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Sheell

INTERNAL AFFAIRS BRAZIL, 1960-1863
__Roli No. — Roll Coqi:enl-_
Roll 1 732.00/1-180-732.00/9-1960

'Roll_2 732.99/9-2060-732.00/7-2861

Roll 3 |732.00/8-161-732.00/5-1262

“|Roll 4 732.00/5-1462-732.00/0-1962
|Rol 5 |732.00/9-2062-732.001/5-581

|Rolt & 732.001/5-1261-732.13/6-3162______
Roll 7 |732.13/56-262-732.563/8-362 ——

Roll & 1732.663/8-1662-832.00/10-1060

Roll 9

|Roll 10 832.00/10-1361-832.00/10-962

TlRen 11 882.00/10-1162-832.05111/12-560

§32.05111/2-1061-832.062/8-3160 B

|Roll 12 _
(and: 832.05156/2-2260-832.10/4-2960)

“|832.062/9-160-832.10/2-2161

. ,_'éaz-l_ofé,—,2361:§,3,_z;1t>_f7_11@_ -

Roll 15 "1832.10/7-1262-832.131/1-1961 -
Roll 16

Roll 17 |832.16/4-662-832.245/1 -2263 _

" |Ralig Lsaz.zs{u-14@0»8_3_2.2614&_—’1_&5@ -

[Roll 19 $32.2614/7-2662-832.424/9-1062 ~

_|Roll 20 §32.424/9-2662-932.30/2-2862

“|Roll 21 ‘932.30.’3-16'2-932‘55.;4-1952 -




7**.20

21
Te*.20

31
311

32
33
331

332
333

341
342
343

345
246

35
35k

36
J6H#

37
37
an
74*+40
T¢*.50
51
.52

521
S2H#

.53

Sdw#

55
551
5511

Legislative branch of govemment
Proceedings, Debates, Messages to legislative body
Judicial branch of govermment

National couns, Personnel, Rules
Attomeys, Practice of law

Proceedings, Judgments

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

Laws, Statutes, Ordinances, Decrees, Acts, Codes
Criminal
Civil. For mamiage 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
Requirement of country regarding authentication of documents for use therein

Mixed (intemational) couns
National defense affairs, Ammy, Navy and Air (general)
Fonifications, Defenses

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

Military and naval courts, Law

Maneuvers, Target practice, Troop movements (use 7**.54 if within territorial limits
of country **)
Movements of, and attacks upon, naval vessels and military and naval aircraft of
country ## within territorial jurisdiction of country **, Overflights

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



Te* 5512 Pay, Subsistence, Retirement, Pensions
552 Marine Corps
553 Schools and academies
55348 Admission of nationals of country ## for visit or study (includes admission for
observation to war industries, airplane plants, etc.)
.554 Auxiliary services, WACS,WAVES, WRENS, ctc.

Equipment and supplies

Armuments, ordnance, arsenals, armories, lanks, trench mortars, flame throwers,

For govemnmental control of arms traffic, scc 4**.##8
Atomic bombs, Hydrogen bombs
Guided missiles, supersonic weapons, rockets
Poison gases, bacteriologicals, chemicals. For illegal or inhuman warfare, see
G** 26
Small arms, bombs, grenades, rifles
Helium

Ships,vessels and aircraft (including construction, etc.)
Battleships, cruisers, destroyers, other naval vessels (all types) (includes
construction, purchase and sale, accidents ete.) For intemational negotiations,
treatics, etc., in limitation of armaments, sce 6%*.##12
Aircraft, bombers, fighters, gliders, jel-propelled aircraft, all types of military
or naval aircraft (includes construction, purchase, sale, accidents, etc.)

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

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

Hospitals, Rest centers, Recreation centers, Commissarics, Post exchanges

Missions (** country in which located)
Visits, etc., of military, naval, or air force personnel and/or equipment of
country ** 1o country ##. For admission of foreigners to study in or visit military,
naval and air force schools and academies, see 7**.553##
Entrance of naval vessels into the Great Lakes (** nationality of visiting naval
forces)

Civil defenses, Civilian (non-military) defense organizations, measures (Air-raid
wardens, fire wardens, blackout measures, air-raid shelters; Protection against atomic
bomb attacks)

Stockpiling

Rubber (natural and synihetic)
Petroleum

Minerals

Drugs (all types of pharmaceuticals, etc.)
Fibers

Other commodities not listed above




CLASS 8
INTERNAL ECONOMIC, INDUSTRIAL, AND SOCIAL AFFAIRS

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

Cost of living, Retail prices, Black markets (gencral). Classify subjectively when
possible

Housing, Rents, Building construction (includes commercial and industrial housing)
City and country planning, Elimination of congested and slum areas, "Blighted™
arcas

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

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

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

Cooperative systems, Rural credits
Corporations, "Big" business (fermulation, regulation, bond issues, stock
certificates)
Combinations in restraint of trade, Monopolies, Canels, Trusts, Contracts,
Classify subjectively when possible with XR 1o 8**.054
Domestic trade conditions, Retail trade

Labor, Labor conditions (general)
Hours, Wages (for pensions, see 8**.07), Unemployment insurance and
compensation
Organizations, Unions, Relations with employers, Strikes, Lockouts, Slowdowns
Female labor, Child labor
Compulsory labor, Slave labor
Hazardous employment, Accidents, Prevention of accidents
Employer's liability, For pensions, see 8**.07

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

Insurance. For "social" insurance, sce 8**.072
Life
Fire
Accident (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, sec 6**##231
Financial adviser




Taxation
Land, Realty
Income. For double taxation treatics, sce 6** ##921
Personal property
Inheritance

Lotteries

Monetary system, Coinage, Currency, Bullion, Mint
Foreign exchange, Exchange rates
Currency of revolutionary governments
Counterfeit, Counterfeiting (** country whose currency is counterfeited)

Banks, Banking. For war-time measures, sce 6** #4231
Branch banks of country ** in country ##
Interest, Discount

Exchanges, Commodity exchanges, For currency exchange, sce 8**.131
Stock
Cotton
Wool
Livestock
Grain
Produce
Coflfee
Sugar
Other exchanges

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

Intellectual and industrial property (see also 6** #4#233) (** indicate country in which
protection is sought), For Lreaties, sce 6**.##95

Patents

Trade-marks, Trade names

Copyrights

Immigration, Emigration. For immigration to the United States, sec 150
Immigration to country ** from country ##
Residence, trade and travel of aliens in **, Foreign visas, Tourism, Forcign cxit
permits

Industrial matters, Nationalization, Classify subjectively when possible. For
monopolies, concessions, franchises, contracts, etc., see 8**,054
Atomic energy peaceful purposes. Classify subjectively when possible
Expositions, Exhibitions, Fairs (sce also 4**, ##174 and 5** ##2)

Agriculture
Agricultural adviser
Agricultural clubs (4-H, etc.)

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




R4+22 Pests affecting plant life, Discases, Blights, Insccts, Methods of combating, For
regulations govemning importation of plants, etc., scc Class 4

23 Ficld crops

231 Grains

231 Wheat

2312 Buckwheat

2313 Oas

2314 Rye

2315 Com

2316 Barley

2317 Rice

2318 Hops

2319 Other field crops

232 Fibers

2321 Cotion

2322 Hemp, Sunn

2323 Flax

2324 Jute

2325 Ramie

2326 Sisal, Cabuya

2327 Abaca

2328 Kapok

233 Alkaloidal plants

2331 Tobacco

2332 Tea

.2333 Coffee

2334 Cocoa, Cacao

2335 Vanilla

2336 Medicinal herbs, Ipecac

234 Forage crops

2341 Grasses

232 Alfalfa

2343 Clovers

2344 Cowpeas

2345 Soya beans

2346 Velches

235 Sugar-yielding plants

2351 Cane { For processing or manufacturing

2352 Sugar beet of food, etc., see 8**.31

236 Garden crops (vegetables, such as Lettuce, Tomatoes, Potatoes, Pepper, Nutmeg,
Spices, Pulses, Dandelion, etc.)

237 Fruits

2371 Citrus fruits

2372 Berries, Currants

2373 Grapes, Raisins

2374 Figs

2375 Olives

2376 Bananas, Plantains

2377 Nuts, Coconuts (Copra), Palm kemels

2378 Other fruits, Apples, Apricots, Cherries, Dates, Nectarines, Peaches, Pears,

Persimmons, Pingapples, Plums, Quinces
238 Flowers, Bulbs




8++.239
2391
2392
.2393
2394
2395

24
241

242
2421
2422
24221
24222
24223
.24224
24225
2423
2424
2425
243
2431
2432
244
245
.2451
246

Trees, For manufactures of wood products, see 8**.3 and 8**.391
Forestry, Fires, Fire prevention, Reforestation
Lumbering, Timber cutting
Barks, Cork, Cinchona
Saps, Resins, Gums, Turpentine, Naval stores
Rubber (includes all natural rubber), For manufactures of rubber products and
synthetic rubber, see 8**.324

Animal husbandry
Practice of veterinary medicine, Qutbreak or incidence of animal discases where no
question of exportation is involved
Domestic animals
Beasts of burden
Stock raising
Canle
Sheep
Swine
Poultry, Eggs
Ostriches, Ostrich farming
Dairying, Milk, Cream
Bee culture, Honey
Silk culture, Sericulture
Wild animals, Game laws
Hunting and trapping industry
Birds
Fur seals. For treaties, see 6**.#4#7
Fisheries (including sponge fisheries). For treatics, sce 6%* #46
Other products of the sea, Pearls, Pearl fishing
Whaling. For treatics, scc 6%*.##8

Mines, Mining
Laws, Regulations
Accidents, Prevention
Precious metals and precious stones
Gold
Silver
Platinum
Radium
Diamonds
Other precious metals and siones
Base metals
Iron
Copper
Lead
Tin
Zinc
Uranium, Other atomic minerals
Other base metals (chromium)
Carbon, Graphite. For fuel conditions, see 8**.04
Peat, Lignite
Coal
Petroleurn, Qil
Natural gas
Helium




g** 256 Other mining products
2561 Salt
2562 Sulphur
.2563 Potash
2564 Sodium nitrate, Saltpeter
2565 Asphalt
.2566 Lime and cement
2567 Phosphates
2568 Asbesios
2569 Bauxite
257 Quarries, Quarrying

.26 Engincering, Architecture. For housing, see 8**.02

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

2612 Roads, Highways, Bridges. For railroads, sce 9**.712

2613 Parks, Playgrounds

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

2615 Sewerage, Disposal plants

.30 Manufactures, Manufacturing

31 Foods

a1 Meat and slaughterhouse products, Meat packing
Dairy, fish, fowl and game products, Ice cream. For milk, cream, and eggs, sce
8%% 2423 and 8**.24224 respectively
Grain products and preparations, Flour, Cereals
Nut products and preparations
Vegetable and fruit products and preparations
Beverages and beverage materials, alcoholic and non-alcohiolic
Breweries, distilleries. For liquor traffic, see 8**.531
Spices, Condiments, Flavorings, Leavening products, Extracis
Sugar and related products, Candy. For honey, see 8**.2424
Animal, fish and vegetable oils and fats, edible

Animal and vegetable products, inedible
Hides, Skins, Furs, Feathers. For trapping industry, see 8%*2431; for
manufacture of wearing apparel, see §**.351
Leather and leather goods. For shoes, sce 8**.3511
Tobacco manufactures
Rubber manufactures, including synthetic. For wearing apparel, scc 8**.351
Animal, fish and vegetable oils, fats and greases, inedible. For medicinal oils, sce
843971
Tung oil, Palm oil
Miscellaneous animal products, inedible
Miscellaneous vegetable products, inedible
Cork and cork products

Iron and steel and related industries, Building and paving materials and ecuipment
Iron and steel, Steel mill products
Heavy machinery. For transportation and construction equipment, see 8+ 333
and 8**.334
Light machinery, including agricultural and dairy. For household and office
appliances, see §%*,343
Foundry and machine shop products not otherwise classifiable




8*+.3314
332
A33
3331
33
3333
3334

334
335

34

341
342
343
A4
345
.346
.3461
347

35
351

Serap metal
Building and paving materials (all types, metal, wood, glass. elc.)
Transporation cquipment (all 1ypes)
Automobiles, Trucks, Buses, Molorcycles
Railroad, Locomotives, Cars, Signalling devices
Aircraft. For military aircraft construction, sce 7**.5622
Shipbuilding (all types, sizes, excepl naval). For construction of naval
vessels, see 74*.5621
Construction equipment (all types)
Communications equipment (all types)

Houschold, office and school fumnishings and supplics, For silverware, sc¢ §**.38; for
glass and chinaware, sce 8+ 3931

Fumiture. For antiques, sce 8+*38

Floor cOVerings, rugs, Carpets, linoleum, etc.

Appliances (all types), Electrical and gas appliances

Draperies, Curtains, Shades, Blinds, Venctian Blinds, Awnings

Houschold linens, Beddings, Mattresses, Pillows, Cushions

Other household, office and school fumnishings and supplics

Kitchenware, Pots and pans
Office machines, Adding machines, Calculators, Typewriters

Clothing, Textile industry
‘Wearing apparcl (men's, women's, children's and infants’)
Shoes, all kinds
Hats
Accessories
Cotton manufactures, Thread, Piece goods
Linen manufactures, Thread, Picce goods
Wool manufactures, Thread, Piece goods
Silk manufactures, Thread, Piece goods
Hair manufactures, For beauticians’ supplies, scc §** 395
Jute, hemp, flax, coir yam, reed and straw products, rope, burlap, baskets
Synthetic fibers, Nylen, Rayon

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

Photographic apparatus and suppilcs, Artists' supplics, Paintings, Pictures, Cameras,
Printers’ supplics

Jewelry, Gold and silverware, Precious stones, Clocks and waiches, Antiques, For
mining of gold, silver, precious stoncs, €ic., see 8%*253

Other manufactures, Miscellancous. For building and paving materials, sec 8 33
Lumber, Wood products not otherwise classifiable
Paper, Paper products not otherwise classifiable
Newsprint, Wood pulp
Manufactured non-metallic minerals not otherwise classifiable
Marble, Lime and limestone, Asbestos, Slate. For mining, see 8*.25
Glass and clay products, Ceramics
Fuels and petroleum products, Refinery products. For oil, wells, oil-drilling,
etc,, see 8**.2553
Metal manufactures not otherwise classifiable, Aluminum, Copper, Brass, Bronze,
Lead, Tin, Zinc. For manufacture of iron and steel, see 8*+.331




Amusements, Sports, Recreation
Theaters, Stage, Operas, Museums, Camivals, Concerts
Motion picturcs
Sports, Athletics, Indoor amusements
Olympic Games

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

Etiquene
Ceremonials
Precedence
Salutes
Ceremonial communications, New Year's greetings, Felicitation en national
anniversarics, #% country sending felicitations

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

Calamities, Disasters, Earthquakes, Tomadoces, Cyclones, Typhoons, Famines, Fire,
Relief measurcs (see also 8**.03)

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

Municipal government
Police organization
Protection against fire

Crime, Criminal organizations, Suspects

Traflic in narcolics
Liquors. For manufactures of liquors, sce 8**.316

Sex relations, Prostitution, Procurement, White slave traffic
Traffic in obscene matters, literature, etc.

Public health, Diseases
Vital statistics, Birth, Marriage, Death
Disposal of the dead, Cemeteries, Cremation
Hygicne and sanitation, Quarantine against communicable diseases (home,
school, vessels, aircraft)
Supervision of food and drugs. For food and drug regulations, intemational trade,
see 4** 451, Materia medica
Practice of medicine and surgery, dentistry, optometry, psychiatry, pharmacy,
nursing, psychology




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

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




Radio, Radio broadcasting, Radio-telegraph, Reception, Monitoring (sce also 5%* ##4)
Concessions, Contracls
Laws and regulations
Censorship

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

Amatcurs ('ham" operators)

Television, Facsimile transmission
Concessions, Contracts
Laws and regulations
Censorship

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

Newspapers, Clippings, Itcms

Newsgathering agencies (including news broadcasting), Commentators
Newsgathering agencies (** nationality of newspaper or magazine and ## country or
arca of operations)

Magazines, Periodicals, Books, Book publishing
Censorship of newspapers, books, and other printed material

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

Land transportation
Land transportation between country or arca ** and country or arca ##. Use
smaller number for **
Laws and regulations
Railroad, Railways, Rates, Demurrage, Accidents
Rail transportation between country or area ** and country or area ##, Use smaller
number for **
Street railways, Subways, Buses, Taxicabs and other land transport, Accidents,
Rates
Automobiles (privately owned and operated), Trucks, Molorcycles, Accidents,
Rates

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

see 9*4.72-RES

Air transportation between country or arca ** and country or arca ## (smaller
country number for **} (includes regularly established airlines and non-scheduled
Rights, private flights [non-commercial], permission for flights). For movements
of military aircraft, see 7** 58##

Laws and regulations (air pilot licenses)

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

Accidents (** nationality of plane), Repairs

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

Fueling




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

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

Water transportation, Merchant vessels, Merchant marine, Yachts (includes all water
transportation inland, coastwise or other). For water Lransportation reservations, see 9**.73-
RES
Water transportation between country or arc *# and country or arca ## (includes
regularly scheduled steamship lines) (smaller country number for **)
Rivers, Canals, Flood prevention

Laws and regulations

Rates, Concessions, Contracts, Subsidics

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

of vesscl; use name of vessel)

Harbors, Docks, Ports, Port facilitics, Maintenance items and services available to

or rendered foreign vessels, Stevedoring

Taxcs on navigation, Tonnage, light, harbor and port ducs, Other taxes

Movements of vessels (** indicates registration of vesscl)

Fueling and provisioning (** indicates country fueling vessel)

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

Ship's papers, Entry and clearance

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

License, Libel, For construction of vessels, sce 8** 3334, Usc name of vessel

for “libel” only

74 Navigation (land, air, and water), inland, coastwise and other
41 Aids and menaces to navigation, Signalling devices, Radar, Radio beacons, Light
houses, Lightships. For "LORAN", sce 900,741-LORAN

15 Persormel, Crews, Seamen, Airmen

Js1 Discipline, Insubordination, Mutiny, Tllegal acts committed by the crew on vessels
and aircralt (ill treatment of seamen, desertion, abandonment). For seamens’
homes, sce 8**.576

153 Merchant marine schools and academies

534 Admission of nationals of ## for visit or study

9** 80 Science (general)
801 Research and development
8011 Scientific institutions, Laboratories, Bodies
8012 Scientific publications, Films
8013 Scientific facilities and equipment
8014 Utilization of scientific and technical personnel
.8015 Govemment's relation to science
8016 Scientific training program

81 Physical sciences
811 Mathematics (arithmetic, algebra, geometry, trigonometry, calculus, differential
equations, graphs, statistics)
812 Astronomy (theoretical and practical, celestial bodies, tables and atlases,
navigation)
Physics, Rheology, Crystallography
General mechanics
Mechanics of fluids
Mechanics of gases




9*v 8134
8135
8136
8137
8138
8139
814
B15
8151
8152
8153
8154

8155
8156
8157
81571
81572
81573
81574
81575
8158
816

B2
821
8211
8212
822
823
824
825
826
827
828
829
8291
8292
.8293
8294
8295
8296
8297
.B298

83
831

832

Optics
Heat and Cold
Electricity and magnetism (gyroscopes)
Nuclear physics and nuclear chemisiry, Cosmic rays, Heavy water
Atomic and molecular physics
Miscellancous, Time, Calendar, Weights and measures
Basic chemistry (analytical)
Applied chemisiry
Liquid fuels and lubricants
Resins, rubbers, plastics, auxiliary chemicals
Phamaceuticals and antibiotics
High performance fuels (liquid monopropellants, solid propellants and
explosives, bipropellants {fuels and oxidants], combustion and flame
phenomena)
High temperature materials
Fats, faity waxes, soap
Other industrial chemical products
Industrial explosives
Gases
Agricultural chemicals
Leather and glue
Inorganic NEC (potassium nitrate, sulfuric acid, elc.)
Chemical warfare
Metallurgy

Earth sciences. For travels, expeditions, and explorations, sce 031.%###
Geography
Geographical names
Mapping, map analysis, surveying
Physical geography
Geography of settlements
Military geography
Human geography
Political geography
Economic and commercial geography
Geology
Geophysics
Geodesy (size and shape of the earth, variation of gravity, etc.)
Geophysical prospecting for location of mineral resources
Hydmlogy (distribution of water, underground water sources, dams)
Meteorology
Oceanography, Oceanic organizaions
Seismology
Terestrial magnetism
Miscellaneous (vulcanology, tectonphysics, ete.)

Natural sciences
Biology
Biological warfare
Botany
Zoology




Medical sciences (dentistry and human reactions to environmental elements,
elc.)
Medical aspects of radiology, radioscopy, chemistry, and bioclogy including
warfare

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

Engincering
Civil engineering
Sanitary and public health enginecering
Mechanical engineering
Electrical engineering
Mining engincering
Ordinance engincering (propellants, pyrotechnics, ele)
Acronautical engineering (supersonic, etc.)
Engineering, Power plants
Chemical engineering

Other sciences, Philosophy
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Inr  Reference: Department telegram 870 rl.-fl'leﬂl

TRSY ; L
With elections out of way, GOB near future likely make funda-

RMR rmental cholces direction economic and financial policies.
Continuing acute shortage exchange and mounting inflation
appear rapidly forcing Goulart and Cabinet such decisions.
"holce broadly between A) support financial stabilization
reasures of type Calmon trying institute, with all that implies
{ncreased possibilities external help, or B) severe egchange
controls, increasingly regimented economy and attempts widen
econorie relations with Soviet bloc.

2.1C |
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Nevertheless, Goulart may well try avold long as possible
firnal cormitment one or other above lines policy, or fongress
(such as by refusal pass tax legislation this year) may make
clear-cut cholce difficult. At moment appears as if GOB will
make some efforts consistent with choice A, Early phases this
effort may well ba in grey area in which some worthwhile actions
taken, but over-all implementation and quality may remain, uhT

J0Z
yed

-
JE/ TES XN |27

ue

of comprehensive program that could be fully endorsed by US

y separately, or with IMF. Such situation would posé delicate

v problems for US, but may create opportunities in which judic

- . use noderate financial assistance for balance payments could |
~ 5,__

o2zE
2 22y f I

effectively strengthen and encourage elements in GOB working
for stabilization. Situation could well develop in three

o This copy must be returned to RM/R central (1R SARF Rofifia
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FROM Amembassy RIO DE JANEIRO pATE: October 12, 1962

SUBJECT : MONTHLY ECONOMIC SUMMARY - September, 1962

REF : CERP G-l

-

Industryisesscsccscssssnnnsonnss
Transportation,Communications...

o 8
Economic IndicatorS.essessseesss Enclosures

SUMMARY

Political events continued to dominate economic developments during
the month with the resignation of the Brochado da Rocha Cabinet on
September 13, the fixing by Congress two days later of January 6, 1963
as the date for a plebiscite to decide between presidentialism and
parlismentarism, and the appointment on September 16 of & provisional
cabinet headed by Sr. Hermes Lima, the former Minister of Labor, Political
confusion was accompanied by a largely ineffective call for a general
strike to support the demand for & plebiscite.

~
Principal economic developments during the month were the appdint-
ment of Sr. Celso Furtado as Minister-Without-Portfolio in char
planning, preparation of a new stabilisation program bty Finance Minister
LMig-u.el Calmon, and publication of the profits remittance bill whigh
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lication of the Profits Remittance law and the passage of an Anti-
Trust bill.

Principal developments during September in the field of industry
were announcement of the signing of a contragt with Italian firms for
financing of US$56 million for the Urubupunga hydro-slectric project,
announcement that the programs submitted by two Jap owned panies to
manufacture small agricultural tractors in Sao Paulo had been accepted,
and announcement of the granting of a US$3.L million loan by the U.S.
ompanhia Pernambucana de Borracha
developments included insuguration of the
first 70,000 kw generating unit at the Jacul hydro-elsctric plartin Rio
Grande do Sul,and in the field of foreign trade, announcement of an order

for four Caravelle 6-R aircraft from France by Viagao Ag'rel Sao Paulo (VASP).

In mid-Saptember the directors of the Centrais Eletricas de Urubupmai
(CELUSA) announced that they had signed a contract with a group of Italian
electrical equipment manufacturers for 35 billicn lira (about US$56 million)
for equipment and loans for the Jupia first stage of the Urubupunga hydro-
electric project. Repayment will be over eighteen years with ipterest at
six per cent. The Acting Governor of the State of Sao Paulo recently stated
that complementary work at Jupia is now completed and that construction of
the dam 1tself will now DERIIT: ==« ==-== ssdmmmasiaimimre sunmirgme 0

It was announced on October 3 that’ the Executive Group of the Agricultural

and Road Building Equipment Industry (GEIMAR) approved programs submitted

by two Japanese-owned companies to manufacture small agricultural tractors

in the State of Sao Paulo, Iseki-Maquinas Agricoclas Comercio @ Industria -

wi1l mamufscture two-wheeled tractors with 5 and 7 hp engines for use in coffee,
rice, jute, and pepper plantations with local parta content initially at 75

per cent of weight. Initial production will be 100 units monthly. Another
company, Marukyu - Industra de Maquinas Agricolas Itda - will continue to produce
the § and 6 hp tractors it has been manufacturing for the last two years.

On September 2l a loan agreement for US$3.L million was signed between
the U,S. Agency for International Development and Companhia Pernambucana de
Borracha Sintetica (COPERBO). The loan will be used for purchase of equip-
ment for a synthetic rubber plant which will produce polybutadiene from
alcohol in the city of Cabo, Pernambuco. It will be repaid over ten years
at 5 per cent interest. Total cost of the project is estimated at US$33
million and is being financed by the State of Pernambuco (US$11.5 million);
National Economic Bank (US$6.5 million); French banking houses Credit
ILyonnais and Comptoir National d'Escompte de Paris (US$6 millicn); Inter-
American Development Bank (US$3.5 million) and three U.S, private companies,
Firestone Tire and Rubber Co., Union Carbide, and Rohm and Haas (US$2.5 -
million). The Lummus Company, & U.S. engineering fimm, is preparing designs
and specifications of plant and equipment with major construction being
done by Brazilian contractors. The plant will produce 25,000 tons of
polybutadiens rubber annually, equal to about half of Brazil's present
annual rubber imports.
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1961 1962
Wy g Sep g Bept

1
Cost of um—/ s
(index 1948 = 100) 968 1,012 1,562
Percent Increass:
Over Previous Month L6 heb 3.1
Since Beginning of Year | lh.2 28,6

Sales Tax Receipts .
(oruseiros=billions) ’ . :
State of ; L.77 345 396 3461
Cumilative fbr Year 2 Lfl 20,96 292 28,53

State of S&o Pmulo ) 8,87 k7 15,26
Cumulative for Year Slholsl T2.42 8L.h8 _115.81

Motor Vehicls Prcdunﬂ.on »
(units) _ 12,089 10,420 18,176 .
Cumulative for Iou- o 8hy291 95.921. 106,31.1 3 104,195

-
Eleotric Power = Industrial

L6yl
State of SHo Paulo 3840

Cement - Factory Salss
(metric tons - thousands)
Cumylative for Year

Notes Protested
Number (thousands)
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1962
July hug Sept:

ollars-milli
(dhwm (Wc)") m.oz/ nn.oa/ ma.oa/

Cumilative for Year 78708 897,08/ 1,000,08/

Exports (¥08) 956  9L0% 90,0/
Cumilative for Year 65546 7&7.03/ 837-03/

Coffes Exports

(million of bags = 60 kilos) 1.27 L.31 1.27
Cumulative for Marimting
. Tear Beginning July 1 1.27 405

Bark of Brasil
(last day of month
cruseiros-billions
Loans to Treasury Y
Outstanding Loans to
Private Sector
Bediscount to
Commercial Banks
Cash Holdings
Compulsory Reserves,
Commercial Banks
Cutstanding Bank of
Bragil Letters
Currency Qutstanding

2/ Provisional

3/ Bank of Brasil loans to Treasury are recorded on an amnual basis, on the basis
of SUMOC estimates, Cumulative figures covering past years are of no significance
slnce outstanding Treaswy debt is periodically written off,
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Vidigal said that he had made it very clear he would accept the
Ministry only if he were given a free hand and if he could name
and control the principal financial officers of the Government ,
including the Presidents of the Bank of Brasil and of the BNDE. 1/

The Bolicies of President Goulart

Vidigal and Quartim Barbosa held a relatively hopeful view
about the possibilities of convincing Goulart that a sound anti-
inflationary policy should be followed. They felt that in the end,
particularly if the October 7 elections reflected continuing strength
of the center forces, the President would increasingly tend toward
establishing a working relationship with moderate opinion and would
discard the advice of the more radical and nationalistic people

surrounding him. They admitted that Goulart was illiterate in
economic matters but thought that he understood well enough the
simple principle that a goverrment eculd not continually spend
more than it took in.

Both Vidigal and Quartim Barbosa were refreshing in their
assertion that if a leftist, nationalist, and statist trend were
to continue, they were not going to stand idly by. They had
continued faith in the ability of Brasil to grow intc a mature and
liberal democracy and they were ready to fight with whatever means
available to accomplish this end. Both .dnimized the tendency for
capital flight (they claimed that such flight as has taken place
has reflected mostly transfers on the part of recent arrivals to
Brazil, such as refugees from World War II, and not by people who
had firm roots in Bragil). They said that for people like them-
selves, with a tremendous emotional, family and property at stake
in Brazil, there was no alternative except to stay and to fight for
the kind of country they believe in.

Orowth Rate of the Economy

Those interviewed indicated that their experience tended to
contradict the preliminary findings of the Getulio Vargas Foundation
(based on available data for the first half of 1962) that economic
growth was slowing down in Brasil. 2/

1/ This was very similar to what Dr. Vidi told the Ambassador
&

during the Ambassador's last visit to Paulo.

2/ See Item 3, Embassy's A-367 and August, 1962 issue of "Conjuntura
Economica" published by the Getulio Vargas Foundation.
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A1l indicated that %&ﬁm..u_uﬂ._ﬂrnm
and t if there was any validity to the

Getulio Vargas Foundation's findings, these must reflect the
situation in the rest of the country. Mr. Almeida Barbosa was
critical of the statistical basis for the Foundation's analysis,
feeling it was based on inadequate data, and in some instances
gave undue weight to developments in Ouanabara.

From the point of view of economic growth, bhe principal
worry in Sao Paulo appeared to be the fear that Brazil's exchange
difficulties would lead to a cutting-off or to a reduction in
yplin of essential imports used by the industrial complex of

o Paulo.

For the Ambassador:

//

V. Ko
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SUBSECT : Governor ~Elect of State of Sio Paulo Expounds Plans to Improve
Sio Paulo Economic and Social Positioa.

|"™F ' CERP, D-lo, D-18 ?M 3
2)

]
T The governor-slect of the State of Sio Paulo, Dr, Adbsmar Pe! !
de BARROS, i an informal conversation with the reporter, spoke it -bE
some of his plans to improve the ecomomic and social position of the ”

State of Sio Paulo, and indirectly, of Brasil. The conversatioa took /

{ place at a dinner party given in the honor of the governor -elect by his son,

Mr. Antonio Mendes de BARROS, on the night of October 14,

Dr. de Barros started off the convermtion by saying that his election,
by a wide margia of votes over his strongest opponeat and long-time
political enemy, Dr. Janio da Silva Quadros, was proof that the people
of the State of 540 Paulo were mot particularly interested in a natiomalistic
government of leftist tendencies. He belisves that communism can be
defeated so long as the "belly of the people” is full, and says that one of
the first measures he will implement when he takes office at the eand of
January 1963 is to see to it that the local population does not go hungry.
He argues that the basic staples of the population are rice and beans
which have long beea in short supply at prohibitive prices. Shortages
have deliberately been engineered by unscrupulous intermediaries
and black market cperators, while the State government has not taken
energetic action to supply minimum quantities of rice and beans at con-
trolled prices in times of shortages, according to Dr. de Barros. The
governor -elect plans to set up & mixed company whose basic re sability
will be to buy, both in the State of Sio Paulo and neighboring satss, rice,
beans, and other cereals in large quantities, store these foodstulfs in
State -owned warehouses (which mow lis half-empty), and feed them op
the local market as scon as shortages develop., In order to re Q' . ﬁo
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of Juna 22 and airgram A-71 of September 21). Inan aside to a friemd
who had joined the coavermtion, he reforred to the Santos City Council
as “eighteen idicts" who are able to order a strike and “stop" the city
of Santos whenever they feel like it, and promised that he would "make
things go hard" for them when he took office.

Dr. de Barros concluded the conversation by mying that he is
carefully picking his Cabinet. He mid he had strong hopes of having
an excellent Secretary of Finance. Although aot citing his nams, ha said
the man he has in mind is one of the most brilliant young financiers in
Sio Paulo and Brasil today, Presumably he was referriag to promineat
banker and ex-5 ,of!‘inllnlollhl“hdﬁo?ulo(l?ﬁo-
1961) Gastio Bueno VIDIGAL, who was rumored at the dinmer party &s
being Dr, de Barros® first choice for the post of Secretary of Finance.

For the Minister Consul General:

/k;i /@mbf‘ %MMJ /

hard C, Desmond
Coneul
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1, Industry--Volkswagen to Invest D-13 A,D. Venturs
20 Billion Cruseiros in Local D-14
Subsidiary

2, Finance--State Savings Bank D-12 A,D, Ventura
Extends Loan to Power Companies

3, Aviation--VASP Buys British Air- D-16 A.D, Ventura
craft; Builds Largest Hangar in
Brasil
Foreign Trade--Canadian Trade D-13 A,D, Ventura
Mimion in Sio Paulo
Tramsportation--Chilean Shipping D-16 A.D, Ventura
Line to Link Santos to Uruguay,
Argentina, Chile and Perd
Labor--Santos Commaercial D-17 J. Liebof
Workers Win 70 Percent Salary
Increase
Labor--Sao Paulo Shoe Workers  D-17 J. Lisbof
Strike Fight for Wage Increase

2961 62 120

Industry --Volkswagen to Invest 20 Billion Cruseiros in Local
Subs Ty

The director superintendent of Volkswagen do Brasl Indéstria e
| Comercio, of Sio Bernamdo do Campo, anmounced om October © that the

m*"ns FOR . USE ONLY
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firm will import machinery and equipment in the value of 20 million
marks (spproximately 2.5 billion cruseiros=') without exchange coverage
from its parent company, Volkswageawerk GMBH, of Wolfsburg,
Germany. Within the next two years the German firm will invest the
equivalent of an additional 20 billion cruseiros in an sxpansion program
which would make the local subsidiary the largest auto maker in Latin
America, Volkswagen isplasning to raise its production from the actual
245 units to 400 daily, thus aiming at supplying not only the Brasilian
conmumer market but also member nations of the Latin American Free
Trade Asmociation,

Comments: The Volkswagen expansion program is one of the first
major ?nr-lp private capital investments anncunced so far this year,
As yot most foréign businessmen maintain an attitute of uncertainty as
to the future of foreign investmeate in Brasil,

2. Finance--State Savings Bank Extends Loan to Power Companies.

The Sio Paulo State Savings Bank on October 5 extended to the Sio
Paulo Stats controlled Usinas Elétricas do Parana ma (USELPA)
and Companhia Hidrosiétrica do Rio Pardo lcmil’i loans totalling
330 million and 388 million cruseiros respectively. The power companies

will expend these sums on improvement and expansion of their electric
power distribution systems,

Comment: In recent months, the Sio Paulo State Savings Bank
hc:olﬂﬁy has contributed funds to the economic development programs
undertaken by the Carvalho Pinto Administration within the framework
of the Government Plan of Action,

3. Aviation--VASP Buys British Aircraft; Builds Largest Hangar in
Br -

Viagio Adren Sio Paulo-VASP, the domestic airline controlled by
the 580 Paulo State Government, d that, in addition to 4
Caravelle jets (see item 2, airgram A-93 of October 5) it has ordered
10 Viscount turbo-prop aircraft from Vickers Armstrong Ltd, of
London, England. The planes will be deliversd between November 1962
and February 1963,

17 Approximate free market rats of exchangs Cr$650 aqual US$L, 00,

UNCLASSIFIED
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Comment: VASP acquired Lofde Aéreo Nacional early this year
(see item 4, despatch 183 of January 12) and thus became one of the
major domestic limes, controlling approximately 25 percent of the
country's air traffic and serving 64 Brasilian citiss, including all
state capitala, Lofde equip » howaver, is generally obsolets, and
VASP is actively replacing it with more modern aircraft, Ground
facilities are likewiss being improved, The new VASP hangar
at Sio Paulo's Congonhas airport, built at a cost of 200 million cruseiros
was inaygurated on October 5, With a covered area of 3, 750 squAre
metersl! part of which to house soms of the VASP operational offices,
the new hangar is reported to be the largest in Brasil,

4. Foreign Trade--Canadian Trade Mission in Sio Paulo,

A seven-man fact finding mission, repre ing Canada's electronic
industry, visited Sio Paulo October 12-16. The party visited manu-
facturing facilities of the major communications and electronic firms
in the Sao Paulo area, before travelling to Rio de Janeiro on anothar
lap of their journey throughout Latin America. The Canadians reportedly
were impressed with the technical achievements of the local electronic
industry and studied market potential with a view to expanding trade
with Bmsil.

5. Transportation--Chilean Shipping Line to Link Santos to Uruguay,
gentina, e Perd,

Representatives of Compania Chilena de Navigacién Interoceanica,
of Valparaiso, Chile, announced the mugnuttm of a !uim service
to link Santos and other Brasilian ports, to Uruguay, Argentina, Chile
and Perd. The shipping line owns six 7, 000 ton freighters which,
every fortnight, would depart from Santos, and stop at Rio de Janeiro,
Paranagud, Moatevideo, Buenos Aires, Punta Arenas, Talcahuano,
Valparaiso, Antofagasta, and Arica, before docking at Callao in Perd,
The journey would last some forty days,

Comment: One of the factors affecting the expansion of Brasilian
trade with member nations of the Latin American Free Trade

_JJ 1 square meter equals 1550 square inches
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Association is the lack of adequate shipping facilities. Although of
relatively littls importance, the new Chilean freight service is a

first constructive step toward the development of trade between LAFTA
nations,

6. Labor--Santos Commercial Workers Win 70 Percent Salary Increass,

The union representing workers in cial establish ts in
Santos reached agresment on October 16 with employers providiag for
& 70 percent salary increass effective October 1, 1962, The new contract,
to run until March 31, 1963, specifies a maximum monthly increass
of Cr$ 40, 000, and tains special provisi for workers earning a
fixed salary plus commission.

Comment:

The foregoing incresse is the highest reported in this area. The
unusual 6-month contracts validity period is indicative of a growing

dency a g uni to protect workers' salaries from rapid devaloriza-
tion stemming from the curreat rampaat inflation by providing for more
frequent wage negotiations.

7. Labor--Sio Paulo Shos Workers Strike, Fight for Wage Increase,

Adter prolonged unsuccessful negotiations and a 1-day strike called
by the Sio Paulo Shoe Workers on October 18, union and employer
reprasantatives reached agreement on a new contract providing for a
58 percent wage increase effective October 24 with a i thly
incream of Cr$§ 25, 000. This agresment affects an estimated 25, 000
shoe workers in the city of Sio Paulo,

For the Minister Consul Gensral:

Hicteot 0. Bssrons

Consul
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SUBJECT : Sio Paulo Opinien on Current tcmm‘c Problems
REF  : CERP, D-10 !

™ ‘This airgram records & convermtion among & group of well-informed ™
American businessmen in Bragil and two Consulate General officers on
current economic problems. The group included the President of the
American Chamber of C ce in Sao Paulo, an officer of a locally
established American bank, and representatives of several of the most
important American-connected firms in Braszil; some of the opinions
expressed may be of interest to the Department.

The group agreed that the two most serious curreat economic problems
in Brazil were inflation and nationalistic -leftist attitudes in the national
government,

With respect to inflation, they mid that the rate which had prevailed
until the last year had not been intolerable, and may even have stimulated
the economy. Currently, howver, the excessive rate of inflation was
creating ssrious problems. One businessman reported, for example,
that some months ago his working capital amounted to about 80 percent
of one month's operations. Now his working capital, with the samg, ==
cruzeiro valus, amounted to only 50 percent of a month's opq‘ﬂo‘_]
Credit was more and more difficult to obtain, Soomer or later the Jpc
of credit would curtail business operations. It was said that the fi¥ht
crucial point would be reached toward the end of this year when it Qcﬁ
necessary to pay the thirteenth month Christmas bonus required by
recent law, It was estimated that this payment for all eligible employ
in Brasil would reach about 100 billion cruzeiros, and it was hard to s
where this amount could be obtained, Illustrating the difficulty of credit

Lat the present time, the banker mentioned that the current definition =
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of long-term credit was credit of more than 120 days, and that, in fact,
such credit was not available from commercial banks., From other
lending institutions, he said, an A-l1 firm might get a loan for 180 days
at 40 percent on an annual basis,

Concurrent with and related to the problem of inflation, the
businessmen remarked, was the increasingly critical shortage of
foreign exchange that Brasil is experiencing which jeopardizes essential
imports. As them problems become more acute, one participant
remarked, he was convinced that Brasil would reach & mvere crisis
within six months, The others agreed, oaly adding that the crisis would
arrive sooner, probably within three months. The opinion was unani -
mously expressed that it would be better for the crisis to arrive sooner
rather than later, while the United States, as they said, still had s
number of friends in influmtial places, They all agreed that it would be
a mistake for the United States to postpone the crisis by extending
additional balance of payments loans.

The group made no review of the national political attitudes which
they considered to be a current problem, but it was implicit that they
were thinking of mich recent measures as the remittance of profits law,
They deplored specifically the tendency of the Federal Government to
intervens more and more in economic and business affairs, since, at
the level of m ity and P in public administration prevailing
in Bragil, mch intervention inevitably meant gmft and inefficiency on
an increasing scale, For this same reasom, one businessman mentioned,
the current expropriation of public utilities is a tragedy, for it will
mean, quite aside from considerations of justice to the previous owners,
deterioration of service and of plant and increasing deficits of operation.

Concerning the Alliance for Progress, the businessmen expresmd
the opinion, for reasmmns evident in the previous paragraph, that the
United States should seek to maximize aid to non-governmental entities,
and, in particular, minimise participation of the federal goverament.
The suggestion was also made that aid be limited to thom states the
governors of which were friendly to the United States.

For the Minister Consul Geneml:

Koot C Bimf

Richard C, Desmond
Consul
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SuBJECT : BINERKLY BOONOMIC EEVIR (Perisd. Osteber 6 - 19, 196e)
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-

Buspendad,
Eead of Matiemal Treasury Resigas.

Implementation of Frefit Remittanse Lav Awaited.
mmumummmmnm.
Mangabeire Repertedly Favers Matienalisaties ef Petreloum
Distributing Cespanies.

VASP Purchases Four Carevelles.

Guassbara’s Gevernor Laserda Pursuing Plans fer Ris Bubway

gSystem. -

Gevarzment Establishes Prierities far Teke-Over of Pereign
Ownad Utilities.

Emscutive Group fer Netism Pisture Industry Resrganized.
Shree New Tankars Ordsred Frem Bresilian Shipyerd.tT
hird Pan Amerissn Ceugress of Sales Exscutives.
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Coffes exports during the period Osteber 1 - 17, 1962 were 598,522 veags,

compared with 875,602 during the peried Ostober 1 - 19, 1961,

Total experts during the period July 1 - Ostober 17 of the eurrent
marketing year were k,650,725 bags, e d with 5,925,757 bags exported during
the period July 1 - Ostober 19, 19‘1. LThowasson)

(uwuum)

2. WERAT PURCHASES

mum:u,mmmmcmu.mﬁ-uwum
the terms of Bdital 30-62 which was issued for 100,000 tons, any origin. Bdital
31-&,nmmmmmmuso,mmmmwn
October 18, has been postpomed uatil Ostober 25,

3. MIGUEL CALNON STABILIZATION PROGRAN

Pinance Minister Miguel Calmen revealed on Ostober 11 the outlines of
his proposals to the Cabimet for "reversing the inflaticmary trend”. The
muomma.nm-:hmum-uﬂmﬁ},mnmmrmm:

,(‘f (1) - yer . A possible oash defisit of Cr4293.7 billiem is projected
with

2

ﬂbn(num-nnoths. over the Degember 1961 level). T

o8 of new r money fer the year projested at Cr§l37.9
1ve

o Lat ‘L 03 :
; The usual forsula of out
servises retes, and postpomment ef
this objeative.
(2) = Yor . Calmon projects a potential budgstary expsnditure level of
Cr41.6 trillion, a figure which ineludes some Cr$216 billiem in
mmmwtmﬂunmpumlmt [
« Estimated receipts are Cryo : mmmgm:;
1s projected @ Crgoo] billion, the finanaing of which, secording to the program,
3 of Cx230 b n new peper money, for an imcrease

would sntail Eb T 0 billie
aﬁumwham&u:unm i prices. The

W&MW-
;Lug_WMunmunm disbursemants to Cr§l.155
trillion and & ineluding yrincipally & hike in indirect taxes )
whieh would increase revenues by Cri200 Pillion, The eash deficit would thus
be reduced to abowt Cr$300 billion. —

(UNCLASSIFIED)
s The Calmen Plan, seems to be designed to do no more tham prevent
the mmm.w:&mmunﬁm
o

tax inoreases, tures.and it re-
presents, in e t, snother step in the tion of & publie seator.

[Even

OFFICIAL UBE ONLY




Page 3
AhE5

Ro de Juneiro

,ia_reportedly runaing isto
B abiss shara iaere 1a Tvjérted vo Do irung resietamce b0

sonsumption tax inoreases and elimination of the resently begun food subsidies,

Nonetheless, the Embassy has been advised infermally that, in spite of
Cabinet mmﬂ; wﬁmwmwﬁm
[~ 1] P owever, tha nt ongress
vill enad¥ wuch an ineretse. e {rtaay ABLomayer ) i
(OFFICIAL USE OMLY)
0 m i

press reports, the Mtional Security Coumoil (composed of all
the military Chiefs-of-Staff) suthorised on Ostober 9 the
otﬁounmum'-pum-umnummnnd
Mrmmmﬁn-mm-mmummmnu
nunnwmmnumnnnmnmtmn—an
toﬂntmﬂﬂhiﬂdnr&hlﬂdmmod
u—tobupu-lutlmﬂ-upmm.
(URCLASS IFIED

m‘%‘ This mmuwnnmm-ma about $10 willien
tted gold reserves. The mstion virtuslly removes the last hint of

flexibility in Brasil®s foreign exchange reserve position. (JErisay/WBL: r)
(OPFICIAL UBE ORLY,
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6. EEAD OF BATIONAL TNEASURY WESTON

mm,mumnﬂmm(ﬂwwmmu
Finanoe), has submitted his resignation to Finange Minister Calmon. The move
was described as ls for the implementation of Calmon®s stabilisation
muui.num-mumdm
measures contemplated. mmmgwtﬂmum
msnw&sﬂm#ﬁoﬂm‘m,mumuﬂnﬂumcﬁ“t-

ing branches.
(UNIASSIFIED)

c ] mrmmdmmmm(u-;ms),uwm
Almiro vas 4 and vhich was suspended by Oalmon, was reperted te
mmaﬂmwmnmmm:uunm—. The

that the two clashed also en mumprous other issues.

better means of ina mm-mwmmmdwm
His replacement reportedly is Castro Viama, Bresilisn Treagury representative in
Few York, (JKrisay/WBloweyer)

(OFFICIAL USE ONLY)

7. DELDEFATION OF FROFT RENITMANCE LA ANATTED

The Bank Inspection Department (FIRAN) of the Bank of Bresil tesporsrily
suspended all private finanoial remittanses abroad, exsept those under Certifi-
eates of Exchange Priority and remittamces to service external loans registered
with BUNOC. This mmuuuuomatmtummutmu
Law b,131, published on Beptember 27, 1962 (law Bestricting the Remittances of

Profits).
’ (UNOLABSIFIED)

c 1 nwummmtmmm-ﬁnmwm
implemen Togulations snd tbat the reglstration of all foreiga (O
of Bresilian companies with foreign partisipstion operating in Brasil shall be
effected within 180 days from the date of publisstion of the lew, These imple-
menting regalstions have net yet been issued, but forms and instruetions for the
ngumuuumuumcqumeouuuaummm. (Exerp/
WhBlsmsyer)

(UNCLASSIFIED)

i e . o
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Rio de Juneire

iensy in petroleum.
report, the Rumanisns propese drill oil wells in Brazil over &
pmcmmme—nmtenm:ﬁmmmam Faymant
would be made in irem ere for services nm,mnﬂumcmmm
nzwmmawmmmam—mmunmuﬁ.
(UNCLASSIFIED)

c ] mmtun,wunnmwammxn‘

v -umuu-i.nmun,mmmmmu aclmovledged.
m-muumtummmumum-wut.
htitmllhhﬂummmdl—lﬂl. Brasil could get & let of
t, and * for good iron ore, aad
of "technicisns® to enter the
Mines Ninister Elisger Batista
umwnutm-mamm-,mnmm.umm
of the momth, (ALBansoms)

Curitiba of October 18, Fransisco Mangabeirs, President of
he vas for matiomalisation of all foreign
ives. Br. MAngabeirm, who had just
subject of “The Bsonomls Emmncipation of Bresil and
onmumnwum',monmetom of & "lock-out” by
M_- in the distribution of gasoline during the pre-slection peried,
m-n-muuumm-up-m-mmwm'unmw
petrolean trust”.
(OFFICIAL USE ONLY)

COMMENT mtmpmmmtvuupﬂnrnmhlntwme
statements DY the Brasilian state o4l monopoly president which eontimue to

one - t0 1ay blame &8 & cover
administrative and technisal shortecmings -- and, two - & contimmous
eampaigp pointing towards eventual pationalisation and eomplete submergense of
competition. OCertainly the sacusations regarding the plammed "1 00k-out” ete.
are unfounded. (ALBanscme)
(OFFICIAL USE ONLY)
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10. VABP CARAVELLES

vASP (Visglo Afres Blo Peulo) bas recently purebased four Caravelles
mmm:mnunmmtu-mmn-nmuu. The first
ﬂmu-mua¢wmmmmm1hmuﬂmw,
Julylndm-‘hrur:sﬁ).
(UNCLASSIPTED)

COMMENT: VASP thus aomum,muwumuruumum
in mmu-nt(mn1nmm)umm-amm-
ments for their umrmummmm,n—-. This tremd way
be expeeted to continue until American manufasturers come out with & competi-
tive middle-range jet airoraft.

reached an understanding e
state effort to provids the State with sn urben transportation system com-
pnbutothminmmpmlﬂcnpiu].l.

ummmommmmmtnmuﬁ officials and private
entities in Paris with a view te possibly ocbtaining Prench technical assistanse
and finanoial aid for the construction of & eombined subvay-surface rapid

transit system for Rio.
(UNCLASSIFIED)

(OFFICIAL USE ONLY)
FOR ~OVER OF FORE OWRED
mmnmw-mumuummumtmnwmn

the list of priocrities for tbe matiomalisation of foreiga-cwned publis
utilities, ss follows:

felecommunications servises,
Produetion and daistribution of elsatrionl smergy.
Production and distribution of gas.

OFFICIAL USE ONLY




%1 Sheuld thess prierities be beld

telaphene talegreph interests of IT amd T
.wnwmuu-mhmmmwm—u
Power (AMFORP). n fast, hewever, it appears that AMFORP®s megetiatiens
&*Mm’ Govermment are further advansed thaa these of IT and T.

(OFFICTAL USE ONLY)
13. EXSCUNIVE GROUP JOR MOTION PIOTUNE TNMUSTEY NECROANIZED
7he Exseutive Greup fer the Metisa Plsture Islustry (GEICINE), by desres

-wocuurn,mtunmulummpu-lnw
presidency of & rejresentative

comes an official government

members of the industry, technicisns and culturel entities.

umt-ummmwthmmtmmmo?xu.
UNCLASS,

1h, DENEE WY TANKENS ONDERED FROM EMAZILTAN SKIPYARD

mmmtmc—nmmmumm,m—mm
the Jupanese-owned oumuuummn-u:-huuu, thus giving
impetus to the expanding Brasilian tasker fleet. (8GAndersen)
(UKCTASS IFIED )

15 mmmcuwmm

The Third Pan Ameriesn Cemgress of Salas Emoutives, spensered by Bales
and Marketing Exsoutives -- Intersational snd sttended by seme 350 persens, was

Allianse for Progress, Majer speakers
mummmemummnumk.

/1he Comgress
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Conversations with Adhemar de Barros

Enclosed are two memoranda of conversations reflecting .vl‘!.-eiv's
of §%o Paulo Governor-elect Adhemar de Barros as expressed to
1) Vicente Ribeiro, a Brazilian businessman who reported his conver-
sation to the Consul General and 2) three officers of the Consulate
General who called on Adhemar today.
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Minister Consul General -
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srow  : Amcomsul XECIPE oave: Octobes 39, 1963 P

SUBJECT | Probedle Ismsdiats Ispact of Arracs Victery on Pemmmbuce A

— Bcenowy. -
- oy

Reaction smong Pernssbuce business and industrial cizcles te
MIGUEL ARRAES® victery in the gubernaterial elections varies from nemc
psnic to watchful witing, with the latter beimg the moat
Many wealthy usimeires are talking of seiling everything they ewn and
leaviag the state, Seme have alresdy started , depositing as much
hard currescy as possible in foreign banks, Amother group of uwsine
aad businessmen seem to ba reacting more positively than those
talk of leaving, saying imstead that they plan to remain in Pernasbuco,
to hold om to their iaterests aad to work actively agaiast Miguel
Atraes, By far the most geseral reactien so far, however, is eme of
distrust snd caution tempered by an unwillisgness te take aay drastic
Imeasures mtil the attitude and objectives which axe te characterise
LE" Arraes administration beceme clear,

1L |

Thus, while the gemeral lime of immediate reaction my Tesult
in some exodus of capital, it is mere likely that ita mest prenounced
masifestation will be in u very sharp drep im mew imvestments of aay

t busisessmen

a8 they may feel more confidencs 1a Kfraes’
Por exasple, BACARDI Imtersational's mew plant hese
successful that the compsuy planned to mearly deubls
the plant's capitalisatien, snd, ia so doing, slso its preductioe
Such plans were predicated em a CLEOFAS victexy, hovever, and fuve
sow apparently been cancelled, Tso, it is mest unlikely mow :g

L o
OONFIRENT IAL
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Willys Overland will choese Permasbuco as the site for l.n bl.; m p.l.-t.
a8 had MM

Inveatment growth has never been very marked in Permambuce anyway
and thus & fall off im ptl.utc capital inflew will met have an -ﬂm
at emce lamediate and d sa the state's If d
ever s more extended period of time, of courss, it mmu decidedly
retard the states industrialization sad further discourage busimess.
Moreever, s reduction in new iunvestments is, or will be, particularly
mfertmate in view of the fact that iavestments were just begiaaing te
pick up. Between June of 1061 and June of 1962 capital imvestments
resultiag from the registratism of mew firms inm Permambuce averaged oaly
CR $63 million meathly,*® Durisg the past three msaths—July, August
and Septesher--the menthly average jumped to CR $110 milliom, with CR
$125 millien haviag been registered im Auguwst, s month in which all
indications poimted te a Cleofas victory. Other factors ceatributisg
to the increase were article 34 of the SUDENE Law and tax reductiems
also offered by the State Govemment, Durisg the last week la September
and the firet week im Octeber, however, growiag discouragement i the

canp, and l’-.'ll pre=slection jitters prempted a sharp dusp .

hbﬁm gis and 1 ments, and also in recapitalizations,

This slwmp can be expected to cemtimue at least for the next few momthay
Whether or met it contimues after that time or proves oaly a passing
phase will depend wpom Arracs® success im resssuring business (at least
Brazilian business imterests), and,-though perhaps only as a temporary
tactice=in creating aan immge of himself as mederate sefermez, It scems
likely that this will be ome of his first moves. Indeed, he has already
issued . lhn-n -unﬂ.n: bﬂll-ll that p:i.nn enterprise will be

t d themselves as slightly
-conupq. For the u- lnh;. huln:. most can be expected te
P d with

®spigures reported by First Matiooal City Bank of MNew York
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FroM : AmEmbassy RIO DE JANEIRO pate: October 31, 1962

supsect : BROADER APPLICATION OF GOVERNMENT'S POWER TO
INTERVENE IN THE ECONOMY AUTHORIZED.

REr

T - INTRODUOTION

Under authority granted by Legislative D‘{ren No, 9 of
August 27, 1962, giving the Executive branch power to "extend
and alter current legislation pertaining to intervention in the
economic domain", the Federal Government has proceeded to en-
act a series of "Delegated Laws" the net effect of which will
be to greatly enhance the Government's control over the economy,
The principle objective of these delegated laws is to provide
the government with the necessary means of "assuring the free
distribution of essential goods and services to the consumer,"

The Federal Government has always had the authority to
intervene in various phases of economic life and these new
delegated laws do not enlarge that authority, What 1s new
however, is the provision for the establishment of four 645
new government-dominated corporations (autarquias) to carry
out this intervention, Once these auvtarguias are established
and functioning, the government will, for the first time, have
the tools for carrying out the intervention it has lorg been
authorized to do, o

W =

Ll w o m
II - SUNAB - The Coordinating Body, =

The central organ of the new establishment is called the
Superintend@ncia Nacional do Abastecimento (National Supply
Superintendency) or SUNAB, BSUNAB is itself set-up as a fed~-

[
\
= OFFICIAL USE ONLY %&Emﬂm
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2,

eral autarquia supported by annual budgetary appropriations plus such
special credits as the executive branch may wish to open under ite
authority to incur expenditures not appropriated for,

In ggm will be concentrated practically all of the interven=-
tionary wers previously scattered about various ministries and fed=-
eral agencies, For example, it will be empowered to;

a) Carry out the maintenance of stocks to regulate
the market,

b) Discipline transportation and distribution services,

¢) Fix prices (both ceiling and minimum)

d) FPix supply quotas when necessary of agriculture and
fishing products considered essential to food pro=-
cessing industries.

e) Bet export quotas,

f) Establish regulation of warehouses and public sales
rooms,

The main mission of SUNAB will be to carry out the national plan
for the supply of essential products and to execute delegated law No,
4, Under the authority provided for in this law, SUNAB 1s authorized
to intervene in almost every phase of the economy in the pursult of
its objectives, It may purchase for the purpose of warehousing dis-
tribution or sale: foodstuffs, livestock, fish and fowl, popular
shoes and clothing, medicines, farm machinery, trucks, jeeps, tractors,
barbed wire, ordinary wire, cement and sheet metal, It may also ex-
propriate any goods and services necessary to carry out its objectives,

SUNAB itself will be less of an operating organ than a policy-
making and coordinating body, It will replace (absorbing the per-
sonnel) & host of control agencies such as the infamous COFAP, the
Consultative Committee on Wheat and a number of scarcely known organs,
It will also have technical supervisory control over such organizations
as the Sugar and Alcohol Institute and the Brazilian Salt Institute
(though not the Coffee Institute),

III- INTERVENTION TO EE CARRIED OUT BY THREE (3) NEW AUTARQUIAS,

For the actual execution of the delegated laws, however, there
has been established, also by delegated law, one autarquia under
SUNAB and authority has been granted SUNAB to establish two more,
The autarquia already established is the ComissSo de Financlamento
da Prodﬁo (CFP) which already existed as an independent body,

Its function will be (a= it has been) to carry out the federal price
support program, However, in becoming an autarquia, its resources
will be substantially enlarged. It is now guaranteed a budgetary

OFFICIAL USE ONLY
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appropriation of Or§ 5 billion per ysar for four (%) years, Cr§ 1 bil-
lion from the sale of Treasury letters, plus the guarantee of Bank of
Brazil loans in the amount of three times the above annually, With
these funds the CFP will purchase or finance crops for the purpose of
maintaining price supports,

QPFICTAL USE ONLY

To assist in the price support program but mainly to carry out
the national supply program, SUNAB is authorized to set up two (2)
additlonal autarquias; the Brazilian Foodstuff Company (Companhia
Brasileira de Alimentos) and the Brazilian Warehousing Company
(Companhia Brasileira de Armazenamento), The former would be permitted
an initial capital of Cr$ 5 billion; the latter, of Cr§ 20 billion,
In each case the Federal Government would own 51 per cent of the capi-
tal, The Brazilian Foodstuff Company would be guaranteed a budgetary
appropriation of at least Cr§ 1 blllion per year to be added to the
Federal Government's capital share, Both companies would be given an
initial special credit of Or§ 2 billion. Both organizations would oper-
ate exempt from all taxes as would SUNAB,.

The Brazilian Foodstuff Company, under the delegated law author-
izing its creation, would serve as a market regulator (presumably
attempt to hold down prices) or serve areas not sufficlently supplied
by private means, It would be permitted to buy, transport, sell, make
loans, import or export foodstuffs to accomplish its objectives, The
Armed Forces and other Qovernment Agencies would be obliged to request
bids of the Bragzillian Foodstuff Company for their needs and, in faot,
to give it favored consideration "in like circumstances",

The Brazilian Warehousing Company would be empowered to build
and operate a national system of warehouses, sllos and refrigeration
plants and to issue negotiable paper to producers for products depo-
sited in these warehouses, It is also provided that these negotiable
papers are rediscountable at the Bank of Brazll at favored rates - an
element which could make & tight monetary policy even more difficult
to put into effect,

IV - FROSFECTS.

SUNAB has scarcely begun functioning and, in fact, its head has
not yet been named, It is reportedly running into difficulties over
whether the Executive, in establishing it, went beyond the powers
delegated to it by the Congress, It seems llkely, however, that it
will survive and become an increasingly important force in the Brazi-
lian economy,

Assuming that it will grow as a force in the Brazilian economy,
one must consider it to be a development not only with little to com-
mend it, but also full of dangers, From the political standpoint, with
the establishment of autarquias empowered and eguipped to distribute
essential goods wherever SUNAB sees fit the power of the Central Govern-
ment over the states will undoubtedly be strengthened, From an eco-

OFFICIAL USE ONLY
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nomic point of view, the trend toward socialism will be furthered,

The price support program, in isolation, could bring some benefits
in terms of stimulating development of the much neglected agricultural
sector if flexibly exescuted,

It will be recalled that a price support program was decreed in
the early days of the Quadros administration but the government then
did not have the facilitles to earry it out, Presumably, the CFP,
operating as an autarqula under SUNAB with a guaranteed source of funds,
will be able to acquire the facilities it needs and will carry out a
more vigorous operation.

The entire program, however, implies not only keeping prices up
at the producer's level but keeping them down at the retall level.
So long as inflation continues, program could lead
to serious price distortions from whioch it will be aiffioult to escape,
In the process, the government makes up the difference between produser's
support price and the retall price at the expenses of adding further to
the budgetary deficit and the forces of inflation, It is, in fact,
doing this now with respect to rice, beans and sugar and has been doing
it for years with respect to railroad rates, With four new government
autarquias, financed by appropriatlions and Bank of Bragil credit guar-
antees, dealing in the supply and distribution of all essential goods,
one can expect that there will be an increasing number of such operations.

A more serious danger 1s the prospect that private distributors
would be caught in a squeeze 1f this program were carried out to any-
thing approaching the extent of the authority granted SUNAB and ite
subordinate bodies, Private £irms would be thrown in direct competition
with a government firm operating on & tax free basis at subsidized
prices with no need to respond to price-cost factors, - & competition
which the private firms could not meet unless also subsidized themselves.

