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m tted s 1Cr$ 3.2 billion, lus the projected 

c ase in certain ea:rmarked 

the d rd 23 per cent ~ate o incNtaae · this tter 

djustment l>out ~CR 00 llion to the s-

:lble 1 vel o endin, rais the planned total 

1970 to lCr$ 17.6 illion. On the basis of the preli· 

revenue project· or 1970 ( C 17.~-11.S billion), it 

would appear that the de icit 1ould be virtually eli ted, 

whic may well be what actually will oc u 1 1969 if the 

i$ture on the "true" deficit in the above t ,ble is 

mat aorrect. It should e oted that in the 

noth . ,as said separately t the age ncNase for 

1 c loyees and there was no spec! 1 provision in ex-

itures for aw increase in excess of 15 per cent tha· 

had en contemplated when the for 1970 was drawn up 

lier this year. The reason or this is that according to 

the . c of the .hove way of l o a , s lon as 

the ederal ill does not rise more 

an 23 per cent (and we understand that the authorities are 

lop n to keep the increas - to less than this), it onl 

·ntains its shaN 'int 1 and does not ve rise 

to al di ficulti s. 

Another 1 expend'tures for 1970 would 

be to start with the d ,et approved for 1970 earlier this 

year, that called for otal of NCr$ 17.65 billion, 
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to th re t of the • It noted that the fi -

ure o N 17.6 bill'" above (as beina ible 

public ture policy of the authoritie 

unders it) d • ly an r- of 26-27 

cent for expenditure cate s. 

in lanned de ic't or 1970 from Cr$ 800 

l rather small f would open up considerable room 

or a tional ·v te investment, in keeping 'th the pol 

ive of the uthorit so achievin and sustai. n a 

considerably hi than has customarily been 

as equate. In thi vein, the ew of the i. ian 

is that it would desirable to reduce the deficit 

bl in the short run, and in the longer run it may 

even .,.. ,~ .......................... ate to strive ""or us that could be 

to vate investment. 
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arent la size of credit balances in relation to the 

variable expenditures of the eral Government. 

Apart from some doubts we have on the decentralize 

control chani in terms of what it lies wit res 

to th capabil of maint · total sp nding within 

some spec·tied level, it seems to the ·ssion that an 

equal presein question concerns the efficacy o present 

art'ana,eme!nt controll the qu•lity of ~-JU ~£. ' tures. 

This concerns whole process of setting priorit'es, 

translat them into budgetary grams, and then see 

that the riorities are indeed reflected in actual expen­

ditures. 

Coffee policy 

Coffee operations are expected to yield a substan l 

sur,plus in 1970, but this SUI"plus is not pt'Ojeeted to rise 

very mtich in r-elation to the cruzetro value of exports • 

In view of the decline in the size of the c~op, this 

limited rise in the surplus appears to reflect plans for 

large-scale ass1stance (of the order of NCr$ 700 million) 

o the coffee ector for relief, Nhabil·tation, and 

expansion. 

'ihile ~he case or assistance can be made on several 

unds, there s a question as to whether the scale on 

wh t contemplated . joined to the ~t~~~.~-~~t 



- 12 -
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In the DEPE presentation the monetary liabilities are 

projected to 21 per cent whil in 

the ·seion' plan they would rise by 1 ---------
17 per cent. If there should be a further cutback in 1970 

in the· esired ratio of l uid asset holdin .s to GDP similar 

to the one that appears to have occu?"red in 1969, the mission's 

project 

with 

growth in monetary liabilities would be consistent 

rise 1n GDP in current prices of around 23 per cent. It 

t noted that t mission's suggested increase in net 

domestic credit or 1 70 would be the same 
~ e 

original plan 

for 1969, an approach consistent with of a gene ~l 8 

gradual reducin the rate of inflation. 

I the desired in monetary liabilities in 1970 

should recover to match the projected rise in GDP, then the 

inct'ease net foreign reserves would be larger than hown ·n 

above table, a development which we understand would be 

very much welcomed the authorities. Indeed, we understand 

tha the DEPEC monetary budget contains, in effect, unallocated 

sunder the net domestic credit category for the purpose 

into the plan the possib'ility of net foreign ins 

~ t are shown explicitly in the plan. Thus, the two 

approaches are essentially similar, but the mission considers 

it better from the pl~ning standpoint to leave these. 

outside the credit concept. 

s 
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Taking into account the SDR allocation that will come 

on January 2, 1970 1 the mi•sion's suggested moneta!'Y plan 

for ~he monetary authorities would look as follows, taking 

into account the fact that the SDR holdings will be part of 

net foNign reserves and the contra-entry o the firet SDR 

allooa~ion would b• equivalent tone tive credit: 

6. 

sin P~incipal Accounts of Mone~a17 
Authori~iee, 1970 

(In llions of new oruzeiros) 

January 2, Ope~ation• Total for 
1910 ?t~s ot Year y, 

Net reserves 2sol1 IJ30 680 

et dome tic credit -2sol1 1,750 1,500 

Monetary liabilities - ~~ 2,J.80 

I 
al o 

This figure i rounded crudely since ~he pNcise SDR 
tion will not be known mtil\ end of this year. 

Excbange'."'polioy 

I't is the iss ' underatand· that the autho~lties 

are o con. p any s in the system of exo· 

j 
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Date Effective 

1964 
December 

1965 
Ifovember 13 

1967 
February 9 

1968 
January 4 
August 27 
September 24 
November 19 
December 9 

1969 
February 4 
March 19 
May 13 
July 7 
August 27 
October 3 
November 14 

Table • Exchange Rate and Domestic Price Movements 

Exchange Rate 
Buying Selling 
. Rate Rate 
(In NCr$ per us$) Index 

1.825 1.850 

2.200 2.220 

2.700 2 . 715 

3. 200 3.220 
3.630 3.650 100 . 0 
3.675 3. 700 101.4 
3.745 3.770 103 . 3 
3. 805 3. 830 104 . 9 

3.905 3.930 107.7 
3. 975 4. 000 109 .6 
4.025 4.050 110 . 9 
4.075 4.100 112 . 3 
4.125 4.150 113 . 7 
4.185 4.210 115 . 3 
4.265 4.290 117. 5 

Days :from 
Previous Change 

28 
56 
20 

56 
43 
55 
55 
51 
37 
42 

Wholesale Prices 
(Corresponding Month) 

{Aug. 1968=100) (Sept, 1968=100) 

100 .0 
102 . 5 100 .0 
106.7 104. l 
106.9 104 . 3 

110 . l 107~4 
109. 3 106. 7 
111.5 108. 8 
116.1 113 .2 
118.7 115 . 7 

Sources: Central Bank of Brazil; Getulio Vargas Foundation; and sta:f:f estimates . 
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Office Memorandum 
/ 

TO Mr. Finch and Mr. Beza DATE, December 24, 1969 

FROM S.J. Anjari~ 

SUBJECT • Brazil - Changes in the Exchange System During 1969 

The following is a summary of information relating to the more 
recent developments in the Brazilian exchange system collected on the 
recent stand-by mission to Brazil. 

l. Exchange tax on exports of cocoa derivatives 

A 5 per cent exchange tax on proceeds of exports of cocoa deriva­
tives continues to be levied. However, according to Resolution No. 126 of 
the Central Bank, of October 17, 1969, this tax was temporarily suspended 
for exports of the derivative equivalent of 250,000 bags of cocoa beans. 
The cocoa derivatives are cocoa butter and cocoa cake, and for the purpose 
of establishing the equivalence between one 60-kilogram bag of cocoa beans 
and its derivatives, it was assumed that 20 per cent of cocoa beans are 
lost in the processing and it was provided that the other 80 per cent be 
divided between butter and cake in the ratio 43:57. On this basis, proceeds 
from exports of 684,000 kilograms of cake and 516,000 kilograms of butter 
were exempted from the 5 per cent tax. It was stated that this was a once­
and-for-all measure designed to enable Brazilian exporters to compete more 
effectively with certain African exports of cocoa derivatives. However, the 
authorities indicated that this was not the first time that such an exemption 
from the exchange tax :bad been made, and that a similar resolution had been 
applied in 1964 and 1965. 

