessary means for strengthening training schools and
improving training methods; to study the possibility of training personnel for

our commercisl aviation in military schools (perbaps through the issuance of
subsidized mmhiwr scholar-ships).

Prierity for matters related to training, with emphasis on what regards
the operation of the jeronautical Technical Center, tha AF Command and Staff School
s the Aerorantical Schoolj

Special efforts towards completing the transfer of the Aeronautical School!s
air activities from "Campo dos Afonsos! to "Piragsununga®, in Sao Paulo.

B) Air unite

UNCLASSIFIED
Eer-orsani s = L <

£ TP et it -y
el ep—Fermee—e T Syt fhe Jaotien




UNCLASSIFIED Page 7 of
' . Enel. No. 1
2 Desp. No, 318
. To organize the Air Force, based on force commends, linmiting
thé sction of ground commands to problems related to infra-struc-
ture and loglstics;

s

To provide the combat units with better remecurces of peracnnel
end material, reducing the number of personnel end improving quality
while regsrding the needs of nationel security and interraticnel
commitmenta for mutual defense;

To organize a missile unit, even 1;‘ on &n experimentel baslsj
To reduce operations of elr bases which do riot have alr base

wnits and detachments toc maintensnce and instellation purposes when
this memsure does not interfere with their normal wbillzation.

4. Bport Aviation

Te provide techniéal guldance and glve necessary support to
private amateur aviation activitles all over the country.

S. Aeronautlical Industry

To support the "GEIMA" (Executlve Group for the Aeronsutical
Industry) and, through thia agency, encoursge by all avaellable
mesns the asponetticsl industry in Brazil. +he program is for
initial menufacture of amireraft and parts that are largely wused in
transportation units of the Brazilian Alr Force and which mgy be
uged by Brazilien eirlines in their domestlc routes.
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r I SUMMARY 1

The high cost of living came into the spotlight once wore a8
Curitibanos gave up trying to Tigure out what ‘parlamentarismo” mesns. New
minimin wages were decresd and unicns turned the heat on employers with
demands for eubstantially higher wage scales, FPrices continued the upwsrd
marcha.

Credlt was extremsly tight with the banks putting severs restrictions
on loans and suffering the consequences of & greatly increased pumber of
fititulos protestados®, ;

Coffee exports were again high,but in coffee, as in the rest of the
scononmy, the absence of eredit facilities is being felt.

IT AGRICULTURE
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Coffes

Shipments were high, with 505,000 bage leaving Paranlgoi‘l. Cf these,
238,262 bage went to the Unlted States, 66,796 to other countries and
201,000 to other Brazilian ports.

Although shipments were good, finencing was pot, as the tight
eredit situstion centipued. Coffee growers im morthern Parana continue
to send appeals to the Bank of ‘Brazil to loosen up itz financing policies, =
especially es regarda the purchase of coffee currently in warehouses, L
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Heavy flowering of coffes irees im reported, making a very large crop
1ikely. (ses Curitiba's D-18 of Sep.l?, 1581).
SOURCES: "Estado do Parend®, Ssptenber 12, 1961
“Diario do Pf.rnna", Septenber 27,30, 1961
wtim Hora", September 30, 1961

IIT Minerals:

The leng-discussed and long-delayed oil shele pilet plant in S%o Mateus
do Sul may finally come into existence. It was reported that Petrobras is
shipping equipment to S&c Mateus do Sul and that approximately BOD merkers
wonld be employed in the plant. The potential econcric significance of this
project was discussed in our despstch n® 70 of June 16, 1961

SOURCES: "Estado do Parana" - September 28, 1961
mltima Hora® - September 29, 1961

IV - INDUSIRY

Tax Exemption For New Industries

In an attempt to attract new industrieny the city of Curitiba is now’
offering § years municipal tax exempbion for any #pioneer industry®. Despite
the city's precipitate population increase there has been 1little growbth in
indnstrislization. However, the opeming of BR-? is expected to widen the
poksibilities for industrisl expansion in the Curitiba ared.

SOURCES: "Gazeta do Pove" - September 22, 156l.
¥ - LABCR

1, Wape Increases

Demands for higher wages, strikes and atrike threats dominated the
1sbor scere during the month, The long-expected incresse in the minimum wage
was finally granted, the new minimum being 10,080 cruzeires per menth
effective October 16. (The old minimum was 7,200)

The Metal Workers Union has been demanding a 55% increase and the
Pankers Union wants increases of fram 25 to 60% depending on present salarlies
and seniority, Wage incremses in Brazil are usually "acrosa the boardge®
with no reference to seniority, the increase in the coet of living belng the
sole determiming factor. The result is that the newly hired worlker and the
veteran of fifteen years earn the same Balary. To eliminate this inegquity

the bank workers are demanding that an extra 500 eruzeiros be given for every year
of serviee so that the accountant wWith 15 years service wenld earn 7.500 & month

more tham the tralnse.

2. Shrike

23

|—- When their employers rafused tc graont & 70% increase Curitiba

* INCIASSIFIED =

-




. Page_'J_nI 1
‘w ONCIASS TR Tl Encl. No.

D e Iate, Caritita

l_uarpentw, saymill and furniture workers went out on strike (Sep.30). Since
Curitiba is a wood and fwrniture center the results of the strike were widely felb.

3. Cest of living

At tie request of the Pan'a_né Bank Werkers Union the "Departamento
Intersindical de Estudos Soscio-Econtmicos de SEo Paule™ (DIESE) is sald to have
made a study of living costs in Farana and discovered that the cost of living
inereased by 75% between October 1960 and Auguet 196l, Whether the statistics
are accurate or not, labcr umlons in Curitiba are basing thelr demands on the
DIESE study. It is noteworthy that few unlons have demanded anything less than
50%. Meanwhile leftist Mltime Dora® cleims that living costs increased 25%
during the two-weelk political crisis in August/September, This flgure is somewbat
questionable.

SOURCES: "Didrio do Parana™, Sept, 15, 1961
"Batado do Parana¥, Sept.l3, 1961
n(ltima Hora", Sept. 13, i, 1961

VI EINANCE

Bank holidays during the politicel crisis had the prediclable effect
on commerce in Guritiba -movement was lardly noticeable. Mhen the banks cpened,
they found 1t difficult to satisfy customer demands, The local branch of the
Banco de Lavoura de Mimg Gsrais had a 50 willion cruzeiro dey, nesrly three times
ordineary trxansactions. The First Natlomal City Bank also reported large withdrawds,

Money is now tighter than ever. The Banco da Lavoura is limiting
signature loans to 30,000 cruzelros and other banks are deing likewise.

There has been a noticeable upturn in departmsnt and food store
business with the announcement of new minimum wages. The activity is accountable
to expected price Incresges followlng on the heels of higher minimums salarieg,

SOURCES: Personal observations and conversaticns,.

VII TRANSPORTATION AND COMMUNICATTONS:

1, Telephones

The c¢ity of Curitiba is now attempting to pass the telephone preoblenm
along to the state, thereby giving the state the responsibility of paying
indemnities to the company and creating a mixaed state-private enterprise corporation,
Since the city is afflicted with chronic penury tlie resscne behind the buck-
passing sre not hard to find. The state, however, is alsc bankrupt and it is nob
1ikely to receive the issue with cpen arms, Thus far, meetings between city and
stats officials have resulted in "plene identidade de pensamento® (full identity of
thought} which is enother way of sayimg that little progress has been mde,

|_ Meanwhile, the company and e state government comuission are continui_nF .
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I_thei.r studies to determine the velue of the compeny for purpcses ofindemificntﬂ.

SOURCES: Conyersctions and
"Ciaric de Parana® - Sep.2l, 1961
"Eatade do Parana® - Sep, 21,1961
niltim Hora's Sep. 28, 1061

2. Blestrielty

Tranemission lines between Londrink and Apucerana in ncrithern Parand
were complsted during September ad inaugurated by Governor Ney Braga. While
the stete government is taking credit for the increase in power the cppostior is
puinting cut that 1t is SEo Paule which is furnishing northern Parana with most of
ite electricity.

SCURCE: "Gazete do Povo" - Sep.2l, 19¢1.
3. Fortst
The government of Sants Caterine is elaborating plens for the

development of the port of Laguna which is located south of Florianopolis.
Iaguna, if properly develcped, could become Santa Catarina's leading port. It
appears to have a large, emsily accessible harbor and could zerve as shipping
point for coal produced in scuthern Santalatarina,

SOURCE: "Estado, Flerlzndpalis, Sep.12,1961

VILI DOMESTIC TRAIE AND COMMERCTAL FOLICTY

A threatened wheat shortege in Curitiba failled to develop despite
press articles to the contrary. The prese soon changed its tune, claiming
that wheat distributors were witbholding the precicus grain in the hope of
recelving & new price incremse., Shipe carrying PL=,,80 and Argentine wheat
contimued to arrive in Paranagna disspelling the "shortage" scars.

SOURCESs "Didrio do Paramd® - Sept,27, 1961
*fiitim Rora" - Sep. 26,1961
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Left-wing State Depity Jethero de Parila CARDOSO,
Brazil:l.an Soeialist Party (PSB) protested, at a meeting‘nfﬁ‘.he
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so:o Paulo State Legislature on Qeteber 11, the recent increase in

eleetrieity rates in the oity of BNo Paulo (see item 6, despatch
117 of October 6). Deputy Cardoso collacta .matural of

leftist and other deputies to a telagram addressed to the Pederal
Ministér of Nines and Eleotric Power requesting that a survey be
taken of the exsmct increase in operating costs of power cmlpnn:ln--

olpcoially the .S:nﬂhn-'-nontrollad 880 Paulo L&% 8. A. and
Amerdiean Bond Share *s g? [] ltl--ﬂlth
1ty

a view to reducing electrii

Comment; The Ootober 1 inorease in eleotricity rates is
attribubed Eainly to the higher cost of imported fuel oil used by
the Piratininga thermocelestric power planu, which lllp‘pliﬂl uhutri-
eity to the olty of S&o Pawlo, Cost of sxchange for the
of fuel oil abreoad rose from 200 crukeires to 260 oruskiros per

U8 dollar betwsen Mey and Qctober 1561.

2, 'rz-amo:-tntm nm:.e a.1 Transport Company to Get 1,2 Billion

Federal and SEo Paulo State Governments have promised to
subscribe 600 million oruzeiros each to an inerease in the oapital
of the 880 Peulo Municipal Transport Company CNTC. These funds will
be used sxolusively to purchase buses and trolleys, and repalr
exlsting equipment.

‘gomments Ever since htook offlce in January 1961, the Mayor
of 860 Paulo has been trying to reorganize CMPC which, dus to inept
and reportedly sorrupt administration; had steadily baen losing
money for several years. MNest of the ccmpanyfs operating egquipment
is sntiquated since CWFC had been unable to put new buses and
trolleys into eperation due to 1ts precarious financial situation,
The Sfic Psulco Mayer re¢sntly warned that he would be foreed to
deslare the ocompany a "public calamity® unless it received sub=-
stantial assistance frem both the Federal and 8¢ Paulo State
Governments. The pledge of 1.2 billicm sruzelros will, thersfors, go
a long way toward normalising CMIC's activities,

3. Business - unrnmm roussiens to US Flrm's Petition for
Veneive 2 LTy E )

Bates do Bruu 8. A. of 880 Paule, an luportant msnufacturer of
hasvy—Guty paper Em, submitted to the lecal courts a petitien for
& preventive creditors® agresment for the total cash payment of its
bills outstanding. nntu whase hesd offices are lopabed in Wilmington,
Delaware, is a m-umy of thes St. Regis Paper Company of New !.rl:.

Commant: ‘Bates® pebltion for a ereditors! agreement has m
mﬂmﬁﬁr" Teparcussions in the looal press u.nd businens cemmunity.

Some press editorials have hinted that this move aims to drive int
bankruptey Companhis Inddstrims Brasileiras Poriela, & Pernambuce ﬁpar
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eompany, in which Bates is an imporbant minority shareholder, so
that Bates can acquire control of the firm. Bates, in newspaper
advertisemsnis, has defended its action, stating that it intends
to pay promptly mnd fully its cbligations arising from promissory
notes and acceptances, and that its petition for a creditors’
agreement has the sole objJestlve of providing for the orderly
liguidation of such obligations.

It is reported in the press that the Qovernoraof the Jtate of
Parnambuoo, in an effort to prevent the collapse of the Portela
company, will request the intarvention of the Federal suthorities.

%, Trade - Fisuf Wants to Expand Trade with Sfo Faulo

A party of businessmen and farmers from the State of Plauf ias
in SHo Faulo ainge Qatober 12 to study means of developing trade be-
tween the two states. Following meetlngs with the Secretaries of
Finance and Agriculture, and representatives of the Federation of
Industries (FIRSP), the party indicated its interest in purchasing
machinery for the industrialization of babassu nuts and the ginning
of gotton, and the extraction of vegetable olls; large guantitiss
of barbed wire and sotton seedsa; and & substantisl number of stud
bulls, cows, and hogs. Short and medium term financing covering
the sale of theme and additional equipment, consumer goods, agricul-
tural products, and livestock is now being atudied by the S&o Paulo
State Government, the Bank of Brazil, and FIBSP. Active partiocipa-
tion of local banking and credlt establishments is being considered.

Comment: The willingness of the 3o Paulo State @overnment to
aspist States in Northeast Brazill to davelop thelr econcmy through
the purchase of looally finanoced 880 Paulo egquipmsnt, conaumer goods,
and farm products was expressed by the Seeratary of Flnance at a
luncheon at the SKe Paulo Swiss Chamber eof Commarce on October 10.
This confirms previcus announcements to that effect (see ibem 3, des-
patoh 47 of August 11, 1961). The local business community bhas
1ikewise, indicated that 1t is inferestsd in developing trade lith
this potentially important market. As a first step in that direo-
tion, FIRSP is setting up a department to coordinate exports of SNo
Paulo goods to other Brazlllan states.

5. Transpertation - State-fontrolled Railroad C ies Raime
Fares e’lb' Foroesnt,.

The Governor of the State of Bfo Paulo signed decress on
gotober 10 raising fares of the State-contrclled Mo, » Sorocabana,
Araragquare, and Psulista rallways by appreximately pereent.

Comment:; Fares were raised becsuse the new minimm wage levels
which WeRit into force on October 15 lne d operating costs of the

Eﬂmﬂlo : . —l
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Agrioulture - Drought May Be Terminated

The drought in the State of SMo Paulo has greatly affected
agricultural production directly and indireotly. As a rasult milk
deliveriea in the City of 8%¢ Paulo have been redused by about 35
percent during the past two weeks, and plantings of pemnuts through-
out the producing ares were delayed.

Raing sterted to fall last Saturday over most of the drought
striken area., It has not as yet besn ‘ascertained whether the raln-
£all so fer is adequate to changs the sltuation considerably, but
it is sald that the ground in many areas 18 now being prepared for
the planting of the 1961-62 peenut orop.

for the Minister Consul Gemeral:
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1, Communigations - Tender for Sic Pauls D16 As
Telephone Service
2, Electriec Power ~ Swise Groups Want to Ba=l6 As
Pinsnce Sale of Equipment for Urubi-
pumgi Power Plant
3. EBxport Trade = Brazilian Railway Cars
for Urugney D=13,14
4a Yugoalav Industrisl Exhibit D=13
5, Plan of Action = Etate Governmemt to
Expand 600 Million Oruseires for
Sehools Dyl 17
6, State Government = Proposed Salary
Incrcases for Government Workers teo
Slew Down Development Projects D-=12,17
7. Transportation = State~Gontrolled
Railread Company Raises Fares D=16
8, Inflation = Prices Continue to Rime D=10
9, Labor = Bank of Brazil Clerks go om
Strike D=10,17
Labor = Metalworkers Resch Agreement D=l?
11, Soviet Traje = Soviet Oil for Petrobras®
ReEinery D=11

1. Commnications = Tender Por Sio Paule Tele Service

D.

Ventura

Ventura

Yentura
Ventura

VYentura

Ventura

log~-11/00°2g8

Ventura
Ventura

Ventura
Ventura

Ventura

The call for tenders to dperate the telephone servies of the city of sie

Pavlo was closed on October zo.' The scle propoasl was that of
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Telefomica Brasileira CTB, tha pressnt city telophone comcussiomaire, The
pmp:n! wil] be studisd by & epecial cosmission and submitted to the Mayor
of Sio Fmulo withim thirty days, BSixty days later the Mayor will amnounce
whether or not the proposal has besn aceapted,

Commant: City Hall officimla were surprised that no other propessis
wers submitted, It will be berad that nta of the tewder weis
published in newspapers in major cities abrosd (ses item 3, despateh 409 of May
5, and item &, deapatch 33 of July 28, 1961), It is assumsd that the heavy
initial outlay = the new comcessionmire would be required to buy out CTW, whoss
assets are over 3 billiom cruseiresl/in addition to spendisg sn estimted 2 billion
cruseiros im mew imstallations and eguipment ~— and the relatively modarats raturn
on the investsent (not mors tham 12 parcent per annum) discoursged bidding from
other talephone companies, CTB is still operating the city telephone service
despita the fagt that its contract with the Frefecture has not been renmeved for
soveral years,

2, Blectries Pover = Swiss Groups Wamt to Finanes Sale of Equipsent for Urubu~
pungs Power Plamt.

A group of Swiss businessmen have indicated sm imtarsst in extending
finaneing in tha value of UE$100 millfom toward the construction and equipment ef
the glant Urubupungh powsr plant (see item 4, despatch 38 of Beptamber 22), &
detailad propesal will bs submittad to Centrais Rlitricas de Urubmpumgh (CELUEA),

Commant: In August 1961, CELUSA had sclicited foraign fisameing from firms
abread In comnection with privata bide for the supply of equip for Urab A
(see item 2, despatch 47 of August 11), Bo far, companies from tha United Statss,
the Rurcpeam Commom Markst, Japam, o and hallovakia have indi a1

to submit bide, The proposals mmst ba submitted to CELUBA befora December 5, 1961,

3, Export Trede = Bragilisn Railwey Cars for Urugsy

Twe 8Zc Paulo Pirms, Fabries Hacional de Vagies and Companhia Brasfleira ds
Matarial Ferreviiric OUSRASMA, wers & m‘ﬁ?""‘m, together with Cowparhia Industrial
Santa Matilds of Minas Gerais, & joimt contract for the delivery of 150 railway
cars to the Admimistraeciom de Perrocarriles de) Estade, of Mentavides, Ureguay,

Tha value of the tramssction is approximately TE51,5 willien, Paymeat will be

5 percent on sight, and the balsnes aver a paried of sixz snd a half ysars, starting
sighteen menths after delivery, with & 7 percent annual rats of imtersst, in
additional #00 cars will be delivered if adequata sxport financimg cam be obtainad
£rom the Inter-imericen Deyvelopssnt Bank,

Commant: The Brasilisa coupanies hid agaimat 19 compamies from Great Britalm,
France, Belgium, West Germamy, Rolland, Italy, Speis, Rumania, Yugeslavia, Polamd,
snd Japan, They wers dad the t wainly b of their ability to daliver
the squipment everland snd within ten months from the date of the coatraet, Othar

bidders
1/ Curremt tate exchangs for finsmcial i is 1y 355,00 cru=

"~ _seives to USEE.00

[ wcusspmo |
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bidders offered subdbstantially lomger delivery terms,

4y Yugoslav Industrial Exhibit

A Tugoslsv Tndustrial Exhibit eopemed Ootoder 30 in 8ac Paule's Ibirapusra
Fark, Preducts displaysd include industrial -ehlury and -qntpu\t mall
agriculiural aquipmsnt, chenical materisls and p d s and scals
wodels of alactrie powsr plants and ships, The exhibit -111 rm.tl epen through
Rovembsr 30,

Commant: Aside from the fnitial of ing,the axhibit o=
which Ta ralatively smll =~ has received little press eu-nt. Ror is thare
any indicatiom that it is arousing mseh publia attendangs,

5, Plaa of Actiom = State Govermssht to 600 Milliom Crus §_foxr
Bchoo

The Govermor of the State of 88 Paulo suthorisad the ecomstruction of 21
schools in the city snd Stats of Sio Pauls, This program will cost sm estimated
622 million cruseiros and will ba carried out under the Government Plam of Action,
The mew schools will accomodute 18,600 puplls,

Commants Flan of Action activitise, which had slowed dowm in August and
Septembar of bar of this year, are now picking up agaim, but are, navarthalass, well
bahind scheduls,

6, Btate Government - Preposed Salary Increases for Government Workers to
Slow Dosm Devele] Projscts,

Tha Governer of the Stata of Sio Paulo submitted on Octobar 30 a bill to the
State Lagiolature cevering a 30 psrcent across-the-board incresse in the ealaries
of State employses, to bacoms sffectiva Jasusry 1, 1962. The bill alse proposes
a nunber of frimge benafits,

Comment: In visw of the sharp upturm in the eost of living (up 6 pereent in
S«pnilr lim}, and the gamerslly high wvage and salary incresses demanded by
workers and empleyees in industry snd commsres, the Govermor's bill is censidered
to ba very moderate, Thus, it will probably be immediataly approved »y the
legislatwre, The imcreased salarise, however, will cost the Htate Covernment an
additional sstimated 30 billien ntlllllu im 1962, amd will further delay work on
ths Goversmant Plam of Actiom amd other publiz work projects,

7, TIransportation = State~Controiled Railvesd Cowpsmy Raises Fares

The Governor of tha State of Si¢ Paule sigmd a decres om October 20 rafeing
farss and Ereight tariffe of tha State-controlled Estrads de Farro Bragantina by
approximataly &0 percanty

Comsent: The naw tariffs aligm the Eragentins raflway with the rates of
other State-controlled rddirosds, wvhish wsre raised by decres adriier in Octobar

[ owasemm | =
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(ies item 5, despateh 133 of October 20),

8, Inflatien = Prices Conticue te Rise

Frices of foodstuffs, servines, amd manufsctursd goeds continmued to rise
during ths month of Octeber, Rice, bemms, corn, and maat are up 5 to 10 percent
as compared with Beptembsr (sea item 6, despatch 117 of Omtober ). Prices of
constrection materiele have gons up by approximately 8 parcent, Shoss eoat 10
to 20 parcent more than in Septsmber, Real estata valwas have risen by an
eatimated 2 percent in the past month, MHentals undsr maw leasas have gone up 3
to 10 parcant,

Cemment: Most of thesa price rises are due in part te the new minimom
wage levels d decresd on Ootober 135, which triggaced salary and waga increasss in
nearly all Sio Paulo industries, Imcressing comesram at the rapidly risimg prices
of essential goods is being expressed by the busfnesa community and the local press,

9, Laber: Bank of Brasil Clerks go on Strike

Over ona thousand employeas of the S0 Paulo branech of tha bBank of Bramil
went on strikes on October 27, Like their colleaguas im Rio de Janeire and Santos,
tha bank clerks demandsed & 50 percsnt selsxy incremse, On ber 3, they d
to work after the Regional Labor Courts ded them an i averaging 42 percent,

Comment: The Bank of Brasil striks movemsnt in SSo Paule 4id mot spresd to
othar bamking organisations wainly becsuse smpippémsquickly granted substantial
salary increases, Tha strikes, howsywr, was detrimemtal to business us Import,
export, snd Tedfscounting utivlti.u wars practically paralysed for a wask, Rapre-
sentatives of the locel busimess commmity blamed the Federal Ministry of Laber
£or imsptnams i dealing with the strile,

10, [Labor: Metalworkars Reach Agreament

Following aun istervention of the Federal Minister of Labor, the Sio Pauls
Federation of Matalworkars and eaployers of matal, wachine, and elsctrical
appli wrkars hed an agr ut, on Ostobsr 31, providing a 45 peresst
inerease in uagas,

Cemment; Tha 45 p wags i is shat deceptive as tha settlasent
has wuﬁl stipulsating maxisum increnses and cut-offs, This will result in
highly skilled werksrs recaiving an imcreass of only 30 to 35 percent, while um=
skilled worksrs =- whoss minimum wages wars increassd 40 parcemt en October 15 w—
will probably be entitled to not wore tham 5 or 10 parcent,

11, Soviet Trade - Soviat 0il for Petrobras' Refimery

The Soviet tunker umnr'. urryi.ng a carge of 25,600 metrie tons of Seviet
oll destised to b Bar d

refinsry at Cubatio, docked at
Santoa, coming from uhau.
nt
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Comsast: This is the first substantisl shipmeat of Soviet oil to Santos |
in two mﬂu, sand ths enly appreciable movemsnt ef Boviet carge during ths

Seap Ay 7
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varig Caravelle Crashes

Panair do Bresil Purchase Completed
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1. Coffees Ml
Coffee exports during the mooth of September 1961 ware 1,601,877 begs
compered to 1,609,019 bags exported during the seme month of last year.

Total coffee exports during the current coffee parket year (July 1,
through September 30, 1561) were 5,046,426 bags compared to 5,036,725 bagn
exported during the same pariod last year.
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Wonetary and Piscal Policy

The Monetary end Flscal policy outlined by Prime Minister Tancredo Raves
in submitting the Government's Frogiam to the Congress on September 20, atresses
pinancial stabllity es a8 central requirement for sound economic development, and
promises to limit credlt expansion to the needs of economic growth and to take
ateps to reduce the Fedsral cash deficit. The Program ealls for a number of
institutionel chapges in banking structure, tex laws, and lava governing the

capital market.
{UNCLASSTFIED)

Gomment: The prospect that the @government, becsuse of the recent ¢hange to
s parTiementary system, may be able to push through some of the inmtitutional re-
forms suggested, such as the crention of g central bank and an agricultural
btenk, 2 scheme Tor financing of exports, the adoption of & general benk law end
sdoption of certain measures designedl to encourage development of B capital
nerket and to vuse these instruments to carry put 1ts monetary and fiscal policies
1s one of the bright spots of the Government!s program.