This 1s not to say that the private distributors are in any danger
of immediate extinction, The amounts of appropriations, special oredits
and loans indicated in the authorizing laws do not seem to portend an
operation of that magnitude, However, under the prevaliling accounting
code, the executive may amount of funds without
appropriations so that there would appear to be no limitation on the
extent to which, the Government might wish to exercise its interven-
tionary authority.
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SuBJECT: Proposed Formulation of Planning Prcll;am for Valley
Development
NEF ‘ CERP, Section D-18

r A
A representative of the Harza Engineering Company informed the

Consulate General that his firm has submitted to the Governor of
Goias a report offering the services of that company as general

Itants in the formulation of a planning program for the develop-

ment of the Araguaia and Tocantine River Basins in Central Brazil.

The program would include the survey and evaluation of the natural

resources, forestry, fish, wildlife and recreation, and population,

It would involve the elaboration of a master plan for the orderly de-

velopment of the Basins to insure the optimum utilization of resources,

with indication of priorities for further investigations, detailed studies

and design of various projects,

The states which include the basins of the Araguaia and Tocantins
Rivers, Golas, Mato Grosso, Maranhfo, Para and the Federal District
(Brasilia), have established a river basin commission, CIVAT -
Comisséio Interestadual dos Vales do Araguaia e Tocanins - for the
planning and ion of develop works within the Basin. These
rivers extend for about 1, 700 kilometers, beginning near Braunilia and
extending northward to Belem. The width of the two river basins i»
about 500 kilometers, and they cover over 670, 000 square kilometers,
This area is generally considered to have substantial dnvulo@nl
possibilities, particularly in agriculture.

&

The representative of the Harsa Engineering Company uﬂplﬁ'd
that formulation of the ter plan for valley development wamld Equirt
L about three years, and could be finished in 1965. Before tha A
selected individual projects, which would clearly fit int

— OFFICIAL USE ONLY—
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plan, might be initiated.

The report and offer of Harza Engineering Company services did
not include & budget for planning costs, The pany repres i
estimated, however, that costs would range from one to one and one-
balf million dollars per year for the three years required., The
representative said that whea he presented the report to the Goveraor
of Goias, he did not discuss how the costs of the planning study
(still less of the execution of the projects) would be financed. He did
offer the technical help of the Harsa Enginsering Company in pre=
paring a request for financing the planaing costs from any appropriate
source, Assuming the offer of consulting services by Harsa is
accepted, there is much likelihood that the Governor of Goias, or
CIVAT, will seek such financing from AID,

The Harsa officer said he received the impression that the initial
reaction of the Governor to the report was favorable, The report was
delivered on October 23, Onm the following day the members of CIVAT
were installed, On this occasion, which also marked a local political
celsbration, former President Kubitschek was present and was said
to have evinced interest in the program as favoring his goal of
developing the region around Brasilia,

In this proposed project the Harsa Engineering Company is
associated with the Brasilian enterpriss Hidroservice, Grupo 1701,
Rua Mexico 11, Rio de Janmeiro,

For the Minister Consul General:

Richard C, Desmond
Consul
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The strike came to an end after a msgotiation board, headed by the
President of the Regional Labor Court and the Federal Minister

of Labor, settled on a 60 percent incresse over the November 1961
salaries, with a 31, 000 cruseiro cut-off, plus an additiona] 17 percent
increase in wages with a 10, 000 cruseiro ceiling, to be paid as of
May 1, 1963, The new contract runs until November 3, 1963,

{End UNCLASSIFIED)

(Begin OFFICIAL USE ONLY) Comment: The strike was not legal
inasmuch as the previous contract not expire until November 4,
The increase arrived at, whils above the employers! offer, was within
the range they had been prepared to accept. (End OFFICIAL USE ONLY)

(Begin UNCLASSIFIED)
- Investments-~Japanese Banksr Deplores Inflation in Brasil,

In the course of a press intsrview on October 22, Mr. Jun-ichi
Furusawa, president of Japan Export-Import Bank, said that the rate
of inflation in Brasil, if not curbed, could put a brake to Japanese
investments in Brazil, Mr. Furusawa is reported as having referred
to inflation as being so discouraging that Japanese private groups
might curtail their investments in this country if inflation continues
to spiral upward.

Comment: The comments of Mr. Furusawa, whose bank is
financing various industrial programs in Brasil, reflect the increasing
reluct of Jap i tors to fi new manufacturing pro=
grams in Brasil in the face of rising inflation, A recent example was
the withdrawal of a Japanese offer to furnish some 42 million dollars
of machinery and loans for the Jupif hydroslectric plant of the
Urubupungf project (see item 2, A=42 of August 24) when the Japanese
manufacturers failed to obtain Jap Gov financial support,

3, Industry=-~Inauguration of Factory of Barber-Greens do Brasil

A factory of Barber-Greene do Brasil, representing an investment
of about 300 million cruseiros, was insugurated on October 26, The
Americsn firm already produced various types of its road-building
equipment under contract in Braszil, and the percentage of value
represented by Brasilian manufacture was reported to be 96 perceat,
The new plant will permit amplification of the types of equipment
produced and of the proportion of local production in the final product,
The firm estimates that the plant in ite first year of operation will
permit the economy of two million dollars of foreign exchange,

OFFICIAL USE ONLY
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(Begin OFFICIAL USE ONLY)

Cemment: During the last ysar adverse political developments,
uomtugc of the Remittance of Profits Law, have caused
much reluctance on the part of foreign investors to proceed with
plans, and few investment projects have been consummated in recent
months, Questioned on this point, one of the owners of the parent
American firm said that the current adverse climate had been given
careful thought, The determining factor had been the consideration
that if the investment were not made without delay, the opportunity
would have been lost. (Ead OFFICIAL USE ONLY)

(Begin UNCLASSIFIED)
4, riculture --States of Goids and Mato Grosso to Benefit from
ederal s to ture,

According to a news despatch from Brasilia the States of Mato
Grosso and Goids will benefit in the value of 7 billion cruseiros from
a federal agricultural expansion program, which will make available
some 35 billion cruseiros in 1963 to develop production of cereals
in these two states and in Minas Gerais, Rio de Janeiro, Espirito
Saato and Rondonia, The news despatch reports that small farmers
in Goids will thus receive loans totalling 4 billion cruseiros to
increass crop productivity, Accent is laid on rice production which,
in 1963, il expectsd to exceed 20 million 120-pound bags, With local
con timated at 10 million blll. the excess will be exported
to the tmporhat consumer centers of Sao Paulo, Ric de Janeiro,
Belo Horizonts, and Recife. Rice and wheat production will also be
increased in Mato Grosso where federal loans will be approximately
3 billion cruseiros.

5. Petrolsum-«-Petrobrds to Distribute Gascline and Refinery
By -Products.

The firet service station put up by the national petroleum monopoly,
Petréleo Brasileiro PETROBRAS, at Cubatao, State of Sio Paulo,
o8 record sales rat month of its operation, according
to a Petrobris spokesman. Figures cited indicate sales of 34, 300
gallons of regular grade gasoline, 16,000 gallons of high octane
gasoline, and 12, 000 gallons of diesel oil,

Comment: A local Petrobrés official told the reporter that, for over
& year, the company had beea studying the advantages to be derived
from the direct sale to consumers of gasoline, diesel oil, and
lubricants, in competition with traditional distributors sich as Esso,
Atlantic, Texzaco, Shell, and the local Ipiranga. The Petrobris officer

OFFICIAL USE ONLY
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said the Gubatio experimmnt has proved conclusive, so that Petrobrds
now intends to sub it for the app 1 of the Nat 1 Petroleum
Council a program to put up its own service stations in the 5t ate of
Sio Paulo, and graat franchises to concessionaires covering the
retail of its by-products.

For the Minister Consul General:

fichopd L. Buamd

Consul
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In First. Post-Blection Press Interview Governor-elect
Miguel Arraes Says Persambuco Will Mot Deal With Alliance
for Progress, '

st vl

~S

Governor-elect MIGUEL ARRARS held his first post-glaction
meeting with the press on Saturday, October 27, The interview covered
a wariety of subjects, ranging £rom public housing in Recife to the
forthcoming plebiscite to the blockade of Cubay and was well attended
by local journalists, Journalists from other states in Brazil, and
even several foreign television and newspaper reportexss

Those who had expected Arrads to utilize this initial meeting
with the press to make s conciliatory approach to the forces that
opposed his election and fear his rule were proven mistakens A vague
and platitudinous prepared statement issued at the beginaing of the
conference contained 1ittle that would further antagonize his
opponents, but in ' his extemporaneous replies to questions Arraes
betzayed a line of thought which is certainly extreme leftist-
natiopalist and on several issues closely parallels the Communist
position, 'On foreign investment, for example, Arraes promised to
greet with open arms those foreign concerns "that come to form
part of the region's economy without the remittance of profits abroad.”
On the orgmization of rural workers, be gave equal uI.Et to the
rural syndicates sponsored by the Church and the "traditional Ligas
%" On the solution of agrarian problems, Arraes called for

2 [ tion of the middleman, implying that this function would be
assumed by the State, Possibly the most significant portion of the

mesomees (/-

Salected L -.--ut Go lect Arraes Press Conference
of October 27, 1962,

= SplaEeiL
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l.m'lni.- was his reply to a question concerning his dm;lm policy,

. in which he promiged to expind the activitiés of the Commmist-front .
imento de Cultura over the entire state, Fimally, his answer to a
F qucltl—n; concerning the %-it of President was correct but decidedly

" Prom the point of view of immediate United States interesta, the inter-
view is most important for what Arraes had to say on the subject of the
Alliance for Progress and Pernambuco’s future participation in the Alllance,
Declaring the SAMPAIO administrfation housing project, one in which USAID
and the IBD are cooperating, to be "totally wrong and demagogic,” Arraes
stated that his government would deal with the Allisnce only through SUDENE
and the Ministry of Foreign Affairs, Pemmambuco's outstanding Alliance agree=
sents, he said, would be reviewed by SUDENE and either terminated or main-
tained in sccordance with the best intereats of the country. Arraes based
bis insistence that future Allisnce undertakings be through SUDENE or the
- Itamaratl on his slleged understanding that state governments are
constitutionally incompetent of dealing with foreign powersy
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1, Arrees' Comments on Allisnce for Progress Draw
Quick Response

Governorweleot MIGUEL ARRAES' widely-reported comments
on the Allisnce for Progress at his Ootober 27 press
i conference (See ConGen Airgram A-l1) drew a number of
A
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of quick retorts and strong dissensions from Pernambuco offiocials
and from two other Northeastern governors. JORDAO EMERENCIANO,
Chief of Pernsmbuco's Civil Household, was the first to l‘.pl{“r
to Arraes. In a lengthy statement issued to the press on Sa du-"
November 2, Emerenciano eloquently explained the "spirit of action
. that moves the Alliance and the Alliance's conpept of pertnership,
defended the right of state governments to participate directly
in the Alliance, and oriticized the Arrses-artioculated ¢oncept that
SUDENE alone has the competence to decide on nationally-and-
internationally-financed development pro jects. The next day,
MARCO ANTONIO de ALCANTARA, head of Pernambuco's housing section,
reubtted Arraes'! oriticiasm of the state housing project, stating
that the oritical remarks were based on ignorance of the projectis
aims. At the seme time, Governor ALUIZIO ALVES of Rio Grande do
Horte told the Recife press that Arraes' comments betrayed a lack
of kmowledge and understanding of the Alliasnce. Alves also maine
tained that Arraes had erred in his assertion that state govern-
ments could not deal direoctly with Alliance officials. Governor
PARSIFAL BARRCSO of Ceara followed Alves with a strong defense
of the Alliance for Progress and a dig at those who fail to
erceive the benefits to the Northeast of the Alliance, Next,

e leader of the Governor's bench in the State Aseembly introduced
the duestion for debate by defending the aims of the iance and
denounocing Arraes. After a lengthy threshing by both sides, the
question was droiped only to be picked up briefly by Recife's
municipal council,

The incident at least proves that the Alliance for Progress
does have some stout defenders in the Northesst, (OFFICIAL USE ONLY)

2. Mizuel Arraes Csncels European Trip -- To Wed Shortly

Press reporta out of Rio de Janeiro indicate that Governor-
elect Miguel Arrases has cancelled his trip to Burope. Local rumor
had it that the trip would have taken Arraes to France,
Cgechoslovakia, and posaibly one other Iron Curtain country.
Though the reason specified for the cancellation was Arraes!'
desire to devote himself to a study of the problems he will face
as Governor of Pernambuco, it is probable that his forthooming
wedding was also a factor. Arraes, the widowed father of eight
olildren, is to marry Miss MADALENA SABOYA FIUZA, possibly within
the next week. Though Miss Saboya is not well known in Recife,
she ia reported to be a native of Ceara, a resident of Rio de
Janeiro , and a former professor at the Sorbonne,: (OFFICIAL USE ONLY)
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Ceffes Exports.
Wheat Purchases.
don of Profit Remittamce Bill.

"mhirteenth Meath" Boous Will Not Be Pinansed by the
Bank of Bresil.
Brasil Implements LAFTA Complementation Agreement in
COaloulating and Data Precessing Mashines.
Another Iron-Ore Export "Deal®.
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Polish Trads Mission Expected.
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1. goms poms

c-ﬂncwmm-ndo-towwm 1,715,069 bags
omuz,m.ﬁwwmmm 1961.

m:mmmmmtem-m&u’
through Osteber 31, m.m’;’f"hm“llwhﬁ,
wmm.—mnumm

July 1
bags ex=

yoar,
marketing ':’.:h—lm)
Ew;.l-m)

Brasil
gn Ootebsr 25 under its o
the erop. Delivery is
Brasil also purchased 80,000
proveeds

provisiens for &n
March Title I
(1Lfhemasson)

3. DELEGEMTION OF PROFIY BRCTREE BILL
0n Ostober 51 BUMCC issued nstrustiom 231 and 232, dated October 2k,
t remittange bill, The Instructions set forth the
BUMOC of all foreign companiss (and
ign participstion operating in Brasil) for
and (2) the registration of rty beld by
gal entities sbrosd. (JErisey, yer)
(UNCLASSIFIED)

instructions eoncern themsslves only with the
and contribute nothing to clsaring wp the con-
the law. Itl.l-lﬂ'ltu(ihtthiﬂﬁﬂtm
pmﬁm--mtmmmumu
amendment (which eliminates, samong other things,
remittances) be approved by the Cengress.

(OFFICIAL USE OMLY)
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mmunm-ﬂ.r-lmu nmdmtohrjo,mdnnl
and Exargy Bliemer Batista, surrently traveling in Burope, reported from
Amsterdam that npegotiations pad been sempleted between Manpesmann
l.bﬂmvummtuthmnnmwth latter firm
Erasilian irem ore. n--mu—um-m-ncmw:—nm

foame
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‘betwesn the Companhis Vals G0 Rio Dese and
see EER, Ewbassy Airgrem A-M06, Oct.
The value of the are was stated to

(URCLASSIFIED)

govermment-owned entities. This aspect is given
Mﬂtmmﬁmmﬁdumm-ﬁw
it was definitely given the stamp of approval by the press as
the eeuntry®s development. We mention of the velume or time
mcm-&,hﬁumﬂu—m&on&rwemtu
mnmtmmmummmuum

(OFFICIAL USE ONLY)
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Fereign Trade is reportedly scheduled to arrive
ibilities of inereasing
Rio, vhish relessed this item
should sasily be able to step-

(UNCLASSIFIED)

COMMENT: Accerding to offic: Bregilian statistiss, two-way trede with
Poland asountsd ts §53 million in 1960, $30 milliem im 1961 and $4.5 million
during Jamary-June 1962, In prospect, and Jresumsbly to be tepies of discussien
with the Minister, are a $10.5 million helisopters-for-soffes
(hmtohwumulmsmammwm
mmnﬂnﬁmfnmu-.&mmwuu—uﬂ.mﬂ-
va do Plano do Osrviio. (AArenales)

(URCLABSIFIED)

9+ FEDERAL BATLROAD NETWORK DINECTORS MEER

A conference of the directors of the 18 reilroads that eompose the
Poderal Bailroad Network (Bfds Ferroviaria Fedsral, B. A.) vas beld in Rio de
Janeiro st the end of Ostober. Important matters dealt with included reequip-
ment and the necessity of completing the dieselization of the rallroads, the
soquisitien of 2,000 freight cars of national manufacture in the shortest
possible time, and the establishment of maintenance sbaps for relling stoek.

Other items dsalt with at the eenference were the propesed suppression
of 375 kms. of brench lines censidered te be unsconomisal,,thh-removal of some
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oI, NINERALS
1, Geal

The Sants Catariass Geverament 1s l“d{:u the imprevemeat
of the ccomsmis amd secial sitmation in the ! te's ceal area,
For n.-{ yoars, claims were made that Santa “atarisa is supplying
soal wilhout ebtainimg the bemefits it deserves. Almes$ k00,000
people, 208 of the State .:Imuu, are directly er i otly
concerned with eceal preduc which is Seuth Bmmta Oatarima's
most impertant ccememis seotivity, The devermment plans te sekk
foderal aid for impreved social assistamce, electrifisatien, amd
the imstallatien of basioc imdustries in that ares,

Seurse: "Netfeia", Jolaville, Octeber 26, 1962

2, Irem Ore .

‘J- uncenfirmed repers in the Ouritiba mewspaper "0 Estade
do Parand® of Osteber 25, 1962, says that & ﬂ::’ of i
capitalists purehased the iren ere mines ab nina, "
frem their previeus cwmers, ;ﬂnuhm-rd . In
recent men American geslogists have deme research werk ém
the Antenina fren ore area, which makes the press infamatien
rather interesting. The repert alse stated that the mew imericam
owmers will recruit 2,000 lecal werkers for the o A Plaste
fuaransee sperating en tae slectre-magnetic pr-u!. d be
installed until such time as the mearby Ospivari-Cacheeira
230,000 kilowatt pewer plamt can supply electric power in
abundance,

Souree: "Estade do Paranf", Curitiba, Osteber 25, 1962
v, THDUSTRY

1, Miscellany

Parand State-appeimted agrememists, ta_gether with
represeatatives of the Department of Agriculture amd the State=
euned CODEPAR investment , are atudying mjuu in
Horth Par fer the precess of rami and oot and will
tcun on future CODEPAR fimsmeing for the creatien ef indmstries

this area,

An impertamt Santa Catarima textile inmdus will imstall
a bransh fastery inm Ouritiba, Fer Ml-"!;:::. 308 of it
machimery and werkers will be transferred Joimville te
Curitiba, Tatil mew, Curitiba hes hardly Sextile fastories,
wut Nertheast Santa Jatarima is eme of 1's eutstanding
industriel areas im this field, ’

The Santa Catarina Gevermmemt is giviag Righ prierity
UNCLASSIFIED [t the
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the industrisl develepment of the Itajal Valley area, already
ni 4 availahility ef skilled
eslopment Bank and the Natiemal
Ecomsmie

asplifieation and imstallation of olethiag sad
industries in Jeinville, Brusque, and Blumemau,

Sinee rioh phesphate m& of high 'guo wers feunmd
at Ani 1is, lesa tham 100 ters frem risnepolis,
Santa Catarisa, the Gevermment founded a cempany te mamufasturs
phosphate tut!ltul-. He further infermatieam has se far been
o d abeut this indmstrial projeet,

lurun'rtu. do !u-ul" Curitiba, Octeber 25, 1962

"Tribuna do Paranf", Curit OQoteder 3, 1962

"Ultimm Hors®, Curifida, October 29, 1962
"Netfola®, Ouritiba, Octeder 9, 1962

ve  Liscm
1, Pert Verkers

str are a censtamt threat te opsratioma im the pert
of Paranaguf, Pert tramapert werkers and drivers are fighting
fer the priviledge o¢f execlusive tramspordatien in the pert ares,
which the warehouses and the Osffes Center refuse te gramt
alleging that the charge fer this werk ia exesssive, Pert pilets
insist en better pay and threatem te strike. Stevedorss may
eventually staje o 'L..W strike to au{p!t the indesmisatiom
claim of five of thelr sempanions against the Brasiliam Ceffee
Institute and a Santes ceffes trading firm. le, Lendr
ceffes warehouse werkers returmed te werk em Ostober ﬂ,, 1962,
e® & week's strike en the issus of !:s for heliday werk,
sspite the umeertaia laber situatien the produstien area
and in the port, coffes shi contimue lively amd reached
almoat recerd dgu'u in Ooteber,

Sources:"Ultima Hera", Curitiba, Octeber 1, 2, 5, 26, 27, 1962
2. Zramspert Verkers

trans te 62
the t-m.ﬂ‘.:i!r“nn !un.“ :::t'“ e -':l‘:!r :‘Jé;'-i’ ¥
23,500 crus for drivers, 25, crussires fer supervisers,
20,000 oruseires fer tic ssters, and a 70f inorease ef
the pres f office and werkshep persemmel, alse
insints en the payment of thirtesnth menthly wage prier to
aldeDecember, snd on & 150F pay for evertime,

Sources:"Gaseta do Peve", Ouritiba, Osteber 26, 27, 1962
"pltima Hera", Ouritiba, Osteder 20, 1962

UNCLASSIPIED /30
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3. DBeverage Werkers
Workers im the Curitiba hvongu indu.-triu wers granted
wage increases as of September 1 Og. s under
15,000 eruseires were honnu s toim l.s,m smd
20,000 oruseires :503 § hotween 20 25,000 eruseires by

25‘; and ever 25 oruseires by !k. This measure was expected
after the runt imorease in beverage prices,

lmulx"lnnu de !n-nl" Curditiba, October 5, 1962
"Zripuna do Paraad”, Curitibe Ooto‘bor , 1962
"Tltima Hora®, Curiliva, Ootober 6,

h;ﬂ_ﬂz._hu_w_hu

After threatenimg to strike en the issus of their 75§
wage imcrease demamd, Curitiba carpeatry amd furaiture werkers
mo g::m a gemeral increase as ef Octeber 1, 1962, and

RGf imorease as of April 1, 1963,

Seuresas“fstade do Paraai" u-:lt.tn, Oateber 2 1962
ribuma do Parent! Cotober 5. , 1962
'lmun Hora", hu, e P 3, b 1

S;LM_H'M

Curitiba construstion workers, after a long compaiga for
0% imorease for skilled amd 60§ fer umskilled labor, were

a7
granted 59% and 55 respective the Octeber 1961 :I.no:l.l,
of Beptember 16, 1962, ther and 10f imerenses will be
granted with the future rise of the offisial minimum wage.

lmnn' tade do Papani” on-zun. Octeber 2, | 1’62
"ipibuna do !Il'l-l“ lt:l.n‘ Ostober E. i’f.
"Pltima Hera®, Ourifiva,

6o Paper Werkers

The 3,500 werkers of Iandfistrias Klabin do Faranf de
Papel o Col e, of Monte Alegre, weat en strike frem Cotober
9 te 12, 1962, en the issus of thair 71.6% wage imorease demand,
Wth the Jmnu of the Btate Laber Besretary, the strike
was utuu with a 568 imorease om preseant wage levels,

Seurces:"Difirie do P cunm Qotober 10, 1962
"Es Qeteber 2, 5, n. 19&
1gas oteber 9, 10y
ribuna do Parand" Ostober u, 12, 13, 1962
;gﬂ”" Nera®, ou-s.hn, Osteber L, 6, 8, 9,710,"12,

/Ts

or 2, 5, 1
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Te Eriaters

A request fer a 908 imoresse en their presest o8
which have b:l- une! since Nevember 1961, was n:ir e
werkers in Curitiba nting sheps and mewspapers. The weorkers
are imelined te go en strike,

u-nus'n-udo do Parand®, Curitive, October 25, 1962
Gaseta do Peve", Ouritiba, October 19, 25 1951
“Uitima Newes, Oritine, Ostever 25, 2f, 132

8, Jourmalists

Jeining thelr wage demand with that of the priaters
Quritiba jourmalists uhl for a 908 insrease and fer lllll!
vacations of thirty days. They alse ask am additiemal 500
ornseires menthly per year of servise, ers made a ocoumter-
eoffer of imoreases from L0 %o 60f en the 1962 levels, This
was met assepted; however strike is ualikely te eocour, amd
amployers may evemtually imon their effer,

Seurces:"Estado do r-u-l ; Ourisiva, Octeber 30, 31, 1962
"Sribuma do Parandd, Ouritiva, Cetober z& 27, 1962
"Ultima Hora", hu Octeber 16, 196

9. BEadie Ewpleyess

Alleging that previeus promises were mst hopi their
wmpleyers based en the cest eof liv. l'l.l. oyees
of the Curitiba radie statien PRB-2 aske d.l'lo cemcession
of 40 to 60F imoreases en pressat salaries I.Il went en strike,
The strike was called off after sixz hours, vhen the employers
agresd te raise the menthly salaries belew 20,000 cruseires by
the enes belew iMcmﬂnlh’M,lutho-lMo
500 oruseiros by &

mn"'htlﬂn do Pu- Curitiba, Octeber 1962
Ultima Hera m-iu.n. Outober B8, Tok

10. Toachers

Parand teachers ¢laim that in 17.:i.lluu'l 22 Btates
the teashers are better l:’l.thln ia P They asked the
State Gevermment for an ved olassifioatieh, which 'lul‘ mean
bebter pay "!npu-ﬂ.on:l bomus after tem amd ty yoars of
sevise; d retirement after 25 instead of 30 ruu of
servise. The State Gevermment sppears willing te t the
teachers' request.

lmun"luhu do Parand", Curitida, Octeber 25, 1962
tima Hora®, ouritiba, Octeber 16, 194
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11, Offieial Mimimum C

The natien-wide I-all for an imorease ia ﬁ;.;:ﬁnhl
-{:l;‘l I;l. 1::.1, :nal.g, l’.:.unnuu a :nth I.nu and 5
[ o838 Sente Jatarima, sentimmes drawing liv [ >
Rhere, Rn President of the lllll‘.;clﬂ.'lﬂ.ll of Laber aﬂm !-
afraid that a delay im deoree new lev might cause serieus

nsequences imoluding & gene strike, alse fears the
ederal Goverament -I.m neglect the -mcn on the increased
eont of liviag submit by the laber emtivlies of several States,
r.uh -uuu:l.t is unfalr treatment to certainm arens such as
arand lecal delegate of the Ninistry belleves t
the effieial minimm e for Far -u.'l.'nun‘uulg‘ o
Laber unions' umto:!:l: memtion the mesessity ef a rise.

Seurces:"Eatade do Farand®, Curitida, Goteber 3 1962
oasate & Pover, buritida, Oeteber 5, 1962

 *Zribusa de Parend®, ouritina, Ooteber k, 1962
vi,  FINAKE

1, MNemey and Exchange

The momey market has tightemed considerably and leaning
operations ia gemeral have been curbailed, The exchange market is
quiet, and uuh:r operations are gemerally baing liquidated on
a prempt basis oh has further oemtributed to & cash shortage
in the banks, Lecal refail firme are actively engaged in pre=
seasenal uv-nn':zug Sales are reperted to be goed, and
ocollestions are no . The follewing are the comparative figures
on clearings in Ouritiba:

September 1962 Angust 1962 Septemb 1

aumber ef ohesk 112,6 132,129 B
amount .(oﬂl.:.l:l) 19-1#“:&%:33’ ﬂ.li‘z:“!.m 9,5]1:;3%,9“

4 mew Curitiba bamk, Banco Indfstria e Cemireie do Parenl
{4:5, 1isted the fellewing progress simes 1ts epening o July 1,
H

date at of bank sccounts tetal memey depesits
July 31, 1962 m Gr§ 60,055,000,00

ing, 31 1962 100,767 ,000,00
sept.30, 1962 859 Ox$ 165,557,000,00

e Parand Statistics Office reperts that thers are pre-
£ bank establishmenta in this Btabe, of
and 42 in Curitiba, th ot
are Lendrima with 22,
with 17, sad Cemdd
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Sources:"Estado do Paramk®, Curitiba, Ooteber 9, 25, 1962
The Pirst Natiomal City Bamk Of New Yerk

ViIi. TRANSPORTATION AND COMMUNICATIONS

l. Besperts

Despite its -nl.t-u umn 1.., bad weather,
and comtimueus laber prebdl the P ement 1s
lively, Durimg the first .u.% asathy of 96:, :39,331 bags of
eoffes were shipped thre tetalling
209,258, 611, kiles latt Ja.m 25i S eateres ths pirt,
nq‘- poried, the Pors Administration had am insome of
22 9.230.30 cmd.rn.

h; August 1962, the fellowing lmport shipments were
discharged in Paramaguf: '

Precedure Wolght in kiles Namber of Velumes
u-muu ui%zzs
.305

gll.lﬁd States

ance 1523:%
lrut Britaia
Italy

total 6.350,367
The export shipment figures duriag Augnst 1962 were:
Destimatien Noight im kiles Number of Velumes
United States 15,663,718 uu,sol.
Argentina 3, lli 2610 52,
Germany 5156 22,652
Chile 921 2206
etherlands
Great Britais
Canada
Sweden
France
Demmark
Pusrte Rice
TOTAL 23,354,943 549,703

/The follewing

UNCLASSIFIED
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The fel. prineipal geeds of domestie origim amd
precedure were unleaded during August:

ﬂ”uu 11,2:1,17 kiles
esel oil 1 ,i S20i kiles
fael il »132,725 kiles
kerossne 209,262 kiles
aviatien gaseline 772,015 kilos
jute 202,000 kiles
coal 190,000 kiles

Trade asseciatiens asked the Nershant Marime Couneil te
increase the number of demestis carge 8 stopp at Parsnaguf,
since there ia considerable lack of shipp. apace for Nerth
Brazilian ta, As a result of the perssnal efforts of the
T S e ST B

o or Coas v on esteira”) p
imclude Paranagué im ita itinerary fer the new luxury passenger
and carge vesssls of the "Primcesa"-class,.

The Paranf Govermment continugs to request better tele-
mhn eommnication facilities for ‘ar » including the
1tallatien of telex, The Pert Administratien 1s engaged iam
l’;:dil‘ up messures to dredge the Southeast acoess canal te the
pors,

Three times durimg Ootober 1962, the Pert Administratien
-uﬁtol publie ‘lll! the first for the purchase of eight clam-

leading and ading shovela ef te 45 oubic feet each
the second for the installation of a mew elestric pewsr g-t-
the port area, the third for the constructiom ef a 200 ouble
meter drinking water reservelir,

Sources:*"Didric do Perand", Curitiba, Octeber 3, 11, 16, 2ij, 30,

]
Ratade do Parand®, Curitiba, Octede 0, 1962
“Gaseta do Pove", buritisa, Doteber ;,310Pisfkief &, 30,

1 b
"Sripuna do Parani”, Curitiba, Ooteber 3, 30, 1962
"Ultima Hora", Ourifina, Ooteber i, 5, 18,711, 12, 1962

2. Adrperts

New amd ved reads and mere cemfortable bis Sraffic
as well as the high cost of alr fravel are believed to be the
diminutien of air traffic at Curitiba's Afense
Pena Airpert, which dropped frem third positien in 1957 te
seventh it present, The State Statisties Office published the
fellewing data regarding the passenger movesen$:
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MEMORANDUM OF CONVERSATION
Date: December 11, 1962

PLACE: Offices of O Estado de Sio Paulo

SUBJECT: Brasilian Economic Problems Threaten to Provoke Revolt,

PARTICIPANTS: Fredsrico Heller, Economic Editor of the Estado
de S8ao Paulo,
Richard G, Elnﬂd, Ecomomic Officer, American
Consulate General, Sio Paulo,

Copies to: Amembassy Rio (2cc)
ARA (lcc)
INR (lcc)
Central Files

The reporting officer called on Sr. Haller to ask his opinion on
curreat issues of importance to Sio Paulo businessmen, notably availa-
bility of credit to pay the "thirteeath month® Christmas bonus, inflation
and shortage of foreign exchange,

8r, Heller commented on these problems in rather summary fashion,
He said the problem of credit shortage would be met without difficulty in
view of the expansion in the money supply accompanying the great in-
creases in currency issue that are taking place and will continue until
the end of the year. These increases will naturally give a further
impetus to inflation, With respect to foreiga exchange, Sr, Heller's
remarks ssemed to imply the conviction that the United Statss would
feel impelled to provide under any circumstances & minimum of aid
sufficient to continue the flow of essential imports, He attributed the
receut rise in the parallel rate of the dollar in part to political temsion
and ia part to a tendency of some psopls, faced with the prospect of
stricter tax collections, to put momey into dollars, He expressed doubt
that the official rate would be adjusted before the plebiscits in Jenuary.

Asked about the attitude of Sio Paulo businessmen to curreat sconom-
ic developmeats, 87, Heller said the majority of the classes produtoras
hupoduéowomdlmmuﬂwbhhph«ubmlnnm; 1]
the rise in the cost of living continued unabated. This estimated timing
was based on a rate of inflation that prevailed somewhat earlier, If
inflation continued at the rate of the last fow weeks, the estimated
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timing would be advanced to April or May., As evidence to support the
likelihood of these expectations, Sr, Heller asserted that General Pery
Bevilacqua recently told one of the General's cousins who is a colleague
of Heller's on the staff of Estado, that unless the rise in the cost of
living was curbed, he nl.y_;iﬁ- for Brasil would be for its generals
to follow the Argentine example and take things into their own hands.
Heller said economic factors likely to provoks a revelt ware intaraal,
notably inflation, and mot exterasl, since the military had little under=
standing of foreign exchange or balance of payments, However, should
lack of foreigm exchange result in curbing imports of sssential materials,
80 that the economy was seriously affected, this would accelerate the
coming of the crisis,

Following the coup, it was expected that the Goverament would be
placed in the hands of & moderats conservative such as Juracy
Magalhies,

Askad as to the probable attitude of Governor-Elect de Barros if &
coup should materialize, Heller said that Adhemar was conservatively
inclined and courageous and would undoubtedly support it, He remarked
that in spite of Adhemar's past record, there was much hope among the
classes produtoras that he would provide a good state government, and
Adhemar would probably try hard to justify this hope,

Heller said he could not appraise the likelihood that the national
administration would be successful in slowing the rate of inflation,
President Goulart had said he expected to reduce the inflation in 1963
to 30 percent, The President is, however, a poor administrator, and
left to his own devices would probably not carry out an effective anti-
inflationary program, If he should appoint a capable man like San
Thiago Dantas as Minister of Finance, and give him sufficient authority,
8 reduction of inflation could be attained,

RCDesmond:ip
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suBJECT: Biweskly Ecomomic Review, Novnmhqr 30 to December 13, 1962,

REF : CERP, Ce3

CERP
TINDEX Refereace

1, Domestic Investments --S3o Paulo Del0
Businessmen Study Iavestment D-13

o aJm

ﬁf& Es;/
7

//J/LJ

Opportunities in Northeast Brasil, D-14
D-18

Minerals =~Goifs State Government

Seeks Transfer of Nickel Concession D15

Mining Rights,

Aviation --French Aircraft Maker

Indicates Intent to Manufacture Ventura
Helicoptars in Brasil,

Freight =-Interstate Trucking Com-

panies Increase Freight Rates. D Ventura
Finance --Sic Paulo Municipal Budget )
for 1963, Ventura
Industry ==Swedish Trucke-making

FPlant Officially Inaugurated by Ventura
President of the Republic, '

Trade with Soviet Bloc «=Polish For=

eign Trade Minister in Sio Paulo, Ventura
Trade with Sino-Soviet Bloc »=Chinese
. Trade Mission Visits Bio Paulo, Mann
Foreign Investment ==Govermor~elect

de Barros Contacts German Steel and

Fertiliser Manufacturers,

% Contents sad ClasaMieadon AFpreved 55

ECON:ADY, sip 12/14/62




OFFICIAL USE ONLY A-lil
S T

-2 12/14/ 62

CERP
DEX Bsference Raperter

10, Industry =-Swedish Firm Makes D-13

Hard Metal Tool Bits ia Sio Paulo. D-14 A.D, Ventura
11, Electric Power =-Governor Inau-

gurates Graminha Dam, D-16 D,P, Mann
12, Electric Power ==Governor Cone

cerned Over Possible Power Shortage, D-16 D,P, Mann
13, Labor -«New Wage Agreements Follow

60 Percent Increase Trend, Del? Jo Liebof

(Begin UNCLASSIFIED)
1, Domestic Investments =-Sic Paulo Businessmen Si Investment

Opportunities in jortheast Brasil,

Twenty five prominent Sic Paulo businessmen travelled to Recife,
State of Pernambuco, at the invitation of the Superintendency for the
Development of the Northeast (SUDENE) to discuss possible Sio Paulo
investments in various agricultural and industrial programs in
Northeast Brasil, The Volkswagea represeatative pledged construction
of & motor vehicle assembly plaat at Recife; ons of Brasil's major
toy=makers, with head offices in Sio Paulo, promised to put up a
plant to make plastic toys in Salvador, State of Bahia; a hlly equipped
Industrial Training School was donated by an important Sao Paulo
maker of automatic lathes; and funds to insure its continued operation
were pledged by other businessmen, The objectives of the rount.'l.y
formed 5ao Psulo eanterprise NORCASA = Nordests, Colomis
Alimentacao 8. A, (see Airgram A-136 of Novembar 9’ were upbﬁﬁcd
to NE ials, NORCASA promoters are planning to raise &
capital of 6 billion cruseiros to be subscribed by & ber of promin-
ent 880 Paulo busk and industrialists, Other possible investe
ments, including a steel products fabricating mill, a cotton gin, a
dairy processing plant, a bus body assembly plant, and several
textile mills, in the States of Cears, Bahia, and Pernambuco were
discussed,

Commant: Ons of the reasons why Paulista businessmen are now
showing interest in setting up mmmm- in the Northeast
is related to a provision of the SUDENE master plan which promises
substantial income tax coancessions to physical perscas and Brasilian
corporations investing funds and equipment in Northeast Brasil,

This provision is aimed at encouraging private capital investments
from other parts of Brasil to the area whers SUDENE ie responsible
for the supervision, coordination and coatrel of all Federal develop=
ment activities, Response from Sio Paulo got off to a slow start, but
is now gathering momentum,

OFFICIAL USE ONLY
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2, Minerals e Goids State Government Seeks Traasfer of Nickel
once 88! 8,

The Governor of the State of Goifs, Mr, Mauro BORGES, has
approached the Federal Minister of Mines and Energy with a view to
promote the transfer of mining rights on a nickel concession held by
Sio Paulo businsssman and federal deputy from Pernambuco, José
Ermirio de MORALES, to Metais Goids 5. A. METAGO, a 100 million
cruseiro corporation, 98 perceat owned by the Goids State Govern=
ment, Governmor Borges claims that although Mr, de Moraes purchased
the property soms 15 years age, he has not extracted nickel to date,
and turned down a Goids State request that he put up a mickel process«
ing plant on the concession, The ore bed under disputs, reportedly
one of the largest in the world, is located 120 miles north of Brasilia,
near the town of Niguelandia, According to Governor Borges a total
of 10, 000 metric tons of high=grade nickel with a 5 perceat metalic
content could be processed annually. (Eand UNCLASSIFIED)

(Begin OFFICIAL USE ONLY)

Comment: It is doubtful that Mr, de Moraes will lose mining
rights on the nickel ore bed. Mr. de Moraes controls the important
Votoraatim group, major producers of aluminum in Brasil, and is
very influential in high political circles. To appease the Goids State
Governor he may agree, eveatually, to process some nickel in the
Niguelandia area, (End OFFICIAL USE ONLY)

(Begin UNCLASSIFIED)
3, Aviation =+ French Aircraft Maker Indicates Intent to Manufacture
rs in Bras

Mr, Charles Marchetti, engineer and representative of the French
aircraft manufacturer, Sud Aﬂ.l:gl of Toulouse, visited 8o Paulo
to study the possibility turing the company's "Alouette 2"
belicopter in Brazil. Sud Aviation has already made 1, 000 such aircraft
and sold 860 units to 33 countriss, Mr, Marchetti considers the
Brasilian markst potentially interesting and stated that Sud Aviation
would be willing to make the Alouette in Brasil == problhl‘r in Bao
Paulo == under a joint venture with Brasilian private capital, or
sventually with the participation of the Brasilian government.

Commezt: Sud Avistion is well known in Sic Paulo since domestic
airlines ordered and now use the Caravells Jet the company produces,
Recently, Sud Aviation wold four Caravells 6-R aircraft to the important
loeal airline, 2E° Enn Sio Paulo, which also took out an option

OFFICIAL USE ONLY
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for an additional two aircraft (ses item 2, Alrgram A-93 of October 5).
1t is not impossible that the "feelera™ put cut by the Sud Aviation
representative may find response from local capitalists.

4. Frel == Interstats T anles Increass Fre Rates.

The Association of Interstate Highway Freight Truckers aancunced
that freight rates on all goods == except cersals, fresh vegetables
and petrolenm products =e transported by its assoclates were raised
40 percent as of December 5, The Assoblation alleges that the increased
rates wers prompted by the higher cost of trucks (whose list prices
increased 100 percent in the past twelve months), tires (up 65 percent),
lubricants (up 40 percent), and increased taxes.

Rates covering transportation of petroleum products are set by
the National Petroleum Council (CNP), and the truckers now threaten
to paralyse all highway transportation of these products unless the CNP
authorizes an immediate increase of freight rates on all types of
petroleum products.

Comment: The increase in freight rates, the first in the past
thirteen mu‘ﬁ., i{s considered to be justified, although its inflationary
impact is deplored in local trade circles.

5. Fi == Sio Paulo Municipal Budget for 1963,

The Mayor of Sio Paulo sanctioned the Municipal Budget for 1963,
The budget places expenditures at 51,8 billion cruseiros, and revenus
at 45,3 billion cruieiros, thus reflecting a deficit of 6.5 billion
cruseiros. The Municipal Chamber, which approved the budget late
in November, also authorised the Mayor to undertake cradit operations
to cover the projectsd 1963 deficit.

Comment: The budget will probably be unbalanced by at least an

tional 3 billien iros to meet costeof-living increases in the
salaries of government employees, now under consideration by the
Municipal Chamber.

The President of the Republic, together with the Goveraor of the
State of Sao Paulo, on December 8 officially inauguratad the truck
manufacturing plant of Scania Vabis do Brasil 5,4, at Sio Bernardo do
Campo, near Sso Paulo,

OFFICIAL USE ONLY
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Comment: Although officially inaugurated only now, Scania Vabis
do Brasll S,A, has been manufacturing heavyeduty trucks in Br
since July ﬁla. first on rented premises in the city of Sao Paulo,
later on its own plant at Sio Bernardo do Campo, The company is
controlled by Scania Vabis A.B. of Sodertalje, Sweden, and represents
a Swedish crown investment equivalent to approximately 800 thousand
dollarsyplus over 600 million cruseiros, Plant capacity, which has
not yet been attained, is Z, 000 units annually.

7. Trade with Soviet Bloc == Polish Foreign Trade Minister in Sio
P 0o

Mr, Witcld Trampozynski, Polish Foreign Trade Minister, visited
Sio Paulo November 29-30, Ata mesting with directors of the
Federation of Industries of the Btate of Sao Paulo P) the Pblish
minister stated that the purpose of his visit to Br was to develop
trade between Poland and Brasil, which had fallen off in the past two
years, Poland is in & position to export ships, tractors, rolling mills,
automatic lathes, textile machinery, agricultural implements, steel
laminates, in exchange for Brasilian minerals, including manganese
and iron ore, cotton, coffes, sisal, hides, and vegetable oils,
according to Mr. Tramposynski, (End UNCLASSIFIED)

{(Begin OFFICIAL USE ONLY)

Comment: According to a prominent businessman who attended
the moﬁl at FIESP, most of the products Poland wishes to export
to Brasilpre already manufactured locally on a large scale and at
competitive prices, and unless barter transactions are developed,
Polish=Brasilian trade will not expand substantially in the next few
years, (End OFFICIAL USE ONLY)

8. Trade With SinoeSoviet Bloc == Chinese Trade Mission Visits
a0 Pa .

(Begin OFFICIAL USE ONLY)

The trade mission from Communist China currently touring Brasil
arrived in Sio Paulo on D ber 7 and on D ber 12 was still here,
Local officiale of the Bank of Brasil have been arranging activities
for the mission,

The mission claims it is especially interested in promoting the
sale of Chinese textile machinery and the purchase of Brasilian cotton,
according to the Consul General of the Republic of China in Sio Paulo

OFFICIAL USE ONLY
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who doubts whether any significant trade will result from the mission's
visit, Important business organisations such as the Commercial
Association, which normally comes into the picture whan a foreign
trads group visits this city, as well as most of the local newspapers,
have ignored the Communist Chinese mission upon the request of the
Chinese Consul General, according to that official, Likewise, ths
sisable local Chinese community, which is by and large a fairly
prosperous business community, has ignored ths visitors, (End
OFFICIAL USE ONLY)

(Begin UNCLASSIFIED)
Investment == Governorselect de Barros Contacts
teel and Fertiliser Manufacturers.

According to a report in O Estado de Sio Paulo of December 6,
concerning various activities in Germany of Governorselect Adhemar
de BARROS, be is seeking contacts with the German steel industry,
Such contacts, the report said, "may redound in benefit of COSIPA,"
The Governorselect is also seeking German investment in fertiliser
plants for Sio Paulo. O Estado attributed its information to United
Press International and Trance Presse, (End UNCLASSIFIED)

(Begin OFFICIAL USE ONLY)

Comment: Covernoreslect de Barros reportedly hopes to buy the
Federal Goveranment's controlling interest in the COSIPA steel plant
under construction near Santos, and then resall such control to some
foreign private steel company such as US Steel or Krupp (Congen
Asl43 of November 16, 1962), Implementation of this plan would, of
course, be contingent upon the willingness of the Federal Government
to relinquish its control over COSIPA, (End OFFICIAL USE ONLY)

(Begin UNCLASSIFIED)
10, Industry == Swedish Firm Makes Hard Metal Tool Bits in Sio
Paulo,

Stora x_.nB%orl' do Brasil S.A. insugurated on December 4,
at Sao Bernar mpo, & plant to make hard metal tool bits. The
company is & wholly owned subsidiary of Stora Koppaberge Bergelags,
of Sweden, until now & major supplier to Brasil of tool bits, Using
tangsten carbide processed from raw materials obtained in laxge
quantities in Northeast Brasil, the local company plans to produce
initially some 10 metric tons snnaally of hard metal tool bits, Eventu=
ally, it will raise plant capacity to 30 tons a year,

OFFICIAL USE ONLY
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13, Labor == New Wa sements Follow 60 Percent Increase
e

Sio Paulo glass workers reached agresment with their employers
on a new contract providing for a 60 percent wage incresse up to &
maximum monthly increase of 27,300 cruseiros, The one year
agreement also establishes an additional 15 percent increase up to
a monthly maximum of 8, 000 cruseiros at the end of six months.
Sio Paulo airline ground personnel, including administration and
aircraft maintenance workers, received a 60 perceat wage increase
up to & maximum monthly increase of 80, 000 cruseiros.

C mnt: The ags t tioned above follow the trend
toward 60 percent increases evident in the majority of wage agree=
maents in the 580 Paulo ares during the last two months,

For the Minister Consul General:

Richard C. Desmond
Consul

QFFICIAL USE ONLY
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TRgy and financial policy. Stated understandable in circumstances

RMR

Control: 9326
Rec'd: ‘Decembér 18, 1962 ,@

FROM: Rio de Janeiro ~ 12:32 a.m.

WO §

RM/R FILES e e

NO: 1154, December 17, 8 p.m,  (SECTION ONE OF TWO) % A
PRIORITY f——

1. Ambassador, Kubish and Korp met with Celso Furtado
December 15. Meeting arranged by Goulart who, in December 14
talk with Ambassador, indicated wanted Furtado present pre-
liminary descriptiom his economic-financial plan, thus giving
US opportunity make comments at early stage.

T0: Seoretary of State

2. Furtado began by saying Brazil's problems have been due
political crises and absence firm and consistent ecomomic

zeX

that Brazil's image abroad greatly tarmished. He had been
charged by President develop techmical plan for next three
years which would set forth policies and actions for this
interim period, while not yet being long-term plan on which wo!
continuing. Once plebiscite over, Furtado expects establish-
ment permanent presidential cabinet charged with implementation
firm program. However, his job finished when plan drafted and
submitted. Did not know whether would be asked serve in next
cabinet to help implement plan. Said would agree serve only
if plan unequivocally adopted as govermmemt policy. Fu

, believes good possibility Goulart will announce plan prior
to plebiscite and that, OB will-also send to Congress= -
proposals agrarian, tax, banking and administrative. =2 r

(7]

o0

os ZEH
R FLS

3. General objectives of plan are keep annual GNP growth

while bringing average annual cost of living increase

i ~_next three years about 7 percent level achieved nc-nt:?nm
@

25 percent in 1963, 15 percent in 1964 and about 10 parcnno

® This cop
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=2~ 1154, December 17, 8 p.m., from Rio de Janeiro (SECTICN ONE
OF TWO)

in 1965. Aimed roughly at ccmtiruaticn vecent armual ex post
relaticnships gzoss investment as percertage CNP (sald was 18
percent) and relative shares private and public investment
in GNP.

4. Plan calls frr hclding down federal budget cash expenditures
in 1963 to sbout 1,000 billics cruzeircs (as against his
calculaticn potential expenditures about 1,500 billicn cruzeiros).
Includes provisicn 40 percent incresse wages government employees
8-9 morths of year. Covermment weuld adopt formal "plan for
executing budget" under which each Ministry given allocaticrs
within overall expenditure ceiling. This would take into
account estimated increase costs during year, so that upward
adjustments would not be tclerated. CGovernment investment
provided under expemditure ceilirg supposedly adequate preserve
investment at level needed achieve desired GNP growth, Budget
allocaticzs would be made within quarterly fiscal and monetary
budgets designed evern out cash flows during year, thus avoiding
end ¢f year hump.

5. With govermment reverwes at 700 billion cruzeirus, Furtado
estimates cash deficit 300 biliicn cruzeircs, Believes this

&hn be financed by (a) 140 billiem sale treasury bills tied to
import deposits (curzent import depesit "£irat" would be increased
this amount thyough rise exchange rate ard lengthening 150~day
term for cash deposits to cne~year term or treasury bills,) or
alternatively bark of Brazil notes which would be used i€
present legislative request increase ceiling treasury bills

from 130 billionm cruszedros to 400 tilllon cruzeiros not approved
(p) 50 billicu cruzeizos miscellznecus counter-inflaticnary
operaticts (presumably coffee acapimt etc.)(c) 110 billion
cruzeircs lgsvsnce new paper currency. This would keep increase
new momatary Assue, consistent with roughly 25 percent inflaticnm,

assuming
CONFIDENTTIAL
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-3~ 1154, December 17, B p.m., from Rio de Janeiro (SECTION ORE
OF 'TWO)

assuming 7 percent GNP growth rate.

6. Furtado did not eleborate further on monetary and credit
sector, except to say thought would mot be much restrictive
pressure on private benks so that privately financed investment
would continue more or less as before. (Not clear what celling
intended bank of Brazil credit to private seetor).

7. On external side, plan based on principle that Brasil total
external debt, short-and long-term, should not increase. (Here
Furtado made curious reference to belief that IMF would rather
sze growth rate decrease than overall indebtedness increase.

We tried owr best disabuse Rurtado of this. Suggested problem was
ehifcing debt composition into longer-term, which could be
facilitated generous terms used AID loans). Furtado said that
balance of payments problem 1963-1965, after taking into account
"normal private capital flow and project credits at past levels,"
about $1.5 billion, being sum medium and lomg-term debt amortiza-
tion obligations, interest, swaps and commercial arrears.

GORDON

cJ/1
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-2« 1154, December 17, 8 pm (SECTION TWO OF TWO), from Rio

prospective mewbers new cabinet.) We indicated interest in
obtaining details earlist possible.

Comments

10, Furtado mads persuasive presentation amd appeared show
propér concern for early and methodical implementation of
plan, for preservation role private enterprise and need-
restore externsl confidence in Brazil's ability steer itself
in rational manner. Tried give impression all pleces of

plan fitted together and had been thoroughly studied by
entire government including Finance Ministry, Sumoc, et
cetera. Presentation suffered from use general magnitudes
rather than exact figures and in absence complete supporting
data camot judge whether all pieces of plan, in fact, fit
together questions that come to mind include whether (A) keep-
ing budget expenditures to ome trillion cruxeiros realistic
(B) Furtado underestimating level imports nesded to preserve
current growth level and particularly to take full advantage
rapidly changing world technology (C) plan gives sufficlent
weight to better regional distribution GNP increments (D)

plan takes sufficiently into account internal wonetary effects
balance of paymsnts deficit and most likely forms in which
external aid potentially available.

11. We emphasized to Furtado (A) desirability detail om
how plan's objectives would be carried out after 1963

(B) that only very limited amount of external assistance
could take the form simple debt postponement and that plan
should be flexible enough allow various forms of possible
aid (on technical problems and internal mometary effects of
ald operations Furtado indicated COB fully prepared discuss
them in joint technical negotiations), amd (C) importance we
attached preservation normal flow private investment. On
latter point Furtado commented felt profit remittance law
not great bar to capital inflow and had sufficient loopholes
permit investors adjust. One way or another, law would mot
be permitted hinder development Brazilian economy.

_ GORDON
* LRJ3
CONFIDENTIAL
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1.

Coffes exports during the period Decesber 1 through December 16, 1962
were 753,484 bags compared to 837,013 bage exported during December 1-12 a
Year ago.

Total coffes exports during the current coffee marketing year (July 1 -
December 16) were 8,211,536 bags compared to 8,626,7hk bags exported during the
period July 1 - December 12 of the preceeding marketing year. (LThomasson

(UNCLABS IFIED

2, DOMESTIC FOOD BUPPLIES

The controlled maximum selling prices of beans at the wholesale and re-
tail level, in effect since Junuary 1962, were released by Portaria No. 1048
effective December 15, The controls were removed in view of the large crop now
fortbeoming from the November-Jamuary harvest in the southern states.

Rice supplies in Rio continve to be short and erratic with distribution
currently being carried out by the military. The situstion will no doubt con-
tinve until such time as purchase, shipment and other problems comnected with
moving the rice from the surplus producing centers of the Bouth are adequately
resolved.

Meat supplies continue to be threatened by the various actilons concerning
the policy of the Govermment (COPAP) to freese selling prices at the levels
existing on July 1, 1962, Some meat packers in 5io Peulo bave obtsined s court
injunction egainst tbe establisbed prices and several oﬂ(zu' utinu}m apparent -
1y pending or underway. The final outcome is unclear. (LThomasson

(UNCLASSIFIED)

5. WHEAT IMPORTS

Bragil purchased only 10,000 tons of wheat on December 5 under Edital 37~
62, which called for 80,000 tons, Another 70,000 tons of Title I whest was
puschased on December 15 and offers to purcbase h0,000 tons from Argentina are
due December 19. Over 400,000 toms of Title I wheat in to be purchased under
the smendment to the Fourth Agreement. There is also the commitment to Jurchase
& large quantity from Argentina, whose barvest should be well underwey.
LThomasson )

¢ (UNCLASSIFIED)
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k. NEGATIVE or PROFITS B

According to press acoounts, offieial figures released by Finance Minister
mlmmmumtmmmmuwmm-numuwﬂ
to an anticipated $62 million for the entire ysar of 1962, The reports blamed
the decline om the Profits Remittance law. (JErizay/WBlomeyer)

. (UNCLASS IFIED)

S CONGEESS APPROVES IAW AUTHORIZING THE IBSUANCE OF CR§ 5,000 PAPER

According to press, Congress has approved & bill suthorizing the printing
of 5,000 crugeiro notes &s vell as the issuance of coins in walues up to Cr$ 500.
mmm--ﬂoommmnmmn:—dunuummbmu-ww
President Goulart.
(UNOLASSIFIED)

COMMENT: The purpose of the law is, of course, to facilitate financlal
transactions which beye become extremely cumbersome. The largest mote in
circulation today is of 1,000, the value of which, at the present rate of
exchange, is over §l. The ede under whioh the law was put forward
(sdvertising a “strong eruseiro®), long-standing officisl reluctance to
authorize the issuance of Cr§ 5,000 notes, are indicative of the Government®s
umrillingness to acknowledge the continuing drop in value of the cruseiro. Even
the provision in the bill permitting the issuance of new colins at 1/100\-.» of
their present metallic value (e.g. Cr4200 coins will have the seme metallic value
as the Cr§2 coins) contains & gretuitous peregraph stating that this valuation is
only temporary and will be restored to its original metallie relstionship "as
soon as conditions warrant”, (JErisay/WBloweyer)

(OFFICIAL UBE ONLY)

6. BANK REFORM BILL

The press reported that Ney Galvilo, President of the Bank of Bragil, will
submit & substitwte to the Bank Reform B1l1 now pending in Congress. The Ney
galviio version will be cleared by the Finance Minister and reportedly will re-
present the administretion®s views on bank reform.

(mmm:m)

COMMENT As previeusly reported (BER, Esbassy®s A-203, Avgust 17, 1962,
:ms‘-ﬂ'ﬂfm:-fmmm of the 22 items for which the Exscutive re-
quested a delegation of powers cn August 11, 1962, The request essentially
mam-mmumumamuummwwww
thmﬁrtnmnflnnhrdhmttmndﬂﬁsimafthkﬂnflﬂln,
and was rejected by the Congress on the th

bearing an "urgent® 1abel, was already on the agenda of the Chember
mnmnwpmmucmuu the Nogueirs da Game
Minss Gersis) substitute which hes been approved in first resding, To this
substitute, Deniel Parsco (PSD-Rio Grende do Bul) imtroduced seversl

/amendments
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amendments approved by the Special Committee pandling the Bank Reform Bill.
The bill was subject to other new amendments on the floor and was sent back to
the Bpecial Committee, At this point, bank employees staged a strike with the
twofold purpose of (1) paralysing the advancement of the bill, which was con-
sidered dameging to the interests of Bank of Brasil employees, and (2) killing
the Bergio Marinho (PSD-Guanabars) bill which would deprive bank ewployees of
their rights to the 13th month "ponua® on the grounds that they are already re-
ceiving & similar Christmes bonus. The strike ended with a pledge by Fresident
Goulart to withdrew the Paraco substitute from the agenda and to prevent the
approval of Sergio Marinho®s bill. (WBlomeyer)

(OFFICIAL UBE ONLY)

Te Mmlmmemwn_mnx_m

Finance Minister Miguel Calmon has {nstructed the bead of the National
preasury to establish committees to supervise and control the eollection of
Federal taxes in Brasilia and all Btate capitals, Tt sball be incumbent upon
these committees to lay down plans for Joint action with Btates and Mumicipalities
to improve collection methods snd to set up stricter procedurss for tax inspection.
Committee mewbers are to consist of income tax, consumption tax and import duty
{nspectors, in addition to the heads of the income tax, internal revenue and
customs depertments. (JKrizey/WBlomeyer)

Due to the limited production capacity of the C
the Customs Policy Council has suthorized a duty reduction from 20 percent
percent ad valorem for imports of 80,000 me
of less than 1.6 mm in thickness and of 50,
tbe mext year. The suthorization was publis
12, 1962 as Customs Policy Council Besolution No.
reduction importers must present a declaration from
Nacional stating its inability to supply these products.
these tonnages will apply only to lmports made under exchange cover certificates
issued up to November 10, 1963.
(UNCLASSIFIED)

COMMENT: The Companhia Siderurgiea Nacional, st present the only Brasilian
producer of tinplate and thin cold rolled sheets, has &n srmual cspacity of about
sheets and 150,000 metric tons of tinplate.

and bome appliance and
pimilar importa mamuuw-:mmmtuwmumu
S8iderurgics Hacional in 1959-1960. (EEWeaver)
(UNCLASSIFIED)
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9. MINISIER OF MINES BTRESSES IMPORTANCE OF INCEEASTNG IRON ORE EXPORTS

Upon his return to Eresil from an extended tour through Europe, Minister of
Mines and Energy Elieser Batista da Silva told the press that the agreements
developed during bhis tour abroad elevate Brasil to the position of an irom ore
exporter nation in the world merket. He added that iron ore is becoming a substi-
tute for coffee as an export item.

(UNCLASS IFIED)

COMMENT: BSr. Batista was understandably proud of his scoomplishments &8 &n
iron ore salesman, but it will be & long time before ore displaces coffes as Brazil's
major export item. Nevertbeless, it is significent that open official recognition
1is being sccorded the repidly growing importance of iron ore &8 & means of acquiring
foreign exchange. Also encouraging is the acknowledgement that Bragil needs to
sssure itself of & part of the world market for this commodity before it is too
late. (ALRsnsome)

(OFFICIAL USE ONLY)

10, BRAZIL EEEXS MEARS OF HAVING MORE GOLD

A decres recently signed by the President and the Council of isters
oreated & six-man commission to study and recommend (within 30 days) vays and means
of immediately increasing the official acquisition of gold. Also to be studied are
methods to increase production of the metal in Bresil in the shortest possible time.
The Commission is composed of repr tives of the Ministry of Finance, the Federal
Service for Prevention and Repression of Infractions against the Hational s
the Bank of Brasil, BUMOC, and the Ministries of Mines and Energy and Asronautics.

(URCLABS IFIED)

c + Although this sction did not evoke much publisity or publie interest,
it is no! hy because it is indicative of Bragil's desperate need for foreign
exchange: Just how the desired results are to be accomplished remains to be seen.
The only present major sources of gold ave the Morro Velho lode mine and the
numercus ssell placer operators scattered throughout the country. Output from the
Morro Velho bas continued more or less unchanged over the years, and its total out-
put is already being purchased by the government, Much of the placer gold is Ta-
ported to be sold clandestinely. (ALBansome )

(OFFICIAL USE ONLY)

11. CHDMESE COMMUNISTS REPORTEDLY FLAN EXHTBIT IN RIO
mmmmnmmww-umuwnmmmotwmm

in Rio de Juneiro that tbe Chinese Communist trade sion sent. l.up-un has

lmglch-d the Museum with a view towards bolding n-:"lrt nﬁ- mﬂrm exhibit

/in the




X

Rio de Juneirc

in the unfinished 6,500-square-meter Museus building during July-August 1963,

The Chinese are reported to bave offered to complete the exterior of the building,

at an estimated cost of $30,000, in return for rental-free exhibition rights.

The Museum added that the Chinese said that they would send in “exhibition

personne]™ and begin their preparations in March or early April of mext year.
(OPFICIAL UBE ONLY)

g%: There bhed been rumors that the Chinese Mission (see EER, Esbassy®s
A-658, r 5, 1962) was negotiating for an exhibition site in glo Psulo. A
Museum director mudthimrlnnhmntnwtommhuuorﬂu
Museum tuilding but that there were lmml-m-mumuh-mh-
\ identified) "left". (AArenales)
(OFFICIAL UBE ONLY)

For the Ambassador

Rkt E,

Robert Eskens
Counselor for Economic Affairs
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Meneghetti's Cabinet ,
Peace Corps Volunteers Withdrawn
Brief State Civil Servents Strike Terminates
Governor Brizola's Activities

Military Developments
Economic Notes

1, Mepeghebtills Cabiget

After considerable backing amd filling an! many logrolling
gessions bestween partles forming the ADF coalition, Governor-
elect Tldo Meneghetti finally announced his State Cabinet on
December 15, as follows: .