2. Contribution quota on proceeds from exports of green coffee 

The system as described in Part II of the latest consultation ·report 
remains unchanged. During 1969 the fixed cruzeiro return to exporters of 
green coffee was changed seven times, as compared vith four times during 
1968. The minimum registration prices were changed five times in 1969, as 
compared to only once during 1968. These changes were approximately in line 
with movements in the official exchange rates of the monetary authorities; 
since August 1968, when the policy of frequent exchange rate adjustment was 
introduced, the proportion of effective rates for coffee exports to the 
monet~ authorities' buying rates has varied between 56 per cent to 60 per 
cent,!/ reflecting the policy of the authorities to maintain the tax burden 
of the contribution quota at more or less constant levels. 

l/ Refers to sales of green coffee, washed, any port, at applicable minimum 
registration prices. 
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Deviations in sale price of exports of green coffee from 
the minimum registration price 

According to Resolution No. 478 of the Brazilian Coffee Institute, 
dated October 16, 1969, the price at which the sale of green coffee is 
registered may not be lower than the minimum registration price by more 
than $0.01 per pound for exports of coffee free of "Rio Zone taste" and by 
more than $0.015 per pound for exports of coffee with "Rio Zone taste." 
Previously, these limits had been $0.02 and $0.03 per pound, respectively. 
It appears that the change in the maximum permissible downward deviations 
from the minimum registration price is designed to improve the control of 
the Coffee Institute over the marketing of coffee. The previous limits 
of $0.02 and $0.03 had been in force since 1967. 

4. Tax on exports of soluble coffee to the United States 

GECAM Announcement No. 122 of October 29, 1969, regulates a tax 
equivalent to $0.13 per pound on exports of soluble coffee to the United 
States in accordance with the agreed text of the draft resolution discussed 
between the Western Hemisphere, Legal, and Exchange and Trade Relations 
Departments, and the Brazilian authorities during the 1969 Annual Meeting 
in Washington, D.C. Decree Law No. 557 of April 29, 1969 established the 
tax on exports effected after April 30, 1969. 

5. Imports destined to the Manaus Free Zone 

In accordance with Central Bank Resolution No. 127 of October 23, 
1969, imports destined to the Manaus Free Zone may be paid for only in that 
Zone and through banks authorized to carry out exchange transactions. In 
response to questions from the staff, the authorities stated that this 
measure was designed to exercise a better control over duty free imports 
into that Zone by channeling payments through local banks and not meant to 
restrict payments for imports in any way. 

6. Bilateral payments agreements 

With the exception of the payments agreement with the u.s.s.R., 
which was terminated on April 30, 1969, Brazil continues to maintain the 
agreements which had been in force in 1968. Of the nine existing agree­
ments, four are with Fund member countries (Iceland, Israel, Greece, and 
Yugoslavia). In previous years the authorities had undertaken switch 
transactions involving sales of accumulated bilateral balances which gave 
rise to multiple currency practices. The Brazilians said that no switch 
transactions were undertaken in 1969. Regarding the claim of the Israeli 
authorities that the Foreign Trade Department of the Bank of Brazil gives 
preferential treatment to imports under bilateral agreements, tne authori­
ties denied once again any knowledge of sucn preferential treatment, either 
to imports from Israel or to imports from bilateral partners in general. 

cc: Mr. Nicoletopoulos 
Mr. Silard 
Mr. Restrepo 



I 

• 

RIO DE JANEIRO 46/44 17 2015 

INTERFUND FOR JORGE DEL CANTO WASHINGTON DC 

SEC- 54,465 
Translated by F.Neter 
Reviewed by E.M.Robinson 
125100 

WE INFORM YOU BANCENTRAL, THROUGH GECAM ANNOUNCEMENT 130 

OF TODAY, FIXED FOLLCMING RATES EFFECTIVE BEGINNING 

DECEMBER 18 BUYING AND SELLING US DOLLAR OR EQUIVALENT 

. OTHER CURRENCIES 4.3250 AND 4.3500 RESPECTIVELY. REGARDS r y 

~URICIO FERREIRA FACELLAR, EXECUTIVE OFFICER PRESIDENCY 

Received in Cable Room 
December 18, 1969 

Orig: WHD 
cc: MD 

DMD 
Mr. Kafka 
ETRD 
LEG 

- -, 
/ 
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MINISTRY POR PORl!.IOH APPAIU 

JBRUSALl!.M. IIRABI. l-
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Mr. Rolf Evensen 
· Assistant Director 

European Department 
International Monetary Fund 
Washington. D. c. 20431 
U.S.A. 

Dear Mr. Evensen, 

. ' .-; 

., 

Jerusalem, 21 August 1969 
. ' 

., 
' 

Thank you for your letter of 16 July concerning Brazil's trading 
arrangements, receipt of which was acknowledged during my absence. 

I have asked our Embassy in Rio de Janeiro to look into this 
matter and have now been informed that the Foreign Trade Department 
of the Bank of Brazil acco~ priority to imports paid for out of · 
clearing balances. .. , .· • :· 

, ' . 

elouche, 
,, . sistant Director-General 

....... 1~~,~~.-.4~ 
I / • • J 

-'" • r ,... ., ,. '•,.~ -~•-:----'" 4 •• 

t • 

.. 
'" 

t ,,. "" 1 ... . ! , ... - J 

,· 
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GE CAM AllliOUNCEMENT NO. 

. Translated by C. Ernst· 
Reviewed by K. Magurn 

Rio de Janeiro, 

EXPORT TAX ON SOLUBLE COFFEE 

We inform those concerned that, in virtue of the provisions of 
I 

Decree~Law No . 557 of April 29, 1969 and in accordance with a decision 

of the National Monetary Council, taken at its meeting of 

, exports of soluble coffee to the United States of America, 

carried out under exchange operations contracted after April 30 of 

this year, i.re subject to payment of the tax referred to in the said 

legal inst~ent, to be paid to the Bank of Brazil, in a special 

account, to the credit of the National Treasury, in the form and 
I I 

conditions established in this Announcement. 
' 

2 . The tax shall be fixed in the instrument constituting the exchange 
I 

contract, f~r the amount in effect at the time the contract is entered 

into, and must be paid by ~he intervening banking esta~lisµment on or 
I 

settle the exchange operation, 
I 

export or by means of delivery of 

before the date on which it acts to 
I I 

whether it be effected prior to the 
l 

the relevant shipping docuraents. 
I I 

3. T"ne payment of the tax shall be made by means of a tax form 
. I, t . 

(specimen attached) which may be obtained from this Department--
I . 