On the other hand, no specific measures have bsen proposed to ilncrease
revenues, reduce expenditures and reduce deficita of govermment enterprises,
Further, thera is no indication that the Govermment intanda to encoursge converte
ing coffee acreage 4o other crope or otherwise discouraging coffee output.

(OFFICIAL USE ONLY)

Minsral Resources

In outlining the governmentts policy on mineral resocurces, the Prime
Minister indicated that with regard to the large mineral rescurces =- the develop-
ment of which is enough to supply the meximum needs of Brazilian industry amd
still permit exportetion -- 1t will bs necesssry to regulate exports so that the
country is left with & peximum of benefits, not only in dlrect contributory
adventages, but indirect onem puch as empleyment, good vages, assistance to
workers, ebc.

As en example, emphasis was placed on the iron ore-producing indvatry, with
very little coment being mede concarning other minerals, The Prime Minister
sndicated that s policy of mineral exploitatiom to be adopted by the Government
would be presented at a later date. s
(URCLASSIFIED)
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r Comment: A stated 20-million ton iron-ore export goal for the Government-
ouned Companhia Vald do Rio DBce (OVAD) would sppesr to be unreelistic relative
10 any near-future date.

Although the report statas that mineral resources must be mobilized to the
benafit of the country by seversl means, including exports to produte forelgn
exchanga, the implementation of this policy would be made difficult by the obvious
and undsrstandable desirs to protact Govermment-ownsd enterprises, and as the
report states, all theme problems are being studied with the objective of protect-
ing the national interest.

(UNCLASBIFIED)

Induetry

The Government®s progrem in the field of industry represents little chenge
from prevous policies. The Government proposes maintaining for the naxt five
your period the 10% per ymsr growth rate of the last five years, Besic guide
1ines for industry will continue to be the substitution of imports, with induatrlal
development fundamentally in the hands of private enterprise while the Government
orients investment through tax and credit incentives. Froductien gosls for the
next five ywars for the various sectors of basic industry are, on the whole, pro-
Jectione of presently plenned sxpansion, Littls in the way of new projecis is
proposed. A new feature in the program, however, 1s &an ewphasis on increasing
exporte of industrial goods, particularly to Latin Americe, in fields in which
excessive productive capacity already exists. Oovernment credit agencies will
aseist in finencing such exports.

(UNCLASSINED )

Note: A translation of the Government®s Program was transmitted with Enbdes 310
of October 13, 1961.

5. Sumoc Fastructions 215 and 216

Thess Instructions, issued on Ssptember 25, establish mesna for the
finencing of exports of cepitel and dursble consumer goods, s well as yrovide
the bases for Pfinancing the production snd sale of nationally produced aquipment.
The finsncing of exports will be processed through CACEX (The Foreign Trade
Depertment of the Bank of Braeil) and the financing of the production and sale of
nationally produced sguipment, thro%cmuom Development Bepk., The
Instructions vide for the sale of ing Certificates” on the open merket.
(8se Embdas 3%: Qctober 24,

(UNCLABSIFIED)

Comment: According to the Director of CACEX, the Toatructions will lay the
SpuntaFlon Tor, e Patiosgl BPerb.Brh st S HEhSE 202000 e,
The Instructions are based on the sesumption that 1t will ‘be possible to mell the
"Financing Certificates” in foreign and domestic capital markeis, thereby averting
or at leest diminishing the inflationary impact which would otherwise arise from
these extensions of credit. The financisl sssistance to expombers is to be made
in such a wey ss to give them competitive advantege in foreign warkets.

-
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[_GACEK will also ettempt to eliminate existing buresucratic obstacles and red tape .

which at present hamper axporte.
(OPFICIAL USE ONLY)

4. Anti-Trust Dreft Bill Approved in the Chamber
On September 2§, the Chember of Deputles approved the Substitute Anti-Trust
i1l submitted by the Cormittee on Finance. Tt was moved that the matter be
pened for disct ion, but Deputy Berglo Magalhfies strongly opposed the motion
which was rejected. The floor epproved the bill, which vas jmmediately sent to
the Benata,

(UNCLASSTFIED)

Comment: As snticipated, the draft Wwill as redrafted by the Committes on
Finante was easlly approved by the Chamber thds time, considering that 1t in-
corporated all the substantive amendmenta of the Plenary, The originel draft
1111 of the Committee on Finence when first dscussed by the floor was smended
52 times before being sent back to the Committes for redraftlng.

: {(UNCLASBIFIED)

5, Cost of 1iving in Guenebara State

The cost of living for Guanahars State during the month of Septenber shows
gn incrasse of 4.7 per cent according to the getulio Vargas Poundation index.
The largest increases in the verious sectors were the followingt public aservices:
8.1%; furniture: 6,4%; foodstuffs: 6.0%. The mector with the least increase waS
pharmaceutdcal, with an 0.2% increase.

(UNCLASBIFIED)

the
Coyment According tofindex, yubllc services prices increased by 8.1%, a

factor which has provifed further impetus for wage read justments. Foodstuff
prices incressed 6.0% in Septawbar BS compared with 4.5% in the pravious month.
From January through Beptember 1961, foodstuffs inoressed by 26.2% ns compared
with 2,84 for the generel costof 1living index. (conparstile figures for the firet
pine months of 1960 were 6.24 emd 12,7 respectively)

(UNCLASBIFIED)

6. ‘Tractor Perte Exempted from Customs Duties

pecres 3,903 of Bepterber 20, 1961, effective through June 30, 1962, exempts
from customs dutles ani consumption tax, importation of injustrial equiyment,
spare peris and tools intended for the manufacture of agricultural tractors 1n
Brazil; the exemption 18 spplicable 8180 to the complementary parts imported in
accordsnce with the industrisl projects spproved by the Exscutive Group for the
Automotive Industry (GEIA) of the Development Council. (See Exibdes 240 of

‘tembar 2T 1961).
eptember 27 1961) (UNCLABSTFTED)

L
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7. Consplidstion of Brazilian Debts to Germany

An agreemsnt for the consolidation of Bragzilis commorcial debts with West
Germeny, smounting to TM %68 million, was signed by the two countries on Bept-
enber 25. In eddition, the West German govertment will grant Brazil long ‘term
credits at a lov interest rate smounting to DM 200 million to be used for develop-
ment projects.and will facilitate expanded credits ithe same amount to be used
for financing importsd capitel goods.

(UNCLASSIFIED)

B. Varig Caravells Crashes

A Verig Caravelle, cerrying 63 passengers including Governor Leonel Brizzola
of Rio Grande do Bul, the federal Ministers of Health and Mines snd cther members
of Congrass and the administration, crashed and purned upon landing et Brasilla
on Beptember 22nd. Miraculously, evaryone was eble to escape from the plane which
peceme 8 total loss. Therse were some aidior injuries and & few people suffered
burns.

(UNCLASSIFIED)

Comment: ‘The acciflent aypeared to have been caused by pllot failure; ab
the weme time 1t pointed out the insffective fire fighting equipment at the
Brasilia airport.

(URCLASSIFIED)

g, Fangir 8o Brasl) Purchase Completed

On September 28, the finsl act in the purchess by Panir do Brasil of the
remeining 30% stock owrarship of that line held by Pan American World Airways was
consummated in New York with the transfer of funds from the former to the latier
Company. The purchase ves inanced by the powerful s&o Peulo industrisl grovup
Roche Miranda-Mario Simonsen.

Announcement has besn mads of & Pansir order for four Caravelles with an
option to purchase two more. These planes would be used in Burope end South
America as & change of gauge in comnaction with papairts intarnational jet services.

{URCLASSIFIED)

For Ambu-ﬂoz
Contributors: j Ju h
Ttem 1 - Liallouz chd
Ttem 2 = ALFAnsoms /SENesver WBlomeyer
Ttems 3, 4y 5 - WElomeyer
Ttems 6 - 7 - Bagoldstein
Ttems 8- § - BSGAndsrson

DISTHIBUTION:

0L, ECON, USIg, Agric, Labor, Legal, Army, Bavy, Alr Ab.; JpuEMe Army, Alr Section,
FawM; Cangen, Sio Penlo; Consulates Brezil; Esbassias Asuncion, Buenos Alres, Ia
—%pgr, Lina, Montevideo, Panama, Quito, Santlago, Momcow; Coxmandar-in-Chief,

Caribbsan Command, Quarry .
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SUMMARY :

Damage to wheat and delay in planting of new rice crop have
Deen reported dus to heavy and continued rains in October. A
slightly larger wool produetion is expected this year compared
with previous clip. Good retail sales were reported in Oetober.
However, the industry is bsing ineremsingly pinched by slow
e¢ollections, Minimum wage in Rio Grande do Sul has been increased
by lO percent, The foreign exchange value of the eruzeiro
weakenad during the month, Few new loans belng granted by loeal
banks due to cash drains apd SUMOC deposit requirsments. A
bpillion deficit is estimated for 1962 State budget. Local banks
continue to inerease capital, Additional Unlted States PL-1480
wheat shipments errived during the month. The local Rice
Institute signed & contract for sale of Rio Grande do Sul rice to
Formosa. American investment reported ln asscciation with local
manufacturers. Banco do Brasll employees struck for an inerease
in salerys.

1. AGRICUITURAL DEVELD : .

[
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a, Floodg - For the past six weeks the state of Rio Grande do
Sul has heen lnundated with ralns, ceusing floods, landslides and
fransportation problems, Some districts in the South western part
of the State havwe been hit particularly bard, The planting of the
new rice crop has been retarded dus to heavy reins, and the wheat
crop apparently has been conslderably damaged.

b. Rice = It 13 reported that IRGA (Rlo Grande do Sul Rice
Institute) has taken up, tilms far, 2 million bagas from the
current rice erop, and I!:a.s ava:i.le& itself of ({3,500 million of
an approved total of (iS5 billion in Federal financing. Although
heappered somewhat by shortage of transportation, private dealers
are moving rilce to northern domestic markets in good quantities,
and the rising free dollar rate continues to improve the
attractivensss of selling thls commodity to internatlonal markets.

Ce E_g; = The annual Rlo Grande do Sul wool ellp, which
begins in October, is proceeding normelly, and forao&s{;s are for
a yield of 26'000 metric tons of rew wool, compared with the

revious year's yield of 25,000 metric tons, and et a price of
#454000,00 per arroba, or 15 kilos of top grade wool, The local
FE&OLAN (Federation of Wool Cooperetives)is presently negotiating
for Banco do Brasll financing of over ({2 billion for this year's
elipas

d, Wheat -~ Due to damage by pests such as septoris, glberela,
rust! stc.y 1n addition to heavy ralns, 1t is expected that this
year's wheat erop will agaln fail to reach expectations, and
probably will be less than Bst year's total of 270,000 metric tons,
Wheat planters are becomlng worrled and have appeaied to Federal
authorities for financial mld, Unless meapures are taken to improve
the quality of seeds, future wheat crops will contimue to be
disappolnting, a.ccorciing to growers,

£, DOMESTIC TRADE WD COMMFRCIAL ACTIVITY:

Salmry payments to State government employees have been
brought up to date, and this, together with the announcement of
the new minimum wage, have contributed toward good retall sales.
It 1s reported that {:ha indestry, while apparently satisfied with
the volume of orders recelved, 1s belng increasingly pinched by
slow collections.

Comparative figures of total sales for September 1961
(latest figure available) and August 1961, and September 1960,

are as follows:
(In thousands of cruseiros)

September 1561 L‘l._lggst 1961 September %ﬁo
29 2742l 479 22,000,5

!2 0 3
Source: ﬁudget Bureau, State Treamtry .
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Protest of trade bllls for September 1961 (latest figure
availableé amounted to [{8,293,048, as compared With 17,538,319 for
Augnst 1561, and 6@38,158 737 33 Soptember 1960, The lower flgure
for September 1G€l resuiteé from the political crisis during which
no protests wers accepted by the local authorities,

A decres was signed in Prasilia, effective as of October 15,
1961, increasing the present minimum wages in Brazil by 10 percent.,
Imtﬂlo Grande do Sul the minimum wage was increased from (§8,000,00
%o (§11,200,00 per month, Coummerce leaders in Rin Grande do &ul
dpsued a mn:l.:l‘ssto' axpressing their apprehension about the
Pederal government's growing tendency to intervene in private
economlc matters, This, they stated, will finally bring ebout the
adoption of totalitarien methods.

3, FOREIGN TRADE:

a, Rice =~ On Detober 25, 1661 the local Rice Institute and
Mr., Sherman Wang,the latter representing the Formosa government,
algned a contrao'a for the purchase of 10,000 metric tons of "Blue=
Rose" rice from Rio Grande do Sul's 1950-61 crope It was gtated
that thls shipment will earn about US§l.5 million.

b. Wheat = About 14,000 metric tons of wheat arrived here
from the United States (PL-LB0) during the month of October, The
discharge of this wheat was routine, with only a small amount of
water spoilage reported.

c. Montevideo Treaty - Wegotlations are underway among
slgnatories of the Montevideo Treaty in conneetion with the exchange
of aommodities selected and pertinent tariff concesslons, Logal
industry and commerce leaders have been cantious in thailr publie
statements about the ultimate success of the Latin Americen Fres
Trade Zone.

L« INDUSTRY AND INVESTMENT DEVELOPMENIS:

a. New P:_l%g - SAMESUL S.A. Inddstris e Comérclo was set up
in Rio Grande do Sul through the associatlon of Dana Corgaration
of Tolado, Ohloc, in collaboration with two of the larges
industries in this State, Albarus S,A, ané Cyprisno Micheletto -
The Company with an :Lnitlal ¢apital of #35 million will construc%
a motor vehicle spare-part plant in Forto Alegre principally for
the manufacturs of clutch dlses,

Ss ON D I $

According to IBGE (Brazilian Gecgraphy end Statistics
Institue) there are presently 26,000 telephones in use,including
extension lines, or 14,000 actuai subecribers In Forte Alegre
which gives the low Tation of 1 telsphone for U5 people, in :[958,
the entire State had 21,941 subscribers, or & total of 36,165

+
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telephones installed, The Statats population is now eatimated at
5,400,000 people and no major improvement has been fortheoming to
a 1eviate the teiaphone problem,

6,_FINANCEs

8o nge - During the month of Octoher the forelgn exchange
value of the cruzeiro weskensd, fluctuating from a high of @295.50
to a low of (329,00 per dollar, The average rate was §31l4.52 as
against @§297.38 in September 1961,

The amount of 11,200 special category dollsrs was sold at
import suctions during the month., Agios reached an average of
#676.92 per dollar, No agreement dollars were offered for salea

be M Conditi w It ia rTeported by a rellable source
that locaE tanks hove racovered from last montkfs political crisis
aufficlently to replace maturing digcounts for regular clients,
However, it ie stated that due to cash drains resulting from
reinstaismant of higher SUMOC (Superintenderey of Money and Credit)
depoait requirements and from final income tax payments, new
loaning operations arse being avolded, Exchange turmover rose
during the month in & highly erratic market, according to a local
banking source.

¢. 1962 Stats BudEet - A deficit of about §jL billion is
expected for the 19 Z Rio Grande do Sul tudget. (See Consulate's
despateh ne 19, October 10, 1961,)

d. Porto Sudget = The 1962 tudget for Pirto Alegre
was recenth submitied % The meyor &o the local Council Chamber
for discussion and approval, Receipts were estimated at
{3,013,419,000, and sXpenditures at i3 4167 ,991,572, leaving 2
Gotioil of G5M,5724572

8, Teas ital = The Banco do Eatado do Rio
Grande do Sul %ofﬂcial s%gte bank}, and the Baneco Industrial e
Comercial do Sul, two well-known a.m! respectable instituticns
have each dec:l.de& to inaremse thelr capltal fom #500 million to

# billion,

T. LABOR:

Iate in October, the locel employees of the Banco do Brasil
struck for a 50 percent increase 4n salary, with a ninimmn
increnge of ({#10,000 per month. This strike was started by Baneo
do Brasil employaes in Guanabara state, followed by other branches
throughout the country. Strikers! demands were met with a LO

percent increase snd a pinimum of (miooo.oo per month, effective

as of September 1, 1961, with en additional increase of Z0 percent

UNCLASSIFIED
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to be effective as of Mareh 1, 1962.

Tt 1s believed that the mewminimum wage recently put into
effect will cause the discharge of unskilled labor in order to
reduce operation costs.

Early in November, commercial bank employees in Rlo Grande
do Sul will start collective bargaining with employers for

another annual increase in salary, taking into conglderation
increaged llving costs, Dmployees are demanding 50 percent

increase,

Parcy Warner
Amerlcan Consul

cc,: Amembasay RIO

UNCLASSIFIED
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SUBJECT: Brazil's Financial Problems

DATE: November 7, 1561

PARTICIPANTS: Ambassador Dias Carneivo, Head of Economic Section of
Brazilian Foreign Office
Q Anbassador Hoberte Campos, Brazilian Enbassy
Mr. Marcilio Moreira, Third Secretary, Brazilian Enbassy
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After e meeting with Mr, Woodward (see separate Memorandum of Conversa-
tion), e participants went to Mr, Barall's offiee where Ambassador Campos
Joined the group.

Ambassador Dias Oerneiro explained the purpose of his visit along very
mich the same lines as he had earlier.

Mr. Berall expressed considerable interest in Ambassador Dias Carneiro's
remerks about the effects of the Eurcpesn Common Market on Brazil's exporte.
He said that the United States Government is also concerned over the problem,
especially with regard to our agricnltural exports. Mr. Barall informed
Dias Carneiro that the Department would see what action could be taken to support
Brazil'a position on this issue. He added that he hed recently mentioned the
question of Germany!s high taxes on coffee to a West German Government cfficial,
who had indicated he expected the tax would be reduced substantially in the near
future, but doubted whether there would be a marked inerease in coffee consumption
as a result. Ambassador Dias Carneiro seemed pleased with the prospect of a tax
reduetion and commented that "Brazil would be happy to take the risk of increas-
ing coffee sales if the tax were lowered."

Mr, Barall then mentioned our concern over Bragil's failure to comply with
the commitments made at the time of the financial negotiations between Dilleh
and Mariani. He raferred in particular to SUMOC 219 which reinstituted a =2
miltiple exchange rate system in contradiction toBrazil's anmounced intentione "eem
| and, in fact, is a retrogression from SUMOC 208 "i{Eaite established a unitary
TORM Ds.1254
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exchange rate. Mr, Barall expressed satisfaction with Dias Carpeirc's explana-
tion that SUMOC 21% should be considered as a temporary measure. Dias Carneiro
stated that the action was taken to stave off pressure from the Brasilian Congress
to take steps to stabilize the exchange market. Members of Congress were agita-
ting for the enactment of laws wiich would have established strict impert contrels
and other undesirable financial measures. He said it was essential to take some
immediate action to prevent such steps and while he dld not personally favor the
mltiple rate system, it hed succeeded in stelling Congressional action,

Ambassador Campos commented that he had just completed a telephone conversa-
tion with Finznce Minister Moreira Salles on the subjeckt, The latter had indicated
that iP the IMF would relesse $40 millicn and Export-Import Bank would agree to
release the last $8l million of its commitment, SUMOC 219 ecould be rescinded im-
mediately.

The new PL 480 agreement was discussed along the same lines as in the earlier
meeting with Mr, Woodward. Dias Carneiro stated that a decision was taken at 2
Gabinet meeting recently that wheat and sugar should be treated as two Separate
problens and no attempt ghould be made to barter sugar for wheat. Mr. Barall
responded that this was welcome news, &3 the barter proposal had presented serious
problems for us.

CONFIDENTIAL
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1. Coffee Exports

Coffes exporte during the monkth of October through the 19th were
875,602 ‘bagacompared to 635,819 bags exported during the same period of last
yeBT. e

b
o

Total coffee exports during the perdod July 1, through Octobsy 19, 1961

ware 5,922,020 bege compared to 5,872,544 tags exported during the same peried

of last year. (& ] :;
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From RIO-PEJANEIRD — —

. SUMOC Instruction 217 -

on October i, SUMOC issued Imstruction 217, permitting foreign exchange
procesds arising fram exports of cacag beans or paste to be negotiated et the
rate prevailing in the free market, A contribution quots of fifteen percent of
the foreign exchange must be remitted to the Buperintendency of Money and Credit,
the funds to be used for protection of cacag producera. Exports of cacmo by-
products yere also placed on the free market. The same Instruction reduced by
two dollars the contribution guota relsting o the exportation of the 1960/61
coffee crop (July 1, 1960-June 30, 1961) and previcus coffee crops. (See Bab-
despatch 334, October 20, 1961) (UNCLASSTFIED)

Comment: Previously, esporters of cacac products were pald at the fixed
rate of Cryell.00 per dollar. The measure is another step in the direction of
bringing all exports end imports into the free market.

(UNCLASSIFIED)

3 Oivil Servants Demand 504 Wege Increase

Teaders of the Confederation of Civil Bervants of Brazil had an inter-
view with President Jodo Goulsrt during which they demanded a 50% amlary in-
crease in view of the iIncreased cost of 1living and the new minipum wage for
workers.

Anide from the increase, meversl other ‘benefits were demanded smong which
were exemption of income tax for civil servents and one month's salery sm
Christmes bomus,

(URCLASSIPIED)

Comment: The outcome of the Civil Bervice wage 1ssue 1s 2 matter of
great sIgnificence to the Government!s efforts at monetery stebilization. A
wage hike seems inevitable, particularly in light of ipdicetions that the major
pert of credlt expansion in the pest slx monthe can be attributed to deficit
spending in the public mector, PBut with the total federal wage bill (military
apd civil) constituing some L0j of the total Federal budgeb, it w111 meke s great
aifference vhether such a wage hike is effectlve December 1 or if it is made
retroactive to July 1 as in the case of some of the malary incresse bille passed
last ymar.

(OFFICIAL USE ORLY)

k. Forty Percent Increase In The Mindmum Wage level

In & meeting with the President of the HRepublic, the Federal Cabinet
Aecided on 8 forty percent incresse in the minimm wage levels throughout the
country, in accordance with & decree to be effective &8 of October 16, 1961.

(URCLASSIFIED)

Comment; It is noteworthy that the minimum wage level resdjustments
have been out of 1line with the cost of 1iving imdex incresses. Between December

| S
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1958 end October 16, 1061, the legel miniwum wege in Rio went up from

¢r$3,800 to Cr$13,4L0, by means of three sdjustwents wede in Jaousry 1959 (5T4),
October 1950 (60*2 and October 1961 (404). During the same pericd (December
1958-October 1961) the cost of 1living ipdax of the Getulfo Vargas Foundation

in the State of Guenabers increassd by 106%.

(URCLABSIFIED)
5. Petrobrds Plans to Enter Distribution of Petrolsum Products

The Netional Petroleun Council at its mession of July 18, 1961, as reported
in the Diario Oficisl of August 1, 1961, granted Fetrobrds' request of Februery
12, 1960 for suthorization‘to enter into distribution of refined petroleum
products by setting up service stations neer its refineries. The suthorization
i still subject to certain formalities. Bources in Petrobrds state that the
company at present plans only to instell retei) pervice atations et the entrance
to 1%s refinaries at Cubatio, Mataripe, end Dugue de Caxles, mainly ss ‘propagenda
or a symbol. At present Petrobrfs!only retail service station is in Brasilis,
Work is now going shesAd to bulld a station et the Cubatdo refinery on the 8io
Paulo - Smntos highwey.

(UNCLASSIFIED)

Comment: Petrobrds scurces bave stated that apert from setting up & few
symbolic Tetall stations, the company has ho plens for entering distritmtion in
the nesr future, although eventumlly 1t will undouvbtedly enter this field. This
mource pointed out that the profitable areas are alreedy served by existing
distributors, and that for Petrobrés, which vas grented no monopoly for distri-
bution, to enter this field would probably involve acquiring sn existing distri-
‘buting company.

(OFFICIAL USE ONLY)

6. Creation of CEFEG, Companhia Progresso do Estado da.  Gusnsbara

On October 23, 1961, a lew cresting the Companhia Progresso do Estado da
Guansbara was signed by the ecting Governor of the Stete. The State Covernment
i to control Bt lesst 514 of the voting sheres and the Governor is authorized
to open credits up %o Cr$600 million for expenses of establishing the compsny.
COPEG I8 to De an autonomous State controlled corporationto promote investment
in industrisl enterprises in the State of Guenabara. More specifically, 1t plens
to set up industrial zones on Governwent-owned land in the State for light and
medium industry where it will tuild facilities for sele or rent, guarantee
talephone and power service, and finance installetion of new industries. The
company also hopes to provide tachnical services for prospective investora. The
project is intended to be similer to that cerried out in Puerto Rico by the
Industrisl Davelopment Company.

L _
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Cotments COFEG's mtatutes sre nov being prepered egnd the former
Secretery of Agriculture, Industry snd Commerce of the State of Guangsbara hes
teen pppointed President of the corporation. XV is underatood thet in addition
to State funds the organization is interested in obtaining sssistsnce from
international lending orgenizations.

(URCLASSIFIED)

7. Rin de Janeiro Bus Feres Increased

On October 16 bus feres for Ric de Jenelro were incressed by 40 percent
am & result of negotistions arising from the strike of drivers snd other workers
in the urban bus system.

Comment: The strike for higher weges, which started on the 1lth end
contimed through the remsinder of the week wom supported by 81l elements of the
workers gnd immobilized mome 4,500 vehicles in the city. Street cers, which hed
previocusly raised thelr rates, labored under the increased burden placed upon them.