Secretary of Interlor and Justicg: Deputy Coelho de Souza(PL)
Secretary of Public Securitys Otavio Cardoso (PL)
Secretary of Treasurys Emilio C, Kaminski (PRF)

8ecretary of idministration: 4ntonlo Fires (FRP)

Secretary of Public Health; Hello Helbart dos Santos (PSD)
Secretary of Teonomy: Deputy Daniel Faraco (PSD)

Secretary of iirinultures Adolfo Antonio Fetter (F3D)
Secretary of Education: Prof, Zilah Tetta

Secretary of labor: Arnaldo da Costa Prieto (PDC)
Secretary of Public Works: Jgao Magalhass Filho (UDW)
Chief of Civil Heusehold: Plinio Cabral

Deputy Chief of Civil Household: José Garrastazu

Private Secretary: Carlos R, dos Santos

(Chief of Military Fousehold: Tolonel Orlando Pacheco

OFFICIAL USE ONLY
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Deputy Chief of Military Eousehgld: Major Mabuco Rodrigues Martins
State Attumgfﬂomrsl: Dr., José Barros de Vasconcelos

Commander of Brigada Militar; Colofiel Otdvio Frota

Chief of Staff-Brigada Militar: Colonel Baul de Oliveira

The Consulate has been told by informed sources that this selection
is considered to be most fortunate as the Meneghettl forces have carried
out their declared intention of putting together an administration made
up of talented ani forward locking men, Three other corments heard in
praising the selection are that not one 3tate arty director was named,
that they are all qualified techniclans, and ‘that really for the first
time people from the interlor of the State have been plcked for a State
Cabinet, Among the outstanding choices are, of course. Deputy NDaniel
Faraco, -banker Builio Kaginski, and agronomist Adolfo Petter, Public
relations specialist, Flinio Cabral, should have the know-how to keep
014 Meneghetti from I'a.umg into puﬁlﬂ.city traps,

"2+ Bgage Corps Yolunteers ithirawp

Early last wegek the six Feace Corps volunteers atutiﬁgain RGS

were brought to Fortoe Alegre bag and baggage, by their spgnyoring
organization A3CiR (issociagio Sulima de Crédito e Assisténdda Rural)
and on Thursdagcthey departel in their own vehigles for Rios) ASCAR's
parent group ABCAR (Assoclagio Erasileira de Crédito e Assigtencia Aural).
had received a request-from State Agricultural Secretary Jodo-Caruso for
their withdrawal on a technlcalit{, stating that the Government of RGS
had not been consulted prior to their assigmment here, This move was
obviously taken at the insistence of Governor Brizola who for some time
has been attacking the presence of the Fesce Corps in Brezil as a para-
military organization tent on subverting the internal orfer of the countiy.
lo press coverage attended their withirawal apA the firet public
disclosure of the volunteers' departure came during Brizola's weekly
Friday night broadesst whan he snnounced their withdrawal at request,
. %aking some 10 minutes of the 2 1/2 hour monologue to say that these
"FBI trained"youths were training as intellipence speclalists for the
United States Governmznt and thet they woul become completely knowledgeable '
on all aspects of the area in which they operate, He said in effect that
they wera not really technicians since they were not graduvated in any
technical field eni their activities could only be suspect particularly
since they traveled with "these trunks, the contents of which no ongé ever
sees", Brizola reitersted that he was to make a representation to the
Brazilian Security Council on the Peace Corps in the near future, The
Consulats believes that Governor Meneghettl will be receptive to the
return of the Peace Corps to RGS if ant when approached after his
inauguration as Governor, ;

3 - 3 £) t e '

The strike of buresucrats which wis, incidentally, 1llegal
terminated after 4B hours last week, The fact that Meneghettl accepted

QFFICIAL USE ONLY:
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manufacturers and importers credit in excess of their minimum
requirements. Local industrialists continued to strain their
oredit in an effort to purchase as much raw material as possible
pefore the new minimum wages force prices upward even further.
As a result, short and medium term loans now often bear an
interest rate of 4 to 4.2 percent monthly. Businessmen who
earlier in the quarter had expressed doubts as to their abllity
to pay the compulsory Christmas bonus without dangerously
stretohing their line of credit now received assistance from
the Bank of Brazil., Manufacturers who ordinarily transact
business with the Bank were financed payment of the bonus in
two equal parts. It was noted in most quarters that the Bank
pald out freshly printed paper money of relatively low denomina-
tion. (500 or 200 eruzeiro notes). A large number of small

or medium sized industries in the industrial cities of Santo
André and S&o Caetano do Sul and in the interior of the State
were reported not to have received Bank of Brazil finaneing, and
some of these companies are said to have paid the bonus to thelr
:mplmu in IOU's and promissory notes redeemable in thirty
aye.

Demand for commercial paper of finance companies -- already
quite active in the past two years »- developed substantially in
anticipation of tax legislation to be enforced next year on such
transactions. Interest in local corporation stock, which had
increased during the third quarter after a two yéar slump, now
quiokened and brisk trading ensured, especially in November and
December, while daily averages inched upward. Tax inoreases,
approved by Congress on November 28, were generally deplored by
the Sao Paulo business community which argued that private
initiative will suffer a setback from the clamp down next year
on bearer share profits §withholding tax to go from 28 percent
to 45 percent of profits), the tax on commercial paper discounts
(15 percent withholding tax), and increases in the consumption
tax.

A Sdo Paulo investment project which received some publicity
during the quarter is Erazilian Alliance for Progress, a program
of Governor-elect Adhemar de BARROS under which Sao Paulo capital
equipment, funds, and oredit would be channelled to underdeveloped
Northeast Brazil to expand its incipient industry and improve
social conditions. A bank or fund, o Paulista de Investi-
mentos (S8c Paulo Investment Bank) nou%ﬁ be guml Wwith a capital
subscribed equally by the Sdo Paulo State Treasury, the business
community, and private investors. Some local businessmen are
now interested in investing capital and equipment in Northeast
Brazil, and have already formed a corporation, NORCASA Nordeste

Col a0 e Alimenta I (see airgram A-136 of November 9],
?ﬂgu a aeIepHon of %g prominent businessmen recently travelled
to Recife, State of Pernambuco, at the invitation of the Super-
intendency for the Development of the Northeast (SUDENE) to

study investment and financing opportunities.
The bill covering the 1963 budget of the State of Sdo Paulo

UNCLASSIFTED
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(see item 1, airgram A-93 of October 5) wae approved by the
State Legislature in November. Revenue is placed at 275 billion
cms-irol, while expenditures are forecast at 281 billion
eruzeiros.

llgatﬂcitlu == The Jurumirim hydroelectric project on the
Paranapanema River, construstion of which was commenced in 1956,
the Graminha dam on the Pardo River, commenced in 1958, and a
sizable power transmission sub-station at Botucatu were all
%mug!u‘ted by the Governor of Sio Paulo during the month of
ecember.

The Jurumirim project has generating capacity of 100,000
kilowatts. Eleotrioity from Jurumirim will reach the city of
Sao Paulo via a transmission line to Botucatu, where a new -
sub-station links the power distribution systems of the State's
major public and private electricity companies. The Graminha
dam will stabllize the volume of flow inthe Pardo River so that
the generating capacity at two downstream hydroelectric dams
(Armando de Salles Oliviera and Euclides da Cunha) can be in-
ereased by some 63,000 kilowatts. The additional. generators
are reportedly now being installed, as 1s also the case with some
generators at Graminha itself, where the generating capacity will
be 70,000 kilowatts. Thus the total new generating capaclty
resulting from the projects which were inaugurated will, when
fully installed and operating, total some 233,000 kilowatts.

Although an increment of some 230,000 kilowatts of generating
capaclity might resolve the electricity problems of some Brazil-
ian states, additional capaclty of this order is modest in com-
parison with S8ao Paulo's growing requirements, and the city of

Sso Paulo and adjacent industrial arsas face the threat of an
electricity shortage in 1963. Moderate rationing may be initlated
early in 1963, The extent to which an electricity crisia may
develop or be avolded depends upon how much further delay there
may be in completing the giant Furnmas hydroelectric project on

the Rio Grande in the State of Minas Gerals, as well as when new
power transmission lines are completed to l1link Furnas with the
distribution system of Sao Paulo %E . Furnas, a Joint project
of the Federal Govermmen es of Sao Paulo and Minas
Gerals, plus some other shareholders, will have a capacity of
1,200,000 kilowatts when completed. One of its directors recently
announced that the tests of the first generator unit should be
completed in June of 1963.

%lﬁuruum == 880 Paulo's State-owned rallroads continued
during 8 quarter to expand the routes over which truck trains
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are operated, and by early in 1963 it will be possible to ship

a loaded truck by train from the city of S#o Paulo to most areas
of the State, as well as into the neighboring States of P

and Mato Orosso. Truck train service, which was first started on
an experimental basis by the Paulista railroad on August 1, has
proven far more popular among truck operators than rallroad
directors believed possible, and there is now some hope that
added revenue from truck trains may make a significant contribu~-
tion to reduction of the deficits of the State railroads.

The Federation of Industries of the State of Sdo Paulo was
active during the quarter in connection with transportation
problems and their solution. It appointed a speclal committee
to study the chronic port congestion at Santos, and sponsored
a "Railroad Week" to publicize and support a bill before the
State Legislature which would unify the various State-owned

1roads into a single public corporation, F vias Paulistas
= FEP. . The port committee blamed the iﬁorﬂ Government
abor unions for much of the difficulty at Santos and pro-
posed various measures to alleviate the congestion, while the
speakers sponsored by the Federation during "Railroad Week"
were unanimous in their praise of the FEPASA bill.

[+] ieations -- The severe shortage of telephones in the
eity o; %u Taulo - approximately 400,000 business firms or
individuals are sald to be seeking telephones - caused a consider-
able amount of comment and some controversy in the City Counecil,
but the Mayor of S&o Paulo acknowledged that no significant
progress had been made toward solving the problem, Both the
Mayor and the Councll consider that federal intervention of the
[¢] a Telefonicd Brasileira, a component of the Canadian-
owm TOUD, s retarding progress, A delegation of
Council members is planning to go to Brasilia to urge President
Goulart to end the intervention and to abandon the idea of
n;t:.g%ll}.zing the telephone company (Congen A-186 of December
21, 2).

FOREIGN TRADE AND EXCHANGE

Early in October an instruction from Fiscallza a0 Bancaria -
FIBAN of the Bank of Brazil suspended temporarily %ﬁfuc.
of profits abroad in accordance with federal law 4131. 8Since

then, no royalty payments, or payments for technical assistance
have been remitted abroad.

The S&oc Paulo free market rate of exchange fluctuated widely
during the quarter. The rate which had stood at 650 oruzeiros
per dollar at the beginning of October weakened to an all time
low of 820 in the first days of December before recuperating to
about 780 éruzeiros per dollar toward the end of the quarter.

UNCLASS IF TED
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Unfounded rumors that the financial rate of exchange would be
lowered early in December from 460-4T5 (buying and selling)
cruzelros per dollar to 520-545 cruzeiros encouraged some .
speoulative transactions, which, however, were of relatively
short duration.

Boncooy operations were still being reported in Sdo Paulo,
but the premium which a few months ago was as high as 70
eruzeiros per dollar had dropped to an average of 20-25 cru-

zeiros, Despite increased exports of coffee in Octoher and

November, there were no reports of cambio port ,utlv_ity.
Coffee exports from Sio Paulo, which had remained at low

levels during the third quarter, picked up substantlally in

October when . .T09,000 132-pound bags were shipped out, and
in November, when exports totalled . 806,000bags.

Abnormally rainy weather for this time of the year was
responsible for periods of congestion of the port of Santos,
which resulted in costly delays in movement of goods.

Two Canadian trade missions, representing Canada's electron-
iec and chemical industries, visited S&o Paulo in October and
November. This reflects increased Canadian interest in open
markets in Brazil, probably to fill the lacuna which will develop
if Canadian exports to Great Britain should decrease substan-
tially after the latter country's entry into the European
Common Market.

The Polish Trade Minister and a Communist Chinese trade
mission visited S&c Paulo in December. The Chinese appeared
eager to buy substantial quantities of Brazilian cotton.

The Prench Sud Aviation, makers of the Caravelle Jets, sold
four such aireralt to the large domestic airline Viagdo Aére
880 Paulo - VASP, which took out an option for an i!ﬁ%!‘o’ii!

WO velles. VASP also purchased 10 used British Viscount
turboprop aircraft Trom Pritish European Alrways BEA.

Boneco operations result from the scarclty of exchange for
1mcI'3'.I transactions (restricted in principle to a daily
trading of 30 percent of the amount of exchange scld by private
banks for importations or passed on to the Bank of Brazil (on
the previous day). Thus, parties desirous of obtalning, with-
out delay, exchange at the financial rate pay a premium "under
the counter" to ensure that they will recelve preferential
treatment.

Cambio Eﬂgxfmu a transaction whereby coffee exporters

exchange on free market to make up the small difference
between the authorized minimum export prices and the buyer's
quotations.
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Most wage agreements in the Sio Paulo area expired during
the reporting periocd, and with the cost of living shooting
up unabated, in many cases negotiations were lengthy and acrid.
Although more strikes occurred than inthe corresponding period
of 1961, most were of short duration and there was relatively
very little violence. Ogoupational categories which went out
on strike included the Sac Paulo City shoe workers, Sao Paulo
City metalworkers, printing trades workers, sugar refinery
workers, bus drivers in interior cities, meat packing workers
and Santos coffee grinders.

The majority of theagreements negotiated in the months
October-December provided for wage increases of 60 percent.
However, the most significant difference between the new agree-
ments and the previous ones was the provision, found in about
half the agreements concluded during the reporting period, for
a specified additional wage inorease at the end of six months.
This precedent was first set by the metalworkers in Sao Paulo
eity (the largest ocoupational category) who obtained a provision
for such an additional increase following a two day strike.

Other occupational categories soon followed suit. Some weeks
later, the Regional Labor Tribunal for the first time handed

down a decision in a wage dispute calling for a similar additional
increase at the end of 8ix months. The innovation thus acquired
legal status.

Workers to receive an additional wage increase after six
months included the following categories: Sao Paulo city metal-
workers, textile workers, meat packing workers, coffee grinders,
glass workers, plastic workers, 880 Paulo City commercial workers,
and Cubatdo petrochemical workers.

The rate of these additional increases varied from 10 to
20 percent. In the speclal case of the Cubatao petrochemical
workers, the rate of additional increase after six months is to
be determined by averaging three cost-of-living indices. Some
observers believe that the additional increase represents an
important step in the direction of the "saldrio movel," meaning
frequent automatic wage increases geared to the rise in the
cost of living.

AGRICULTURE

Supplies of basic food staples continued deficlent in S&o
Paulo throughout the quarter, with rice, beans, and occasionally
meat, sugar and milk, obtainable mainly on the black market.

The local agenoy of the Federal Price Control Commission was
oconsidered largely responsible for these shortages because of an
unrealistic prine-utti;g Touoy (some prices have not been
altered since January 1962).
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It was announced that the States of Mato Grosso and Goids
will benefit to the value of 7 billion ecruzeiros from a federal
agrioultural expansion program aimed at developing production
of cereals. Small farmers in Goifs will thus receive loans
totalling 4 billion cruzelros to increase crop production.
Accent 1s laid on rice production which, in 1963, 1s expected
to yield 20 million 132-pound bags. With local consumption
estimated at 10 million bags, the excess will be exported to
the important consumer centers of Sao Paulo, Rio de Janelro,
Belo Horizonte, and Recife. Rice and wheat production will also
be increased in Mato Grosso where federal loans will be approxi-
mately 3 billion oruzeliros.

For the Minister Consul General:
¥) ‘
froc/ f ;DMW
Ric C. Desmond
Consul

Enclosure: W

Economic Indicators
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and additional quantities of petroleum are imported to make
up the difference between local output and consumption re-
quirements. According to tha distributors, the following
factors were largely responsible for the recent supply
shortages of petroleum products:

1) repeated production stoppages at the Cubatdo
and Capuava refinerles;

2) 4inadequacy of the Santos & Jundial pipeline,
through which flows a large proportion of the
erude consumed in the S3oc Paulo area, and which

broke down several times this year, requiring
extensive repair;

3) 1low reserves at refineries which are quickly
depleted when demand for petroleum products
increases suddenly;

}) avoidable delays in importing sufficient quanti-
ties of petroleum and petroleum derivatives to .
supplement local production. (End UNCLASSIFIED)

(Begin OFFICIAL USE ONHLY)

Comment: Some local observers now believe that FETRO-
BRAS wants to control the distribution of petroleum products
throughout Brazil. As a means toward that end, and in order
to explain recurrent shortages of high octane gasoline in
Sgo Paulo, PETROERAS' President, Mr. Francisco MANGABEIRA,
hae accused petroleum distributors of laxity and inefficlency.
The fact that the larger distributors are foreign-owned makes
them perfect targets for Mr. Mangabeira's nationalistic
attacks. There can be little doubt, however, that the dis-
tributors can hardly be held responsible for the supply
pmb%;:;)whiuh have developed in recent months. (End OFFICIAL
USE

(Begin UNCLASSIFIED)

Tt should be noted that distributors import only lubri-
cants and aviation fuel, while FETROBRAS controls production
and importation of gasoline, kerosens, diesel oil, fuel oil,
asphalt, solvents, and liquified petroleum gas.

2, Labor -- Plastic Industry Workers Receive 60 Percent Wage
Teass.

Workers in the plastic industry on December 17 reached
agreement with employers providing for a 60% increase over-

OFFICIAL USE ONLY
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*galaries in effect in January 1962 up to a maximum monthly

inerease of 25,000 cruzeiros. The agreement also specifies
an additional 15 percent increase at the end of six months.

. gm_: This agreement follows the pattern established
in most recent wage negotlations in this area.

On December 15, 1962, the Jurumirim hydroelectric dam
on the Paranapanema River (Congen despatch 300 of June 12)
was officlally inaugurated by the Governor of the State of
880 Paulo. The plant has two generators, each with a capaclty
of 50,000 kilowatts. Most of the electrioity produced at
Jubumirim will be consumed in the oity of Sio Paulo and
adjacent towns, being transmitted via a new power transmission
1ine some 160 miles in length, after which distance 1t 1inks
with the S&o Paulo Light system.

The new line from Jurumirim passes through an electric
transmission substation near Botucatu, which was also 1lnaugur-
ated on December 15.

Comment: The Botucatu substation is described as the
"electrical heart” of the State of Sao Paulo as it links the
several public and private power transmission systems of
Paulo Light, Co a Paulista de Forga e Iuz (Aperican
ore ower), Usinas cas_de ema, and
[+ a Hidroe ca do Hio ) atter two companles
are niy by e o 5 Paulo). Eventually a
transmission line to be constructed from the Urub
projects on the Parand River will carry electricity from that
source to the Botucatu substation.

4, Communications -- Sio Paulo Teleprinter Service to o

The Sdo Paulo teleprinter service will expand its activi-
ties in January 1963 when it will link the cities of 3io
Paulo and Brasilia, according to an announcement made by the
Governor of the State of Sao Paulo. Capacity of the new
communication service will be 1,000 eircults.

Comment: The Sio Paulo teleprinter service was installed
early gn 1962 (see item 183 of January 12, 1962) to 1link, by
means of micro.waves the cities of Sao Paulo and Rio de
Janeiro. Transmissions are also effeoted to cities of the
State of 8Sio Paulo by using telephone lines of the Companhia

Telefonica Brasileira.

For the Minister Con General:

‘W[J MMZ/

Richard C. Desmond
p_nmm USE ONLY Consul
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President Goulart Visits Forto Alegre
ADP's Troubles Contimue

Flebiscite
Pay Raises for RGS Government Workers

- Bombing Incident

Governor Brizola's Activities
Political Notes
_Economic Notes

lwumnmimm

In & trief but btusy T=-hour visit to Porto Alegre last
gaturday, President Goulart, radiating confidence and goodwill,
addressed a cgnvention of Rﬁs municipal officials; inaugurated .
the new TV-Gaucha station here, and conferred privately with
Governor-elect Veneghetti. .
Goulart wes met at Salgad Filho Airport by an

enthusiastic crowd chanting upiot in support of his lebiscite
views, ard by Governor Brizola, who left the P;esidant'l side
i Amng the conference uitl’x Meneghetti., Porto Alegre's
Mayor Loureiro da gilva also greeted Goulart with thanks for

2:‘1: Fedorel Goverrment cooperation and a pledge of his support
the plebiscite, .

At the municipal officials' convention and the IV
inauguration Goulart:

e uiolatn/mas 1/2/63 |

e = : ”Bﬂﬁ%ﬁ“
e |
__DMolain




{-w g
1. Promised to reduce inflation with s "three-year plan® which will
“=% nat pequire Voutside aid" and which will not slow Brazil's rate
of development; e T W

2. Urged all eligible to vote in the plebiscite;

3, Referred to the purchase from Poland of a 200,000 kdlowatt
thermoelectiic power plant for R4S, defended commerde with the
entire World",and moted that Bragilian trade with the USSR had
1nc::nnd from U.8.§$20 million to U.5.4$100 million during the
pest yeary ‘ Yoo i .

Promised the municipal officials that a threatened slash in the
e%:iu' :;-rl of Federal income tax receipts would mot take
place; &

Wi

.5, Made an appeal for non-partisan cooperation from the municipa
officlals. v

The Goulart-Meneghetti conference was, on the surface, a love feast.
After the meeting Meneghetti expressed his complste satisfaction with
their talk and said they had agreed that he would forward his plans
requiring federal aid to Bras{lia, Goulart, in tyrn, pleiged his full
cooperation with the Meneghettl administration. Egig, waxing
almost lyrical, described a picture of Goulart, Brizola and lleneghetti
as the " hnia pelo Rio Grande" and wrote t t Meneghetti was impressed
by Coulart's fgood will", The mi_r%g de X , in an interesting
interpretation, praised Meneghettl for rising above partisan politics
where the welfare of the State is concerned.

s+ Goulart's expressions of good will and campaign-like promises
created & generally good impression here where, for the time being, his
words may be taken as deeds, In his dealings with Meneghettl he is caught
in a cleft stick since, however reluctant he may be to aid Meneghetti's
gdninistration, he cannot turn his back on his own State, It 1is possible
that Meneghetti's support for presidentialism (see Plebiscite, bélow),
which has angered some of his supporters, was in the nature o!’ a quid pro
guo for Goulart federal aid, In the meantime, rumors and unconfirmed
reports persist that Goulart and Brizola plan federal intervention in RGS
to prevent the new state administration from taking office, Unlikely as
this now appears, it would be possible to manufacture a justification for
intervention by }onenting strikes and disturbances between now and the
end of the month, )

2, ADP's Troubles Contipue ;

last week the PTB announced 1t would not support the FL's bill to
1limit the Governor's powers (see Weskly Summary Mo s A=30), Semators
Mem de 54 and Daniel Krieger at ted to mediate the difficultiés batueen
Mepeghetti and the PL, and other e nts of the ADP (PSD, FDC and -
TUDN) announced their $u1 support of Meneghetti and his cabinet cholces.

.
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TRAD|TIONAL PRESIDENTIAL NEW YEAR'S EVE SPEECH, DELIVERED
IN MONOTONE BY GOULART OVER NAT|ON-WIDE RADIO-TV HOOKUP,
IMPRESSED AS DESIGNEDLY DULL AND UNALARMING, SO VAGUE,
MODERATE, AND INOFFENSIVE WAS CONTENT,

MAIN BURDEN WAS RELATIVELY UNSPECIFIC EXPOSITION 1963 PLANS

FOR ECONOM|C DEVELOPMENT, SAYING BRAZIL NO LONGER UNDERDEVELOPED
COUNTRY BUT ONE IN "PRE-DEVELOPMENT" STAGE, GOULART PROMISED
"FUNDAMENTAL CIMCERN OF GOB" WOULD BE CONTAINMENT OF INFLATION,
GOVERNMENT, BUSINESS, LABOR BLAMED FOR 'CAUSING CURRENT
"INFLATIONARY PROCESS". "PARTICIPATION PRIVATE INTIATIVE"

IN ECONOMY WOULD BE PRESERVED, GOULART SAID, AND FOREIGN
INVESTMENT -WHICH CAME WITH "SINCERE AIM PARTICIPATING OUR
EFFORTS TOWARD DEVELOPMENT" WOULD BE WELCOME,

RE FOREIGN POLICY GOULART USED FAMILIAR "INDEPENDENGE". AND
SELF -DETERMINATION SLOGANS BUT BALANCED THIS WITH PROFES

OF LOYALTY TO "COMMITMENTS WE HAVE FREELY ASSUMED", g
i
©
W

ALLIANCE FOR PROGRESS, US, WESTERN DEMOCRACIES AND co'ﬂndﬂ"l'sn
WERE NOT MENTIONED,

coT /21
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BIWEEKLY ECONOMIC REVIEW (Period December 15 - 28, 1962)
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Meat Situation.

Outline Of Furtado Three-Year Development Plan Revealed.
Administretive Reform Planned By The Government.
Working-Group To Btudy Banking Reform.

BUMOC - Director Resigns.

Pr!.u;l of Basic Pharmaceutical Products To Be Fixed, Others
Freed.

Brazil Buffers Two More Aircraft Disasters.

Two Small Domestic Airlines Merge.

Meritime Strike "Sputters On".

Brazil Esteblishes COLESTE, Coordinating Group For Trede With
The Bloc.

Soviet Trade Mission Arrives To Negotiate New Trade Agreement.
prazil And Nationalist China Sign Trade Agreement.

L

FORM

403 D3-323
ECON:BAGoldstein:lsc




ATRGRAN Page 6
W A-T55

Rio de Janeiro
COMMENT: The recovered altimeter revealed an erroneous setting of
approximately 200 feet too high which could bave indicated to the pilot that

bis plape wes higher than it sotually vas. (SGAnderson)
(OFFIOIAL USE ONLY)

10. TWO DOMESTIC MERGE °

gadis B. A., Transportes Afrecs, and Balvador Transportes Afrecs, B. A.,
recently merged and now are offering DC-J services to 54 eities extending from
PBrto Alegre in the Bouth to Fortaleza in the North. Both of these companies
are subsidized by the Government as many of their lines are included in the
"r§de de integreglio macional® - "national eirline network”. (UNCLASS IFIED )

COMMENT: Thus, two more small domestia opersators join forces to streame
line operations and reduce costs. (BGAnderson)

(UNCLABSIFIED)
11, MARITIME STRIXE "SPUTTRES ON"

On December 21 four naticmal unions of &) BShips Officers, b) Ships
Engineers, c) Carpenters, ) Btorercom Handlers commenced a strike for higher
weges. A national investigatory commission bad been authoriged on Beptember 21
tomuﬁmwwﬂmmcmmntofmmm'hﬂnltmt
tug boat employees on the lines between Rioc and Niterol are now being paid higher
selaries than cowperable officers on national and international lines, The
comnission was not named until October 11 and & report bas been promised for
Jenuary 11, 90 dsys from the date the commission was named. The commission is
headed by President Goulart®s Labor Adviser, Gilberto Crockatt de s,

The leader of the strike is Berapifio Nascimento, the President of the
National Union of Shipe Officers, an anti-Comsunist and long & thorn in the
pide of the C iste, The uni of Engineers and Carpentera are also led by
non-Communists, although the Storeroom Hapdlers are in the bands of the
Comsunists.

As of December 28 the C st-led National Confederation of Woerkers in
Merdtime, River and Air Transport and the National Federations of Stevedores
and Longshoremen have condemned the etrike ms interferring with the nation's
well-being. The strike was quickly dsclared "illegal" and may be "petering
out™, although reports regarding its effectiveness are contradictory.

(OFFICIAL USE ONLY)

COMMENT: The strike presented the government with & fine opportunity
to appear to get tough with labor amd its exsggerated vage demands -- as long
demanded by some snti-Communist newspapers -- and to do so against & set of
non-Jommunist leaders. Nevertheless, the govermment has not yet taken any
drastic steps against the strike leaders, beyond declaring the strike illegal.

[Scme wage
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Rio de Juneiro

negotiations with bloc trade agencies bad been found to be cusbersome and gensrelly
unsatisfactory.

Although the "expanded markets" argument evoked considerable press comment
on the undesirability, in gemeral, of bilateral trade, the dissdvantages of trading
in ins tible currencies, and the slready sizeable "srogen” balances existing
in Bragil®s favor in its trede with the bloc, COLESTE now provides the mechanism
for the expansion of such trade. (BAGoldstein)

(OFFICIAL USE ONLY)

13. nmmmmmmm&ummm

A dslegation from the Soviet Poreign Trade Ministry arrived in Brazil on
pecember 28 to negotiate & long term bilateral trade and payments Agreement.
Headed by Bergei Mirtumov, the delegation includes Victor Ivenov, Yuri Ivanov,
Poris Carpov, Viadimir Cutusov and Vladimir Gratchev.

Until the new agreement becomes effective, trade between the two countries
will contimue to be regulated by the provisions of & 1959 agreement, or
due to expire December 31, and now extended until the conclusion of the new agree-
ment (see Embdes 377 of November 6, 1961 and Ewbdes 34 of May 23, 1962;.
(BAGoldstein) (UNCLASS IFIED

14, BEAZIL AND NATIONALIST CHTNA BIGN TRADE AGREEMENT

A one year trade agreement between Brazil and the Republic of China was
signed on December 28 by Prime Minister Hermes Lima and Chinese Ambassador
mi-Teun Ii. The treaty provides for the facilitation of trade between the two
countries, payments in UB dollars or any other freely convertible currency which
the parties may agree to mocept, certificates of origin and quality, and the
grenting to products of each country, destined to the other, of treatment no less
favorable than that granted to similar products originating in or destined to any
other country, in regard to exchange rete, export and import licensing and other
measures pertaining to foreign exchange, with certain exceptions enmmerated in
the agreement.

Baying that the agreement "opens & mew field for Bino-Brazilian economic
i

cooperation®, ted that although trade between the two countries

is st present modest, be 1s hopeful that commercial interchange "yill gradually

grow in volume to the benefit of our respective free economies”. (BAGoldstein)
{muum}

sy

Robert
Counselor for Economic Affairs

DISTRIBUTION: FOL, ECON, USIB, UBAID, Agric, lavar, Legal, Army, Mavy, Air At.;
JEEW Army, Adr Bection, Havi; Congens Hong-Kong, Becife, 8o Psulo; Consulates
| Srexil; Embassies Asumsion, Brasilis, Buenos Alres, 1 Paz, Lims, Montevideo
papama, Quito, Santisgo, Moscow; Commander-in-Chief, Caribbean Comsand, Quarry
OFFICIAL USE ONLY Hedghts (h)
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Cultivation of bananas is a principal economic activity in
much of the littoral. Some paved highways now under construction,
plus the Petrobrds facilities for receiving shipments of petroleum,
under construction at Sao Sebastido, are the major projects out-
side of Santos and Cubatdo which portend greater prosperity for
the littoral.

S3o Paulo's coastal region may have been more prosperous
in the eighteenth and nineteenth centurlies than in the present
century, during which its economy has been largely stagnant.
A recent magazine article about the region said that some
abandoned ruins of once-elegant plantation residences attest
to former prosperity. Sugar cane was the principal crop on
the plantations, and some coffee was grown. The slave trade
was an additional and important source of income. Toward the
end of the last century, the littoral for various reasons,
including the abolition of slavery, went into an economle
decline from which it has never recovered.

In his instructions to various State agencles for a quick
survey of the littoral, Governor Carvalho Pinto requested,
inter alla:

(1) an opinion on the feasibility of making medligal care
avallable via launchea to residents of isolated coastal villages
and settlements on offshore islands

(2) suggestions on how to make agricultural extension
service.more dynamic, introduce the cultivation of tea, and
improve the banana culture

(3) suggestions on how farmers could be aided in their

complicated and confusing disputes over land titles
(4) an opinion on the advisibility of creating a special

development fund for the valley of the Ribeira River, a stream
in the southern part of the littoral where the coastal plain
broadens to around 75 kilometers in width

an opinion on whether the State Government should finance
the construction of some resort hotels, in order to attract more
tourlsts to the littoral's beaches

information on the prospects for starting a rural
electrification program

For the Minister Consul General

Pokard, C Bromnd—

Richard C. Desmond
Consul
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FROM: R10 DE JANEIRO
70: Secretary of State
NO: 1266, JANUARY 4

PRIORITY
ATTN ASSISTANT SECRETARY MARTIN

FOLLOWING 1S TRANSLATED TEXT ( UNNECESSARY WORDS OM|TTED) GOULART
STATEMENT HANDED N Y TIMES DE ONIS JANUARY THREE AND FRONT PAGED
0 GLOBC SAME DATE:

WEGIN TEXT | FULLY HELIEVE IN SUCCESS OF POLICY OF PROGRESSIVE \
CONTAINMENT OF INFLATION THAT BRAZIL IS GOING TO PUT INTO EFFEcT(\\
WITHNE-ESTABL | SHMENT OF PRESIDENTIAL SYSTEM OF MINISTER CELSO
FURTADO AND WITH COOPERATION OF OTHER MINISTERS AND ECONOMIC . N
SPECIALISTS OF QOVERNMENT, WE COMPLETED PREFARATION OF aov:nwzwg
THREE_YEAR PLAN WHIGH WILL BE APPROVED AND PUT INTO EFFECT
BY CABINET AFTER JANUARY 6, §
" N

IT IS AN OVERALL PLAN FOR HALANCED DEVELOPMENT OF HRAZI

BURDEN OF INFLATION AND MAINTENACE OF INCREASE IN GROSS .N-l:ﬂGNAL
-

ECONOMY PRINCIPAL OHJECTIVES OF WHICH ARE PROGRESS1VE CTION 0{\
PRODUCT OF ABOUT SEVEN PER CENT, ™ “

w

NEED FOR A PLAN HAS BEEN URGED FOR A LONG TIME BY unn‘u.nu PUHLI(EN

OPINION AND 1S ALSO IN LINE WITH DECISION TAKEN BY AMRRIGAN STATE

|N SUHSCRIBING TO CHARTER OF PUNTA DEL ESTE, BASIS OFZALLIANCE FOR

PROGRESS, WITHIN FRAMEWORK OF THIS CHARTER, PLANS MUST BE NATIONAL

ONES, THAT IS, DRAFTED BY COUNTRIES AS EXPRESSIONS OF

AND LEGITIMATE ASPIRATIONS OF THEIR RESPECTIVE PEOPLES, THE -

BRAZILIAN PLAN WILL DECLARE IN FIRST PLACE OUR FIRM CONVICTION THAT
_WE HAVE TO SEARGH IN OUR OWN ECONOMY FOR FUNOAMENTAL RESOURCES FOR
“,0UR DEVELOPMENT, AND THAT BASIC HELP, WITHOUT WHICH NO OTHER




UNCLASSIFIED
-2-, 1266, JANUARY 5, FROM RI0 DE JANEIRO

AT SAME TIME PLAN REFLECTS CONVICTION THAT DEVELOPMENT DEPENDS

ON CHANGES IN SOCIAL STRUCTURE wHICH CAN BE REACHED ONLY Wi

BASIC REFORMS EXPECIALLY FOCUSEg ON HUMAN IMRPOYEMENT BY S OF
EDUCATION AND PUBLIC HEALTH, AMONG SUCH REFORMS, AGRARI|AN REFORM HAS

A SPECIAL PLACE TO IMPROVE SOCIAL DISTRIBUTION OF LAND, GRADUALLY
DOING AWAY WITH UNPRODUCTIVE LARGE LAND-HOLDING ESTATES AND PRONTING
FAIR SYSTEM OF AGRICULTURE ANI\\ INCREASE IN PRODUCTIVITY, f

BRAZILIAN PLAN DOES NOT FAYOR EXPANSION OF STATE INITIATIVE
AT EXPENSE OF PRIVATE ENTERPRISE, ON CONTRARY IT STIMULATES
PRIVATE INITIATIVE AND MAINTAINS DURING THREE-YEAR PERIOD SAME
PROPORT ION ‘OF PARTICIPATION OF PUBLIC RESOURCES IN ECONOMIC
ACTIVITY OF COUNTRY,

THERE ARE NO RESTRICT|ONS OR DISCRIMINATIONS AGAINST FOREIGN CAP|TAL,
WHICH 1S WELCOME IN DEVELOPMENT EFFORTS OF COUNTRY AND WHICH CAN
RELY ON LEGAL GUARANTEES THAT WERE NEVER DENIED IT IN A COUNTRY
WHOSE JURIDICAL SYSTEM |S BASED ON PRINCIPLE OF SUPREMACY OF

LAW AND |NDEPENDENCE OF COURTS.

1 AM CERTAIN THAT THREE-YEAR PLAN WILL BRING NEW AND EXTREMELY
POSITIVE POSSIBILITIES IN THAT WHICH CONCERNS US, STIMULATION
OF ALLIANCE FOR PROGRESS, CLEARLY PRESENTING BRAZILIAN PROBLEMS
AND SYSTEMATIC USE OF OUR OWN RESOURCES,

WITHOUT NATIONAL PLANS LIKE ONE WE WILL NOW HAYE OPPORTUNITY TO
EXECUTE, IT WOULD BE DIFFICULT TO CARRY OUT ALLIANCE FOR PROGRESS
WITHIN SPIRIT AND PURPOSE OF CHARTER OF PUNTA DEL ESTE SIGNED BY
BRAZIL,

BRAZILIAN PEOPLE START YEAR 1963 CONFIDENT OF FUTURE AND
STRENGTHENING OF DEMOCRATIC IDEALS AND AMERICAN SOLIDARITY, OUR
QGOYERNMENT RELIES ON PUBLIC OPINION AND FREE ELECTIONS,
DEMOCRATICALLY CARRIED OUT, AND | HAVE FAITH THAT EWLE QF BRAZIL,
ITS FIRMNESS: IN RESPECT TO DEMOCRATIC LEGALITY, EVEN IN MOMENTS OF
POLITICAL CRISES, WILL BE HELPFUL TO WHOLE HEMISPHERE AND WILL
ALWAYS FIND UNDERSTMED!MG » WHICH HAS NEVER BEEN LACKING

FROM PEOPLE OF UNITED STATES, IT IS WITH PLEASURE THAT 1 TAKE

UNCLASSIFIED




UNCLASS1F1ED
=3=, 1266, JANUARY 5, FROM R0 DE JANEIRO
OPPORTUNITY OF NEW YEAR TO SALUTE, IN PERSON OF PRESIDENT
KENNEDY, NOHLE AMERICAN PEOPLE WITH WHOM BRAZILIAN PEOPLE ARE
UNITED BY TIES OF TRADITIONAL FRIENDSHIP, END OF TEXT,

DE ONIS STORY AS FILED BEING TRANSMITTED USIA VIA PRESS WIRELESS,

GORDON

MGG:22
Mﬂm? re Wlﬂi
oF  EST/E- p% Lyp e
Yehs 87 O orattica—

sk porr arrCen

UNCLASSIFIED
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FroM : Americsn Consulate,Coritibs pate: January 68,1963

SUBJECT : CONSUL'S "POOTSTRAP OPERATION" UKEA NI WNE
ep BUREAY OF
REF § INTF ."erlc‘N AFFAIRS
JAN 1 <1963

1
The Coneul and his family scccmpenie the BPAO and his wifp Tecently
visited the largest Ukrainisn coleny in BraZ t

invitstien issied the Congul by Ukraimisn Blehop Joee Martenett,

colony is atout 200 kilometers weet of Quritibe and is approachable only

in dry weather.

r

- ; Prudentopolis, the city, lies in @ once very fertile agricultural
%/EC&‘FM{ ares which wae first settled by Ukranisne about 50 years agc and is new
merely existing with an agricultural populatien of about 15,000, cf which
ARAEST/F| about 10,000 are of Ukrainisn descent.

«fﬁgﬁmﬁ’ﬂ There are no industriee in the city cther than seversl very srall

/ 4 lumber mills, the lumber industry having moved cn. ‘“attle, wheat, hoge
W7 __3 and potstoes are the main crops but poor marketing fecilities are the
main depressart factors, The outward appearance of the city gives cne
the impressicn of & place left behind by the onward march of man's
exploitation of natural resvurces. ihere are nc peved streete cr modern
health facilities even in the hotel or in newly ccnstructec homes. ihe
main street consiste of a few shopes set up in residentisl buildinge and
dust is prevelent everywhere. The outstanding feature of the city it a
very large Ukrainian Catholic church built in the Russian orthodcx siyle,
a large Roman Catholic Church, @ large finighed seminary for girls lﬁl
large unfinished cne for boye of Ukreinian descent, The Ukrainian Chufch
although 8 rember of the Roman Catholic Lhurch, meintaine certaim_ e
traditicnal and folkleric rites and privileges . =
cct AmEmbassy,Rio r.

Mr. Henderscn, amEmbassy,Rio

AnErbaesy ,Brasilia
| Prazilian Lesk Officer m |

€961 @ TN
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- INCLASSTFTED Buel. No.
' Frar ArConsulate, turitiba

[_Tha reception given the officisl party during the vieit was most impressive.
Esch school vied with the cther in putting on talent shows of typleal folkleric
Ukrainian dances and einging, Each of the four schools visited alsc prepared
typical full course meals and showed exhibite of Ukrainian erbroidery tc welccme
the guests. A large Americen flag was made by hand for the cecasion and was
di¢played in each of the schocl auditoriums. ‘he Consul expressed his sincere
appreciation for the recepticn at each school and then spoke cn the importance
of the Allisnce for Progress end on U.S, = Brazilian relaticns . Each talk, by
necessity, had tc be different tc meet the comprehensicn level of the audience
addressed. The next day, the Consul's wife decided to dc some shopping and
visited the four shope in town, To her surprise, she feund that not one had
any Ukrainian embroidery for sale but that they did have etccke cf erbroidery
of lesser intersst and poorer cuslity made in Ceara, s Frazilian state in the
northeast, many hundreds of niles sway.

This infermetion was diecuseed and the Ccneul decided that if the Ukrainians
ghewed any interest, he wculd sponesor and orgenize an exhibit of their handiwork
in order to arcuse interest in thie work and perhape even stimulate thereby &
emall industry. The Bishcp was consulted end as & result cf his enthusiastic
endorsement, stepe were immediately taken tc arrange an exhibit., Mr, Slavin, the
Bi-Nationsl Center Crantee in Curitiba cffered space; USIS offered its full
suppert; and Culturel Affsirs Officer Boehrer attended and epcke at the
insuguration of the exhibit. On the cpening night, & cne heur progrsm of Ukrainian
felk dancing and einging was cffered by costumed groups. Following which, the
exhibtit srea, which wac very testefully crganized with mannequins in native
costume and & beautifully deccrated sltar, was officially cpened. About «ne
thousand visitors were checked in during the ten day exhibit and about three
hundred perscne crdered articles to be made from the samplee which were on dieplay.
The Yonsul in talks piven in the area during the exhibit mentioned the need to
support such am effcrt for by so doing Brarilians were not only helping Brazilians
t¢ develop economically but were alsc strengthening the folklerie traditions
of a minority grcup vhich is capable of producing handiwcrk comparable to the
best of the rest of the country.

The Ukrainisns being reinly an agricultural pecple were completely unprepared
for the favorable reaction and interest shown in their werk and thus had not
preduced sny items for immediate sale. Since the work is all done labcriously
by hand and requires ccneiderable time the sales were somewhst less than they
might have been had articles been available for immediate sale. For instance, it
takes about four momths tc enbroider an average tized table cloth. In any event,
the Ukrainian colony it now busy st work producing the crdere received. Highly
erctional expressicns of pratitude at U.S. interest in them ae a pecple have
been publicized.

Remembering the questione once asked of him by Ukrainiane ccncerning the
possibility of Alliance aid to help establish an industry in erbroidery, the
Consul spoke of tide situaticn tc the Director of the Seuthern Brazilian States
Developnent Bank, The latter became enthusisetic about the possibilities
involved in helping establish a new industry and ssked to be placed in contact
with the Ukreinian group. This the Consul arranged and at the meeting, it
became apparent that althoupgh the road to receiving finsncial sssistonce had scme

etacles, these were not insurmcuntable. The Director sxpressed his willingnesg

UNCLASSIFIED




UNCLASSIFTED Encl. No.
Desp. No.

From AnConsulate , Curitiba

[-_to cooperate fully in guiding and advising the group. The Consul made it clear _1
that he was nejther playing an cffieinl role in this negotiation nor was he
sccepting any responsability and that he was cnly scting ne the catalyst between
the two elemente invclved ard weuld play no role in any developments which might
come sbout. His position was accepted and ie being respected.

It was only throurh the enthusiastic cocperaticn of Grantee Slavin, and
the Pi-National Center, the Ukrainian Church and its merbers and Mr. Netto of
the local USIS etaff that tris operation was able to achieve the success it did.
A definitely favorsble impact has been made on @ minerity group, which mumbers
sbout 220,000 in Brezil. The U.S. participation in this operation has been
commented upon very favorably by local authorities and bueiness lsaders and
attention hae thersby been drawn tc the poseibility ¢f developing, with very
1ittle financisl aid, latent but existing humen rescurcee.

Q& ReC—

Arthur W, Feldman
Anerican Consul

~
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To :  Dept. of State

FROM : Amcongen SAO PAULO DATE:  January 9, 1963

SUBJECT ! hnversations with Mr. John S. Richards and Dr. Paulo Ayres

ner . Filho

-

Enclosed are two memoranda of conversations reflecting
the views of John §. Richards, President of American Chamber

of Commerce in Brazil (5%o Paulo) and representative in Brazil
of R.C.A., and Dr. Paulo Ayres Filho, Brazilian banker and
industrialist who is also one of the top executives of Instituto

de Pesquizas Economicas e Sociais (IPES). Both conversations
took place on January 8, 1963 with Minister Consul General
Braddock.

Daniel M. Braddock
Miniater Consul General

CONFIDENTIAL
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CONFIDENTIAL Page 1 of Encl 1

i ' 8o Paulo A-209
MEMORANDUM OF CONVERSATION /

; _ DATE: January 8, 1963
PLACE: Office of Minister Consul General Braddock
SUBJECT: Various Subjects
PARTICIPANTS: John 8. Richards, Pres. of American Chamber of Commerce
in Brasil (S%o Paulc) and representative in Brazil of R. C.A.
- Minister Braddock. : ‘
Copies to: Amembassy Rio (2 cc)
e B ARA (lec)

INR (1 cc)
Central files (2 cc)

Minister Braddock took the initiative for arranging the mesting. In reply to
various subjects raised by him, Mr. Richards expressed the following views:

Cooperation between the Am erican Chamber and the Federagfo de Industrias do
Estado de 8fc Paulo: A Juncheon mesting Bad been held between the top
executives of the two organizations, as a result of which the Chamber had
indicated three Americans, Mr. Paul Albright (Squibb), Mr. William Kelleher
(Sears), and Mr, Richards (RCA) for positions as FIESP Directors offered by
Mr. Raphael Noschese, President of FIESP. Closer ties were being sought.

Political Situation: Goulart would attempt to strengthen his position during
January, before the new Congress met and the new State Governors took office.

There was a very large number of Brazilians, including practically all the
820 Paulo business community, who were surfeited with Goulart and would
like to see him deposed. They were not yet united among themsélves. More-
over, any attempt at a coup would be inopportune pending the election of the
President of the new Chamber of Deputies, who alone could be regarded as the
legitimate successor to the President in the absence of a Vice President. The

. opposition was therefore concentrating now on getting a sound conservative
elected as head of the Chamber. If the President made any drastic move in
the direction of imposing an extremist left government on the country, or if
the economy began to fall apart, a rightist coup, spearheaded by the military,

. might well take place. Mr. Richards thought this probably the best solution
as he considered Goulart hopeless. .

Calso Furtado's Three Year Plan: The objectives of the plan were not bad,

but was ow dressing® for our benefit, as the Government had
paither the intention nor the capability of carrying it out.

CONFIDENTIAL
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DERT. PASS 1. Northeast Votes No in Plebiscite
3, Pirst Strike of Rural Labor Unions

BELEM 3. Changes in Military Comnands

PORTO ALEGRE
CURITIZA ECChoMIC
33L0 HORIZONTE)
1, Maritime Strike Aggravates Gasoline Shortage
2. Russian Wheat Shipment

34 Dredging Operations to Cease

PSYCHOLCOGIZAL

POLITICAL
1. Northeast Votes No in Plebiscite

In accordance with all predictions the Northeast joined with the
rest of Brazil on January 6 to vote & resounding disapproval of the Ato
Adicional and the parliamentary system., Initial results of the
plebsicite voting showed a “No" vote preponderance of ten to one and
final results only increased the "™No™ majority. Total absteantion

was high === batween 35% and 55% in most cities === but not as high
L
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Asconsul Recife

sa anticipated. Null and blank votes together fell just short of 10%
of the total number of votes caste.

Results of the voting in Recife, given below in round uunbe-n.
provide a falr illustration of how the Northeast felt about
parilamentary governmente

o XS NULL AND BLANK  ABSTAINED
130,000 . 9,000 " 16,000 98,000

Connents By local press standards, one of the most notable features
of the pleviscite voting was the high nunber of votes declared null,
otes ware nullified for a number of reasons but primarily because the
voters ignozed the ballots question aad used the ballot instead to
express their feelings about the p t go and its leadecs,
A great number of obscenitics were reported, One voter, apparently
not given to profanity, recorded a simple: Goulart, Nag; Maria Teresa, 3Sim.
(OFFICLAL USE ONLY)

2. Pirst Strike of Rural Iaboc Unions

The first strike involving one of Pernambuco®s rural labor unions
was called ‘this week in the vicinity of Vitoria de Santo Aatag, Pernmambuco
with the purpose of forcing a lasdowner to sell his property to his
workers. Although violemce threatened to break out during the first few
hours of the strike, the strike leaders (primarily Padre PAULO CRESPO)
the landowner, and state police made a coacerted effort to keep peace,
and after three days the issue was resolved by conpromise,

'

There have been several other peasantelandowner disputes in the same
general area within the past few weeks involving elements of both the
rural labor unions and the Lizas Camponesas, Cne landowmer, according to
the press, has recelved notice from JOGL ARRUDA CAMARA of Ligas Camponesas
fame (See Weekly Sumnaries Nos, 7 and 9) that his properties are to be
invaded within the near future,

Comments Rural lsbor union strikes may now be expected to increaseg
Padre Crespo and the peasants he has organized have few other means of
king & red of gri It is known that Padre Crespo will
do everything possible to keep strikes p ful in but if tensi
rises high enough some violemce would scem to be unavoidable, (UNCLASSIFIED)

3, Changes in Military Conmamds

It was announced this week that Brigadier Gemeral JOSE SENIAL MONTEIRD
LINDENESRG, Commander of the lst Engimeer Group, has been relieved of his
command and will take up new duties with the Army Gemeral Staff

OFFICIAL USE "NLY
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FROM : Ameongen, SAO PAULO pave: Janvary 11, 1963 (@B

SUBJECT : Egonomiec Goals -- Minister Furtado Speaks on Objectives
of Three-Year Plan at Meeting with Sac Paul Businessmen
REF ¢ QERP, D-10, D-18; ConGen Airgram A 06 of January 9 PM/L

%,

3

Minister without Portfolio Celsoc FURTADO outlined the q"ﬂ.'k
objectives of his three-year economic development plan (see A,
airgram A-206 of January 9) at a meeting on January 4 spon- c".a'
gsored by the Federation of Industries of the State of Sab ‘]Ek
Paulo. Following his exposé, Mr. Furtado answered queutionar{_,,
raised by officers of the various Sdo Paulo trade associatlo a e
Public attendence was unusually high.

r

Mr. Furtado's speech followed the line of a similar
speech he had made the day before in Rio de Janeiro, and
which had been widely commented upon by the 8ao Paulo press:
pamely, that the plan aims at two basic objectives, to wit
[13 progressive reduction of the rate of inflation while
2) maintaining a growth rate of national income of 7 per-
cent per annum., He explained at some length the means by
which to achleve that end, These include maintaining gov-
ernment investments at present forecast levels for 1963,
1imiting expenditures, financing budget deficit by non-
inflationary means, rescheduling foreign debts, a more
equitable distribution of wealth among the population,
vastly stepped up educational programs, an easley
counting policy, increased public outlays for
communications, electric power, and petroleum
and an agrarisn reform program.

After Mr. Furtado completed his address,
why representatives of the business and manufge
munities (classes produtoras) were not invited to participate

i _J
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in the preparation of those sections of the plan devoted
to the expansion of industrial activities, Mr. Furtado
replied that because of the time element (tha plan wae
prepared in less than two months, and submitted to the
Cabinet December 15, 1962) there had been no time to
contact the glasses produtoras. Nor was 1t deemed
essential to do so inasmuch as the plan was general in
scope and was aimed mainly at underlining government
support to those specific industries (such as the sid-
erurgical industry) whose development demand massive
investments beyond the means avallable to local private
enterprise.

In reply to a query regarding the rescheduling and
consolidation of the foreign debt, Mr. Furtado explained
that only part of the 2.7 billion dollars outstanding
was repayable at short term, and that talks. would be
held with Brazil's foreign creditors to permit payment
of the most pressing debts over a longer period of time.
The Minister expressed the opinion that creditors would
readily accept such a consolidation which, 4n the long
run,would not only be beneficial to Brazil, but also to
their own interests.

Referring to foreign investments, Mr. Furtado
stated that a government policy of austere discipline
of investment and expenditures would encourage foreign
capital to Brazil. Asked to give his personal opinilon
of the profits remittance law, the Minlster stated he
thought it too generous in permitting an annual re-
mittance abroad of 10 percent of the original dollar
investment, but that some of the negative clauses --
which have been detrimental to Brazil abroad -- had not
been conceived in an "intelligent manner." He added
that, should he be required to modify the law, he would
reduce the percentage of profits to be remitted abroad,
and eliminate the more ambiguous portions of the law.

Mr. Furtado was evasive in replying to a question
as to why the government -- hard pressed to ralse in-
vestment funds for application in some sectors of the
economy -- should insist on the expropriation of foreign-
owned publds utilities, especially the electric power
companies, rather than permitting their expansion through
public stock issues. The Minister sald that the three-
year plan strictly adhered to the line of action adopted
by the government, and solely planned the utilization of

UNQLASSIF IED
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funds to ensure continued economic growth.

Replying to a query as to whether the tax reform pro-
gram tended to lower the pupxhasing power of the rich and
medium classes, or force them to invest in public invest-
ments, the Minister pointed out that government partici-
pation in transportation, communications, electric power,
and other public programs must be maintained at approximately
the same levels as in previous years, and that in order to
obtain sufficlent funds to ensure their continulty, the
government would have to draw on that portion of the pop-
ulation that could best afford it. Dipgressing from the
subject, Mr. Furtado said that one of the aims of the plan
was to provide the working population with salaries and
wages that would increase in relation to real gains in
economic productivity, independently of upward sglary ad-
Justments due to increased cost-of-living.

Comment :

The meeting was held in an atmosphere of friendship
and mutual respect, Interest in the plan was denoted by
high attendence, which remained constant during the long
period while Mr. Furtado explalned the goals of the three-
year program, and answered the numerous questions raised
by the businessmen.

It is the impression of the reporter and ConGen officers
who attended the conference that the Sao Paulo businessmen
were kind to the Minister when they dld not express thelir
Justifiable doubts that inflation could be reduced nearly
50 percent in 1963, an important point on which the entire
structure of the plan is based. On the other hand, 1t was
mentioned in some circles that Mr. Furtadc may have tallored
some of his remarks and statements (i.e. his opinion on the
profits remittance law) to the tastes _of his audlance, in an
effort to obtain the support of the Sao Paulo buainess com-
munity to his plan.

The Minister expounded on his plan at length and with
great determination. By stressing that this 1s the first
time an economic development plan has been prepared in
Brazil, Mr. Furtado indirectly played down the role of
previous administrations (especially the Kubischeck admin-
istration and 1ts programa de metaa;. His statement that
Brazil's foreign del as become unwieldy and unredeemable
in its present form because in the past loans had been
negotiated mostly in times of crises and at terms not
compatible to Brazil's forelgn exchange availlabilities

UNCLASSIFIED




NCLASSIFID .Z;é-..bﬁz/o

appeared to be thrusts at former finance Ministers, some
of whom are economists of renoun who support more traditional
economic theories than those advocated by Mr. Furtado.

By and large, the meeting went a long way to dispel some
of the concern of the 8o Paulo business community. Fears
that the plan would set down directives leading to an economic
dictatorship by the State have now been allayed to a great
extent. Nor i1s the plan now considered to be much more radical
in essence than previous similar government projects. Some
observers believe that the planners have carefully thought-out
several constructive measures which would contribute to an
improvement of Brazil's soclal, economic, and financial
position.

The major doubts that are still expressed in Sdo Paulo's
business, economic, and financilal eircles, are that the plan
can be successfully executed. Some of those doubts were
reflected in a recent editorial in one of the conservative
dailies, which pointed out that Jjust a few days after Mr.
Furtado had emphasized the need for a disciplined and con-
certed drive to slow down inflation, the Federal Minister
of Labor was already voluntarily advocating the immediate
implementation of an inflationary measure: the sliding
salary scale (galario movel) whereby wages would be adjusted
frequently and automatlc y in accordance with cost-of=
1iving levels.

For the Minister Consul General

teikode ¥ Rtsnad.

'Richard C. Desmond
Consul
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Carvalho Pinto Regards Purtado Plan As Good First |
Step Toward National Development Planning |

i

CERP, D-18 and Congen A-210 of January 11, 1963

On January 9, 1963, Sao Paulo's Governor CARVALHO PINTO—I !
expressed his views on the Federal Goverrment's proposed three 1
year plan (the Celso Furtado plan), stating that he had been |
invited by President GOULART to study 1t and comment upon it.

The Governor indicated satisfaction that acceptance of
the idea of careful planning for economic development, which
was a gulding principle of his administration in Bao Paulo,
1s growing in Brazil, He sald that on reading the Furtado
{ plan he was impressed at once with similarities between 1t

g and his own Plan of Actlon, but that his words should not be
v 2csie| ‘teken as constituting a blanket endorsement of it. He also
sald that one of his first impressions of the Furtado plan
was the unequal level of its planning for various sectors,
going into detall as it does regarding such matters as
education but merely mentioning a few general goals for some
other sectors such as publie health.

The Goverfior sald the Furtado plan does not face up toO
the basie necessity of a unified financial command h full
authority to diseipline the investments tb be made by 'various
Federal agenci?u, ineluding the public corporntiq;ﬁ; _—
(autarquias). He recommended closer attention i this
need.

=

1/unether Carvalho Pinto may accept the pest of Federal Minis-
ter of Finance is being widely discussed in Sao Panl His
comment on the need for unified financial commandgirilll doubt-
less be construed as a possible indicatlon of the terms on
which he might accept. =
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thirteenth month Christmas bonus. A number of strikes,
generally of short duratlon, ocourred. Threatened major
strikes of municipal bus and streetcar workers in the
eities of SEo Paulo and Santos were avolded by a last
minute agreement between the publie transport companies
and the unions setting up a time schedule for payment of
the bonus. On January 9 the 8ao Paulo Regional Labor
Tribunal in its first decislon on the subject upheld the
legallity of the decree 1gsued in mid-December 1962 regu-
lating the law whieh instituted the thirteenth month
bonus .

Corment: On balance the amount of labor unrest was

less Than that which might have been expected given the
wide-spread confusion regarding payment of the bonus.

9, Labor == Various ocoupation 21 categories win wage increases.

Chemical workers in Santo André-Sfo Bernardo-Sao Caetano
industrial satellite ecities received a 60 percent increase
over wage levels of one year ago. Shoe workers in the in-
terior clty of Franca received a 65 percent wage increase
up to a monthly maxiumum increase of 25,000 cruzeiros
effective January 1, 1963, Employees of Sao Paulo radio and
television enterprises won a 60 percent increase up to a
monthly maximum of 14,000 cruzeiros. The Sao Paulo municipal
ecouncil and the mayor both approved a new wage schedule for
municipal employees effective January 1 providing for an aver=
age increase of approximately 60 percent. Insurance company
employees signed an agreement with their employers providing
for a 60 percent wage increase effective January 1, with
minimum and maximum monthly inereases of 12,000 and 50,000
eruzeiros respectively and an additional increase of 20 percent
in July 1963.

For the Minister Consul General

_, e /Mf{/a ;SM,L/

Richard C. Desmond
Consul
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—

ober pesults having been confirmed finally
the Regin&ﬁ Electoral Tribunal, sertificates of election (dinlomas) were
issued to the successful candidates in a ceremony on the evening of Jamu=
ary 10.. Governor-slect Antonio Lomanto Junior flew back from Rio, where hewent an
January 8 for political consultations and to make arrangements for his %
trip to the United States on hoard the SS Brazil which sails January.ll.

Speaking after receiving his "diploma," lomanto stated the occasion
marked the crowning point of his political career which started seventeen
years ago in Jequié vhen he was elected alderman, He said he felt humble
before the responsibilities placed on bim but he was not afraid of the
task and would not deceive the Bahian peonle who had elected him. Alluding
to a orevious speech by oppositionist Vielra de Melo (PaD) who said he would
carry on constructive criticism of the new administration, Lomanto said he
would be a Covernor of all the Bahian people after April 7 when he assumes
office and intends to have a peaceful and constructive government which can
count on the support of all, He will not tolarate hindrances, he warred,
and will denounce; to the people those who attempt to block governmental ac-
tion. He sald hs was particularly concerned with expanding production of
all sectors of the economy, especially agriculture. i i »

Comment: - Lomanto is already facing political maneuvers which -threaten
to, curtail his efforts. The failure of President Goulart tol
show up for the publiclzed visit to Jequlé on Januery 3 no

+ doubt hrt his standing somewhat. The real reasons for
.- “Goulart's change of mind have not yet been divulged, but
" there bave been hints:to the effect ‘that Antonio Balbino,— |
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Amcongen, SEO PAULO DATE: January 16, 1963

Northeastern Governors Will Attend Development
Conference in S3o Paule, January 22-24, 10963

Sao Paulo's Governor CARVALHC PINTO and Governor-
elect Adhemar DE BARROS will confer in Sdo Paulc with
Governors and Governors-elect from Brazil's underdevel-
oped Northeastern states on what technlcal, sclentifle,
and financlal assistance i.at region can anticipate
receiving from Sao Paulo. Governor MAGALHAES PINTO
of Minas Gerals, as well as various Federal officials
including Minister Celso FURTADO, will also participate
in the conference, which is being organized by the
Tnatituto Nacional de Estudos Superiores (INES).
Ambassador Iincoln GORDON Will Egﬁreua the Governors and
other officlals on the morning of January 24, and Pres-
1dent GOULART will speak beforgthe same audience on the
evening of that date.

The agenda for the conference provides for (1) a
review of the development planning for the Northeast,

l/ INES has announced that the following Northeaat:EL
Governors plan to be present: Newton BELIO of Maranggg;
Alusio AIVES of Rio Grande Norte; Pedro GODIN of Fhralba;
and Luls CAVALCANTI of Alagoas. Governors-elect who gadan
to attend, according to INES, are M%guel ARRAIS of
Pernambuco, Virgilio TAVORA of Ceard, Petronio PORTE
of Piauf, Seixas DORIA of Sergipe, and LOMATO JuniBr n1
of Bahia. A

4
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ineluding prospects for industrialization and improvement
of agriculture, as well as aspects of the reglon's in-
frastructure; iz) 8&o Paulo's probable contribution to
Northeastern development, including measures which may be
taken to stimulate a flow of investment funds from Sao
Paulo, scilentific and technical exchange programs, and
financing from gpecial funds in the Bank of the State of
S3o Paulo; and (3) Federal money, fopeign funds, and other
resources available for Northeastern development.