GECAM/DIVEX- -or from the RECON offices at the agencies !of the Bank of 

Brazil in t~e other coffeel trading centers. When the ~ettlement of the 

contract precedes the. eXl)ort, the notation "to be issued" shall be made 

in the space on the tax form reserved for the number of the bill of 

l . I I I I a.ding . 1 . l · j 

4. The agency of the Bank of Brazil that receives th~ tax shall retain 
I I ' , 

I • t 
the first and second copies of the tax form, and shall lsend to the local 

body responsible fo_r the execution of. exchange ~ontrol i s.ervices ~the . copy : 

intended for this Bank (GECAM/DIVEX in Rio de Janeiro, iOr a RECON office 
. I 

in the other trading cente'rs). 
I . 
I 
' : I 

i I I , I 
,JI 

· I I 
.. ! I 

.l I 
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I 
5. In view of the provisions of Articles l, 2, and 6 of Decree -Law 

I I 
No. 557, 1the following system shall be observed for application of the 

iort :: :: ::c:::;.o::::i;:~ ~~;~i:rt::.:::tb;:~::t::::~tio!lf' 
I ; registered with the Brazili~ Coffee Institute on or before 
I I 

I April .30, 1969--exempt from the tax; 

II. between May 1 and May 12, 1969--NCr$0. 51675 per o.45359 

kilograms; ; 1 

I I I 

: III. ! between May 13 and July 6, 1969--NCr$0.52325 per 0.45359 
kilograms ; 1 I 

I . 

r.v. from July 7, 1969 until such time as a further variation of 

the exchange rate occurs--N9r$0.52975 per o.45359 kilograms. 

6. For purposes of execution and control of the payment of the tax 
. I 

due, the formalities and procedure set out below shall be observed for 1 

exports oii this type: ,j 

(a) j The Sales Declaration to be j registered wi~h the Brazilian 

1
1 Coffee Institute shall contain the clause: 

(b) 

(c) 

I -
"EXPORT SUBJECT TO THE TAX REFERRED TO IN" 1DECREE-LAW 

NO . 557 OF APRIL 29, 1969." 

The exchange contract shall contain the note: 
I 

"EXPORT SUBJECT TO THE TP3. REFERRED TO IN DECREE-LAW NO. 557 

OF APRIL 29, 1969, IN THE AMOUI\"T OF NCr$ • • •• • •••••••• • • • 

PER POUND OF SOLUBLE COFFEE, TO EE PAID TO THE BA.i.~K OF 

BRAZIL ON OR BEFORE THE DATE OF SETTLEMENT OF THIS CONTRACT . " 

The bill of lading to be submitted to the Central Bank-­

GECAM/DIVEX in Rio de Janeiro, or the RECON office at the 

agencies of the Bank of Brazil in other trading centers-­

shall contain the following statement, signed by the ba.""lk 

intervening in the exchange operation: 

"WE ASSUME THE COMMITMENT OF APPLYING THE AMOUNT OF THE 

MERCHANDISE ACTUALLY SHIPPED TO THE SETTLEMENT OF THE 

co:r-.iirRACT(S) SPECIFIED IN THIS BILL OF LADING ONLY AFTER 

PAYING THE BANK OF BRAZIL, IN BEY.ALF OF. THE EXPORTER, THE 

. ' 



• 

• 

I 

I 

AMOUNT OF NCr$ •••••••••••••••• , RELATING TO THE EXPORT TAX 

CORRESPONDING T'O •••••••••• POUNDS OF SOLUBLE COFFEE, ON 

THE BASIS OF NCr$ ••••••••••• PER POUMD." 

Note : When the bill of lading corresponds to an exchange 

contract settled previously1 the above statement shall be 

replaced by the following: 

1 "THE EXPORT TAX WAS PAID TO THE BANK OF BRAZIL, ON •••••••• , 
I 
1 IN THE TRADING CE:t-i"TER OF ••••••••••••• , IN BEHALF OF THE 

EXPORTER, IN THE AMOUNT OF NCr$ ••••••••••••• , CORRESPONDING 

TO ••••••••••••• POUNDS OF SOLUBLE COFFEE, ON THE BASIS OF 
I I NCr$ •••••••••••• PER POUND, AT TEE 'l'IME OF SETTLEv.E?-i"T OF THE 

RELEVAlfr EXCP'.Ju'\J'GE CONTRACT ." 

7. Exchange operations of this kind may only be contracted under 

Sales Declarations registered with the Brazilian Coffee Institute and 

extensions will be :permitted only if the said document is also extended 

by the Institute. 

8. Cancellation of the exchange contract as a result of nonshipment 

of the merchandise extinguishes the obligation to pay ~he tax. 

9. In no event shall i ,t be permitted to modify exchange contracts 

relat.ing to 1e>,,.1)orts of sol~ble coffee insofar as changing the · country 
' ' 

of destination of the merchandise is concerned, nor shall it be permitted 
l 

to include a clause for trar~sshipment in a North American port when the 
merchandise is bound for o'ther countries. 

I 
10. Any requests for re'fund of the tax must be addressed to this Unit 

(GECAM/DICOC) through the ~~ffice responsible for exch~e control:' in the 

locality concerned.· 
! 

11. Underpayment of the'. tax, or failure to pay it, as we.11 as failure 

to pay it within the perio,d set, imposes on the banking establishment 
' intervening 1in the exchange operation the application of the penalties 

provided for in Art. 44 of Law No. 4595 of December 31~ 1964, without 

prejudice to the'fiscal sanctions permitted by the existing tax 'legislation. 
I 

EXCHANGE OPERATIONS DEPARTMENT 
I 

Joseph d'~vila Mendon~a 
Manager 
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BRAZILT.AW COFFEE n mTITUTE 

CIRCULAR No • . 88 /69 

~ order that it may be :f'ul1y know, we copy below the text 

of Decree-!4w No . 557 of April 29, 1969, published in the Di.irio Oficial 

(Secti~n I--Part I) of the sa~r.e date, on page 3,625: 
' 
: DECREE-IAW No. 557 OF APRIL 29, 1969 

Providing for a Ta.x on Exports of Soluble Co:ffee 

Tne President of the Republic, in exercise of the powers conferred 

upon him by paragraph l of Article 2 of Institutional Act Mo . 5 of 

December 13, 1968, and considering the provisions of Article 22, item ll, 
para.graph 2 of the Constitution, decrees: 

I . 

Art.· l. There is established, with effect :i'rom May l, 19€$, a 

ta.x of NCr$0. 51675 per o.45359 kilograms on the export of soluble coffee 

in~ form to the United States of America. I 

I 

Art. 2. The Central Bank o'i' Brazil shall readjust the ta.x referred 

to in this Decree-Law in the light of variations in the exchange rate, the 
I 

proportion la.id down in the preceding article being maintained . 
I 

Art. 3. The payment of the ta.x shall be effected no later than the 

moment of settlement of the 'export operation concerned; the payment to the 
I 

exporter shall be contingent upon proof that the tax .was paid in :f'Ull. 
I 

Art. 4. The ta.x referred to in this Decree-Law shall be paid to the 

Bank of Brazil, in a special account, to the credit of the National. Treasury. 
I 

Art,' 5. The Centr~l Banlc of Brazil shall issue, the ins~ctions 
necessary for

1
exercising control of the payment of the tax . j 

Art.' 6. The ta.x shall not fall upon exl)orts of so~uble coffee 

registered with the Brazili~ Co'i'fee Institute on or before April : 30, 1969, 
'With exchange duly contracted for on or before the same date . 

I 

I. 
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Ill - ~ -
I : 

Art. 7. All provisions to the contrary being revoked, this 

Decre~-Law shaJ.l enter into i'o:rce on May l, 1969. 
Brasilia, April 29, ,1969; 148th of Independence and 81st of 

the ·Republic . I 

I 
I. 