(UNCLASSIFIED)

8. Avistion Notes

Tt was announced that VARIG would inaugurate in November a line from
Rio de Jeneiro to Los Angeles vis Sdo Peulo, Lims, Bogotd snd Mexico city, This
service, which would use Boeing T07s would compete with Braniff a long part of
the route. Upon recelpt of Convalr 0908 early next year VARIG will be in B
position to offer Jet flights to Tokyo.

According to reports the Uruguayan Alr Force bas initiated military
transport service with C-W7s from Urugusy to Porbo Alegre-880 Paulo-Rio de
Jemeiro for the purpose of transporting VIPs in the diplomatic, cultursl snd
sports worlds.

(URCLASSIFIED)

Cowment: This mervice is siwilar to thet provided by the Brezillan Air
Force (FREY To severnl South American countries.
(UNCLASSIFIED)

9. @overnnent Decrees Simplify Export Procedure

The President of the Council of Ministers signed on October 20, five
decrees providing for the adoption of measures designed to incresse Brazilisn
eaports through "cutting down on ‘bureaucracy”. -

The principal measures adopted by the government inclﬁ'keg
1. Abolition of registration of exporters with the Rural Economy Register;

2. Unification of working hours of government agencles reasponsible for
the inepection of export commoditien;
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%, Estebliskment of a minimum time 1imit of three dsys before shipwent |

f£or exporters to request classification of comnodities from the Hursl Economy 1
Service of the Minlstry of Agriculture;

L. Abolition of vises oh licensmes or commercial involces covering
export commodities, with the exception of those relating toi e) commodities
which ere prohidited by law from exportation; D) arms, ammunition, narcotice,
strateglc materiels, minersls, objects of artistic, cultursl or historic velue;

5. Exemption from export licens s of remittances of
gemples and parcel post pac antitias. This
provision does not epply to commodities which are autieble in the country of
destination when shipped Dy parcel poBt. ghipment of coffee semples will be
regulated by the Brazilien Coffee Institute.

(gee pbdes 589 of November 8, 1561) (UNCLASSIFIED)

Comment: The decrees yere tased upon the recommendations of one of four
pub-groipd Into which the Commission for the Encoursgement of Experts was divided.
The sub-group, charged with simplifying export regulations, was headed by the
Director of CACEX, Antonio Gomes Tavelra, snd included reprepentatives of pro-
ducers, governmental agenciens directly connacted with exports, end CACEX
specialista. Although the specific task mssigned to the sub-group hes been
sccomplished, the group will continue its activities in reletion to new problems
which srose during its cpneiderations; wpon completion of 1ta deliberations,
the group plans to mwake an additionel report to the Ministry of Industry.and
Commerce.

(UNCLASSIFIED)

10. Econgwic Mission Visits Brazil

A Jspeness Economlc Mission, headed by Makoto Watansbe, Secretary-Genersl
of Japen's Commission o Raw Materisls, end including representatives of various
Jepanese industries, visited Brazil to examine possibilities of incressed trade.

——The—mispionTe dly entersd into pegotiationn with representstives of the
Companhis 4o Vele do Rio Doce for the purchese of 10 million tons of iron ore
snd also undertook studies of the Brazilian port end rallrosd systems, with a
view toward recomsending to Prazilisn authorities certain improvements thet
might be undertsken to facilitate the shipment of the ore.

Por the Amha.ludol ;
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mﬁcongen J%0 Paulo

rtelegram on November 7 to the Federal Minlster of Finance I'ecn:Lent-_'I
ing the revocation of SUMOC instructimn 218, the gradual elimination
of the Bank of Brazil import and export% notes, and the easing of
credlit restrictlons.

Comment: Importers are having increasing difficulties in
ralsing funds to cover the purchase of 150-day Bank of Brazil
notes which they are obliged to buy under SUMOC inatructions208
and 218 in a cruzeiro amount equivalent to one and a half time the
foreign exchange they purchase. Inasmuch as the Bank of Brazil notes
are dipcounted at about 10 percent below face value, dependent upon
date of maturity, they yleld to the buyer the equivalent of approxl--.
mately 30-32 perdent a year, As a result, trading in stocks, shares,
and acceptances has dec¢lined sharply, and quotations have fallen,

The local business community is generally uneasy at the recent
stopgap measures SSUHOC instruction 219) and suggestiona (creation
of a "soript” or "strong” cruzelro of Cr#200 to US §1.00) which
gre belleved to reflect the indeclsion and uncertainty of the
Federal Government in dealing wWith the country's finaneial
problems,

2. Budget - Stabe Legislature Approves SSo Paulo Budget for 1962

The bill covering the 1962 budget of the State of SHo Paulo j
(see item 2, despatch 98 of September 22) was approved by the ~
State Legislature on November T, The bill called for a balanged
budget with revenue and expenditures each placed at Cr$l60,646,250,000.% ]
However, the assembly also approved amendments which increased !
expenditures by approximately Crf§l billlion. The budget will be
unbalanced by an additional Cr§2.7 billion to cover increases in
the salaries of government-employed schocl teachers, and by another
or§23.4 billion if the 30 percent increase in government salaries,
now under, conglderation by the Legislature, goes into effect on
Jenuary 1, 1g62.

2k

Comment: The increase 1n current deficit of Cr§l blllion
was oceafiloned largely by one amendment which raised .allocations to
aash 6f the State Depubtlies for distribution to charitable organiza-
¢ of hia cholce, The probable additlonal defieit of Cr§26.1
biliion would be covered through credit operations and the
tpeniement of some publie worka.

5 3.. 'Labor - Strikes and Settlement in S&o Paulo

The sharp rise in food prices and the coat-of-llving, combined
, with reported left-wing agitation, resulted in some labor unrest ln
»!,j!o Paula. A partisl strike at General Motors do Brasil S. A. was

b
i 74 Approiilmate rate of exchange is currently: Cr§335 equal _J
US§l.00. =
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i—declarad 11legal by the Reglonal Labor Court, but it was several _|
days hefore workers returned to work. BRank clerks of all banking
organizations, (in the city of Sfio Paulo, other than the local
offices of the Bank of Brazll, Wwent out on a two-day strike. After
having accepted a forinight age salary increases proposed by employers,
they reopendd the matter by demanding the same levels &8 those
subsequently negotiated by their colleagues in Rlo de Janeiro.
Bank msctivitiles returned to normal after the clerks accepted &
settlement averaging & 40 percent increase with a clause foreseeing
an additlonal 20 percent in March 1962,

sState employees are dissatiafied with the 30 percent acroapg-
the-board sglary increases propoged by the Governor of the State
of 880 Paulo and now under study by the Legilslature (see item 6,
despateh 143 of November 3).

Pollowing the intervention of the Federal Minister of Labor,
agreements were reached wlth workers of the printing, weaving
and spinning, paper and paperboard, and glass induatries, The
workers were granted wage increases ranging from 10 to &5 percent.
The settlements, however, have provisicns stipulating maximum
cruzeiro increases and cubtoffs, which limit raises in many cases.

4. TIndustry - 88c Paulo Manufacburers to Produce Diesel Marine
Engines Ior Ocean-iK Oing VesBeln

Two manufacturers in S4o Paulo, and enother 1n Rlo de Janeiro
were authoriged by the Executive Group of the Naval Industry (GEIN
to manufacture diesel maring engines and heavy equipment for
ocean-going veasels. Over 3.8 billion crugzelros will be invented
in the three manufacturing programs.

MAN Fébrica de Mfquinas e Motores Diesel 3. A. of Osasco, S.F.,
wlll put up racilitles to manulacture marine engines to total 75,000
BHP annuelly. It will recelve financing in the amount of 18 million
West German marks from MAN-Maschinenfabrik Augsburg AG, of Nuremberg,
Germeny. Indistrias Villares S. A. of SHo Bernardo do Campo, 8. P.,
will inves®, Gogether with Furmeyster & Waln of Denmark, a total
of 800,000 dollars to produce motore et an snnual capacity of
50,000 BHP amnually. The third company, Ishikawajima do Brasil
Estaleiros 8. A. of Ric de Janeiro, will produce iIe;ael_mB_S"r with
“Thie CSCATLZEI End financial aseistance of Sulzer Fréres S. A. of
Switzerland.

comment: OEIN 1s taking a number of measures t0 enséure the
gradufl nationalization of the incipient Brazillan naval industry.
The local manufacture of medium-sized diesel marine engines for
ocean-going vessels is & step forward in that directlon.

(. _
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i_'5. Electric Power - Last Generator Group Starts to Operate at j
& Wer Plan

B
FORM Fa.4saa
4-1-00

The sixth and last group of generatoras, to develop 65,000
kilowatts, was installed at the gilant Cubatfio hydroelectric power
Plant. The group i# now under eXperimental operation. The ]
8ix new generators were supplied by the Canadlan subsidiaries of
Westinghouse Corporation and deneral Electric Company. The
plant's overall capaclty 1s nuw 390,000 ldlowatts.

Comment: The Cubatfio hydrcoelectrie plant 1s at present the
largest In South America, and the second largest underground
plant in the world. The plant is run by the Canadian-controlled
B&c Psulo Light S. A. Servicos de Fletricidade.

6. Foreign Trade - Three Trade Missions in S83o Paulo

Three trade missions visited S&#o Paulo during the perlod
under review. A Mexican Industrial Mission, composed of leading
businessmen, was in SNo Paulo November 3 to 5 to study the
posslbllity of importing Brazilian manufsctured goods, including
rallway and electrical equipment, lathes, motors, textiles,
and plastics, and to atudy the reduction of customs tariffs between
member stateas of the Inter-American Free Trade Assoclation.

Thirteen mewbera of Sweden's Gothenburg Chamber of Commerce
were in 580 Paulc November 9 - 15. The party discussed, with
members of the Commerclal Assoclation of the 5tate of B8o0 Paulo,
possible meana of developing trade between Sweden and Brazil,
now malnly limited to the export of Brazlllan coffee 1n exchange
for paper pulp and chemical raw materials.

The first New Zealand trade misslon to vlglt Brazll arrived
in 8S8c Paulo November 14, bDuring its three day stay, the mission
wlll mee% wlth officers of the Federation of Industries and vislt
a number of local industries, with a view to determining the
typ; o§ trade that can be developed between Brazil and New
Zealand.

Comments The pubstantilal number of forelgn trade missions
that vISIited S%o Paulo in 1961 indicates an awareness abroad of
the advisability of expanding trading activitles with Brazil.

7. Mining - Goids Wants Pederal Assistance to Extract Nickel

The Governor of the State of Golds sent & memorandum to the
Prime Minister of Rrazil outliidng the advantages that can be derived
by Brazil Af faclilities to mine and process nickel and other
minerals were set up - in the munlcipelity of Niguelandia, Golds.
|_A project to put up & metalurgleal plant to process nickel and _l
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I—allied minerals at the rate of 10,000 metric tons per year wes j
approved at a meeting, earller this year, of Brazll's state
governors at Culaba, Mato Grossoc.

Comment: According to the golds State Governor, should
this project be implemented, Niquelandia's preoductilon would meet
the country's entire niakel requirements. Substantial financing
from the Pank of Brazil would, however, be required.
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SUBJECT: MORTHLY ECONCMIC SUMMARY - OCTOBER, 1961.

-

Phe economic situatlon during the month continued to be. unsettlad due
+p uncertainty about Government policy and increasing inflationary pressures.
There was speculation in the exchange market and the cruzelro continued to
decline. The Government took steps to discourmge exchanges market speculation
culminating in issvance of SUMOC Instruction 219 setting up seperate exchange
markets for cial and fi ial transactions. Interpretation of thie
instruction created problems in banking circles and led to the development
of m substantial bleck market in foreign exchenge., In the lsbor fleld, the
Government-decreed 10% increase in the minimum wage went into effect on
October 16, In addition, strikes by bank workers in Rio, Sio Paulo snd other
cities resulted in imsediate wage increases of 40% with furthar incremses to
follow within six months, Bus drivera in Rio also received a LO% increase in
wages after & four day etrike. The cost of living incremsed b, 7% in Rio during
the month, which was the same as the increase for Sepletiber., BSince the first
of the year the cost of living had increased by 27.3% as compared to 15.8%
for the seme period of 1960,

Long-terns investwenta, particulsrly foreign investments, were being
held up until Govermment economic and financlal policy became clearer.
Temedists business conditions, however, wers good as sales increased during
the year-end ssason. Increased sales wers elso appavently due to wage
increases and a desire of purchasers to hedge on future inflation. Industrial
profuction sppeared to bave increased slightly.

[
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Ficancial developmnts in the month of Octob
- am to government financial policy end comfuslon snd:speculation #n the exchange
merket, GSevaral steps were taken to discoursge exchange market speculation
culminating in the issuance of SUMO¢ Tnstruction 219, the interpretation of which
created problems in banking circles and led to the devalopment of » substantiel
plack markst in foreign exchange.

On October 9, SUNOC issusd Tostyuction 218 req
i1 sgainst the dalivery of 5 monthi,

monthly report, import letters are

4mporter at & substantisl diecount. The 14 on such discounted letters which
bad rather steadily been sbout 2.8 to 3.0% incremsed during the month to slightly
over B% reflecting the accelegmted pace of inflation).

By Instruction 219, issued on October 26, BIMOC establishad that export
esrnings could only be scld for ganeral category imports laaving invisible earn-
ings as the only legitimate source of foreign exchange for financial transactions,
1In addition, the Instruction provided that for all snlea of foreign excbange for
financial transactions banks wust deposit with the Pank of Frasil for 180 days
without interest 504 of the cruzeiro countervalus of the sale, This instruction
hes badl the effect of establishing two major foreign exchangs merkets in addition
to the Black sarket and nuserous minor warksts, The yress reaction to Imetruction
210 bas besn generally unfavorable, However, the Brazilian Government has taken
the position that the is a P + one designed to discourdge capital
flight and epeculation to which the Govermment bas attributed the weakening of
the cruselro. .

The SUMOC Council, on October b, 1961, recommended that the Bank of Erazil
and the National Development Bank the tage of the P of
shaves (over and shove the usual guarsntees) in cases involving financing
arrangesents for re-squipment, renewal of facilities or the purchase of machinery,
thershy implementing law 2,300 which provides for the issusnce of shares for

bank losn gusrantes, The jurpose of the law is to convert loan capital into

risk capital in order to release funds to be used for other losna. The National
Development Benk has already ‘begun operstions pursuant to the STMOC Council?s
recommendations.

Also during October the General Assewbly of the Bank of Frazil spproved
s dscentralized set-up for ibe Agricultural Credit Department, as followsy the
Industrial Credit Department was established ms & sepsrate
Airsctor baving country-wide Jurisdiction; and the Agricultural + Department
z;. »; ieeﬁgu ihree areas of jurisdiction (Seuth, Center snd Forth) with one
rec .

Deputy Daniel Fersco, Chairsan of the Economic Committee of the numi

b i
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| Chamber of Deputies, submitted e long report on the problem of remlitance

of profits sbroad, suggesting some modification in the "Remittance of Profits"
bill submitted by Ex-President Quedros on August 3. (sse Endan 98, August 9).
The apmtt did not chenge the basic philosophy of the Qquadros Bill which was
designed to encourage investments of profits apd discoursge distribution of
yrafits whether of foreign or national companies. This would be done through
the mechaniem of tax incentives (the tax reform bill submitted to the Congress
late in Novesber by Prime Minister Neves containad provisions for the taxation
of aistrituted profiis somwewbat along tha seme lines),

A maw approved by the Council of Ministers was sent to Congress
covering the constitubional pracept establishing the payment of a famill: wege
to workers. ' This wege would be established at 5% of the ragional minisus wage
formhchlnorthummrhlwlknulofm, to e paid by the
employera to the pective social urity institute.

- During October, paper money lssuad aid not incresse, remaining uncbanged
at (r3e88.0 billion as et the end of September last. Cr$15 billion of this
amoynt, representing a portion of crisis 1ssued currency which had flowed back
to the monstary sutherities, wes comsitted to e separate, sterilized BUMOC
sccount,

The customs tariff conversion rate (fiscal dpllar) wes set at C S.Eg
for the month of October, substantially up from the Septesber rate of C 262, k2,
The ﬂncihdolhr rate in besed on the aversge free market rats for the yast
three mouths.

The cost of living index of the Getullo Varges Foundation for the State

of Guansbars (Rio da Jameiro) indicated sn increase of L, 7% for October which
sn equal figure for September last. For the c ble months of

1960, the corresponding figures were respectivaly 3.6% avd 5.9%. The cumulative
incresse in the cost of living index by the end of October of this year smpunt-
od to a'r.;j as cowpared to 15.8‘ for the same period hltcgur. The average
check buying rete in the frea market for October was Cr$308.00 to $1.00 which
compaven with Cr#289.00 to $1.00 in the previcus month, the ¢ 1e
months of 1960, the corresponding figures wers respactively 0r$189,09 and Crd187.47.
Due to & prolonged bank strike, there were no fres market gquotations during
aeveral duye of the month. The cruzeiro sterted off et C .00 to $1.00 (check
Puying) on October 2, then steadily deteriorated %o L‘::JI0.00 to §1.00 on the
16th with the cambic rate closing at month®s end st Or$3h0.00 to tha dollsr.

Dus to SUMOC Tnetruction 219, howsver, the exchange rete plcture wes a
confused one. The Benk of Erasil which, ss & result of £19, now controlled moBt
of the fore. exchsnge, quoted its own rate of 300-307 to the dollar
M for both iwport by and £i ial
transactions, selling the latters howsver, only on & casa-by-case basis. at-
side the Bank of Brazil commercial rates acd fimsncial rates varied somewimt:
from bank to benk with the Financial rate, contrary to the gmr_nt'- intent,

|
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being lower than the commercial rate during most of the month, A further
confusing factor involved the sale of traveller's checks which, in amcunts up
to 3250 per person per month, were permitted without the pacessity for depomit-
ing 50% of the crureiro counber-value, During October, the traveller's check
rete fluctuated around Cz$330 (selling), {declining substantially in Novamber
after lssuance of the reguirement that purch ba recorfied in the purch ig
pamsport).

According to the dsily aversge compiled by the Bolse de Valores, the
cruzairo on the Rio da Juneirc free exchange market stapied the month at
cr2gh. 6l to the dollar, then dateriorated stesdily to Crd3512.48 on October 28,
to close at Cr$307.90 at the end of the mouth. Tha menthly sverage was Ur$305.208.

Trade and Indutry:

Uncertainty about the future has continued o hold back nsw investment,
foreign anl domestic, through projects under way by establisbed firms wers going
shead. Business generally was gooll during the month. BSales volume was up from
the previous month due to increaped purchasing power resulting from wager in-

and ! to buy now ms & heige against anticipated price rises, as

a
well as to B sessonal increase at the end of the year.

It was reportsd that the Minister of Mines and Energy has appointed a
work growp to sxamine revision of the Fletrobrds law enscted in April of thie
year but not yet implemanted, Particular attention apparently will be given to
Btudy of the advisability of establishing a uniform price for electric power
throughout the try. The G t wes also reported to be considering weys
of assuring contimied revenues to Petrobrds, since Petrobrds * share in the
present sole tax on fusls is due to end on December 31, 1961,  Petrobrds is
also studying the possibility of forming subsidisriss to facilitate sesociatiom
with. private capital in certain ssctorm, particularly the petrochemicel industry.
For this purpose Petrobrds officisls have bean visiting Italy to study the
Ttalian Btate Patroleum Cowpeny which cperates under & similar systam.

During the month of September production began on schedule at the
Patrobrds Dugue ds Caxias refinery nesr Rlo. Producticn of gasolins and certain
other refined products fs now totalling ebout 75,000 barrels per day, varying
according to demsnd, Pressnt cepacity of the refinery is 90,000 baxrels per day.

; Import atatistics for the first balf of 1961 indicate ihat lwports of
machinery, perts and accessories wers up 31% over the same period of lsst ymar,
ond now comstituts the largest single category of imports (26% of total iwports
against 20.9% last yesr) with a valve of $184.0 million. Parcentages of other
imports of the total of $711.9 million {vs. $6735.1 miliion for Jan-June, 1960)
vere a8 followey fusls, lubricents, oils, eto. 18%,chemical and pharmeceuticel
grofucts 5%, wetal wamfectures 8.9%, veniclas, yerts and sccesseries 9.1%,
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vheat 8.3%, newsprint 2.3%, copper ingots 1.8%, cellulose 1,1%, others 19.%%. W

On October 23 a lsw creating COPEG, Cowpanhia Frogresso do Estado da
Quansbare was sigoed cresting an autonomous corporation controlled by the Btate
of Cuanabara for yromoting investment in industrisl enterprises in the State,
particularly light snd wedium industry. Plans are for the company to seup
industrisl zones on Goverpment-gwned lands where bulldings and other facilities
would ba constructed for sals or rent to industriel firme. Financial assist-
ance would mlso be extenied to interested firms, The plan for tha compsny is
somatimes compared with that of the Puerte Rico Industrial Devalopment Compeny.

A notsble development during the month was the leunching on Octhobar 27
nce of Prasident Coulart of the 10,500 ton cargo ship Henrdgue
claimed to be the largest ship yet tuilt in Braril or Latin
The ship was produced for the Naticnal Marchant Marine by Estaleiros
Verolme, controlled by the Verolme group of The Netherlands, iit the Jacuacanga
yards near Angra doa Reis in the State of Rip de Janeiro, Ammouncenent was
=110 mede that Petrobrés has ordersd three 23,900 tom tamkmrs st a total cont
of 36.2 million from Japan for transport of liguified petroleum gas,

Among new investments annsupced during the wmonth, In Pont do Brasil
jnformed tbat 1t intends to build a plant for manufacturing dighenylsmine, =
chemical raw material used for production of agricultural chemicals and in the
rubber industry. The new facilitles wonld supply all national requirements
for this product and would be 1located along with present Du Pont installations
at Barra Mansa, State of Rio de Janelro. Ammouncement of this expansion follows
g & few weeks the news that the compeny would install a titanivm dfoxide plant

Brazil. .

Produtos Quisico Derex Ltds of Eio Paulo obtaived authorization for an
irvestaent of foreign capital in the form of wechinery valued at $115,000
iwported from the W. R. Grece and Compeny, Overseas Chemical Division, of
New York.

Announcement was sade of an Interamerican Development Bank loen of
4615,00 for Brasquip (Industris Eraslleira ds Equipementos 8, A.} for
installation in Bahis of a plantto ssnufacture petroleus &rilling eguipment
under license from the Hughes Tool Company of Houeton, Texas,

Labort

Rlo de Janeiro and its smouﬂhsmamhitb:nlooiurihor
bus end lotagio drivers from October 10 %0 October 15. The esployers coa-
centratish on obtaining fare incresses which would Ip te £ il

or i
wages. mltrmmmdw“wnttonlnnﬂ:whﬁmuu
and spproximetely 308 wore within 90 daya to cover pinilar incresses in wages

L N
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and operaticnal costs, There wes virtually no violence, despile wvidespread
public inconveniences.

on October 18, 30,000 bank workers went on strike in the State of
Guanabara, presenting the following demends: (1) 2 general wage increase of
504 with & winimvm Or$10,000 raiee; (2) a monthly bonue of Cr$200 for emch
year of service; (3) a "professional minimum salery” somewhat bigher then the
miniwum wage; snd () no punishment or withheld pay for the striks. On the
same day & wildcat bank workers strike hroke out in the State of Rio de Jansiro
end on October 19, Belo Horizonte, Reclfe and scattered cities in
were added to the list; Sio Paulo bank uniocns were expected to vote the next
day on the strike issue. The demands varied from city to city, ds does the
winimum wags.

on October 26, tha nine-day strike of bank workers in the states of
Guanabara, Rio de Jeneiro and seversl others {exclvding Sio Psulo) was ssttled
with a wage incresse of 4O% to be followed by an sdditionsl 20§ within six
months, in addition to mimcellamsous provisions such as the traditional pay for
time on strike. The workars of the Bank of Brazil and the SUMOC, the national
monetary authority (which uses personnel loaned by the Bank of Brazil), parti-
cipated fully in the strike.

Communications:
The new Director of the Departsent of Fomts And Telsgraphs, Lt. Col.

Dagoberto Rodrigues, was sworn in on October 20. It. Col. Hodrigues comes from
the Army whers he was s specinlist in tel ications

During a press interview, Lt. Col. Rodrigues stated that the program

to be implemented during his edministration would includs & Telex system
connecting 21 more clties, which would bring an annwal revenue of arcound 1 billion
crugeiros to the Department of Posts And Telegraphs. He also declared that the
mechanizetion of the stamping of meil wes sbsolutely necessary. In addition,

the Director said that he was in favor of the creation of a Comsunications
Ministry in order to permit s greater flexibility in the operstioms of the
Depsrtment of Posts And Telegraphs, in the accomplishment of its services.

On December 25 the Telex system between Rio, Bio Paulo and Belo Horizonts
is to be inmugurated; and s "Carri" syatew comprising multiple talsgraphic
channels is to be installed betwsen Rio and Biio Paulo.

Transportation:

On October 16 bus fares for Rio de Javeiro were increased by L0 per
cent as & result of negotiations ariming from the strike of drivers spd other
workers in the urban bus system, The strike for higher wages, which started on
the 11th snd continued through the remeinfer of the week was supporied by all
categories of workers and immobilized soms 4,500 vebicles in the city.

L
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Street cars, which had previouwsly raiged their fares, labored under the in-
creased burden thrust upon them.

Tywo Brazilian firme won &n {pternational bid to 3‘&8’1’ Trugvey with
150 railrosd cars, in s transacticn amounting to $1,500,000, Tt 1s reportad
that Urugusy needs a total of 550 units. Bhould these compeniss obtain the
order for the additional mmber, it would provide foreign axchange earnings of
45,000,000, :

Maritime:

The new president of the Merchent Merine Commission, Adwirsl Paulo
Antonio Telles Bardi, ook office oo October 31, 1961.