For the Minister Consul General

{ WM f%lw.nj/
Richard C. Desmond
Consul
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Coffee Exports.
Domestic Food Supplies. by

- Negotjations.
C. Flles-2 . TBrazil To Dmport 100 Thousand Tons of Bovie ek,
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1. COFFEE EXPORTS

Coffee worbltm‘thmthntm'.nl,hﬁ,ﬁohum
%o 1,723,412 bags exported the same month last year.

Total coffes exports during the current coffee marksting yesr (July 1 -
Decenber 31, 1962) were 8,956,062 bags compared to 9,713,133 bags exported during
the ssms period of the 1961/62 coffee merketing yesr. (LYallous)

(UNCLASSIFIED)

2. DOMESTIC FOOD SUPPLIES

Black beans, which had been in short supply since May, 1962, sre now
mimmhmﬂmﬂummwlmﬁmmﬂc. Rice
pﬂulnﬂﬂhﬂhﬂh‘;ﬁﬂ?hﬂtn‘k&lm(mn.mrﬂ, and other ex-
pensas) besis vhich established & maximm profit margin of 5% for wholesalers and
10§ for retailers. of the liberktion evoked serious protests in some
quarters, however, mwnmum.mtmwofm-mnm
umpmmormm-mwmmwmnm. official ceiling

ces are still in effect for meat and & shortage of supplies persists.
LIfomasson)
(UNCLASSIFIED)

3. MAJOR PROBLEM CONFRONTS BRAZIL-USSR TRADE NEGOTIATIONS

Press sccounts suggest that a major problem confronting the Brasil-UBSR
trade agreement negotiations (see BWER A-T55, Jemusry 3, Ttem 13) is the surprise
mmwww-mumrumummuuun. According
to ons source, the Soviets requestsd diplomatic status for their resident mission;
mthuwnmrmrtlmtmnwm-llhdm“wnthumu
four times the present mumber, "in view of the Boviet intention to centralige in
mnmmmmm«mﬂmmmmxun (Alﬁlmﬁom
establishing s permanent Soviet trade mission limits the mumber of members to ten
--- see Bxbles 377, November 6, 1961).

nmm,mmuuummmmoﬂmmm
that they were without hority to decide on & mat of a political nature since
their instructions related exclusively to the negotiation of a trede and payment
agreement. The report suggests that hhe matter will be "resolved in a future
session", after the Brazilisn delegation has been given sppropriste instructionms,
although no sses vere hazarded as to what the instructions will be.
(BAGoldstein.

(UNCLASS IFIED)
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1y, BRAZIL TO IMPCRT 100 THOUSAND TONS OF SOVIET WHEAT

While negotistions are going on for the establishment of a Brazil-UBER
long term bilateral trade ard payments agreement (see item 3), represeftatives
of CACEX (Foreign Trade Department of the Bank of Brazil)end the Soviet
EXPORTKLEB signed & contrect, valued at US$7.3 million for the supply of 100,000
tons of Boviet wheat in exchange for coffee, cotton, cacao, vegetable oils, hides,
and sisal, The first shipment of 30,000 tons is expected to srrive in February,
40,000 more tons are scheduled for Merch delivery, and 30,000 for April.

The contract is the fourth such to be signed by Brazil and the USER, end
was undertaken in accordance with the terms of a 1959 agreement.

In addition to purchasing wheat from the USSR, Brazil hes made arrangements
to obtain wheat from Argentina and the US; Edital 1/63 for 50,000 tons of
Argentine vheat is due January 16 and, it is reported, Bresil bes agreed to
purchase 84,500 metric tons of US wheet against manganese ore under Edital L /62
of Junuery 10. Of the 120,000 tons of Title I reported as purchased under Edital
41/62 on December 29, 20,000 tons were rejected on the basis of price. This
20,000 ves reissued under Edital 2/63 and purchased on Jenuary 10. (mtlam/
BAGoldstein)

(UNCLABSIFIED)

5. ISHIKAWAJIMA BEIPYARD DELIVERS ANOTHER 5,800 TOW SHIP

On Junuary 9 the Ishikawajime shipyard delivered to the Merchant Merine
Commission & third ship in the 5,800 TDW class being constructed under the program
to provide the Servigo de Mevegaglo Amazonica e Administ Zo do Porto do Pard
(SNAAPP), with & modern merchant marine, This ship, the "Cidade de Belén”, &
pister to the "Volta Redonda®" end the “Cidede de Memaus" will enter service in
the Amazon Valley and down the coast as far as Santos. (BGAnderson)

(UNCLASSIFIED)

6. SHIPPING CONFERENCES EEADQUARTERS MOVED FROM NEW YORK 10 RIO

On the same date there was inaugurated in Rio the new headquarters of three
important Northbound Freight Conferences whose headquarters hed been in New York
City for the last 27 years. These Conferences are: Brazil-U.B.-Canada, Mid-
Prazil-U.8,-Canada and the North Brazdl-U.S.-Canada, They comprehend 15 important
shipping lines including Moore McCormack and Delta. The new President of the
Conference is Comandante (erlos Bezerra de Mirands, & former Brazilian naval officer.

(UNCLASSIFIED)

COMMENT: The cbange in location of headquerters of these Conferences was
& result of the suggestion of Sr. Moscir Monteiro Neto, Director of the Lloyd
Bresileiro, who threatened to withdraw Lloyd Brasilelro from these Conferences if
the change did not teke place, (SGAnderson)
(OFFICIAL USE ONLY)
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T. U8 AID LOAN TO COMPANHIA DE CARBONOS COLOIDAIS OF BAHIA

Announcement vas made on Jenuary 10 of a loan of US$2 million by the
United States Agency for International Development to Companhis de Carbonos
Coloidais, a private company of Salvador, Bahia, The loan will be used to
purchase machinery and equipwent in the United States for construction of a
carbon black plent using residual oils from the petrobrds refipery in Balvedor
as reav materisnl. The plant will heve a capacity of 15,000 metric tons per year
of carbon black, practically all of which be used by the rubber industry. The
Joan will be repaid in eight years st 5- 3/U per cent interest. Total cost
of the plant will be UB$6.15 million, the company {tself providing the equivalent
of US$h,15 million Phillips Petroleunm International of the United States has
1icensed the manufacturing process to be used end will provide technical and
operating assistance to the company. The plant, preliminary construction of
which has already begun, is expected to be completed in about 18 months.

(UNCLASSIFIED)

COMMENT: This loan is the first doller loan to & private cowpany in
Prazil mede by US AID under the Alliance for Progress program. In September,
1962, UB ATD lent UB§3.4 million to COPERBO, Companhia Pernambucena de Borrache
Sintetica, controlled by the Govermment of the State of Perpambuco, to build a
plant near Recife for production of 25,000 metric tons yearly of polybutadiene
synthetic rubber from ethyl alechol. (8EWeaver)

(UNCLASSIFIED)

8. BRAZILIAN MINING ASSOCIATION FORMED

on November 14, 1962, a group of interested Erazilians met to discuss &
constitution for a proposed Associngiio Brasileira de Minereglio (Brazilisn Mining
Association). As a final development of that meeting the fledgling asscciation
published its statutes and avowed purposes on Junuary 10, 1963, and became an
sctive forum as spokesmen for the mining industry in Brazil. Professor Alberto
Ribeiro Lamego, Geologist of the Departamento Nacions)l da Produglo Mineral, is
the first president of the newly organized body.

(UNCLASSIFIED)

COMMENT: Until mow there hes been no mineral industry "voice" in Braszil
such as 18 found in the United Btates under the banner of the Americen Institute
of Mining, Metallurgical, and Petroleum Engineers, Whether this forum and spokes-
man for the mineral industry, struggling to develop end advance over the hurdles
of politics and nationalism, will proceed in the direction as avowed, remains to
be determined. The initial publicity given to statements of the Association in-
dicates an outspokenness that sugurs well, and the stated objectives are laudable.
(ALRensone )

(OFFICIAL USE ONLY)
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9. PETROBRAS IN DIFFICULTY AGAIN

Recent press articles have reported the financial problems of Petrovrds as
admitted by the company president, Br. Francisco Mangaveira, before the Inguiry
Commission of the Chamber of Deputies. More recenily publicity hes been given to
the shortages of gasoline at various points throughout prazil, but particularly in
the porth and portheast. In defense against criticism, Sr. Mangabeira has reite-
rated in the press, end over the radio and 1V, that wuch progress has been mede by
the State-owned company, &nd that the fsult for gasoline shortages lies with the
private distridbuting companies.

i (UNCLABSIFIED)

COMMENT; There seems to be mo doubt that Petrobrds is in financiel "hot Water™.
One alfernetive for solving this problem, stated by Mangabeira, would be to raise
prices of derivatives by LO-50%. This is reasonable, &3 current gasoline prices at
today's level of inflation are ridiculously low. Mangabeira's rather desperate=
sounding defense publicity are more words than fact which sctuaslly weigh heavily for
the distributors, The problem is primerily ope of transportation which is in the
pands of Petrotrds. There is & feeling that Mangabeirs will not last too much longer.
(ALRansowe )

(OFFICIAL USE ONLY)

10, NEW STATE IRON-ORE EXPORT COMPANY CONSITDERED

According to & recently published article, the Council of Ministers has under
consideration & proposal from the Minister of Mines and Energy for the creation of
& new State company for the exportation of iron ore from the Paracpeba Valley (in
the western part of the "iron quedrilaterel" in Minas Gerais). Forming the pew
entity would be the Cia. Vale do Rio Doce, Cim. Siderfrgica Mecional, Estrada de
Ferro Centrel do Brasil, Metais de Minas Gerais (METAMIG- State government mining
sutonomy), FERROEEL (autonomy of the Prefeitura de Belo Horizonte) and private
mining compenies in the region. The plan would include the construction of an ore-
loading port near Rio de Janeiro.

(UNCLASSIFIED)

COMMENT: This is the first public notice of the Minister of Mines and Energy
plsn for such moricke o it i bechebacy ok btimsmcandeineropeolen damanedx & group of
exporters intluding @ port facility which would presumebly include Cia, de Minerag8o
Novalimense (Hanna Company). Hanma has been discussing this or a similar plan for
& mixed-company combine ss & possible solution to much of its problems in Erezil.
(ALRansome )

(OFFICIAL USE ONLY)
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'11. BTRIKES HIT SHIPYARD, BUS COMPANIES AND PRIVATE BANKS

On December 27 the Ishikawajima shipyard was closed down by the workers
who protested against the management firing four employees. Management stated
that the case was before the labor court and refused to re-employ the fired
workers. As & result the strike still continues.

On Thursday, Jenuary 10, at widnight, personnel of 12 bus compenies in
Rio de Jeneiro, Btate of Guansbars, went out on strike. The union is striking
over non-payment of the lj-month bonus. The government has authorized the owners
to increase their fares and as & result the strike should be of short duration.

On Friday, Jenuvery 11, persomnel of 5 private banks went on strike in an
effort to secure an additional month®s (Christmes) bonus. The Netional Con-
federation of Workers in Credit Institutions (CONTEC) may select other banks for
this type of action in the immediate future. (E8bapiro)

(UNCLASSIFIED)

12, s§mcammcmanmcmnmmcmmmnm1£

According to official Bragilian government sources, Cr$85 bvillions were
added to curremcy in circulation in the wonth of December bringing the year's
total increase to approximately Cr$200 billion or 65 per cent.

(UNCLASEIFIED)

COMMENT: The record bresking December issuance was attributable to, (1)
usual increased 1iquidity demands comnccted with Christmes buying, (2) customary
heavy year-end federal budgetary expenditures and (3) financing offered by the
pank of Brepil to cover expenditures in connection with the 13th-month wage.

Actusl issuances reached the figure higher than Cr$ 85 bpillion during the
month, but part of the return flow to the banks was withdrewn from circulation
before the end of December. The Finance Ministry had earlier stated that a
#gubatantial® part of the December issuance would flow beck to the banks in
Junuary, but in view of the sdditional credit demands which will result from the
miniwum wage hike effective January 1, it is doubtful thet there will be any net
withdrevals during the wmonth of Jenuary. (JKrizay)

(DFFICIAL USE ONLY)

For the Ambassador

Robert Eakens
Counselor for Zconomic Affairs
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MONTHLY BCONOMIC SUMMARY - BRAZIL - December 1962

CERP C-4

INDEX

Business Activity.
Foreign Tradessee

IndustIYessssessvnnsscsasansoses
Transportation and Communications
Minerals and Petroleum.
Labofscsssanssnsssnnes
Agricultur€sssessses

Bconomic IndicatorSecssessssescsnsnescnss

SUMMARY

A strong increase in inflationary pressures resulting mainly from
payment of the Government decreed thirteenth month Christmas bonus salary
for commercial and industrial workers dominated ic devel ts during
December, The cost of living in Rio increased by 8,2 per cent, the highest
monthly increase since February, 1959, Total increase in the cost of living
in Rio for 1962 thus came to 52,7 per cent, the highest annual increase yet
recorded, surpassing even the 51,9 per cent increase of 1959, Credit ex-
pansion by the Bank of Brazil to finance payment of the thirteenth month
salary plus heavy Government year-end expenditures resulted in issue of
Cr$85 billion in currency, Inflaticnary pressures were expected to continue
strong over the next two to three months with the entry into effect on
January 1, 1963 of new minimun wage scales sbout 60 per cent higher than

wrumt levels, 2l
/Business
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As of September, the latest month for which figures are available, Brazil's
foreign trade deficit for 1962 amounted to US$176 million with imports totalling
US$1,062,2 million and exports US$886.2 million, In 1961 the comparable figures
were a deficit of US$72,3 million with imports totalling US$1,095,8 million and
exports US$1,023.5 million, The improvement in coffee exports in October and
November may reduce this deficit somewhat, Since mid September the Bank of Brazil
has maintained its dollar buying rate of 460 and selling rate of 475 while during
the same period the parallel market rate has gone from about 670 to 800 cruzeiros
to the dollar, It has been alleged that maintenance of this rate has had an unfavor-
able effect on exports, Another result has been an increase in the "boneco™ or
unofficial premium paid for exchange purchased from commercial banks from Cr$10 =
Cr$20 to Cr$70 = Cr$100 per dollar.

By Decree 1,830 of December 14 COLESTB (Grupo de Coordenagio do Comercio com
os Paises da Buropa Oriental) was created to coordinate and promote trade with the
Soviet bloc, Its first task will be to negotiate a new bilateral trede and payments
agreement with the Soviet Union, For this purpose a Soviet Trade Mission arrived on
December 28, Until a new long term agreement becomes effective, trade between the
two countries will continue to be regulated by the 1959 agreement, originally due
to expire December 31, 1962, and now extended,

Orders for 196 heavy agricultural crawler tractors will be placed abroad in
virtue of a US§4.5 million loan by the Inter-American Development Bank to the
Companhia Agricola, Imobiliaria e Colonizadora - CAIC, an agricultural development
company owned by the State of Sao Paulo, The loan, ed in late D ber,
will be used to set up 30 agricultural machinery stations in the State of Sao
Paulo, including purchase of 196 imported crawler tractors. (ShWeaver)

FINANCE

During the month of December, Brazil's basic financial problems of inflation
and balance of payments continued to preoccupy public and private sectors, and
major attention was focused on the long=heralded three-year development plan of
which a first glimpse was given to the public on December 30, 1962, Other develop-
ments were: (a) the establishment of a working group to report on banking reform,
(b) Octavio Dulhoes' resignation as Director of SUMOC, and (c) a record new
currency issuance of Cr$85 billions,

The Furtado Three-Year Development Plan proposes that Government investments
be maintained at present programmed levels for 1963 while limiting total government
expenditures to slightly over Cr§ 1 trillion, - about Cr$700 billion less than
"potential® expenditures projected, Receipts are estimated slightly over Cr$700
billion. Two thirds of the remaining deficit of Cr$300 billion would be financed
by non-inflationary means, Externally, the plan calle for loans or rescheduling
of debts amounting to $1,5 billion over 3 years in order to maintain present
import levels without increasing existing total external debt outstanding,

/The plan
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The plan also calls for greater emphasis on the agricultural sector, an easier
rediscount policy for financing capital investments, a vastly stepped-up edu=-
cational program, large public outlays for tr portation, ications,
electrical energy and petroleum development programs, as well as an extensive
program for research regarding the nation's mineral resources, The program was
presented to the nation by the President on December 31 as the “Covernment's
Program", The main objective of the plan is to achieve a gradual reduction in
the rate of inflation while maintaining the growth rate at around 7 per cent
per annum,

The working group established by the President of the Republic to report
within 30 days on the verious bills pending in Congress on the reform of the
Brazilian banking system is being presided over by the Minister of Finance
with representatives of SUMOC, the Bank of Brazil, National Economic Development
Dank and the employers and employees of private banking establishments, The
group reportedly will come up with the administration's views on the matter,
which presumably will be presented to Congress in the next sessicn, as suggested
by the Furtedo Development Plan,

The Council of Ministers on December 27, 1962 accepted the resignation
of fered by Octavio Bulhoes, BExecutive Director of SUMDC, after he had been
severly criticized by Labor Party leaders for havingcharacterized the Profits
Remittance Law as a "crime against the mation™. Julio Avelar, Director of the
Rediscount Department of the Dank of Brazil, was appointed to replace Bulhces,
who was the last of the Quadros appointees in high position in the financial
area,

Addition to currency in circulation in December amounted to roughly
Cr$85 billion,bringing the year's increase to approximately Cr4$200 billion of
65 per cent over the level in effective circulation on December 31, 1961. The
unprecedented increase in December resulted from heavy end-of=year budgetary
expenditures and the financing offered by the Bank of Brazil to cover thirteenth
month salary expenses.

The costeof-living index of the Getulio Vargas Foundation for December
registcred an increase in the State of Cuanabara of 8,2 per cent over the
previous month, Total increase for 1962 was 52,7 per cent as against 43,2 per
cent in 1961, (J.Krizay/W.5lomeyer)

INDUSTRY

Industrial production in December, while generally satisfactory, appeared
to have increased little if at all from November and hence to have been down
slightly from the record level of October, Some manufacturers may have held back
sales in order to take advantage of higher prices expected in January and
February, The beginning of limited rationing of electricity in the city of Sao
Paulo in November which reduced industrinl consumption of electric power by

fabout 4 per cent
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8bout 4 per cent in that month and continued into December, also resulted in
lower industrial production, Supply of electricity is nmot expected to be normal
in Sao Paulo before the entry into operation of the Furnas hydroelectric facili-
ties about July, 1963,

While there was little substantial foreign investment being made at the
present time, the principal developments in the field of industry during the
month were the beginning of an important new petrochemical installation in
Bahia and indications of interest in the possibilities of installing a new
medium size steel mill in Minas Gerais, Blsewhere several firms also were

ged in or ed exp ion plans, Petrobras, the Government petroleum
monopoly, announced the beginning of construction of a Cr$10 billion petro-
chemical complex connected with its refinery in Bahia. The installation is
intended to produce 200 tons of ammonia and 100 tons of urea daily., There
were indications of interest in establishing a medium size steel mill in
Minas Gerais utilizing the low quality pig iron made by a considerable
number of small producers of the western part of the State. The German
Krupp firm was reported interested in setting up a nill with a capacity
of 100,000 tons which would resmelt the pig iron and improve its quality,
thus making it more appropriate for the manufacture of steel, In this same
area a amall new steel u!.il at Itauna with an electric furnace constructed
by Srown Boveri S.A. of Sao Paulo was expected to begin operations in January,
1963, In Sao Paulo, Scanis Vabis do Brasil S.A., a subsidiary of the Swedish
Scania Vabis company, inaugurated a new bus and truck factory, having begun
production in temporary quarters in July, 1960, Minersa S,A. announced plans
to build a factory in the industrial city of Santa Luzia near Belo Horizonte
to produce machinery for the mining, steel, and construction industries with
technical assistance from Dutch end Italian firms, (SHWeaver)

TRANSPORTATION AND COMMUNICATIONS

Brazil suffered two more aircraft disasters during the month when on the
night of December 14 a Panair do Brasil Constellation crashed and burned in the
Amezon jungle some 50 kms, from Mansus killing all 47 people on board. Nine days
later, also at night, a VARIG Convair 240 upan approeching the airport at Brasilia,
wbile in the epproach pattern to land, crashed into a wooded aree sheering off
both wings of the plane. This unususl heppening provably saved the lives of the
Lo people on board as both wings subsequently csught fire while the fuselage bumped
on snd was badly damaged., The only fatality in this accident was the pilot who
wvas killed, but many of the passengers were sericusly injured and were taken to
hospitals in Bresilia.

Torrential rains during December, in many places the highest on record, in-
terrupted highway traffic in several localities in the country., Route ER-U from
Rio de Janeiro to Bahis which is in the process of being paved throughout its entire
extent, suffered landslides which not only delayed construction, but made parts of
it at one tiwe or another impassible during most of the month., Only on Jenuery 1

Jof the new
UNCLASSIFIED
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of the new year was the highway opened egain to traffie after being blocked for
rearly two weeks. The principal highway from Rio de Janeiro via Belo Horizonte

to Brasilia - BR-T - was blocked when high vaters on the Rio Prata, north of the
capital of Minas Gerais, weskened the foundations of the bridge over that river,
and vhen & bus was crossing it at night a section of the bridge collapsed throw-
ing the bus into the river with a resultent bigh death toll. Subsequently, it

wvas necessary to detour many wmiles to the next place where & crossing was possible,
The Army Engineer Corps bas since erected a Bailey bridge which permits Right
vehicles to make the crossing, but heavier trucks must still teke a circuitous
route to cross the river.

Progress vas made in the negetiations aimed at resolving the problems
created by the expropriation of the IT and T properties by the State of Rio Grande
do Bul in February 1962 and the prospects were promising for resolving the re-
maining questions involved in Junuvary. (SGAnderson)

MINERALS AND PETROLEUM

Little of note took place in the minerals industry during December. Br.
Eliezer Batista da Bilve, Minister of Mines and Energy, following return from his
e ded tour of pe &8 &n iron-ore salesman for Brazil, reported success and
presaged a distinct change in policy with respect to exports of this commodity
from thet espoused by his predecessors. What eventusl effect this will have
officielly es regards foreign capitel participation in and development of iron ore
in Brazil for export remains yet unclear and probably will continue ®o until the
several legal caeses still pending thet relate to this problem are finally ed-
Judicated.

During the last month of 1962 the Petrobrds pot eppeared to boil over agein.

Newspaper erticles began to voice concern over the financial state of the State-
owned wonopoly as the result of statements made before the Inguiry Commission of
the Chamber of Deputies holding hearings relative to Petrobrfs and the adminis-
tretion of the president, Sr. Francisco Mengsbeirs. Following accusations end
denials, Sr. Meangsbeirs sdwitted that the compeny was feced with financiel
difficulties. Along with this wes & running account in the press Ly the company
head that Petrobrds had sttsined great levels of sccomplishments despite its
difficulties, and that the problems of gasoline shorteges at many places through-
out the country was the fault of the prtwiﬁgga. ibutors of petroleum derivatives.
The revealing and spectacular character of "the  slibsided during Christmes and the
week prior to the plebiscite vote without any €lear-cut conclusion. (ALRansome)

LABOR

The month of December was highlighted by threatened strikes over payment of
the 13-wonth Christmes bonus end payment of the new mwinimum wage as well as an
unusual maritime strike,

A national decree wes 1ssued setting the minimum wage for various regions of
Brazil to be effective Jenuery 1, 1963. The percentage increase granted varies
from 561. in Guanabara to & T7% increase in Belo Horizonte. The new minimum wage

/runs from
UNCLASEIFIED
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runa from & high of 21,000 crugeiros in Guansbare snd Blo Paulo to & low of
9,000 crugeiros for the rurel sections of the State of Pisul.

On December 18 the administration of the federal railroads, REde Ferrovidria
Federal, grented its workers & "ohristmes” bonus which varies between 16,000
crugeiros and 35,000 cruzeiros, to be paid after January 5, thus averting e
threatened strike, (All private commercial and industrisl workers were to receive
the Christmas bonus by December 20th).

On December 10 the leftist-controlled National Confederstion of Workers
in Credit Institutions (CONTEC) called a l-dey political strike sgainst the Bank
Reform Bill.

Telegraph operators received an interim 264 increase in salary as vell as
certain additional fringe benefits. Ground personnel of airlines received an
increase in wages averaging about 60%.

On December 27 the Ishikawajime shipyard in Rio was closed down by the
workers who protested against the management firing four employees. Management
stated that the case was before the labor court and refused to re-employ the
fired workers. As @ result the strike still continues.

A paritime strike was called on December 21 by four National unions. These
unions insist on the same re-classification of wages recently granted the employees
on ferries running between Rio and Niterol. The unions involved are: Ship's
Officers, Engineers, and Storeroom Handlers. The Carpenters Union pulled out of
the strike due to govermment pressure. On December 28 the Maritime, River and
Alr Trensport Workers National Confederation and the National Stevedores Federstion
condemned the strike. The government called it an "illegal strike" and replaced
the strikers with Navy personnel aboard meny ships. Although the ships involved
(several hundred) are operating, reports indicate thst the lNavy personnel are not
very well gqualified to hendle merchant ships and as a result the owners' costa
are soaring. To date, two offers of settlement have been rejected by the striking
unions. The owners have cancelled the strikers® contracts snd the latter face
possible loss of their "lifetime” jobs, & very severe pemalty in Brazil. (EShapiro)

AGRICULTURE

Major happenings in the agricultural field during December included the
establishment of & National Cotton Council, the liberation of the price of beans,
the continuation of rice shorteges, & worsening in meat supplies, the purchase of
220,000 metric tons of wheat and & decline in coffee shipments.

A National Cotton Council was created by Decree on December 18 with its
principal objectives to plan end carry out Brazil®s cotton policy. The Minister
of Industry end Commerce in a speech reported in Correio da Manh on pecember 19
had recommended the creation of Cotton and Wheat institutes. Other recommendations
were to modernmize and improve the Salt, Mate, and Pine Wood Institutes and the

[basic
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vasic law of the Sugar and Alcchol Institutes It wes further recommended that
the Institute of Cocoa of Bahie and the Rio Grande Rice Institute be transferred
to the Federal Government. The implementation of all these recommendations would
consolidate practically all major institutions of this type under the Federsl

Govermment.

Any fixed prices for beans, of all types throughout Braszil, were eliminated
bty COFAP Portapia of December 11. Due to the largest barvest in recent years it
was considered wise to not interfere in the marketing. Maximum consumer prices
for rice remained in force throughout December and maximum prices for beef were
reestablished by Portaria of December 10 at the levels existing in the first week
of July, 1962, Most supplies tended to worsen throughout the month.

Brazil purchased 170,000 metric tons of U. 8. wheat under Title I of PL 480
during the month and 50,000 tons from Argentina, Preliminary imports of wheat
from a1l sources during 1962 totalled 2,4 willion toms. The U. §. supplied 1,305
thousand tons under & combination of title I, sugar/vheat, cash and berter.
Argentina furnished 717,000 tons and Russis 390,000, Domestic supplies provided

about 100,000 tons,

Coffee exports during the month totalled 1,475,760 bags as compared to
1,723,412 bags during December & year ago. Total exports during the first half
of the current merketing yeer (July 1 - December 31, 1962) were 8,936,062 bags
compared to 9,713,133 bags exported during the same period last yesr. (LThomasson)

For the Ambassador

Robert Eakens
Counselor for Ecomomic Affairs

gEnclosure; Economic Indicators
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Cost of Livlngy
(index 1953=100)
Percent Increase:
Over Previous Month
Since Beginning of Year

Sales Tax Receipts’
(cruzeiros-billions)
State of Guanabara
Cumulative for Year

State of S0 Paulo
Cumulative for Year

Motor Vehicle Production
(units)
Cumulative for Year

Blectric Power = Industrial

Consumption (KWH-millions)
State of Guanabara
State of Sao Paulo

Cement=-Factory Sales
(metric tons - thousands)
Cumulative for Year

Notes Protested
Number (thousands)
State of Guanabara
City of S30 Paulo

Value (cruzeiros-millions)

State of Guanabara
City of $20 Paulo

Licensed Imports of Bguipment

Without Bxchange Cover
(dollars-millions)
Cumulative for Year

State of Guanabara

v
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1961

Enclosure 1
Amembassy, Rio

Oct Nov

647 685

4,9
31,2

5.9

2,1
17.0

2,2
19.2 21,7
10.4
82,8

9.9
92,7

10,3
103,2

12,893
119,234

13,767
133,001

12,797
145,798

46.1
372,0

419
3,878

4.4
33,0

18.4
134,2

18,128
155,601

51.5
419,0

488

4.4
374

17.9
152,0

17,006
173,729




Enclosure 1
Page 2
Amembassy, Rio

1962
Oct Wov

Foreign Trade
(dollars-millions) 2/
Imports (CIF) 112,.8 133,7 110.0 2/
Cumulative for Year 1,208.6 1,342,3 1,172,0

2/
Bxports (FOB) : 124,1  123.3 110,02/
Cumulativesfar Year 1,147.6 1,270.9 996.0

Coffee Exports &
(millions of bags = 60 kilos) 1,44 1,50 1,72

Cumulative for Marketing
Year Beginning July 1 6,49 5477

Bank of Brapil
(last day of monthj
cruzeiros=billions) ¥
Lomas to Treasury
Outstanding Loans to
Private Sector 279,8 399.9
Rediscount to
. Commercial Banks 33.4 46,1
Cash Holdings 13.3 1642
Compulsory Reserves,
Commercial Banks 61,0 111.7 107.1
Outstanding Bank of
Brazil Letters 67.8 777 82,7
Currency Outstanding 313,84/ 413,38 423,8

128,8 111.8

Bxchange
(cruzeiros to dollarj
check selling rates)
Bank of Brazil
High

Low

End of Month
Exchange Houses, Rio

High

Low

Bnd of Month

2/ Provisional

3/ Bank of Brazil lomns to Treasury are recorded on an annual basis, on the basi

3 s
of SUMOC estimates, Cumulative figures covering past years are o; no significance
since outstanding Tressury debt is periodically written of ,

4/ Cr$5 billion of this amount was pleced in a sterilized SUMOC sccount
UNCLASSIFIED
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Ameriean Censulate
Curitiba, Parand, Bresil DATE: Jamuary m 1963

ECONOMIC SUMMARY FFOR DECEMBER 1962 —
REF : OBRP Sectien 0=

| r
PR =

The demand for bank eredit December J.QBm
m. Area firms were gemer succsssful ian obtaining the

oredit required fer nermal meeds, The Bamoo &0
Brasil fiamoced the varieouws firms requeating aid to meet the
thirteenth month salary. Christmas sales exceesded expectatiens,
Exchange movemsnts remain limited due te "bonece™ payments
ranging from 60 te BO cruseires per dollar,

Labor agitation was limited im scope, and the State
Geveruments showed imoreased activities im public werk projects.

Parand ranked second te Slio Paule im 1960 (the latest

statistios) by having foreign capital investments of 7.1
millien dollars te the latter's 63 milliem,

Parand retained its pesitien im 1962 as the second
largest cotton producer im Brasil,

/1.

ee.t Brasilian Desk, Wash a (1)
American Embasasy, Rio Janeire (1)
Counseller of Enbassy for Comsuler Affairs, Rie (1)
" imerican Embassy, Brasilia (1) 3
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I ASRIOULTURE
1. Ceoffes

398,575 sixty kile bags of Parank ceffee were shi
dnriu December through the pert of Parama wereas 63 110
hr were shipped dur: November, Of this, 3 9,575 MII wore
od abread sud 19,000 bags te other Brasilian
en, 20,000 bags were shipped from Amtenina h nu: and
30 bags were pped to Recife, The totll lhl. ped tnn‘l the
seaports of Par ud ln ¥ 1 te December
31, 1962, amounts te 3,035,927 bags

Y slum of Parani coffee farmers was held im Londriza,
Worth Par in mid-December, and suggested the creatien of
ceffes ylmu-l' cocperatives to solve labor amd social problams
a8 woell as te exercise thelr influence im obtaining a more
faverable ecomomiec pelicy fer producers.

Bources:"Didric de Parand”, Ouritida, December L, 12, 13, 18, 19,

23, 27, 1962
"Estado do Pevanmk", Curitibe Decesber 6, 13, 27, 29, 1962
“Gaseta 4o Pove®, Curitiba, December 6, 11, 13, 27, 1962
"Tripuna de Paramk”, Ouritiba, Desember 6, 1

"Titima Hora®, Curiiiba, December 6, 11, 17, 22, 24, 29,

1
Feliciane Guimarfies & Cla,., Curitiba
Guarmsri, Machade & Ois,, Curitiba

2. MHate

The present export quots system, which vides ar
export qutn of’ cessed mate te the pri markets, po;&
benefits the %raditienal mills in P handle almost
of ta. The fifteen cosperatives that export umprocessed mate
have ge stooks which are unable te sell in sufficient

uantities te foreiga markets, The Celse Furtade project mu«-
or foreign sales the Naticmal Mate Imstitute which would
entlitled te requisition private firms' stecks for this pwyon
when mecessary. The Parand mate cecperatives are protesting the
Furtade project,

Boneu;'mlrh h Parand® Guitih Duoﬂu- 16
Gagets de Pove", &witiu, i
'Ultl.- Hora'", Ouritibe m.l I 11. 19
Meirelles, Scusa & Cia, Ltda,, Curifiba

3. Mheat

Follewing requests made ovu' a pe il.ol of ten yoars, Banoe

de Brasil is purchasing weat orep which is
pleatiful amd will amount te qmnnnly 158 of e total -

UNCLASSIFIED _. [Brasitign
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Brasilian erep. 1.5 billien eruseires hawe been allecated for
this ‘{:pno Par and the ':mim will receive 2,570
orus |y-llxi;r.§ob.ﬂ a specific welght of
mininum humidity of .« A itiba press lll.m‘li'r

the gonl.bl.nt: of fraud, Since imperted whest,

special subsidy, cests almost 1,000 sruseiros cheaper than
lseally muul. the mills nqz.'uuounu" their imported
stooks te obtaim 1llegal profits.

Sewrces:"Difrie de Parand®, Curitiba, December 6, 30, 1962
"Estade de Paranf", Owritiba, December 6 z 1962

» furitibe, December 6, f96d
"Tpibuns ds Parank" Ouritive, Desember 6, 7, 22, 1962
"Ultima Hora®, owl.hn, December 7, 8, 1562

ke Eye

The Btatistical ar t of the Federal Miniatry of
Agrioculture reported that comtinusd te be Brasil's mumber
ene rye preducer State im 1961, Of Brasil's tatal 19,200 tem
orep, P prednced 12,140 tons, and Banta Catarina was runners
wp with k,570 tons.

Source: "Didrie de Perani®, Curitiba, December 5, 1962
5. Barley
The directer of Banco do Brasil's Rural Oredit Depa rtment
asked the Pareni and Ssnta Oatarina Govermments te imsresse the
planting of bar in their States. The Bance de Brasil inocreased
its tu-uiz of derley orep from 308 te 60K of its valuwe,
The import barley may suffer future restrictions.

sm-nl:m(ﬂo de Parand", Curitid

Decamber 11, 1962
ta do Peve® Baritise, December 12, 1

"Hotfoia", Je!
6, Deans

Since the 1 1963 bean orep now being harvested 1is
plentiful, the Par snd Senta Catarims Govermmeats permitied the
export of beans e ether Brasilism States. Lecal shor s have
almost been elimimated, and the mmmicipal sutherities will centrel
Al o bems b T O retre srisoas 5,127 sras

as; a cea: 5, orused -
OB per 8 kile bag of white beams L] .
y:n :?tironnnn..;nlh. nm‘W,'!.-":ﬁlﬁn’i:’
m.

1le, Dsoember B, 1962

/Seurecsn:
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"‘“"“"?.’“;3‘ g;émnl", Curitiba, December 2, 6, 7, 8, 11, 13,
"Estads de Parand”, Cuwritiba, Desember 13, 16, 1962
"Gaseta de Peve", luritiba, Deeember 2, 7, 8, 12, 27, 28,

1962

"rpibuna do Parand®, Curitiba, December 7, B, :llé 22, 1962
"Tl4ims Hose®, Curilida, December 8, 13, 17, 19
“gotfela®, Jolaville, December 2, 1962

7. Petatess

The present Paraui petate orep is estimated to be sbout
1.5 million sixty kile bags, almost half ef whikb can be shipped
to ether Bragilisn comsumer States, The federsl suthord ties have
mot estsblished minimum prices of 600 te 1 500 eruseires per "to
as ugucm h{ the Parani State Oev ament, 200,000 bags will
bought and sen te Nerjheast Brasil. luwuham this will
help stabilise prices semewhat, However, the of fort to obtain
-lng- prices will comtinue to be made.

lnruu;ulru do Parané®, Ouritibe, Desember i, 11, 15, 27, 30,

"Estado do Parand”, Owritiba, Desember 2, k4, 18, 22, 1962
"Gaseta do Pove", Suritiba, December 12, 22, 29, 1962
nreiouns & Parasd”, Curitive, Desember 7, 11, 22, 1962

"Tltims Hora®, Curifiba, December 12, 15, 18, 20, 27, 1962

8, Rami

In view of super-preductisn ef remi im Pavend, the Parank

State Department of Agriculture asked the federal auntherities te
take measures to preveat the ecomemie ccllapse of rami prodnstion.
ien was requested %¢ imorease exports, 8ile
tedly against inereasing the expert of
o8 because this wuld ocause higher prices
in the demestic market,

Sourcea:"Difvie do Parand”, Curitibs, December 1, 1962
"Gaseta de Pove", -hltlu, Desember 1, 2, 1962

9. Bamasas

nutin:l.l{.umu has been dome to dats Se combat siga-
teks (ocercosporiesis) whish heavily attacked banama plantations in
coastal Parenf. A sted 50 million ocruseiro federal fumd has
as yeot met been gramfed. The P ermment is willing te oarry
out counter measuves, but the meumtaimeus terrain ef the affected
ares makes dusting by airplanes diffieuls if mob racticable, At
I:nm, the finaneing of equipment snd assistance technicians
being studied,
/Soursest
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Sources:"pidrie do hrui'. Curitibs, Desember 11, 29, 1962
wBeibuns & Parask?, Guritibe, December 1li, 1562

10, Tsber
Statistics show that, dffioulties,
Argeatisa bought 52,28 of the exported amd thus centinusd
Paranf's nusber sns buyer of pime during
follewed with 22,58, Burepe imcluding
394 of the Par pine sxpertsd, and the remsining
Justralis sad te the United States.

The Farand rﬂ Santa Catarina lumber oireles ars in open
revelt enal Pine Institute amd its Lusbe Expers
Coordimating Coumeil (COEM), They insist that the COEM's nales
agent in Great Britaim be replaced becauss hs favered Rie Grande
de Sul ezperters, that Rie Grande de Sul pay indemnisatien for
exceeding its export queta, end that the tiba lumber "entre=
poate® be imoluded in Institute fimaneing.

Ponta Gressa lumber industrialists sanounced that they
will met pay the increased Saxes due the National Pime
Institute for lwmber transactioms, slleging that the Institute 1s
imsperative and bas meglected reforestatlea in Parend.

The presideat of the Natiemal Pine Iss titute, dwring a
visit to Curitiba, promised that yeferestatisa ia Parand as
of now, receive more attemtien, and that the Institute plans the
instalistion of a paper factery to make use of the State's matural
resources.

The Natienal Pims Institute amthorised s special mon 1y
gon of 2.5 millica square feet to be experted through Parand's
uvial pert dhsulpﬂmmﬂulmhmul%,). 1'

The Paraani Govermment paid am anoieat debt of 70 milllen = |
cruseires te the Natlomal Pime Imstitute by grea that Institute
a 2,000 algueire area in the Larenjeiras 4o Sul sipality for i
the orsatiom of a refersstatien park.

) As of J 1963, contraband of tisber te other Brasilien
States via the River will be sombatted. The State Gevermment
disclesed that this ecentraband presently camses & less eof ia
Btate taxes,

a-wnn;gtz‘ﬂl do Pareand”, Curitiba, Decamber 1, 6, 7, 8, 18, 27,

"Batade d Parand”, Curitiba, Decomber 29, X
':u;;zz ds Pevo", ﬁurnl.n:.h-hr I;.kﬁ,.’b, is.“zg. 25, |
20irsats 4o Parand®, Curitibda, December 29, 1962
*Tribuna de Parand”, Curitiba, December 7, 11, 29, 1962
"Ultima Hora", cu-s.hn, December 3, I, 1962
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To alleviate the anticipated shortage im Ouritiba in nld=-
1963 (the dry seascm), the State-cemtrolled COPEL electrisc power
cempany has erdered thres @i diesel-elootric power plants
p:'ohol.:h:l.o,joo kilewatts fer installatiem by March 1963. The
sunicipality bas donated land, and the CODEPAR State holding and
financing will lean kb6, 491,266,00 cruseiros of the
necessary total inveatment ¢ h,u olilth 400 cruseiros.

The Figueira thermo=slectric powsr plant 1s now in the
experimental stage and will slectris power te Cemtral
Par beginning in Pe 1963, Its 20,000 kilewath initial
eapacity will subsequent! imoreased te 120,000 ::i:'“.' and
1ta power W11 be mipplied te South and Ceastel Par Pigueira's
( A) werk sspital was inoreased frem 300 millien to 2 billiom
cruseiros., Ponta Gressa will reselve power from Figielire through
the lecal comsessienary Companhia Preds de Rletricidade, & Brasilima
private company.

The 1 kilewatt hydro=electris power plamt at Salte
Grands do I‘l‘ﬂl msaring cempletien, This pl will lwgh
sleotrie %o the southern and central mumicipalities o
UniSo da Vitéria, Palmas, Guarspuava, Nellet, Sio Mateus do Sul,
snd Prudsntépolis, smong others.

The Swiss Government offered financial assistance to the
Parend Govermment for the purchase of electris power equipment
the State's COPEL amd UTELFA eleciric power companies. The Sovie
are interested in the 38te Quedas hydre=slectric project, the

plans of whish were preposed by the Narcondes Fearra: em

fizm, It is estimated that less tham 1 billiom dollars would be
needed to complete this projest, Previeus projects were drawn up
by Japamese and by Brasilians,

The electrificatien plen of the Santa Catarina Government
requires investmenta tetalling 5.5 billien ocruseiros, Ia 1963, the
State's slectric teatial should be 351,980 kilewatts, as
compared with 92,531 kilewatts ia 1960, The Goverament's five year
electrification p. can novw be emented '3
received frem the South Bragil Ecomemic Develepment Council and
Bank which, sa Dessmber 20, 1962, allesated a further 700 aillion
cruseires for tais purpese,

Sources:"Didric do Parsmd”, Curitiba, December 1, 6, 7, 27, 28, 29,
Parand”, Ouritiba, December 1, 2, 6, 6, 9, 12
23,21,2,2.0’ e, s 29 0 0y 7 A5,

;s“?g‘ ;5 p;;z;, furitiba, Dessmber 6, 8, 16, 18, 22, 25,

"95ibuna d¢ Perani”, Curitiba, December 1, 7, 12, 29, 1962

/"Ultima Hore"

UNCLASSIFIED




UNCLASSIFIED 7
«lle AmConsulate, Curitiba

"gltime Hera®, Curitids, December 1, 5, 6, 7, 10, 13, 15,

29, 1
ﬁ:ud-‘ Flerianspelis, Desember by 23 1962
“Notisial, Joluville, December 22, 28, 1962

VIII. D c COMMERCIAL POL:
1, Eeetriocity and Water

of November 23, 1962, Curitiba's Ferga o Lus
do Parant (an Ameriocan and Poreign Pewer subsidiary) ineressed
1ts retes by 55K, This drew heavy oriticism and caused renewed
expropriation demands,

In erder to stimulate veluntary water rationing, the water
tax im Curitibs was ineressed from 3 te 12 cruseires a cubie meter
er fractien thereofl,

Sources:"Dikrio & Parank" mtﬂbw-ﬂn 29, 1962
"Oazeta 40 Peve", furitiba, December 29, 1962
"Tribuns do Parand®, Curitiba, December §, 1962
"Tltima Hora", oud.hh, Decsmber 6, 1

24 P s and tid 17

As of Jemuary 1, 1963, the Flord 1is passenger bus
fares will be muuu' S’d the ?mﬁ.!:ﬁmnn ssen

s and the h‘u-‘hh bus fares are
increased, toe, in the mear future. Om hm; 1
of freignt in Parsnd and Sawta Catarina will be
Paxioab fares in Curitibe are under study.

sourcess"Difiric de Parank®, Ouritiba, December b, 16, 27 1962
TEtidy do Paramd® Ouwritiba, Desember 23, 25, 1962
"Oacete 4o Pever, Suritiba, December 27, 29, 1962
arand®, Curitibe, December 17, 22, 1962
S Ourilive, December 2, 26, 1962
‘ Flar 1is, December b 1965
“Not{cial, Joimrille, December 21, 1962

3, Flour and Bresd

Curitiba bakers allege that thelr wheat flour supplies are
20% short of the menthly total ef 28,000 bags, vhich the Supply
nd Pries Centrel Office guarsateed them. The sti imdustries,
tos, eclaim that there is a flour shortage. The 1o has mot
actnally experiemced a bread and pastry predust shortage, Flouwr
shortages and the be of blask mar wansactlons were
reported in Jeinvills and Itajef, Santa Catarima,

/Seurcess
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Sourcesi"Gaseta do Pove", Curitiba, Decamber 15, 1962
"rltima Hora", Curitibe, December 19‘2
*yeticia", Jeinvills, December k,

he Blss

Parand and Sante Catarina have net recsived the rice they
were promised by the Rio Gramie de Sul Rice Imstitute. The shertage,
especially im Paranmi, comtimies te exist, since Rio Gramde do Sul
prefors to sell its rice %o Guanabara for a higher price.

Seurces:"Didric do Parani”, Curitiba, December 7, 1962
"Netfela®, Joimville, December k, 1962

5. gugar end Sal¥

The retail price of s I.nhn-l.untwtm?hbo
cruseires & kile amd the re price of salt from 30 te ]
eruseires a kile, Further increases of wp 0 15 cruseiros a kle,
for both ccsmodities, are expected in January 1963,

Sourees:"Estado deo !u-nl'. Curitiba, December i, 1962
'lbninn de Parand®, Curitiba, December ﬁ, 1962

6, Christmas Business

(hristmas sales were greater tham ever, resulting frem the
obligatery thirteenth menth salary and extended credit facilities.
Although prices were betwesn 30 and 1 highsr than during the
1961 season, sales im Curitiba were up in volume and 3008 in
value, Scms shops, selling elethinmg and es, had either empty
shelves er nﬁn& te sell amy more of thelr stooks.

Sodrees:"daseta do Povo", Curitiba, Decamber 12, 13
"ipipuns do Parend® is

25, 1962
miﬂ.h, December 15, ilg 1962
*gltime Hora", Curifiba, December 6, 26, 27, 29, 1962

1x. FORELGN TRADE AND COMMERCIAL POLICY
1, Parand Porelign Trade
to the State Btatistics Offise, Pareni imperted

Acoor
uztag 3361, 2]y, 210D ruseiics ofsatety TRALSHAAR 12,0
million oruseircs of other oils, and 119.3 million cruseiros of
tractors. Gasolime, ell o1l derivatives made up 76.8% of
imports in weight mnd 110,88 in value, Since Farani's ewn wheat
oreps are imoreasi sonsiderably and since there is a
of eil prodoction at SSo Mateus do Sul, importation of these commo=
dities may gradually diminish in the future. /

'Seuroet
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Source: "Cerreie & m-;nii.'auun.,
December 29, 1962

2, Bast Gormany

On December I, 1962, an Bast German trade mission visited
the Santa Catarina Govermor and representatives of tiee Govermment
and the State's industry sand commerce, The East Germans offered
all types of machinery, imcluding readbuilding and textile
-oh!.n‘r{ technical assistance, and favorable payment conditions.
The poss hli.ty of imvestments was also disowssed.

Sources"Estad", Flori 1is, December 1962
"Notieial, Jomi..‘l.!:. Déc ember 9, ﬁ&z
3. Red Ohina

A Red Chimese trade mission ef six, sccompanied by two
high-ranking Bameo do Brasil effieials, visited Cwitiba en
Desember 13, 1962. visited the P Governar nd..:zvitod.
by the State Govermmeat, they visited Assal in Narth Parand,
Brasil's most important cotton producing municipality. They
oiru-u total er ’u-:m pum.chuo of ﬂuz:nt:d luthn ;:op
at a compensat price, pay elther L ater. o
dollars or by ﬂutor {ransaction of textile amd T“ tural
machinery, There are no reportas concerning the miss on's success.
However, since the majority of cetton stocks is in the .hands of
firms with strong American ties (Sanbra; Anderson Claytom), amd
since the small preducers and cooperatives will hardly be in a
condition to satisfy the quantitative demands of the Chinese, 1t
is doubted that the mission was successful,

Sources:"Diéric do Parani", Curitiba, December 12, 1962
"Estado & Parand”, Curitiba, December 12, 1962
"Gaseta do Povo", Duritiba, December 12, 1962
"Ultime Hora", Curitlba, December 12, 13, 1962

L7
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Avthur W, Feldman
Ameriom Comsul
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INPO: Amembassy, Rio and Brasilia

smerican Consulate, Salvador DATE: January 18, 1963

‘eekly Swmary, Salvador

-
POLITICAL: : »
sctions: Althouzh the Governor, federal senators znd devuties

elscted on.October 7, 1962, received their "diplomas" on Jarmuary 10
(see weekly review of January 11, 1963) the Hayor of Bahia and municipal

ald were not officially dnlm-ed alected until Januiry 16 and will
receive their "dinlomas! on Jammary 23. Irregularities in some voting

districts delayed the announcement of the election of municipal repre=

‘sentatives. .

Comment: -Had it not been for the pressurs exsrted by Governor-elact
Lomanto to have his "dioloma" prior to his trip, it is
possible that certification of all elacted of ficers would
have been held up until now.

Ministerial Post for Bahiant TRumors ar's soreading that lanoel Caval-
canti de liovais (Pi) is beinz nushed by Goverror-elect Lomanto as a candi-
date for the Ministry of agriculture.

c t: Novais panied Lemanto to Brasilia in a dewn flight cn
January 11 for a conferencs with Goulart. He is a patron-
age politiclan of considerable infliience and may well have
come to an agreement with the Governor-slesct to be spon-
sored 28 the FR representative in the Cabinet. -

The'Plebiscits: The count in Bahia as of Jamuary 16 stood ats
Yes: 35,156 Nos hlids 890
L Sergipe: The political temperaturs in Sergipe is rising as a result

w20 the part of icting Governor Dionisio .rarjo lachado.
i PS-323 : SE
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Commant: Doria is to assume office on Jamuary 31. After that, while he
. i -ean still blame the nast administration for leaving no money in
- the till, he will have to contend with the Legislative Assembly,
which Machado blames for nassing measures carrying expense bur-
dems without providing for revenues: . .

Bahian Financial Troubles: The State Goverrment of Bahia has reported
that its income is increasingly imsuffieient to pay nublic employees, and that
it ia therefore ~pplring for s Federal loan for this purposs. Desplte this sit-
uation, a recent bill autnorizing the dring of doubtfully needed additional
employses was signed amicst newsvaper eriticiam by the governor. Hapnily, a
sindlar tut even more flagrant bill sank under mounting eriticism in the muni-
eipal chember of Salvader.

Comment: Political hirings by lame duck administrations are, of ccurse, a

. fact of Eragilian putlic life, ard are not exactly unknown else-

where. fla,1 !
ECCITMIC: . 3 g : ]
. Hew lead refinerv:t A workdnr zroun oharged with selecting the site of a
Petrobras Utetra-stivl! lead rafinerr in tae Salvador bay area.lzs decided to
locate the nlent in Santo imaro, at the northern end of the bay. Work ocn the
plant is axpected to begin soon. . X -

Cocoa shippers' troubles contime: Shinpers are :fraid that their contracts
for the sale of cocoa presencly stocked at tae port of Ilheus will snortly be can-
celled. Because of the nhigh stevedore charges previously reported in our weakly
sumaries, foreisn vessels ro longer load cargo at the port of Ilheus. Brazilian
government-ovmed national vessels will, novever, still accept cargo from itlere.
However, the four weak old rational naritime strike has almost called a halt to
shipoiry by this sourea even though some ships are being operated by Brazilian
naval crews. Singe the time of delivery specified in many of the contracts was
the end of December, the Bahia Cocoa Trade Cormission bas addressed taelegrams to
President Goulart -rd the ‘inisters of Finance and Transportztion requesting that
nrgent relief measures be taken.,

lew carbon hlack mlant: The nress arnounced the grant of a two million dollar
eradit to the Ccuvanhis de Carbonos Coloidais ~or the construction of a carbon
black plant in the Salvador area.

Gasoline Prices: The 70% rise in the price of regular gesoline and 150% rise
in high test pasoline wiich went into effect during the week has brought a general
howl of consternation. ' x :

Comment: Wliile a price increase had bom expscted, the size of the jump took
= .consumers by surprise and has caused considerable speculation over
r.he[ ‘i.gtplicati:om of this measure on the general cost of living,

N i A, A/{/
Hl.:){n H. Mididff
American Consul
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SUBJECT :  Cu:going Gov: -aor of Sdo Paulo Gives Opinions on Political
and Economie Situation in Brazil and on Alliance for Progress.

REF

= * "
Summary: I'he Goernor of Sao Paulo recently reiterated
his support for the Alliaace for Progress, and referred to

foreign private investment in Brazil as "indispensable." He
called for better relations with the U,S., while also advocating

an approximation with Russia to benefit Brazil's trade and
economic development, KHe iadicated that he was not a candidate
for office (evidently thinking especially of the Finance Ministry)
and that he wished to return to private life, though he left open
the possibility that he might be drafted for public service.

The Governor of the State of S3ao Paulo, Profeasor €arlos
Alberto Alves de CARVALHO PINTC, expressed opinions on key
Brazilian problems during a press conference January lb, 1963,

The opinions expressed by the Governor are of interest in view
of the possibility that he will continue to be an important political
figure in Brazil and also because of the possibility that he mignt be
available for an international role in connection with the Alliance for
Progress, which seeks to achieve goals in many countries of Latin
America similar to those he has been so signally successful in achiev=
ing in Sdo Paulo, The Governor, whose term will end January 31,
enjoys wide respect for the probity of his administration and his
success in implementing a four~year Plan of Action, which is an
outstanding example of what can be achieved in economic developmaent

L 2 |
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and social welfare in Latin America.

Highlights of the Governor's staternents, as quoted in the press, include
the following points.

Alliance for Progress. "The Alliance for Progress, as acknowledged by
President Kennedy, is capable of being reformulated so as to be less a wel~
fare activity, less paternalistic, and more objective and global in regard to
the needs of the underdeveloped countries,

"It is in precisely the present economic and financial situation that the
use of the resources of the Alliance for Progrens is most necessary. But
we must create administrative and political conditions which are tranquil and
insure good and impersonal use of resources,"

Foreign investments, "I regard the collaboration of foreign capital in
our country as indispensable in order for Brazil to attain a leading position
among the great nations™

Foreign Relations, The Governor called for "better relations with the
Unmm%ﬁﬁrdmam friends, " but said it is also desirable to have
"an approximation with Russia, on reciprocal terms, which will be advan~
tageous to us in regard to our ic develop t and in our trade
relations."

Concerning Cuba, he said: "The preservation of national sovereignties
is a basic principle....and does not justify acts of aggression, interference,
or injunctions of any kind which violate this basic norm of international
relations,"

Thres Year Plan, He characlerized the Federal Government's Three
Year Plan, recently drawn up by Celso FURTADO, as "opportune" and "well
oriented, " although incomplete or sketchy in some regards. The essential,
he said, is to start putting it into execution without delay and with firmness
and courage, He emphasized the need for a coordinated approach, pointing
out that individual measures, such as doing away with subsidies on petroleum
imports, can do harm unless other measures are also carried out as part
of a carefully planned program. i

Presidentialiam, He applauded the "m ity" shown by the Braszilian
electorate in the referendum of January 6, when it voted for the return of
presidentialiam, “which I believe is the regime most compatible with our
socio-sconomic situation." He advocated doing "everything possible to

hasten the return of the regime which the people desire."
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Finance
8, Money and Credit
be Foreign Exchange
¢s IDB Loan to Paulo Afonso Project
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Socio-Bconomic
a, Cost of Living
B, Health Conditions

1, Susmary

The six month peried between July 1, 1962 and January 1, 1963 recorded
some short term improvement in the general economic situation in the Northeast,
though the basic problems remain, Cotton and sisal crops are promising, and
sugar production, though down from last year, should remain at a fairly
respectable level, Business, which had suffered a sharp slump up wntil November,
by year's end was experiencing an enesgetic recovery (resulting largely from
inflationary conditions, however, which undercut profits). Credit, extremely
tight until the last two months of the year, eased off noticeably by Januarye
The inflationary spiral continued its ever upward trajectory without check and
various estimates placed the increase in cost-of-living over the last six months
in this ares at sbout 30 per ceant, with an estimated increase of 65 per ceat for
1962 as & whole., Because of the inflaticoary spirsl and generally unsettled
conditions, the investment climate remsined ppor, However, some new industries
are beginning to i d i in the Northesst, and various tax
reduction sch offer 1 ting possibilities for domestic investment,SUDEME
figures quoted in the mew Plano Triensl, moreover, indicate that the Northeast's
share of total private capi ] ts for the country as a whole rose from
1,9 percent in 1958 to 5,1 percent im 1961, still obviously woefully smalle m”
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quoted in the same plan show that income in the ares has also risen
slightly (theugh se slightly as to be almost imperceptible)s The
Northeast's share of the Gross National Income (GNI) was only 13.9
per cent in 1955, for example, but had risen to 15,9 per ceat by 1960.
Of course, a 2 per cent increase over a five year period is not
particularly encouraging, Moreover, the area’s 1960 share is actually
smaller than that of 1950, when the Northeast enjoyed 16,4 per cent

of the GNI. The/crease from 1955 to 1960 is significant, nonetheless,
mt only in that it points up at least some smll improvement, but alse
because it indicates that the trend toward declining income has bden
reversed; this inasmuch as the area's tare of the GNI dropped steadily
from 1950 to 1955, and then from that year forward began a slow clisb,
Per capits income followed a similar pattern. In 1950 per capita
income in the Northeast was only 48.5 per cent of the per capita
income figure for Brazil as a whole, This had dropped to 42,9 per ceat
by 1955, but from that yesr fosward saw steady improvement, By 1960
the Northeast's percentage was 50.6 per cent of the national sverage,
& definite improvemsnt over what it had been in 1950, Even so, per
capita income in the Northeast is still less than $100 (US), ome of
the lowest figures in the western world for an aresa of this size and
population.

Alliance for Progress made some headway during this six moath
period, with most progress concentrated in the social development
fields,

In sum, the economic situation in the Brazilian Northeast during
the past six months, though still most depressing, was at least no
worse, and in some ways reflected improvement over the six months between
January and July of 1962,

11 Ageiculture
a. Sugas

Though the 1962-63 sugar season officially opened in the Northeast om
September 1st, most usinas did mot begin large scale cutting until several
weeks later, Not only was the cutting delayed this year, but due to late rains
the crop itself is expected to be considerably smaller than last year's,
Pernambuco’s overall production can be expected to drop from 13,290,000 bags
(60 kg.) to between 11 and 12 million, with both Alagoas and Paraiba also
reporting reduced production figures, Yield per unit of land and per uait of
cane also continues to drope
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operating in Alagoas, Eight wells were producing in commercial quantities,
baving & combined production potential of 500 barrels & day, Production
is held well below that level, however, by & lack of storage space,

Pour additional wells sre potential producers, but have been capped off

as their production rate is too low to Justify their operatiom,

b, Dry Hole in Fernanbuco

Petrobras' exploratory well in the Permambuco sertao, near
Ibimirim, was capped off the last of Decenber after hlﬂ:; reached &
depth of approximately 6,000 feet, The second well drilled by Petrobras
in Pernambuco, it was, like the first, a dry holee

c. Lobster Exports

The lobster season (to the extent that a “season® exists in the
Northeast) began in September, By the first of October, 490,607
ibs, of lobster had teen shipped to New York through the port of Recife
at the official price of US $.80 per pound, & welcome source of foreign
exchangee

ds J se and French Fishi ts

During late November and early December customs officers in Recife
temporarily impounded several Japanese fishing boats for investigation,
charging them with violations of their sgreement with the Brazilian
Governmant, During mid-December, too, port suthorities refused to
sell fuel to two Jap boats, supposedly on the grounds that they
had been illegally selling their catches outside Brazil, a violsticn
of the agreeméntes

In late July two more Freanch fishing boats :.ohcta:hLuff the

Northeastern coast were acrested and brought into porte in previous
cases, they were well outside the three mile limit, but on the continental
shelf, Brazilisn suthorities again emphasized that for putposes of
protection of fisheries and mineral deposits they do not recognize the
three mile limit, Instead they claim jurisdiction out as far as the
edge of the continental shelf, in this area sbout 40 miles off shores

IVe Transportation and Comsunications

a. Port Facilities; Dredging Ceases

Port of Recife authorities snnounced the end of December that
dredging operations in the harbor had been halted due to the failure
of the National Department of Harbors, Rivers and Canals to conclude a
pew contract with the dredging company. Recife's port facilities
are congested at best and even with the dredge at work the harbor wa
silting badly, Several ship captains have reported difficulty im
mAneuver within the harbor and unsafe depths alongside some of the
wharfs. dredging operations are lu.scantrnund over & protracted
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Enclosed are ten coples each, Portuguese and English, of Ambassador
Lincoln Gordon's spsech, "Development of the Northeast and the Alliance
for Progress," delivered in Sio Paulo Jemuary 2li, 1963,

Wy hrwane

Bﬂ,‘ N, Ware
Aoting Publio Affaira Officer
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@ General Economie -- Governor
ect Addresses Sao Paulo Industry 0
Leaders. 3 A.D. Ventura

1., General Economlic -~ End of Subsldy on Petroleum Products
an eal rrovokes Sreep Price Hise.

= incregsed
The S@o Paulo cost-of-living/in 1932 whby S1.8 Qg:gen?l
probably the hizhest annual increase yet recorded In Brazil,
and since 1t far outstripped Rio de Janeiro's increase of 52.7
percent for the same period, was viewed with rising concrrn by
830 Paulo's business community and the public_in general. Now,
however, some an- lety is belng expressed in Sao Paulo at the
chain reaction trigzered off by the increases in the pric-s of
petroleum and wheat products resulting from the cancellation of
the import subsldles on these products and the establishment of
new controlled prices ranzing; from 60 percent to 125 percent
higher than the prices previously enforced. Local observers
fear that the psychological factors and speculative activity
following this sovernment measure may ralse Inflation in s@o
Paulo during January and February to the highest monthly levels
~ver reached. This situation mizht be aggravated even further
if reports that the authoritles plan to ease bank credit are
substantiated.

So far, freight charges by interstate truckers have been
inereased it5 percent, cab rares ©5 percent, liguifiled petroleum
zas 4U percent, macaroni products 55 percent and it ls estimated
that the cost of bread will go up an average of 40 to 50 per-
cent. A number of manufactured goods which direetly or indivectly
depend on petroleum by-products or are teansported over any sub-
stantial distances, are already being sold at wholesale and retall
levels at prices ranging from ¢ to 35 percent above early January
1ist prices.