I 

. I 
I 

I 
I 

l: 
I: 
I 
I 

I 
I 
I' 
I 

A. COSTA E SilNA 

Antonio Deltira Netto . 

Rio de Janeiro, May 15, 1969 

/s/ 
.O"Afl-1:E BA.Pl'ISTA FERREIRA 

General Chief, Administration Department 

Acting 

I ·I 
! 

I 

I. 

i 
I 
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CIRCULAR IW 83 /69 

I 

Para 

scguir~ o Dccreto-loi n9 557, 

Diifio Of~cial (Sc9io I-Parte 
) 

arnplo conhcr;imcnto, trc1.nscrevemcs · , e. 

de 29 de ubril de 1969 / :publicado no 
. - - d 

I), da mcsmn data, a pagina 3 625: 

DECRETO-LEI N9 557 - DE 29 DE 1\BRIL DE 1969 

. fc so~uvcl. 
Dispoc sobrc .o imposto de exportagao de ca 

O Prcsidcntc da RepGblica, no uso 

bui~&cs ~uc lho conferc o G 19. do artigo 29 .do Ato Instituc~cna: 
n9 5, de . 13 de dczembro d9 1968, c considerando o .disposto ~o a ~~i 
go 2 2 ~ i tern· II, §°. 29 da Ccmsti tuigZio , dccrctc:1.: · 

Art . 19. Fica cstnbclccido, com vigcncia a 
partir de 19 de maio de 1969~ um imposto de NC~$ 0,51675 por ..• 

0,4.~359 °q4ilogramas na- cxpori-~agao d(';: Ct'.fc soluvcl, cm tode.s ?..S suas 

modalid4qcs ,_ :paI'a· o~ Estaqos Unidos da /'.mcric.:i. .. 

nrt . 29, O B~nco Central . do Brasil r~aj~st~ 

ra o impasto de . que trata cstc Decrcro-lei ·em fungao das varia<;ocs 
qa taxu cambial, mantida a proporgao prevista_ no artigo anterior: 

Art. 39. 0 ~ecolhimcnto do icp3sto scri cfc 

tuado, no ~ais tar6a~, ate o memento da liquidagao da opcragac a~ 
expor~aQao rospcctiva, ficando _o pagamcnto ao cxportndor condicion~ 
do, a oomprovaguo de quo a t r'ioutC' foi -sc1tiGfcito . 

Art, 49. O imp5sto ~o quo trata ~stc pccra-
' ' to- io~ _scr5 rccolhido uo Bnncp do Brasii S.A., em · copta especial~ a 

croqi to do Tes oµro Naciona:C ' -- .. ' - .... ":.. ., ' . 

Art. 5Q, O Dnnco Ccntra~ ~o nrnsil cxpc~iri 

; as ins~r~95os pecess~rias a cxcrccr o contr~lc qo pngamcnto do uim· 
I :pesto! . , 

Ar~- 69, 0 impos~o pao, ~ncidira µOPfO a ex 
port~9ao QC cc1fo soiuval flµC tonpu. s~do . rceistrada ~~ ·. Jnst:i riri:o Ar,£ 
P!+ai~o qo Cuto at0 30 de abri+ qc _1969, com ~arnp~a dovidnmcnip ~o~ 
1=r,q:adq a:~e a fl+0S1'!',a Qc;l.ta, . ·, 

. ' 
' ' 

j • 
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Art . 79. Rcvogadas as · ctisposigoes cm contra 

rio, isie .pe~r~to~lei entrar~ cm.·vigor· em · l ~6 maio· de ·1969 • 
• l .. • ·I 

I .. 

pendin6f4 ' e ~i9 di 
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A. COSTA -E SILVA 
An~onio Delfim Netto . 

" 

·-· 
,, 

-de maio de .:).969 

'(L.:;c';(. 
. .. -~AYME BAPi'ISTA FERREIRA 

Chc . .f</ G~ra·i : ~o-· Dcp~rtamcnto 
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MEMORANWM FOR FILES: A~st 26, 1969 

Subject: Chile: Review of the Exchange Systeo since 1961 

I • Dac!5Ground 
~ 

In the ta()€ o:f' mounting boJ.a.nce of pa.~imenta difficulties '""vel" .. ,<;! " .., 
.' 50 million dofici t pel.• year for the years 1958-1961 the Central Bank, wi ~:-
1 ta foreign exchange holdir.gs virtua.lly depleted, w.s forced to sus:p ·md ... 11 
exchange operations for a.1.m:>st threo weeks from December 271 1.961. 'l'n.c o . : :.:a• 
tions were resumed on Ja.nua.ry 15, 1962 under a dua.l IllQ.rket mecb3.nism, trar,:i. ,::: 
the return by Chile to multiple currency pr~ctices after a thre~-yea.r ~-- -~ -­
ence With a. unified exchange rate which, however, had become increasingly 
unrealistic . 

Under tho e.."Ccl:lange. system eGta.blisb.ed on January 15, 19 ,..-2, exc. _,: ·,_, 
operations were divided between an offic;a1 exchange l!larket--the E......'1k1n : ~-~ 
YJrJ.rket--With the su.me exchange 1-ate oi' E l.05 per U.S. dollar tl:at bad "u •• 
in eff oct for about three yea.rs, and a free markot--the Brolcora • • :....?'ke ;.;.. ·' 
a. 1'luctua.tion excb.a.nge rate. Export receipts, exchange sa.les of forei .u-;:,~ .• 1.. .... 

coppor canpa.niea to meet local expense ... and ta.xes, payments for im.i; or·li .~ :.. . ... 
related costs of thone goods not on the prohibited list, all govermnGnt ~ 
actions, and certain specified private capital and invisible transfer. ,- _. 
assigned to pa.ss through th.e Banking !~rket. All other transa.ctionli incluain 
nontrade invisibles a.nd major capital tranS.'.l.ctions and payments 'for proh:_.J_ - -
impol·ts, the entry of which. was :permitted -through free port zor.es, wcr(: '- •~ - ­
neled through the Brokers' Market. In a.ddi tion, a. compulsory def'ereme:lr.. of 
import payments for a. period. of 90 da.ys after tlle date of the bill of la.ding 
ws introduced. 

The sta.ff' concluded at the time that the new· system was not like]¥ 
to correct Chile ' ~ balance of payments problems because it perpetuated a.n 
exchange rate for the bulk of trari.sa.ctions which cle11r~ overvalued tho 
escudo, and because it could not be a. stu.ble solution. The staff argued tha.t 
a. large spread between the exchanGe rates in the two ma.rke1s "ill-as bound to 
develo;p, that it -was bol.llld to ca.use Gerious complications related to the largo 
volume of interne.l debts denominated in U.S . dollArs, a.nd tba.t it was unlikely 
to restore confidence . 

Subsequent developuentc confirmed that &rruysis . The demand for the 
much reduced range of imports th'lt retained the t'ight to exchange alloca.tion 
a.t tbe official rate increased substantially. There v1ere si~.a.b.le wi thdra:w~ls 
of' dollar deposits fram Chilean ba.nks through the of:f'ic1al market • . Contractual 
pa.yments on govornmen"t; and priva.te sector debts pla.ced additional strain:. on 
the official exchange position and tho Central Bank continued to lose reserves 
and the brokers ' rate which·opened in lllid-Jo.nuaey G1.t a.bout E0l.40 per U.S . 
dollar, depreciated to as much a.s E:°2.70 per U.S . dolla.r 1n mid-November . 