During the recent strike of bank ewployees, transportation persormel
also threatened to go out on strike, arfecting about 610,000 hande incluvding
not only port workers and 1ighterage personnel, but eleo those on railroads and
higiweys 2a well as airlines! workers, whey all claimed st 60% increass in
salaries plus & Christmes borus of at least cr§e,000.

The Minister of Transporkatlon AnA Public Works created a new Comission
to conduct studies and forsulate policies relating to ports spA barbors in
Prazil, designating Bento Santos de Almeills a® ita president. The Minister &lso
gave instructions for the Commission to start working 28 soon as possible and to
present & report within 60 days.

Aviationt

tn October 30 there wef jnstalled within the Directorste of Ccivil
Aeropautics the new Permansnt Commission for Tachnical Btudies. This group
will investigate such matters a8 the composition of crews, meximm limite of
£1ight of various types of eq!u:pnnt, cooperate with suthorities in the determi-
pation of technicel procefures concerning air sefety, participate in inventige-
tions of mccidenta and, £inally, study and propose solutions to problems con-
cerning the seronautical professions. .

Minerals:

according to yress reports, interest in the Field of
suter around iron ore. The Technical Consultant of Cis.

yale do Rio Doce, supply iron ore of & higher quality
to meet purchasers? requirements, He stated that present copfitions demand
an aggressive salss policy snd thet Brazil's iron ore customers, including the
tnited States, may nog be able to resist for long, offers made cowpetitors
ghould there Da strong remction to Erazil®s policy with respect to ircn ore
exports.

L . |
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Much publicity was given to the srrival of Jupancse Economic and
Mechnical Port Missions for the parpose of conducting studies of facilities
{port, rsil, end mins) for exporting 5 - 10 millicn tons of iron ore snmally
to Japan.

7he Minister of Transportatlon sigoed a contract for construction of
p port at Campixko, south of Bahia, for shipsent of iron ore from that area.
The port reportedly will have a 150-seter landing (dock) extent at e 12-meter
depth. The first stage of work will be completed in two years.

With regard to minersl policy, the Minister of Mines staied, sccording
to press reports, that his progran consisted of thrae items, %wo of which re-
1sted directly to minerals, nsmely: (a) in ore-sextracting ectivity he wished
OVED to becoms the guiding center of governmant policy eo that 1t ba able
to encompass the entire system in developments in that fisld, and {p) to
expand PETROBRAS opexetions and the Erazilian petrochemical induetry.

The cement cowpany, Cis. de Cimento Portland Caué, of Balo Horizonte,
is taking steps to iwport machipery and eguipment to expsnd its cement plamt.
o effect this program foreign finsncing, reportedly of 1.8 millicn dollars,
has Me?l approved by SUMOC (Superintendency of Currency and Credit) of the Bank
of Brazll.

égl.cul‘hm:

There were two important developments in Brazllian agriculture during
the month; & statement of the new administrations? agricultursl policy
(actually presented to the Comgress on Saptember 29) and the contimuing drought
in the States of Sio Paulo snd soutbern Mivas Gerais.

Although tha statament of sgricultursl policy in gensral contains
Jittle or nothing that is new or different - . g.» the Govermment will encoursie
cooperatives, promote the expsnsion of sgricultural insurance, expand the pro-
duction of wheet, intensify the cultivation of rubber, ete, - 1% did set some
interesting gosls for increases in pr tivity for a nusber of crops, During
the mext Tive yesrs it is the GQovernment's aim to incrasse productivity of rice
vy 20§, corn by 30§, porke production By 50% and potatoes by 808,
2 few of the commoditles covered. The importance of this statement of policy
1ies principelly 4n the fect that the new sdministration, with all the othar
problems fecing it, wes sbls to formmlate it within 30 days of assuming office,
and this, we balieve, spenks will of the adwinistrations comcarn with that
sector of the econowy. .

|
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hit herdest in BRo Paulo, cansed sigoificant
affee crop, reducing anticipated profuction in sows
As the drought contimed to the end of October, fermors

sbifted from peanuts to cotton (which will affect the size of the 1962 crop)
this shift was limited, however, by

which can be planted 1ater. The slze of
shortage of cottonsesd.

Yor the Asbassador
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ECONOMIC INDICATORS:
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Feb.
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Jun,
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Aug.
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1961

Jan,
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Apr.
May
Jun.
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Aug.
Sept.
Oct.

Food

Clothw«
ing
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Cost of Living in Rio de Janeiro

Rent

{i948 g 100)

Furni= Hygi=

ture

ens

Pers.
Serv.

Pub.
Serv.

809
807
803
836
818
sl

830
833
8539
300

976

987

999
1 047
1 058
1 064
1091
1140
1209
1293

476
480
498
508
528
530
542
543
554
580

654
655
682
759
775
785
793
81

831
863

601

609
614
621
631
636
646
657
664
674

705
T2
72l
732
T4l
752
763
773
781 *
790

488
512
522
534
552
577
583
588
590
606

623
623
623
660
682

I

ki kg

723

732

744

632
652
652
700
699
699
699
699
734
766

767
767
824
824
826
826
826
843
961
996

n Revised

Source: Getulio Vargas Foundation.
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Beusil's Faelon Trade (U3§1.,,000,000)

100% 100%
38,9 3648
ek 37.2
Lk 1,2
546 % 8,8

* Reviged.

" % ) §.B. refers to Communiet Bloc, including Gzechoslovakia,
Poland, Hungary, Emst Germany, Cosm, Ching, Bumanis, USSR,

Albande and Bulgaria.

Sourge: Beonomic and Finenoial Statietical Service,
. Ministry of Finance,
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SHRJBGT: ECCNOMIC SUMMARY FOR NOVEMBER 1961

- 7
I SUMARY

Strikes by bsnk and carpentry workers, increased minimum wapes, and
demands for highsr salaries had marked effects on the local economy during
October. PFrice rises kept pace with the new wags levels.

Goffee apd niate sxports were high and, in both sgciors, new measures
were annournced which it is presumed will have a beneficial effect on
sroduction ... Curitiba will soon have 1900 mew telephones installed if all
goes agcording to plan (it rarely does) and if onough people with 73,000
crzeiros to spare can bte found.

Credit Terained tight and bark collectiona were slow. Cormercial
movement was dull and local department stores do hot expect ihis year's
Christmas sales 4o be high.

1T AGRICULTURE
1. Coffeer

Although coffee producers were finding it difficult to #ell thelr
gofiee, would-be purchasers having exhausted the credit facilities currenmtly
offered by the Dank of Prazil, exports continaed &t a hiph level. Mere then
560,000 bags were shipped Shrough Paranagua, 301,000 representing exports, the
rest cabotage. Ths export price for Paranagui coffee was recently reduced by
US% 0,01 below +he Santos price and this is expected o stimlate shipments.

Source: Al1 newspapers.
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Mate producers welcomed the news of an increase in the price paid
for their product, The price per arroba wemt up from 180 to 350 cruzeiros. This
measure, in conjunction with the recent reinstatement of guotas swill help
production.

2. Mate:

Even without the new price the mate industry is not doing badly.
Over 1,000,000 kilos were traded curing Octcber and, of ihess, 3,000,000 were
exported.
Sources Ingtituto Nacional doMtes

3, Notes:

Herminio TISGIANI, & Sants Catarins lumber producer, has succesded
Paulo BCRNHAUSEN &s President of the Instituto Necional do Pinho. The appointment
was well received in Parani and Santa Catarina lunber circles.

The first siipment of Parana beans for Luba (500 tons} left Paranagua
at the end of Septewber. lhe deal was arranged by the Quadres adminietraticn.
Shipment was handled by Lolde Bragileiro.

Another "first® was recorded when the firs! shipment of Parand corn
{200 tono destined for Chile)} left the same pert in early Octcber.

Sources: "Didrio do Parand" - Oct.28,1061
rFoiha do Comareio" = Cet.2,1961

IIT INDUSTRY

4n American firm, 5t.Helen's Wood Products Co., is in the process
of concluding an agreement with a Parana lumber firm (oracy,Ltda,) for the
export ef about $15,000 - §18,000 worth of broow handles per month to the United
Stetee. The price for Parand pine, even including shipping coste, is said to make
agreements of this type advantageoud.

ve. Americans are also said to be interested in setting,up a .
refinery for vegetable oils, especially peamut c¢il, near Foo do Igvagu in West Parana,
According to press reports the area offers favorahle conditlons for pesmt

cultivation,
COMNENT: The anncuncement was made by the president of the Fundagao
Paranaense de Oolomizagdo,and the Consulats is currently atterpting
to find cut who the YAmericans" ara.
IV MINERALS

The elow, but presurzbly sure, progrese on ihe development of a

pilot c¢il ghale plant in S8o Mateus do Sul contimued as the state of Farend and

UNCLASS IFTER
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r;et,rohras reached the Following agreement: Petrobras will (1} pey a winimm of
259 of the cost for poving the Curitiba-SHo Mateus do Sul road (2) build an
airfield large enough te¢ accomrodate DC-3's and (3) aid in the construction of a
hospital and water works and in the installation of telephone lines.

Sources: "Diaria do Parané" = Oute 31,1961
"Egtado do Parana® - Oct, 31,1961

V LABOR:

1. Minimum Wage and Bank Strike

The incresse in the minimum wage ard the kank strike were the leadline
events on the labor scene.

The minipums were increased from 7,200 cruzeiros per month to 10,080
in both Parana and Sasnta Oaterina, Workers showed guarded satisfaction. They are
aware that ilgher wages are the prelude to higber prices, and confirmation of their
guspicions vas woh long in coming &5 ndlk (from 27 te 32 cruseiros per liter),
eggs (Lrom 60 to 80 2 dozen), beans (frem 22 te 28 a ldlc) and ctler necessities
were incrsased.

When bank workers! demanig for & 60F increase were not met a strike was
called. On Ycteber 19 all banks in Curitibs were closed. Bankers were guiek to
‘blame it all on the well-known Commnist element in the bank workers union, A
mere ratirpal explanation couldhave been found in the miserebls wages the workers
receive, There was 0o indication of any Communist influence during the strike,and
every indication that the strike had the full suppert of all the employess. 4
conmission of state deputies acting in behalf of thesmployees reached an accord
with +the bankers cn Gotober 25 which calls for 10% inereases on menthly salsries of
vp to 20,000 and a 35, increase for higher salaried workers. An extra 250
cruzaires per month [er every year of service was also conceded.

COMMENT: Before the etrike, wages of 10,000-11,000 eru-
Zeirob @ momth for college praduates cccupying responsible
positions were commen in Curitiba banks. The profits these
banks have been maldng and the cstentatious lives lead

by their yresidents were amply, and justly, publicized

by the strikers.

Sources: All newspepers.
Ferscnal Observation
Strikers Literature

2, [farprutey Workera?

The wood-working industry in Curitiba;was paralyzed by a strike from
Octcber 3 to Octcber 12 Furndture factaries and other woodeconsuming industries
were affected. Coverner Braga, an ardent champion of the laboring class, made
I_]mown nis support for the sirikers,and the dispute was brought te conclliation a.n—d’
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|_‘the strike concluded in short order. Increases ranging from LG to 53¢ were _‘l
granted,
Seurces: "Didrio do Parang" - Oct.3, 8,13,1561
"Egtado do Parama® « Oct,.6,11,1961
"Gazeta do Povo! - Qct, 13, 1961
ltineHopra® - Oct. 1,5,1961

3. Labor Notes

a, Demands for wage increase were heard from the follewing
aquarters during October:

Parefa school teachers 7 - 93t increases
Employees of Gla, Forga e ILuz do Parana - &5 *
Movia and theatre workers - Bog

Chenical Workers - 60%
Construction Workers - 704

b. Collective wage contracts werc negotiated (1) by the Fetal Workers
Union and enpleyers, the new spreement calling for a L€ inerease, and (2) by
the printing workers union and employers, agresing to a 55% increase.

Source: ALl newspapers.

VI Transportation and Cowrunications:

1. Telephones:

Curitibes will be getting 1.000 addition=l telephone lines, the city
government enl the conpany (I.T.5T subsidiary) having reached &n agreement
wherehy each installation will cost 73,000 oruzeiros (in debentures). The mayor,
in making the announcement, said that the agreement "does not absclve the company
frow its obligation to instzll new lines at its own expense". Curitiba could use
abcut 15,000 new lines.

Along the same !do unto others" lirpe, the company reminded the
state government that it had vromised te prent the telephene cempany en increzse
at the time the company's employees received a wage incr=ase (July). So far the
stete hea kept silent.

Sources: "Didrio do Parané:" - Oet.B,1561
"Estado do Paranal - Dot.2c, 1961
"Gazeta do Povo! = Oct.21,1961

2. Railway Rate Inereases

As of November 1, passenger fares on the Bede de Viagho Parani-
Santa Cetarima were upped 3t%, and freight rates 30%. 'The new rates were brought
about by wage increases recently granted rsilroad worketrs,

Sources: '"Didrio do I‘amué" - Oet. 27,1961
I_ "Estado do Parana® - Oct, 28,19¢1 _J
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The Federzl decree suthorizing the Western Union Company to extend its
cable to Paranagmd expired in Uctober. Lhe Parena Commercial Asgociation asked
the gtate and federal povernments to renew the cencession.

Sources "Estadc ¢o Parend" = Oct.2l,1961
b Yore On B2

A recent trip to S3p Paule on the new Curitiba-Sae Peulo highway.
revealed the Pollowing: (1) 50 kilometers remain unpaved, but in good cemdition
during dry weather 2) with one dasy's hard rein this section becomss very muddy
and virtually impasssble to passenger cars (3) two other swall sections of the
road are being rebuilt and, in a numer of places earth slides hsve covered one of
the roed's iwo lanes. W) Traffie signs, ldlometer markings and gasoline stations
apa virtuslly nonexistent. () The read is longer than advertised. Clains are
that it is LO? kilometers from downtown Curitiba to downtokn 830 Faulc. The
reporting cfficer's kilcspeedometer registered 128 kilometers from the outskirts
of Curitiba (about & km. from downtcw) to the outekirts of Sdo Paulo (about lo
\m.from downtown). (6) The Road will be gompleted in about one yara.

Source: Personal Cheservetion,
VI FINANCE
1, Stete ‘ax Incresese

Commevcial circles in ParanA reacted sharply to a proposal for a 20%
incregse in state gales taxes., The proposal was made by a number of Worthern
Parara mayors. At a meeting of the Parana Commercial “ssociaticn (uhich the
American Consul snd Vice Consul had the opperiunity ef chbeerving, while on other
business) the tax increase was the object of universal and impassicned
condemnati on.

Governor Braga ismid to faver the increase

Scurces: Pergonal observajion and

Wiaric do Parana' - Oct.8,1961
WGazeta do Pove! - Oot.ll,1961

2. Horey:

SUMOC Inmstruction 219 paralyczed the exchange market in Curitiba =nd
elsewhere. The effects were probably felt harder in Curitiba however , because,
unlike Sho Paulo and Rie, "camblo" houses and travel tureaus which do exchangs
buginess. are nonexistent.

With slow ccllections the banks were holding back on cvedit but the
somewhat '"irproved" political situation {at least there 15 & President }

L : =
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I_may cause a loosening in the credit markets
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1. Coffee Emrtl

Coffee exports during the month of October 1961 were 1,438,958 bags

compared to 1,161,476 bage exported during the seme month of last yesr.
Total coffee exports during the current marketing year (July 1 :

through October 31, 1961) were 6,085,424 bags compared to 6,198,201 bagsi

exported during the same period of lest year. -3
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Erazil's Balance Of Payments In Pirst Bemester 1061

Brazil's balence of payments in the first half of 1961 presented en over-
all deficit of $70 million cowpared with $20L million for the same period last
year. The merchandise account registered a $45 willion surplus, which compares
with & surplus of only $11 million in the corrssponding period of 1960. The
greatest improvement sppesred in the "services" ltem which in Brezil's balence
of payments is traditionally in deficit, the deficlt for the first 6 months this
year being estimated at $185 million es against $226 milllion in the first
pemeater of 1960.

(UNCLASSIFIED)

Comments A surplus of $70 willion in capitel movements which compares
with a capital movements surplus of $5 million in the like ;:rind of 1960 was
the major cause of the improved situation with respect to the services item.
This estimated capital movements surplus of $70 million was due lergely to the
postponement of Brazil's matured payments abroad pursuant to agreements negotiated
1ast May with the US, IMF snd certain Eurcpean countries.
(UNCLASSIFIED)

3. Brazilian Exports During The Firmt Semester Of 1961

According to figuves furnished by the Bervigo de Estatfstice Econfmico
Financeiro do Ministerio da Fagends, Bragilian exports during the first semepter
of this year smeunted to 6,021,450 tons valued at $521,749,000, These figures
show & 20,5 percent and 2,7 percent increase, respectively, over the volume ex-
ported snd the doller value for the corresponding period of 1950, Exports which
increased most over the 1050 period wera: live animels, chewical and pharme-
ceutical products, machinery end vehicles end various manufectured articles,

(UNCLASSIFIED)

k.. Deputy Sergio Magalhies Submits Draft Lsw For Remittance Of Funds Abrosd

Deyuty Berglo Magalhfies submitted to the Chanber of Deputies a draft bill
for the regulation of remittance of funds abroad. The bill is drafted on the
theory that talances kept sbroad by companies and individuals ere large and
should be reglstered with the Bank of Prazil. 1In addition the draft bill stipu-
1ates that remittance of funds should only be permitted when related to goode in
the process of importation, to mervices duly performed for the country or when
destined to support relatives of the remitting party. Remittance of funds would
be made only through the Bapk of Brazil.

(UNMCLASSIFIED)

Comment: The chances of passage of this Magalhiies bill are not very
1ikely.  In eny case, the Bill ism not a practical one in that policing of the
proposed measuras would require the cooperation of foreign governments and
foreign banks most of which maintain names of eccount holders confldential.

{OFFICTAL UBE CORLY)
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5e Goverzment Freezea Fuel Prices

A% the October 27 meeting, the Coupcil of Ministerssutharized freezing
of fuel prices at their present level. Thie smtep was taken notwithetanding the
fact that the import rate for petroleun products wes incressed from Cr$27h per
dollar to Or$301 per dollar for the last quarter. |

{UNCLASSIFIED)

Cosment; The Government is presently exploring metholds of compensating
the oil companies for the increased import costs plus the recent Lo increase
in miniwum wages. A temporary solution calls for the spplication of single tax
on fuels based on an import rate below the real import rate (see Emies ¥79 Hov. 6,
1961). A longer rangs solutlon belng considersd would give the Government broed
mithority to sdjust the single tax rate,
(OFFICIAL USE ONLY)

6. SUMOC Instruction 218 In By 50% The Deposits Against Import Letters.

On October 9, SUMOC issued Instyuetion 218 requirdng importers to deporit
in the Bank of Brazil against the delivery of import letters, the equivalent of
1506 of the exchange contract value of the importation. Previocusly, only 100%
was required pursuant to Instruction 20k, )

(UNCLABSIFIED )

Comment: This move was en effort to slow down the rate of deprecistion
of the CPUZELFS which had declined on the free warket from about Cr4270 per 31
bafors the crisis to over Cr$200 per $1 vhen this inwiruction was
second purpose of the instruction was %o soak up more cruzeirom from the money
supply which hed begun to expand rapidly ss the Bank of Brazil began relending
curreney issued during the crisis instesd of returning it es had been conterplated
(see Item 2 of FWER, Embdes 210 of September 15, 1961).

(OFFICIAL USE OHLY)

7. Operations Deficit OF State Run Enterprises

The Minister of Traneportation and Public Works ennounced an operating
deficit of Cr$62 billion in the current fiscal year for the transpubation pactor
(reilroeds, ports, steamahip companies and eirline compenies). The Minister
states that m rate adjustwent im unescapeble in order to reduce that tremenious
deficlt.

(URCLASSIFIED )

Comment: The deficits of the Governmert operated enterprises beve been

& constent headache to this and preceding Administrations, constituting & major
part of the total feleral cash deficit. In the current flscal year, the estimated
Ord62 blllion deflclt represents some 204 of totel Federsl tax revemua. With no
other source of finance svailable these deficits ere met by currency lssues,
constituting thereby s major mource of infletion, Though the Minister of Transport
deplores these deficits publicly and spesks of the need for rete increamses Wwith
the exception of certain freight rate incrsases designed to wover nev minimum wage

| cowstw, there is no indication that the Government will undertake rate hikes at

| the pressnt time.

s : (OFFICIAL USE ORLY)
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8. "Henrigue 1age” Lavnched

A L8ide Brasileiro vessel, the "Henrique Tage", tullt in the Verolme
shipyards st Angrs dos Bels, was leunched on Ootobar 27, 1961, with the Preaident
and Minister of Navy and pransportation and Fublic Works - The
10,500 ton ship, having a speed of 20 knots, 1s said to be ona of the largest
pullt in Letin Americej it is pcheduled to start operating in March or April,

1962,
: (UNCLASSTFIED),
9. Telecommunicatlon Devalopments

The new Director Ganeral of the Department of Ports ard Telegraphm, Lb.
Col. Dagoberto End:!.i‘\lnl stated during e press interview that the Trogram to be
implemented during his -ﬁmi.nhtrauon would include a Telex syatam connecting
21 more clties, which would bring an annual revenue of around 1 billion cruzeiros
to his pepertmant, The GColonkl also said that he was in favor of the creatlon
of a Commnications Ministry in order to pernit & greater £1exibility in the
operations of ths Department of Posta and Telegraphe in the accumpli-‘hment of
its mervices,

on December 25 the Telex mymtem ‘between Rio, Sio Paulo apd Belo Horizonte
is to be ineugurated; also the "Carri" system comprising multiple telegraphic
channels is to be inmtalled befyeen Fio and Sio Peulo. .

(UIEIASB]:FIED)

Mexicen Industrial Mission visita SEo Psulo

A Mexican Industriel Mission visited S3o Paulo for the purpose of estsblish-
th Brazillan indnstrialists to conpider possibilities of purchases
from Brazil and to dlscuss matters relatsd to the raduction of tariffs in the
1atin Americe Free Trade Ares. Headed by Fidcio Garcie Reynoso, President of
the Latin America Free rade Avea Interministerial Comnission and Mexican Depuby
gecretary of Industry and Commerce, the Mission included Octaviano Cawpos Sales,
Executive Secrs American Frea Trade Area Comnission and Maneger
of the Central Bank of Pranifent of the
Sational Confederation of member of the Councll of
the Fational Confederation of Tndustries; Famiro Garcia Sains, Fresident of the
Nationsl Confederation of Importers; Joné Gomez Gordos, representing the textile
industrys and Gumersindo Quesada Bravo, representing the atesl industry.

According to the press, Plfcio Garcis Reymoso praised the poesibiiities

for increased trade made avaiiable by the nevly created Jatin Americen Free Tralde
Ares and the opportunities it offers for grester econonic integrati
yrincipal countries of the contiment; in this cormection, he wade spacific
reference to & recent Mexicen purchase of Brazilian 1athes which, be sall, sroused
considersble interest in Mexico Whacauge of their excellent techmical charscterintics
andl international prestige”.

(UI:LASB]I'IID]
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Contributors;
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JErlzay
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.

Distribution:

POL, ECON, USIS, Agric, Lsbor, Legel, Army, Navy, Alr At.; JBUSMC Army,
Adr Section, NavM; Congen, Sfio Paulo; Consulates Brazil; Esbassiss
Amuncion, Buenos Alres, Ia Paz, Lima, Montevideo, Panama, Quito, Santiaga,
Moscow; Compender-in-Chief, Caribbesn Command, Quarry Heights (L).
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Coffee Exports #,{ff :
BUMOC Imstruction 219: Return of Multiple Exchange Rates /.f iR
Changes in Bank of Prazil Organization Y/
Implementation of Law 2,300 Providing for Issuance of Bhares @
for PBank Loan Guarantee

Brazil-Israsli Tchnicel Agreement

Polish Offer of Equipment to Rio Grande do Norte

Coffes Exports -

T
Coffee exports during tbe month of Hovembar 1961 through the- 17
were 795,572 bags cowpared to 43,216 bags exported during the same “Teriod
of last year. o
- x5
Total Coffee exports during the current coffes marketing your
(July 1, through Novesber 17, 1961) wera 7,280,996 bags compared to 2
6,941,417 bags exported during the same pericd last year. it
™

2. BUMOC Instyuctiocn 219: Return of Multl Exc] Rates

October 26, BUMOC imsued Instruction 219, providing that export
earnings could only be sold for general category imports lseving inwisible
earnings as the only legitimate source of foreign exchange for financial
trapsactions. In additien, the instruction provides that for all sales of
foreign exchange for finamciel transactions banks must dsposit with the Bank
gi Brazil for 180 days without inberest, 50% of the cruzairo counter-value of

e snle, .
- i
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Supplesentary FIRAN Instructions permit the sale of traveler's checke
in smounts up to $250 per person per month per bank withoutthe necessity for
50% dsposit to Individusls who cen show evidence of intent to travel sbroad.
Thege FIBAN Instructions elso provids that 81l foreign exchange derived from
coffee and cacso exports must b ttad to the Penk of Brezil and that bankm
are 1imited to §25,000 "bought” position overmight (1. e. the aifference between
foreign exchangs purchased snd sold). :
(UMCLABETFIED)

Commentt The Instruction bas hed the effect of cetablishing two
msjor forelgn exchenge merkets in addition to the black merket and mmerous
minor msrkets. The intention of the inptruction was to sssure a lower exchange
rate for imports on the theory that capital flights bad baen the ceuse of the
stendy depreciation of the cruzeiro on the fres mariet since the crisis. How-
evér, becsuse of the limitations on private banks® "bought” position and the
requirements thet caceo’and caffes dollars must ba remitted to the Benk of PBrasil,
import exchangs beceme guite scarce 8o that the commercis) rate in private banks
is sctuslly higher than financisl rate. The Benk of Brawil meinteins its own
rate for imports snd is selling exchenge for financisl trsnsactions on & me-
gotinted basis., In recent dsye, the Bank of Braxil indicated that it would sell
4a1 banks which would then mell at the Pank of Braril rate.
by this memns, will attempt to kesp the spread
t rates to a miniwym to avoid driving even more
See Emdas 375 of Wovember 3, 1961)
(OPFICIAL USE ONLY)

3.