Comment: The loecal business community generally indlcated
1ts approval of the government move to end import subsidies as
a First step toward an eventual stabilizatlon of the economy,
and compared it in scope to the exchange reform instituted by
SUMOC instruction 204 during the QUADROS administration. Now,
however, several observers point to an apparent inconaistency with
one of the aims of the FURTADO three-year plan (see A-205 of
January 9 and A-210 of January 11) which foresees a drop of

P A L
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10. Labor -- Wage Increases Continue Around 60-65 Percent.

830 Paulo ceramic industry workers recelved a 53% wage
increase up to a monthly maximum increase of 25,000 cruzeiros
under a new one-year agreement effective January 1, 1963.

The azreement also provided for an addltional 15% increase at
the end of slx months. Office employees in Sdo Paulo newspaper
and mazazine publishing houses also won a 53 increase over
wage levels of January 1952 in a new one year agreement to take
effect January 1, 1963. Santos laundry and dry-cleaning workers
recelved a (0% wage increase effective January 1, 1952.

11. Labor -- Companics to Pay Bonus in Addition to Compulsor
Xmas Bonus.

The 880 Paulo Regicnal Labor Tribunal declded on January 16
by a 4-3 margin that companles which customarily paid Christmas
bonuses to thelr workers would still have to contlnue paying
these bonuses in additlon to the thirteenth month bonus estab-
1ished by law in July 1962, This decision will affect many
companies in this area, including a considerable proportion of
the American firms.

Comment: Many unions are now expected to demand payment to
workers of bonuses pald in previous years but elimlnated in
December 1962 with the lmplementatlion of the mandatory thirteenth
month bonus.

12, Labor -- Taxi Fares in S3o Paulo Increase 66 Percent.

Followlng the sharp increase in gasoline prices resulting
fpom the Federal Government's removal of foreign exchange
subsidles for petroleum imports, the majority of Séo Paulo
taxicab owner-drivers suspended work for three days l/.
Negotlations between the unions representing the owner-drivers
and the chief of the S3o Paulo Traffic Division led to apreement
on a G6 percent fare increase.

;/ The owner-drivers claimed that they would be operating at
a loss under the old fares and the new gasoline prices.

1%. General Economic -- Governor Elect Addresses S3o Paulo
Busincses Leaders.

At a banquet offered in his honor by the Sao Paulo
business community (classes produtoras) on January 23,
Governor elect Adhemar Perrefra de Barros outlined his pet
economic assistance program Allanga Brasilelra para o Progresso

UNCLASSIFIED
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POLITICAL: s
Governor=-elest Lomanto's frenetic action in returning
to Bragzil on ©he day he arrived In New York (January 22) has
| been the sublect of considersble local speculation. The press,
kindly, has not played up the event so far. However, one of the
 local radio stations with leftist, anti-Lomanto leaninys carried
| a saveraly oritical statement this morning ridiculing him.

oz

Comment: Lomanto has showm nimself in a bad light by
nhopping back to Brazil and being ineffective
in whab is fairly well known to have been
his effort to oppose or at least offset
Antonio Balbino's influence in the nationel
.government. It is apparent that he has
pre judiced his standing in nationsl af-
fairs, end his effort to gain prestige
before embarking on his administration
Has had a severs set-back. This lends °
even greater importeance to his visit to
the United States and elsewhere. While
his erratic movements have not made 1t
any easier to bLe woll received, ne will
need to capite ize on nis contacta abroad,
and it is hoped a good program can atill
be worked out for him.

Governor Juracy Mazelh@es, who has beon in Rio de
I_.Taneirn for the past iew days, 18 reported optimistic over
DEPARTMENT Please pass to Recife. -
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Representatives of Mexise®s "Pemex” apd Brasil®
state petroleus erganisations) bave besn mee
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expansion of both natiosal industries.

change of
of
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Brasil,

exporting its yroducts, but of unuu.:; capital in other eountries.
to Pemex®s president, the organisation®s preduction imcressed from 50,000
of sparstion, to its yresent eagasity
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FROM: Rio de Janeiro
T0: Secretary of State
NO: 1352, April 7

PRIORITY
FROM SACCIO FOR SHRIVER
JOINT EMBASSY/USOM MESSAGE

Program proposals pouched March 29, arrived Washington
March 31. Invoice A-237, Bag B=4605.

Duplicate sent airpouch No. D=7692, invoice A+246 April 7.
Presume arrival April 10.
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SUBJECT: PREACE COEPS
Peace Oorps Visit (4-8 Club Project Proposal)

|— There is attached FYI a report on the recent preliginary survey of
possibilities for using Peaoe Corps volunteers in 4=3 Club work in Brasil.
The Beport was prepared by the USOM teohnicisns who partioipated in the
survey with Messrs. Derek Singer and Ueorge Coleman, of the Peace Corps
and Mr. Warren Sohmidt of the National 48 Club Foundation., The Beport
inoludes translations of the "Proposal” sent by ABCAR to the state extension
setvices and the questionnaire by which the state services will indicate
formally their interest in Pesce Corps 4-3 teams and the support they are
willing to provide such teams.

Tt will be noted that ABCAR hopes to be able to inform the National 4-8
Club Foundation of the results of this inquiry by July 20, 1961.

For the Ambassador:

n

Robert W. Herder
Aoting 'UsOM Direotor
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: 'tl ven 3 months and erien’
lﬁw. th emphasis on language, and then sent to Brasl,

These presetations were followed ‘1 ununou of the
4=8 Clud in the stste, how the teams might be used, at
what level, supervision, transportation, housing, counterparts,
sotivities, eto.

In all osses the Peace Cerps mmihmpudi-rou
received. The Extension Direotors 1“ eod their willingness
$o 0 copsrate and the desire to use & ted mhr of teams,
g:'unu-m. they would certainly want more 'h-l in the

| 1Y

The mos+ important features of the meetings md discussions
are listed below:

1. mm-umm“uﬂwmﬂ use & minimum of
18 toms and &

saxizum of Bahis and Es ] ;
nnnmmm:numitmmt -.:ﬂ”

not use more than ome team

m lht- were ul'u willing te use non=00 teans,

wnl [ -tmn;o tor e
g:n- or
mu:l.ﬂln 3§ ohh work.,

lnoort--ﬁumubothnm a-pm 3

the Peace Corps

All of the stsb %o provide office spi e
u-rou'rn:l 7-” mi-tmm
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expressed the desire for the progrmm to ocontinue
than two yearw,

The states did not think 1t wes {r-il.u.l to give ﬁ.:.
to Brasilisn eeunterpar agents, It

-uhhmnhh_lntqmn-#mh
wm suscesaful operation € months or

The states utuitntmh—ommu.ﬂm
wntil after Jemgery 15, 1962,

A meeting was held with ABOAR the morning of Jume 2 with
the following people present:

:.ci‘;‘ %u::: Mlﬁi'uh
L] Executive -
;“ltn. -unm ﬁ‘ Goids

Helen 3jorklund =
Trod Barber — m Advisor,




ABOAR %0 serve as lisison between the ﬂw
:::tu and nmnz Hﬁl&b .ﬂmnu;n. == ,1:' g“

coordinate =m moies ;
who will be imvel ™

ABGAR also agreed to take the responsibility !bx- uuliu
s n&z ¢ the Peasce representatives' proposal “fad
ﬂnu so that they would kmow the status 0! the .

With thie this report there would be a short questiomnalre
whioh when filled out and signed the Extem~

serve as m indication of a state's in-

Peace Corps Tesm (8) to mesist in the deve-

:I.o’llnt of their 4-8 Clud programs.

Not later than July 20, ABCAR expected to transmit
these requests to the l.uonﬂ. 4=H Olub Foundation.

Attached as snnexes are the twomttudhlum
£ rnu the questionnaire; letter of trensmittal to
sta




During the period Jume 7-23, 1961, uuaum of the
U.8. Pence Corps Pro |ﬁ¢ll m:l
’o Ouy § and the Int

g'-:.u ﬂ.:.".‘.‘ﬂ

Pono:
mm.mtct | 4=8 Olub in
of the proposed 4-H Club Pesse
s investigation.

8 general m
Cen- m:on resulting frem
GENERAL, DESCRIPTION OF FROJECT
I. Rugrpose
To provide Pesce Corps voluntesrs, as desoribed be-
low, to work as Ext Club techniocians,

t’mm( ;."'."1"3"';.-1..1-. agents
[ ) 8 on
with the dev % of their 4-8 Olud n::“

n.w

N_W DeCe = A new U.8, Go-
anmmmu

%o work om . m-m.. development abroad.

O Nk R
ey N

mrl“dﬁth “'Inﬂ:

Qorps to mutumn-um

nu-% being set up iniktally fer s

e L B

ko




The 'm Corps voluntesrs work im -
of one md one young &
ey 'i;ﬂ.'a“ "Tﬁ“ "ﬂ=i Pt
4-H Clud experience as Ma :
A AitesTous of Taus sespeion: St fons 12 eihiy, Seven ote " T4
Extension work experience ia the ThTted Btatens oo
tar. Following thiee, asnthe of sraiming, s “ma'"
bo-.-'l.nd : for 21 months. li.ﬁd !
tentien uu be hlrc that
thqr oan work 4 with the local people.

cgﬂnctﬂuv.l. yelunteers would be
nuumn lub Foundstion.

U8, Project Supervisors
ervis: A national pro
“m::’” uglnglmmintommht
&
- It is nuntd that thres area

A

of the




.-“ml’ﬂ aress to which the U.8, vyoluntesrs might

(1) Asesisting with the recruitment uh-mu md
training of loosl voluntary 4-8 Olud B sders)

2 n-m.u ecifio technical ﬂi‘lﬂ assis tane
= =:ln¢ to club members un-;iu out .
ﬁln' projeots;

3) Help: to promote md train members in carrying
» out rlaliﬂnﬂ:i demons trations

(4) Helping to arrange for exhibits of members projects;

(5) Assist with olub orgmnisation officer treining
and recreation; -

(6) Help with the preparation of 4-8-eiub materials

It 1s suggested that a detailed :Nﬂll and plan of werk
be set up for the guidance of each U.B, voluntesr tesm.

VII. Brasil]isn Ceunterpar ts
pcntut. it ie hoped that full-time Brasil-

Whenever :
ian Ountu-nn- will '::tud E 8

two or three monthe of special mm.uu

States, at the Peace Oorps expenmse,
sion technipians werking as e mtmu
the U.5. voluntesrs.

VIII. W

As a contributien h thie prl:ut. M m
ting state will be asked to provid
to eash U8, “mtm toams




- U.5. volmtesrs orientation ia.
- U.8, volunteers ott‘nh
m:-m Servie dpc?

- VTolunteers assigned to looal or
regional offices x -ubun
-l.“.!ou:. -u-u-ﬂ extension
program and personnel,

= One week Ares EENEFgAELE re-
orientation -uthn of U.8.
volunteers and Brasilisn coun-

tmnhlr.mnﬂn

1II. Eyalustion

1t s posed that s specific evalustion
n nt owpm vo:lr hy tlnﬂ. 4-! chm

%o mcﬂnﬂsﬂl o! thie pm

m.«.mm

It should be understood that, sxmais as nlm.
the U.85, Peace C volunteers are fres to return home
at any time, this become necessery. If for
uﬂn :I.t :I.l folt thet a volunteer should be sent he -
sy one of um::uusunru_xm to .
; this uitu. It is $
:ohﬂ; make the

(1) The State Extension Service invelved
(%) ABOAR

(3) The m 4=-H Olub Foundation

(4) Te U.8, Mubassy in Bresil

(5) %he Peage Oorps




TOR THE USE OF U.8. PEACE CORFS TEAME
IN DEVEIOPING 4-8 OIUB WORK

mtunmmmau needed from each State Be-
mtu Service in order to complete arrangements for reorult-
amt md training of volunteer workers.

1. Neme of your state _
2. [How many tesms (one man snd one woman) are you requesting?

Illh would your team (s) be looated?
s, Name of Iocal Office (®)

b. Heme of Regionsl Office (»)




Tetter to 8 Affiliates
Oontacted on Peace Corps Progranm

In & nee held June 23, 1961, in the ABCAR office
with representatives of IOA l.ﬁnni
Peace Oerps, In hnl
President and Directer of ABCAR, the Peace Corps
tional 4-H Ulud Foundation representatives made a detailed
:-:pc: of the visit they made with the eight States Exten~
sion Services.

At thie meeting these representatives expreased their
sincere thanks snd appreciation for the ocoo ation snd
hospitality they received from the Btate ion directors
and teohniocians with whom they came in contact.

After um this r eport, ABCAR continues to have
great interes hope for & program of this type to become
a rnlil{. mu:me ott' ::1:1‘:“-. ir m:ﬂ :ﬁnnl, "
ocan oreate a great impac improvemen evelopmen
of the 4-8 Club program in Brasil.

In order to proceed with the mext steps, in developing
this project, it was decided at this meeting to prepare a
8 of t{u points discussed with the States and the re-
[ ] of these discussions.

The National 4-E Club Foundation needs the information
contained in the questionnaire, ss soon as possible, in order
40 conolude con tusl arr nte with Peace Corps.
ZBCAR has agreed to-.obtain g informetion and forward it
4o the National 4-H Club Foundation, by Nl{nﬁ therefore ,
ws would sppreciate recelving this informat '!r; July 15,
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Rec'd: August 22, Lso
PC 7:36 p.m,
FROM: Rio de Janeiro

a6
Action

70. Secretary of State

NO: TOPEC 2, August 22, 6 p.m.

PRIORITY
JOINT EMBASSY-US(M MESSAGE
FOR DEREK SINGER

Reference: PECTO 1

of letter ABCAR will send Foreign Office requesting Foreign
Office note to Embassy approving substance of 4-S club project.
Andrade, president ABCAR, however, will not return Rio until
Thursday at which time letter will be forwarded Foreign 0ffice.
Embassy-USOM will also follow-up with Foreign Office when
ABCAR letter is sent. ABCAR representative anticipates no
difficulty in securing Foreign Office letter to Embassy.

&%)

3

Meeting today with Acting Director ABCAR resulted in drafting g
1

\f‘

O

Information requested by Singer telephone call Herder as to
municipios where personmel will be stationed follows. Locations §,
chosen by Brazilians offer best facilities to be found in these j,
states. ABCAR advises 28 locations listed represent maximum
possibility, probably final number will be between 24 and 28. &
—

State Ceara, Fortaleza;

=

State Espirito Santo, Santa Tereza, Alegre; i
State Bahia, Feira de Santana, Alagoinhas; :‘

-
State Rio Grande do Sul, Ijui, Gaurama, Santa Cruz do 5@;

REPRODUCTION FROMZFMIS COPY IS
OFFICIAL USE ONLY _ ppoHIBITED UNLESS “UNCLASSIFIED”

o This copy must be returned to RM/R central files with O
ACTION
ASSIGNED TO TAREN

NAME OF OFFICER DATE OF GIRECTIONS.
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=2= TOPEC 2, August 22, 6 p.m., from Rio de Janeiro

State Banta Catarina, Joacaba, Criciuma, Indaial;
State Estado do Rio, Nova Friburgo;

State Goias, Anapolis;

State Paraiba, Guarabira, Campina Grande;

State Minas GCerais, Ponte Nova, Teofilo Otoni, Machado, Uba,
Formiga, Belo Horizonte, Curvelo, Varginha, Juiz de Fora;

State Pernambuco, Garanhuns, Surubim, Caruaru, Salguleiro.
Will advise status close of business Friday, August 25.

BOND
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Action Control: 19407
Rec’d:  August 25, 1961

C [ROM: Rio de Janeiro 7:41 p.m.

ss T0: Seoretary of State

L .

ARA MNO:  TOPEC 3, August 25, 7 p.m.
E

ICA Reference: TOPEC 2; PECTO 1
P

UIKA Meeting with Abcar today resulted following informatiom:
CIA 1.

oA Unable make any Brazilians available for US training

period December 15 - January 15. Possibly trainees

RMR available next May.

2. Abcar prefers to contact Foreign Office personally instead

of by letter as reported TOPEC 2. Expect favorable decision
Foreign Office.

Will advise soonest.

= I

1961 ¥ =030

1' U_,m /7;‘_‘5\2’4 iy DC/ Ly 7= g‘g

REPRODUGTION FROM THIS COPY IS
OFFICIAL USE PRONIBITED UNLESS “UNCLASSIFIED"







2%
OUTGOING TELEGRAM Department of State

TE: [ couect
0] oHanae T UNCLASSIFIED
Classification

p e
ACTION

:  Amembassy RIO DE JANEIRO PECTO / ‘?/

FOR SHRIVER

REF: Lima TOPEC 14 W

\W‘ e .

90 persons with degrees agriculture or related areas have
volunteered PC and are theoretically available, Term "Farm

Background" referenced cable too indefinite for meaningful

analysis with present questionnaire.

Re Frank Sloan: Moyers just ““"W he has dsclined
dus "persomal situation." i /
/

| e

] }473929 RUSK

@

, —gimmumetl B
Dratred by Telsgraphic ranmmisiss snd r
PC:EXSEC \Jfizler:ocs:ll=-6=-61

=

chaiicsiion sppreved br)

PC = Paul F. Geren, Acting Director

POV/8 : WICKERT

REPRODUCTION FROM THIS
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¥ focd: Novembex 7, 1961

PC 11:26 p.m. ~N)

1nlto FROM: Rio De Janeiro
ARA T0: Secretary of State
~0

ATD
RMR NO: TOPEC 9, November 7, 6 p.m.

FOR SINGER AND GRAYSON FROM COLEMAN

Reference PECTO 12 urge station wagons since will transport
two PCVs and two=four counterparts plus audio-visual equipment
and agricultural demonstration materials.

Reference PECTO 13 arranging Brazil training per schedule.
Visiting Foreign Ministry today discuss final note of agree=
ment wording. Will transmit any change text for approval.

GORDON
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W
u
]
)
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3
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Action Control: 5122 [—]

Rec'd: yovember 8, 1961 \\

:1 .m.
F FROM; Rio=-de~Janeiro REAE EYB

T0: Seoretary of State
NO: TOPEC 10, November 8, 1 p.m.

PRIORITY
SINGER AND KUNZ FROM COLEMAN.

Following is text draft note of agreement resulting from
negotiations November 7 .ith Minister Pimenta-Bueno,
Acting Assistant Secretary for Economiec Affairs, Foreign
Ministry and Raul de Vicenzi, Chief of Protocol, Foreign
Ministry. Departures from previous text necessitated by
present political situation: Pimenta-Bueno insists

suggested text (Joint State/PC Message A-37 of August 9)

would require Congress approval which would delay PC pro-
jects indefinitely, whereas if PC agrees to operate within
existing overall cooperation program can do sc by exchange

of simple notes. Request reply today by telephone to

permit exchange at Foreign Ministry-Shriver meeting Novem-

ber 9. Where original paragraphs of A-37 remain same have
indicated by paragraph number and "as is". Recommend
concurrence as will not affect PC image, PC representative
will have office outside Embassy, will administer projects
separately from AID with mutual consultaticn on program Tl
develcpment with AID and Embassy staff. Ambassador comcurs.

/25 -,,/%, a0 68

BEGIN TEXT \_ r

i
Excellency: I have the hcnor to refer to arrangements with m
respect to the men and wcmen of the United States of Amerika
who volunteer to serve in the Peace Corps and who, at the
request of your Government, would live and work for periods U
of time in Brazil. Your Government has indicated that it

would
REPRODUCTION FROM THIS COPY |
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OF®ICIAL USE ONLY
-2- TOPEC 10, November 8 1 p.m., from: Rio-de-~Janeiro

would welcome these Peace Corps volunteers and volunteer
leaders, who would participate in a program of mutual
exchange of knowledges end okills with the men and women

of your country who are engaged Iin important projects of
economic and scclal development in euch fields as education,
health, agriculture and housing.

1 have the honor to propose the following understandings
with respect to the Peace Corps: 1. As is.

2. The Government of Brazil will receive a Peace Corps
representative and such staff and other personnel as are
acceptable to the Covermment of Brazil, who will discharge
functions with respect to Peace Corps programs as members
of the staff of the American Embassy. The Peace Corps
activities would be recognized as a part of the existing
overall cooperation program of the two Governments.

3. As is, but add at end of sentence, '"im accordance with
existing agreements'.

4., The Government of Brazil will exempt Peace Corps volun-
teers, volunteer leaders and other personnel accepted hereunder
from immigraction fees, and from income tax on all income derived
from their Peace (lorps work and from sources outside Brazil,
from social security taxes and from all other taxes, charges
and fees except (A) sales taxes or other charges or fees
included in the prices cf goods and services, and (B) license
fees; and will exempt volunteers, volunteer leaders and other
personnel accepted hereunder from all customs duties, fees

and charges on their persoral property intrcduced into Brazil
at or about the time of their arrival,

5. As is.
6. As is.

Closing paragraphs, as is.
END TEXT

DMJ/1
OFYICIAL USE ONLY
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SENT TO: AMEMBASSY RIO DE JANEIRO NIACT PEd‘I‘O 20
REF: TOPEC 10

VERBATIN TEXT o o P&

or MicBirestor

Ambassador{uutborized sign note, Text follows:

QUOTE Excellency:

I have the honor to refer to arrangementa with respect to the men

ot 77 Y}

and women of the United States of America who volunteer to serve in the
Peace Corps and who, &t the request of your Government, would live and
work for pericds of time in Brazil. Your Goverrment has indicated that
it would welcome these Peace Corps volunteers and volunteer leaders,

vho would participate in a progrem of mutual exchange of knowledgefl and
gkills with the men and women of your country who are engaged in important
projects of economic and social development in such flelds as education,

health, agriculture and housing.

/,

/1;0!— a0 7€ 4

I have the honor to propese the following understandings with respect
to the Peace Corps:

1. The Government of Erazil will accord equiteble treatment to Peace

S 98-

Corps Volunteers and Volunteer Leaders, both as to their persons and their
property; afford them, particularly in case of need, full aid and pro-

tection; and fully inform and consult and cooperate with representatives

i i

Drabed by: Talngroshic Winsmimos snd
PCIGC = mw'c: 11/9/61 P —— m-meoodum'“l.)

PC:PDO/LA-WWMarner w State:L-EMaurer
PC:PDO- L AID:GC-DBronheim )
PC:1PGeren 1B - KMalmborg

OFFICIAL USE ONLY

Classification




Te. Rio de Janiero

GFFIGIAL USE ONLY
Classification

l_r..'ne time of their arrival.

5. Funds dwkmex introduced into Brazil in connection with Peace Corps
pro shall be convertible into the currency used in Brazil at the highest
rate which is not unlawful in Brazil,

6. Appropriate representatives of the Covernment of the United States of
America and the Government of Brazil may make from time to time such arrangements
with respect to Peace Corps Volunteers and Volunteer Leaders and Peace Corps
programs in Brazil as appear necessary or desireble for purposes of implementing
this egreement.

Finally, I have the honor to propose that, if these understandings are
acceptable to the Government of Brazil, this note and Your Excellency's reply
note concurring therein shall constitute an agreement between our two Goverrments
which shall enter into force on the date of your Excellency's reply note and
which shall remain in force until ninety days after the date of written
notification from either Government to the other of intention to terminate it.

Accept, Excellency, the renewed assurance of my highest consideration.
QUOTE

As stated Coleman/Kuhn telecon, language para 2 does not explicitly
accord FC parsonnel customs/tex exemptions. Advise willingness GOB to eign

supplemental lstter giving interpretation para 2 a8 ancmﬂ.'l.ng Em same

exemptions as orded Embassy p 1 ocomperable rank or grade.

RUSH

OFFICIAL USE ONLY w
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Anesbassy RIO DE JANEIRO PRICRTTY PRcTo ' '/
POR SERIVER OOt v
PECTO 16, Hovember 8., Third paragraph:

"third, that mmber of PCVs iaitially imvolved inm such a
program mot exceed 150 with 50 repest 50 cited as preferred
figure by scme)

L/ % M

’w by RMI

sy o 20" L £8

0

Towmews S| X v
PC:JWKisler:go:11/9/61 denstiesicn woesred . POiBradley H. Pattersoa, Jr. ExscSec
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Rec'd: November 12, 1961

FROM: Rio de Janeiro 6:41 AM Cé
%
W

T0: Secretary of State

NO: TOPEC 13, November 11, 5 P.M.

Department telegram PECTO 20.

In order avold congressional criticism possible violations
Brazilian law in tax exemption language, Peace Corps ajgrcement
modified today with concurrence Shriuc: . signed accordingly.
Modifications as follows

Paragrapl. 3, sentence order inverted to hegin with last clause
"In accordance with existing technical cooperation agreements,
or any agreements which may supersede them, the GOB will
exempt etc."

o220 CESL

Paragraph 4 rewritten as follows: '"The Government of Brazil
will grant feee official visas for the entrance of the Peace
Corps Representatives, volunteers, volunteer leaders and

other personnel accepted hereunder. The allowances for mainte-
nance and travel received from the USG by the Peace Corps vol-
unteers, volunteer leadera, and other personnel accepted here-
under are, in accordance with existing law, not subject to
income tax or any other taxes except (A) sales taxes or other
charges or fees included in the prices of goods and services,
and (B) license fees. Likewise, the personal property intro- we
duced into Brazil at or about the time of their arrival by .
volunteers, volunteer leaders, and other personnel ancepted
hereunder will not be subject to any cuq:nm duties, fees and

charges in accordance with existing law.'

Paragraph 5 revised as follows: "Funds introduced into Brazil
B
D)

Ve /4

<MW ¥x

;%5

in connection with Peace Corps programs shall be convertible
into the currency used in Brazil at the best lawful ra;e in
Brazil for financial transactions.

i 1 REPRO&UCTlUN FROM THIS COPY
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-2- TOPEC 13, November 11, 5 P,M. from Rio de Janeiro

Additional paragraph 7 introduced at Shriver's request:

"It is understood that Peace Corps staff, volunteers, volun-
teer leaders, and other personnel accepted hereunder will not
be entitled to diplomatic privileges or immunities.

GORDON
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Verbatin Text
SENT T0: Amembassy RIO DE JANEIRO PECTO 32

) Ref: Topec 13 - ¢l N4 1. .f.f&(
e 17° 1At
LR L

L
A. Final text PC note mmmp unclear as to exemptions intended.

Ambiguity wesssbigghy troublescme in view of (a) para U langusge, which
implies that only exemptions granted are those available under existing
law but does not state whether QIE existing law UNQIE includes 'l_'!! agreements
or only internal law Brazil, and (b) para 7, which states no privileges/
{mmunities intended. QTE privileges/immunities UNGTE normally understood
inelude certain exemptions from existing law, e.g.,'customa/m exemptions.
Problem made more acute by existence state and local tsxap.

B. Exchange supplemental letters with GOB appears w to
confirm mutual understanding of note. Text below \%
clarify intent important points. Propose you exchange letters unless you
believe undesirable. Letters will not repeat not be published.

QTE

o7

Q
N
:
Y

3
3
S
N

s

Excellency: I have the honor to refer to the agreement relating to
the Peace Corps program effected by an exchange of notes signed et Rio
de Janeiro on November 11, 1961, and to record my Government's understand-

ing of the meaning of certain provisions therein.

hﬂz(mmg?p{"‘ 12.12.61

PC:0C: W,
PC:PDO/LA: JVa
Di1PC:RSShriver

zg /7
&

FoRM
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Amembasey RIO DE JANETRO !

~

cation

[T 1. As stated in paragraph 2 of the Agreement, the.Peace Corps sctivities are =

to be recognized as part of the existing technical comntinn program of our two
governmants. Aneoma‘g-h, the phrase "in unordlnd, gi"eh Fi_-tm law" sppearing
1n paragraph b of the Agreement is understood M% technical
effect from time to time

sssistance and related astivitl s sareeménts/betwesn our two Govern=
ments relating to such activities. smmbimbefmesshisieoubinm: i

2. Under parsgraph a of the Agreement, the Peace Gorps Representative and
staff will be received by the Gqvernment of Brazil as members of the staff of the
Bmbassy of the United States of America. They will -.nuord.i.nslr receive the same
treatment with respect to the payment of taxes and mt.:.-l duties as h accorded
personnel of comparable rank or grade of that Exbassy.

3. The second sentence of paragraph 4 of the Agro.unt provides that the

all for maint and travel received from the ‘Govermment of the United

gtates of Amarica by Volunteers, Volunteer Leaders and other personnel accepted
by the Govermment of Brazil.are, in mccordance with existing law, not subject
to income tax or eny other taxes except cartain specified classes.

(.) Payments "received from" the Government of the United States of
.um-m/n mderstood to include payments vhose seurce is the Government of the
United Btates of America, including those disbursed by & voluntary agency or

other ipstitution under a contract financed by that Goveromaent.

(v) Payments to Vol s and Volunt Leaders for maintenance and

travel are generally called “all ," while payménts to other personnsl

engaged in sotivities under the Agreement are mot. Accordingly, the phrase

L
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: 41725
I ' DEC, 4, D61
FROM: RIO DE JANEIRO (VIA POUCH) 1:35pe

T0: Seoretary of State

NO: TOPEC UNNUMBERED, NOVEMEER 3@

wwrr >0/ O

DR. SPENCE MEMO OCTOBER 24 BRAZIL MEDICAL CONTACTS

COLEMAN REQUESTS STATUS PLANNED SURVEY BRAZIL. DR. FORNEY
ADVISES NOT NECESSARY HAVE FORMAL SURVEY DUE AVAILABILITY
SESP HEALTH UNITS TO PCVS. COLEMAN PLANNING TRIP TO CENTRAL
STATES DUTY LOCATIONS BEGINNING DECEMBER 5, FOLLOWED BY
VISIT SOUTHERN LOCATIONS. PLAN VISIT NORTHEAST POINTS EN-
ROUTE WASHINGTON APPROXIMATELY DECEMBER 15. COULD COMBINE
THESE WITH MEDICAL SURVEY IF MEDICAL OFFICER AVAILABLE AND
PC/W STILL PLANS OWN SURVEY,

BOND

/90&“///3/' 17778 4 Cj
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1 Hydroelectric Plant Maintenance Technician  Suctotal
1 Power Substation Assembly Technician
2 Well Driller Technioians 13

Agricultural:
5 Poultry Farmers

Poultry Genetecist

Cotton Farmers .
Citrus Growers

Vine and Wine Growers-Producers
Soil Conservationists
Mechanized Farming Technicians
Irrigation Specialists

Dairy Cattleman

Rice Growing Technicians
Agrioulture Extension Workers
Piscioulturists

Home Economist

H A=/ R MR R NN e

Social Work:
oclal Work Assistants

Cooperatives: . '
5 Cooperative Technicians

Crafts:
Weaving Technician
1 Leatherwork Technician

Audio-Visual:
Audio-visual Alds Technician
1 Multilith Operator

Administrgtive:
§ PCVLs (to be adjusted after more detaliled

exploration)
TOTAL

Recommendation: Request clearafce for further development, as
Commission has strong, ongoing program of important economic significance,
which would be made more effective through PCY staff. Consider station-
ing PC Rep in Belo Horizonte or Brasilia to oversee this project and
others to come. (Form 103 to be forwarded.)

- 3. i!tholin University of Rio de Janeiro requests 23 PCVs to assist
in Veecational School a oclal Worl ogram, the Institute of Psychology,
the Englneering School, the Institute of Physies and in secondary school
teaching programs.

OFFICIAL USE ONLY
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OFFICIAL USE ONLY From: Rio de Janeiro

structure, which then becomes a vehiocle for receiving technical assistance
and materials for sanitation, water, health, and education services.

This project will be pursued next week through discussions with Dr. Arthur
Rios and Josefina Albano, prime forces in the slum improvement campaign.
Potential number: 20.

General Considerations on Program Development

Despite limited time thus far for program exploration, and despite
the faot that certain major areas, such as education and cooperative
development, have not yet been touched on at the federal level, it is
evident that the 1limit for placement of volunteers in Brazil is really
the 1limit of funds available for this country within total PC resources.
PC Rep will concentrate on education project proposals during December.
Several requests for very small number of PCVs have not been included in
this summary as notfeasible.

Press
- Very favorable editorial appeared on November 23 in Diario de

Notiolas, a Rio daily which is not usually prosAmerican, a copy of which
was forwarded to Director, PC/W.

Administrative

PC Rep 1s awalting necessary authorization of doouments from BC/W
before able to lease desirable office space near Embassy, consisting of
two small offices and conference room at US$150/month, which is below
the usual rental and can be shared with 4-H project director. The afore-
mentioned documents are also necessary for secretary. Preparing a memo
of understanding with Embassy and AID staff re support services anticipated
for first PC project and general operations.

Peace Corps Representative

DISTRIBUTION: PC (5), USOM, CF (3)
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57 UNCLASSIFIED
n Control: 1972
Al Rec’d: December 4, 1961
8:30 pm

FROM: R10 DE JANEIRO
T0: Seoretary of State
NO: TOPEC 14, DECEMBER 4

PECTO 24, DEC 1

STATUS UH-ABCAR PROJECT AND EVALUATION 'OTHER PROJECT
POSSIBILITIES AIR POUCHED TODAY DESPATCH 45l, PCV NUMBERS
4H-ABCAR PROJECT REMAIN SAME. AWAITING WRITTEN GOB APPROVAL;
HAVE RECEIVED VERBAL.

PECTO 26 DEC 2

WISDOM SUGGESTS MARIO PAES DE BARROS WHO LEFT RIO DECEMBER

1 TO JOIN PAN AMERICAN UNION STAFF WASHINGTON. SUGGEST CONTACT
PALERM AT PAU. |F DE BARROS NOT AVAILABLE PLEASE ADVISE
IMMEDIATELY SO INVITATION MAY BE EXTENDED JOSE ARTHUR RIOS

OR BISHOP SALES OF NATAL.

PECTO DEC | PARAGRAPH 3

IF TRAVEL AUTHORIZATION AMENDMENT CANCELS RETURN TO WASHINGTON
ON OR ABOUT DECEMBER 15 REQUEST ADDITIONAL TRAVEL ORDERS FROM
PC/W TO RETURN TO WASHINGTON FOR CONSULTATION FROM DECEMBER 18
THROUGH JANUARY 7 AS ORIGINALLY PLANNED .

GORDON

oM £
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Rec’d:  December 9, 1961 \\
9:54 am %

™~

\n

FROM: Rio De Janeiro
T0: Secretary of State

NO: TOPEC 15, December 7, 6 p.m.

\

PECTO 28, December 5.

FASE being developed as Brazillian nation~wide voluntary agency

for collecting funds, Focd for Peace, and materials for distribue-
tion to affiliated agencies for programs in education of Lllitera=
tes; community development; agricultural and health demonstratior
and education; organization of cooperatives; will coordinate

member agencles programe with national public and privare re=
sources, forelgn public and private organizations, and with N
international agencies. Will facilitate customs clearances;

issue periodic reports.

FASE not yet in exietence, awaits completion of incorpozation and\
registration procedures through Ministries of Justice, Finarce, \
and Education, which Bill Brown, Deputy Director, Catholic Relief
Services, Rio, estimates will occur by end January, 1962. FASE
will work through local affiliates which have programs of cooper’
tion with Catholic Church and municipal and state governmeats.
Protestant voluntary agencies not invited to join FASE, but FASE
willing to join them in a Brazilian Council of Velunrary Agencies
not yet formally discussed. 5 O

FASE will collect funds and other resources from Braziliin and
Foreign private and public agencies, and individuals. Will have
president, Executive Secretary (Bill Brown) , Treasurer,and two
members, which constitute the Executive Board, which is elected
by general assembly composed of delegates from each affiliage
constitution. I

Too early to “wﬂ
P M“

REPRODUCTION FROM THIS -COI
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Too early to evaluate this organization which has no history,
experience, legal status., It evolves out of work of many
separate Catholic agencies in Brazil which have felt need for

a coordinating body which will represent them before the National
Government and with foreign and international sgencles; seems

a sensible approach to attacking more effectively the enormous
problems of voluntary agencies operations in Brazil. SAR will
be the affiliated member in Natal, Rio Grande Do Norte.

Have Portuguese articles of incorporation which will hold for
further developments.

OFFICIAL USE ONLY
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Classification
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o

Ref TCFEC B.z COncluni.ox\i iFeeea Corps ajreerent on besis reported
reftel without State Derartrient nuthorization or opmortunity for Departinent
and Peace Corpr considerstion hoe resultul in (1) guestions as vo inter-
pretation of ajreorent o concluled and (2) concern th:t ;urpose «ni
applic tion Circulsr 175 procedure Is being n-:arl«:al—]:- .

With respect to roint (1), seprrnte rersnb8/folloy RUCAEIRIN

containing prorosel interpretive letier. *
TR e 'mwg;rm : - RC AT A ANIE0 R NS

RROCAPATIOTIINT
With respect to point (2), Enhﬂ.na:,j anl Fesce Corps represent:tives
sko'ld be avare of following:

A. lo intern-tional crecutive azr-oment is cutiorized to be
nejoti~tel or enterel into iyrithout specific ajprevel ol Boorstrry o
Stete or officer to vhoi. he hes deleqeted function of r:jrovel, nor e
ehentes in cuthorized te::t be moda without such wpirovel.

D« Ressops for this strict requirenent includc necesvity £
lezrl deternination thrt coritments to be unlortaken ere prorer subjc
for exscutive agzrseront, as oproscd to trerty, rnd thet such ecizitien
de not jo berend erdsting lezisl:tive or other cuthority; Jdosir-bility

_—_conforming lonnwize to usase other interm:tirmal ajreergnts -nd ncling

Teiapasten rasion s 4nd
I cimiixnion sesseved v 1/ BT for Job

A /2= . Vaba (irert) 1 KGsy

3 Hm L/T - Miss lillsen ('ln'.ft)’ﬁ[(ﬁ:
Vi, Tuhn/PG - inforied SR RODUCTION FROM THIS
hess SRt v OFFICIL W5 arry <" 7] COPY. IS PROMIBITED
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Control:
Rec'd: Dec 7%821
PC 10:13 pm
i FROM: Sao Paulo

DCT
RMR TO: Seoretary of State

NO: 323, December 7.

PASS DIRECTOR OS SELECTION, PEACE CORPS, WASHINGTON, D. C.

One applicant took general text, 7000.

Collect $6.11.

~ microfimed 57 RMIAL, "
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WITHDRAWAL NOTICE

R@; 059 TAB #: 1(:,

ENTRY: CDF60-63 po1 / ooo1 / ﬂ /

COPIES/PPS/CLASS/SPECMARK

ACCESS RESTRICTED
The item identified below has been withdrawn from this file:

Folder Title: B32.00-PC/3-1161

Document Date: 20/12/61

Document Ser#:

FROM: SHRIVER

In the review of this file this item was removed because access to it is
restricted. Restrictions on records in the National Archives are stated in
general and specific record group restriction statements which are available
for examination. The item identified above has been withdrawn because it

contains:

X Security-Classified Information

NND: 949516 WITHDRAWN: 02/27/95 by:

FOIA RETRIEVAL #: 949516 02415 00001
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Control: 14210
Rec'd: Jlnulr{ 25, 1962
I

FROM: R10 DE JANEIRO " &um
T0: Seoretary of State

NO:  TOPEC 20, JANUARY 24

ABCAR INS|STS CANNOT REDUCE THREE WEEKS ORIENTATION AS
INCLUDES ALMOST ONE WEEK AUDIO-VISUAL AID TRAINING PLUS
INFORMATION ON 4-S WORK VITAL TO SUCCESS OF VOLUNTEERS, PEACE
CORPS REPRESENTATIVE RECOMMENDS RETAINING THREE WEEKS AND WILL
ARRANGE FOR CONTINUED LANGUAGE INSTRUCTION DURING THIS PERIOD,

ABCAR CAN USE ONLY TEAMS AND NOT EXCESS MEN PEACE CORPS
YOLUNTEERS EXCEPT ONE AGRICULTURE EXTENSION WORKER WITH EXPERIENCE
AND GRADUATE DEGREE IN AGRICULTURE WHO WOULD WORK WITH NATIONAL

NOW INVESTIGATING SAR FRANCISCO VALLEY PROJETT (SEE 103)
WHICH REQUESTS EXTENSION WORKERS, ABCAR WANTS A SECOND PHASE
OF PROJECT TO BEGIN TRAINING NOVEMBER 1962, ARRIVE BRAZIL IN
TRAINING JANUARY 1963, BEGIN WORK MARCH, REQUEST 12 TEAMS OR
24 PEACE CORPS VOLUNTEERS, AIRPOUCHING MORE DETAILS,

4-S CLUB LEADER, SUGGEST CONSIDER KEEPING EXCESS MEN IN
TRAINING, HOWEVER, FOR FUTURE BRAZIL PROJECT, AS DEREK SINGER K\h

AUREA HELENA ANDRADE, NATIONAL 4-S LEADER, ABCAR ACCEPTS INVI- $ |
TATION JOINPEACE CORPS VOLUNTEERS IN PUWTD RICO MARCH 11-2k4, i
ADVISE WHETHER PEACE CORPS OR §-H FOUNDATION ISSUES TRAV‘EL ORDE“_

AND PER DIEM,
ADVISE IMMEDIATELY EXPECTED ARRIVAL RIO OF DOCTOR CAIRNS,
ARRANGEMENTS MUST BE MADE FOR VISITS TO CENTRAL AND SOUTH BRAZIL |

IN ADVANCE,
GORDON Q i
N
N
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Action Control: 15790

Rec'd: January 26, 1962
PC 3:40 p.m.

2

FROM: R10 DE JANEIRO
ARA 70: Seocretary of State
IGA
AID NO: TOPEC 21, JANUARY 26

RMR

7o) S

PECTO 36

DUE TO REDUCTION 4-H TEAMS REQUEST 24 SIX CYLINDER JEEP
STATION WAGONS.

GORDON

~o97y 2/-00 ZEL

-
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Control: 18111
Rec'd: yapuary 31, 1962

FROM: Rio de Janeiro - 2323 a.m.
T0: BSeoretary of State

NO: TOPEC 25, January 30, 5 P.M.

Confirming Singer-Vaughn TELECON yesterday, consider San
Francisco Valley Commission program represents major Peace
Corps breakthrough Latin American from viewpoint demand;
excellent supervision, financing, counterparts; enthusiastic
GOB endorsement and contribution; mature program with experienced
leadership; good volunteer living conditions provided by
Commission; excellent transport and communication; direct SIE-
IN alliance for progress objectives, including self-help, etc.

-~

sz P2 LY

Volunteers placed in twenty valley towns from Belo Horizonte
to Rivermouth working following fields. Group A (medical)
numbers approximate:

A. X-ray technicians ten, anesthetists five, nurses twenty,
laboratory technicians ten, radiologists five, dental tech-
nicians three, health educators five, social workers five,
sanitary engineers five, total 68,

B. Fisheries three, diesel motor repairmen five, agricultural
repair and machinery maintenance fifteen, agricultural exten-
sionists twenty one, veterinaries ten, cattlemen three, coopera-
tivists three, solil conservationists two, agricultural eco-
nomists two, cottage industries two, home economists three,

E. E. and electricians thirteen, carpentry two, farm irri-
gation and drainage nine, farm management and research nine,
geologists two, radio repairmen four, other five, total 113.
Grand total 181.

Have detailed job descriptions all volunteers group B; others
follow, One hundred four being prepared. Short falls not

G eritical/
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From: Rio de Janeiro, TOPEC 25, January 30, 5 P.M. -2 -

eritical local project, but one hundred volunteers represents
minimum acceptable number, Project could also be phased in
separate groups fifty to one hundred each, possibly with sixty
eight health volunteers separate and later, Delivery planned
July-August or later,

Commission has never requested nor receivedUS assistance be-
fore, but keenly interested Peace Corps. Realize posaible
recruiting difficulties but recommend maximum effort due to
unequaled effectiveness snd benefits, This Tennessee Valley
Authority-type commission attached directly office of President
with annual operational budget approximatipg one percent
Government income by law.
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UNCLASSIFIED
ﬁAzntlnn Control: 6070 ?}

PC Rec'd: Pebruary 10, 1962 g'\
1:46 a.m.
FROM: Rio de Janeiro

T0: Secretary of State

ol

NO: TOPEC 29, February 9

22ut

PECTO 42
Need six cylinder jeeps, see TOPEC 21, January 25.

BOND

é?M 1
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Action Control : 8000

Ret'd: February 14, 1962
1:00 a.m.

PC

FROM: R10 DE JANEIRO
Info

T0: Secretary of State ¢ ﬂt -

NO: TOPEC 30, FEBRUARY 13 3,1,?"

WITH REFERENCE TO MEMO JANUARY 8 KELLY FROM COLEMAN

SUBJECT: VEHICLES FOR BRAZIL -4 PROJECT, DUE TO REDUCTION
NUMBER TCAMS REVISE SUGGESTED FORTS OF DELIVERY AS FOLLOWS:
RECIFE, TWO VEHICLES FOR ONE TEAM IN CEARA PLUS ONE FOR
VOLUNTEER LEADER; SALVADOR, BAHIA, TWO VEHICLES FOR TWO TEAMY
IN BAHIA; R1O, 12 VEHICLES FOR NINE TEAMS [N MINAS GERAIS, TWC
TEAMS [N ESPIRITO SANTO, ONE FOR VOLUNTEER LEADER; PARANAGUA
(CURITIBA), PARANA, FOUR VEHICLES FOR THREE TEAMS IN SANTA
CATARINA, PLUS ONE FOR VOLUNTEER LEADER; PORTO ALEGRE, RIC
GRANDE DO SUL, THREE VEHICLES FOR THREE TEAMS [N R10 GRANDE DO
SUL.; LF 22 TEAMS ARE SELECTED INSTEAD OF ANTICIPATED 20,
SHIP TWO EXTRA VEHICLES TO RECIFE FOR TWO TEAMS IN PARAIBA. ALL
S1X CYL!NDER, FOUR-WHEEL DRIVE.

AS SOON AS PC/WASHINGTON HAS DEF INITE INFORMATION AS TO

NUMBER OF VEHICLES FOR PORTS TO WHICH ORDERED FOR DELIVERY, MUST
INFORM PC/BRAZIL AS (1) AMBASSADOR MUST G'VE APPROVAL FOR

INCREASE IN NUMBER OF VEHICLES FOR COUNTRY AND (2) FOREIGNMINISTER
MUST APPROVE IMPORTATION, NEED YEAR OF VEHICLE AND PORT TO WHICH{
DELIVERED, NOT SERIAL NUMBERS, YET.

FILED
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— UNCILASSTFIED
Action Oonltnfl: 9367

Rec'd: Mareh 14, 1962
": FROM: Rio de Janeiro L

ARa T0: Seaoretary of State
CAP
1ca NO: TOPEC 37, March 14
AID

RMR Requaist clearance of 103's submitted January on San Francisco
Valley Commission and Guanabara (Rio) Becretary of Education
(adult sducation) projects. Brazilfans requasting go-shead.

LS O3dCl CIE

Cairng® clearance in process. Will advise March 15.

D
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Action

Control : 88!;3

Rec'd: Feb. 14, 1962
PC 9:15 p.n.
FROM: RIO DE JANEIRO

ARA T0: Secretary of State

IGA

re
¢
AID NO: TOPEC 31, FEBRUARY 14

$2*

RMR
4-H VOLUNTEERS INVITED FOR SIX-WEEK CAMPUS STAY AT RURAL
UNIVERSITY LOCATED 73 KILOMETERS FROM RIO OR ONE HOUR 15 MINUTES
DRIVE, MARCH 25-MAY 7. TOTAL EXPENSES $135 FOR EXTRA MAINTENAMNC
PLUS $1.10 PER DAY PER VOLUNTEER FOR FOOD. UNIVERSITY CONTRIBUT
DORMITORIES AND CLASSROOM SPACE PLUS OCCAS|ONAL LECTURES, \
ORIENTATION, STUDENT ACTIVITIES. REQUEST ALLOTMENT FOR $50.00 (\
PER VOLUNTEER FOR SIX-WEEK PERIOD, PLUS $135. IF ADDITIONAL
TRANSPORTATION COSTS INVOLVED WILL SUBMIT ESTIMATE LATER. by

RURAL UNIVERSITY HAS IDEAL CAMPUS, FACILITIES FOR STUDY OF

ALL AGRICULTURAL SPECIALTIES, PROVIDES MAXIMUM OPPORTUNITY

VOLUNTEER CONTACT WITH BRAZILIAN AGRICULTURAL STUDENT LIFE.

COPIES LETTERS OF AGREEMENT TO BE FORWARDED.

ADVISE WHETHER PEACE CORP5 PAYS SUBSISTENCE PLUS $2.00 PER
DAY SPENDING ALLOWANCE AS IN WASHINGTON TRAINING OR GIVE
VOLUNTEER MONTHLY SUBSISTENCE ALLOWANCE AND PERMIT HIM TO PAY
UNIVERSITY.

GORDON

@ v 2w 1004
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Control: 9554 N
Red: February 15, 1962 »-°
;35 p.m.
FROM: Rio de Janeiro N
T0: Secretary of State \)
NO: TOPEC 32, February 15 p &
1. . |
g%

For rural university volunteers need bedclothing, towels. ? i
Ana Maria Lobo, experiment representative, indicates $15.00
total cost per volunteer per family home stay. Request advice

whether 4-H Foundation making contract with experiment for this.
Experiment here has begun contacts with families.

Please advise results selection and send biographies in
quantity.

GORDON

ACE LS 92

l l‘ REPRODUCTION FROM THIS COPY IS
__ UNCLABSTFIED __ PROHIBITED UNLESS “UNCLASSIFIED" . -,
o This copy must be returned to RM/R central files with nota 0 |
ACTION ACTION
ASSIGNED TO TAREN

oFricEn DATE OF DIRECTIONS
& OFFICE SYMBOL ACTION TO AM/R

e i




b
Qnmus e Department of State NI |

Control: 11721
Rec'd: Feb, 19, 1962
3:34pm

FROM: Rio de Janeiro
T0: Secretary of State
No: TOPEC 33, February 19
! 2. oc f Lo
PECTO circular 20 f b1

Brazil 4~H project: Estimate contribution in fuel maintenance
$42,000; office space for 20 temmy: $8,000; training: $2,500;
secretarial assistance: $4,800; Total: §57,300.

GORDON
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UNCLASS | F |ED

Contral : |h909

Rec'd: February 23, 1962
11:14 p.m.
FROM: RIO DE JANEIRO

T0: Seoretary of State

NO:  TOPEC 34, FEBRUARY 23

PECTO 43; CIRCULAR PECTO 22,

ABCAR WILL ACCEPT 28 MEN 16 WOMEN THREE VOLUNTEER LEADERS.
NO VEHICLES IN BRAZIL,

GORDON
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UNCLASS IF IED

Control: 8362
Rec’d: Mareh 13, 1962
&:55pm
FROM: RI0 DE JANEIRO

T0: Seoretary of State
No: TOPEC 36, MARCH 12

c.
PECTO-45 §34:¢ of

IN VIEW ABCAR ACCEPTING 28 MEN PLUS THREE LEADERS PLEASE
ADVISE SOONEST POSSIBILITY OF REINSTATING ORIGINAL NUMBER
VEHICLES FOR PROJECT. THAT |8, 28 VEHICLES FOR VOLUNTEERS,
THREE VEHICLES FOR LEADERS AND ONE FOR 4=H FOUNDATION
PROJECT SUPERVISOR.

GORDON

* This copy must be returned to RM/R ¢
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Action ot - Control: 9786 .

: Rec'd: March 15, 1962
e L1l a.m.

FROM: Rio=de=Janeiro
1T0: Seoretary of State

NO: ‘PGPEC 38, March 14, 5 PM /e
£9

g3%
1
Request poonest level of security clearance of Peace Corps
volunteers and resident project supervispr.
|
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FROM: Rio de Janeiro

T0: Secretary of State

NO:  TOPEC 41, Mareh 21

7~
Circular PECTO 25 2.6¢ 70

-
3

g
No bicycles being used,
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Action Control: 14684
Rec'd: Maxrch 21, 1962
PC 9:30pm
FROM: Rio de Janeiro

7Y

IGA 1o, Secretary of State

RMR
NO:  TOPEC 42, March 21

X ) i g
Request all jeep station wagons for Brazil be shipped
through New York. !
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UNCLASSIFIED
Control: 17737
Rec'd:March 26 1962
5:23 pm

FROM: R1O DE JANEIRO

10: Secretary of State

NO: TOPEC 43, MARCH 26

43 VOLUNTEERS AND PEACE CORPS MEDICAL OFF ICER ARRIVED 22:30

MARCH 23. GREETED 'BY PRESIDENT ABCAR AND STAFF, WHOM THEY
HONORED BY SINGING BRAZILIAN NAT|ONAL ANTHEMy RECEIVED BY

“AMBASSADOR GORDON AT RESIDENCE LAWN PARTY SATURDAY AFTERNOON

ATTENDED BY BRAZILIAN AGRICULTURAL OFF ICIALS, RURAL UNIVERSITY
FACULTY, BRAZILIAN INSTRUCTORS, AID TECHNICIANS AND BRAZILIAN
LOCAL PRESS. SUNDAY TOURED RIO AND ARRIVED AT RURAL UNIVERSITY
WHERE GREETED BY UNIVERSITY RECTOR AND STUDENT BODY AND
HONORED BY STUDENT BALL. PRESS COVERAGE LIGHT BUT FAVORABLE,
CLIPPINGS FOLLOWS,
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Control: L9701
Rec’d: March 29, 1962
12:05 AM
FROM; Rio de Jameirc

T0: Secretary of State
NO: TOPEC 46, March 28 o P&
§3

32

Sa. Francisco Valley Commissicn reactionm to participation
Ternessee Valley authority: "marvelous".
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Contral: 19519
Rec’'d: March 28, 1962
PC 5:59 p.m.
FROM: Rioc de Janeiro N
S

T0: Secretary of State

NO: TOPEC 45, March 28 . #,00 fe-

Revise Ports in®@razil to receive 4-H vehicles as followsy
Salvador, two; Recife, three; Paranagua, three; Porto Alegre,
three; Rio, thirteen; total, twenty four, Advise whether
vehicles for project will be raised to twenty eight. Send N
notice of shipping dates.
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Control: 19577

Rec'd: March 28, 1962
B:55 p.m.

FROM: Rio die Janeiro
T0: Secretary of State

NO: TOPEC 44, March 28

Advise soonest whether 4=H Foundation purchasing additional
bed clothing for volunteers. If not, can purchase here at
better price.
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58 UNCLASSIFIED
Ackia Control: 9119 g

Rec'd:  April 13, 1962

% FROM: Rio de Janeiro » s

T0: Seoretary of State
NO; TOPEC 55, April 13

PECTO 57

.o

Sixty-five medical kits delivered rural university April 5.
Circular PECTO 27

Ship immediately 60 for complete 4-H project and if not
required elsewhere send 100 for future,
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Action Control: 13359
Rec'd:  April 19, 1962
PC 11:26 p.m.
FROM: Rio de Janeiro

T0: Secretary of State
NO: TOPEC ﬁ. April 19

Request volunteer support services inform John Schley's
parentsmail service is slow; all is well,
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55 UNCLASSIFIED
Control: 1390

PC Rec'd:  May 2, 1962
FROM: Rio De Janeiro 11:29 pm

70: Secretary of State

NO: TOPEC 60, May 2.

FOR DVSS
All 43 volunteers on full duty status for whole month of

April, 1962,
GORDON
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(ELABBIFICATION:

. Pg104 (pay, T-81)
g PEACE CORPS$ PROJECT DESCRIPTION

CWreewn Te1 DATG GF BUBMINGION!
' BRAZIL 1/31/62; lst nﬁv. 3/12/62

(%)’ PROJEST GAERATIONS oFFIGERI
Dersk 8. Binger

T ——————
10] PROJEGT DEVELOFPMENT OPFICER:
Derek 5. Singer

l" TYPRE OF PROJEST)

géo mn&huo River Valley Development

10) ADMINIETERING ABEHCY IPEACE GORPS ON OYHER = 8
Peace Corps

I} EBTIMATED COSTI

$1,759,854

M) DURATION OF PROJECTY

2 years

) VOLUNTEEA REGUIREMENTS

* Schuduling .l

| e |

o ¥ : B/éa | 10/15/68| 11/1/62
Y = to

" Asricultural Wo
: c p el T BfeT | 10/62 117?,!52

Marine Diesel repairers

\
\.

Geologlst
. mdl A renpirera
.Carpenter

el Adrillecs
Valwtoor Lasders20 t0 be chosen in traind
1 per CUSE

gtation

+TOTAL . 1 167

# Includes Puerto Ricd

UNCLASSIFTED ‘(Budget-Officisl Uge only)




Official Requeats

The CVSF hes formelly requested Peace Corps Volunteers, in writing, for this
project,

Local Participation and Cooperation

The Commission has pledged to contribute to this project all necessary tecbnical
and administrative supervisionj ell local housing; and mot internal transport
required, free of charge. Furthermore, the CVSF will arrange and provide
necessary local training and orientation for all PCVas.

ele £ ste: enc;
The CVSF is &n excellently-arranged well-established and popular agency working
under the aegis of the Brazilian president, It is run on non-political lines,
end is uniquely dedicated to the sociel and econemic welfare of the people of &
vast area of Brazil, The administrative structure and proven program effective-

ness and knowhow of the Commission are unperalleled,

II. Plan of Operation

A,

Geogrephic Locatiocn
The attached table (1) shows the geographic locations of PCVs planned for this
project.

Dutles of the Volunteers

Attachment (2) details work mssignments for PCVs assigned to this project.
Competent technicel and administrative supervisors of seasoned CVSF senior and
mid-level staff is available for all PCVs.

Equipment, Materials and Facilities

The Commission is furnishing a detailed list of equipment end supplies required

for each Volunteer, all of which is directly related to his or her work. No
expendable materiel will be donated to the CVSF upon project termination,

P




D,

Co-Workers

CVEF employees and other Brasilian government technicians and workers will

always be present as PCV co-workers,

Volunteer Leader

PCVLs are required for liaison between the Peace Corps and its Braszil repre-

sentative on the cne hand, end between the CVSF headquarters and ite etations,

on the other, They should be PCVe selected "from the ranks®,

Schedule f ect Implementat

The suggested implementation schedule, subject to PC Weshington modification,

ies as follows:
April - hugust Reeruitment and Selection
August - October U.3, and F.R. Training
October 15 = Nov, 1 Brasil Orientetion
November 1, 1962 - oD

It is enticipated that $oVs will be assigned for an initisl two-yeer period,

renewable for en additional period of service,

III. Subsistence Allowance

A,

Basis of Allowance

Subsistence allowances have been determined with & view toward (1) host—country
counterpart pay levels, (2) administrative simplicity (PCV pay-equality), &nd
(3) IPD 4.2 increasing low local pay factors by 25,5%.

Clothing Required

No special work clothing will be required from PC., Any special needs (e.g.,
dam engineer clothes or nurses' uniforms) will be provided by the CVSF,

-3~
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(GLARBIFICATION

- PE-104 (v, T81) : ;
' PEACE CORPS PROJECT DESCRIPTION

B T T - T DATE OF SUBMISSION)
' BRAZIL ‘ 1/31/62; 1st Bﬁvé 3/12/62

To7 PROJNGT DREVELOWMENT CPRICEM 81 PROJEGT ORERATIONS SFFIGERI
Dersk 8. Singer . Derek 8. Singer

TPl TVPE OF PROJEGTE

g8o Francisco River Valley Development

—————————r e
18) ADMINISTERING AGENCY IPEACE QORFS OR OTHER = BPECIFY)
Peace Corps

B0 GURATION OF FROJEETI EETIMATED COBTI
’ 2 years 5 : 41,759,854

W) YOLUNYEEN REQUIREMENTE

" Sehedulh s
Catogery |
: e Ty | "

B/6e | 10/15/68| 11/1/62
to 10

o [T |

Geologlst
+' Eadio repairers
. Carpenter
Halldrillers
Velumtgor Lasders20 t0 be chosen in train)
1 pex CUSE station

- ToTAL * 167

# Tncludes Puerto Ricd
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3079
August 3, 1962
8:20 p.m.
FROM: Rio de Janeiro o
T0: Seoretary of State

NO:  TOPEC 14, August 3

POR: DVSS

All 43 volunteers on full duty status for whole momth
of July, 1962.
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Control: 20974
Rec'd: September 26, 1962

8:59 p.m.

“s‘
CONFIDENTTAL ;. é{ §
FROM: Mexico City c.

T0: Secretary of State
NO: TOPEC 3, September 26, 6 p.m.

ACTION PARIS 8, INFORMATION DEPARTMENT TOPEC 3
ALSO INFORMATION DEPARTMENT
Reference: Paris telegram 1489 to Department.

Ortiz's fears come as no surprise to this Embassy. As dncrihad\
in airgram to Department A-199, Ortiz is widely rvegarded as a L“
cautious administrator. assy/USAID positiop is that in view [\'
of GOM approval and UNESCO support for project US should follow -
through. Although certain risk of anti-American copfrontation [‘\)
might exist, positive results can be expected presence of, bu
vigorous yet discreet group of young Americans honestly attempt
to learn from long Mexican experience in commmity-rural develop
ment. Should Morelas situation provoke anti-American demonstrati
over PC presence such event could be made counter-productive for
anti-American groups in view PC being invited guests of GOM. If
requested, Embassy/USAID will cooperate to implement such a
training project. Please advise,

RB/10
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Control: 22985 R 4
Recd:  geptember 28, 19827
FROM: paris 7141 p.m, \ﬂ

-~
ol

SECRET

T0: Secretary of State

NO; 1559, September 28, 5 p.m. ol

ACTION MEXICO CITY 6; INFORMATION D‘l:?.hnﬂfmr 1559
Referencet Embassy telegram 8, repeated Department TOPEC 3.’
UNESCO has already asked Ortiz approach Embassy/USAID

implementation training project, particularly in cbtaining
reimbursemenf technical costs project. )
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i Control: 753

~ Rec'd: October 1, 1962
FRoM: Rio de Janeire 6:52 PM

RMR T0: Secretary of State
NO: ‘TOPEC 38, October 1

FOR: DVSS

Brazil - 1

Forty volunteers on full duty for month of September
1962, Esther Diaz 30 days sick leave, Charfes Furrow
15 days SL, Richard Loos 8 days SL.
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OFFICIAL USE ONLY

Control: 12964
Ree'd:  JANUARY 21, 1963
PC 13 PM
FROM: RIO DE JANEIRO 2

T0: Secoretary of State

NO:  TOPEC T4, JANUARY 21

PCV REQUIREMENTS FOR 5A0 FRANCISCO ADD-ON: UP TO 5@ PERCENT
FEMALES ACCEPTABLE PROVIDED HAVE HOME ECONOMICS OR NURSING
EXPERIENCE, NO OBJECTION TO YOUNG MARRIED COUPLES PROVIDED
REPEAT PROVIDED BOTH ARE GOCD CANDIDATES. CD WORK THIS PROJECT
Wikl BE UNSTRUCTURED, THEREFORE, LANGUAGE, TACT, IMAGINATION,
INITIATIVE, TECHNICAL SKILL REQUIRED IN THAT ORDER. EXPER|ENCE
INDICATES OLDER PCVS LACK ADAPTABILITY, LANGUAGE APTITUDE
NECESSARY THIS TYPE PROJECT, STRONGLY RECOMMEND EXCLUSION SUCH

CANDIDATES EXCEPT WHERE PRIOR KNOWLEDGE OF LANGUAGE OR HIGH
LAMNGUAGE APTITUDE,

QUANABARA HEALTH PROJECT AS PRESENTLY ENVISHORRD
DESCRIBED IN EXISTING 103, 1£3.5. GUANABARA HEALTH AUTHORITIES
WiLL ACCEPT IMMEDIATE TRANSFER SMALL NUMBER UNEMPLOYED FEDICAL

PCVS SAO FRANCISCO VALLEY. REQUEST AUTHORITY TRANSFER SAME
WITH CONCURRENCE CVSF, =
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Info FROM: Rio de Janeiro

IGA T0:
RMR
NO:

Seoretary of State

TOPEC 75, January 22.