'l'he Chiloo.n authoritL~ ... ..... ,. -tor a. time to cope with thi.G .,..:.·-.:..:...­
tion by successive introduction of" "'d.itiona.l reatrictive merJ.sures. : ~-. nee 
import deposit requirements wore ~- ------•·~': in Ju.'le 1962 a.r.d :.,.t,.,__. 011 

extended to cover practically c.ll the :-:.'ltdtted import items and two prohi­
bitive ro.tes of 5,000 a.nd 10,000 por cent of the c.i.f. rate of iliI,t> :. .., • '- ~~ 
introduced on September 20, 1962; tho cc .,uisor:r deferment period. for :~;, .. 
ments o-r imports was e:xtendcad 1':.·om 9v ~-., ... to 120 dAys . Tb.is o.ction .. _ .. 
taken because the Centra.l Ba.."1k bad, since ..;_:.. 1.y Au...o-ust, boen una.ble to pl".., : ide 
all the requisite fore!.gn exchange c·, ~ ... 1 ....... t.c:i... th(;) 90-day def ..:.-..:.em. ~o4'ioc.t :......::. 
elapsed. On October 4, 1962 a.ddi tional surc1n:ges verc establis'!led ~ · ...n_; 'CJ 
to 200 per cent on practically all ·.,. - ~:i,~,..-,, eligiblo for foreign c...: -:__.~· .... ~ -lo,. 
cation a.t the banking rate. On October 15, 1962, tbe banl-"J.ng :rate ·-- · \ _ .. > , 
arid it was allnOuncod tb.?.t the level of' this ~te would, in too futur l.! , ..,_ .... ._ tor­
mined by- th-a :t'reo market forces, ex~e_pt .... temporarily modified by the ~--
1.n:r,port aurcha.rgea . By Doceuber 19~ _c. r ..... .. ..; lwU. dc:;>rt.,eia',.cd to c.1:i.ii,4i. ... -· :5 
per u.s . dollar . A redistribution of tr . actions between the tvo roo.r~ •. ::. ~ .... 1 ...... 
took ple.ce which relegated all trade and tl""u-c.!.O•cor.:.itected t:ra.nsa.ctl.cns .. ., __ 
banking ma.rket and the brokers• m..1.rket ~--"' r~ztricted tor capital. t~ct1ons1 

touriso, and a. few resi<lua.l invisible trar.i.3a...!tions . 

While Chile o:f'ficia.lly a :1..._ ,.,ed a nu..:ble e::~Ciu!!Ge ra.te policy, ... _ 
sources of foreign exchange s,: .J1Y aro .. me .• that the rJ.te could not b ...... i...., .......... ~.('.: 

\I but a. managed rate. IAr{;e a.mount~ of :r o:i:oizn ex:cho.l-ige from tho ..:o::.·..::::...:..i •u· .• _,..:.. 
copper companies and f'rorn pi .. oceod.s of f _.:c.:gn loans go directly to t~ Cent~l 
Bank. In 1963 the foreign cxci:nnae receipt& :from tbo~e t1.wo sour!!eG :..· ..... , .. : c.:;.;-:.it 
about 6o per cent of the total supply in tho Banking ~.arket . Tb4 Central E:l.nlt 
feeds them back into the market in a.mounts a.nd at ratea whlch are ~ot 'by it. 

2 . Conclusion 

(a) In theory the banking rate is freely determined by tho :f'orccD 
of supply and. demand which enter the m.rket. However, the Central Iur.ik., beiDS 
the major supJ;>lier of exc~e and tlii..: a.utnor.:.ty to control d~nd tllrougn 
regulations, influences the rate to the point that it virtUl.l.l.l.y sGts i-c. through 
its sales of futures to the commercial banks. The commorci&l banlw, on tooir 
:po.rt, ara always short of for0ign excl:ange (~urrender 1-e~uirement ot foreign 
exchange proceeds) and bave to rely on tlle Contra.l Bank to prov-lde them with 
t_ha necesso.ry exchange. 

(b) In the brokers' market, the r ... te is suwe>Ged. to mo·ve freely. 
However, access to this market ie controlled in orde:i.· to check ca.pi ta.l outflows 
and Central Bank authorization is required be:f'm:-c rer.iitta.nces could be ma.de. 
All invisible transactions ai·e made subject to limits be::,ond which. Centi·al Bank 
a.uthorlzation is again needed. 

( c) CNer time, steps mve been ta.ken to unify the two markets . The 
spread between the two ra.tea have been narrowed (a.bout ll per cent a.-c the time 
of writing) by means of depreciating the ba...."lking r~te faster than the brokors' 
rate. Furthermore, a. gl"ca.ter bUl.k of Central Bank txansa.ctiona ms been chan- , 
neled through the Banking ?13.rkot . Total traru:a.ctions of the Cent:ro.l Bm--.k in 13, 1. h1 1 w.V"I 
1968 was lesa tban 4 per cent of its toto.l exchange tra.naact1ona for the year. 
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(d) Chilean system of excha.nge is one ot control on SUW1Y, 
demand, a.nd price ot exchange. Sep!&,r'ation of tra.nSQ.ctiona into two 
markets is only of a.cademic interest. There a.re three m tes, Banking 
rate, the Brokers' ra.te and the Brol-..era' rate plus a. 10 per cent exchange 
tax on certain transactions, a.ll three set by the Central Pank. 

cc: Mr • . Moha.nrned 
L~Makdisi 

HAM/ms 
8-26-69 

H.A. Mehran 
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Off ice Memorandum 

TO Mr. Palmer . DATS., August 25 t 1969 

FROM Samir Mo.kdisi 

su~£CT, Prel iminary Note on Financial Policy under the Prospective 
Stand- by Arrangement for -r1iorocco · · · · · · · · · · · · · 

As agr eed, the following outlines some preliminary observations con­
concerning financial policy in Morocco in connection with the prospective stand-by 
arrangement . The f i gures cited below are subject to revision , and the assump­
tions used are tentative . It is assumed that (a) the mission will discuss with 
the authorities the implementation of financial policies aiming at a balance of 
payments surplus in 1970, and (b) for the current yee:r the mission will examine 
the possibilities of whether an equilibrium can be achieved and if this should 
appear unrealistic to attempt to limit the size of the deficit to the smallest 
possible level . -

1 . While the necessary projections for constructing the appropriate mone~a.ry 
ceilings {including those pertaining to the baJ.ance of payments), would have to 
await the findings of the mission in the field, it would not be out of place to 
work on the basis of a. financial plan that aims at attaining equilibrium in 1969 
and a net foreign reserve improvement of $15 million {DH 76 million) in 1970 to 
serve as guidelines for permissible credit expansion. 

2. To achieve balance of peyments equilibrium in 1969 , the magnitude of domestic 
credit expansion in that yea:r for the whole of the banking system mey have to be 
confined to no more than roughly DH 200 million, i . e • • a 4 per cent pr£1ected in­
crease in money and quasi money (other liabilities assumed unchanged).- This 

:calculation is predicated on (a) a projected 2.5 per cent rise in money income in 
1969g/ o.nd (b) the observed relation between the growth of mon·ey and quasi money 
and of that of money income in the previous three years . On this basis the pro-

I jected growth of currency in circulation and commercial banks' desposits, ,under re­
l serve requir ements , would amount to about DH 80 million during the yeer; this in 
,turn sets the limit {the level of other liabilities remaining unchanged) to the 
/expansion of dome~tic assets of the Central Bank if the level of its net foreign 

!reserves is to remain stable over the year as a whole . This projection of domestic 
liabilities is ·preliminary; upon the availability of additi onal data in the field 
the projected figure mey have to be revised substantially , and the level of per-

1missible credit expansion modified accordingly . 
I 
I 

'I , 
l : IFS data reveal that in the first quarter of 1969 money and quasi mon_ey rose 
by DH. 70 million while other liabilities fell slightly;domestic credit remained unchw 

1/ In practice projections for these liabilities will also have to be made, and 
1th'e" magnitude of permissible credit expansion modified accordingly. 
I 2/ In projecting the 1969 money income the authorities appear to have assumed a . 
!price rise of 0 . 5 per cent; recent indications , however (comparing the first quarters 
of 1968 and 1969) , indicate that a price rise in the or~er of 3 per cent mey prevail . 