The Geparal Assembly
Aprrove & dscentralizsd organiEs
Deyartment, as followss
with ons director having country-wids

Jurdsdic
cultural Credit Department was split idto tkres aress of Jurisdicticn (Boutb,

Genter and North), with one directar each.
[mmm:n)

Comment; The Agricultural and Tndustrial Tepartment was the first
Buresu of the Benk of Brasil to have ascentralized operaticos. It was reorganized

since the megnitude of the trensactions (sowe $300 willicn) and the paculieritiss
of the finmncing of the varlous regions could no longer ba fitted into general

rules of Tinancing. ( - )

k. muunuttmormzsoom Tor Is of Shares For
ﬂ——m—"——w = =
Bunk' Loen Quersmies.

The Council of SUNOC on October &, 1961, decided to recommend that

OFFICIAL UBE ORLY
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the Bank of Bregil and the Fationsl Devalopment Denk sxamine the advantage
ce of shares {over and sbove the usual gusrantees) in cases
involving financing arrsngements for re-equipment, renewal of facilitiss, or
the purchasss of mschinery. .
(UMCLABSIFIED)

Comment: The gurpose of Law 2,300 is to convart leen capital into
risk capitsl IR order to relesse funds to ‘b usad for other losus, Im sddition
to this, the law triem %o incresse the mumber of shareholders of cowpanles.
Therefore, thers is the doubls purpose of giving & greater number of loans
within the available 1imita of the benk and of achisving democratization of the
capital belonging to ihe companies, by sprealing it smong & greater mmber of
sharshollers.

The BNDE whose loan ocapital is extremsly scarce, has slresdy begun
such operations, reguiring that recipisnts set up reasrve funds for the re-
purchase of shares vhen and if the EWDE decides to sell.

T OFFICTAL USE OFLY)

5. Bragil-Terseli Techmical Agresmant

Where are reports of the sigaing of m technlecal-scientific @mt
between Brazil and Isrsel, dirvected toward the solution of problems of davelop-
ment of arid regiems, especially those of the Northeast.

The agrosmant was the result of & visit to Braxil by Isrsell Daputy
Mindster of Agriculture, Iseac Levy, who consideved with Erasilien suthorities
vardous aspects of mutual assistance and the spplication of technical "imow-
how" to problems of irrigation.

{URCLABBIFIED)

6. Polish Offer of Equipment %o Rio Grande do Forte

According to scurces closs to Alusio Alves, Govertior of the state
of Rio Grende do MNorte, Foland hes offered to that state equipment end in-
dustriel installstions to be paid undsr Follish long-term fimsncing; Poland
fas slso offered technicisns to sssist and direct the sasembling of the
installations.

Press reporta indicete that the 00 of Rio de do Norta is
intarested in the importation of hospital equ nt, sgriculturel machinery,
road-building machinery (especially excavators), belicopters, sirplanes for
agricultural purposen, various types of dissel Botors, mni and steam
generntors, wheel and caterpillar tractors, squipment for &ary plents, arilling
machipes and pumps for water wells,

it
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With resard to the importation of completa industrinl installations,
the Governor is reported to have drewn up & priority list, 4neluding factories
- for pawcessing tungsten, freesers, fecilitien for fressing fish, fishing
vessels, and factoriss for the production of caustic solln, fartilizers, pre-
febricated housas with the use of cellular cement, and for the procesaing of

1uminum,.
C (UBCLASBIFIED)

Forthe Chargé A%Affeires . 1.

contributorss

Wilomeyer - JKrisay
BAgoldstein - ILYallouz

Dletribution:

POL, BCON, UBIB, Agric, Labor, Legal, Army, Wavy, Air At.; JEUBMC
Army, Adr Bection, Mavi; Congen, B0 Peulo; Consulates Braxil;
Embessies Asuncion, Buenos Alres, La Par, Lime, Montavideo, Panala,
Quito, Bantiego, Moscow) Commander-in-Chisf, Caribbean Cosmand,
Quarry Beights (4)
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DATE: November 27, 1961

SUBJECT: Meeting on Brazilian Financizl Problems

Ambassador Gordon E - Deputy A3s't, Secret X

@ Rﬁi%}l Arec}:.o% S!.cagio Mr‘.m g.nk ' Bo T

S - = Ambassador*Moscoso N = Mr, Welsmamn
PARTICIPANTS: AD-L/4 - Yo, Dawson A - Mr, Palmer
'reas - Mr. ARA = Deputy Ass't. b Barall
Sximbank - Prasli'_l;gn’b Linder ARA Hr?uwlefl;';;t vt -
Bximbank - Mr. Sauer, V.P. ARA = Mr. Wilson el 7
mbank ~ Mr. Pollack ARA = Mr, Crane O g

US/IMF = Mr. Southard "

E - Depuby Ass't. Secretery Kerr Amenbassy RIO [E JANEIRO = 2
OFD - Mr. Frank ATD = Ambasssdor Moscoso = 2

o

e Pksﬂismmam Ireagury - Mr. May
N Jo i Secretary Barall Eximbank - Mr, Linder - 3

FN =

N -

ARA = Dep
ARA - ¥r. W81lman US/IMF = Mr, Southard
ARA - Mr. Wilson '
ARA - Mr. Crene 2%

Ambassador Gordon initlated the meeting by undertaidng a brief summary of
the political situation since the resignation of President Quadrcs., As a
condequence of the compromise arrangsment arising out of the resignation and
strong military objection to the assumption of the presidency by the vice
president, the BErazilian form of government was sltered from one similiar to
the U, 3. system to a Parliamentarian type of government. The Ambagsedor in-
dicated that Prime Minister Neves and his cabinet represented perhaps the most
astisfactory government, frem tha U. S. point of view, which has existed for
many yesrs. It has, however, been handicapped very considerably by the fact
that the present members of congress had in affect been repudiated at the time
of the over-whelming Quadros victory and the government was, thersfore, in a
waak position which could not be improved until after the congrassional elections
in October of 1962.

et Ll
s 4

an

19L8= ) LF

The Ambagsador exprassed the opinion that the present government would
undertake more effectivs measures in the economic field than had been the case
under the Quadros adminigtration which had achieved real progress only in the
field of forelgn exchangs. Nevertheless, inflation had continued and was con-
tinuing, eredit controls had been inadequate, and there was strong social unrest
as a consequence of tha impact of inflation at an annwel rate of between 30%
and LOZ,with the result that pressures for wage increases had provad irresistible.
President Gouwlart was quite naturelly completaly sympathetic to labor demands.

On the other hand, the popular dissatisfaction with the ever rising prices
|_was such that the government could have strong support fur stabilization mensuri\

by, BMIL
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ruh:lch the Minister of Finance mlght propose. The latter was described as &
highly qualified official, perhaps a little less strong than would be desirable.
Ambassador Gordon felt that we had much te gein by aiding the present Prime
Minister and his cabinet, "particularly if we cowld strengthen their supportera
prior to the congressional elections.? President Goulart had a strong following
but limited powers and the balance of power was ghifting towards the Oabinet,
although its strength and continuity would be dependent on the outcome of the
elections. It was the Anbassador's opinion that the Cabinet should ba engouraged
to assert itaelf mora than in the past,and he cited as a hopeful sign the recent
speech of the Prime Minister to Gongress, It would also be highly desirable to
encourage the stabilization efforts of the govermment, and to urge 1t to come to
grips with the most urgent social and economio problems.

Ambassador Gordon expressed particular concern regarding the fact that, in
all likelihood,no new tax lagislation would be snacted prior %o the November 30
deadline for the approvel of the budget by Congress. Under Brazilian law, tax
legislation must be enacted prior te approval of the tudget if it is to becoms
effactive during the pericd covered by the budget. Ambassader Gordon thought
that, even without the November 30 deadline, the passage of tax legislation appli-
gable to consumption items was very dovbtful, although the revised income tax
and the new stamp taxes stood a good chance of passage. The néw consumption taxes
would produce fram 30 to 35 billlon cruszeircs.

The foregoing prefatory remarks were f£ollowed by a discussion of the various
measures in the fiscal and monetary fisld which were under consideration or which
might appropriately be tsken. In examining the possible sources of additional
Zunds from abroad, reference was made to a recent statement of Ambassador
Roberto Csmpos to Ambassador Gordon to the effect that the Europeans were
comitted to meke additionsl advances to Rrazil in Jammery. Arbassador Campos
had stated such advances were not conbingent upon the performance under the
Brazilian stabllization agreement with the IMF. Mr. Linder, gupparted by Mr.
May, categorically stated that this was not the case and ssaured the group that
no advances would be Forthcoming from the Buropean creditors unless the
Brazilians were implementing the agreement reached with the IMF, It appeared
Prom the ensuing discussion that Ambassader Campos had based hiz opinion on the
Fact that the INF suspension of drawings by Brazil had been worked out on an in-
formal basis rather than on a formal basis, Mr. Southard assured the group that
if the Brazilians were to press the Europesns, the latter would instruet their
Directors in the Fund to insist upon "formalizing® the suspension.

Anmbassador Gordon stated that he did not consider the situation in Brazil
hopeleas and that if it was felt that this was the case, he would hava real mis=
givings as to the possibility of gerving effectively in Brazil. He pointed out
that, in congidering the manner of release of the second half of the $338 million
package, we were not in a position to start all over, but, of necessity, wore
following up on an sgreement negotiated last Spring with the previous regime in
Brazil. He felt that Brazil, as perheps the most important nation in Latin
America, might be compared with France during the decades preceding Ceneral
DeGanlle's accession to power. Certainly the results in the case of France
Justified the great cost and continuing efforts to help in the face of fiscal

f CONFITENTIAL -
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l_irresponaih:l.litq' and recurring government orises. As against the possible gai:?‘
which we can realize, there is the dangar of having the present governments
suecceeded elther by a "Fidelistg! or at least Nasser or Tito type government.
There is, of course, tha danger of a right wing coup d'etat.

It was mentioned that the Brasiliang have conveyed their feeling that
failure to release the balance of the credit packsge would be tantamount teo
reneging on an agreement entered into freely. Mr. Linder vehemently represented
the majority oplnion that this was not the cese ,but that the fallure of the
Bragilians to Mve up tc the stabllizaticn sgreement or sven renegotiste with the
IMF had generated the difficulties. He pointed out that, with a bona fide agree=
ment in effect, thers would have been no difficulties and that concurrently,
witheut a stabilization program, funds poured into Brazll would be wasted to no
effect.

Ambassador Uordon was asked for his recommendation and in reply suggesisd
that the balance of the Export Import Bank credit be made available te Brazil
on the condition that an INF mission be invited promptly, The Ambassador alsc
envisioned that the AID 50 millien and the resources available at the INF weuld
not be relsased at this time., The release of the ATD $50 million would depend
on U.S. appraissl of the arrangements made with the IMF, not contingent upon an
IMF evaluation, but on U.S. judpgment of Brazilian performance.

Mr. Linder replied tc the Ambassador's remerks pointing cut that ihe Export
Import Bank had been most helpful, that it had established a new oredit line of
$168 million and stretched cut maturity dates of over $300 million of other
Brazilian db.'!_'l.gaticns which resulted, inter alia, in a two-year moratorium on
maturing cbligations totelling over $200 million. Fe pointed out that in the
first meeting of the Brazll Tasgk Force, it had been his clearly stated position
that a consertium approach should be utilized. In view of this, Mr, Linder felt
that the Export Import Bank sheuld net be the only scurce of funds and mentioned
that AID wag commltted tc a softer loan policy ‘than the Export Import Bank.

Mr. Linder peinted cut that,with approval of the Department of State and the
Burean of the Budget, he was expected to go before Congress to ask for additional
%3 billion finaneing authorization and thet his efforts weuld be prejudiced, es
would, of course, the Bank and the U.B. in the final analysis, if the Export
Import Bank followed a softer policy than ATD. Nevertheless, the Bank would be
prepared to go along as sugpested by Ambassader Gordon to the extent of a further
12 1/2% ($21 million) of its credit but only if it did so jointly with AID and
Treasury. He established as a conditic sine gua non that the Becretary of Siate,
perhaps with the Secretary of Treasury, determine that the additional loan of
approximately $40 millicn is necessary in the national interest.

Ambassador Gordon was not cpposed to Mr. Linder's suggestion and stated
that he had merely selected the Export Impert Bank as the most legleel to effact
the releass since the proceeds were being utilized to settle commercial arrears.
Mr. Linder understocd this spproach, but since part of the funds would be used
te liguidate New York bank loans, he was not teo enthusiastic sinece these banks
should alec continne in the financing picture.

L
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|_ Although Ambassador Gordon indicated that he would be prepared to explore
with the Braziliana the possibility of their inviting a Fund Misslon to come to
Brazil for Consultation, in response to 2 specific question from Mr. May he
gtated that he could not be completely sure that the proposal to send a Misslon
on the basis undsr consideration would be acceptable to the Brazilisn authorities.
Mr. Mey indicated that he could not state the Treasury position with respect to
joint approach propesed by Mr. Linder, but said that he would recommend it
favorably to Secretary Dillon, Mr, Dawson, Ambassador Megcoso having left the
meeting, stated that he would have to discuss the ALD pesition before expressing
any opinion.
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Mr. Richard M. Goodwin

Deputy Assistant Secretary of State L
for Inter-American Affairs

U 5. Department of State

Washingten 25, D. G.

Dear Mr. Goodwin:

I thought you might be interested in seeing this article which I
have just completed on Argentina's economic development.

When 1 returned from a visit there a few weeks ago, I decided
to put some of my ohservations down for the benefit of some of
my staff associates who are involved in the development field.
Argentina seemed {o be a riddle to me; and a nation in strange
contrast to other Latin American areas I have visited this past
year. The thesis ['ve developed is that if Argentina can't make
it, then the chances are pretty slim for any other Latin area.

This article is still in draft form, and I am lecking around for a qﬂ
journal to publish it. I would appreciate any comments you might

have.
- "
m

Sincergly yours ] ]

bl i) fas

ﬁA}L ; : =
/

Robert A. Sigafoos, Head i
Urhan Development Reaearch
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Desr Mr. Sigafoonss

Thank you very much for sending ms your article on Argentine
eosnomis development. Your cbmarvations on the Argentine situation
wars of interest toc me and to those in the Buresun of Inter-iAmerican
Affaire who ara directly concernad with Argantina. :

While I earnot suggest a Journal whieh might publish your
artiole, I grestly apprsciate your efforts in preparing this study
and in sending 1t to me.

Sincerely yours,

Richard N. Goodwin
Daputy Assistant Secratary

¥r. Bobert A. Slgafoos, Hawd,
Urban Development Research,

Stanford Repearch Ingtitute,
820 Misslon Strest,

South Pasadsna, Californis,

m:EST}ﬂ:Mhm:mlb 12-11-61
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sussecT:  General Economic = President Frondizl Statement on Patagonlan
Devglomment

l?mmssn?mn Ini-7 v f M”L}/'? NSA # _l

Tn & statement made for broadeasting at the inaugural Nov. 25, 1961 of a
new radio station in Esquel, Chubut Province, President Frondizi declsred that
the present generation must accomplish the task of consolidating.the economic
development of 'wast and labulously rich Patagonia." He saeid his greatast
aspiration is to be remembered by his countrymen a3 the President who was
sucoassful in crowning the efforts of such 1llustrious Argentines as General
Roca, (teneral Mosconi, Moreno and Rosas, whose names are associated with
Patapgonian history,

Patagonia, declared the President, possesses more than half the country's
o0il reserves, almost all the coal deposits, and very large resources of iron
ore and other minerals. Additionally there are untapped sources of fishing
wealth off the coast of Patagonia, where the conbinental shelf is the largest
in the world., E1 Choecon hydroelactric and irrigation develoment would
contribute greatly to Fatagonia's growth, he suggeated. The dan when completed,
he said, will be one of tha biggest undertekings in the world. Vzluable con-
tritutions for the purpese will be fortheoming from the world!s most powerful
nations, he stated,

OFFLCIAL USE ONLY

The President's statement on Patagonian development is romtine, but it
merits notice in view of Frondizi's abaorption in the El Chocon progect as a
top pricrity of his Govermment's politice economic program. There
probably & good idea of self-revelation in his declaration that he_gspires
{0 go down in higtory as the Presideént who erowned the sfforte of Argentine
patricts linked with the promotion of Patagonis. Just as with hisgnplifais
on fostering of basic industry Frondizl would like %o have his nama refprded
a8 & landmark in the development of Argentina's steel industry, a@ to, dees
he hope to have El Chocon ag: a momument to his administration. fa=tns
Department is aware, during his talks in Washington last Septembep; President

l_Finndizi pushed hard for the support of Fresident Kennedy for El™Chacon _J
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develcpment, IDconomy Minlster Alsmann is currently abroad seeking, inter aliaTL
financial assistance from Western Europe for El Checon. The Argentine Goverrment
has formally notified the Embassy that Alemaym intends to pursue the subject of
El Chocon financing in conversations with U.S. Govermment of ficials when he
arrives in Washington early in December.

For theChargé dfAffaires ad interim:

fndd Gz

“ohn B. Crume
Second Secretary

_J
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r CERP 1
. INDEX Reference Reporter

1. Trade-~Czechoslovaklan Ambassador D-11, 13 A. D. Ventura
Visits S8o Paulo

2, Industry--Producers of Coffee 0il, D-14 4. D. Ventura
Caffein, and Meal Protest IBO
Burning of Sacrifice Quota Coffee

3. Finance--Alagoas Wanta to Receive D-12 A. D. Venbtura
Financlal Asslstance from 3%o Paulo

4, Finance--58o Paulc Municilpal Budget D-12 A. D. Ventura
for 1962

5. Trade Fair=-Automcbile Show Opens D=1} A. D. Ventura
in S%o0 Paulo

6. Agriculture-~Non-Productive Goffee D-10 D. Ventura
Plantatlons to Be Eradicated in
580 Paulo

T. Agriculture--Cotton Production D=14 G. Thorburn
Expected to Increase

=
1. Trade--Czechoslovaklan Ambassador Visiis SSo Paulo
The Czecheslovalklen Ambassador to Brazll, Mr. Miroglav ..
HRUZA, visited S&o Paulo November 16 - 19 when he held giika::
e
T O

with Governor Carvalho Pinto, directors of (entrais Elé
de Urubupungé S. A. CELUSA, and officers o 3 era]
Todustrics o the State of %o Paulo FIESP. The objeotive of
the wigit was to atudy S#o Paulo's industrial and agriditural
developments with a view to the elaboration of a new trade
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l_agreement pebween Braril and Czechoplovairia. Mr. Hruza indicated _l
that his country was interested in participating in the construc-
tion and equipment of the Urubupungd power plant. Among the
Brazlllan products that czechoslovakia wishes to import are food
products including vegetable oils, rice, soya and corn, 1lron ore,
manganese, and manufactured goods. Czechoslovakla can supply tractors
and other agricultural machinery, power plant equipment, automatic
lathes, complete cement and food processing plants.

gomment: The ambassadoer's offer of Ozech products was met
with some reservations by FIESP officers. It was polnted out that
Brazil's inclpilent tractor industry will meet the country's requtre- .
ments within three to five years, and that tne servieing of imported
tractors has been inadequate so far; that a S%o Paule firm is manu-
facturing and exporting many types of automatlce lathes; and that
peveral companles are already produclng locally emall and medium-
gized power plant generators and turbines.

2. Industry--Producers of Coffee 011, Caffein, and Meal Protest
50 Surning 0f Seerifice Guota i!o‘f'fee — === — 3

The Federatlon of Industries of the state of S%o Paulo FIESE
and the Assoclation of the Vegetable 01l Tndustry of the State of
80 Peulo telegraphed thelr concern to the Federal Minister of
Industry and Trade over reports that the Brazilian Qoffee Institute
(mmc) is burning sacrifice guota (expur; coffee instead of selling
1, as heretofore, %o companies that process the commodity into
coffee oil, soap fats, caffein, el and fertilizer cakea
and meal. According to FIESP, these companies--especlally Indistrlas
Reunidas F. Matarazzo 3. A.--have been forced to stop production
FoT 1ok oF raw maverial.

conment: An official of the Brazilian Coffee Institute, con=
tacted Dy the reporter, elaimed that the telegram is slanted.
According to him, the proceassors have so far conslstently refused
to assume the cost of storing the large quantitles of sacrifice
ated to them by the IBC, preferring to draw on

The cost td IBC of large
coffee is higher than the reven
and IBC regorted to burflng excess gtocks.

3. Finance--Alagoas wants to Receive Financilal Asgistance from
j3:5) ﬁﬂo_‘gﬁ_.

The Secretaries of Agriculture and Public Works of the State
of Alagoas are ln SHo paulo since November 15 to study means of
obtaining financing for the development of agriculture in Alagoas.
They have held conversations wilth Governor carvalho Pinto and

Lthe ago Paulo Secrebarles of Finance and Agriculture, offlcers of __l

UNCLASSIFIED
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i_-ghekan'ederation of Industries (FEESP), and directors of private —l
anks .

Comment: Although no specific program has been established '
to date, The Sao Paulo State Government has expressed in recent
weeks 1ts willingness to assist states in Northeast Brazil to
develop thelr economles through the purchase of S%o Paulo equip-
ment, consumer goode, and farm produets, to be financed in SHo
Paulo (see item 3, despatch #7 of August 11, and item 4 of despate
133 of October 20). Such an assistance program, however, may be
undermined to some extent by an expected drop in S%o Paulo State
tax collectlons due to the transfer of the collectlon of property
end inherdtance taxes from the State Government to local municipal
governments,

4. Finance--S80 Paulo Municipal Budget for 1962

On November 23, the Munlelpal Councll voted the bill submitted
at _the end of September by the Mayor of S8o Paulo covering the
1962 Municipal Budget. However, a seriles of amendments ralsed
revenue to cr$22,710,96; 800 and expenditures to Cri3l,025,844,400
leaving a defleit of crgB,314,B76,600. The budget Will be unbalanced
by an additional Cr$2,734 million to cover & 40 percent increase in
the salaries of government employees.

Comment: The lncrease ln the deflelt was malnly occasioned
by asendments which provide larger sllocations to public works.
Part of the deflclt will be covered by credit operations. A new
law which transfers collectlon of the property tranafer tax from
the State Government to the Municipal Government 1s expected to
f;ggide an additional revenue of approximately Cr$5 billion in

5. Trade Falr-~Automoblle Show Opens in SZo Paulo

The Second Brazlllan Automoblle Show opened at S8o Paulo's
Iberapuera Park on November 24, The eleven companles that manu-
facture motor vehieles in Brazil (ten of which are located in the
State of S#o Paulo) exhlblted thelr latest models of trucks, buses,
Jeeps and other utllity wehlcles, and passenger cars. One hundred
and twenty parts manufacturers also exhiblted thelr products.

Comment: The Automoblle Show 1s well organized, and products
sre abiractively displayed. Attendance, so far, 1z high and is
expected to excead five hundred thousand persons by the time
the show closes on December 10. The atar exhibit is a Dauphine-
Gordini sport car with a fiber glass and polystyrene body which
Willys Overland do Brasll S. A. Indistria e Comércio plans to
manulac startIng January 3

L ) -
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|_6. AEriculture--Non-Produotive Coffee Plantations to be Eradicat;l ]
aulo

The Executive Group for the Ratlonalization of Coffee Culbure
(GERCA) announced a program for the eradication throughout Brazll
of low-yield coffee plantations. Within the next three years
GERCA plans to eradicate some 600 million trees in the State of
S%0 Paule alone. The old trees will be replaced by 200 million
high-yield top-grade trees to be planted according to the moat
recent technlques.

Comment: The program is expected to start in SHo Paulo
during 1062 when approximately 200 million trees will be rooted
out and replaced at a reported cost of neady 12 billlon cmzeiros.y
The national eradicetlion campaign will be carried oubt in the states
ofﬁarﬂns’., Minas Gerals, and Espirito Santo, in additlon to 880
Pauvlo.

Te Airiculture--cotton Production Expected to Increase

Cotton production in thls Consular Distrlet for the crop
year ending July 31, 1961, 1s estimated at 220,000 metrle tons.
Of thls amount 205,000 metric tons were produced in the State
of 380 Paulo.

Plantinge in October and November 1961 for the 1962 hervest
have been completed. If weather 1s favorable and insect damage
is no more than normal, we can expect 1962 productlon in the
District to be about 240,000 metric tons, S¥o Paulo's productilon
being shout 220,000 metric tons.