Control : 13868
Red'd:  yanuary 22, 1963
2:35 p.m,

Request arrange return transport Recife Mrs. Johnson,
accompanied Janice Kneip, PCV, Recife to Norfolk.
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ACTION: jnembassy RI0 DE JANETRO PEOTO

L Bt R

E—-ﬂw of State | OVIAT,

— e iieasion —
s 22 8 yo U3

INFO: Amembessy PANAMA CITY FPECTO

For Coleman, PC from Colman, RES

Would appreciste assisting PCR and research team advance date collection.
Possible arrive Rio 9:30 P.M, February 10 via PAA from Colombia, Advise
posaibility meeting PCR morning 1lth; team that afternoon; with PCR and
team on 12th, If agreesble RES will write Semtos Sao Paulo.
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i
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ACTON: inesbessy RI0 OE JANERO Pmot0 5@ Jwi 3
—

- - i
Desire send Michasl Myers from New Mexico c.d. school to Brasil
early or mid-February to develop treining syllsbus for SF add-on

projest. Request Coleman conourrence.
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AIR POUCH ' [ CONPIDENT TAL ] H © NOT TYPE IN THIS §PACE
FRIGRITY (Security Classification) fjﬂl goo0 ..‘.‘/f‘,
FOREIGN SERVICE DESPATCH

e e S e

TO ¢ THE DEPARTMENT OF STATE, WASHINGTON.

aus
REF : Depoirtel 1802, May 15, 1961
) RCTION BEPFT.
v | ARA- 2 Ll _INR-
Use Only .
522410 Cip-fo TH-3. Cem-r9
sunsect: United Btates Aid to Brasil

|__ During my conversation Msy 17th with Pansmsnien Foreign Minister Bolis
I reviewsd with him the ressons for United States sssistance to Brasil st
ime, drewing upon Depoirtel 1802, May 15th. The Foreign
Minister listensd attentively but mde no comment other than cbserve that
he understood that sdditional fumis would also be provided from non-U.8.
souroes .

s The Foreign Minister appeared somswhat more relaxsd over
this opment than he had been a week ar so age during & omversstion
with Ambassador Parland. Then the Foreign Minister seemed miffed that
Brasil was getting so much and Pansma s0 little but st thet time, however,
papers were mporting assistanoce smounting to olose to $2 billion.
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- Control:  14829. {y
Rec'd:  Pebruary 24, 1“2\0
: o 12153 pum. |
FROM: Paris . P ~ o
; A
T0: Seorestary of State -
NO: CEDTO 639, February 23, 8 p.m,

ACTION CEDTO 639; INFORMATION R10 DE JANETRO mu'olz(
3 /
FROM TUTHILL, . : ,ﬂ,,b“ w‘* ;

Reference: TOCED 498 lto Paris. il ud'f'plﬁ ¢ I?‘Tﬂu

At his requost, discussed Urubupunge today with De Lattre,
Director External Relations Finance Ministry, and Valery,
Foreign Office. De Lattre stated that ke felt it essential
that all potential participating countries request GOB
postpone bidding now scheduled for March. 15 (note that
REFTEL gives date as March 8). De Lattre stated that if mo

. action taken, Japanese, German, French snd other (including
US) firms would participate. If this occurred, Governments
would be drawn into various types of gusrantee or discounti
and entire project would be underway on bansis of short term
finanping.

De I.atn-a felt it essential that first elcgher Intquhm'i.eln
Development Bank or 0AS should review projsct in order to
determine whether it vas "sound", He wau woll aware of
American skepticism concerning project, Felt this skepticism
existed in all other countrles but that .Lf nothing done,
.competitive internationmal bldding would be under way willy-
nilly. De Lattre stressed that Japanese firms were very. _ -
interested and that French, Cexman combination also “Interested.
1f this competitive b:l.dding bugins and if French firms
successful, Minister of Finange has indicated Fyrench mt.“
would have to grant Covernment sunlum- covering both
:ﬂnafor and non-paymont. Thus 1if no aetien Elkln,flt-l”
i t
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ion Gontrol: 1602375 —=ne -
:3‘ Rec'd:  Mar, 13,-1962

. FROM: Rio de Jameiro W50 Ak, .. (0 "3

Info

$s., T0: Secretary of State
S® No: 2077, Mareh 12, & p.m. (Seetion I of IO/ LS

H
-~ Z— ailiow Taniforse
Toa = B D= g
AID  JOINT EMBASSY/USAID wessace?” F S 4 Mﬂ%‘-
P

USIA  PASS MOSCOSO e

NSC K
Reference: (1) Department telegram 2394 (2) AIDTO 381 ,{u mfuf-‘-/,

Approach GOB on Urubupunga delayed by carnaviél and bids for : 'k

equipment first stage (Jupia plant) opened March 8 as originally k“
XMB  gcheduled before matter discussed with GOB, Embassy would 1
AL therefore appreclate new instruction in light following N

information.

w

- According reports on bids, Centrais Electricas de Urubupunga

- s A. (SELUSA), stated bidders may discuss various proposals

¢ until March 6 and winning bidder will be announced withia ¥
60 days. Available information on bids being airgranmed .
Although bids opened, possibility would appear still exist
reject all blds and invite new anes later or delay announcement
winning biddex beyond 60-day period indicated. .

Embasey/USAID review available inforration Urubupunga imdicates & ‘
desirability through englneering, economic review of project,relfxion |
Brazil power needs, and priority compared with alternative [
projects by US expert and/or DAC group as suggested reference

(1) bofora definitive financing cormitment.

Principal quostionsconcerning project’are: h tg

ol 1) Great dista N
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45 CONFIDENTIAL

Control: 14505
Rec’d: April 22, 1961

TRSY FROM: Bonn 12:31 a.m.

88 T0: Secretary of State

L

H NO: 1743, April 21, 6 p.m.

ARA

EUR

FE SENT DEPARTMENT 1743, REPEATED INFORMATION PARIS 472, ROME
E 87, LONDON 397, TOKYO 8, RIO DE JANEIRD 2

Reference: Embasey telegram 1716
ICA
DLF Daniel (Economic Minister) sdvised Embassy Officer that Germans
P made no commitments during talks this week with Brazilian
USTA Legation. Expressed willingness join other countries in ex-
INR ploring multilateral solution to Brazilian debt burden and
:ISI‘: extension of financial assistance for development. Said UK
had already invited Federal representative and other countries
XMB meet in Paris discuss above in closed meeting April 27 and
with Brazilians April 28. Daniel did not know which other
countries (presumdbly members Hague Club) invited by UK but
RMR thought it highly desirable US be present either as observer
or participant.
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FOREICN SERVICE DESPATCH

AmConsulete, RECIFE, BRASIL., 9l

WO,

T0 : THE DEPARTMENT OF STATHE, WASMINGTON.

re

WA
’f L AF - THR L 3 L

For Mept

He- 2| / 5 2 1313

E,',Q‘ﬂ 3 AGR | COM | FAB AR w7

REC /AI': {P \e’;A 7 4. \3 %
1-9 & 4 & ¢

sussect:  Vigdls of Commercial Counselor of German nmf:uny: Possibility
of German Aseistance to the Northeast.

REF None ﬂ_jﬁ !f!

The possibility of West German economiv aseistance for the
PBrazilien Northeast was suggdsted during the last week in Ootober
by the visit to the States of Pernambuco and Parafba of HansHelmut
Middelmann, Commercial Counselor of the German Embassy in Rio de
Janeiro. On Ootober 23 the Counselor disoussed with the Seore-
taries of Asrioulture and Treasury of the State of Pernambuco=--
and later with the Governor-- the pogsibilliy of German teohnioal
and rinsncial sssistanve, reportedly inoluding a possible loan
from the German Government to the State Government of Pernambuco.
Also, apparently with the possibilisy in mind of contraocting
Germen teohnioians, it was reportedly agreed that the State
Government will provide the German Government with detailed
ooples of State plans for eleatrification and expansion of com=
munioation eystems in rural areas.

The German Ocunselor was received by various economic as-
soclations in Recife, inoluding the Commerclial Assovintlion
(A2s00l roiai). SUDEME, end the Pernambuco State de-
velopmen atisusion, CODEPE, and vislted various industrial
establishments such as the textile faotory in Paulists. Follow-
ing his visit in Recife, he weni %o the State of Paraiba, where,
according to press reporis he disouseed possible German in-
vestmenta there.
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Rio de Janeiro

T0: Secretary of State
NO: 1611, May 17, 4:00 p.m.

SENT DEPARTMENT 1611, REPEATED INFORMATION TOKYO 1.

Reference: Tokyo Embassy telegram 3268 to Department,
information Rio de Janeiro.

Mariani arrived Rio, expressed great satisfaction and thanks
Embassy officer for all US had done for Brazil, Embassy
officer conveyed list of reference telegram and suggested
action along lines last sencence.
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FROM: Tokyo
T0: Secretary of State

NO: 1550, November 24, 3 p.m.

ACTION DEPARTMENT 1550, INFORMATION RIO DE JANEIRD 3.
$20 .10 6" -71’9 { 3

DEPTEL lm{rtmtad Rio 176 (2) EMBTEL 12% roput-d Rio 3.
v ’J [-ad o »

Baged on comversations with head of Brazilian delc;ation to

bilateral GOJ-Brazilian debt consolidation talks (Silva) and

Foreign Office staff level participant (Sawaki, Chief, Economic

Cooperation Section), it appears impasse has been renc!ud.

Should this occur, Japan will be in position benefit from

comtinued uninterrupted servicing'of Jap credits to Brazil by

virtue of US and European consolidation and extension.

According Silva, Jap negotiators at end many days of "tedious
talks" in course which Japan offered less than Brazil obtained
from others, alleged Japan unable implement requested debt
rescheduling due lack suitable legislative authority, matter

| S8ilva claims he warned against resultant probable deterioragio

 which Silva considers GOJ should have foreseen much earlier. §

!

/

A

% Japan-Brazil relations and asked whether he should return home

to report failure his mission, thus necessitating B: oach
to IMF for additional assistance. Silva s oreign Office

asked him remain Tol further talks. ‘. lﬁ

From Foreign Office Embassy received different account: Foreign
Office convinced Japan being asked do more than any other Q(]
Brazilian creditor. All purports it Foreign Office possession
concerning action by European creditors specify consolidation
np}lhd to medium term sypplier or commercial credits. Foreign
0ffIce says Brazilian position remains unchanged from situation
four monthe ago when Brazil requested consolidation and utonliong
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Cost of Living in Guanabara -- January and February of 1961

SUBJECT:

(— According to the Ministry of Labor's index, the cost of living u:|
3.7% higher in January 1961 than in December 1960; it was about 7/10 of
1% higher in Pebruary 1961 than in J 1961. Total increase during
the first two months of 1961 (February 1961 over December 1960): nearly

According to the Getulio Vargas Foundation's index, the cost of
1iving was approximately 2.2% higher in January 1961 than in December
1960; it was approximately 1% higher in Pebruary 1961 than in January
1961. Total inorease during the first two months of 1961 (February 196!
over Deoember 1960): 3.28%.

*ees

From February of 1960 to Pebruary 1961, the Minis ry's index went
up 25.4% and the Vargas Foundation's index rose by 258§.

For the Ambassador,

loc2-2/ 10

724

David P. Mann
Assistant Labor Attaché

—
7. Tadllone
John T. Pishburn

L]
Counselor of Labor Attaché
Political Affairs

DISTRIBUTION: Eoon, Pol (2), Admin, Congen Sio Paulo, Labor

L s

3 1 Ad
LABOR:DPManniss 3/22/61 | UNCLASSIPIED J
REFORTER
ACTION ACTION
ASSIGNED TO- TAREN
NAWE OF OFFICER |DAYI oF

& OFFICE SYMBOL ACTION ‘D'!ﬂl::‘;:”‘.
ACTION COPY — DEPARTMENT OF STATE

The action office must return this permanent record copy to RM/R filez with an endorsement of action taken.

196t 11 ¥d¥

o




AIR POUCH [_UNGLlﬂSIm J DO NOT TYPE IN THIS SPACE
FRIONITY (Security Classification)

FOREIGN SERVICE DESPATCH g3.el/3-276/(

Amcorgen S#o Paulo 351

DESP. N0,

T0 i THE DEPARTMENT OF STATE. WASHINGTON.
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supiecT: SHo Paulo Cost of Living ex - February 1961

Mew/-5 FAB-H TR-® INT-1 =XO PAULO, BRAZIL-|
l__ Listed below is the Cost of Living Index of the City of 380
paulo for the month of February 1961. These figures, which
refer to the working classes, are released by the Division of
statistics and Social Documentatinn, Department of Culture of
the Prefecture of the Municipality of S&io Paulo.

Item

Food
Houslng
Clothing

Fuel

Medical Care

Smoking Items

Household Cleaning Supplies ,;*

Furniture 9 =)

Transportation &

Migcellaneous -,
Welghted average o

Rate: 1951 - 100 )

=

The February 1961 welghted average represents a r“kt" the
cost of living in cit.x of 8%0 Psulo € 5.2 percent over~the
December 1 index of T4T

lgLe-g/ln2ge8

For the Minister Consul General:

C Ly s

Scott C. Ly
American Consul
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cr: Survey of Cost of Living of PForelgn Non-0fficial Personnel
at S8o Paulo Prepared by Paulding 8. A.

[7 The consulting firm of Paulding 8. A. prepares monthly —|
surveys of the cost of Iving at SHo Paulo and Rio de Janelro
based on living standards of typlcal foreign executive
personnel employed by private companies.

The subject is of unusual interest at present as rapidly
increasing oruzeiro living costs, together with changes in
rates of exchange, oblige American firms here to consider read-
Justmmt of pay or allowances of their American personnel.

The methods used in the survey are set forth in Enclosure O
1. The results for SSo Paulo for February 1961 are given in O
Enclosure 2 (last two pm.b' The inclusion of data on Sg0 N
Paulo is a relatively recent development in the survey, which 1
has covered Rio de Janeiro since April 1957. The SEo Paulo
index figures are adjusted to a basis of April 1957 - 100, o
and show the following for February 1961 compared with umﬂar':

figures for November 1960:
Nov. 1960 Feb. 1961 % Increale
Current Cruzeiro Expenditures 262,1 295.5 12.3 =

Total Bxpenditures§ 270.1 313.4 16.0 O

A noteworthy feature of the reports is the provision
for adjustments 1n individual cases for variables such as size
of family and incidence of Brazilian income tax, (See Enclosure
2, pages 10 and 12.) The data on living costs are broken down
in considerable detail, with distinetion between costs incurred
in dollars and those incurred in oruzeiros. This permits

-

subscribers to make adjustmants to fit individual cases, such

§ Include deferred expenditures, such as monthly depreciation
reserve for automobile. Dollar costs are converted to, -
zelros at free manlqt rate of exchange. 'I
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MAY & 1961

G- s pfpe | MR- ICA-ls Or2- 3 Pa-2

-5 Lam-10 ﬁ.ga_—g_(’.slar-lo FRA- 3 TH-2
sueet:  Cost of Living in Ouanabara‘-- Naroh 1961

'lhooutornvu;huodoaum-uluum umh
1 than in the Foodmmno:hmwﬁl eording to the
try of Labor's cost of living index.
1 quarter of 1961 (Marech 1961 over December 1960) was
1/2%, and about 23% during the twelve menths from Mareh 1
March 1961, assording to the same index.

Ascording to the Getulio Vargas Foundation's m-a. the cost of
PR -l about 1.7! higher in March 1961 than in the ﬂm&.
mon!

than in December 1960. During the mn:l.vu o
m 1960 through March 1961, the Vargas Poundation's index rose about

26.2%.
For u?/?-m”,
7 e

David P. Mann

Assistant Labor Attaché
PR ] % 2_

192-s/10°2e

Philip Raine
Counselor of Embassy for

Nliﬂ.lll./ft /L‘)

John T. H.lh'hllrll
Labor Attaché
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THE DEPARTMENT OF STATE, WASHINGTON. 26, 1961

e 30 1961

o,
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SUBJECT:  Goat of Living in Ouanabara - August, 1961

=
| The cost of living in Gusnabara was 1.6% higher in August 1961_]

than in the preceding month of July, according to the cost of living
index of the Ministry of Labor. The same index shows an increase of
(August 1961 over December 1960). During

about 17.6% thus far this year
the past twelve months (August 1961 over August 1960) this index in-

oreased 27.3%.
The Getulio Vargas Foundation's index was 4.5% higher in August
1961 than in the preceding month, and this index now shows an increase
of about 19.3% thus far this year (August 1961 over December 1960) . o
During the past twelve months (August 1961 over August 1960) this indexgy
increased 35.8%.
For the Chu'g‘/d'ﬂlrturu a.i.,
b 7 Fow / -
John T. Fishburn 1\
Labor Attaché

l992-6/10"2

APPROVED BY:

o™

Niles W. Bond
Chargé d'Affaires a.i.
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FROM :Amembassy RIO DE JANEIRO — B

T0 : THE DEPARTMENT OF S8TATRE. WASHINGTON.

e
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SUBIECT:  Qost of Living in Guanabara - November 1961

The cost of living in Guanabara was 3.5F higher in November 1961—|
that in the preceding month of October, aocording to the cost of 1living
index of the Ministry of Labor. The same index shows an increase of
about 38.5% thus far this year (November 1961 over December 1960).
During the past twelve months (November 1961 over November 1960) this
index increased 39%.

The Getulio Vargas Foundation's index was 5.7# higher in November
1961 than in the preceding month of October, and this index shows an
inopease of about 39% thus far this year (November 1961 over December
1960). During the past twelve months (November 1961 over November 1960)
this index increased 42.3%.

For the Ambassador:
pimms 2 SRS
John T. Fishburn 3
Labor Attaché

DISTRIBUTION: POL I, ECON, ADMIN, S&o Paulo, Mr. Korp, CP (3), Labor
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THE DEPARTMENT OF STATR, WASHINGTON. _.mm._li&aamv

DATE

CERP, D-10, 17; despatoh 174 of December 22, 1961

AM/A | REP AF ARA EUR FE NEA INR
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/)
sussect: 880 Paulo Cost of Living Index - December 1961

EXR-] AL
e L -]

Listed below 1s the Cost of Living Index of the City of |
880 Paulo for the month of December 1961, These figures, which
refer to the working classes, are released by the Division of
Statistics and Soclal Documentation, Department of Culture of the
Prefecture of the Municipality of S8oc Paulo.

Item Index

Food 1305

Housing 02

Clothing a1
Fuel

Medical Care —
Smoking Items

Household Cleaning Supplies

Furniture

Miscellaneous
Welghted Average
Base: 1951 - 100

%
4 T
tati
Tra.nspor ation % ‘“
O

The December 1961 weighted average indicates an increase
of 2.2 percent over the November 1961 average. This figure
compares with an increase of 1.6 percent for the corresponding
months in 1960. Cost of living in S%o Paulo increased 38.5
percent between January and December 1961 as compared with
26.5 percent for the corresponding period in 1960.

For the Consul:
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supEc:  SHo Paulo Cost of Living Index - January 1962

9
Listed below is the Cost of Living Index of the City of

S0 Paulo for the month of January 1962, These figures, which

refer to the working classes, are released by the Division of

statistlics and Social Documentatlon, Department of Culture of the

Prefecture of the Municipality of S&o Paulo.

Item Index

Food

Housing

Clothing

Fuel

Medical Care

Smoking Items

Household Cleaning Supplies

Furniture

Transportation

Miscellaneous
Weighted Average

Base: 1951 - 100

The January 1962 weighted average indicates an Increase of
5.1 percent over the December 1961 average. This flgure compares
with an increase of 3.6 percent for December 1900 and January
1961, Cost of living in SHo Paulo increased %8.5 percent between Jan-
uary 1961 and January 1962 as compared with 31l.% percent for the
corresponding period a year earlier.

For the Minlsgfer Consul General:
C Lyr,
stott 'C. Ly
Consul
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Cangress of the Tnited States
Toemit of Represmtatives A
Wasylogien, 0. €. ’
mrch 2, 1962

W, Juckeon W, Uilsen
Off tear-ta-Charys

Brasilisn Desk
Depactaant of State

Bear M. Wiksen:

Muclsssd 1s & lecter shich T hava recalved fyom Mos, Meuds
Davison, L110 East Moble, Outhris, Oklshoms, referring £o &
migarine article appearing in cha Christian Church publica~
Bion, "Mevisons” seating Ehat as a rasulc of the US loan €&
Branil, sisalomsries ara statiug tht pricas rose 30 par ceat
in Branilis.

[-Mmmnswlﬂ-lhdnr--;n-m.—u
that 1 may mike sppropriste raply te Med, Davisen.

Bisaarsly yoes,
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Congress of the Wnited States.

Wouse of Vepresentatives ' 3. ;ACTION
ashington, B, €. s assigned 1o

March 2, 1962

H\IF.O‘: o
Mr, Jackson W, Wilson RM/R FILES, . __
officer-in-Charge =
Brazilian Desk ﬁl 36 /62
rtment of Stat oo
Lo Sl ARATEST/B1 GliSuttont see
Dear Mr, Wilson:

Enclosed is a letter which I have received from Mcs, Maude
Davison, 1310 East Noble, Guthrie, Oklahoma, referring to a
magazine article appearing in the Christian Church publica=
tion, "Horizons" stating that as a result of the US loan teo
Brazil, missionaries are stating that prices rose 50 per cent
in Brasilia, -

1 would appreciate any information that you may provide me so
that I may make appropriate reply to Mrs., Davison,

Sincerely yours,

-
Ll

T8:al

[raE 4‘/0/-89’3
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Dosr Conressman Steed:

Thank you for your lobter J:ited 'sreh 2y, 1062 wita wideh
you eaclouet & letier {rea re. ouds Pavigen of Lathrie,
Cidlaiicnn Pelerelng Lo an articlo Lu the w»utlizrzion "Lorizonat
Bidled inderved winb vndisd o wutes o il aiu bo Crasil uas
Wio ciuse of rising prices, particulaaly ason, fuodstulis,

<ho policy o ke vnducd _tiles Jovzmuend din adainiatering
aid o Lrazil Los bcon to eacouruys izezil to stat ii12¢ ils
CUrrCRS, in ordor 3 sinrdzo the great arsblen of intlation
walen Frawil hes esperiutond Jor ov.r Len Jeeras  the orizary
couve ol ohdd inllsvesa 8L vce. erinbing of pazer souvy to
Poy dor Ladgob Gefieits.  Llaw amalolls a1y trwad has heen
BUROIULd Buuthaal LF Whe lavPease o i, orbs Sron shress waigh
weied o Ludb bls 188e o1 stvel Lrisces  Sur Ciponenal sid nns
LoBa GoBigavd o facilituie pidce abetility Ly providin, oulance
of paycenis assisbuwice to finice escentiel icports frow abrosd,
ineluding the Gndied cizbes, Iu sy 106 the vni<cd Jbates
A,r00G 0 Previde 330 mlilivi in new credits to Lrauil in supoort
Ol & New ecchunde prwylals In advition, the Internsidonal
honetary 'und and severol _uropesn coubibrbes exterded substantial
credits for the sww parpgese. lhe repiyuint of past de.ts of
‘ragil to the participants in wiis Progrog was postponeu and
rescleduled.

ke pertdsl success o. ithis proray wea inficsted rocently
by a strengthening of the value of the cizeiro in relaiion to
the collar. The price rise weatucned ia ~urs. Cavison's letusr
Wid probably he result o a recens rownd of %8,0 licrawses
srenied by the irazilian uivetiseut aud Lecuuse of & teaporury
shurtage o Jooduluils 1o i sreéy perticulurly in weeat and
Gorn. It 1s elear that recent United states losns had nothing
to do with the price rises, excepl tu possibly koop them from
being evon more severs.

Regarding

The Ecnorsble
Tom Steed,
House of Representatives.
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ri_ndutrhnu or landowner is, therefore, further magnified, and the discontent —l
of the masses proportionately increased.

COST OF LIVING

A study recently completed by Alberico Bezerra Cavalcanti, an economist with
the Rural Ecomomic Service, indicated a rise of 70.02% in the cost of living in
Pernambuco during 1961, Though a higher estimate, perhaps, than that which might
have been arrived at by the Getulio Vargas Foundation with its more precise methods,
Bezerra Cavalcanti's figures more accurately reflect the real impact of rising
prices upon the common man, Some price increases traced during the full 12 month
period reflect dramatic rises:

Between January 1961 and January 1962, rice went from Cr$ 26 to
Cr$ 52 per kilo (or a rise of 100%),

Lean Pork went from Cr§ 55 to Cri 200 per kilo (over 30G0%).

Wheat flour xose from Cry 30 to Cr§ 56 per kilo (53%).

A liter of milk from Cr$ 20 to Cri 34 (59%),

Butter from Cr§ 360 per kllo to Cr§ 450 per kilo (80%).

Eggs, per dozen, went from Cr{ 89 to Cr§ 120 (70%).

Mandioca flour, per kilo, from Cr$ 22 to Cr$ 55 (l10%).

Average bus faree in Recife from Cr$ 5 to Cr$ 10 (1COR).

Nor do these figures rcilect more recent increases, Bezerra Cavalcanti's
quotation of Cr$ 52 for a kilo of rice was effective as of the first week in
January of 19624 By February the price had jumped to Cr§ 70 and is still increasing,
Vheat flour, which was quoted at Cr} 56 per kilo in January, has now soared another
100%, selling ss of March 13 for Cr§ 120, The same general pattern is mizrored by
most other products,

Rents are ‘also rising swiftly. For example, three-bedroom apartments in a
new building in Boa Viagenm rented for Cr$ 45,000 in October, By Decenber the
bottom price was Cxr$ 55,000, and in March it had climbed to Cr$ 75,000, or an
increase of 66% in S months. Nor is this an isclated case, A small downtown
apartment rented by a Brazilian ecwployee of SUDENE some 8 months past for
Cr§ 15,000 was rented for Cr§ 32,000 when he vacated it two weeks ago. In lower
rent areas prices have also risen, In one block of two-room workers houses the
going rent (for new tenants) has increased in a six month period from Cr$§ 5,000
to Cr$ 8,000,

WAGES

Just before the old year came to an end most sectors of organized labor in
the urban centers received wage increases usually amounting to 40% or more.
During the first 2-1/2 months of 1962, therefore, there has been less labor
agitation for higher wages than usual among organized urban labor, Bank workezs,
however, who received a 307 to 40% increase in December, by March felt themselves
obliged to demand a 20% bonus.to meet the rising cost of living, In general,
during January, February and early March, wages dropped further behird prices in
the Northeast, Whereas in the industrial South the large number of well organized
urban workers are able to more effectively demand higher wages (in many cases tlwl.]
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susiEcT:  Cost of Living in Guanabara - February 1962

The cost of living in Guanabara was 1.6% higher in February 195a
than in the preceding month of January, according to the cost of livi
index of the Ministry of Labor. The same index shows an increase of
about 10% thus far this year (February 1962 over December 1961). This
large increase represents a revision made last month in the compenent
indices for rent, clothing, hygiene and light and fuel, and is somewhat
misleading. During the past twelve months (February 1962 over February
1961) this index inoreased approximately s

The Getulio Vargas Foundation's index was 2.2% higher in February
1962 than in the preceding month of January, showing an inocrease of
about 5.3% thus far this year (February 1962 over December 1961). During
the past twelve months (February 1962 over February 1961) this index
increased approximately 46%. |
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suniect: Cost of Living in Guanabara - March 1961

According to the Ministry of Labor index, the inorease in the —I
cost of living in Guanabara was 1.2% higher in March 1962 than in
the preceding month of February. The same index shows an inorease
of about 11% thus far this year (March 1962 over December 1961).
During the past twelve months (March 1962 over March 1961) this index
inocreased approximately 50%.

The Oetulio Vargas Foundation's index was 2.5§% higher in March
1962 than in the preceding month of Pebruary, showing an increase of
about 8% thus far this year (March 1962 over December 1961). During
the past twelve months fnu-ch 1962 over March 1961) this index inoreased
approximately H47%.

For the Ambassador:

John T. Fishburn
Labor Attaché
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SUBJECT: Cost of Living in Guanabara - May 1962

|— According to the Ministry of Labor index, the imcrease in the ca

of living in Guanabara was 2,9% higher in May 1962 than in the pre-
ceding month of April. The same index shows an inorease of about 17%
thus far this year (May 1962 over December 1961). During the paist
:::i:; ;g;xtha May 1962 over May 1961) this index increased approxi-

The Getulio Vargas Foundation's index was 3.8% higher in May 1962
than in the preceding month of April, showing an inorease of about 14%
thus far this {nr (May 1962 over December 1961). During the past
:::ﬂ; :g:bhl May 1962 over May 1961) this index inoreased approxi-

For the Ambassador:

|ofennt -
Harold Shapiro
Assistant Labor Attaché
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susiecT:  Cost of Living in Guanabara - April 1962

Acocording to the Ministry of Labor index, the inorease in the um
of living in Guanabara was 2.3% higher in April 1962 than in the pre-
ceding month of March. The same index shows an inorease of about 14%
thus far this year (April 1962 over December 1961). During the past
twelve months (April 1962 over April 1961) this index inoreased approxi-

mately 47%.

The Getulio Vargas Foundation's index was 2.0% higher in April 1962

than in the preceding month of March, showing an increase of about 10%
thus far this year (April 1962 over December 1961). During the past
twelve months (April 1962 over April 1961) this index inoreased approxi-

mately B4%.
For the lbllly-‘
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John T. Fishburn
0 Labor Attashé
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THE DEPARTMENT OF STATR, WASHINGTON.
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CERP, D-10} despateh 253 of April 27, 1962
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SUBJECT! g3o Paulo Cost of Living Index = April 1962

FO
car FS-

r 7
Listed below is the Cost of Living Index of the City of S3o Paulo for
the month of April 1962, These figures, which refer to the working classes,
are released by the Division of Stetistics and Social Documentation, Depart=-
ment of Culture of the Prefecture of the Municipality of Sio Paulo,

Item

Food
Housing
Clothing
Fuel
Medical Care
Smoking Items
Household Clesning Supplies
Furniture
Transportation
Miscellaneous
Weighted JAverage
Base: 1951 = 100
The April weivhted average indicates an increase of 2,9 percent over
the March average, This figure compares with an increase of 5,2 percent
in the corresponding period in 1961, Coet of living in Sdo Paulo increased
45,4 mercent between April 1961 and April 1962 as compared with 36,4 percent
curing the preceding twelve months,

For the Minister Coneul General:
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supect: S0 Paulo Cost of Living Index - May 1962

= Listed below 18 the Cost ol Living Index ol the ecity ol

S&o Paulo for the month of May 1962. These [izures, which refer
o the working classes, are released by the Division of Statistlos
and Social Documentation, Department of Culture of the Preflecture
of the Munieipality of S&v Paulo.

Ltem Index

TFood 1561
Housing 398
Clothing 1030
Fuel 1281
Medical Care 1041
Smoledng Items 1278
Household Cleaning Suppliea
PFurniture
Traasportation
Miscellaneous

Weilghted Average
pase: 1951 - 100

Z96LT T 0r

The May weighted average indicates an increase’of 4.7
percent over the April averaze as compared with a 1.5 percent
inerease in May 1961, Cost of living in Sao Paulo Increased
48.8 percent between May 1961 and May 1962 as compared with 37
percent during the precedin; twelve months.
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The Department of Sbate,)Washington
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FROM /mBrbassy RI0 DI JANEIRO paTE: July 19, 1962

SUBJECT : Copt of Living in Guenebares=Junc 1962

REF i .

-

According to the linistry of Lebor index, the inerease i the cost
of Uving in Guensbars was 3.206 higher in June 1962 than in the pre-
ceddns month of lay. The pase index shows an increase of about 21f
£hus Ter this year (June L0E2 over Decesber 1961}, During the pest
twelve monthe (June 1962 over June 1941) thie index increased approxl-
uately 52

The Getdlio Vargelh Foundetion's indes: weo 2,54 higher in June 1562
tlien in the preceding uonth of Mey, showing ierease of about 106
thus fer thic year (June 19062 over Dece ber During the past

twelve uonths (Jne 1062 over June 196L) % nereased approxis=
pebely 50T,
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FROM  : Anicon SKO PAULO DATE! July 25, 1962

SUBJECT : 850 Paulv Cust ol Living Index - June 19362

REF : CERP, D-10; despatch 317 ol June 20, 1962

5 Listed below 18 the Cost of Livinzy Iandex o the elby of L

S840 Paulo for the month ol June 1902. These Cigures, which
refler to the working classes, are released by the Division of
Statistics and Soclal Documentatlon, Departient of Culture ol
the Preflecture of the Municlpality of 3% Pavlo.

Itein Index

Food 1677
Housing 839
Clothing 1032
Fuel 13L2
Medical Cave 1054

witdng Items 3294
Hougehold Cleaning Suppliles 1120
Purniture
Transporiation
lMiscellaneous

Welghted Avera:te

RBase; 1951 - 100

The June welzhted average indlcates an increnae‘ of 4.3
percent over the May average as compared wiih a 2 percent
inerease in June 1961. Cost of living inereased 52.2 percent
petween June 1951 and June 1962 as compared wlsh 36.6 percent
during the preceding twelve months. i
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FROM Auicon SKO PAULO DATE: Aupust 21, 19.2
SUBJECT : 880 Paulv Cost ol Living Index - Jul; 1ol
REF : CERP, D-10; despatecn A-20 of July 25, lguz

r Listed below is the Cost of Living Index o the eity of 1
Sfo Paulo [for the montin of July 19u2. These Jijures, vhich
reler to the workin; classes, are released Ly the Division of
Statlatics and Soclal Docunecntation, Departient of Culture of
e Prelecture of the Mun pallty ol S&v Paulu,

Lndex

uoﬁneuuld blaalin Supplies
iture
Transportation
liisecellaneous
ted Average
21 - 100

“he July welgnted averase indicates a AL t; 1
pelcent over the June averase as compared & 3.4 kgerease
in July 1961. Cost ol liviig increased jl.; cent DRoween
July 12l and June 1962 as cvwpared wita 3. cen du:.pr
cie preceding wonth. Cost o. lving hetween Jn.ml«_":’ a.ls
July this year increased 2u.o peI‘cexn. as coupared w
percent for tne same perlod a year &4v.
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DEPARTMENT OF STATE

Memorandum of Conversation
LDMITRD OFVICIAL USE DATE: Saptenber 12, 1962
11100 a.m.
SUBJECT; Complaint of US meat packing companios in Brazil re meat ceiling price

PARTICIPANTS: 11y, Jiimunl Alvare OZ0RIO DE ALYLIDA, Minister Counselor,
Brazilian Enbassy ;
¥r. Georpe Alvares MACINL, Mindster Counselor, Brazilian Embassy

Mr. liarvey R Vallman, Director EST
ARA
L

F
FST
Anerican Embossy Rio de Jansiro

—==hy

Fre Yollnan repverted to the Brazilian Embnssy Counselors the eemnladnt of the °
U5, moking sompanies operating in firazil aas followst COFAP had roenived a recom
wandatdan from a study proup for the nationalization of the ereirn ment packing 4
gorpridass Prooatly COFAP had get a ceilin; price for mert which i 10 or 15 per= \»
cant balow the rrico at which the meking eonpanies are able to ourchase meat. The ].
only vny to continue in Lusiness profitably wnder ouch » ceiling price is to am:mre\\
in bloek mrket opor~tions. H~tional companies are able to do bhis but foreipn N
gonpanies with tin 1.11:*".1*:. of wxpropriation hanginp over then dare not. This mkes
for a digerimination in faot arainct the formirnn commnieg.

¥r. Vollman aadd that he would apprecinte the kmbagay's wverifying thosa allesn
tionc of the 1.5. neat picking eempanies and if they prowe to be eorrect. 1n‘]ic.'1t.hlr:-\
wint night be dono in relief of the U.S. eompanies. )

re yin sald thal tho rllepations of the meat companies were quite plaua:sble\
Ho agnartod 1 aindlayr cituation, d.0., yhore, in oxdur to attenpt tn make basie food
aneapor and more avsilable to the miased, unrenlintie ceiling prices had bezn set, \\
aigted with regpoct to ather foods. 1o said that tho Brouilian Government would
pave to mike a2 chanie or faen the neoansity of mitionalining food production and \ $
digtribution. ito pormented.that COPAP'a dacinions wore uswally political. Ire
Paciel aid not diemont fron those observations. \\]

ambassadar Caupos wiio joined the eigeussion ot tho ond observed that the \\
Mindster of Lrpieulture mipght be ablo to be of ansoinkanea, ia alse acknoulodged
ona of ho rinigtors withoub protfolio to be appointed under the now cablmb!s
profgrom for contrmlling inflation and food supplica night have responsibilitien \l‘

n mnbhers b
n ﬂm-. »11nan stated that the report received fron the U.S. companios had also\
hoan prgnnd Lo, our finbasay in Rine \

M,.m,.._m[' eanele  9el7=62
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Ameon SAC PAULO DATE: September 12, 1962

Price Ceilings for lieat

Znclosed 1s a memorandum of conversation between representatives
of American meat packing companies and officials of this Consulate

AN e General regarding the problem caused by price ceilings on meat

transactiens, effactive in tha Sao Paulo area September 1.

For the Minister Consul General:

Vchand, & T

° Richard c,‘— Desmond
Consul
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DEPARTMENT OF STATE
RIO DE JANEIRO

Amcon SKO PAULO naTe: September 26, 1962
Cost of Living Index - August 1962
CERP, D-10; Airgram A-38 of August 21, 1962

Listed below is the Cost of Living Index of the city of 71
S%o Paulo for the month of August 1962, These figures, which
refer to the working classes, are released by the Division of
Statistice and Social Documenttion, Department of Culture of
the Prefecture of the Municipality of SHo Paulo.

Item Index
Food 1818
Housing 984
Clothing 1124
Fuel %g 2

Medical Care
Smoking Items
Household Cleaning Supplles
Furniture
Transportation
Miscellaneous
Weighted Average
Base; 1951 -~ 100

7961 61 120

a3l d

The August weighted average indicates an increase of 5.4
percent over the July average as compared with a 1.1 percent
increase in August 1961. Cost of living increased 58.1 percent
between August 1961 and August 1962 as compared with 38.1 per-
cent during the twelve preceding months. Cost of living be=-
tween January 1 and August this year increased 29 percent as
compared with 18.9 percent for the same period a year ago.
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ANALYSIS & DISTRIBUTION
BRANCH

FROM : Amembassy RIO DE JANEIRO DATE: Ootober 24, 1962

SUBJECT: Cost of Living in Guanabara - September 1962

REF

According to the Ministry of Labor index, the increase
in the cost of living in Guanabara was 1.06% higher in
September 1962 than in the preceding month of August. The
same index shows an inorease of about 20.88% thus far this year
(September 1962 over December 1961). During the past twelve
months (September 1962 over September 1961) this index inoreased
approximately 46.16%.

The Getdlio Vargas Foundation's index was .89% higher in
September 1962 than in the preceding month of August, showl
an increase of about 29.81% thus far this year (September 1322
over December 1961). During the past twelve months (September
tgsgl;vor September 1961) this index increased approximately

For the Ambassador:

Harold Shapiro
Assistant Labor Attaché

DISTRIBUTION: POL I (2), ECON (2), ADMIN (2), Sidc Paulo (2),
LMr. Korp (2), CF (3), LABOR (4).
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DEPARTMENT OF STATE

RIO DE JANEIRO

Amcongen, SAO PAULQ naTe: December 5, 1962
Tsmporary Sclution to Ment=Packars Problem Still Prevails

CERP, D14 and Congyan A121 of October 31, 1962

ctiua againot official ceiling prices for beef in S3o Paulo )
=121 is still in effect, although COFAP has initiated action
injunction terminated, Legal representatives in Brazilia
o2t fivons are now carrying out a delaying action
s dalay consid-ration of the case by the Court of Appzals
v the warn of the year whan the Court will begin a twosmonths
‘a 'l hereafter, beef suppliss will be seasonally more abundant
prescat, and this may bring some relaxation of the pressure
Cn the other hand, under inflationary conditions, the
which the Covernment shows no dicposition to alter,
~ run tend to becoric more and more unrealistic.

For the Minister Conaul General:

: w &
Lt l( A

R1chard C. Desmond
Consul
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CONFIDENITAL Page 2

Airgran A-665

Rio de Janeiro

wut they had discussed a solution to the problem with him, He had told
them earlier that any solutden which thoy might proposa had to be a political
ons in ordar for it to recelive consideration. Their political solution is
to agree with COFAP tc deliver beef flanks to butchars at low prices, thus
making it possible for the butcliars to offer cheap beef to the public, In
return for their committing thomselves to supply beef flanks on this basis,
the pricos of other cuts would be left uncontrolled, MNonteiro indicated
that this would appear to be a satisfactory solution providod 1t has the
approval of Prazilian paciers end the retail butchers, Herbert sald that
soe progress had baen mads in lining up both the Brazilian packers and
the butehers and that he had hopes that all will agres to the proposed
solution.

This 1olution probably will only bo feasible if %he packers obtain a
permanent injunction against COFAP's ceiling prices. Even though thay
win this injunction thoy plan to go back 4o jloateiro and say that they
wlsh to eooparate g1l wish to put their propezal into effect even though
they are not required to do so, Thay 4111 try to do the sam2 thing if thay
lose their case for a peraananl injusction and thay would hope that Homtelro
would approva the proposal and parilt than to put it into effect. Thay
think, houwsver, that ho might w11l not do so if they do nol socure legal
raliof from the COFAP ceiling prices, This is also a good posaibility
because Monteire does not bsliave tha paclers would discontinue their
oparations which ccn2 under the ceilins prices even though the ceiling
prices are unprofitable.

Herbert said, hewsver, that under the COFAP price ceilings they would
lesa around ten thousand cruzerios per head of cattle slaughtered at the
prasent tire. If they loae thois ease for a permanent injunction and they
ars again made subjoct to tho eurrent coraP price cailings, he sald Swift
would gradually and quistly reduc. thair slauvshboring operations subject
to the price coilings bub would maintain production of ssusage and other
industrial produets vhich are not subject to the price coatrols. He
thoaght the other U. 5. packars would follow a sinilar cowrsc.
an aventuslity would be bound to zive rise to a Joud oubery against the
they wanted the Smbacsy Lo be foravaraad of this as a possibiiity.

For the C':‘.argé d'AfTaires a.l.:

Cota Tt

Robert Eakens
Counselor for Economic Affairs
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aa~g: December 12, 1962
Companies Worsens

. GERP, D-14; Congen A-167 of Decamber 5, 1962

i A
Representatives of American meatpacking companies in the Sao .

Paulo area have informed the Consulate General that they under stand
the President of COFAP has {ssued an order intended to restore
ceiling prices on meat, The representatives in question have not seen
the order which, they understand, was published in the Diario Oficial

" of about December 7, They have been told, however, that it applies

directly only to the state of Guanabari.!‘and instructs COAPs to
establish ceilings in other states within fifteen days, The ceilings
set for Guanabara are said to be: the same that were in effect in August,

The meat companies can draw no conclusions as to the implica~
tions of the reported new order until they have studied the text. On
the surface, however, they say it would seem to be in violation of the
court injunction which is still in effect and to constitute an act ex«
ceeding the authority of the President of COFAP. -

Whatever legal action may be taken agrinst the roported new order,
it portends further difficulties for meat companies, particularly foreign
companies operating in SRo Paulo.

For the Minister Consul Ceneral:

.:5! An official of lnterna:iﬁnal v e
packers says its companies are
stopping shipmeats to Rio,

Ko 1IN
Lef fa _{f: .I vile e
“ Richard C, Desmond
4
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INFO: RIO DE JANEIRO

FROM : Amcengen, Sio Paulo DATE: December 14, 1962

suBJECT : Meatpacking Coimpanies Fear Int2ivention

A
REF : CERP, D-l4 and Congen A=175 of December 12, 19624

I

(Begin UNCLASSIFIED)
The director of the price control office in Sio Paulo announced to

the press on December 13, 1962, upon his return to this city from a
meeting in Rio de Joneiro with Max Rego MONTEIRO, President of
the Federal Price Control Agency (CCFAP), that the latter had ordered
him to prepare for Government intervention in Gio Paulo's meatpacking
firms. The interventors in each firm would control production and
distribution of meat, lasuring that prices were no higher than those
authorized by law, according te newspaper reports of the comments of
the local price control director. He did not say on what date the
intervention would take place. (End UNCLASSIFIED)

(Begin OFFICIAL USE OILY)

Mr, Dean HARBIN, manager in S0 Paulo of "Wilson do Brasil,"
advised the Consulate General on December 14 that this announcerent
makes the future of US=owned meatpacking firms very bleak, Uatil
now, the price control authorities have talzed of forcing meatpackers
to sell at the prices they authorize, but this is the first public announce=
ment that direct intervention is contemplated, according to Mr,

Harbin, He said he has some doubts whether foreign meat firms, once
intervened, would ever be returned to their owners. He further said that
he anticipates that the interventors will sell meat at around 75 percent

of the cost of prodnction, which would lead to financial ruin of the
companies.

L il I
vomi QFFICIAL USE ONLY m;‘“‘:: = D‘*-E'?'i’_—m e onty
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For the Minister Consul General:
/ d
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”'}' FROM : Amcongen, SO PAULO DATE: December 21, 1962

"*" | sussecT . Sdo Paulo Cost of Living Index = November, 1962

AR

REF * CERP, D#10; Airgram A-155 of November 28, 1962,

r Listed below is the Cost of Living Index of the city of Sdo Paulo for
the month of November 1962, These figures are released by the Division
of Statistics and Social Documentation, Department of Culture of the
Prefecture of the Municipality of Sdo Paulo,

ITEM INDEX

Food 2005

Housing 1134

Clothing 1391

Fuel 1397

Medical Care 19

Smoking Items 1649

Household Cleaning Supplies 1257

Furniture 1755

Transportation 2220

Miscellaneous 1632

Weighted average 1638

Base: 1951 equals 100

The November weighted average indicates an increase of 5.1 percent
over the October average, as compared with a 4,8 percent increase in
November 1961, Costwofdiving increased 56,2 percent between Novem«
ber 1961 and November 1962 as compared with 43 percent during the
preceding twelve months, Cost-ofeliving between January 1 and Novern«
ber this year increased 52,8 percent as compared with 40,4 percent for

L the same period a year ago, or the ?m,b 1
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FROM : AmEmbassy, RIO DE JANEIRO DATE: December-27;-1962—

#<

SUBJECT : The Use or Price Controls as a FPolitical Instrument ,_W

™= | rer : ﬂ?ﬁ

-
The enforcement of absurdly low ceiling prices on a regional basis E
over the past several months provides a clear example of how the
price control authority can be used as a political instrument and
how the much broader suthority of SUMAB might be used when it begins
full operations (See Embassy Airgram A
present time price control adminis
Price and Supply Oommission) which to be incorporated into SUNAB

R SBhaofre-3062 Com

The case at issue involves the control of prices over rice
and, since early this week, beef, While roughly the same ceiling
prices have been established in all major population centers,
g0 far as is known to the Embassy, they have been consistently
enforced only in the State of Guansbara (essentially the city or
Rio de Janeirc) whose Governor, Carlos Lacerda, happens to be probably
the most eloquent and vocal critic of the Goulart Administration.

A3 & consequence of thess price ceilings being enforced by
GOFAP in Cuansbara, these products have disappeared from the markets
of Rlo de Janeiro while remaining in abundant supply in all neighboring
towns and cities just across the state border at prices two and three
times the established ceiling price. =

~

This tactic is effective in cutting off the supply or the -
Ouansbara residents cnly because of the very poor transportatios
and commmnications network as a result of which many of the lower -
mn—mnpedthrdnnntmxthuummtyamp@dmﬁ
in nearby towns or do not have the time or money to travel th&l

/distance =3
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distance. Many do, however, make periodic visits to these towns
returning with as much rice as can be carried. Many others, however,
stand in hours long lines in the public squares of Rio to purchase
rice direct from government sources at subsidised prices.

By this tactic the Administration tries to achieve two cbjectives.
In the rirst place, it seta itselr up as the benevolent supplier,
bringing rise to the people at low prices while charging that the state
is unable to mmintain the supply line. Secondly, it creates popular
unrest and dissatistaction in the hope that the Govermor will be blamed
or perhaps even that unrest will rlair into viclsnce giving the federal
government the excuse it undoubtedly would like to have to intervens
in the state.

The latter possibility was hinted at recently by War Minister Krusl.
In answer to & published telegram from Lacerda to Goulart asiking why
the Army was selling rice in Ousnsbara (and over the ceiling price at
that). Kruel, on Goulart's behalf, stated that the armed forces were
always called on to intervene in case of crisis or catastrophe to
"mitigate the suffering of the people." The crisis arising out of the
rice supply, he added, "should have been avoided by the state officials
who are responsible for supplying the city." How orricials of a state,
which produces only three per cent of its normal rice consumption, should
go about maintaining the supply, the Minister did not say.

A pumber of pap have, indeed, come to Lacerda's support
opm];mzm-o obviously the federal government's objectives.
Unfortunately, editorials are not widely reed and it is likely that
only very tew people really understand what is going on. What is
more disturbing is, that with the establishment of SUNAB, the list or
1&~L-umh1;mromﬂnrlmndwﬂwmmthnop
of such control will be greatly sugmsnted so that such pressures on
the rebellious and vooal Governor of Guanabara (or other recalcitrants)
can be kept up for a long time.

For the Ambassador:

=
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FROM : Amoongen, SAO PAULO OATE: December 28, 1962

SUBJECT Prospeet for lieat Prices Remaln Tneertaln
— g
REF ©  QERP, D-14 and Congen A=-183 of Decemver 21, 1962

s
~he opder vefarred to in A-123 which would fix un-
:gzlistically low price cellings for beef in the State of
33n Pzulo has not yet been put in effect, and 1ts future 1s
uncertaln. The press has reported that the preposed
» srag refevoed Sor aporoval Ly the President of the
35 Paulo COAP 5o 4he Presldent orf COFAP, The press has
e fur r reference o negotiations and delibherations
- COFAR, feneral Altino Silva and representativea of
mpanies, ar an of the possibility of a com-
solution. It i1s therefore possible that the proposal
ars deseribed in A-138 may be still ve under con-
Ona newspaper has mentioned the possihility
slon may Le deferred until after the pleblseglite

a press has reported statements
d ‘n4eiro, President of COTAR,
that azency to stu
altles provided
and other nanvers of the me
pricas or hoarding meat.

For the Minister Consul General
" 1]

bl Al fot
Richard C. Decsmond
Consul
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FroM : Amembassy RIO DE JANEIRO

SUBJECT :

paTE: January 4, 1963

Cost of Living in Ouanabara - November 1962

REF

-

According to the Ministry of Labor index, the inorease
in the cost of living in Guanabara was 2.T4% higher in
November 1962 than in the preceding month of October. The
same index shows an inorease of about 36.02% thus far this
year (November 1962 over Degember 1961).

Dwin? the past
twelve months (November 1962 over November 1961) this index
inoreased approximately 39.45%.

The Getdlio Vargas Foundation's index wWas 5.6% higher in

November 1962 than in the preceding month of Ootober, show

an inorease of about 41,1% thus far this year (November 1962
over December 1961). During the past twelve months (November
igﬁa over November 1961) this index increased approximately
5.8%. ,-;,

For the Ambassador:

=
o
>

Herold Shapiro 33
Assistant Labor Attaché

DISTR oN: POL I (2), ECON (2), ADMIN (2), séo Paulo (2),
. Korp , CF (3), LABOR (2).
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DEPARTMENT OF STATE 1963 JAN 24 P 12 59
RIO DE JANEIRO

Ritran
ANALYSIS & DIST,
BRANCH RIBUTION

Ancongen, SAO PAULO DATE: January 18, 1993
S50 Paulo Coat of Living Iidex - Decemoer 1962

CERP, D-10; Alrisram A-1.7 of Decouler 21, 1962

~
Listed Lelow is the Cost of Living Index of t.e clty

of 83c Paulo for the month of December 1332. These flpures

are peleased by the Divisior of Staltlstles and Social Docu-

mentallon, Department of Culture, of tie Prefectire ol the

Murlclpallty of 88c Panlo.

INDEX

203F
1192
151
15642

Medical Care

Snokirs Items

House old Cleanin  Supplles

Furniture

Transportation

Miscellaneous

Weizhteu average
Base: 1951 equals 100

Twe Decenber welgited averaye lndleatgs an 1icrease
of 5.0 percent over t e Novewber averace, 38 conpare
with a 2.2 percent lncreas 1in December 1931. Cost=
11vin,_ increased ul.o percent between December 19€1 and

UNCLASSIFIED
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December 1902 as compared with 43.5 percent in the preceding

Cost-of-1ivin; between January 1 and December

tiila year increased 53.¢ as compared with 43,3 percent for
the same perlod a year apyo.

twolve months.

For the Minister Consul General

) 72}
Richard C. Desmond
Consul
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D agust 23, 1960

The Honorable Thomas C. Mann
Assistant Secretary of State
United States Department of State
Washington, D, C.

Dear Mr. Mann:
Re: Brasilia
P
You were of great assistance to Intercontinental Hotels Corporation, I
our wholly~owned subsidiary, in making possible the El Salvador hotel, We ~
believe this hotel has made a measurable and constructive contribution to 'fr'u
the prestige and economic strength of San Salvador. 1,

i

We are now making a concentrated effort to organize and finance a pro- 4

Jject for the construction of a major hotel in Brasilia, The need for this hotel o

is generally recognized. ’
The proposed hotel will consist of 400 guest rooms and the total esti=

mated cost is the equivalent of $8, 900, 000, Of this, approximately $1, 800, 000

will be dollar costs and the balance, cruzeiro costs.

A Brazilian company has been organized, Companhia Hoteleira Novos
Horizontes, 8.A., and the initial shares have been subscribed, one=third by
Pan American, one=third by Panair do Brasil, and the balance by prominent
Bragzilian citizens. A 40eacre site has been offered by the Federal District
of Braszil (Brasilia) at a cost of the equivalent of $375, 000 to be paid for uvar-rl
fifteen years with interest at ten percent. —

0

It is proposed that the Brasilia financing be approximately two~third® r
loan capital and one~third equity. Application is being made to the Export®
Import Bank for a longeterm loan for the dollar component of §1, 800, 000, =+
A previous application for a somewhat larger amount was rejected by the 2 m
ExporteImport Bank in 1959 for the reason that no loans of any kind were
being made by our government or its agencies to Brazil at that time.

President Kubitschek evidenced strong interest in the hotel pi-&jact
by a longhand note written last January stating that he would be prepared to
support the project by recommending that Brasilia authorities donate a 40.acre

188 EAST 42ND STREET NEW YORK 17 NEW YORK




site and by offering to arrange for cruzeiro financing from one of the govern-
ment banks to the extent of 300, 000, 000 cruzeiros ($1, 500, 000},

Since that time, discussions have been held with the Brasilia authori-
ties, notably Dr. lsrael Pinheiro, Governor of the Federal District of Brasil,
and a proposal outlined to him to finance the cost of the hotel by a $1, 800, 000
Export=lmport Bank loan, and an 800, 000, 000 cruseiro loan from PL. 480
funds out of a program which we understand to be now under negotiation and
share capital of 600, 000, 000 cruseiros to be underwritten by Intercontinental
Hotels Corporation, IHGC intends to request the Export-Import Bank for a
Cooley fund loan to finance the acquisition of these shares. This financial
program has been informally presented to President Kubitachek with the
suggestion that the 800, 000, 000 PL, 480 cruseiro loan would eliminate the
necessity of his offer of 300, 000, 000 cruzeiros from a government bank, but
that it was, of course, up to the Braszillan Government whether they wish to
use only PL, 480 funds or a comblnation of a PL. 480 loan and the Brazilian
government bank loan, We are awaiting a formal reply to this suggested finan-
cing.

Dr. Pinheiro has now advised us that the Federal District of Brazil
has decided that the land for the hotel cannot be donated, but rather must be
paid for and that the purchase price is 75, 000, 000 cruzeiros ($375, 000)
providing the hotel is completed by December 31, 1962. If completed later,
the price will be 112, 500, 000 cruseiros ($562, 500), These terms for the
site appear to be liberal and provide an incentive for proceeding with the
project, assuming the financing can be obtained.

We are under considerable pressure on timing since the financial
commitments and the land should be secured before next January when Brazil
will have a new government,

We have kept Ambassador Cabot informed of all developments with
respect to the project and are sending him a copy of this letter to you.

The purpose of this letter with respect to Brasilia is primarily for
your information but is also written with the hope that the Department of
State will feel that this project is worthy of support, particularly because it
will create a non-extractive and substantial source of foreign exchange for
PBrasil and at the same time will be an important step in the economic cooper=-
ation between Brazil and the United States.

1
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#oth A it
The Honorable Thomas G, Mann 7-/- ('z -
Aspistant Secretary of State £/0- att

United States Department of State
Washington, D, C.

Dear Mr. Mann:

Re: Buenos Aires
) B
We are making a concentrated effort to organize and finance a: 7
project for the construction of a major hotel in Buenos Aires. The Y

need for this hotel is generally recognized.

The proposed hotel will consist of 600 guest rooms and the total
estimated cost is the equivalent of $13, 700, 000,

Intercontinental Hotels Corporation, our wholly-owned subsidiary,
has worked for nearly ten years to develop this much needed project and
more than $100, 000 has been expended in trying to make it a reality.

An Argentine hotel company, Compania Hotelera Nuevos Horizontes,
S.A., has been formed and it is hoped that prominent Argentine institu=-
tions or citizens will subscribe for a majority of the shares, but to date
Pan American has had to subscribe for all of the initial shares because of
present lack of interested equity capital.

In June of this year, Nuevos Horizontes received a pre-award from
the City of Buenos Aires of a 3.8 acre site in the centre of the city, The
cost of the site is 130, 000, 000 pesos ($1, 585, 000) to be paid for 10 percent
in cash at the time of the final award and the balance to be paid over 15
years with interest at the rate of 3=1/2% payable after the hotel opens.

The dollar component of the total cost is estimated to be $4, 446, 000, ﬂ
A loan application has been made by Nuevos Horizontes to the Export-
Import Bank for this amount and IHC has been advised by the Exportelmpgrf™ T
Bank that the Bank is prepared to process the application as soon as IHCU N
can provide evidence that a large part, if not all, of the peso financing f\" I— o
available, Unfortunately, all efforts to locate sources of peso financing_. m \Ju\

2
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‘| Article 2, The Fund will be made up of

a) The sums which may be allocated to it annually in the budget laws,

b) The valus of the real estate privately owned by the National
which may be utilised for this purpose.

#) The ocentributions or loans in money or kind that may be made by officlal
benks and official organizations other then banks, resulting from
disinvestments, oredit recoveries, and other non=inflationary sources,
or by the transfer of assets.

d) Other contributions which may be incorporated as provided for in Article 3.

Article 3. The Federal Housing Fund will aleo incorporste sums asepuing from

s entered into with provinces and municipalities, with official institu-
tions, national, provineial or municipal, mixed or private; with foreign or
international organissations, and other allocations that may be made for this
Purpose.

Artiole 4k« The Federal Housing Fund will be utilized for the granting of advances
secured by first mortgages of savings and loans organizations, banks and other
institutions, excisting or to be created, which fulfill the conditions to be es-
tablished in pertinent regulations. Other specifisd aseets of these organizations
may be plased under general or special guaranties.

Articls 5. The income and interest mccruing from the investments of the Fund
will be acoumulated and will be charged with the administrative expenses result-
ing from its operations.

Artiocls 6. The Central Bank of the Argentine Republic, in its capasity as
financial agent of the National Government, and pursuant to the credit and mone—
tary functions established in ita charter, will administer the resources of the
Fund within the rules and regulations established by the National Ministry of

Econcmy.

Article 7. Savings and loans institutions and other finansial organisstions,
existing or to be oreated, whose object it is to grant credits for housing, are
included in the provisions of Article 6 of Deores-Law No. 13.27/57.
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From February 14-19 Robert MOORMAN, Chief Engineer, and Douglas SMITH, R.;Ln:.ll—]

Director for Latin America, DLF visited Buenos Aires to requast additional data
relsting to loan applications submitted on two roads in Entre Rics and to discuss @
G

v

with ICA housing consultantsy Oscar KREUTZ and J. Alston ADAMS, the results to date i
of their investigation into the feasibility of a savings and loan association system l\;
of hous financing in Argentina, During their visit they talked with Minister of b
Economy Alsogaray, Minister of Public Works Costantini, Vice President of the Central o)
Bank Otero Monsegur, represemtatives of the Direccion Nacional de Vialidad, the
Ambassador, Messrs, Kreuts and Adams, and officers of USOM and the Embassy. Sum-
maries of the principal tions are hed

With respect to housing Mr. Moorman and Mr. Smith reiterated to Minister Al-
sogaray previous statements of Embassy officers to the effect that any DLF assis~
tance in this field probably could only be in the form of "seed" capital for a
savings and loan association system and would not be available for direst construc-
tion loans by the Government, The Minister indicated that this would be satisfastory,
He said that some immediste steps must be taken to provide housing and that the
Government would scon go ahead with direct loans to builders through the recently
establishsd Federal Housing Fund (Embdes, 954), but that this Fund could also be
used to suppert savinge and losn assoclations, pending passage of a law covering
this system. Mr, Moorman and Mr, Smith were not certain whether the DLF could make
& housing loan before the enactment of sush a law,

In separate conversations Mr. Kreuts and Mr. Adams stated that on the basis
of the information provided tham so far they believed a savings and loan associa—
tion system is feasible in Argentina, It was noted that problems may arise if such
a system becomes closely tied with other activities of the Housing Fund or of the
Government's housing program and also in connection with the form of the contribu=
tion the Argentines will make to match any DLF loans. Messrs, Kreuts and Adams
wers inclined to the view that mortgages representing previous direct housing losns
by the Housing Fund might well be acceptable as this contribution. They Wwere cer—
tain that this would be better than the contributions in the form of publ{d land
disoussed with Mr, Vance Brand in Ostober, 1960.

Shee L)
T T Ry i -
Conversations on the road program centered on (1) the adequscy of thnl:?lty
for performance provided under the Argentine systen and (2) the effect offfj, dad's
g
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Among the decress which the Argentine Govermment issued on Ootober 23
related to the railroad reorganisation program (see Habdes 5.7) was one
authoriming the Mimistry of Public Works and Services to arrsnge for the oon-
struction of hau-hi on hﬁmo; lands, prtirh;lz.thuo owned by En é:i.l—
%ﬂﬂ g.tgg antte uﬁ!ﬁ?ﬁ'ﬁh ’gm rﬁi?. ﬁ rd.t{rw:l workers
Fho voluntarily decide to "tranafer to privats aclivities,” second, to other
railroad workers and, third, to members of other unions. The principal role
of the Ministry, in addition to supervising the priority system, is to make the
land avwailable, pass on construction plans and assure financing of 75% of the
purchase price.