3/ Based on adjusted figures to include Bank of Morocco· deposits with the Postal 
Checking System which IFS ~eludes from Claims on Government . 
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and net foreign reserves improved by almost the same amount as the increase in 
money and qunsi money, i.e., DH 69 million. This increase, it mey be added, re­
flects the seasonality of foreign exchange earnings; still, compared with th~ 

, first quarter for each of the preceeding two years, it represents a distinct .. im­
provement in the be.lance of p~ents performance. The above implies that if ·a 
balance of payments equilibrium is to be aimed at, total credit of the banking 
system could still expand in the remainder of the year by ~oughly DH 200 million 
if nonmoneta.ry liabilities remain at the end-March level.Y(see footnote l page l). 

3. Looking at available Central Bank data through July 1969, the following picture 
emerges in the first seven months of the current year: 

(a) In the first quarter currency issue plus banks' deposits under reserve 
requirements increased by DH 89 million while other liabilities (net) declined 
by DH 15 million. With the expansion in net domestic assets being held to DH 35 
million, net foreign reserves rose by DH 39 million. Net assets subj~ct to ceiling 
under the current stand-by arrangement (statutory advances and mobilization of 
customs duty bills being excluded) declined by DH 6 million. Within this ceiling 
(of DH 1782 million) there have been two opposing trends--net credit to Government 
rose by DH 71 million,standing at DH 804 mil}ion at the end of Me.rch,while credit 
to other sectors declined by DH 77 million.! Assets outside the ceiling rose by 
DH 41 million (see attached table). 

(b) In the following four months (April-July) currency issue and deposits 
under reserve requirements increased by a further DH 104 million and other liabilities 
(net) by DH 16 million. Domestic assets declined by DH 6&.million so that net 
foreign reserves rose by another DH 186 million bringing their rise in the first 
seven months to DH 224 million. Net assets subjects to the .ceiling had risen by the 
end of July by about DH 118 million to DH 1729 million, slightly in excess of the 
'ceiling: net credit to Government declined by DH 9 million, but other credit rose 
1by DH 133 million, while credit outside the ceiling declined by DH 189 million. 

j (c) · I:f' we assume that the growth in domestic liabilities would not exceed the 
projected DH 80 million, then to achieve the foreign reserve target, i.e., no 
!change in the level of net reserves over the year as a whole, net domestic assets 
jof the Central Bank should not grow by more than DK 110 million during the period 
August 1; - December 31, 1969. 
I I I I Under the current stand-by ·arrangement the applicable ceiling from August l,-
1January 31, 1970 stands at DH 1878 million permitting an increase from end July of · 

·: m-1 150 million in net domestic assets. If fully utilized such credit expansion 
1would clearly not be compatible with the postulated be.lance of payments objectives. 
,.Moreover, the level of credit outside the ceiling (mainly statutory advances) .is 
likely to rise in the last quarter of the yea:r when Treasury receipts are at their 
seasonal low and p~ents are at their peak. 

I .. . , . . .. 

1/ At the end of March net domestic assets subject to ceiling stood at DH 1605 
I - ' 'million. Within the ceiling net credit to Government mey not at any time increase 
'by more than DH 200 million from the base figure of end October 1968 (DH 695.9 
million). 
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The revised projection for growth of domestic liabilities (which would~ 1o 
be undertaken in the field) may turn out to be substantially higher than the figure 
?ssumed above . Nevertheless, over-all it would seem that the adoption of certain 
measures _may be required to hold back the permissible growth in bank credit to an 
a.mount consistent with the 1969 balance of payments aim. These may include (i)j scaling 
down rediscount paper , (ii) raising reserve requirements , and (iii) establishing a 
limit on items that are presently outside the ceiling. I 

4. For 1970 the only available projection for the growth of income is the estimate 
included in the Five Year Plan. On the assumption of a normal cereal crop, real 
income is anticipated to grow by about 4 per cent; assuming growth in money and 
quasi money of about 7 per cent, i.e., roughly DH 370 million (6 per cent on account 
of income growth and liquidity preference and 1 per cent on account of an assumed 
rise in prices) and given the targeted improvement in the balance of payments of 
DH 76 million, net permissible credit expansion for the whole year should be in the 
neighborhood of DH 295 million . If the whole of the targeted rise in net foreign 
reserves is assumed to relate to the reserves of the Central Bank , then it is estimated 
that the permissible increase in the domestic assets of the Bank would amount to about 
DH 64 million . 

5. Under the current stand-by arrangement control of monetary expansion has been 
exercised through a ceiling on the net domestic assets of the Central Bank with a 
subceiling on net credit to Government. It was also specified, that the authorities 
would regulate the a.mount of credit extended by the commercial banks to the private 
sector through an a.greed change in reserve requirements . The same approach of com­
bining a ceiling on the domestic assets of the Central Bank with an explicit agreement 
on the level of required commercial. bank reserves could be retained," but it would seem 
desirable also to set a limit on the accumulation o_f foreign debt with maturities of 
less than five years . Moreover, to ensure that the global ceiling and the subceiling 
on net credit to Government ar<? really effective instruments of monetary restraint, · 
it would seem desirable to include statutory advances in these ceilings . 

6~ 'Exchange policy . has been detailed in the briefing paper . 
! 

I 
I 
I 

cc: 
I 
I 

I ., 

I 

I 

I 
Mr . Sturc 
Mr . Finch 
Mr . Qureshi 
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July 18, 19(>9 
I 

' . 
I 

I • 

11.ir. Merwin 
·• . 

,· Mr. Wa.i ~zenegger · 
_!-- • ~\-;: 

, '. As of June 30, 1969, the ·net domesti c assets of the Bank of Morocco 
· . ·~ subje.ct to a. ceiling stood at DH l, 738 million, slightly eKceeding the 

f . 
! ' ... 

I 

· .· .. ' current ceiling of DH l, 728 million. At the end of the previous month,·. 
.·.,.: these net assets stood a.t DH 1,422 million only. The DH 316 millicm 

I· , . 
1 • 

·. · increase during the month of June was distributed as follows: .. I 

': .. 

• • I 

... 
. ' .. 

.. 

DH 215 million on account of credit to non-bank institutions, 
which rose by 50 per cent to DH 645 million. 

2 •. ' DH 89 million on account of net credit to the Government which rose 
by 12 per cent to DH 784 million. This amount, however, remained 
far below the specific ceiling on net credit to the Government 
of DH 896 million. The rise occurred ma.inly in the central bank's . 
deposits with the Postal Checking System. 