Wéfym

Scott C. Lyon
Consul

1/ Approximate free market rate of exchange: 350 cruzelros edqual
$1.00.
-
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Coffee Exports

SUMOC Instruction Changes Coffee Folicy

chambar of Deputlies Passas gtrict Profit Remittance Bill _
Supreme Couwrt Rules Few Texes Mupt Fass Before Budget oy e
Congress Passes Pudged; with Cr§135 Billion Deficit #
Pimcel Operstions of the Federal Government

Constitution Amended Giving More Federal, 3tate Texen to
Municipallties

Government to Reduce Fostal snd Telegraph Rates

Press Revesls that Drawlngs on IMF Stand-by Suspended

Admiral Iucio Meira New Head of Companhis Siderurgice Nacional

New Zealand Trade Mission Visits Braeil ‘

frazil Threatens to Withiraw From QATT

1. Coffee Exporis .
Coffee exports during the month of Noveuber 1661 ware 1,504,297
begs compered to 1,515,361 'bagg_.e:ryorhd during the = period last year,
Total coffee exports during thu :um e marketing yesr
(July 1, through November 30, 1961) were 7,989,721 begs compared to
7,513,562 bags exported during the seme period of the last coffes merketing
year. '

{URCLASBIFIED)
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BUMOC Instruction Changes Coffee Policy

According to BUMOO Instructiocn 220, exchange earnings from the sale
abroad of the 1961-52 coffee crop and all previous cropd ghall be negotiated
with the Bank of Braril at the free msrket rete with the retention quota per
beg of 60 kilos of raw coffee or 48 kilos of rossted or ground coffee being
cnified snd set at $22,00 or its equivalent in other currencies,

(UNCLASSIFIED)

Comment: Under Inltruet&u 205 (mee Esbdes 1023 of May 16, 1961)
the retentIoE fUvta was set st $5U-267per beg on the 1960-61 crop (lster changed
to $22-2h) and to $22 per bag on the 61-62 crop. In elther cese, under
Instruetion 205, provision wAs made for the resdjustment of the ratentlon
quote vhen the exchange rote fell below Cr§265 or rose above Criag5 per-dollar,
Under the new Inetruction, sarnings will be converted at the Bank of Brazil
fres rate (currently Cri300 to $1) vhlle the retentien guots will be held firm.
The wone iwpect of Instruction 220 for this fiscal year will not be
substantisl in terms of the snticipated total Treasury deficit. It is estimated
that 2,000,000 bags will be expartsd between Hovewbher 18 sand the end of the year.
Exporters' esrnings from thess 2,000,000 bags will amount to spproximetely
$45 million, Prior to Instruction 250 the Bank of Brazil had already permitted
the conversion of coffes sarnings at ¢r$260,00 per $1.00. The fres market
rate being applied yursusnt to the new Instruction im the buying rate preseatly
Ming gobod by the pank of Brazil vhich is Cr{300 per $1.00, The increase of
Cr$20.00 per doller in the rete at which coffes earnings are nsgotiated will
pesult in exportera receiving an additionnl (r$900 mls.u(:s’?m yeur,

LASE:

LFTED)
5. Cbazber of Deputies Passes Strict Profit Remittance Bill

The Chewber of Deputies on Fovember 29, passed by a vote of 151 to

60, & profit remittence bill along the 1ines of & bill emrlier yroposed by uation-
alist leeder Berglo Magalhiss. The bill which was passed, was sponscred by
Deputy Celso Erandt (PTB) epd carries all the provisiona of the Magalhiies bill,
plugging up, in addition, many of that bill's obvious loopholes. According to
the Prandt bill, profit remittances and capital repatriation would be 1imited
to snms} rates of 10 to 20§ respectively of registeared gruseiro valve of the

. - Tha cruzeiro velue would be caleulnted on the basI¥ OF ai exchange rate

firm
détetmined by s Council on Pereign Tovestments, dased on the rate at the time

of capital registration, Reinvestment of profitms sccording to the bill, would
24l to the cepitsl valus of the firm tut not to profite remittsuce base.

{UNCLABSIFIED)

Comment: The requirement that registersd capital of firms e
calculated I Terms of cruseiros is yerbaps the most cnerous ision of the
proposed bill. Since tha 1sw would hot permit sdding reinves d profits to
n:le profits remittance bane, the percentage of profits that f£irms could remit

40llar-terms would steadily diminish a8 inflation procesded,

OFFICIAL USE OBLY
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The passage of the bill by the Chamber has caused near panic in
foreign business circles snd & furor in general. Of particular concern was
the lopeided nature of the vote snd the fact thet so many moderates (=uch as
Mendes de Moraiz) voted in favor. The Chamwber action ham not been well re-
celved, howsver, glving hope that the mesasure may ba rejected by the Benate,
The responsible press has atated its opposition in strongest terms snd meveral
leading figures, incluling former Finance Minister Mariani, bave lssued public
statements condemning the measure.

(OFFICTAL USE OHLY)

b, Bupreme Court Rules FKew Taxes Must Paws Before Budget

The Bupreme Court has ruled that a tax passed in 1958 mfter peasage
of the budget law is unconstitutional. The Constitution provides that no tax
except customs texes mey be increased or enscted without previous tmigetery
provision, Prior to the Supreme Court decieion ¢he Constitution bad been
intarpreted in sowe gu-rhrnummingmtmhmaormmmuelm
tp be pessed before the begloning of the tulget year.

(UNCLASBIFIED)

-

Comment: The Supreme Court ruling is of particular importance with
respect t5 The. recently proposed government tax reform bill designed %o in-
crease fiscal yesr 1962 revenves by Crg60 billion. This bill was not passed
before the bullget law as the sdministration anticipated would be the case.
It hed, haowever, hoped to secure pRESEES of i1l before the end of the
Congreasicmal ssssion (Dec. 15) and still ha ‘considered effective for the
coming fiscal year. In spite of the ruling, Finance Ministry officiela are
confident that 8 tax incremse will pess and that thare are still ways around
the Supreme Court imterpretation of the Constitution,

(OFFICIAL USE OMLY}
5 Congress Budget with Cr§135 Billion Deficit

Cangress completed action on the Fedoral Budget one Ay before the
Novewber 30 constitubional desiline, passing +he budget lsw with an estimated
cré$155 dilldon deficit, The bulget muthorizes a record Cr$575.5 billion in
expenditures, with the largest single intion as usual going to the
Minietry of Roads snd Public Worke {Ccr#165.6 villion - roughly twice the 1961
authorizetion), Other large inciwsses wers grsnted to Agriculture Health
and Pducation Ministries, ths total of these three amounting to CABS billion
an compared with Cr$56 billion authorized for the current fiscal yuar.

(URCLASSTFIED)

Comment; The budget lsw as yassed apparently makes no wovision for
federal pay rajses which will certainiy be myprove The Presidsnt, in fasct,
hes promised Civil Service vorkers sn incresse by Christmss. (Thers are re-
ports that military pay raises will not be sdopted until Februsry, howaver -
pas item 6 below). An aversge federal wage incremss of Iy
vage increase) would probebly add en additlonal Cr$50-60 billion %o the

me,m ONLY ___|
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expenditures, This difference would be offset, howsver, if the Congress passes
the Meves tay reform propossl and can find a formuls for retroactively in-
ciuding 4t in the budget lew. Constitutionally, no tax can be collected during
the fiscsl year that has not beep included in the budget lew,

It is not clear whether the estimate of receipts takes into mccount
the recent Comstituticnal Amendment alloceting an sdditional Cr§20 billion of
Fadsral Tovenues to municipalities.

(OFFICIAL USE ONLY)

6. Fiscal Opsrstions of The Federal Government

from Jamusry through August 21 of fiscal year 1961, the Brazilisn
Government incurred m finsncial deficit of some Cr$$9.} billion, This financial
deficit representa the of total go t cbligations over government
reverme derived from sources provided for in the budmet lew. The cash deficit
representing the difference betwesn actusl expenditures and reveoues (for
budgetary purposes) for the same period was crfl6.5 billion. For the cowparable
period in 1960, the finsncial deficit was Cr$l5.9 billion end the cash deficit
Cr$10.% billiof. The cash deficit of Crél6.5 billion for Jumury-August 1961
compares with & total cash deficit of Cr$77.6 billion for 1960 and Cr#9l.6 billlon
for 1959.

{UNCTASSTFTED)

Comwent; Although collections through August have already exceeded
estimates by Cr§2l billion with the larger part of income taxas yet to be
collected, the finel cash deficit will probably be even higher as the end of
the yesar always shows s stepped-up rate of sxpenditures, This yeer, the Finance
Mintstry, in sn effort to cut dom on thase snd-of-year expenditures, bas
Instructed a1l ministries to lisit purchases in December to those “absolutaly
unavoidable®, The Miniatry adwits, however; that this Instruction cennot be
expacted to curtall Decexber axpsnditures to any great extent since most have
slrealy been committed. Another factor which would affect the sizs of the
deficit is & pending civil service pay raise, which the Fresidsnt promised
Wpefore Christmes®. The military, it is understood, has agresd to wait until
Tebruary for & pay ralse.

(UNCLASBIFIED)

T Constitution Avended Glving More Federal, State Tawes To Municipalitles

On Wovesber 21, a maw constitutlonal amendmant was prowulgated giving
the Municipalities m groster share of taxes previously set asida for Federal
and State g nts. Acco to the amendwent, 10% of federal consumption
%IM %;of Federsl income 2 28 well ss ajl revenues from state rursl

tax the real estate conveymnca tax, will now go %o Municipalities.

Previsusly, the Municipalities received 104 of Faderal income taxes but none
of the consumption fax,and the rural land end real astate convayants tax
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were reserved entirely for thestate, The amendment ia expected to cost the
Federal Governwent Crf20 billion and the Btates Cr$10 pillion in revenues in

1962.
(URCLASEIFIED)

Comment: Bince the Federal Governwent heavily subsidiges Municipelities
through 155 bulget, it could thecrsticelly compensats for at least & part of
thin revenue loss by reducing municipal subsidies. To do this, however, would
mean loss of political influence at the Miniciypl lavel, something the Federal
Government may not wish to risk. The Stateg,on the other hend, have no way of
compensating for this loss of revenus except by a further ameniment 5 the
Constitution giving additional fedsrsl raveoues to the states. Such a weasure
bas, in fact, alresdy been introd d wid the ch of adoption ere con-
slderably high.

(OFFICIAL USE ONLY)
8. Government To Reduce Fostsl And Telegraph Hates

Tt has been reported in the press that postal and telagrayh rates will
be veduced before the end of the year. The Commitise eatablished to study a
ney rate revision was urged to present its conclusions as sarly as possible.
This decgsion to consider rate reduction was considered nacessary, according to
the new Director of the Postal and Telasgraph Dopartment, since the rate in-
crease effected by Quadros was an "arbitrary” cns. Al€o, it bes besn found that
uea of the mervices has dropped since the rate increase so thai revenues have
sctuslly incressed very little. The Director has stated that international
postel and telegraph rates will remain wnchanged for the time being, gince these
rates sre set by internaticnal agreements.

o {URCLABSIFIED)

Couments It will be recallsd (swe Pmbdes 125, August 1B, 1961) that
the incresse of postal and tele rates made on last July 17 was intended to
reduce the operatiorml deficit bi1lion in 1961 and Cr$ll.2 billien in
1962) snd to provida resources for ceapital expenditures in coumdection with modern=-
fraticn end improvement of postal and talegraph services, Very likely prassure
from buginess groups Vas ingtrumental in persuading the Postal and Telegraph

nt to consider rate reductions. Certainly the axcuse that use of the
services hes dropped off since the rate increase ia not very convincing.
drop in usage was slways mnticipated on the ‘basis of past expsriences which
ghowel, that after a brief @rop, ussge and” revenues rise very rapidly.
(OPFICIAL USE ONLY)

3- Fress Reveals That Drawings On IMP Stand-By Suspended

s . 'The trede jornsl "Bolatim Cambinl", in & special editlon, reported

the TMF had suspended Brazil's drewings on stand-by credits negotiated last May.,
The articla pointed out that the INF actlon took place before the resignation
of Guedrcs snd attributed it to Frazil's fallurgto stay within the credit
expansion and monsy supply 1imits provided rmfmuu'- sgreement with the Fuod,

]
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Later in the week, former Finance Minister Mariani confirmed that
drawings on IMF standeby have been suspended pointing out, however,
that the step was taken as a result of Brazil’s having exceeded the cash
deficit limitations agreed upon in May. Mariani added, however, that
while it had not been possible fo limit federal expenditures to the extent
previously anticipated, compensatory steps in the form of credit re=
strictions had been taken. He pointed out further that the Fund had been
reasonable and that, had it been possible to gend high level financial
officials to Vienna in August, the situation by now would have been re=
solved. SUMOG Director Bulh@les issued a statement along gimilar lines.
(UNCLASSIFIED)

Comment: The "Boletim Cambial" revelation was backed up by
only a few newspapers and in general was getting much less publicity
than one would have expected. Such comments as wers made by the
press in this regard were friendly to IMF and expressed confidence that
the issue could be resolved through consultation.

' (OFFICIAL USE ONLY)

10= Admiral Lucio Meira New Head of Companhia Siderurgica Nacional

On November 17, Admiral Yaucio Meira was appointed president
of the Companhia Siderurgica Nacional by President Goulart to replace
Engineer Paulo de Lima Vieira. Admiral Meira is a former head of
the Mational Economic Development Bank, and is presently president of
GEIA (Executive Group for the Auntomotive Industry), GEIMAPE (Executive
Group for the Heavy Equipment Industryj, GELMAR {Agriculture, Road
Building Machinery}, and GEICON {Shipbuilding). He will retain these
pogitions. Upon assuming his duties Admiral Meira announced con=
atruction of a third blast furnace at the Company's mill at Volta Redonda
which would bring its annual production to 2 1/2 million tons by 1967.
Estimated 1961 production is 1,000, 000 tona. The production goal for
1963 is 1,400, 00¢ tons.

Comment: The presidency of Federal Government=contr olled
Companhiz Siderurgica Nacional is a political appointment which changes
with administrations. Admiral Meira possesses an excellent reputation
as an administrator and economic plaaner.

(UNGLASSIFIED)

11= New Zealand Trade Mission Visits Bramil

The first "official” New Zealand trade mission to tour South
America visited 8%0 Paulo, Rio de Janeiro and Brasilia from November
14 to the 25th.

OFFICIAL USE ONLY
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The migsion, headed by John L. Fenaughty, New Zealand Consul in
New York, inciluded Brian C. Hickey of the New Zealand Department of
Trade and Commerce, Hamish Buchanan of the Bank of New Zealanl, and
George Anderson of the Meat Producers Association.

Although there is already trade between the two countries, it is of a
limited nature. Brazilian exports to New Zealand include Pari nuts, carnas
uba wax, coffee, cotton textiles, tobacco, chemical products and semi-
precious stones, amounting to 2n annual value of $220 thousand. New
Zealand's exports to Brazil, on the other hand, have been virtually nil, with
a transaction in 1957 in the value of $120 thbusand, reprasenting an export
of purewblooded sheep for breeding purposes.

The mission emphasized that New Zealand’s exports to Brazil could
be increased, to include pasture seed, certain types of agricultural imple~
ments, newsprint {whose production during the current year is expected to
yeach 150 thousand tons), and milk products, especially powdered milk, A
potential increase in Bragilian exports to New Zealand could include coffee,
along with the initiation of trade in tea,’ which New Zealand at present
imports from Ceylon and India; raw cotton could also find a market in New
Zealand.

The mission noted that the main obstacle at this time to an increase
in trade between the two couhtries, results from the precariousness of
maritime freight facilities from Brazil to Asia, In the interests of finding
a solution to this problem, the midsion held meetings with the Commercial
Associations and Federations of Industiy of Rio and of S%¥o Paulo, authorities
of the Foreign Ministry and of the Ministry of Agriculture, and with the
president of Loide Brasileiro.

: {UNCLASSIFIED)

12~ Brazil Threatens to Withdraw From GATT

Extensive pregs coverage has been given to Brazil's participation
in the XIX session of GATT, and the role it has assumed of "“apokesman
for the less developed nations"., The Brazilian delegation reflected the con»
cern of Brazilian industry and trade groups and exporters, who comsider
that the European Common Market poses & direct threat to Latin America w=
and particularly Brazil == by eatablishing specific customs concessions for
African products to the detriment of the same products of South American
origin, such as coffes, cacas, vegetable oils, cotton; woods, fruite, etc.
Brazil believes that agricultural products, which in their totality represent
approximately 80% of Brazil’s foreign exchange earnings, will lose their

competitive status in the European Common Market; ih addition, it is felt
| —
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that the adoption of a single customs tariff for European Common Market
countries willimake these tariffs more rigid and more difficnlt to modily,
and in the case of Brazil, will be lowsr for products which Brazil sella
in small amounts and higher for products which up to the present have
been sold in larger quantities to these countries.
(UNCLASSIFIED)

Comment: The importance attached to Brazil's role in the XIX
session of GATT was evident in the wide coverage given the meetings by
the Brazilian press, which drew special attention to the fact that the
delegation was headed by a Minister w= Ulisses Guimar¥es, Minister of
Industry and Gommerce, and also to the fact that prior to his departure,
Guimar¥es had been graanted full powers by the Council of Ministers, even
including authorization to decide to withdraw from GATT if he considered
to be inadequate whatever puarantees might be offered to protect Bragzilian
products apgainst discriminatory treatment. (UNCLASSIFIED)

For the Ambassador

M"“""\

Robert Eakens
Counselor of Embassy
For Economic Affairs

Contributors:

‘WBlomeyar
BAGoldstein
JKrizay
SHWeaver
LYallouz

Distribution:
POL, ECON, USIS, Agri, Labor, Legal, Army, Navy, Air At.§
JBUSMC Army, Air Section, NavMi Congen, S8o Paule;
Consulates Brazil; Embasgies Asuncion, Buenos Aires, La Paz,
Lima, Montevideo, Panama, Quito, Santiago, Moscow; Commander~
in=Chief, Caribbean Command, Quarry Heights (4)

[ OFFICIAL USE ONLY
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= Agricultural Developments
Domestie Trade end Commercial detivity
Foreign Trade
Industry and Investment Developments
Transportation end Commmications
Finance
Labor
Miscellansous

JDMARE :

The weather in November was reporied favorable to
. agriculture, The 1961=62 rice crop is belng planted, Forecawts
on the current wheat harvest are pessimistle as regards quality
and quantity, Bank of Brazil is financing the wool crop, Flanned
agrarian reform in Rio Grande do Sul has met with oppesition from
farmers, Artificial Insemination 1s expanding here., Due to
recent salary increases and pre-Christmas activity gocd retail
sales were reported, The foreign exchange value of the cruzelro

weakened during the month., The lacal money market tightened
consglderablys Additlonal PL-4B0 wheat shipments arrived here,
It is reported that a considsrable amount of Jjerked beef has been

sold to Cuban buyers. Private bank employees' demsnds for salary
inecreases wera met,

1. AGRICULTURAL DEVELOPMENTS: :

m, Rice = It is reported that the iocal Rice Inatituté-n'ﬁaﬁ)
expects to absorb up to 1,000,000 additionsl bags of ricse, Ig,
_bring the total taken up this'year to 3,000,000 bagss Win F
()
fi]
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firmer prices reported in Rio de Janairo and Sio Paulo, the
domestis market for this commodity remains favorable.

b. Wheat - Early forecasts on the wheat harvest, now under
way, are pessimistic as regards both gquality and quentity,
excessive rains baing cited as the main cause of those poor rasulta.
Produetion 1s now expected to be betwsen 130,000 tons and 160,000
tons, representing a drop of between 30 percent and 50 pere-n%
under last year's u'.::l-tagl,1 and gai’n samples have reportediy revealsd
a high parcentage of husk, ospects are that the entire harvest
wilil be Teleased and the minimnm price will be set around §§1,570.00
par 60 kilos in bulk.

Ce 1 - & loan of (§2 billlon has besn granted by the Bank of
Brazil to nece the 196152 waool crop of Rio Crande do Sula.
A State law has been approved by Governor Brizols exempting wool
tops and wool processing equipment from the current sales
consignment tax amounting to 6 percent.

d, wmmigni - During the month of Rovember weather
conditions were reporied favorable to agriculture, Farming
activities were reportsd normal after heavy and damaging rainfalls
in previous month,

|.W « Due to tha recent resignation
of Mr, Alberto mAN party) as _BSeoretary of Agriculturs
Governor Brizola has appointed Mr, Jodo Caruso (PTB party) as lct:lng
Secretary of Agriculture, Mr. Caruso is also Secretary of Public
Works,

fa Aﬁ;zﬁg_m = Governor Brizola ajgned a law on "
November ' 1 creating the "Instituto Gaucho de Reforma Agraria
(IBRA)" (Agrarien Reform Institute) to set up plans and take steps
toward improving farmers' scelal and scononleal conditions, As
reported the press, most of Rio Grande do Sul cattle farmers
protested ageinst this law, In & statement the farmers affirmed
their right to property, and that the problem gshould not bs solved
by pure confiscation of private property.

e m';?m = A consignment of 11,700 vials of frozen
semen ghipped Ly the Americsn Eresders Bervica of Chicago, Illinods,
arrived here recently viam mir, This 1s believed to be the largest
shipment of frogzen semen to be exported from the United States %o
any countryy The material was air freighted in a cylinder
refrigerated by liquid nitrogen., Thls semen vas purchased by the
Rio Grande do Sul Secresariast of Agriculture for the use of
individual ranchers who will pay moderate fees for it. The local
artificial insemination project was started by the State Government
in cooperation with the U,S. Point IV program and has now turned to
a form of free enterprise as regards the sale of semen. However,

[ ICIASSIFIED
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the local Government and Paint IV techniciansz continue to glve I
assistance to an expanding number of organizatilons cooperatives
and individuals who desire to use the semen, Great Increases in
thatgse of this produet are predicted for the next three or four
HONTRSe

2e DO 1 TIVITY:

As @& Tesult of rocent general salary Increases and pre-Christmas
activity, retallers have been reporting good sales, while industry
continues to suffer from slow collections,

Comparative figures of total sales for October 1961 (lateat
figure avallable) and September 1961, and October 1960, are as followss:

(In thousands of cruzgiros)
October 1961 September 196] Qotober 1§60
34,221,890 29,587,280 214358,351
Source: Budget Bureau, State Treasury

It is reported that larger shipments in October 1961 from
Rio Grande do Sul to other domestic markets increased the total
sales for that month,

Protest of trade bills for October 1961 (latest figure
availeble)amounted to @l‘ga 612,850, as compared with (8,293,048 for
September 1961, and @9, 21 h86 for Detober 1960, One of the
important local wholesala f‘:l.m: ran inte finaneial troubls recently
gnd wasz compelled to negotiate s peyment's agreement with creditors.

3. FOREIGN IRADEs

&. Although SUMOC (Federal Superintendency of Money and
Credit) instruction 219 has brought rates for aport exchange down
to about {@300.00 per dollar, this figure i= reported now to be high
enough to meke rice exports attractive.

b, Wheat - Additional PL 480 wheat shipments arrived in Rio
Grande do Sul during the month under review, Approximately 100
metrie tons of wheat were reported lost from the £3, Antares which
recently eollided with another ship at the port of Rio Grande,

Gy Mﬂ%ﬂ% = In a press raport it was stated that
the Cooperativa Tanense de Carnas e Derivados Ltda, of Sentana
do Livramento, Re(eSey 801d 8 conalderable amount of Jerked beef to

Cuba, OCuban buyers are required to pay #250.,00 sash per kilo of
unclassified jerked beef, and are alsoc responsible for the pnckagj.ni

| ovcrassFiED |
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and shipping of the baef. Cattle ralsers belleve this to be a good
business transaction, representing (470,00 per kilo livewelght of

INVESTMENT DEVELOPMENTSS

ae ml_&%pﬁ - (Ref. Gonsulate's despatch No, 3l, Jamuary 10,
1961). On Kovember 25, the first meeting was held, presided over

by the State Secretary of Finance, far the formatlon and subscription
of capital of the mixed corperation Finog Pi This
steel plant is planning & year-round production of 60 metric

tens of sponge iron, 60,000 toms of basic steel, and between 40,000
and 15,000 tons of tinished products.

be New qaggtxx (mtmtigﬁ) = The locel manufacturers
INGAFORTO claim to hava for marketing a new preduct in the form of
steel or brass nuts menufactured on an sutomatic lathe deviged h{
the firm, They claim a production of 30 ymts per minute and state
thet these muts are for use in the electronlcs, metal, automotive
and mechine industries., Thls mew industry ls gupervised by German
technicisns, but no German investment is reported,

Se TATION AND COMMUN. IONS:

8. W‘ - Varig Airlines has started the operation of
weekly flights, evary Friday, using Boeing 707s from Porto Alegre
to Buenos Aires, and from Pgrto Alegre to Sao Paulo, Rio de Jameireo
and New York, :

b, m_gmmm - At the Porto Alegre alrport, S8algsdo Filho,
ILS equipment has:reésniiy been installed. This is & U,S. Foint IV
cooperation projeet with Brazil, and American technicians helped
inatall the equiyment,

¢. Stute Railyoad - It is reported that the local railrosd
system will receive an additional 60 Diepel engines from the Federal
government, and that, si' the end of 1962 this Pailroad will replace
8ll its steam engines with Dissel units,

a. m{._p_gw = Dredging operations are undervay at
the port entrance of Rio Grande, The Federal Departaent of Ports,
Rivers and Channels reperted that the draft for Ric Orande will be

degpened to 35 feet, against the previous draft of 27 fest, This
will facilitate the entrance of bigger ships, particularly tankers,

' !!1‘.9.} - g fares in POrto Alegre were recuntly increased
an average of 32.li percent, and. strast-car fares weTe increased

20 pesrcent.

| & _
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8¢ Exchange - During the month of November the free markast ‘i
forelgn &xchange value of the eruzelro weakened spgain, fluetuating
from 8 high of #§535.,00 to & low of ([{#565.00 per dollar, compared to
#295.50 and {§529.00 respectively, in October 1961,

Aglos at the special eategory dollar auctlions reached an
average of 662,60 per dollar, The mmount sold was reported to be
B,EOO dollars, No Irom Bloc agreement dollars were offered for
salae,

be my_cgng&mfy- A reliable sourcs reported that deposit
draing, resulting largely from heavy tranafers which followed Rio
and Sao Paulo bank strike settlements, have tightensd the local
money market considerably, and banks have practically suspended
loaning operations, A& local branch of an important forelgn bank
repﬁrted that exchange turnover dropped sharply in an irregular
market.