Under this authority two contracts have been signed to date, one for
14,000 units to be bullt in and around Busncs Aires by Construotora de
Viviendes Familiares S.A. (COVIFAM) and the other for 3,000 units in Rosario
and Gordoba to be built by Field Argentina.

COVIFAM has been formed by an Argentine firm, Compafila Fiduclaria
Argentina, and a U,8. company, American International Housing Corporation.
The latter is headed by Mr. Norman Mason, formerly in charge of the Federal
Housing Aduimistration of the U,8. Associated with American International
Corporation in the project are All State Properties, Inc, amd the
National Corporation, The activities of this group have received con-
sidersble publicity. A letter of intent relating to the contract was disclosed
on August 18 by Juan Ovidio Zavala, Undersecretary of Public Works and Services
Undersecretary of Public Works). Om
ucnnn.lu issued a press release in New York ammouncing
the signature of the contract and on November 17 Mr. Mason, with
imericans connected with the project, held a press conference in Bues@ls Aires
at which he deseribed some of the details of the project. As reported in the
press, Mr. Mason stated that COVIFAM had undertsken to build L
provide all necessary urban services using its own funds for the congtrudtion.
hnuqnnutmmt would bs between $6,000 and $7,000 of whiqh 25§ J
be paid by buyer on "formalising the purchass® and the reslinder
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I_ a mortgage given bﬁrtha purchaser to the Goverment which would be j
amortized over years. « Mason also stated that COVIFAM expects to use
Argentine machinery and materials except to the extent that campletion of the
construstion within the estimated period of 30 months requires that items be
brought from the U.S.

It may be noted that the Sociedad Central de Arquitectos apparently was not
reassured by COVIFAM's statement on the use of local rescurces and presented a
memorandum to President Frondisl, of which the following was quoted by La Nacion
on November 21:

"It (the GOVIFAM contract) signifies an attack on the national
economy and on labor sources of fund tal import: Materials
will be brought in which we produce. Labor will be utilised
abroad, the product of which will not be invested here. An
amount of exchange will be misdirected which could be invested

in production goods, The principles upheld at Punta del Este are
denied. Local industry should undertake construction but based
on an ihtegrated concept of housing under conditions which permit
it to develop, this being the responsibility of the State through
direct and complementary action,"

The contract with Field Argentina, S.A. was announced on November 2, Of
the 3,000 units covered by the agreement, 2,000 are to be erected on land
acquired by the campany in Rosario, the remainder at an undetermined site in
Cordoba. The prices of these houses are to be approximately the same as those in
the COVIFAM project and will vary from 478,000 pesos for living-dining room,
kitchen, bath, washroom and one bedroom to 690,000 pesos for a three-bedroam
house. In tids case (and perhaps in the other) of the 25% to be paid by the pur-

chaser, 5% is to be paid when the purchase contract is aigned and the remainder
divided into equal monthly quotas over the period betwsen the contract date and
the estimated delivery date.

OFFICIAL USE ONLY

According to Mr. Frederick W. Botts, Executive Vice-President of Field
Argentina, Mr. Newton Roe Field of Miami, Florida is the president and principal
sharsholder of the company, but about 20% is owned by Argentines. Botts stated
that the company had come to Argentina in March of this year to begin construction
operations completely independent. - of any government plan., They had a
land and begun to prepare building sites when the Ministry of Public Werks and
Services asked them to join in the Ministry's program. He also said that the
Ministry would not interfere in the construction but would merely make financing
available to purchasers on the priority basis noted previously. He believes that
Field will have ten model houses ready by the end of March and hopes to build 600

He added that Field is applying for an investment decree covering
3.5 million in equipment and $6 million in cash, end plans o
Argentina gradually, using U.S. methods adapted to local
+ He expects to limit American persomnel to a total of twelve,
=
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l— Mr. Botts had "no confidence" in COVIFAM which he said Mr. lincm.f:mudtrw:-—i
two almost defunct U.S. building firms. Although skeptical of COVIFAM's capa-
tilities he hoped it would fully perform its contract with the Mimistry of Public
Works; otherwise he feared a reaction sgainst other U.S. construction firms.

Mr. Botts, on the other hand, expressed great respect for the International Basic
Economy Company (IBEC) which is planning to undertake construction activities in
Argentina.

For the Chargé d'Affaires ad interim:

otk

R, G, Walker
Second Secretary

.
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Erbassy does not heve the adiress of American Interngtional Housing
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IDB August 16 gave final approval loan from Social

26/ M

Progress Trust Fund of up to $3,850,000 to Banco do

Nordeste for low income housing projects in Pernambuco.
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the post of Minister of Labor and Soclal Security announced
that some of the money contributed by workers and employers
into Social Securlty penslon funds would henceforth Le used
to aid workers buy housing under lons term financing, and
there appeared to be conslderable Interest in hls announce=-
ment among workers, many of vhom reportedly applied at Scelal
Security offices for such loans. Under subseguent Ilinisters
of Lapbor, nothinz further was heard rejardlng the matter.

Conatruction of housing in S3o Paulo is excluslvely a
sector for private enterprizz; there 1s no sizniflea: alount
of publicly financed low cost housling., Twenty wo Lueauvy-flve
years ago, during the perlod when Drazil's 3o0zlal Securliy
syatem was beln; establishzd bty the Federal Oovernient, 1t
was contemplated that a portion ol the money contrliuted lnto
pencion funds would be lnvested In low cost houslnz projects,
and some projJects were in ract completed, but there have Leen
no further initiatives alon7 this line for many years. Like-
wise, the Governnents of the Staie of 530 Paulo and the
Munieipality of S&o Paulo do not have anypublic housing pro-
zrams, a lack which caused O Estado de 330 Paulps on December
27, 1962, to critlicise the Governor and the .ayor. U Estado
suggested that the State and Cli;: Governuents should JointIy
attaclt the probvlem of slum clearance In the eity of Sao Paulo.
However, thls 1s not a suggestlon which 0 Estado promotss with
any markad degre2z of forcelulness or repetitiousness. In view
of the seeminz lnabllity of private iniltlatlve under exlsting
inflationary conditions to bulld anything eicept hlizh cost
housinz, plus the continued rapld srowth of 3o Paulo, 1t
appears posslols that Iin the fusure there ml_ ht develop
stronzer demands for Governient to do somethlng avout houslng
in 330 Paulo.

Fractleally all the residentlal housing Lelns obullt in
S3o0 Paulo 1ls for sale, as rent control renders investment 1in
new rental housing completely unattractive to Investora. Under
Brazll's rent control law, .alch daves frou the perlod of the
Second Yorld War, no increases In rents have ueen authorlzed
for many years, althouzh one small concession to oymers is that
they can paas on to renters sone of the burden of iqcreased
property taxes. It 1s not ancomnon for occupanis of gental
housing to be paylng less than len dollars per :onth for units
whieh would rent for at least seventy-flve dollars ab current
market prices.

For the Minister Consul General

vgifc, Desmond
Bisha Consul

‘
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-3- 1891, February 17, 9 P. M, from Rio de Janeiro.

in telecon 4 p.m. Saturday. This is being released in Portuguese
and English late this afternoon, February 17. My efforts to

locate a company representative to communicate this to him have

been fruitless, Mr. Farmer apparently being out boating on Guanabara

Bay. A\
2 Cabinadon l, /g; f Dhar - -1-(
Yoo bl NSl

P After consultation with Foreign Minister Santiago Dantas, I am
able to state as follows:

esident Goulart on learning Friday afternoon of the decision
of Governor Brizzola to take possession of the telephone properties
of the CIN Companhia Telefonica Nacional - in Rio Grande do Sul,
and in response to the request of the Ambassador of the U.S.,
telephoned Governor Brizzola to discuss the question with him.
Although the matter legally lies within the competence of the
state government, Governor Brizzola, in response to the President's
expressed desire to find an amicable settlement of the problem,
declared his readiness to negotiate, within the states legal

capacity, as to compensation payments and other aspects of the
case in a spirit of mutual understanding. '

End=Soxt

mbk

* As received. Will service by request.
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USIA
NSC ACTION DEPARTMENT 1884, INFORMATION BRASILIA 15, PORTO ALEGRE

INR UNNUMBERED

CIA

NSA Following is English translation of decree 13186 February 16,

08D 1962 as published in Porto Alegre mewspaper FOLHA DA TARDE ex-

ARMY propriating properties Companha Telefomica Nacional (CTN)
subsidiary ITT: .

QUOTE Article 1 - The authority under precarious title that
CTN has been using for operating telephone services in Rio Grande
Do Sul is hereby canceled.

Sole paragraph - In consequence the State of Rio Grande Do Bul
recovers the services referred to in this article,

Article 2 - The property belonging to CTN relating to the tele-
phone services located in the State of Rio Grande Do Sul are
declared as of public interest for expropriation purposes.

Sole paragraph = Also includelin the scope of this article
the accounting books both official and optional as well as the

effect of transmission to the state of possession of all properti
object of this decree, as per the terms of Article 15 of Decree ™
Law 3365 June 21, 1941, with the text given to it by Law 1786 of ]\l

@ files and the respective documentation,
Article 3 - The present expropriation is declared urgent for the !
@ May 21, 1956 in its Article 2 and respective paragraphs.
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2- 1884, February 16 from Rio de Janeiro

Article 4 = This decree will be effective on the date of its
publication and all dispositions to the contrary are hereby
revoked, Pivapini Palace Porto Alegre February 16, 1962
Pined by Governor and all State Secretaries. UNQUOTE

Newspaper report further states Governor Brizzola delivered to
Rio Grande Do Sul State Beneral ‘Attorney check in amount
cruzeiros 149,758,000 to be deposited State savings instdtution
as indemnity to CTN for its installations taken over this
morning by an act of the executive power in all State of Rio
Grande Do Sul,

Orbino, Secretary of State Treasury and Incorporator of new
mixed telephone company has already been appointed interventor
in CTN and is expected to take over as soon &s necessary court
order obtained. This order expected today or tOmOTTow.

GORDON

Note: Mr. Crane (EST) notified 2-16-62 CWO-M

UNCLASSIFIED
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FOR WOODWARD ARA ‘ﬁnf

On reflection, I have real doubts re wisdom resource diversion
argument last paragraph Department's Saturday press statement

on ITT expropriation case., Implies Alliance hostile to any
domestication foreign owned assets, including voluntary omes,
Yet voluntary transfers like last years Mexican AMFROP deal seem
desirable from all viewpoints, including removal long term bone
political contention.

As I understand present situation in public utility field, com-
panies generally would be happy to sell out if reasomable terms

can be arranged. Surely we should mot discourage such sales.
Alliance is supposed to be a ten-year effort, and it has become
belief among all parties concerned with foreign public util

holdings in underdeveloped countries that they are bound to
domesticated and that this is a desirable change. In other bus

nass fields, enlightened business policy in recent years, positive
encouraged by government, has favored joint ventures and the

opening up of presently wholly owned foreign subsidiaries to par- |
ticipation by domestic shareholders. Press release doctrine would™\
disfavor latter. - N

These considerations are in addition Eo risks of appearing to use

Alliance as bludgeon in individual private cases even whgre merits

may be legitimately disputed. We“obvicusly should opposs arbitrary
expropriations and
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FII. Sesretary raised possidility of G0B commitment on payment with
Campos today, Searetary alse defended need for Department's press relesse
o mest ocencern in business commmity and Congress. COampes said fair value
might have to be determined by oourte. He thought OB might be willing

agres wnderwrite compensation, HND FII.
RUSK

Rumale-
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2/28/62 Memorandum of Conversation —

DATE: February 19, 1962

SUBJECT: The Expropriation of the IT&T Properties in Rio Orande do Sul, Braril

PARTICIPANTS: The Secretary
Ambassador Roberto Campos, of Bru
’D Minister Arnaldo Vasconcellos, Bra ilian Embassy
s ARA = ', Barall

= Mr. iilson
E+2 onaulat Parf. A].esra
-2
Treasury -2 'IIB-
-2 assy RIO-2 IDos
ARAYP rasilia Office IJ

sls P (3

B

In the course of Ambassador Csmpos! call, the Secrétary mentioned the
problem created for the two Governments by the action of Governor Brizzola,
of Hin Grande do Sul, in expropriating the properties of the IT*T in that
state. He said we know that the Brazilian Government is concerned about the
matter also. It is a problem we could both do without. The Secretary indi-
cated he believed the eventual solution might be for the Government of
Brazil to underurite the settlement on cunpans‘ltio'l. Ambassador Campos
agreed that the expropriation is embarrassing for the Brazilian Covernrent
and for President CGoulart, who has intervened in the problem., He said he
thought evaluation of the properties might eventually have to be set by the
courts, with payments to be made by the State or Federal Government. He
pointed out the autonomy of the state governments in DPrazil in such matters.

]

B

With regard to the statement made to the press by the Department on
Saturday, Amhasmdo* Campos said he thought this action by the Department
was premature. It may have repercussions in Brazil, though he has not yet
heard of any. He thought it would have been better to delay any statement
while the Tederal Governrent of Brazil was taking action. The Secretary
replied that the expropriation created a problem for us tno. The State
Department had to make an indication of interest and concern with the
problem in order to forestall possible strong pressures in this couatry from
the business community and the Conpress. He said an action such as the
expropriation was contrary to our efforts to mobilize the capital available
for developnent.

L Anbagsador .

.
o o1 QFETCIAL U QY

ML g GrO SOMMRZ
@_u'-. red i G T i -
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Ambassador Campos referred favorably to the proposals of American
and Foreign Power to arrange for sale of its properties with the intent of
shifting its investment into less controversial fields, as was done in
Colombia and Mexito. Such an arrangement prevented the loss of eapital
investment in the conntry through the sale. The Ambassador commented that
he thought Prizzola had jumped the mun by his expropriation action znd that
the timing had been most unfortunate. The Secretary said we hope to maintain
the morale of U, 5, investors abroad in order for them to tske part in
development. Expropriation without adequate compensation makes this very
hazardous, The Ambassador acreed.

OFFICIAL USE OMLY




¥White Bulphur Springs
West Virginia

Fetruary 17, 1962

Hen. Richard Byrd

Senater fros West Virginia
Benate Offilse Buildimg
Vashiagtea, D.C.

Dear Mr, Byrd: Fi.

A r-ﬂmm Governor in Brasil has just expropriated s
telephone company belonging to the Iaternmatienal Tel

and Telegraph Company, offering the farsieal sum of »000
for a preperty worth twemty times that mueh.

Bince I and my wife and a Jot of ethar Assricans owva steek

in thie ..1:] { & company insorperated ia the United Mates)
the provine Governor has stolen our property. He 1s fel-
lowing the lead of Castro of Cuba, Castro got avay with it, weo,
the Governor figures, why shouldn't he? If this e riation
fever 18 allowsd to spresd down there, hunireds of uglun of
dollars will be lifted out ef the pockets of Ameriean oltisens,
wvho Will have no redress.

ou e suppessd to pretest the interests of oitisens.
¥{u‘ 1 mean both yeu individually and the Congress of the
tted Brates as a bedy.

The comu of the UnitedBtates should make 1t plain, and g%
.

ﬂ“ Brasil will not get amother nickel of American money
l‘.-qulu compensation 1s not given without delay for this

® .!rm.u Lﬂpﬂ'lj. If the Cengress does not do this, the
left- m“t asilians will make & geat eut of you and poorer
eitisens sut of your comatituents, just as Castro 4id, besause
the Oeverament of the United States was teo pusillanimeud to
g0 in eod step it.

I am highly interestsd to know what ;on are going to de about
this. AP I am being impoverished by Pederal and Btate taxes,
1 cannot afferd to let anything l1ike this to go by the board.

Yours very truly,

Ferseval Reniers
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February 21, 1962

Honorable liean Rusk
Secretary of State
Lepartment of State
Washington 25, L.C.

Liear Mr, Secretary:

A -8

will you be kind enough to furnish me with all
available information regarding the recent seizure in Brazil

of American [elephone properties. I would also appreciate

peing informed as to this Government's position on the matter,

.‘/ .

<31t - T ise

IF'han< you,.

Sincerely yours,

L Ui

U.5.8.

® \}5\\;- 479223

F
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of property without compensation. We Xyw of course willing im discuss ﬂ\il_l
matter with & appropriate Brazilian Government authorities at any time.
We reiterate our conviction that ¥ prompt effective and adequate
settlement for ¥ seigure ¥F our property will be accomplished only if
sy Oovernment &£ Brasil understands that fallure to effect smmbnax
settlomsnt will affect its position in #m Alliance for Progress, UNQUORE
Awaiting your reply Department's telegram 2292 before making
substantive response,

'I:u.iK

o—

CONFIDENTIAL
— Classification
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Control: 2422
Rec'd: March 4, 1962
10:36am
1

FROM: Rio de Janeiro B
4

TO: Secretary of State il

: 2010, Feb 2 .m, ;
NO: » February 26, 5 p.m A !1’&,’:/[7’. ~
b Y L) o
Vid Fu AED /
FOLLOWING TELEGRAM SENT RIO 9 FROM BRASILIA REPEATED YOUR
INFORMATION:

Senator Mem De Sa (PL Rio Grande Do Sul, member Joint
Committee charged with drafting revised profits Remittance
Bill) requested following information for use committee work
and in publicly rebutting nationalist arguments favoring
strongly restrictive legislation including that US capi

has no place else to go and therefore mdst anxious come
Brazil,

[

Desires (1) totals sizeable US foreign private investy Fl'
during past 10 years by country. Would be partieullsg
interested in date indicating recent increase US private rip-
vestment Argentina (traditional rival) compared to BrEkil,

(2) Estimated foreign capital investments in US e.g., Smtut
understands German post-war foreign investment largest in

4 Brazil second in US.

-

€-Z/1115c25¢

(3) To answer nationalist argument that reinvested profits
by foreign concern over and above allowed remittance would

- be Brazilian capital and not in fact foreign capital and thus
not eligible as additional capital base for future profit
remittances, would appreclate examples leglslation European
and other American natioms or statement .ack thereof this
subject.

Fdala

Senator does mot anticipate action orn Bill during pregent

extraordinary session but desires informatrion soonest mo

Y ater
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Alnited Dlatfes ﬁeﬂa!c

February 28, 1982

Respectfully referred to

State Department

for such consideration as the communication
herewith submitted may warrant, and for a report
thereon, in duplicate to accompany return of
inclosure.

By direction of

wARREN G. g GNUSON

w

479791
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WARREN LEE PIERSON

320 PARR AVENUE o

NEW YORK 22, N.Y. o ha?

February 28, 1962

Dear Ralph:

Many thanks for your telegram addressed to me at
the Fairmont in San Francisco,

The antics of Governor Brizola of Rio Grande do
Sul are stirring up a real uproar in circles having
to do with foreign trade.

For some time I have been hearing of the growth
of anti-American sentiment in Brazil, In view of
the unusually cordial relations existing for many
years this was as hard for me, as for others, to
understand.

My analysis for what it is worth is that the present
government is on the weak side and is reluctant to
face up to the country's sorry financial condition
(brought about largely by Kubitschek's excessive
spending) and seeks to turn the indignation of the
Brazilian people against the American business
interests, (Rather than being "exploiters' the
U. S. firms in Brazil are leaders in meeting
their social responsibilities, ) f

22, 05111 2 (L™
After sober reflection Jflecided thgt I should
write the President £bout the matfer. At¢cordingly,
I will be grateful if you will give him the enclose:
letter,

/H,sa ced

m
o

Best wishes.

a3 4
~C bt

Sincerely yours,

7%

Mr. Ralph A. Dungan
The White House
Washington, D, C.

4

Q’encl.




WARREN LEE PIERSON
320 PARK AVENUE
NEW YORK 22,N.Y.

February 28, 1962

Dear Mr, President:

After considerable reflection I have concluded that

I should write you briefly regarding the recent
seizure by the Governor of Rio Grande do Sul of
certain American-owned properties. My hesitancy
in sending this letter is due to the realization that
you are burdened with many problems and I am
reluctant to add to them. Nevertheless, in my
judgment, so much depends upon adopting a National
policy to meet such occurrences that I respectfully
submit the following statement:

2%Ll7 T 435

What I have to say is based upon more than average
experience in international trade and finance. For
over ten years, I was President of the Export-

Import Bank of Washington; for two years I served

as United States Delegate to the Triparite Commission

on German Debts (which resulted in a generally
satisfactory settlement of huge German external
obligations and laid the foundation for the Republic of
West Germany's economic resurgence); and have
acted frequently as legal and financial representative
of American firms doing business overseas,

During the years 1934 to 1945 the Eximbank made
numerous loans to Latin American countries, over
99% of which were repaid. In all of these care was
taken to observe fair procedures; fix reasonable
interest rates and to co-operate closely with the
Nationals of the borrowing countries, SinceIam
writing from memory, I will not attempt to give the
amounts involved but, in the light of the times, they
were considerable,

-/ 11 sv ‘e B

Mwag’m e e
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. DEPARTMENT OF STATE
ExecuTIVE SECRETARIAT

3,\

March 3, 1962

ARA - Mr. Chase

Would you please prepare a
response to the two attached letters from
Mr. Pierson for Mr. Ball's signature. The
salutation should be "Dear Warren." Would
you also prepare a memo to Mr. Dungan for
Mr. Ball's signature transmitting to him
a copy of Mr. Ball's reply to Mr.
Pierson. Mr. Ball's office has requeste
that this reply be prepared immediately.y

=
e |

Charles Johnson

Duty Officer

Attachments:
Memo from Mr. Dungan to Mr. Ball
dtd 3/2/62
Letter from Mr. Pierson to Mr.
ded 2/28/62
Letter from Mr. Pierson to Presiden
ded 2/28/62
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Action Control: 2037
ARA Rec'd: MarcH &, 1962

FROM: Ric de Janeiro

Info

SS.SR T0: Secretary of State

G No: 1994, March 2, 3 p.m.

Vi pf(’,’l 'fo“‘

Following is Brasilia's 16 to Rio repeated for your information

Press stories yesterday comtinued reflect growing concern
Brazilian conservative sources at reportedly viclent US reaction
to ITT expropriation and pending profits remittance legislation
(EMBTEL blank). Powerful PSD Senator Vitoruno Frelre told press
Ythe story (re McClellan report) is mot from the government.

1 cannot believe that US Govermment would attempt by this
method to pressure Senate (of Brazil) which is a sovereign body
im its decisicns". President Guanabara legislative Assembly
Lopo Coelho evinced similar reaction: "The story (i.e., by
McClellan and BARRON's WEEKLY) demonstrates that there, as here,
misunderstandings, genmerated by passicm, are making themselves
felt. Happily 1 as well as many Brazilians await the repudiation
of what was said by American of gooad sense’,

Embassy believes these evidences of growing cimeern in basically
pro-US circles at apparent trend US afficial and other opinion
indicate far from remote possibility generation unfortunate
reaction based on US "pressure" on this "govereign body" zgltn\-
ing efforts administration and congressional moderates pr ]
acceptable profits remittance bill, 1In any event the climdEe
would seem to be a propiticus cme for the recently atr!.vudrjavrl_lt
Ambassadcr who presented credentials yesterday. w m

——\\ (=]
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ARMED O. RAUTLAND, MIBE., CHAIRMME

WVinited Diates Denafe

COMMITTERE ON THE JUDIGIARY

Mareh T, 1962

leriei Dutton
etary

dtate Depeartment
Vieshington 25, D. C.
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AMERICAN & FOREIGN POWER COMPANY INC.

190 CHURER BTREIT .« MW YORR 7. M.V, .« waata |.1f

8, 1982

my -

Wes Harvey . Wellman, Direstor
Offies of East Ooast Affalrs

Washington, D. G.

Dear Ar. Wellmane

In responds to your request at our meating In Washinpion Tussday
mclosing & memorandum on the probl faced by our Brasilian subsidiaries
connsction with the riss Ln the cost of dollar exchange Lo service their (ntersst
ablipations in view of their imabllity to recover, through their sarvice rates,
the fall ®agio® an tha dollar exchange rata.

As you will mote, the memorandum places most smhasis on Lhe problem of
sarviclng the Export-Import Bank oblipations of our Brasilian scbsidiaries (which
totalled soproximately 840,000,000 st the end of 1961) but points out that the same
probles exiats in regird to servicing the debt that they owe 1o American & Forelgn

fou will remember that, in cur talk vith Ifr. Woosdward and you last week,
e I.M.’wn-ﬂ you of the proposal that we have placed bafors the Brasilian Sovernment
for the wale of all our properties in Brazil to that Covermment, with the undarstind=
l.u uut nl -uu be vllltu to invest most of the procesds in Brazil. We understand
that ¢l has besn brought dirsctly to the attantion of President Ooulart
and m nn i ri!ln( 1t sertous eonaideration.

re,

ihoeld know about this ismediate problem we
have in connection with the agio, in the event that he may have an appropriste opoor
tonity to refer to it in his talks with Brasilian Government officlals, we Ih).ll not
want this miter pressed se streagly unfavorable reaction with Preside
Geulart which might jeopardise our chances of cbtaining a fair price for cur properti
s the event of sals to the Oovernment.

[
FERme) by rem

1

\
)(\\:.
Q
}u,
N
i
N
R




~>
k-
)
(6]
v
ny
I @

's

These

)

» Ball on March 7, which we. related
has ispressed upen Brasiliam
t of the United States Govermmaeat ia a

have received reports frem Ambassador

t he has boen making vigeveus efforts in cemsulta-
our desire that the federal govern-
e in achieving it.
The Brazilisa Govermment has mew put fexward preposals
for your consideratien, with the ebjective of assuring greater
spead in the determinmatisn mad paymmnt of a just indemmity as

cempensation for the exprepria
R #Osrn

1

cal

.

Park Avenues,
Mew Tork. Mew Work.
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International Telephene end Telegraph Csrperatiom,

aknflod yana 320

were contained in a meswrandus delivered te your cempany
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f
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b
i
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tion end paymsat of £
guarsateed in the Brasilisn cemstitution.
Mr, Nazrold 3. Gememm, Presideat,

AR EST/B

)




i
L
?
;

Hartaan
= Ambassador

U - Mr,

eot S = Mr. Swank

s pie

Clearances:
ARA = Mr.
AID = ne: D




oy s %
U Y e

VUA131 BAZOT
NWFB57 PD NVF NEVYORK NY 8 B16P EST Lz
THE HONORABLE GEORGE ¥ BALL
ME UNDER SECRETARY OF STATE THE STATE DEPARTMENT WASHINGTO
c
1 AN SENDING YOU THE TEXT OF AN ITEM FROM TNE DIARIO DE NOTICIAS
(F RIO DE JANEIRO OF MARCH 8 SINCE THE REPORT OF THIS NEETING
VITH THE BRAZILIAN GOVERNMENT UNDERSCORES THE POINTS ABOUT WHICH
1 SPOKE YESTERDAY. THE TEXT 1S THE FOLLOVING:
QUOTE GOVERNWENT CONSIDERS SEIZURE VERY GRAVE STOP DURING ,'ﬂ
s HOURS ON TUESDAY, PRIME WINISTER TANCREDO NEVES HAD A WEETING g ==
AT THE GOVERNMENT PALACE IN PETROPOLIS VITH WINISTERS WOREIRA
SALLES (FRANCE), VIRGILIO TAVORA (VAYS AND WORKS),
SANTIAGO DANTAS (FOREIGN AFFAIRS), ANGELO NOLASCO (NAVY), CLOVIS
TRAVASSOS C(AIRFORCE), AND SEGADAS VIANA CARMY), TO DISCUSS THE
| PROBLEWS RELATED TO THE SEIZURE BY GOVERNOR BR

oW
m
u
-
]

SINCERELY @

HAROLD S GENEEN..

b
918P EST MAR 8 62 »




OWUB236 RAA27

R NCSAB PD WUX NEV YORK NY 12 425P EST
HON GEORSE BALL, ACTING SECTY OF STATE

VASHDC
CORRECTION OF TELEGRAM SENT BY MR. H.S. GENEEN PRESIDENT OF
INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION PLS MAXKE
THAT NESSAGE A CONFIBENTIAL THANK YOU

INTL TEL AND TEL TELETYPE OPERATOR.

S15P EST MAR 12 62




-4 -

Now, so far I have been constrained to speak for the company on the basis
of attempting to solve our problems sensibly within the framework of a
mutual necessity basis, Any comments that we have put out to the press
or made to your office have been in accord with the facts as we have
known them.

1f this is the level "of accuracy" that is to be released by the Brazilian
Federal Government, then I certainly would have to question their intentions
regardless of the reasons advanced.

On the whole, 1 consider this an offensive document because it does not
reflect the facts, and I would ask what steps you intend to take.

Respe: 1y,

-._tﬂ—--'-"_""




NCOMING TELEGRAM  Department of SrauMéﬁmon

33-32 CONF | DENT | AL

e Control: 6210
" Rec'd: mareh 9, 1962
A . 3:15 p.m.
i FROM: RO DE JANEIRO

:g T0: Secretary of State

Y !/-
s Sl
NO: C
&» 2042, MARCH B, 8 PM (SECTION‘TND OF TwWO) 9 E,, /

L e I ),,‘ e e
. TR LA P =

E PRIORITY

¥ )

10P | UNDERTOOK CLARIFY CERTAIN POINTS IN MEMO IN TELEPHONE
INR CONVERSATION WITH FONMIN THIS MORNING AND HAVE WRITTEN

coM HIM LETTER IN SUBSTANCE AS FOLLOWS CONFIRMING OUR VERBAL
RIR UNDERSTAND INGS

<=

1. STATEMENT MINISTRY!S POSITION IN BEGINNING PARAGRAPH
2 THAT CASE "DOES NOT PRESENT ANY INTERNAT |ONAL ASPECT"
IS INTENDED MEAN ONLY THAT AT PRESENT STAGE THERE 1S NO
FORMAL ALLEGAT|ON OF DENIAL JUSTICE AND THEREFORE NO
JURIDICAL BASIS FOR CASE IN INTERNATIONAL LAW,

2, REFERENCE IN PARAGRAPH 2 (c) TO POSSIBILITY INDEMNITY
NOT BEING PAID WITHIN SIX MONTHS RESULTS FROM FACT UNDER
PROGEDURE PROPOSED LEGAL ASPECTS CASE OTHER THAN INDEMNITY
ARE RECEIVED BY BOTH PARTIES AND FINAL JUDICIAL SETTLEMENT
MIGHT THEREFORE TAKE LONGER TIME, ALTERNATIVE SUGGESTED
PARAGRAPH U WHICH HOPE ADOPTED SHOULD CONTAIN PROTECTION

AGAINST MONETARY DEPRECIATION FOR REMAINING 20 PERCENT OF
INDEMNITY AND;

3. UNDERSTAND RE PARAGRAPH 2 (D) YOU ARE AGREEABLE TIME
LIMIT BEING SET AT NOT MORE THAN 90 DAYS AND IF POSSIBLE
AT LESSER PERIOD,

EVEN WITH THESE CLARIFICATIONS MEMO IS OBYIOUSLY NOT ACCEPT-
ABLE TO ITT, AND | HAVE SUGGESTED TO FARMER THAT MITCHELL
COME TO RIO TOMORROW FOR DISCUSSIONS WITH FONMIN BEFORE

LATTERS DEPARTURE FOR GENEYA MORNING MARCH 12 IN EFFORT REACH

REPRODUCTION FROM THIS COPY IS
SEH BT ER CH ASSIFIED"

ACTION

ASSIGNED TO

NAME OF OFFICER DIRECTIONS
& OFFICE SYMBOL vo RM/R




CONF | DENT | AL

-2- 2042, MARCH 8, 8 PM (SECTION TWO OF TWO) FROM RIO DE JANEIRO

PROMPT UNDERSTANDING ON ARBITRATION PROCEDURE, FARMER
CONCURRED AND WAS S0 RECOMMENDING TO MITCHELL,

AS FOREGOING SUGGEST | BELIEVE QUR EFFORT IN CONJUNCTION
WITH THOSE OF COMPANY SHOULD BE EXERTED AT THIS TIME IN
CONVERTING FONMINS MEMO INTO SATISFACTORY AGREEMENT ON
ARBITRATION PROCEDURE IN DIRECT DISCUSSIONS WITH FONMIN,
GORDON

BA/RJT

CONF IDENTIAL
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59 OFF |CIAL USE ONLY
Action o 63@9
ARA Rec'd: March 9, 1962

FROM: R10 DE JANEIRQ

10: Secretary of State

NO:  2@38, MARCH 8, 9 PM

[AY% f-'/l"-’ T /e
DEPTEL 2453 ) g }"‘ w3y Lo

PRESIDENT'S PRESS CONFERENCE STATEMENT WIDELY AND FAVORABLY
REPORTED WITH FRONT PAGE HEADLINES ALL RIO PRESS.

\

o

IN TELECON THIS MORNING CONCERNING IT AND T CASE, FONMIN
DANTAS EXPRESSED WARMEST APPREC|ATION, SAYING HE HAD PHONED
PRIMIN NEVES AT MIDNIGHT ON LEARNING OF STATEMENT.

ggce Cl

EXPECT EXTENSIVE EDITORIAL COMMENT TOMORROW AND WILL REPORT.

-//-'? GORDON

w
N
n

Pee-g/ LGOS
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NAME OF OFFICER |
B OFFICE SYMBOL /‘f’ﬁ

OFFICIAL USE ONLY
Control: 7110
Rec'd:March 10 1962

10:55 pm , -~ /2
FROM:; Rio de Janeiro = ;

T0: Secretary of State
NO: 2049, March 9, 7 p.m.

aPCZ CI¥

i~ //”

i

Re EMBTEL 2038

Editorial comment President's press conference statement
enthusiastically favorable all sectors, most papers expres-
sing relief, gratitude for what they termed President's
opportuneness, reasonablemess, statesmanship.

JORNAL DO BRASIL: "Kennedy sees with exactness true interests

his country - - declarations to be praised for both opportune-
ness and clarity". ULTIMA HORA: "Word of good semse - - Pres-

ident much more lucid and well-informed than furious old

Sepators'. CORREIO DA MANHA: "Gratifying and important news.
Reason triumphed". O JORNAL: "Kennedy adopted most reasonable
thesis - - recognized that Brizzola a pelitical accident while
relations between US and Brazil fundamental to life of American

-- revealed high qualities statesmanship'. JORNAL DO COMMERCIO:
"Intelligence lives in White House - - put matters in true
perspective". DIARIO DE NOTICIAS: "Kennedy reaffirmed wholesome
aims of US in favor continental unity". JORNAL DO COMMERCIO:
"Noble and sincere pronouncement - - Kennedy proved sincere o
friend of Brazil". ESTADO DE SA0 PAULO: "Precisely the att- G
itude we expected of President - - language that disarms N
enemies of democracy".

GORDON

Ao D

A & )
DATE OF 77 foimecTions
;f/" acrion Ll ¥ iy |t mujn //f/,/
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ACTION
-)} is assigned to

@ongress of the Hnited Stutes

STEVEN B. DEROUNIAN House of Representatives

Becowo DmTRicT, NEw YOoRK

COMMITTEE ON
Hinslington, B.0. WAYS AND MEANS

HOME OFFICE:!
MINEOLA. NEW YORK

March 12, 1962

Honorable Dean Rusk
Devartment of State
Washington 25, D. C.

Deoxr Mr. Secretary:

I wa receiving c good deal of meil irom constltuents ol
mine who are very much disturbed over the confiscation of
American investmente in DBrezil. It io the concencus of
opinion mmong my constituents that the United Statec has
been very lecking in its failure to protect American property
in this instance.

T would very much appreclate your comments on the
situntion and whet is being done at thls lete dete by the
Administration.

Respectiully yours,
oleicisi B Yo
Steven B. Derounien
Member of Congress

r9e/ - g‘/,r//_w ‘¥Eq

Letter and enclosures, if any,
microfilmed by RMR
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ACTION
AR 8. Nll:.l-.;l- LEVERETT BALTONETALL, MASS.

is assigned to
, W, DK

Alnited Diates Denate

COMMITTEE ON APPROPRIATIONS

March 12, 1962

EVERAND M, SMITH, CLERK
THOMAS J. BCOTT, RET. CLERK.

Mr. Prederick G. Dutton
Assistant Secretary of State
for Congressional Affairs
Department of State
washington 25, D. C.

Dear Mr. Dutton:

Attached is a letter I have recelved from
Mr. Ronald HaXby of Morencl, Arlzona, asking for
the position of the United States Government on the
selzure of the holdings of the Internatlonal Telephone
and Telegraph Company in Brazil. I will appreciate
your providing me with some detalled information in

s oo 8

/

order that I may answer this inquiry

Yours very slncerely,

(ol

T2 gXr-k
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Eonarable Frederick Dutton
Assistant Secretary of State
Washingten 25, D.C.

Dear Mr. Secretary:
Gne of my coustituents has writtan to ms &8 fallovs:

"I 1t true that Brasil has received 32.7 atllica
fros un after having selsed the Aoerican ovped LT
subsidiary phone company? And is sxpecticg scme §200
million sore soont™

1 vould appreciate your commnts.

-

pr"Te 8 »X

|||_so"‘€E% ’

| =R et ——

|-
|




Wwwob:_ \uLP@w{

g
=
o™
<
=
=

o
ﬁm w“m 3

:,2




P

LS

canL ufvnn. n::nmw.m = ACTION

is assigned to
RUnited Blates Senate =]

:
; = )I/
March 13, 1962 ’|‘-( '

POPS

‘ Action transferred POPS
Honorable Lean Husk ARAIEST/BrRHCrans tzec 3/15/62

fecretary of State
Lepartment of ttate
v.ashington 25, o.C,
I
'z
: X 7 IR
Lear Mr, fecretary: "“/_', 21t
HEW
reference is made to rmy letter of February 21,
1962, in which 1 requested information regarding the recent
seizure in Zrazil of American telephone properties, and the
Cov ernment's position on the matter,

As of this date, | have not receivec a reply, and
I hope that such will be forthcoming within the next few~ days,

Sest regards,

Zincerely yours,

Cordon Allott,

Latter and encicsures, if any
. ynicrofitmed by RMIR
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HOUSE OF REPRESENTATIVES, U. S.
WASHINGTON. D. C.

3/13/62
Mr. Frederick G. Dutton

Asst Secy for Congl Relations
Department of State

Dear Mr. Dutton:

The attached communication is sub-
mitted for your consideration, and
to ask that the request made therein
be complied with, if possible.

If you will advise me of your
action in this matter and have the
letter returned to me with your
reply, I will appreciate it.

Very truly,yours

Db,

FIRST ARIZONA
Encls-rmd
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CHARLES 5. GUBSER

18raDITRIEY, CALIFoRsaA

Congress of the Enited States -
Touse of Representatives ACTION

" 7% assigned to

Waspington, B. €. -
JN:
¥ 13, 1962 A
tarch 13, 19¢ 2 A5
| /:4-% 4

v — i
RUVA FILES

The ilonorable Fraderiel G, Dutton

Assistant Seceetary of te Aotion ¢

for Congressional Relatiens ARASEST, ransferred POPS

tRHCran
Dapartmant of State /8 81380 3,]5,52
Hashington 25, D. C.
Dear Mr. Secrectary:
1 siould appreciate vecelving information gom-
s the State Department's views on the situation witi
aexpropriation ol 1. T. & T, property by
ovarnment of Brazil.
Than'tdn, you, 1 an

Yours sincerely,

L Giden
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J LGA%1 NL PO COULDERCTTY NEV
HIN WALTER & TARINA

HOUSE 0F REMS  WACHIS
THE PAPERE =AY THAT ONL OF THE STATES OF ZHAZIL HAS EXPRUIIATE
INTERNATTONAL TELEPHONE AND TELEGRAPH PROPERTY WITHIN ITE #IMOFRE
PAYING THE COMPAI'Y OMLY A SMALL FRAGTION OF THE VALUE °F WHAT
1S TAKEN, I OWN STOCK IN T T AMD T AND VIEW WITH DISMAY FUREIGN
COUNTRIES FOLLOWING THE EXAMPLE OF CUBA. OUR GOVERNMENT G.VES
MILLIONE T2 SRAZIL WHIGH WS ARE TAXED FOR YIT JE REA THIE
UNFRIENOLY AGT, IF OUR ATTITUE I WEAK IT IS NO WONDER WE
ARE INSULTFlle INVESTMENT IN ANY FORETGN COUNTAY IS SULJLST
TO HANDICAPS. I UNDERSTAND OUR OWN GOVERNWEWT IS GOING TO TAX
AMERTCAN COMPANTES IMVESTING ELSEWHERE MUCH MORE SEVERELYs
IT ISNT RIGHT

TOM MEAD.
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Classification

ACTION:  Amewbeswy RIO I JANEIRO ary i 26 8 29 P 5

Your 2098
Investment figures not available in form requested. However belisve [

following serdes will be helpful. All series cover ysars 1950 through 1960:

and in willions.of dollars. -
Series ome: WNet capital outflow for direct investment.

=
o

Series twor U.S5. Incoms from direct inmvestment.

Serdes three: TUndistributed Earnings of Brasilian Subsidiaries.
Tear Series One  Series Two  Seriss Thres
1950 20 62 36
1951 91 16 67

ne &5 85

1953 39 Th 38
1954 6 L3 Lo
1955 38
ko

3

19

‘

co¥i-2/ L1180 "2L8

§
L

™ - Mr. Palmer (mmw

Commerce - Mr. Piser (nhlhnm)%
. ONFIDENTIAL
A pei —Classtfication

I

REPRODUCTION FROM THIS °
COPY 1S PROHIBITED :
UNLESS "UNCLASSIFIED",




Amenbasey RIO [E JANEIRO

OONFIDENTIAL
Classificaiion

Series One Series Two Series Three

3 % 3k
83 L5 39

NOTE: Figures for 195.3 and 5L Series One represent flow back to United

States. This resulted from Brazil's freezing remittances two

previous years.
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1184 SovrH Bevimwyes Roab
Tuov Hilts, PassiFrany L}

March 5, 1962

Hon. Petar H.B. Fralinghuysen, Ji.
House of lnpnunntlvu,
Washingten, D. C.

Dear Pater: .

The recent silesure of propartiss of Averican Corporations
by tha BPrasilian Govermment {s moat alarming on several
counts.

Thase companies are owned by thousands of Americans who
have schiaved some status of responaibility in the faet
their frugal living made it possible for them tu set
aside savings to make ctheir investments possible.

All of thesa Americans must pay income and other taxes &8
must the corporations too. Now, that any portion of sueh
taxas should go toward meating “committments' Of nearly
a billion dollars 10 Brazil is unthinkable trom a moral,
legal or public policy. Ir fact it appears to me to ba
sbsolutsly {llegal for our goverruent Lu use Our monay
to, in effect, subsidize international gangsterism.

Aside from thase points that clearly militate against
following through with any of these "committmenta” until
all such properties are clearly returnad to their rightful
ownars and clear assurances obtained thara shall be mo
repatition of such acts, we are loaing "Prestige” (which
Mr. Kannady thought o valuable during his campaign)
thrvuihout the entira world so long as ve permit such high-
hande: ganut-rh- to obtain.

May 1 urge you as & member of the FPoraign Atfairs Committee,
to use your good oftfices in every way possible, in an
endsavour to correct such injustices to our American Taxpayers
and citizens.

With svery good wish and kindest pcrn;ml regards, as
always,

Most sinceraly,

Meleon F, Lyon.
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55<M CONF IDENTIAL

Action Control: 9739
Rec'd: March 14, 1962
AID © 11:06pm
FROM: R10 DE JANEIRO

T0: Secretary of State

NO: 2099, MARCH 14, 8 PM

PRIORITY
AIDTO 4ol

IN DECREE NUMBER 640 OF MARCH 2, 1962 TELECOMMUNICATIONS
IS DEFINED AS BASIC INDUSTRY AND BNDE |5 AUTHORIZED INCLUDE
IN ITS OPERATIONS EXPANSION AND RE-EQUIPMENT TC INDUSTRY AS
WELL AS ACQUISITION GTOCKS AND BONDS OF COMCESDIONARE
COMPANIES,
x |

THIS MAY BE BASIS GENEEN STATEMENT, A5 ACQUISITION OWNER-
SHIP BY BNDE THROUGH PURCHASE COMPANY STOCK WOULD NOW APPEAR
POSSIBLE, BUT FONOFF, WITH WHICH EMBAZGY EXCLUSIVILY HAS
CONDUCTED |TS NEGOTIATIONS, HAG NOT SUGGESTED RESOLUTION
PROBLEM THIS MANNER, FONMIN HAG AGSURED AMBASSADOR PRIVATELY
GOB WILL ENSURE PAYMENT OF COMPENSATION T IGURE RCACHED BY
ARBITRATION, BUT HC HAS TALKED IN TERM3 OF GOB MAKING LOAN
70 STATE OF RGS FOR THIS PURPOSE, HE HAS NOT STATED WHERE
GOB WOULD GET FUNDS OR WHAT FORM LOAN WOULD TAKE, BUT BNDL
IS 0BVIOUS POSSIBILITY,

w
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EMBTEL 2059 COVERS DENIAL OF PRESIDENCY OF ANY POSSIBILITY
pL 480 FUNDS BEING USED FOR COMPENSATION IN EXPROPRIATION
CASES,

LL1SC "288 ¥
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Control: 9732
Rec'd: March 15, 1Yb2

ARA 2:33 a.m,

FROM: Rioc de Janeiro

s

)
)

i X ]

T0: Secretary of State ‘ %f}lﬁ
NO: 2098, March 14, 8 PM FC7- wn aned f-2€7

e
ldp Lpapr ¢ &
ACTION DEPARTMENT 2098, INFORMATION BRASILIA 33 Lire / te

&_,

In addition information Department Telegram 2392, would /
appreciate US direct investment figures Brazil over last

e
10 years calculated on common base if possible. Present f;f”"i 51?(“
series showing decline 57-58 due to exchange rate adjustments {,ﬁﬁ
applied new census required complicated explanation and £ o ;./-//
renders use of flgures for intended purpose awkward. le!

(6
Department Telegram 2430 \\ 7'

AllL other information available here.

Blerey,

i

'
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43 CONFIDENTIAL

Action Control: 9714

AT Rec'd: MARCH 15, 1962
12:50 a.m.

FROM: Rio de Janeiro
T0 Secretary of State

NO: 2097, March 14, 6 p.m. (SECTION ONE OF TWO)

PRIORITY /?’ u"“”-,f»"f/{ N
- 21d?
DEPTEL 2501 -
{ ~ =
In response Foreign Office memorandum transmitted EMBTEL
2042 Mitchell sent long telegram March 8 addressed to
Farmer and me indicating Company position. Position
! Company in telegram seemed to be that GOB must assume
A resp-msibility for arbitraticn proceeding and commit
itself ensure that State would conform to terms
arbitration agreement, would abide by award of arbi-
trators and would cause payment award in full,
with 80 percent available immediately to Company
without reservation or qualification. Mitchell made
his willingness come to Rio for further discussions
ependent on commitment GOB along foregoing lines.
@;m‘eign Office has not yet received Brizzola's reaction
March 7 memorandum.

IREY

R

After receipt Mitchell's cable 1 developed two memoranda

as basis Further discussions with Foreign Minister along .
lines annexes I and 11 of proposed memorandum quoted -
belew to Foreign Office.

i read my initial drafts of annexes I and I in telapho{i?
conversation March 9 with Mitchell in New York and we
discussed them and questions involved for about 45
minutes. Mitchell did not consider that drafts fully

met Gompany's position and I requested that he send

me by cable the exact wording of addition he felt had

o4 =

=g * o
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CONFIDENTIAL

-2- 2097, March 14, 6 p.m. (SECTION ONE OF TWO), from:
Ric de Janeiro

to be made in order to make the drafts satisfactory to
ITT. His propused addition is as follows:

"Parties to this agreement adre State, and Company and
Federal Covermment. Federal Govermment undertakes
that State will conform to terms this arbitration
agreement and Federal Government undertakes that in
event State refrains for any reason from participating
or continuing to participate to conclusion and award
in arbitration proceeding contemplated herein, Federal
Covernment will be substituted for State Government
for this purpose and will assume and implement this
undertaking of State Goverrnment herein as if it had
been in first instance the adverse party in this
arbitration proceeding”.

I planned to discuss anmexes I and II in essentially

the form quoted below with Foreign Minister March 11 and he
agreed to such a discussion but meeting did not materialize.
FON MIN did not return from Petropolis where he spent week-end
before departing March 12 morning for Genmeva. Foreign
Minister will be away from Ric for one week and it is
deubtful if much progress can be made during his

absence., I propose therefore to consolidate our position
and be prepared undertake further discussions with him

on his return. I think this should be done on basis

of draft memorandum quoted below with its annexes 1

and II which would be submitted to Foreign Office as

our proposal.

1 have not discussed annexes I and II in their present
form with ITT but I do not believe Mitchell will find
proposal completely acceptable as neithpr annex goes

so far as specifically to make Federal Goverrment a party

CONFIDENTIAL




CONFTDENTIAL

-3- 2097, March 14, 6 p.m., (SECTION ONE OF T™WO0) , from:
Rio de Janeiro

tu the arbitration or to commit Federal Govermment to
take place of State as a party in event of default by
State. But this d-es not seem to me to be essential.
Mitchell has repeatedly said that the important thing
to ITT is prempt payment sf fair compensation. 1f
we can secure agreement GUB to annex 11, Company's
point as practical matter is fully met. Moreover,

‘ doy n-t believe it is psssible to get GOB become
party to arbitratiin in terms suggested by Mitehell

. that it is reasonable to request 1f GOB concurs in
annex ii. indeed, it 18 undesirable for reasoms stated
LMBTEL 2039

Would appreciate soonest Deparr.mem:'a views on this
prupused course of action as well as om substance
anreement which 1 propuose to try to negotiate with
CUB.

GORDON

CONFIDENTIAL
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E Propused memorandum follows: (Unessential words omitted)

"In memorandum dated March 7, 1962 Minister of Foreign Affairs
made certain proposals to Governor B: {zznla of state of Rio
Grande do SUL and ITT with respect o (1) establishment of
arbitration procedure for determining amount of compensation to
be paid for expropriated properties of CTN, and (2) actual pay-
ment of compensation determined In arbitration proceeding.

Although proposals in memorandum were constructive and, in part
were acceptable, certain of proposals had shortcomings from
standpoint of USG and ITT. It is also understood chat proposals
do not yet have approval of Governor Brizzola. In addition, it
seems desirable that questions of arbitration and payment be
covered by agreements which are more complete in relatiom to
problems likely to arise.

In interest of reaching such agreements as soon a8 possible,
Embassy USA suggests that arbitration and payment in CIN expro-
priation case be undertaken on basls of probisions of attached
Annexes I and IL.

1f this proposal is acceptable to GOB, it will be submitted for
approval to ITT, and if also approved by them Annex 1 would be
incorporated in public announcement to be made by Minister of
Foreign Affairs after approval of arbitration procedure by
Governor Brizzola.

Annex II
o This copy must be returned to RM/R gentxal files v
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CONFIDENT LAL
-2- 2097, March 14, 6 p.m. (SECTION TWO OF TWO) from Rio de Janeiro

Annex II would be a confidential undertaking of GOB to GUSA,
which would be transmitted to Embassy USA by Minister of Foreign
Affairs."

"Annex I - agreement for arbitration of compensation to be paid
for expropriated properties of Companhia Telefonica Nacional.

1. Amount of compensation to be paid for expropriated properties
gshall be determined by special board of arbitration.

2. Board shall consist of three members, one nominated by Govern-
ment State of RGS, one by ITT, and one selected by mutual agree-
ment between first two. In absence of such agreement third member
shall be designated by President of Federal Supreme Court.
Decisions of board shall be by majority vote.

3. State of RGS and ITT agree to accept board's findings as
conclusive with respect to amount of compensation to be paid.

4, Board shall take as starting point for its work evaluation of
properties made by experts on March 9, 1961, and shall render its
decision in not more than 90 days.

5. Board shall report its findings to parties, to Minister of
Foreign Affairs, and to Embassy USA."

"Annex II - unpublished undertaking in writing from GOB to GUSA.

1. Federal Government will assure faithful execution of arbitration
agreement.

2, Federal Government will endeavor to ensure that state will
deposit in Bank of Brazil full amount of compensation on day
following notification by board of arbitration of its findings.
1f state does not make this deposit, it will be made by Federal
Government .

3. Company will be entitled to withdraw B0 percent of said amount
on second day following announcement of its findings by board

of arbitration, ard remaining 20 percent upon termination of legal
action in case. 20 psrcent remaining on deposit will be adjusted
for monetary depreciation from date of deposit in Bank of Brazil
until it is withdriwn’' by company.".

CPL GORDON
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Rec’d:  June 15,1961
2:35 p.m.

FROM: Salvador

T0: Seoretary of State
NO: 8, June 14, 1l a.m.

SENT RIO DE JANEIRO 70, DEPARTMENT 8
FOR MCGOVERN FOOD FOR PEACE FROM GARST

Morning paper refers food for mortheast. Food .not now
problem, Plush season good crop. My suggestion immediate
bang-up television education for twenty million people.
This will have to go through state governor who think will
walcome it.

isvri-9/c0‘2es
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Control: 9406
Rec’d: August 12, 1961

1:38 p.m.
FROM: Montevideo

T0: Seoretary of State
NO: 159, August 12, 2 p.m.

ACTION DEPARTMENT 159; INFORMATION RIO DE JANEIRO 10

POR GEORGE MCGOVERN, DIRECTOR FOOD FOR PRACE FROM SYMINGTON
Subject: 202 Programs in Brazil,

" In discissions with Barbosa da Silva learned that:

Re the mili agreement the GOB Minister of Health wishes
maintain anpusd level of importation at 30,000 toms as
censiders population increase renders phase-out unworkable.
Also must examine full texts of transfer authorizations
as basis for final agreement and at time of da Silva's
departure for Punta del Este these not received. One
particular reason given was the necessity to examine the
TAs with our USOM in Rio to determine compatibility with
with certain custom requirements. Da Silva said that they
expscted to rotate foodstuffs out of the reserve to use in
economic development projects as discussed with Furtado,
He said GOB Task Force would be assigned to develop and
submit such projects for ICA approval.

Re feed grains, 'da Silva said the Minister of Agriculture
considers grants of. such feed grains to farmers as unsound
bacause the farmers should not get the habit of receiving
samething for nothing. He wondered if the feéed could be
Mnuhuﬁw»hmughudhlcwmi

y‘::u-d revalving fund for agricultural credit. I said
tl all the above mattecs would receive .our immediate

attention. miscagimed by BME
I will be arriving Lima Saturday midnight PANAGRA 80 from -~
Busnos Aires, and expect return Wash

OFFICIAL USE ONLY
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SUBJECT:

Pitfalls to Avoid in Loecal Food for Peace Mechanics

A b.mhhmm,mMMMucmﬂnﬂman,_‘
has besn working assiduously with appropriate local aunthorities, inelwding
SUDENE, in anticipation of the arrival of large food shipments that may be
made in tion with negotiations that have been under consideration since
the July visit of Mr. Celso Furtado to the United States to ocutline develop-
ment problems in the northeast, Mr. Peterson's work in this regard, while
preliminary, has been most valuable. Some of his observations are reported

1 Facilities for unloading bulk grain Recife have
only of 1,800 to 2,000 metric tomns per 2-Eurs. may result
in unloading and in heavy demmrage costs ifjarrivals in bulk are

properly scheduled. This applies espsolally to what shipments that may
t any time be made. These faoilities are not considered to bg.adequate for
bulk beans or corn. Beans and corn, owing tb Inadequate wnloading,
, and storage facilities, should be shipped no¥ in bulkut ia bags.
To ship them in bulk would cause problems, and possibly losses, with adverse
political implications both locally and elsevhers. - -

3 w
{] mlmdppmumilmuomu%om
wheat) or to baking it into bread, Most people do not have ovens.
Dr. Luis Vasconsalos of SUDENE believes that storing flour also presents
serious problems, He considers that it would be undesirable to include
nmmrm-umuntm-un.mmtnmumm
to obtain wheat and to bave it made into tread or crackers after local mill-
ing along with mandioca flowr that the people are used to eating,

t Refrigeration facilities exist for the storage of about
50 tons of larde Larger mmounts should not be shipped. Storage in other
than refrigerated facilities is not feasible in this tropical climate uhare
Lm-ummmmmum:mmﬂnimuu. HE |
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' (i) B Seivador, Brasil

penltry growers. Direot supplying ef cattle raisers with feed
has been rejected. The recipients of food im the “"werk fronts”
receive 80% of their wages in food (presently only corm) and 20%
in currency. 124 municipalities are presently reported as parti-
cipating. The direct distribution to swine and poultry raisers
is based on a predetermined quota per animal.

SEDECS reportedly charges reciplente of food under the "ani-
mal feed” category 500 oruseires par 60 kile sack to cover ware-
housing and transportation charges. Food in the other categories
is supplied to the work front or individual gratis.

SEDECS indicates that the control of the final distribution
of the corn is performed by a special BEDECS delegate (actually
¢rom the Polfois Militagr: each @@ delegate supplied with his own
jeep) whoe visits each recipient munucipality, feed mill eto. at

The gquota for that particular entity is thenm
ased only after “verification” of its use by the delegate.
Distribution te cooperatives, rural asscciatiens, and swine and
poultry raisers is processed by the Btate’s Secretariat of Agri-
ounlture.

Among the difficulties reportedly encountered were a few
cases of attempted meb robbery at distribution points, whiech
were averted by the Polfcia Militar. Another difficulty was re-

resistance on the part of the rural empleyees of the “work
fronts” to taking a major part of their pay in hard grain cerm,
which is, of course inedible unless ground inte corn meal, SEDECB
is therefore attempting to arrange with millers to have a large
portien of the corn destimed for human consumption ground inte
meal, using the same “Food for Peace” portuguese language sacks
for the meal.

A mewspaper report in A Tarde (a responsible local newspaper)
June 12 indicated that a portion of the corn (presumably that
1isted under “Feed factoriss and midls”) is, with the knowledge
and suppert of SEDECS, goimg into processed human foeds. The Com~
panhia Incdustrial Mordestine de Produtes Aliment{cios of Balvader
has received several domem sacks and has requested two thousand
for the production of cakes, cookies, candies, etoc. In the case
of such firms, as well as the case of the animal feed firms, the
SEDECS intends by controlling prices of the products produced with
the FPFP corn at all levels, including retail, te ensure that the
portion of the cest of the preduct represented by the price of
the corn (less the transportation and warehousing housing cest
is passed on to the end-user.

C. Dirck Keys
ccs USAID, Rio de Janeiro and American Cons
USAID, Recife.

Departmentt Please pa

copies te Consular OFFICIAL USE ONLY
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Economic Section, Rio de Jameire; and Belém-
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Regd: July 5, 1962
FROM: Rio De Janeiro 185 gy |,

AL )
T0: Seoretary of State - ﬂvru,-”{' =
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NO: 27, July &, 7 p.m.
#10JL4/g-1.

= A
Folimri.ng substance aide-memoire of
Ambassador by Dias Carneiro.

Governor Sao Paulo Carvalho Pinto asked me as Under Secretary
Beonomic Affairs Itamaraty to contact you on possibility USG
assuring shipments brown beans to amount 100,000 “bage, to be
delivered-to state government Sao Paulo, within ope and one
half months, under Food For Peace program,

Itemaraty has already sent telefram to Ambassador Campos
authorizing him place this request to appropriate US
authorities, -

zef

Esbassy regards réquest as dramatic example lack GOB
responsibility and inability face serious national problem
continued food shortages, especially during this peried of
Cabinet tfansition. Sao Paulo request handled by Foreign
0fflce as though simple matter of communication request to USG.

£

Current bean shortage now in third month. We have made - .
gvu-y effort to be of help but not even my personal protesg to
the President a month ago re inadequacies of COFAP in demling
with problem after President's orders and his request for oux
assistance has brought amy intelligent action. &

e2G

Z =z~

&)

20

Present impgsse attributable pricing poliaiss COFAP coupied wi
fear political reaction by producers if imports permitted to
break artifigqal scarcities. ;
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LIMTTED OFFICIAL USE
-2- 27, July 4, 7 p.m.from Rio De Janeiro

in mid-May GOB officlals request US prices and avallabilities and
seemed pleased at offer visit US bean representative. Embassy
suggested on May 22 immediate purchase taking advantage willing-
ness appropriate GOB agencies waive 60 percent ad valorem

tax, grant license and exchange but COFAP unwilling to take
political risk alleging need for careful survey of availabilities --
which still not forthcoming. US bean representative departed

after three weeks futile discussiomms.

Local press currently reports intended purchase 40,000 tons
from Mexico to meet situation. If this feasible for GOB,
believe request 6,000 tons from US not justified. If not,
request should be returned with suggestion that problem be
reviewed by GOB with US in national context. Difficult for
US participate in favor of one area, particularly Sao Paulo.

GORDON

LIMITED OFFICIAL USE
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FROM: R10 DE JANEIRO

' T0: Seoretary of State /R FILES

NO: 63, JuLy 6. we

PRIORITY

ESTIMATED 42 PERSONS DIED AND TOO INJURED IN MASS LOOTING OF
COMMERCIAL ESTABLISHMENTS, PRINCIPALLY FOOD STORES, IN SEVERAL
RIO DE JANEIRO STATE COMMUNLTIES BORDERING GUANABARA. WMAIN
SCENE DISTURBANCES NMMWN REF CAX1AS WHERE ATTACKS BEGAN 4100 AM
JULY 5 AND CONTINUED UNTIL AFTER ARRIVAL ARMY CONTINGENTS ’“‘\
PAST NOON. SOME STORES DESTROYED AFTER BEING SACKED, AS WERE

NUMBER PRIVATE AUTOMOBILES AND HOMES. POLICE ACTION VIRTUALLY K\)
NON-EXISTENT ACCORDING MOST NEWSPAPERS THOUGH FAR-LEFT ULTIMA Yy
HORA REPORTED WITHOUT SUBSTANTIATING THAT DEATHS AND INJURIES
RESULT BRUTAL POLICE REPRESSIONs

WHILE SACKINGS OBVIOUSLY CONNECTED CURRENT FOOD SHORTAGES AND
ZOOMING PRICES THEREOF AND SOME PAPERS DESCRIBED MOB ACTION
AS SPONTANEOUS, CONSERVATIVE CORRETO DA MANHA REPORTED PRESENCE
AT CAXIAS OF FOUR UNIDENTIFIED "AGITATORS" IN JEEP. MINOR
DEMONSTRAT IONS GUANABARA TODAY RESULTED IN WIDESPREAD EARLY
SHOP CLOSINGS IN DOWNTOWN RIO.

WHC/20 GORDON
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FROM:R1O DE JANEIRO

NO: T2, JULY T, 6 PM
m"hv 551 .'?) W
% g oAt W
EMBTELS 53 AND 63 ' .o % ,pﬂ;ﬁv

REPORTS OF DISORDERS JULY & DOWNTOWN RIO REFLECTED REFTELS
APPEAR TO HAVE BEEN LARGELY UNFOUNDED ALTHOUGH NUMEROUS
SHOPS DID IN FACT CLOSE IN FACE WIDESPREAD AND APPARENTLY
INSP|RED RUMORS RIOTING AND LOOTING. GOVERNOR LACERDA
FROMPTLY VISITED AFFECTED AREAS AND HELPED RESTORE CALM,

GORDON
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5515 1. SUMOC inmstruction 228 of July 7 gives Bank of Braszil

NSC poly all hange transactions. All banks and exchange
dealers, including "cambios" must surrender exchange
purchased to Bank of Bragil. Bank of Brazil may sell
exchange to cover 'legitimate import needs", either directly
or through banks and other dealers. By implication Bank of
Brazil may not sell exchange for financial transactions.
Latter provision may not hold 100 percent in practice but
doubtless means exchange for private financial remittances
will be unavailable.