3. DH 12 million on account of credit to commercial banks which rose 
•i by 5 per cent_ to DH 24,3 million. 

. 
. · ... . : . ' 

f~ ~ ·. '' :• 
I , . , 

I 

' Pierre Berthe 

, I 

J • 

' ' 
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I 
• I 

I 

(In millim•.rJ oi d:i.J."hc.:n!{; <·mcl. o:r month) ' it~~) ' . ,, , I : • • ' 

---------------~---------------;,--•,-----·---
,( ;"!, ,I.~'.. 

. ' 

Ceiling 

·Aug. 67 .. . 
Sept. 6r, ,,, 

Ceilins; 

Oct. 67 
Nov .. · 67 
Dec. 67 

Ceiling 

Jan. 68 
,· ... '\ Feb; 68 

-· \...,.). March 68 
1 April 68 

May 68 
June· 68 

· July 68 
Aug~ 68 
Sept. 68 
Oct. ~8 

Ceiling 

Nov. 68 
Dec. 68 
Jan. 69 

Ceiling 

Feb. 69 
March 69 
April 69 
Moy 69 
June .69 
July 69 . 

Ceiline 

Central Bank's 
net domestic 

assets 

1,582 

1,111 
1,037 

l.zl98 

1,068 
1,117 . 
1,278 

1,582 

1,223 
1 2o6 , 
1,230 
1,395 
1,376 
1,462 · 

.. 

1,471 
1,489 
·1,337 
1,499 

lz778 

1,506 
1,611 •· 
1,595 

.. ll 728 

1,640 
1,605 
1,499 
1,422 
l, 738 .. 

· lz878 

Central Banlt I s · 
net ere di t to · 
the Government 

517 · 
623 

638 
715 
919' 

976 ... 
960 
971 
743 
733 
772 ·-
724 
694 
694 
696 

. ·896 

·-. 690 

:f?l·. 
§22 

776 
804 
749 
696 
784 

Central Bank I s ·: ., 
credit to 
commerc:i,a.l 

. 1/ banks_ 2 , 
(U less H).:I 

255 · 
214 

· 228 
246 
220 

. 113 
104 
114 
100 
115 
176 
260 
267 
206 
234 

306 
243 
255 

311 
248 
209 
2tl 2 3 . 

' ·· .. 
' . .. 

. , • 
; 

' :~.· ; \1' : 
" ' ~ I • ~ ~, 

... ... ' 

'• 

. '" ,\ 

Central ~anlc I f 

. credit to 
other tinai1cj.e 
institutions~ 

(Y less K)=-' 
. I 

393 
400 
405 
559 
556 . 
552 
510 
511 
419 

·552 
, . 

• ' .: , . 

493 
·'· 618 
. 528 

.. 

535 
536 
~28 30 
645 

· y Since August 1968, :rediscounts of Treasury bondo are included in tne Centr""l ~ank' 
net claims on Government, instead of in Central Bank's ala~& on commercial 0a1lks. 

y Refer to items in basic control table. · 

t. ,, 
J 
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To: Mr. Makdisi 

/( 
From: He.ns He.umer ~ 

t <l 
Subject: Ecuador--dual ma.rl:et 

1. Reasons for introduction 

DRAFT 
}ffie.umer: prnkg 
August 27, 1969 

The dual market system was introduced in June 1947 (Law No. 1091 of 

June 5, 1947). Before the reform, the system had been the following: 

There was a buying rate of S/ 13.40 and a selling rate of S/ 13.50 per U.S. 

dollar; with a tax of 2 per cent on purchases, and a tax of 4 per cent plus 

1 Sucre per dollar on sales of foreign exchange, the effective rates were 

S/ 13.13 buying and S/ 15.04 selling for most transactions (the government, 

for instance, was exempt from the tax of 1 Sucre). There was a black market 

where the rate fluctuated between S/ 17 e..nd S/ 20 per U.S. dollars. 

The reform consisted of the following: 

The selling rate of 8/ 15.04 applied to all essential e.nd semi-essential 

imports. However, importers of se~i-essential goods had to pay a surcharge 

of S/ 5 per dollar. Ir.iporters of luxury goods were permitted to purchase 

exch~~ge only in the free market; in addition, such imports were subject to the 

surcharge of S/ 5 per dollar. Besides essential and semi-essential imports, 

-:.:ie official market was also used for transfers by the government and public 

e~tities, student expenses abroad up to a certain limit, certain other (trade 

releted) invisibles and trans~ctions regarding registered capital. This 

pror,ra."Yl wn.s conceived ns a terrrporarJ and an emergency measure, until ·the be.la.nee 

of payr.ients could be readjusted. Then, a system would be restored, under 

Yhich exchange would be freely available to pay for a.11 current tre.nsactions 

at a single rate without surcharges. 



- 2 -

The free market was to be fed by inflow of unregistered capital (i.e •• 

capital converted at the free market rate but without transfer guarantees 

at the official rate), and by proceeds from tourism. foreign grants and 

pensions, and expenses of foreign diplomats. The expor ts of newly mined gold 

could take place at the free rate if the Monetary Board that was to be formed 

so decided. All other foreivi exchange receipts had to be surrendered to 

the Central Bank. 

were: 

Among the reasons leading to the introduction of the dual market system 

"economic situation of emergency"; 

"abuses of the syster.i. of individual impo):'.t quotas"; 

"certain transactions had been uncontrollable and had given 

incentive for profit to transgressors"; in other words, capital 

flieht should be curbed by a.'1 "eq_uilibriUI!l rate." 

Sca.rci ty of foreign excha."lge we.s not of an immediate concern. International 

reserves declined by a relatively modest ¢4 million, to $27 million at the 

end o~ 1947. There was also a view that the reason for the reform really 

: w~.s the breakdown of the i:r.rport control system due to the ineptitude of political 

appointees. Furthermore, the quota system had been abolished in February 1947, 

. and importers, overestimating their fina.ncia.l. capacities, and underestimating 
' 

the efficiency of U.S. su~pliers (inspite of the postwar periods), had greatly 

increase~ demand for imports, thus raising the foreign liabilities of the 

Central Ba."lk, whereas exports did not increase as anticipated. The free market 

was to serve as a "~oralizer" e.nd as a barometer to measure the exact de-

valuation of the sucre. 
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The free rate of exchange declined in the aftermath of the reform, 

inspite of measures to increaseddeme.nd (e.g., extension of list of luxury 

imports). In March 1948, the Central Bank started to support the rate at 

S/16.50 e.nd bought dollars in the free market. 

With some modifications this system has remained in effect, despite 

repeated attempts of unification since 1949. 

2. Experience and evaluation 

The problem of over-importing and capital flight through the official 

market has not been totally solved. It seems that the free market gave, 

however, some leeway to the authorities in times of crisis; tjlltt the rate 

showed no continuous upward trend. The following table contains a few time 

series: 

End of Official Free market 
rate rate selling 

sellinr; (In Sucres per US$1) 

1948 13.50 17.94 
1~9 13.50 18.34 
50 15.15 18.25 
51 15.15 17.22 
52 15.15 17.39 
53 15.15 17.40 
54 15.15 17.40 
55 15.15 17.38 
56 15.15 18.76 
57 15.15 16.58 
58 15.15 16.66 
59 15.15 16.96 
60 15.15 17.50 
61 18.18 21.70 
62 18.18 22.10 
63 18.18 18.53 

18.18 18.52 
64 18.18 18.59 
65 18.18 18.70 
66 18.18 19.95 
67 18.18 20.19 
68 18.18 22.26 
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There was also continuous pressure to move exports to the free market. 

Exporters of banana succeeded in part since the minimum. surrender prices 

introduced in 1961 were far below effective f.o.b. receipts. 