[ !%E Bapk - The first branch in Rio Grarde do Sul of the
Banco de Intercemblo Marcantil Cooperative Ltda, of Rio de Janseira
hes been opened here, located in the business center of town,

Te LABOR:

After threatening to go on strike, State private bank
etiployesf demands have besn met as roliows; Increass of 40O percent,
effactive November 1, 1961, with a minimum of {6,200,00 and a
maximum of 1/,000.00 per monthi an additional 26 percent increase
to be effectiws May 1, 1962. It has baen estlmated locally that
this inorease will ralse salary payments of banks in this Stats
to (41 billion,

The apparent inabllity on the part of Federal authorities to
curb rising 1iving costs is causing incressed apprehension in labor
circles,

8. MIGCELLANEOUS:

P}Lmﬂmw » Due to overload and other
tectnical rensons some power cuts occurred during the month under

review, The local CEEE (Electric Power Company) states that this
overload will be removed as soon as additional power plants are

put in operation.
/ 4 1',\1%-’\._1
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The extrere heat of November seens o heve induced a certain
guietude ir everyhhing. Price and wage rises continued but such things are
new considered as ocrrmon 2= the rising of the sun, Cld issueg were
discussed end old solntions proposed, Obristmas ceceraticns, somevhat
more gparse than last year's were appesring on the main streete, but

_shoppiny activity wes anythin but infenssa.

There were corplaints about the IBC's policles and corplaints
about Parans's bad roads and inadeguate eleetric powper. Cpening of the
Fonts Crosea=Curitiba rcad waa promised for Uecgmber 3Ll and 530 Paulo gave
a Fand by sxtending electricity lines %o Maringa.

Credit eaged semewhay and bhanking transactiong reiurped tec novral
after the strike,

1I AGRICULTURE.
1. Loffee

Complaipte against the IFC were hwend from cofiee wroyers
throughout the state, In a meevdng of planters held in Jecarezinhn the
TEC was condemned for losninc money for the censtructien « Brasilia while
being rlggardly in granting unds for coffee celtivaticu. Low prices and
axcessive doonrentary requirements (income tax receiphs, electoral cards,
proof of centributiens to the Servige Rural) were additienal r:ause!—Ticr
cormlaint, botl et the megting an in furitiba and Londrinae

L coséximhasey,Hio de Jeneiro (2) by
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|_- Shipments of L00,000 bags from Paranag‘ne’ were reported, all hut 50,000 _|
bags representing exports. Prospecte for continued heavy shiprente are considered
goody
Sources: "Didrio do Farané." - bov,15,10,25,26,1961
Uistado do Parsra' - MHov,12,26,196L1
"Fitira Hora" - Ngv.22,1961
'"Tribuna ao Parsna¥ -Fow,1l,18,21,156]

2. Mate:

Mate sales are A so woving #long ncrreelly. Some four million kilos were
exported in Neverber 2pd another million were £cld for internsl consusphien. Prices
and exvori guotas to the Ciilean mar¥et wer sed and a4 pew ratic syster f{er
exports o Urmguay was set up. The new systen eslehlishes guotas baserd on expcrte
For the period 1958-70.

Sources: "Diaric do Fersnf! - Kov.1l,2l,1561
"Estado do Farars! - Kou,lh,196L
Iustitute Vselonsl do Yete.

3 Wheats

Beavy rains in Parand and fleods in San*s Cotarina heie done severe darage
tn this year's wheat crop. An estirated B0% of the expected harvest in the Ttajai
Yelley was destrayed by the Neverber floods, Meamwhile, PSD deputy Jose Loffmenn,
2n inveterate oppertunist, took the flocy of the Stats (Parana) Assewbly to
declare that fons of home-grown wheat sre rotiing in warehmses hreause the Federal
Governmeni, hae not yet sat minirum prices, ond wheat nill evmers refuse to pay
the seme price for pational whrat that ther pay for irported wheat (1300 ecruveires
a bag), Hoffranh ended by recomending the despatch of telegrems to government
cfficigle calling for the eetablishment of s netionsl wheat price,

Since the stock yesction of IFrazilian npoliticiane te ell difficult questions
conslets in sending teleprams in all rirections nobody is likely to be shalen up
by the hesvy traffic on the Western Union wires.

Scurces: "Difric do Parang" - dov. B.23,28,1961
"yustado de Parama® - Nov.h, 15961

i, Cormn:

The sirseior of the Parané flze which exported 200 tons of corn t¢ “Yhile
last rorth is erying Bfoul" at Yo Paulo ponltry fsrmers who have decided te
irpert 2L.000 tens of corn frow the United States, 1he Paulistanos claim, with
Justificetia) that the Americen corn ccate loss. However, the Farapsense 'ssys
that by the time the Ameriesn corn arrives the price for Parana corn "Pessiplyt
will have dropped. 4 bit of flag waving was alse tlwown inte the apgurent.

Sourcet "Polha do Coméreic! - Wev,13, 1061 .

L
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The laber front was somewhat calmer during November but the cycle of
wage and price increases c nmbinved, with the pramire of mere to came. Altheush
the shopping areas are crowded there enpears to be a great desl more window-
shoppinge than buying.

i=H

(hetical eowpanies pranted workers & 25 to 53% incrsase in wagew, one
of the norpanies {A1be S/4, a Borden Company imvestment) abstaining from the
egyrecment bubt promising to wark-out @ contract by December.

Censtrueticon workers won a £20f increase and the prorise that s new
contract would ke sfrned before March 1962, Demands for extra pay for dangerous
vork, thirty deys vacation and a month's benue are being heard,

Curitiba rrade schoel teachera were rrented a L0F salary increase while
hiph schocl teachers received LG,

Hailwey workers are dewvandipe e LO% raise and waiters and hotel
erployees are carpaiyning for 2 simllar increases

Scurces: 411 newspaperss

IV TRANCPUSTATTION AKD 0O TRICATIONS

1. Cia, Forga e Lyat

To ccrpensate for a 267 wage ineraaer pranted Mov.l,19¢1 and a LOZE
inorease to tale effect oh Feb.l,l98? the lecal electric company (Amerdiean and
Forelgn Power subsidiary) requested a 75% incresse in rates. However, the federsl
Govermment was willing o grant only 664, The hisher rate took effect on
Novembar 1,

COMYEFT: The dirscicr of the company menticned in a conversation with
the repertine officer that in the firet six menths of 1561 the
ccmpeny lost about USH500,000,

2. zlectricity Uevelopments:

Pewer linee from SAc Paulo were extended to Narin_.rz, Horthern PPrané_,
providing that city with an additional 3000 kilewatts. 1t appears that if the
eleetricity vhootape in the north is %o Le sclved 58¢ Pavlo will de it, Wwith this
cbjective in nind the Inter-imerican Nevelopment Bank gronoted a USEL,L0D0,000 loan
to Usings Dleckricas do Parsneperema &/, and to Gerpanbia Hidreelatrica do itio
Prado, The two sBo Psulc firms Surnies emergy to lower <Bo Peulo amd upper Farens
and the lean will be used to expand and improve distribubicne

(- -
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3. Parenegdt

FORM F3-4290
8180 &

4 Tirm hired by the state of Faranéd to make 2 study o1 hhe port of
Paransgna published its repert. The report, reiterates what everybody has known
for ages - Parapagua is in nrebiy bed shape. It recornends inercased warekouse
capacity, dredeing, and the dnstallation of more mogern loading arnd unlooding
equipmsnt, especizlly suetion urloaders for yrain shipnents.

Sources: 'Didvio do Ferarz! - Hov, 12,22,19€1
"Estado do Paraps! - Now, 22,1961
gazata do Dovall = Nov,r2,1901
V FINANCE:
Money and fxchanpes:
e credit situgticn hoe essed sovewnet with the end of the bank
srployees strike, and discounting operations are gredually hecoming normal.
Eychenge aperaticns remain virtuslly paralyced, nost banks clting the

¢ Ifieial™ srchanse rate while the rate at axchenge beuces in Wic end S8c Feule
rockets vp to nearly Z00.

Sowrce: TMret Katiopal Gity Bank,Curitiba drarch.
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" INDEX Reference Regor'i:ea' j |

1. Finance--Corporaticn Stoeks Drop, D-12 A. D. V@ntu:\:'a
Cruzeiro Weakens on S&0 Paulo ¥
Finaneial Market

Petroleum--Petrobras to Bulld D-15 D. Ventura
01l Terminal at S&o Sebasitlfo,

and Pipe Llnes

Transportation-~Fluvial Port: on D-16 D. Ventura
Parand River

Foreign Trade--Mexican Industrial D-13 D. Ventura
Mission in §8o Paulo

Flnance--olas State Budget for D-12 D. Ventura
1961 Reflects Defilcilt

Radlo—TV Employees Strike D-1T J. Liebof
Attempted General Strike for D-1T7 J. Liebof
Christmas Bonus Falls

Journallsts Strike D=1T7 J. Liebof

Finahce--Corporation Stocks Drop, Cruzeiro Weakens on Sfo
Faulo FﬁancEaI Market

The 880 Paule finenelal market reacted unfa.vora.bl§ to the

111l to limit remittance of profits (see despatches 158Df
December 1 and 163 of December 13) recently passed by the
. Pederal Chamber of Deputles, Corporation stocks dropped overnlght
by en estimated average of 15 percent, but recovered sligh
by the end of the first week of December. Trading in Bapk of
Brazil import-export notes, and obligations of financia% and
inveatment companles slowed down considerably. Cruzeird. to
_dollar quotations on the so-called "manual" (black) foreign
™
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re_:-:cha.nge market went from Cr$363 to the dollar on pecember 1 to T
gr§i50 to the dollar on December 13, The cruzelro, however,

rallled to Cr§420 on December 14 after the general strike, called

by labor unions for pecember 1l in support of & Christmas bonus,

was a fallure.

Qomment; The reaction of the S#c Paulo financial market
reflects he growing alarm and uneapiness of the local hueiness
scommunity in the face of riging inflation, labor unrest, and
other soclal and economle problemns.

2. Petroleum--Petrobras to Bulld 011 Terminal at S&o Sebastifio,
and Fipe Lilnes

The construction of an oll tanker dock at Sfo Sebastifio (S. F.);
a pipe line %o iink S%o Sebastifio with Santos, and the extension
of the Santos - 5&o Paulo pipe line to Campinas were discussed
at 8 meeting between &an officer of Petrdleo Prasileiro = PETRODRAS
and the Governor of the state of S¥o Faulo. o e 3
projects is gcheduled to start early in 1962 and be completed in
December 1963 at a zost to PETROBRAS of 5 to 7 pillion cruzelros.

comment: The construcilon of a pipe line linking 810 Sebastlldo
and 8antos has long been under study. Because the shannel that
leads to the Santos docks is relatively narrow and ghallow, large
tankers dock at SHo Sebastiffo instead, where the oil 1lg trans-
shipped to smaller tankers that carry it on to Santos for dellvery
to the Presidente Bernardes refinery at Cubatifio. The new plpe line
ig designed to ensure a more continuons supply of 01l to refineriles
and reduce operating coste.

Fa Transportation--Fluvial Port on Parand River

The 0fficlal Gazefbte (pidrio 0ficlal) of the gtate of 580 Pauvlo
announced on December 11 tha & Tederal and 8% Paulo Governments
have agreed to builld a fluvial port at Presidente Fpitdelo, SHO
paulo. Initial outlay for congtruction of the first 900 feet of
the 1,500 foot docks will of which

nalf will be expended by the Sto 1o State Qovernment. The docks
will be located at the terminal of the Soracabana Railway trunk
line.

Ccomments Fresidente Epitdcio, in southwestern Sao paulo, 1is
1ocated across the Farana river from Mato Grossd. It is an
important traffic point for merchandlse moving between 8&o
Paule and Mato Grosso. The existing port faecilities have long
peen considered cbsolete, precarious, and inadequate. The new
doogks will contribube to the development of navigation on the
Parand Rlver and to the improvement of the Sorocabana Rallway

Eervi.ces . J

UNCLASSTFIED

Gra B0 2847




Pag 3 o
Encl. No..

PP fifisorigen sdo Paulo

' EoRM Fadwe TNCLASSIFIED

|_1!. Foreign Trade--Mexican Industrial Mission in 885c Faulo _]

: A W¥xican Industrial Mission, headed by Mr. Pldelo Garcia
Reynoso, President of the Latin American Free Trade Zone Inter-
minlsterial Commigsion and Deputy Secretary of Mexlco's Depart-
ment of Industry and Trade, visited %o Paulo November 28 -
December 1. The mission was primarily interested In establishing
contact with loeal manufacturers of motor vehicles and auto parts,
with a view to studying the possibility of Mexleo lmporting
Brazilian forged auto parta, which are not manufactured in Mexico.

Comment: Mr., Reynoso sald that he was very favorably impreased
with The technologleal achievements of the Brazilian automotive
industry, as sscertained during the mission's visits to the local
inatallaéions of Pord, General Motors, Mercedes Benz, Volkswagen,
Willys Overland, and three mejor producers of heavy forged auto
parts. Mr. Reynoso indicated thal representatives of other
Mexican industries would visit S#o Paulo in the near future to
atudy further opportunities for developing trade relatlons between
Mexico and Brazll,

5, Finance--Golds State Budget for 1961 Reflects Deficlt

The Secretary of Finance of the State of Golds announced
that the State budget will show a defleit of approximately 1.2
billion cruzeiros for fiseal year 1061, ending December 3l.
Revenue for the year 1s estimated at 3.2 billlon.

Comment: Showing concern at the State's financial sltuation,
the Scoretary of Finance sald that Golds will be able to cover
the budget defleit only if it obtains long-term loans from the
Federal Government.

6. Radico—TV Employees Strike

A 36-hour strike of S&%o Paulo radio and television employees
which silenced all local radio and television stations ended
Decenber 13 with a decislon of the Reglonal Labor Tribunal
awarding the workers & 45 percent wage Increase. The settlement
provided minimum increases of cr7, 000 per month for broadeesting
and administrative employees, and Cr#§6,000 per month for other
employees, and a maximum increase of Cr$l6,000 per month.

The principal lssue separating the employers and the unlon was
whetner the agreed-upon 45 percent increase would be offset or
not by other incresses previously granted during the last
contract year, including the 10 percent minimum wage increase
decreed in October 1961. This issue was decided by the Court in
fayor of the union. There was no violence reported.

L -

GPO 902887




L

Page = of

Encl, No.

Desp. N

P Amcongen S#o Paulo

__l

. Attempted General Strlke for Christmas Bonus Falls

In an attempt to pressure the National Congress Into passlng
legislation granting a Christmas bonus of one month's pay to all
workers, some of the more leftist-oriented S#io Paulo unions, in-
cluding those in the metal-fabrilcating, printing, glass, textiles,
chemical, and peper products industries, called a general strike
effective 12:01 A. M, December 1i. The projected strike had
previously been declared illegal by the Minlster of Justice.
Although a few plants were ¢losed down,the vast majority of

indugtries and commerclal establislmen{:a continued %o funetion
normally.

Conment: The failure of the strike was generally attributed
to the prompt and forceful measures by the authorities in arresting
hundreds of strike leaders and pickets, and the fact that the unlons
zgfiliaﬁg with the Demooratic Union Movement refused to support

e strike,

B. Journalists Strike

The Reglonal Labor Tribunal on December 5 ended a 3 1/2
day strike of 38c Paulo Journalista and radlo - TV newscasters
by awarding the workers a U5 percent wage increage and a minlmum
monthly wage of Cr§22,000, Durlng the strike Sdo Paulo was
completely without local newspapers QY news broadcasts. While
no generalized violence oceurred, there were secattered ineidents
when the police unsuccessafully trled to dislodge strikers who
physically prevented the circulation of newspapera which had
previously granted thelr employees wage increases approximating
the strikers' demands.

Comment: Following the settlement the Sfabe authorities were
attacked on one side by conservative newspapers for having tolerated
alleged violence by the strikers, and on the other slde by the
left-wing press for having allegedly used violence againat the
atrikers. The State Governmemt replled that 1t had acted to
maintain order and protect the newspapers® property without
prejudicing the journalists® rights to atrike or resorting to
methods offensive to human dignity. There were reporss that
some newspapers had actually welcomed and even fomented the
atrike to force the Federal Government to restore the former
preferential exchange rate for the importation of newsprint,
sboliphed by SUMOC Instructlon 204 in June 1961.

4/:1-7‘\_.
Scott ¢, Lyon
Consul _
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SUMOC Decrees Lowering of Deposit Requirements on Forelgn fy,’& .
Exchange Furcheses, g{;ﬁ"
Mixed Congressionsl Committee to Redraft Profit Remittance Bill. %
Rent Control Law Extendad by the Senate, 51
Gnverrg;ent Requests Federal Auterquias to Submit Balance Sheets

in 1962,

Reduced Postal and Telegraph Rates to be Effective in Januery.

Diplomats Abrosd to Receive Increases of 30%.

Cbristmas Bonus Strike in SHo Paulo.

COFEG President and Councll Ramed.

Creation of Netional Transportation Council.

BUMOC Approves Clearing Agreement with Communist China. .
Brezil-Yugoslave Commission Considers Means of Increesing Trade, :-

FHHEE N HHHHHE

SUMOC Decrees Lowe: of osilt Reguirementa on Fore.
Purchases. B

On December 6, 1961, the SUMOC Council issued Instruction 221
providing for the gradusl elimination of special deposit requirements
for purchase of foreign exchange for both iwports and financial tran-
eactions, Previously, importers hed been required to deposit with the
Bank of Brazil 150% of the eruzeiro equivalent of foreign exchenge
purchases for imports against the iwsusnce of 150 day, . 6% Bank of Brazil
Ietters, and benks have been required to deposit 50% of the cruzeiro
counter value of foreign exchange sales for financial transactions with

n Jeumoc
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SuMoC for six months without :I.ntefeat. Pursuant to Instruction 221, beginning |
Jenuery 1962 eech of these deposit reguirements will be reduced by 10§ each
month until the requivement lm eliminated,

(UNCLAESIFIED)

Comment; At the end of October, inport latters outstanding smounted
The total smount deposited as & result of forelgn
exchange Sales for financial $rensactions is not known but is not belleved
to be e significant emount. Gradusl reduction of thewe requirenents, as pro=
vided in BUMOC Instruction 221, will result in the releass of about Cri30
wi1lion into circulatien during 1962, It has been reported that BUMOC Council
agreed to this step on the promise of Congressional leadars that the proposed
pi11 suthoriging the doubling of compercial benks® compuleory reserve re-
quirementa would be pasged, Bbould the bank reserve Tequirement 1ill pass in
the naxt Congress snd should reserve requirements be doubled as a consegquence,
the monstary sffect of the relssse of funis presently tied up in dmport
1atters would be offset.

Undoubtedly, the overriding consideration leading to the issuance of
Instruction 221 was to try %o entoursge confidence in the face of the depre-
siation of the crureiro in the camblo warket (s high of Cryli70 per dollar was
reached on December 13) which added %o the geperal stmosaphere of disturbance,
confusion and, for the Gov t, embarr t. With the provision for the
graduel elimination of the deposi irement for forelgn exchange sales for
financial transactions, 1% is expected that the ainparity between the financisl
exchanga rate at banks snd the cerbio rate {whers mo desposit is Teguired)
will narrovw.

{OFFICTAL USE ONLY)
JRrizay.

2. Mixed Congressional Committee to Redraft Profit Remlttance Bill.

The Brazilisn Senate did not sct on the Brant Profit remittance 111,
earlier passed by the Chamber, before ad journing on Dacember 15.
adjourning, however, the Congrassicnal leaders of major parties decided that
= mixed Congressional committee consisting of 3 wmembers of each House should
be appointed to study spd, redraft the bill along linas which will be acceph-
able to both Housed. Prerumably, the podifications agreed upon by the mixed
committee will be acted upon by the Senste when it reconvenss in February.

(URCLABSIFIED)

Comsent: It has been reliably reportad that opponents of the bill had
sugtersd sufficient votes in the Benate to have permitted outright rejection
of the bill before adjournment, The Administratlon, howevar, reportadly
preferred & mors conciliatory spproach to avoid leftist recripination. In
Jight of the severs criticism of the bill from all gquarters, it may be

[expected J
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expected that & number of the more oharous provisions will be drastically
nioddified - particularly those requiring thet remittances be calculeted on
the basis of the cruzeiro value of the firm, the prohibition against adding
reinvested profits to the remittance base, the requirenent that Brazilians
must register foreign holdings, and the prohibition against foralgn companies
buying into existing Brasilian firms, According to Congressional sources,
even the leftist supporters of the bill were embarramsed by the repercussions
which resulted from the Chamberts approval of the bill. It is significant,
however, that all discussion is.in terme of modifying the Brant bill rather
than rejecting or substituting, so that it appears 1likely that the profit
remittance b1ll, if adopted in the next sesslon of Congress, will contain a
£lot rate restriction on remittences and capital repatriation.

(OFFICIAL USE ONLY)

JKrizay

3. Rent Control Lsw Extended by the Senate

On December 11, the Serate approwed the 11l extending the Rent Control
Law until December 1962, without dment. At the ion of the last
extension, several changss in the text were proposed by the with the
purpose of improving the position of landlerds. These changes wers, howaver,
rejected by the Chamber during the recent sespion bafore the matter was
submitted to the Senate.

(UNCLASSIFIED)

Comments: In spite of the tremendous pressurd exerted by landlords,
the current legislation wvas approved unsnimously snd without smendment,
landlords wers peomisad by the Justive Cosmittes of the House that the current
Rent Control Lew would be revised during the forthcoming sespion in order to
correct the present injustices. The law now extended permits only annual
increases on rental contracts which, in view of the rata of inflation ex-
perienced in recent years, has resulted in tremendous distortions in rental
markets,

(OFFICIAL USE ORLY)

WElomeyer
JErizay

b Governwent Bequests Faderal Autarguiss to Bubmit Balance Shests in 1962.

The Gensrsl Accounting Office of the Union sddressed & commmication
to all Federal sutarquias raquesting that their 1961 balance sheets ba for-
warded to that Office before Jenuary 21, 1962 in order to parwmit the com-
pilation of a couplefe economic and rimpncisl survey of mctivitles of all
state yun enterprisea which operate cutside the deral Budget.

(URCLASSIFIED)
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: Compent; The submission of this informstiom, if the raquest is cerried
out, wiTL enable the Government to present, for the firet tiwe, a consolideted
gublic sector balance shest and permit the eventual formation of a single
public sector budget. The fact that a large part of federnl fiscal operaticns
takes place outalde the Tudgetery sector Das constituted one of the technical
road blocks to veing fiscal policy as sn sconomic tool, Likewise, the lack
of & slogle ublic ssctor balsnce sheet has hanpered analysis of theimdtictsry
impact of federsl figcal operations,

{UNCLASSIFIED)
JErizay

5 Reduced Postal and Telegraph Rates to be Effective in Junuary

The Minietry of Transportation snd Public Works has announced that
postal and talegraphic rates, which were incresssd last July (ses Emdes 1IR5,
August 18), shall be reduced effectlve Jenuery lst, 1962. Coronsl Dagoberto
Rodrigues, director of tha Postal snd Telegraph Services explained the mction
on the grounds that ®ginca the Postal and Telegraph Service is not an industrial.
enterprise, tut & public service utility, its wmain purpose should be the im-
provemsnt of commmilcations end not the collaction of profits”.

#he mein differences will be s reductlon of an aversge of sbout 25%
in dowmestic rates while intersational rates are to be reduced by an average
10%. Mﬁnomshnamhmofcmntmm
ctive as of Januery 1, 19623 ordinary wail (Brazil) from
Or$10 to Crd6; Alrmail (Brezil) from Cr$l5 to Crdll; Adrmai) (South Americs)
Cr§20 to Cr§ll, sirmeil {United States) from Cr§25 %o Crd2l; airmil (Europe)
from Crdhs to Cr$37. Imter—city telegrams (25 words) were reduced Irom cr$s50
to Cr$30; night lettars (25 words) from Cr$l0C to cx$B0.
(UNCLASSIFIED)

Comment: The rate reduction will probably ceuse an increase in the
pontal deflcit for 1962 (nov emtimated at Crill.2 billion) by roughly
Crél pillion. Thopgh the emount invelved is not considerabls in terms of
the snticipated total Pederal deficit, 1t is soaevbat disturbing in that it
dces constitute m retrest from one of the few concrete wtabiligation measures
taken by the Quadros Government.
(OFFICIAL USE ONLY)

Wiegerinck
JKrizay

6. Diplomats Abrosd to Recelve Jncreased of 30%

A 30% cut in total saleriss and sallowances of diplowats aswigned
abrosd wan smong the "guberity” messures teken by fovmer President Quadros.
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" feglnning Janvary 1962, according to recent instructions from the Brazilien
Foreign Office, Bragilian Siplemate abroad will agein receive palaries and
n].‘l.ﬂm;mu on the basis of pay scales which were ln effect in the pra~Quadros
e .