2, This drastic move publicly labeled as temporary and
attributed effects political crisis on exchange market.
— |, However, Bulhoas admits measure mainly due deteriorating
— 5 Teserve position Bank of Brasil which feeling impact
gg accumulated exchange deficit, necessity repay §25 million
%E New York banks under credit lines and $8,0 million under
t 5 1961 medium-term credit credits, plus §6.2 million principal
£ and interest under European standby at end June, effects
I j, .'realistic exchange policy and slow movement coffee, (Sae
I

Ewbassy's A=527, Embassy despatch 1017 and Embassy telegran
3074). 1In current political situation completion $25 milli
new credit from Nurope ykuv further swaps and credits New
s, York banks spparently being delayad. Purther adjustment
hange rate not felt feasible in view strong non=sconocmic
“forces operating. ]
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AID-3-38 (3-80)

conTroL: 6322
¢rom: Rio de Janeiro reco:  July 10, 1962

9:54 a.m.
No: TOAID 51, July 9, 9 pum.

a2
JOINT EMBASSY/USAID MESSAGE 7’3?; 00 3
EMBTEL 27 is responsive to question reference telegram,
Confirmed today COFAP, Bank Brazil, Finance Minister
reached decision immediately import beans (bh* and
clored) from Mexico. Quantity not kmown yet.
GORDON
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INCOMING TELEGRAM  Department of State

57-L UNCLASSIFIED
Action ' Control: 7786
AGR Rec'd: zu%z 11, 1962
104 PM
FROM: Rio de Janeiro

Info
ss T0: Secretary of State
SR

CAP NO: 109, July 11

SIL

E
AIp  PRIORITY

INR
CIA FOR AGRICULTURE
© NSA
coM FROM: THOMASSON
TAB
WHM  Recelved official inquiry GOB agency (SAPS) for export
RMR prices and terms re immediate purchase dried eggs, nenfat
g dried milk, butter, pinto beans, small red kidney beans,
cheddar cheese. SAPS under direction President explore
all means provide workers food at lowest price. SAPS now
has 750 retail stores and restaurants for workers, expected
exceed 1,000 in 1963, many in northeast. SAPS has money
to buy food, Thinks import taxes would be waived and
exchange made available,

GORDON
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FROM: RIO DE JANEIRO

T0: Seoretary of State
NO: 136, JuLY 13

FOLLOWING FROM BRASILIA

APPEARING BEFORE CHAMBER LAST NIGHT TO PRESENT MEW COUNCIL
MINISTERS FOR'CONGRESS|ONAL CONSIDERATION (NAMES REPORTED
SEPARATELY) PRIME MINISTER BROCHADO DA ROCHA GAVE OUTLINE
PROGRAM GOVERNMENT CONTAINING FbLLCMING POINTS s

(1) EMERGENCY PLAN TO END FOOD SHORTAGE, CURB INFLATION (VIA
RECHANNEL ING PUBLIC INVESTMENT AND CURBS ON PUBLIC SPENDING)
AND A START ON AGRICULTURAL REFORM (EMPHAS|ZING RE-SETTLEMENT
ON GOVERNMENT-OWNED LANDS AND LIMITED EXPROPRIATIONS). St

(2) LonG RANGE PROGRAMS N FIELDR (A) FOOD SUPPLY (INCLUDING
FINANCIAL AND TECHNICAL ASSISTANCE TO AGRICULTURE AND RE-
ORGAN| ZATION OF FEDERAL SUPPLY ORGANIZATIONS), (B) MEDICAL
CARE (SPECIFICALLY CITING NEED LIMITED INTERVENTION
PHARMACEUTICAL |NDUSTRY ORDER LOWER PRICES) AND (C) EDUCATION
(NATION.WIDE PROGRAM TO ERADICATE ILLITERACY),

.(3) PROMISE TO."PISC|PLINE" THE EXCHANGE MARKET AND TO
\CONTINUE BRAZIL'S INDEPENDENT FOREIGN POLICY4’ ROCHA

ALSO EMPHASIZED BOTH NEED FOR MANY BASIC REFORMS

(SPECIFICALLY CITED: AGRARIAN, TAX, BANKING, mmmsmrrlv:,
ELECTORAL) AND AGAIN ASSERTED ABSOLUTE NECESSITY CONGRESS|ONAL
BRANT SPECIAL POWERS IF CABINET TO ACCOMPLISH TASKS SET IN
PROGRAM (PROMISING THIS REGARD PRESENT DETAILED REQUEST FOR
THESE POWERS, AS REQUIRED BY RECENT LEGISLATION, WITHIN FIVE
DAYS cu;'m»ar.a APPROVAL OF CABINET),

%
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RMr  FOR AGRICULTURE FROM THOMASSON

Brazil appears close decision re import beans under

recent decision waive taxes, etc. Likely importes
requested Attache assistance obtaining best offers

(prices, credit terms) trade and/or USG urgent basis.
Qffers should be FAS port of shipment by grades 1,2,3
giving quantities, date can place in port for a-n‘.l.l. reds,
red kidney, pinto, pink and black. Particular interest
grades 2,3, Also requested information loading, other fees.
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Nt .ug, guLy 31,

PRIORITY
AGRICULTURE FROM MILAM °

REF: DEPTELS 283 AND 299

SERVICO DE ASSISTENCIA E PREVIDENCIA SCCIAL (SAPS) ISSUED CALL
FOR BIDS TEN THOUSAND METRIC TONS COLORED AND BLACK BEANS
EQUIVALENT US TWOS OR BETTER. BIDS MUST BE SUBMITTED BY 10 AM
NINE AUGUST, RUA ARAUJO PORTO ALEGRE 7/3, RIO, BRAZIL.

REQUESTS FIVE SEALED SAMPLES OF BEAMS OFFERED.

OFFERS SHOULD BE FOB CASH OR TERMS, SAPS STUDYING CCC CREDIT

OFFER.
BOND
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FROM :  Ameonsul, SBALVADOR, BAHIA DATE: September 14, 1962

SUBJECT: Food for Peace and the Interior of ?ll\il
™

s
oA [
= =

REF [

r

L ! &
The Pood for Peace Title II program in' the Qtatéﬂ?
Bahia is not being carried out in accordance v:g they =<
Transfer Authorization, but it is producing su antidds,
well-received, and highly beneficial results. 'The g
generalised drought throughout the state no lesger exists;
however, there are a number of scattered areas“bf the Ser-
tao (particularly in the South-central region of the state)
which are as dry as or dryer than last year, with some of
them having had no large-scale rains since January 1960,
It is recommend by the Consulate that the portion of the
Title II program supplying foodstuffs to be used in
paying work fronts building small rssezvoirs, roads, wells,
etc, in the chromically dry regions of the state be expanded,
if necessary at the expense of other portions of the Title II
and possibly Title III programs, with modifications being
made in the TA po as to allow municipal commissions to sell
a fixed percentage of the product supplied under striot
fiscal supervision of the State distributing agency (SEDECS)
the money received being used to furnish the workers g.tl\
other foodstuffs and money.

(The following observations are made largely on tl\l_ﬂ
basis of two trips of three days duration each te tWD —
wdu!uont parts of the interior of Bahia which vnngndn-

taken with the Chief of Cabimet and other representabivéi
of SEDECS (the Btate SBeoretariat without Portfolio #r
Development and Measures Against the Drought). On éEe
first of these tripe, which inspected work projects in the

L
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muniofpios of Jaguaquara, Jequid and Pogoes (August 31
through Beptember 2), the reporting officer also
accompanied Mr. James Robinson of USAID, On the second,
(Beptember 6 through 8) the reporting officer was also
accompanied by Br. Jos# Andrade, a USIS motion picture
photographer doing a film on Food for Peace, and visited
dams, reservoirs, farm-to market roads, etc, in the mu=
nicfpios of Riachdo do Jacuipe, Jacobina, Vérzea do

Pogo and Piritiba.)

Situation

1. Program-Generalt BSEDECS’ plan for the Title II
program in Bahia, in the form of a report to BUDENE, was
forwarded, in extracted and condensed form, te the Depart-
ment and to the Embassy and the Consulate General Recife
(copies only) as our Despatch 50, June 13, 1962, In this
plan, as we reported, SEDECS planned to distribute the
FFP in two roughly equal parts, one to work fronts and
the other for animal feed (to growers, cooperatives, and
feed mills), with a small additional quantity geing for
social assistance by SBEDECS directly te beneficiaries.
The animal feed portion was to be given out only upon
receipt of 500 cruzeiros per sack from the recipient
(presumably a violation of the TA, but SEDECS maintains
that except for unofficial advice from the consulate
(and from USAID late in July) they were never informed
of this by SUDENE). BSEDECSB has reportedly taken in
elefen million cruzeiros from this sale of this corn
for animal feed, which is held in a special fund and
unspent pending receipt of instructions (still not
forthecoming) from BUDENE, There is a considerable
quantity (reportedly 32,000 bags of corn and 1,000 tonas
of beans)of Title II | FPP presently in Bahia, although
some municipal Work Fronts are erying for the produet,
since SEDECS has. reportedly received instructions from
SUDENE to discontinue distribution of FFP not currently
in pipeline pending further instrutions.

BEDECS has just completed a lenghty and detailed
report in several volumes to SUDENE on the operation
of 1Yé: program, including Title II FFP to date, A
copy of this report has been earmarked for the Embassy,
and is being hand-cartied by Mr, James Robinson of
USAID to Recife for u by the FFF program Director for
Brasil and other interested parties; therefore, no

or to further discuss the animal feed or charity
portions of the Title II program,

ORFICIAL USE ONLY
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2, Erogxam - logal operationai On a local level, the
work fronts are directed and organized in each participating
municipio by a municipal commiesion, normally consisting of
five to eight individuals, almost always headed by the mayor
with the Vice President being a leader of the local opposition
party., Members of a somewhat typical commisiom (that of
Piritiba) aret the mayor (PSDY, a UDN magistrate (vice president),
the PSD warehouse manager, a PTB representative, the manager
of t!- local Bank of Bahia branch, and two members of the

» The commission is appointed
by the regional SEDECS delegate (the drought sone ofthe state
is divided into five regions), who is a
(State Militia) captain or lisutenmant on TDY with SEDECS,
supplied with a jeep and expense money by the latter organiszation.
The delegate’s choice of commission members is confirmed by
SEDECS headquarters, In practice, the mayor directs the show,
but the commissions do meet and they do, by their bi-partisan
IR IRD HE R AU R T H IR G e o T
level and to prevent its being used primarily for political
purposes. Not all municfpios in the dry sone have work fromt
projects. In those cases in which the commissions did not
function satisfactorily with the earlier Brasilian-supplied
emergency food program (which is still continuing on a reduced
scale), they have not been entrusted with FFP,

After being signed over to SEDECS, the FFP is transported
by SEDECS from Salvador to one of a number of small but well-
built and new warehouses owned by the state warehousing
authority located in a regional center (such as Jequié)., From
this warehouse, the municipal commission arranges for and pays
for the transportation of the corn to the municipal warehouse
or storage facility, The municipal commissions reimburse
themselves for the cost of this tramsportation by selling the
empty FFP sacks, and, in many cases, by charging the workers
a "transportation fee” (in the municfpio of Riach8o do Jacuipe
each worker pays 37 cruseiros a week, and an additional 20
orugeiros a week for the cost of maintenance and purchase of
hand tools)s (The cost to the municipal commission in thie
municfpio for the transportation of the FFP from the regional
warehouse is 80 cruseiros per sack of 60 kilos.) The workers
report in on the weekly fair day to the municipal warehouse,
if there is one, otherwise usually to the house of the
municipal commission member resident in that distriect, to
collect their weekly wages, They are paid on the basis of
200 cruseiros a day in foodstuffs (theoretically) im almost
all of the participating municfpios (a few still pay at the
rate of 180 cruseiros a day). Their work week is usually L]
or 6 days, therefore, at the curremt valuatiom for the
payment purposes of 27 cruseiros per kile of corm, if payment
is made only in that commodity, each worker wmuld receive
approximately 37 to 44 kilos of corn per week, or well over
half a bag, (Retail free market price of corm in the city
of Salvador is ourrently 45 to 50 cruseiros per kile).
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Reference: Embassy despatch 5L0, November 25, 1959. sl 91%.1’ !

The Embassy's despatch reported that Brasilisn "nationalists
attack United SBtates and other foreign investments, charging that
investments earn exorbitant profits and that the profits semt
are far in excess of the valve of the imported eapital, Specifie
reference is made to an attack by a Brasilien Deputy, Sr. Cavale
and informstion is requested which will permit the real comtributd
of foreign capital to the Prasiliem omy to be d so that
charges such as those of Sr. Cavaloanti can be factually refuted.

ls The Embassy requested copies of the estimates made by the IMF
staff of Brasil's balance of payments for the 1939-h6 period which
were used by the Joint Bramil-United States Economie t
Commission (hereinafter referred to as the Joint Commission) in
preparing the tables and estimates published in Volume I of the latterts
report, The Doparh-nthucndmdnﬁypcwittanunwotml!?uuto
study of Brasil's balance of payments for 1939-i6. This study, which Q)
is presumably the one on which the Joint sion‘s estimates were ==
based, has not been duplicated or published 8 not availasble for O
distribution. It has not yet been possible to cuss this matter
with former members of the Joint Commission staff nor to exsmine the
records of the Joint Commission, Contimuing efforts will be made to
secure additional information. Information from the IMF study is
discussed below shich may be useful in interpreting the estimmtes
published by the Joint Commission,

8Si=-1/0

The IMF estimates indicated that the net inflow of U. 8. private O
capital to Brasil in 1939-46 was $lL.6 million and that the net outflow
of British capital in the sams period totaled $87.8 miIlion, No data
were availsble coneerning other private foreign investments, The net
outflow of U, 8. and British capital combined was therefore estimated
at §,3.2 million during this period,

It may be noted that Section B of the Joint Commission's
Table XIII (E. 312) shows a met outflow of only $3k million far the
.
ing

period 193 Items other than privete foreign investment are
luded in this section of the tabls. Since the on

o
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[auring the 1939-46 period, Although it is not suggested that such transactions m
1mply ~range benefits to Brasil equal to those provided by sound private
direct investments, they wers navertheless investment=type transactions. In
oonsidering foreign investment during a period during which all economic events
are necessarily distarted by the existence of wartime conditions, the treatment
of investment-type transactions of U. B. Government agencies as substitutes for
private foreign investment is not impropsr. Although the precise amount of foreign
exchange provided by the United States through such war-induced transactions
camnot be estimsted with any degres of ascuracy, there can be little, if any,
doubt that officisl U. 8. losns, grants, and purchases more than compensated for

the Tow level of private U. 5. foreign investment in Brasil during this periocd.

2, The Embassy requested any available information concerning the "purchase
of British investmenta® smounting to $83.6 millim in the 191851 period.
According to information published in the TMF Balance of Payments Yearbook, Vol ¥,
Brasil purchased British-cwned railroads as follows:

1948 - Brasil Eaﬂxﬂ Company Cre 1491 million

1948 = Sao Paulo Railvays Co. Cr. 565.1 million
1950 - State of Bahia South

Western Railway Cre 60,0 million

1951 = lLeopoldina Railway Cos Cre 540,3 million

Total Cres 1,314.5 million

Brasil drew upon blocked sterling balances to finance these transactions.
These purch PP to substantislly t for the $83.3 million figure clted
on Page 312 of Vol. I of the Joint Commission's report, The near-equality of the
valus of British cepital rcgltrhf.ad in 1939-46 ($87.8 million) and that repatristed
in the 194A=51 pericd ($83.8 million) is believed to be coinoidental, The Depart-
ment is contimuing its attempt to obtain information concerning the spegific
British investments whidhwers repatriated in the 1939=U6 period, The IMF study
cited the publication South American Journal end the River Plate Mall as sources
of its estimates of British capital repatristion in 1 .

3, Reference is made to Paragraph 3 of the Embassy's despatch, which
discusses the valuation of U, 8. investments in Brasil, The Embassy correctly
polmts out that Cavaloanti erronecusly cited the Department of Commerce's 1953
figure as applying to 1955, However, 1f Cavaloanti had used the correct 1955
figure of §1,115 million, his argument would have been strengthened, since the
reported increase in the value of U, 8, imvestments from 1940 to 1955 would have
been $875 million rather than §777 million.

The methodology used by the Department of Commerce 4n computing the value of
U, 8. investments in Brasil is described in the publication U. 8. Investments in
the Latin American Ko begloning on Page 95. The cmpumoummu
— ¥, companies in response to questionnaires. A more detailed
discussion of the Department of Commerce's methodology used in evaluating U, 8.
investments sbroad is contained in the Department of Commerce publication Fore
LInvutannt of the United States, a 1953 supplement to the Survey of Current |
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Department's A-243, Pebruary 27, 1961 MAR 17 1961
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SUBJECT:  moreign Investment Commission,
POR COMMERCE _‘l

r Commeroe is correct in its understanding that Article 91 of Law
3,470 deals with the option which Jjuridiocal persons have of deposit-
ing their excess profits taxes due plus 50% into so-called investment
deposits. The Investment Commission mentioned in the Bl-weekly Eocon-
omic Review item cited in reference airgram is the Investment Com-
mission referred to in Decree 48,130 of April 20, 1960, This Com-
mittes held its first session on the 23rd of January 1961 and began
oﬁudouunn of the first 30 applications for use of investment depo-
alts,

The operations of this Committee are connscted with the problem
of imports without exchange cover in that the pressure for the Oom-
mittee to begin its operations, acco to CACEX officials, came
prineipally from firms who allegedly needed the release of invest-
ment deposits in order to make the looal investments (buildings,
eto,) necessary to enable them to utilisme capital which they planned
to import without exohange cover, The licenses for the importation
of sush capital, therefore, lay unused pending approval of applica-
tions for the use of "investment deposits™. Becauss of the fact
that the pressure was exerted in this manner, the press, either mis-
understanding or over-simplifying the matter, reported that the Com-
mission was established to speed up Appltol.tiom for imports without
exchange cover, In preparing the item for the Bi-weekly the Embassy
was guilty of relying too heavily on these press acoounts, ;

It is hoped that the foregoing information will elarify the
somewhat distorted picture presented in the ocited bi-weekly item,

For the Ambassador;

‘ges8
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FROM : AMEMBASSY, RIO DE JANETR® —ii.%s’;r——mm&&i'

T0 ' THE DEFARTMENT OF STATE, WASHINGTON, May 26, 1961

REF . CERP, Section D, V, A-l & 4, April 3, 19!%
r mr. " , Dbt
é:[ Jlltf £ ad
Voe Only il
|£304/ ° Gom-p 723 e
susieer:  Regulation of the Investment Commlssion Establ
91, 92 and 93 of Law 3,470 of. November 28, 19g8,
F The Investment Commission established by Law 3,470 of November
28, 1958, approved a Resolution, the translation of which is attached

as enclosure 1, setting forth the rules for the examination of the re-
quests submitted by taxpayers for the release o# Investment Deposits,

This fund consists of deposits in the amount of 150% of their
excess profits tax due whioch firms, at their option, may make in lieu
of paying the tax itself, Under the terms of Article 91 of Law 3,470,
the contributors could draw down these deposits for certain invest-
ments under the supervision of an "Investmens Commission", The Com-
missjon has been slow in approving projects (in faot it met in Janu-
ary 1961 for the first time) so that almost no funds have been re-
leased as yet, As a consequence, few firms have taken advantage of
this procedure, In fact, according to SUMOC sources, the total amount
in the Investment Deposit Account after over 2 years of existence is
only Or$T00 million as compared with excess profit tax collectiong
during that period of over Cri{i# billion, In other words, only about
10% of total excess profits thus far have been committed to the fund,1/

By spelling out more specifically the oriterla for releasing
these funds, it is apparently intended to faeilitate consideration
of applications and thereby, to encourage use of the procedure, The
eriteria even as spelled out in the resolution, however,are still
vague in many respects and leave: substantial leeway to the Invest-
ment Commission and to the BNDE whioch will act as secretariat for
the Commlssion, .

For example, the reaulugtuf-‘ ides that taxpayera' applications
shall be accorded a preferentidl’t¥estment when.mumq“pm.feotu

Or$700 million in dopdﬂrn'::’m nts Cr$467 million iw=actual
|_y taxes due & ﬁ..H 58 ‘ c ’ _J
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UNCLASSIFIED Page
Enclosure to
Despatch 1069

Rio de Janeiro
TRANSLATION

Source: Diario Oficial, May 3, 1961

INVESTMENT COMMISSION
Resolution No, 1

The Investments Commission enforcing the provisions set in para-
graph 3 of Article 91 of Law 3,470 of November 28, 1958, and using
the iightu bestowed upon it by Article 92 of the same law, hereby
resolves;

I - To make public that requests for the return of Investment Deposits
submitted in accordance with Article 91 of Law 3,470 of November 28
shall be considered if outlined within the following provisions;

a) in the case of letter a of Paragraph 2 (application in their own
business) in building or expansion of fixed inatallations and equip-
ment in the following activitles in additlion to those listed under

letter b below;

1 - production and marketing of essentlal consumer goods;

2 - the rendering of public utility services or services of immedi-
ate utility,

b) in the case of letter b of Paragraph 2 (application in priority
sectors for the development of the national economy) in projects
intended to;
1 - reequipment and expansion of the railroad network;
reequipment and expansion of ports and navigation systems;
building and expansion of plants and electric power system;
setting up and expansion of basic industries;

- installation and expansion of public conveyance or transport-
ation companies;

6 - building and expansion of warehouses, silos, slaughter houses
and cold storage facilities;

7 - expansion of rural activities,

¢) In no eircumstance shall the Investments Commission consider re-
quests for application or reapplicatlon in actlivities concerning

the production, trade or services of luxury goods or of those goods
which however essential are in overproduction or with excessive capa-
city of production,

UNCLASSIFIED
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The vote on the bill in the Chember emphasizes (even if it does mot
accurately measure) the substantial sentiment in Brezil for regulatory
action of some sort with regard to foreign investment. In view of the
growing strength and influence of nationalistic elements in Brasil, it
appears inevitable that the Congress will adopt some form of regulatory
legislation in the not too distant future. Both the Quadros Government
and the present government had supported moderate legislation covering
profit remittances and investment in Brazil,

ARA: mTﬂ&ﬂﬂl ed




'J% - s A Y
| “Tcoume TELEGRAM - Department of Smrp.£: .;—.;T*u—cojm Copr

—

42 . CONFIDENTTAL

CORREGFEON (IS8FEDY . oo
8/23/6R~ DL
S%a(imtyn. D B

——2.
. August 16, 1962 [

FRoM: -~ Rio de Jameirq~ CORRECTED COPY 9:20 pam. 73 . @
_T0: Seoretary of State o f}.;;L e sl

NO: 393, August 16, 6 p.m. : U T

E . )7 el

trol t

’

. -‘-"‘ﬁ—._

- Follpwing latest in fast moving developmentdom profit i &
remittance billt ———
1. Senate substitute and original chamber bill was sent for '
separate consideration of three chamber committees. Economics
comnittee has approved Senate substitute, Finance committee
has approved version restoring four permicious features
original bill, namely (a) 10 percent limitation profit re-

' mittance (apparently on basis cruzeiro valuation original
capital), (b) limitation annual repatriation tq 20 percent,

(c) creation investment council and (d) prohibition loans - ~
official banking institutions to foreign owned firms. Judicia Y
committee has not yet made its decision. There is considerahle
possibility that after all committees have reported there will . %
be quick consideration on chamber floor.

: N
™
™
[\

2. Among delegation powers requested by Executive is short
decree that would authorize regulation of foreign capital,
including strict registry of investment and linitation profif Sy
remittance to 10 percent for "investment" and 8 percent for 1\,
others. .Question of how investment bage would be calculated | N\
is not clear, In speech to chamber August 14, Brochado da b
: Rocha stressed need to restrict "speculative process
2. control foreign investment and profit remittances which ]
“our wealth and our energles”. Said could no longer wait for . N
congressional action on this problem. = &- .
@ 3, After talk with Miguel Calmon August 3, reprasentatives -
. : : PR ey
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FROM: RI10 DE JANEIRO

88 70: Seopetary of State
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sP NO: , AUGUST 18,

L
H
CAP  FOLLOWING FROM BRASILIA
E
AID  CHAMER OF DEPUTIES APPROVED UNANIMOUSLY SENATE VERSION PROFIT
K REMITTANCE BILL REJECTING ONLY ARTICLE 31 AND SUBSTITUTING
P ARTICLE 22 ORIGINAL CHAMBER BILL WHICH READS "ANNUAL REMITTANCE
USIA  OF PROFITS ABROAD SHALL NOT EXCEED 18 PERCENT OF VALUE
NSC  pF REGISTERED INVESTMENTSY, CHAMBER ALSO RESTORED
IN ARTIGLES 23 AND 24 OF ORIGINAL BILL WHICH READ "23 PROFIT K\w
CIA  REM|TTANCES EXCEEDING LIMIT ESTABLISHED BY PRECEEDING ARTICLE
NSA  WILL BE CONSIDERED RETURN OF CAPITAL AND DEDUCTED FROM ,
00y  CORRESPONDING REGISTRATIONS TO AFFECT FUTURE PROFIT REMITTANCES %y
MAvy ABROAD, SLE *PARAGRAPH: AMOUNT OF CAPITAL RETURNED SHALL NOT °
MR, EXCEED 20 PERCENT OF REGISTERED CAPITAL 2l PROFITS IN EXCESS
SaM  OF LIMIT ESTABLISHED BY ARTICLE 22 OF THIS LAW WILL BE REGISTERE
M8 SEPARATELY AS SUPPLEMENTARY CAPITAL AND WILL NOT HEAR REMITTANCE
FRB  RIGHTS",
TRSY

CHAMBER REUECTED EFFORTS RESTORE TWO OBJECTIONAMLE AMENOMENTS
RMR  PRESENTED BY CELSO BRANT ORIGINAL DRAFTER, BILL NOW NEEDS

ONLY PRESIDENT1S SIGNATURE BECOME LAW,

GORDON
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T0: Secretary of State WIRTES

NO: 526, SEPTEMBER 3 W

ACTION DEPARTMENT 526, INFORMATION BRASILIA 21

ON SEPTEMBER | GOULART RETURNED PROFIT REMITTANCE BILL WITHOUT
SIGNATURE OR VETO TO PRESIDENT OF CONGRESS FOR PROMULGATION,
UNOFF ICIAL TRANSLATION OF TEXT OF NOTE [SSUED THROUGH PRESS
SECRETARY FOLLOWS:

"PRESIDENT OF REPUBLIC, AFTER HAVING SUBMITTED PROJECT OF LAW
CONCERNING PROFIT REMITTANCE FOR STUDY BY TECHNICAL £OMMISS|ONS %
AND HAVING HEARD RESPONS IBLE ADMINISTRATION ORGANS, DECIDED TO
FORWARD IT, IN ACCORDANCE WITH CONSTITUTION, FOR PROMULGAT ION C\)
BY CONGRESS, ALTHOUGH RECOGNIZING IN IT {MPERFECTIONS AND CON- \\
TRAP“CTIONB WHICH, NEVERTHELESS , CAN BE CORRECTED, 3

"IN NUMEROUS PRONOUNCEMENTS, NOTABLY IN HIS MESSAGE THIS YEAR
TO NATIONAL CONGRESS, PRESIDENT ALWAYS ADYOCATED A LAW WHICH, %
WHILE REGULATING SLBJECT MIGHT ABOVE ALL DEAL WITH SELECTION

FORE| IN' COUNTRY,

"IN ABSENCE OF THAT KIND OF A LAW, AND GIVEN POSITIVE ‘SPECHS{
OF PROJECT, PRESIDENT CONSIDERED IMMEDIATE PROMULGATION OF A \
REGULATORY ST&TUTE MORE DESIRABLE FOR NATIONAL INTEREST THAN
MAINTENANCE OF PRESENT DISORGAMIZED SITUATION, ﬁ
\
AJ

&
N
N

"NATIONAL CONGRESS WILL CERTAINLY IMPROVE PROJECT WHICH |T
WORKED OUT IN ORDER TQ ENCOURAGE PRODUCTIVE INVESTMENT AND
HAVING [N VIEW AT ALL TIMES HARMONIOUS PROCESS OF DEVELOPMENT
IN_BRAZIL'S ECONOMIC EMANCIPATION,"
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May 11,196
FROM: Rio de Janeiro 1155
{0 —
58 T0: Seoretary of State INF 0! — ——.
SR RM /R FILES
G NO: 2658, May 10, 7 p.m.

sP 1
- PRIORITY B _4_::0;’
H Tl WAoo Ae ! 2
CAP ;C
E ( DEPTEL 3213 ES7/é wed gy-a2
1GA —
AID Governor Ney Braga's statements quoted reference telegram:
P unfortunate in containing implication properties might be
USIA  expropriated as do not consider this likely. ITT properties
INR parana will be included over-all solution discussed paragraph
CIA 4 below. In addition recent decrees and actions GOB indicate
federal government will intexvene any such case in which —-— .\
expropriation threatened or imminent, as was done in CTB
properties. Where federal approval is required do mot
believe federal authorities will give it. President
Goulart told Ambassador March 8 Brizola is pressing for
federal approval expropriate Pelotas property American and
Poreign Power but it will mot be given. | .

ARA

1, Meeting with Foreign Minister, | Finance tlfa:re’ ]
to penultimate paragraph Embassy telegram 25 ranged for N 0
this evening. Delay in arranging Ehls meeting has been due’ Q
inability ITT fully develop own pesition en Foreign Ministers' -
proposals at April 30 meeting. Only this morning was Embassy
informed by ITT representative Rio that-ITT is ready proceed with ™
meeting with Foreign Minister. It is contemplated that—follow
meeting this evening ITT officials will undertake megotiate loan
agreement with Bank of Brazil in accordance with prim:i.Eln
established at ministerial level snd that Embassy-will te-enter

Plngg " ‘ __ megotiations

Comment on numbered paragraphs as fullwn}: J ! i
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" ATTRACTING INVESTORS, FROM UK, COMMON MARKET COUNTRIES,

:x ﬁ
FROM: R10 DE JANEIRO 1 Pngép
T0: Secretary of State v BTy
NO: 2934, JUNE 13 el Ew’é—f?-éé ol
- (4

E47/8

IN CONNECTION CHRONIC CRITICISM HERE OF FOREIGN INVESTMENT,

WHICH |S MAJOR THEME NATIONALIST GROURS, WOULD BE MOST USEFUL

HAYE Y MATERIALS ON STRENUOUS EFFORTS EUROPEAN COUNTRIES
ERICAN INVESTMENT, | AM PLANNING M|D-JULY SPEECH

IN WHICH WOULD LIKE USE SUCH MATERIAL, COULD YOU POUCH BEFORE
JUNE 25 SUMMARY INFORMATION, PERHAPS |NCLUDING BROCHURES FOR

SCANDNNAV | ANS, ETC,

N
IF READILY AVA|LABLE, WOULD ALSO BE USEFUL TO HAVE SOME MEASURE
OF RELATIVE IMPORTANCE FORE|GN ( NOT MERELY US) INVESTMENT IN
ECONOMIES THESE COUNTIRES, WITH COMPARABLE MEASURE FOR BRAZIL,
DO NOT HOLD UP OTHER MATERIAL PENDING THIS, WHICH | KNOW MAY
BE DIFFICULT,

GORDON
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FROM: Rio de Jameiro

NO: 3081, June 29, 9 p.m.

In deathbed order dated June 14 and published DIARIO OFICIAL
June 15 and June 19 (corrections) late Minister Mines and
Energy, Gabriel Passos, stated certain mining concessions
granted with irregularities, therefore ordered Department
Mineral Production cancel said concessions. Minister
further ordered concessions be granted only to companles
whose majority stock owned by GOB. Passos died June 19,

Discussions with officials Comparnhia de Mineracao Novalimense,
Hanna subsidiary, indicates this is firm primarily hit by
action which apparently refers to certain St, John Del Rey
properties acquired 1938. Novalimense President Lucas Lopes
talked with Tancredo Neves who agreed to let Lopes have
sight sccess to GOB files on case. Hamna officials o o
contacted Ambassador Campos in Washington. Buford Vice 7
President Hamna arrived Rio Tuesday June 26 from Cleveland:
All officials contacted feel strongly every legal right
their side and already questions of legality of order
rafsed. Hanna is prepared institute legal actiom but

p« Jing such action is continuing mining and developuent

for expanded production,

Other iron-mining companies apparently involved because of w\\w\

lease or property transfer from original St. John Del Rey

land include principally Mannesman Botuca property (German), N
Antunes interests Pico Itabirito (Braziliam) and Icomi
Jangada property (Brazilian-American). Complete 1nfn:|utl.nnh
mmber and extent still unclear.

Held meeting Thursday evening Jume 28 with Buford and
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ARA 2
FROM: Rio de Janeiro 1:55 P, W

88 10: Secretary of State W "—@‘_é)__
SR MR Flpe N
(¢] NO: 140, July 14, 5 P, M, -
SP
L
gﬂ’ PRIORITY. :
s

';m Following from Brlsuinl.‘),,_.d g

11
gé‘h Embassy telegram 3087 and A-14.

g: senate Special session yesterday unanimously approved

NSA compromise profits remittance bill drafted by mixed
0sp Commission Deputies and Senators. Now goes to Chamber for
ARMy _ final action, Senate action was unexpected. This does
NAVY —FioF mean Chamber will necessarily act on measure before
AIR October elections, but chances for such action considerably
MR better than anticipated basis Senator Mem De Sas statement
mentioned reference telegram that agreement exists not to
1 /cguqider it before that time, Embassy would now say this
e ( memo has as much chance of passing as any legislation which
' er may pass between now and October which is mot much
unless another political crisis brings back large number
peputies to Brasilia who are leaving rapidly after Cabine&
approval to undertake campaigns.
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FROM: Rio de Jameiro 1 pe. )

T0: Seoretary of State Y T—
nMoR CHNEs
NO: 271, August 2, 5 p.m.

FRIORITY ”&’

EMBTEL 2604705/

Latest developments CCB case, which consist actioh AMFORP
several fronts, as follows:. :

AMFORP at request Foreign Minister prepared and deliversd to
him yesterdsy letter to Prime Minister presenting in clear
and forceful terms what happened Vitoria, stressing illegality
whole procedure, and expressing confidence in action GOB would
take, Copy letter and expropiration d being pouched.

orekf

Most encouraging report is that Minister Mines is sending
official Division of Watwrs to Vitoria to undo 11legal
takeover company. This is reversal first reaction Minister
Mines to cable Rodrigues sent him July 31 which was matter
very complex and not clear what could be done,

N\,

AMPORP is pressing State SBupreme Court for injunction and
company official has discussed case with Antonio Balbino,
Consultor Geral and close advisor President Goulart.
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12:04 p.m.
ABA FROM: Pqu.l . n

INEG:

ss T0: Seoretary of State RM B F

g NO: 931, August 23, 3 p.m. ﬁ

H ﬁ)
CAP L

gur  PRIORITY

E
Amp  ACTHON DEPARTMENT 931, INFORMATION RIO DE JAun_ﬁo PRIORITY

P 8.
INR Reference: DEPTEL 1108 and Rio De Janeiro h to Department.
g: Embassy officer caught Moreira Salles on phone just as
FRB latter leaving hotel to catéh train, Salles sdid he had
rRsy discussed _Eci‘ul_ml by phone with his Under Secretary,
MR that he didnit_think articles 31 and 32 too serious and
that he believed it would be better solve problems "poli-
tically rather than by veto". By this he meant introdue-
tion new bill into Brazilian Congress between September 10 an

15. He added soundings with various political groups, he
understood, indicated action would be favorable.

Regret clrcumstances made it impossible pursue matter further
" but Salfes returning Paris 28 and sald he would be glad re-

ceive Emnbassy officer at that time if we so desired. r‘tc

inatruect. iy \
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ACTION: Amembasasy RIO DE JANEIRO 46 .. (PRIORITY)

Embtels 451 and LS5

We are thinking of following as response to press or as official
statement on profit remittance bill: QUOTE It would be inappropriate for
UsG to comment on legislation respecting the internal affairs of another
country. However, insofar as private foreign investors find terms of
profit renittance bill make investment Brasil unattraotive it would become
obstacle to inflow of capital. Braszil along with other countries of
hensiphere agreed at Meeting of Foreign Mimlsters at Punta del Este *
INNERQUOTE That the preservation and strengthening of free and democratie
institutions in the American republics require, as an essential condition,

the prompt, accelerated exscution of an unp dented effort to p

their economic and sooial development for which effort the public and
private, domestic and foreign finanoial resources recessary to those
cbjectives are to be made available, in sccordanse with the provisions of
the Charter of Punta del Este END INNERQUOTE. ENDQUOTE

We would appreciate your ts and suggestd as to such re.
or statement and its timing i,e, should it be made only after Chamber bi

beocomes law?
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Enbtel 151, Department appreciates your concern about
signing investment guarsnty agresment miX while profit remittance
question unresclved, However, in view long history negotiations
and possible difficulties involved in reviving Brasilisn interest
in agresment, believe it would be in our interest procesd with
signing whensver Brasilisns are prepared to sign. Even if agree=
mont signed we would be under no cbligation issus guaranties until
such btime as conditions favorable such action.

Bnitel LS9, Departwent preparing informatlon re status foreign
assets in U.5. BShould investment Ouarantee agreement be signed soon
this may present opportunity make clarifying mhmr;L with respect

. to investment guarantes provisiona as well as U.S. policy regarding
relsase of information on private foreign holdings in U.S. In any

casg reply to Embtel L69 will provide suggestions on nature and

method of Embassy announcement.
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udgn present bill, if has mot yet done so.
dan J i i o

I3 o rmm—
Control:
. Rec'd! iuam: 23, 1965 52 .

FROM uﬂ de Janeiro

10: Sdoretary of State

NO: 455, Mll\llt ‘23, 5 pm.
f "

- FRjoRTY
'.*bnq nlqr’ﬂ: 6-}* — /%J)’/

urb hours ‘Augyst. 1), Senate approved new bil.:l. designed
a supersede pravisions Articles 31-33 .profit remittance
lnllsllqum lnu::w!d by’ Chauber .

Ca has.tpld reprasentative US business commmnity no
:‘mm would be fssued undar present provisions, wmeil
na Senate bill aeged upon. - Goulart will now presumably
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Ever since passage by Chambér of profit rem
. J0P Nqvember, 1961, providing for registration private Braziliem
INR holdings abrosd, Ewbassy had been made aware nervousness
FRB on part some Brazilians about possibility US Government
TRSY might in some way help GOB obtain informgtioh on bank deposits ~
and other mssets Brazilian nationgls held in US, Representatives
RMR  ys banks passing through Rio early this year reported some <
movement Brazilian sccounts from US to Switzerland and ether
havens considered more reliable.

Regent completion Cpngressional action on profit remittande

legislation has apparently given new impetus to fears

Bragilien depositors in US. These fears encouraged by

articles in BOLETIM CAMBIAL and other pspers in recent days
5 alleging proposed investment guarantee agreément éontains
B provisions under which US Government Mguld divulge ownership %
5 Brazilian holdings in US. Embassy has tripd informally get y
4 S\ correation in BOLETIM CAMPIAL, but that news letter has lu-oly.'& A
- ™ garried accurate summary investment guaraptee provisions with= N
\\‘q;‘ out directly contradicting its previous statement .on deposits \u
* in US and a further statement that France and the US have an M

agraement under which informition of this type is exchanged. X

R
5

have come t® BEmbassy attention. be-}.ropr-uinntiw Chase.
T st few days accelerat:
transfers deposits from head office in Mew Yeork to other
M] Qﬂlﬂt"hl. He has urged official statement correcting false
J
4 %

Marhattan told Esbassy Brazillians in

| @ Mmmber of reports on public copfysion this general problem: ¥R
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Control: 2136%
Rec'd:  August 28, 1962
' 8:00 @.m. ||

FROM: Paris

T0: Secretary of State

INF G
NO: 1003, August 28 ch =
%l

ACTION DEPARTMENT 1003, INFORMATION RIO DE JAl 0 9

After predicting President Goulart will sign into law with-
out change pending Brazilian bill on foreign investment,
newsletter CORRESPONDANCE ECONOMIQUE August 27 says European
business circles do not consider its provisiona as threat
to rights of foreign capital. Cites views of "representa-
tives of several large French enterprises” in Brazil, who
say that for long time now their remittances of profite

in any case well under 10 percent contrasts European atti-
tude with agitation reportedly reigning smong U.S. business
interests in Brasil.
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Harcilio Moreira arriving Hio Varig October 17, Wishes see Ambassador
soonest deliver documents and message from Campos. Purpose visit is to

/6 W

assist in working out solutions IT&T, AMFORP, SULEXCO, Profit Rendttance
problems prior Presidential viait.
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Ostober 22, 1962

Daar Mr, Dalgoayent

I thess't you would be interested in tha following excerpt frem a
greoch rord by Tublie Affaira Adviser John ¥e King for Asnietant Secretary
4

“asiin bafore tie Hational Awsocintion of Manufacturers at Chicagoe on
Octobar e —-

"Tn this connoation, let me ery a word about the yeosnt Brasilien
feayen ganpearmiug Trrchare by that governmnt of foreien owned publis
uh11414n dhove. Tho Otate Departmant in atnrd of ooncorn exproeced in
tir “rerlee Lusinogs corminity abowd this docrse, It establishha a
Lim:reran Cemmingion to propare a list of the utilities to be talen over

and tn papetdate with the companisa on eonditions snd proecedures for ine
dernifization of charcholdars,

|

I% has boen apparent for sona time that the conditions under which — -
tha uY114ting ore sporoting in Prasil are by no means satisfactory to
gitinr I==11 or the foroinn ownswss Providunt Famedy discuszed this
fen el prodlen with Trasident Gmdart on his recent visit to Washington, -
and. exp=s=rd dnteroch 4n a propran cutlined by the Prazilisn President
by wiich thase dnvoctrents eould be limidatad on a basis that was fair
anl pendbeble to nlle Ho did not, hovover, approve in sdvante tha partis
enlar approich erbodied 4in the Brazilian denres.

In fact, tha Unitoed Ctates governvont hae not yot taken eny positien
o1 tha docimn, nnd could not do #o until partizuler corpineation arranfes
nantnonre forrulated in dotail, Boma bty outs along thnve general lines
Favs proved highly satiefactory to inventorsy othars havo not. Each case
will -pand on ito particular oireurst . amb dor in Brasil will
bo I ~+ine 4n olony touch with the situation to eee whather he can be help=
ful 42 swrurlug thet the plans worksd out meet the standards X bave just

ontlinsd,
8incerely W/

"7 Barvey R. Wellman
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Mr, John 3, Hoghland II
Deputy Assistant
Secretary 6f 3Jtate
State Department
washington, D.C.

Dear Mr. Hoghland,

Referring o your letter of September 12,1957,
to "3coofs’ Jackson", I am here_by taking the
liberty of sending you the enclosed new
suggestiona.

Do you see any signs of improvement?

o
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1irs RoObert !‘urphy==page 2.
ot T 7

A 31,000 bmmuunur would, in effect, be

the profit pstential in 40O acres of un=
developed Brasilian land, It would be comparable
to 400 asres of our land west of the [ilssi=-
m;og 150 years agoe You know what this land is
worth now on the over=all average. .ny land pure
chased in prasil now for (2,50 per asre, with
development would eominiy be orth many tines this
figure in the next 25 years.

Whether we would want to go furthor and sive the
Brasilian government a pergentage of tiie enhance-
ment in ue is a detail to be detormined. In
order to make the deal more ageeptablo from the
nationalistic standpoint this could be done.

There are 'ﬂ billions of dollars of private
investnent ds availabla, not only in this country

but all over the world. The bonds eould be called
peace or Dsvelopment Bonds, and with proper p.

from the top (publicity, pictures, etc.) these
bonds could be marke at the rate of at least

one billion dollars per {ur. This would pay
Brasil the 50 million do l.npi-n pl:'“ yeur w
nent \4 comitment, plus the monu [
TR e

fugees, roads, schools, houses,
ote., and have enough left over tc work the same
deal with Argentina, Ui » Chile and any other
country desirous of J iz on tho band wagon,

There are many details to the overeall plan far 00 Dumerous
to relate here. I have spent the last thirty years of 1life
buying cheap land and selling it for many times the ori
purchase price. I feel the sams principle can be worked out
on a much larger scale internationally. All these undere
developed countries are land poor. T want their land
developed and more citizens to populate .these areas, This in
turn .ill put them on a selfesupporting basis, which is as it
should be. What better is there to -oud!.ry our relations
with Jouth Ameriecan eountries permanently than to help them
develop their own areas and stand on thelr ovm feet,

The only trouble with the whole plan is its sime and scope
and unleas ono has eaten, slept and dreamed about it us I Smn.
at first glance it seems incomprehsnaible. It is big, but I
know it i3 feasible because it i3 based on tho soundest of all
assets in the orld==LAND,
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Other sountries in South America will be invited to partioipate, on
a proportionate scale, in the development of their dormant land
areas, working the same plan presently being offered to Brazil.
Ample money will be available for this purpose. Spending of these
funds will prove a boon to the business economy of all participating
nations by the purchase of materials and machinery, thus providing
more payrolls, more business and more profits for all concerned,

By the development of previously dormant areas newer and greater
markets for the products of partiolpating nations will come into
being, thus inereasing income and prosperity for all. The économy
of all South American nations shall partioularly be enhanced.

Thousands of immigrants seeking new horizons and opportunities can
be made happler each year by giving them a new life of security and
contentment, new hopes and ambitions. They need South America and
South America needs them,

It is the hope of ILDACC that our program will do much to preserve
world peace, and that we will receive full cooperation from all South
American Governments in this, The World's largest land and humanita-
rian ram -~ oconstructively based on the soundest of all Tounda-
Tions ==~ LAND.

Respectfully submitted.

E, M. Greenwood,

Hotel Copacabana Palace
Apartamento 106
Rioc de Janeiro, @b,
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Heference is mads to the

program
a copy of a lstter of Juns 6,
Kubitschek as well as other documents left with the Esbassy by
Mr, Oreenwood.

Mr. Oreenwood has also sent the Department a copy of his lstter
to President Kubitschek. In mddition, he has provided two memorenda

which sppear to be revisions of the other Greenwood papers transmitted
by despatch 1211, For convenience in keeplng the records, all three
documents recently received By the Department from Mr. Oreenwood are
transmitted s enclosures to this instruction.

| m.dthmw-umlynpmadmnqmwnr.
Mﬂh,wmnm.mm parsgraph reading
as £ wat

"Also islation to increase the capitel of the %
Loan Fund is contemplated in ordsr that matching

be mads svailable for our use. We also expect full cooperstion and
financial support from the Inminnﬂ.

Bank for R uwotion and y Bxporte]

pational Cooperation Mldn:lnu 1on, and the International Development
Corporation.”

Neither the Department of State nor any other United States sgency
referred to in the paragraph under reference has endorsed Mr. Greemwood's
pluwnmmwmuwhmmtnwmumdmud.

The Department contirmes to have serious doubts as to the feasibility
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Besw tir, Grossueed

In the shamuse of the Vise Pregident, I wish %
csmefoigs pemr Jetter of July 1, 1960, regarding your
Lmd dovelogmend plen for Byusil, I hove bom infuwed
ot the Bepartammb of Stade wlll Wite to yeu divesily
ia regerd %0 your plm.

sinserely youwrs,
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July 1 3. 1960

Boos bp. Grecammads

Shis cstmesiiodgee the vesslph of Jeur Jotbare
Gated July\adiressed 1o Tnlw Semswtesy Blllen,
of your lobher dated Sumn 30 shivessed %o m. Guplas
of Win Jatiars, and of the ceclesses, &e buing send
= gEeeTAste (ficils is We Bparisss e Wte
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July 1, 1960

The Honorable Douglas Dillen
The Under Secretary of State
Washington, D. C.

My dear Mr. Under Secretary:

Thank you for setting up the meeting with Mr.
Hemba for me, on Wedneaday, May 25th.

Enclosed is a copy of my letter and memorandum
to President Kubitechek. The program I suggest
should eliminate much of the economic aid to
Brazil and other South American countries, I
hope it meets with your approval.

EMG:P
Enclosures

ENWOOD, FuesinEnt
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NORTHWESTE R[N
e .

Rio de Janeiro,
June 6, 1960,

President Jusoelino Kubitschek de Oliveira
Bresilis, D.F.

Dear Mr. President:

I propose a land Development Contraot with your oountry
for the development and colonisation of 250.000.000 heotares of
presently undeveloped, unpopulated land, (Vast land areas through=
cut Bragil that will not be touched for many ysars unless large -
soale finaneing and development is insugureted.)

For such a Development Contrsot, the INTERNACIONAL
AND COLONIZATION mmﬁﬂ&‘i (I1DACC) will pay to

LAND DEVELOPMENT

the Brasilian Covermment US$50,000,000.00 (fifty million dollare)
each year and contimie such payments for twenty five years making
a total of US$1,250,000,000,00 (one billion two lundred fifty mil-
lion dollars).

The areas involved will be on a basis of every other mile
or kilometer seotion. One section remains Government land, the ad-
jacent section will be developed under cur Land Development Contract.
The fee ownership of which (seotions) at all times to be retained by
your Government.

This method will afford Brasil additional advantages. The
present undeveloped land you hold will be interwoven (ohecker-boarded)
with the areas under our proposed Land Development Contract. The
roads, schools, hoepitale, water and the sleotrical systems we btuild
will benefit your areas. Western 0.S.A. was sucocessfully developed
by our railroads along the same plan. Land that was worthless be-
came marketable and our Goverrment benefited in its enhancement in
value by retaining every other section.

With the UB$50,000,000.00 (fifty million dollars) anmal
payment to your Oovernment our Corporation will agree, (subject 4o
your acosptance and approval) to bring in for colomisation and -
Brasilian oitisenship 50,000 desirable immigrants from Burope esch
yoar. To cover the expenses of these immigrants, their transport-




the next twenty-five geara, thus affording a 3004 increase, or a
little over $135,000,00 net profit on each $45,000.00 investment.

$1,800,00 per year invested in the U.S.A. for twenty-five years,

with comparable g_e_a%l%. would not average more than 5§ per annum

or a Total ol 3J . rofit., Therefore the potential in
Bragzilian LAND DEVELOPMENT CERTIFICATES greatly exceeds other in-
vestments 83135 000,00 versus a;o,ooo.ooff The security factor of
LAND DEVEL I-.EN* CERTIFICATES is comparable to sound mortgages on
UsS:A. rogerty. The land involved can never be worth less than the
origina g .00 ger hectare ($2.00 per acre), but has a great potential
of averaging $20.00 and possibly more.

It is our plan that the large amounts of interim money set aside for
gayroll and expenditures within Brazil will be deposited in Brazilian
anks, thus creating more loan and mortgage funds for Brasilians at
lower interest rates, This should have some effect on the stabiliza-

tion of the Braszilian cruzeiro.

The Brazilian Investment Program will be limited to 100,000
Certificates.

100,000 certificates @ $1,800,00 per year = § 180,000,000,00
Annual Commitment to Braszil = 175,000,000,00
Administration Expense Limited to 3% $ 5,000,000, 00
Total 25-year Commitment (100,000 x $45,000) = $4,500,000,000,00

other countries in South America will be invited to part.:l.cifat.a, on

a proportionate scale, in the development of their dormant and areas,
using the same plan submitted to Brazil. Ample money will be avail=
able for this purpose, Spending of these funds will prove a boon to
the business economy of all participating nations b{ the purchase of
materials and muchiner{ thus providing more payrolls, more busineas
and more profits for a i concerned,

By the development of previously dormant areas new and greater
markets for products of participating nations will come into being.
Th;a;eonmy of all gouth American nations shall particularly be
enhanced.

Thousands of immigrants seeking new horisons and oggort\mnies can

be made happler by giving them a new life of secur and content-
ment, new hopes and ambitions. They need gouth America and South
Amarlca needs them,

It is the hope of ILDACC that our program will do much to preserve
world peace, and that we will receive full cooperation from all
South American &gvcrnmmn in this, THE WORLD'S LARGEST LAND AND
HUMANITARIAN PROGRAM, conar.rucr.iniy based on the soundest of all
foundations-~LAND,

Res submitted,

E« M. G snwood
Northwestern Futual
217 pine Street
gseattls 1, Washington
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UFFICE OF THE VICE PRESIDENT
WASHINGTON

July 22, 1960

ru.“n-

MEMORANDUM FOR ’:”.";,d ;.m, /,A,
Hon. Willism B. Macomber, Jr.
Assistant Secretary ol State
for Congressional Relations

Mr.

Attention: Cottman

We shall appreciate it if you will have

a draft reply prepared to the attached
and returned to us with the original

correspondenoce.

2%C

R.E. Cushman,

ACTION

is assigned to

PR ef 1 &
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Executive Assistant
to the Vice Presldent

letter of July 1, 1960
from E.M. Greenwood
re: forelgn ald progrem.
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General Wilton B. Persons

The Assistant to the President
The White House

Washington, D. C.

Dear General:

Please refer to my letter to you of July 1, 1960,
Copies of the letters enclosed herewith are self
explanatory.

I would like an appointment with the President to
discuss this very important and timely subject
further. You may telephone me collect at Sherwood
6-3620 or Main 4-2566,

NeG=Z =L/ 1 118N *ZE3

Mmn/sn
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mhmt to Senator tonstall
Senate 0ffice ng
Washington, D. C.

Dear Brad;

Please refer to my letter of July lst to Senator Saltanstall, Also
note enclosed copy of letter to Alton W, liemba of the State Department,

The 500 million dollars President Eisenhower has proposed should be
funneled through the Devslopment Loan Pund, They in turm should make
matching dollars available to our uorﬁ::auul to implement the program
I have presented to President Kubitsc of Brasil,

The point is thiseeI want some senator (preferably your boss) to gfl-
sent a bill inoreasing the capital of the D.L.F. for a period of 25
years to provide mat g funde for any approved and acceptable core
poration that will earry out a Isgur program for the development

of underdeveloped countries in Latin Ameriea. In other words, instead
of giving our mit.. as we have in the past, let's put it on a

business basis so will not cost the Amsrican taxpayer one red
penny. The loans we make each year (matching dollars from D.L.F.
will be secured and repaid, The program we suggest for Brasil an
other Latin American countries is one in which they earm their own
way and are not the resipients of further patronage, They all will
like it better this way,

I1f Senator Saltonstall is not interested in senting such a bill I
would appreeiate your advising me at the e est possible date. If
you can show me & better way of handling sooperation with Latin
Ameriea I would like to hear about it,

The 50,000 pecple whom we ean move into Brasil sach year will be our
permanent friends, Multiply this by ten to one for each person we
set up there (their new friends and acquaintances, ete,) and you
start getting the pieture,.

My plan has besn pretty widely cireulated in Brasil and if WE don't do
it I am afraid our competition may, They have the blueprint, Let's
not fumble the ball on this one,

Best personal regards,

_T N uwaes




June 6, 1960,

ation and settlement (new homes, roads, schoold, hospitals water and
r, et0.) our Comparny will spend an additional TUS$125,000,000.00
lom undred twenty five million dollars) each year.

For each immigrant coming into Brasil we will also deposit
with you US$1,000,00 (one thousand dollars) to insure their return -
transportation and expenses in the event citigenship is denied any
of these people.

This program means that a total of US$175,000,000.00 (one
hundred seventy five million dollars) will be spent anmually on your
behalf for twenty five years. I need not tell you what a tremendous
impact this will make to your sconomy and prosperity. It will mean

the JETELOPMENT OF SLASTL FORAND NY DRELLIATS av all land {moived
under our proposal omes the properiy of Brasilian citizens.

This is striotly a sound and constructive business proposal
oompletely devoid of eny political affiliatioms or strings of anmy kind.

Our Corporation (ILDACC) will comprise American, British ,
Frenoh, Oerman and Italian businesemen without regard to politics.

I am an American business executive long identified with =
successful land development. Many other business executives through-

out the world, 1ike maelf, believe PROFERLY PINAICED LiID DEVELOPERT
ON IS THE TO M. WORLD PHOB and wi mt

¢ under-developed nations (presen poor) on a permanaent self-
sustaining foundation where they can advantagecusly support themselves
without resorting® any political deals or affiliations encumbering
their progress.

For references regarding me you may refer to any Barnk at
Seattle, Washington, U.S.A.

If this huge developmeni progrem interests you and you wish
%o further explore its pocsibilities I am at your service to answer

any and all guestions you may have pertaining to its implementationm,
finanoing and sucoessful culmination .

1y sybmitted

21/ 1%-‘-um/ .

B. M. Greemwood

Botel Copacabana Falmoe

Apartanento
Ho de Jameire, (B,
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Brasilia, Junho 15, 1960

Exmo, Sr.
Presidente Juscelino Kubitschek de Oliveira
a, D.F.

Exmo. 8r. Presidente

Proporho um CONTRATO DE DESENVOLVIMENTO DE TERRAS para Vosso pals, pare
© desenvolvimento e colonisaglio de 250.000.000 de hectares de terra
stunlmente sub-desenvolvida e nfio habitads, (vastas Areas do territorio
Brasileiro as quais nfo serfio exploradas por multos anos, a nlo ser
atravée de um f1 1 to e & olvimento em ampla escala).

b SRR, J T e o
AND ZATION COi TION (ILDACC) pagard ac Covérno

do Brasil US$50,000.000,00 (cinquenta milhBes ds dollares) amualmente
o continuard estes pegementos durante 25 anos, totalisando
US$1.250.000,000,00 (um bilhlo e dusentos e cinquenta milh¥es de dollares),

An freas em questfio serlio ideradas em base de secgBes intercaladas,
em kilbmetros, isto 6, uma secgo permaneceri frea do Covérno, sendo que
a secqEo adjascente serf desenvolvido ech nosso CONTRATO DE DESENVOLVI-
MENTO DE TERRAS, O Govérno Brasileiro reterk sempre o direito de
propriedade das terras em questio.

Este nétodo propleierd mo Brasil vantagens adicionais. As terras atual-
mente nflo desenvolvidas serfio interlagadas oom as Areas compreendidas sob
nosso CONTRATO DE DESENVOLVIMENTO DE TERRAS, agui propdsto. As estradas,
emoolas, hospitals, rddes de abastecimento de e de eletricidade cone-
truldas por nfe, beneficiarfio suss freas. 0 Oeste dos E.U, fol desenvolvido
oom muito exito através de um plano identico, realisado por intermedio das
Companhiss das Estradas de Ferro. Terres sem valor tornaram-se valiosas

e nosso Govlrno fol beneficiado por sua valorisagio, retendo cada segunda
secglo,

Alfm do pagamento smual de US$50.000,000,00 (cinquenta milhBes de dollares)
para Vosso Govirno, nossa Compashia se cbrigs de traser so pale (sujeito
s Vossa aprovaglio), pars colonisagiio @ futurs naturalisaglio, %0.000
imigrantes desejiveis da Buropa, todos os anos. Pare oobrir as despesas




Especificaglo do investimento anual de
U;:'I'J'S.ODO.OOO,W para o PROGRAMA DE
DESENVOLVIMENTO E COLONIZAGRO DE TERRAS
O BRASIL

Contrato de Desenvolvimento de Terrs « « « ¢ + »

Transporte e despesas diversas com o
deslocamento de 50,000 imigrentes,
V8% 500,00 08AR « « ¢ 4 4 ¢ 8 s s w et u s 25,000,000, 00

#* 10,000 novos lares, faz-endas, etc.,
UE8 5.000,00 C8AR + o o » ¢ 5 s = s 0 0 v w0 50,000.000, 00

##% Orqamento anual para novas estradas, hospitais,
escolas, igréjas, rédes de fgua e eletricidade . 50,000,000, 00

Total o o o o o s s 0o o s o 0 s U8$175.000,000, 00

## Materiais, equipsmentos e folhas de pagamento.




DEPARTMENT OF STATE INSTRUCTION
559 . HaY
GFFICIAL USE QMLY
T (Security Clasnifcation) FOR RM/R USE ONLY

wo.. A-52, Mogust 5, 1960 ’
sumgct: Proposal of E. M. Greenwood for Land Development Program in Brasil
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1o: The American Embassy, RIO DE JANEIRO

Reference is made to the Department's Instruction No. A-18
of July 15, 1960, regarding the proposal of E. M. Oreemwood of
Seattle, Weshington, for a land development progrem in Brasil,
The Department has now sent & letter dated August 5, 1960, to
Mr. Oreenwood stating in part that "it has been determined that
your plan is not appropriste for United States governmental
don.* A copy of the letter is enclosed. The letter
was cleared with the following agemcies: International
Cocperation Administration, hporhlqam Bank, Department of
.lgr:l.c'nlhn'l and Development Loan

The letter is unclassified and the Embassy may use the
information therein in any way it considers eppropriste.

. MINED
e vo zath

HERTER

Copy of unclassified letter
to Mr. E. M. Gresnwood,
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_ From_Rio de Janeiro

’7 Mr. Everson reported that ENDE President Lucio Martins Meira hed been most }
mrﬂin:l.anﬂhdpmiu&meulyraplymmmmmmdﬂlmgmmtht
the company would file a claim against Celubagago only in respect of the unsecured
portion (i.e. the portion not covered by the BNDE guarantes) of its cleims, and
asking confirmation that the bank's guarantee remained firm.

The oral response to this letter had, according to Mr. Everson, been entire-
1y satisfactory and a written reply was promised. This was received on Beptember
19, shortly before Mr. Pemberton's return to New York.

As to the claim filed, the smount is equivalent to about $150,000 represent-
ing principally fees due and expected under the contract with Celubagago. Mr.
Bagley assumed that IEEC had or would file a claim equivalent to $100,000. The
company's local lavyer had expressed confidence that Celubagago would not be
forced into bankruptoy; he expects that the "eoncordata” will be made effective
and that, as a result, Celubagago will have at least six months time before it
will be required to make the first payments dus creditors under the concordats.

With reference to the future operations of the pulp mill, Mr. Everson sald
that tmmPnnimmmmmtmtmtmbmkmmmto
interest Brazilisn cepital and Dr. Gabriel Iuiz Ferreira Filbo.

Mr. Everson hed just had word that the Kruger Paper Company, Ltd. of Momtreal,
Censde plenned to send B. J. mmumnamwmhwntumkw
the plant and survey the local situstion, They reportedly plan to stay in Brazil
for about two weeks.

Mr. Bagley will keep a watchful eye
on things from the public relations point of viey. Fortunately, there has not
as yet, at least, been any demaging publicity concerning the case.

mmwmmmmmntmmmotmmmuw- of
significance.

For the Ambassador:

Gl (L. -l

Williem A. Fowler .
Counselor for Economic Affairs




he President of The United States
The Whits louse ‘

Dear Mr. Presideat: ¢

In atcempting to echine

Loan for he
s in the Eovemm 6.1. M, 3

o Mminiotustion ¢ u;g'
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November 2, 1960

Dese Nr. Carloem

Thank yeu for your letter of Ostober 15, 1960, conserning
your imierest im disewssing suryeut developmmits relating %o
Bresil, I sheuld be very happy o have you eall ab my offise
axy time you ave in Washingten.

Gimserely yours,

Me, ¥, N, Cardomn,
Direster, Jusiness Regeardh,
Dresser Industwies, Ins.,
Repwblis Natienal Bemk Building,
Dellsa, Tomaas

ARM nmﬁ% Jok 1B/1/60
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