(UNCLASSIFIED)

Comment: The now revoked was edopted by former President Janlo
Quad ostenaibly in an effort to save forelgn exchange. In teyms of foreign
exchangs savings, howevar, tbe maspure naver did amount ko much, tut 1t wae
emong Braxllians vho; generslly, feel that Brarilian diple-
As & mastar of fact, allowances of Brazilian
are smong the highest in the world.
 (OFFICIAL USE ONLY)

JKrigay

T+ Christmas Bonus Strike in 88o Paulo
The Communist end pro-Communist Jbor lesders in Sfo Paulo recently’
attempted & general strike in that clty, in opder to force Congress to Bpprove
a bill which would require employers to pay e Christmas bopus of one-month's
salary to all employees The tic 1sbor lesders of Sdo Panlo originally
went along with the Prop 4 strike, of hip sentiment for it.
However, on the night of December 13, they {gsved & manifesto asking their
nembership to refrain from contributing to gensyal unrent, to remsin at work,
and not to support the politically motiveted strike with which they had hecome
aisappointed. In the meantime, the Chamber of Deputies, which had approved
the first reading of & i1l to grant each worker such a boous by & large
refused to take ection upon the pecond reading. In view of the
tion, and the tine element, 1t seemd almost impossible that the
111 will be approved this year.

Jeanwhile, in Sic Pauld, the strike mitempt wes partially effective in
the industrial fisld, with ial apd transportation activitiss spparently
jargely normal. The gtata government is fiymly opposed, a8 is the leadersblp
of the pro-cmunut nevapeper Ultins Hord and the strike is expected to
peter m;t. (The Consulate in 5¥o Panio will report this development in mere
detall.

(URCLASSIFIED)

Comment: This is another exsmple of widespread naticnal irresponsibility.
Tn this cese, fortunately, the Prasident is likely %o be irritated with his
Communist lsbor lesder friends, It might even csuse him to be more caraful

in supperting them.
(OFFICIAL USE ORLY)

JTFiskburn
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- COPEQ President and Counncil Nawed

The first general sssembly of COFEG {Comparhia Progressc do Estedo da
Guansbara) wns beld on December &, 1961, under the chairmanship of Governor
Carlos lacerds, at which its president and officers were installed. The
initial capital of Cri600 million had been subscribed, & winimum of 51% being
beld by the Btate Govérnment. The new preaident, Sr. guilherme Borghoff, is
& prowinent Rlio businessman, hasd of & well established wholesale sutomoblle
parts firm, snd Tormer president of the Rio Chaxber of Commerce, A distinguish-
¢d board wam also chosen, headed by Er. Clemente ¥ariani, Minister of Finance
undar the GQuadros Govermment, The by-laws of the company have still to be drawn
up. !

Compents It wes reported that the coupany will have a8 one of ite .
principal projects the development of industrial sremin the State of (usuabara
along the Avenida dms :Bn.nﬂa:l.m&n:laz the Santa Cruz Bres.

(U!BI.AHSIIED)
SHWenver

Q. Cragtion Of Naklonal Transportation Councll

The Council of Ministers approved on December 7 the creation of the
Fational Transportation Council, to be subordinate to the Ministry of Trans-
portation. This nev Council has 55 ite main yurpose the study and astablish-
ment of » general transportetion policy, the coordination of feleral invest-
ments in transportatlon and the development of guidance to be followed by
competent sgencies. It will bave as its President the Minister of Transport
and as its mewbers the President of the Tetional Highway Council, the Director
of the Merchant Marine Commission, the Director of the Federsl Failroad Net-
work and the Directors of the Fetional Department of Higiways end Fational
Departuent of Ports, Rivers snd Conmls. The ministries of Asronsutics, Favy
and War, as well as the BHDE will also have representatives hs members,

. (URCLASEIFIED)
fGAnderson

10. SUMOC Approves Clearing Agraement with Communist China
e —

The Foreign Ministry bas sunounced that the SUMOC Council, in its
sasplen of December 13, year payments agresment, between
themkutwilmdthchm-a!uwm Pank, The Agresement was signed
1n Peidng on August 21, on the occasion of the visit tbo thet country by the
Brazilisn trade mission, hesled by the then Vice-President, Jofio Goulart.
(Sae Emdes 199 of Eeptexber 14, 1961)

The approval of the Agreement opans up possibllities of direct trade

betwesn the two countries, in an smount which may resch $56 willion.
(UNCLASEIFIED)

|
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11. Brazil-Yugeslav Comsission Conslders Means of Increswing Trads

A mwixed Braril-Tugoslav Commission met in the Brazilisn Foreign Office
for the purpose of stulying means of increasing trade between the two countries.
The Yugoslavian section was healed by Vaza Vescovic, director of the Department
of North end Bouth Americe of the Yugoslavien Foreign Trade Committee; Minister
Jorge de Carvalho e Silve, Chief of the Esstern Burcpean Division of the
Foreign Ministry eaved ms chief of the Brazilian section.

Yugoslavia is particulerly concerned %o increase its exporis to Brauwil,
in sn attempt to reduce its §8 pilifon deficit in the trade belance betwean

the two countries.
(URCLASSIFIED)

Comment: The meeting of the mixed Cemmissicn coincided with a weeting,
4in Rio de Jemeiro, of the chiefs of Yugoslavien missicns in Latin America,
presided over by Ambassador Jaksa Patric, director of the Secretariat of the
Fugoslavian Forsign Ministry. According to Petric,the chiefs of missions,
mesting was directed at an increase in relations batween Yugoslavia snd Latin
America, and above all, an expansion of trade with the hemisphers.

(URCLASBIFIED)

RAGoldstein

For the Ambassador

Mﬂuw—,

Distributdon:

POL, ECON, UBIE, Agric, Labor, Legal, Ay, Navy, Alr At.; JBUSHC Army,

Air Section, Revi; Congen, Sio Psulo; Comsulates Ppazil; Eabessied Asunclon,
Puenos Aires, La Pax, Lima, Montevideo, Pamma, Quito, Santiago, Moscow;
Commander-in-Chief, Caribbean Comsand, Quarry Helghts (4).
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SUBJECT: yommmry EOONOMIC SUMMARY - NOVEMEER, 1961.
-

SUMMARY 2

The major economic development of the month was the passage on
November 29 by the Chamber of Deputles of a strict, naticnelistic profits
remittance bill which caused much concern in domestic as well as forelgn
‘business circles, This note of pessimisn was added to by Congresa®
approval of the Federsl buiget, with an estinmated record deficit and 1ts
failure to act on the Governmentts tax reform proposals and bank reserve
bili. There was, nevertheless, strong criticiem of the profite remittance
bi1l in the press and by leading figures such aa former Finance Minister
Merisni epd former Prealdent Kubitachek, with hope that the 411 would be
pubetantially modified by the Senate in February when Congress reconvenss.
Another eignificant occurrence Qupring the month was the snnouncement in
the Rio prems that the International Monetery Fund bad suspended Brazil'e
drawings on stand-by credits negotiated last May. The reason given by
the press was Brazil®s fallure to sbey within the cradit expansion and
money supply limits provided for in its agreement with the Fund., Press
comments, however, expressed confidence that the iemue could be resolved
through consultation. f:—:

=
The incresse in the cost of llving in Rlo de Japeiro of 5.8% wasc.

the largest of sny single month so far this year, bringlng the cumilatlve

increnss since the begiming of 1961 to 35,2% compared with 18.5% for &

the same period lest year. The cruzeiro weakened considersbly, falling -

especially after passage of the profits remittance bill. The average

check buying rate for the month was Crg3h5.00 compared to Cr§308.00 for D

October.

Business conditions were good on the vhole with treding et retail
levels 8t a brisk rate in view gf increase neuow. oduction
spparently increased generally to meet ris conf requirements.

i (SEWeaver)
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rom_RIO DE JANEIRD
FINANCE:

Financiel developments in November began with the Govermment's efforts to
bring under control a spiraling rate of inflation end to heve legislation
enacted which would permit mome degree of stabilization in 1962. To accomplish
the former, the BUMOC Council "recommended" that the Benk of Brazil submit to
global limitetiong on its lending operations and thet it limlt rediscounts to
comuexelel banks in liquidity difficulties. To atback the problem of inflation
next year, the Govermment sutmitted to Congress a tex reform bill designed to
inerease revenues by Cr§TO billion and supported a blll which would permit
raising compulsory reserve requiremsnts of commercial banke to double the
preeent ceiling of 14 and 7% for demsnd end term deposits, respsctively. The
month thus begen on an optimiatic nobe which chenged o pessimism by the end of
November with the passege by the Chamber of Deputies of an extremely nationalis-
tic profite remittance bill, the approval of the Federal budget with an esti-
mated record deficit and fallure of the Congress to act on elther the tax
reform or bank reserve bills.

The mejor economic event of November was, of course, the approval of the
profit remittance BI1l by the Chamber of Deputies by a swprisingly large vote
(151-60), The bill was sponeoxed by Depuby Celso Erant (Labor Party) and in
addition to the provieions of the bill earlier proposed by nationalist leader
Serglo Magalhlies plugged many of thet bill'e loopholss. The passage of the
bill by the Chamber caused near panic in foreign business circles. The respon-
aible press stated Its oppositlon in strongest terms and several leading
figures, including former Finemce Minimter Mariani end former President Kubits-
check, issued public statements condemming the measure.

In ghort, the bill provides for an sanuel limitation on profits remittances
of 10§ of the cruzeiro value of reglstered foreign investmente and an anmusl
limitation on repatrietion of capital of 20% of the seme valwe, Reinvested
profits would not edd to the base on which remittences or repatriation would be
celculated and mny remittence of over 10% would be considered repatriation with
the base being reduced accordingly. Other provisions of the bill would require
Braziliens to declare their foreign holdings, prohibit foreipgn fiyms from
scquiring ownership of existing Brazilian firms snd prohibit foreign banks from
eccepting deposits except where the country of the heme office permits Brazilien
banks to operate on & reciprocal basis.

The requirmment that regisbtered cepital of firms be calculsted in terms of
eruzeiroa ig perhaps the most onerous provision of the proposed bill. Since the
lav would not permit adding reinvested profits to the profits remittence base,
the percentage of profits that firms could remit im dollar terms would gtesdily
diminish as infleticn proceeded.

It is expected that the bill will be substantielly modified by the Senate
in February when the Congress reconvenes.

| - ==
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The SUMOC Coumcil (of which the President of the Bank of Brazil 1s a
menber) issued "recommendstions" to the Bank of Brezil referred to above, in |
1ight of a tremendous expansion of Bank of Brazil 1oan sctivities which hed
teken plece in September and Octover. This expsneion of loans was faoiliteted
by the return flow of currency 1psued to meet liquidity demsnds on the part of
the public during the August-September politicel erisis. Of & +totel of Cr§5e
pi111ion issued for thie purpose, only Cr§l5 billion wms sctually sterilized
yten returned to the Bank of Brazil. OFf this Cr§l5 billion, Crd5 billion was
alresdy drewn down in October and en sdditlonnl part (amount not yet known) was
dresn down in November, presumsbly to finance Goverrment operations.

The Government's tax reform proposal wes designed to increege government
revenues in 1962 by Cr70 billion, In sddition to e genersl raise in consump-
4ion tax rates (as mich ss 1000% in the case of certain alecholic beverages),
the most interssting points of the tex reform are those comcerning profit
remittances end penalities for tex evasion, including jeil terms for tex feaud.,
The present tex law has no jall sentence provipions. Profit remittance would
be affacted by the tax bill by means of & tax on distributed income, with
dietributed income of firms having less than 30§ resident ownership belng
texed at a higher rate.

There is some Aispute a8 to whether under the Constitution, the tex bill
needed to be passed before the tudget law in order to be effective in 1962. In
this connectlon, the Supreme Court recently declared unconstitutional e new tax
enacted 1n the middle of fiscel year 1959. The Prime Minister, however, hes
stated that in the opinien of the Government, the Constitutional prohibition
applies only to new texes and that exlsting taxes could be ralged or lowered
during the fiscal year.

Aside from the constitutionel problem, there io seepticiem as to whether
the bill sill be passed by the Congress during en election yeer. There has
been considersble criticism particulerly of the proposed consumption tax in-
crenses wideh would provide sbout 2{/3rds of the $70 billion increase in
revenues expected. In spite of the eritice and in spite of the constitutional
rosdblocks, the Administration comtinues to urge pronpt passage of the bill.

Another significent occtrryence in Rovember wes the ennomncement in the
Rio prese that the IMF hed sugpended Prazil's drawings on stand-by eredits
negotiated last May. The reason glven Yy the press wes Brazil's Tellure to
stay within the credit expansion and money supply limits provided for in Brazills
agreement with the Fund. Comments made by the press in geoeral were Triendly
to IMP and expressed confidence that the issue eould be resdlved through con-
gultation.

On Novenber 18, SUMOC Councll issued Instruction 220 providing thet
all foreign exchenge eernings from the male of coffee would be negotiated

Jat the free
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at the free market rate and that the retention quota would be $22 per bag
regardless of the crop year. (ses Emdas Ubil, Novewber 29, 1961). Under
Instruction 205, the retention quota was set at $24-26 per bag on the 1960-
61 crop (latar chenged to $22-24) and to $22 per bag on the 61-62 crop.

In either case, under Instruction 205, provisicn wves mede for the readjusi-
ment of the retention guota when the exchangs rate fell below Cr$265 or
rose ebove Cr$275 per dollar. Under the new Instruction, earnings will be
converted at the Bank of Frazil free rats (currently Cr$300 to $1.) while
the retention guota will be held firm. Prior to Instruction 220, the Bank
of Brazil had already permitied the comveralon of coffes earnings at
Cr$280,00 per $1.00. The free market rate being applied pursuent to the
new Instruction ia the buying rate presently being gquoted by the Bank of
Brazil. The increase of Cr$20.00 per dollar at which coffee sarnings ars
negotiated will result in exporters receiving an edditicnal Cr$®00 million
this year, assuming that 2,000,000 begs are exported between November 18
and the end of the year with dollar earnings smounting to some 45 miliion.

During Fovemwber, paper monsy in circuletion remained unchanged at
¢r}268.8 billion elthough thers wers further drewings on the speclal SUMOC
account representing the sterilized portion of the return flow of currency
1ssued during the crisis (ses sbove).

. The customs tariff cooversion rate (fiscal dollar) was set st
Cr$285.96 for the month of November, up from the October reats of Cri265.68.
The fiscal doller rate is basad on the avernge free warket rate for the
past three months.

The coat of living index of the Getulio Vergae Foundation for the
State of Guansbers (Rio de Janeirp) indicated an increase of 5.84 for
FRovember, the highest recordsd in 1961 thus fer, The cusmulative incrense
in %he cost of living index by the end of [ovenber amsunted to 33.2% as
compared to 10.3% for the same pericd last year.

The average check buying rate in the market for November was

Cr$345.00 which compares with Cr$308.00 in the previcus month. For the

c ble monthe of 19650, the corresponding figures wers respactively
Cr$190,51 end {r#189.09. According to the daily averages compilsd by the
Bolsa ds Velores bmsed on exchange sales made in Rio during November, the
doller yate fluctuated between a high of Cr§316.10 and & low of Cr$307.20
in the merchandiise market and between a high of Crg3lh.38 and a low of
Cr$307.07 in the financial market. (JKrizay/WBlomeyer)

INDUSTRY AND TRATE;

Businsss conditions continued to be good on the whole, with sales
of consumer goods st high lavels at the end of yaar ssascn. Production
generally increased to meet rising consumption requirements.

The investment situation was less satisfactory duve to continued
uncertainty about the economic and financial pollicies of the new Government.

[/mhis situation
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This situation was worsensd by the pessage by the Federal Chamber of Deyutics_‘
on November 29 of & bill limiting remittance of profits ebroed and otherwlse
restricting the activities of forelgn cepital In the country. This has caused
cancellation or at lesst postponement of several prospective investmenta and
provoked a run for dollars end a consequent weekening of the cruzeiro in the
exchange merket.

Industrial productlion sppeered to be recovering after its getheck 1in
September due to thejpoliticel erisls. Although eome proposed new invesiments
had been cancelled in the last few months, others went ehead.

The Government hes so far adhered to its policy of not increasing petrolaun
prices. Although the exchangs rate applicable to petroleum imports was ralsed
for the fourth quarter of the year in accordance with SUMOC Inptruction 208, tha
Government did not increase the exchange rata upon which the sole tex on fuels
ip ealewlated, vhich 1s supposedly based on setusl lmport cogts. By foregoing
approwimately Cr$2.3 billion in tax revenus in the last querter, the Government
expects to compensate the patroleum companigs for increased import and operating
copta.

Petrobris ennounced completion of & test yun at its gynthetic rubber factory
loceted at Gremacho, State of Ric de Janeiro, near its Duque de Cexiss refinery.
Regular production should begin within e month or so. The Tactory's capeciby
of SBR~type synthetic rubber ueing refinery by-products is 40,000 tons snnually,
which is balieved to be sufficient to supply present national consumption for
this type of rubber.

The Government nhas been authorized to subseribe stock to the value of
crjl billion in Agos Fimos Pivetini, vhich is being formed by the Rio Grande do
gul Btate Govermment for production of fine steels. The mill will uge coal
produced in the State. A speclal credit of Cr$200 million is to be opened
immedietely, while amounts of cr$lo0 million will be included in the Federal
tudget Por 1962 and 1963. The company Will be given exchange priority for
necessary lmports and exemption from taxation for five yesrs.

Tt was announced that the Inter Americen Development Bank has granted two
loans amounting o $1.4 mlllion for improvement of the electric power system in
the Btate of 980 Pemlo and northern Parsné. The recipients er= both utility
compenies controlled by the gtate of S#io Paulo. Usinas Eleiricas do Parenepsnems
(USELPA) will receive $1,150,000 and the Compenhis Hidro-eletrica do Rlo Pardo
(CHERP) 3270,000. The losns will reportedly be used to cover forelgn currency
expenses in the execution of short-teym expansion programs, +the totel cost of
which is $%.5 million. The losns will be guarantsed by the Banco do Estado de
580 Paulo.

The Netionel Economic Development Bank hes guaranteed Tinancing of T.7
billion lira by the Italisn firm Grupo Industrias Elactro-Maccaniche per
Tmpianti a 1'Estero for construction of & thermoelectric power gtation in

l___ fthe gtate of _J
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the State of Rio Grande do Sul for the Comlsgio Estadual de Energla Fletrlea.
The Italien company will provide eguipment for the station which is fo be
ingtalled st Alegrete and will have a capacity of 66,000 KW.

The new president of the Companiia siderurgice Naclonel, Admirel Luclo
Meira, recently appointed by President Goulart to succeed Engineer Panlo Vieira
de Lima, stoted that the goml for stesl production for the Compeny in 1953 is
1,400,000 tons. He &leo anmounced that e third blest furnace will be ingtalled
at Volte Redonda, reising its anaual production to 2,500,000 tons by 1957.

The Executive Group for the Waval Construction Industry (GEIN) has annsunced
approvael for three projects to manufacture in Brazil marine diesel englnes and
heavy equipment for ocean-going vegsels. Over 3.8 billion eruzeiras will be
jnvested. MAN Fébrica de Miquinas e Motores piesel 8. A. of Osesco, Sdo Paulo,
will put up facilities to menufacture mayine englnes to total 75,000 BHP snnually.
Tt will receive Flnancing in the amount of 18 million Wegt Cerman marks from
MAN-Maschinenfebrik Augsburg AG of Nuremberg, Germany. Industries Villares
8. A. of Bao Bernardo do Campo, 8. P. will invest, together with Burmeister and
Wain of Denmark, & tétel of 800,000 dollars to produce motors at en annual
cepacity of 50,000 BHP. A tnird company, Ishikawajims do Prasil Estaleiros
S. A. of Rio de Jeneiro, will produce dlesel engines smounting to T4, 000 BEP
annually with the technieal end finenciel essistance of Sulzer Treres S. A. of
gwitzerlend. It is understood that these projects will:involve manufacture of
medium pized marine engines not hitherto produced in Brazll. (aMWeaver)

TABOR:

The sharp rise in food prices gnd the cost of living, combined with
reported lefi-wing agitation, resulted in some labor umrest in S8o Paulo. A
partia) strike devaloped gt General Motors do Brasil 8. A. Bank clerks of ell
banking orgenizaetions in the city of S#o Peulo, other then the local offices of
the Benk of Prazil, went cub on & tyo-dey strike, GStabe employees indicatad
their dissatisfactlion with the 30 percent across-the-boexd increases proposed
by the Governor. Followlng the intervention of the Federal Minister of Labor,
agresmenta were voached with workers of the printing, weaving snd gpinning,
peper and peperboard, end glass industries. (Aventura)

TRANSPORTATION AND COMMIRVICATIONS:

Turing November the mejor development was dencuncement by the Drazillan
Government of its Air Agr k8 with k, Aollend, Norwey, Swedsn
and Switzerland. Due to the 1ack of interest of Panalr do Brasil,

Jthe only Brazillsn
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l the only Brazillen airline operating to Burope, the Agreememts, whilch were
sigued in 1947, never resulted in bilateral operations and hence were con-
sidered obeolete. The Brazilien (lovermment inmtends that new agreements will
be hed with the int ted parties; otherwise KIM, SAS, end SWISSATR would
have thelr passenger services curtailed and only technical landings would be
permitted. It was reported thet the demuncistions also hed as & purpose the
atteimment by Brezll of e better bargsining position in velation to the
restrictions lmposed Ty the Eurcpean Common Market. According to Govermment
sources the denouncements can be interpreted ss intending to bring sbout
changes in the restrictive treatwent alledgedly now being received by Brezilian
producte in thet market.

On Novembar 24 a "Comet" of the Aerolineas Argentines with 52 passengers
on board exploded a few minutep after taking off from Viracopos sirport (which
serves Sdo Penlo) killing all. The caumes of the disaster are still unimown.

According to a decision made Dy the United Natlons Organization the
Brazilian Alr Force will furnish military transportation in the Congo. The UM
has declded that every six momths air trsmsportetion will be shifted among
member countries, Brazil being the first chosen for the task.

On November B, Lloyd Brasileiro inaungurated s nev monthly service to the
Iebanon. (SGAnderson)

AGRICULTURE:

With normal rainfall in S&o0 Paulo snd Mines Gerels the nation's agriculiursl
picture improved considersbly during the month. Bahia continued to guffer from
a prelongsd dry spell but there was little effect on its commercial crops during
November, as the cestorbeans and tobacco were alreedy in and the caecac region
has not been effected.

Excesplve reins in the Bouth, however, cauped peripus damage to the wheat
crops Most observer's report that the harvest wes practically completed by the
end of November snd that It would total only abont 150,000 metric tons, instead
of the 310,000 expected esrlier. There 1s thus a severe shortage of wvheat in
the producing region. Domeetic production, however, is usually only about
10-15 percent of Draeil's total ennual consumption snd, siace the
regions themselves are usually deficit whmat areess, the rest of the euunl:ry will
not be serlously affected.

T6 18 8611l estimated that there was & bumper cinmn harvesi. Even so, the
late arrival of the rains in a large part of tha country snd consequent heavier
feeding caused some fear that & shortage might develop snd prices rome substan-
tially. It is also commonly believed that speculators had much to do with the
price increase.

-
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Ey lovember it was belleved that 1961 cestorbesns production totalled
only 163,000 metric tons as compared with the original estimete of 2%0,000
tons. This wes less than even the most pessimiptic forecasts due to severa
drought in Bahis. Navertheless, oil production held up well during the year
by making use of the lavge carry-over from the record 1960 crop.
(L¥Mhomasson)

For the Ambassedor:

ﬁ@_:ﬁzwmmﬁ,
Robert Eakens
Counselor for Economic Affalrs

Enclosures: e}'\ A

Economic Indicstors.




UNCLASSIFIED
(Classification)

{ ECONOMIC INDICATORS:

Sowrcet Getulio Vergss Foundetion,

=T
!I’__i’ — L
L.




S Pag 2 " of
| UNCIASSIFIED | uct, Mo L
(Clazsification) Deesp. %3.0 5}'&25
]

From.

Brazil's Foreign Trade (US%1,000,000) —‘
1561 ‘ ‘ -

Inporta July Augyst  Jan-fng, duly  August
Totgl 125, U2,6
usa 48,3 5342
Weotern Europe 37,3 L5.9
Middle Eant 49 o5
6.1 Vo2

Total 128,2 1534
USA 47.2 67:6 3473
328,5

hijel
Weskern Emrope  47.7 5044 32.9
Hiddle East

L5 o2 509 o6
C.B, *«) 1.3 15.8 5642 10,3

Sourcas Economie and Financlal Statistical Service,
Min, o Finance,

#% = C,B, refera to_Commnist Blos, including Czechoslovalda, Polard,
Hungary, Fast Gemany, Comm, Chine, Bumania, USSR, Albania ard
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Political
1L S5ac Paula Welcomes Ambassador Gordon {(Unclassified)

Ambagsador Lincoln Gordon's first official visit on December 17 -21

was by any standard the political event of the week in 530 Paulo, While an
enthusiastic local reception was predictable, the Consulate General's
expectations were exceeded. Press coverage was increased by the timing:
during the week before Christmas politicians declare a partial truce, the
public breathes easier, and there is reduced competition -for heac!nes. This
year both the S3o Paula Municipal Chamber and Legislative Assembly were
engaged in especially acid debates (see following items), but the fmbassdor?s
I_visit nevertheless was the bipggest local news in all of the mederate papers.
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|—Both of his principal speeches were printed intact in the important newspapers,—l
and his activities were reported upon at length, Top=circulation "Folha de Sao
Paulo" summed up the reaction of the moderate press in an editorial entitling
the Ambassador®s firet speech a "Chart for Peace and Prosperity." Even far=-
left ""Ultima Hora" was cautious, though its limited reporting on the visit showed
its distinctive list: "Gordon lures (Governor) CARVALHO PINTO with International
Development Bank Loan, " and so forth, Such restraint amounts almost to
favora