The free ma.rket rate usually reacts rather swiftly to political 

instability, apparently somewhat less to the over-all economic situation. It 

is probably linked also with the availability of domestic liquidity. Credit 

expansion beyond a certain extent had a depreciatory effect on the rate. 

On the other hand, the pressure on official reserves did not subside at-all, 

as might be expected; the free market rate probably tends to settle around 

the effective import rate. It has certainly had the function of a safety 

valve, though more under the aspect of a leading indicator. 

As a conclusion, the dual market system has worked within the framework 

of stop-go policy; it has shown a stabilizing effect only over the medium.­

term, not over the short and the long-term. In the latter instances, other 

e.dditione.l measures (devaluation or restrictive measures) always became 

necessary when bale.nee of p~.yr.ients problems developed. 
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TO I-Irs. Tyler DATE: August 19, 1969 

FROM Donala K. Palmer~ 

SUBJECT : Brazil - 'Tax on Exports of Soluble Coffee to the U.S. 

I am attaching a memorandUTI from :,Ir. Hicoletopoulos on the subject 

of Brazil's tax on exports of soluble coffee to the United States. As you 

know, I''Ir. Finch has returned and I have briefed him on this matter. I suggest 

that you work with him on the future action on this. 

Attachment 

cc: Mr. Finch 
Mr. Beza 
r1r. Hi coletopoulos 



TO 

FROM 

Office Memorandum 

: Mr. Donald K. Pa]Jller 

George Nicoletopoulos ,...; ~' 

DATE: August 19, 
1969 

SUBJECT : Brazil - Tax on Exports of Soluble Coffee to the U.S. 

Decree Law No. 557 of April 29, 1969 imposes a tax on the export 
of soluble coffee to the U.S. (Art. 1), and provides that "the payment 
to the exporter shall be contingent upon proof that the tax was paid 
in full" (Art. 3). As we understand it, the peyment of the Brazilian 
currency equivalent is made to the exporter by the commercial bank 
which is the collecting agent for the exporter of the foreign exchange 
which the exporter must surrender by selling it to the commercial bank. 
The implementing regulations are to be issued by the Central Bank of 
Brazil (Art. 5). This law does not in itself give rise to a multiple 
currency practice, but an examination of the regulations to be issued 
under it would be in order. 

The draft regulations shown to us provide that "the tax shall 
be fixed in the instrument constituting the exchange contract" and 
that it "must be collected by the intervening banking establishment on 
or before the date on which it acts to settle the exchange operation" 
(3ec. 2). It is also provided that "cancellation of the exchange 
contract as a result of nonshipment of the merchandise extinguishes 
the obligation to pay the tax" (Sec. 8). 

The draft regulations interweave so closely the transactional 
and the exchange aspects of the tax that it would be difficult to 
conclude that Decree Law No. 557 as it would be implemented would not 
in fact be an exchange tax, and hence a multiple currency practice. 
If this implication of the draft regulations is to be avoided, alter­
ations in them along the following lines may be suggested: 

1. The tax should be fixed in an instrument which is formally 
independent of the exchange contract. 

2. Evidence of payment of the tax would be required by the 
intervening banking establishment on or before the date of payment 
to the exporter. 

3. Nonshipment of the merchandise would extinguish the obli­
gation to pay the tax. 

cc: Mr. Silard 
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Mr.Jl&laer 

Maria o. TJJ..er 

Bruil••Bx;port Tu on expos-ti ot IOluble coffee to tlle lldted Stat• 

Decree Lav 557 ot ril 29, 1969 (Attacb:llen+. 1) illponl a tu ot 
ICJ"t0.5].67, (equiftlent to 12.8 U.S. c Dta) r und on proc t.rCII a:port;a 
of soluble cottee to the Ullite4 state■ ettecti ve Nq 1, 1969. The Decne pro­
vide■ tbat the Central Bink ot Brasil 1l'lll aka ~1111tu.ent• in the tu to take 
account ot the Clltingtas in t!le exchange rate, with a vlw to aaintatn1ng the t 
at the • ~• 18ftl.. !be Decree er proY1.4ee that tbe Central 
Bank ii to p:repar regulation• tor tbe 1ZGL1.es:i:ien1:;ation ot control.a :ren:ara.1.DJZ the 
ta colleetlcn. 

The BruSlian n,reaentative1 aplaSn44 that 1inae 111¥ 1, 969 no 
a,ort• of aolubl.e oott" to the Ullitecl state■ have taken placeJ apparent 
there vu a rub to ezpol't priR to the enterine: into force of the tu:. 

• Jaulo Jlveira Lin., DirectOJ' ot the J'ore1gn nc~rge Deplrtaent 
ot the Central , aupplied the Fund. ll111ion with • draft ot the Central 
ngulationa ilPpl.tllfmting the above 1 Dlcrff (Attadalllt 2); Mr. Lira 
atreaaed that th11 va■ a pnlia1nar,y ctraft. Ha uked tbat the tatt 
exa1n• the NgUl.ationa vith a Ylw o, (1) 4etendn1ng whether t draft 
ngulationa iaply llllltlple c'llff q :practice, if 110, (2) ua1■t-
1ng the BruUian aut!mitiea in to1'111latlng the r :tiona in a 11111L1uc.a-
that would. ot give rue t a aul.tipl.• currency pn.ctice within tlw -n1na: 
ot the Plmd Art clea ot Asn•1nt. 

It . be oted that the applioatian ot the " ota • 
on procee48 ap,rta ot grHn cotfN b conai4ered to b a tipl.e 
currency l)J'&ctlc • flail contribution quota la to the 41tterence balo .. c:a:n 
the :aird.Jilm r iltratio price per bag ot cottee rted, eal.eulate4 at the 
prffllil1Dg official rate, the cruelro pqment per NS of cottee to the 
a;porter. Both the ain1lmm ngiatnticn prl.c and · czuuuo pqmnt are 
fixed traa tiae to t1M by the BruUian CO Institute; theae ftr7 vltb the 
qu&Uty ot the cott• an4 tbe rt r hi._..,_. The contribution quota la 
lffiect by the banu at the tillll ot the liqu14at ot the uchange ccatract 
an4 i1 tnnaternct to the cottee :Defense J'ml4. 

In the cue ot exports ot IOl\mle co~ to tbe u •• there is a t1xed 
tu: uival.ent to 12.8 centa per pounct ezpo d. The c1ntt resvlatiau city 
tbat t tu: 1a to b collected ,- the or before the 11 dation o 
the exchange eantract, vhetber_ IUCh 11 uidation takea place prior to the Ul)el't 
of tbe camm001t:, or aentati o:f" the hipp docuemta. The proc:eeda 
ot tbe ta are to be tran1terred to the co Brasil to a qecial. account 
ot the as • 
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Bueti on the Lepl ~•• ruling on a recent cue n Vine; e.n 
export tu on h14e1 anct lldn1 {Attachlllnt 3), I voul.d ..,..U think tb&t ti.n 
are grounds tor coul4enng the tu on -,ort,a ot aol.uble coffee not to be a 
aulti»l• CUJ'ftllq praet1ce. In 'Yi• ot the BruiU.aa ncptat tor clarit1oation, 
anc1 ,oa11ble advice OD cbang1ng the ;uiw.a.em,enlii NSUl&tiona ml rocedur it 
th11 ahoul.4 be nee4ecl to awi-4 a aulti:pl.e currency practice, I woa1cl •uaut 
that the •tter be taken up !mediately with the l,egal. ~ 10 u to en­
able WI to ~.,. an eu-17 NPl7 to the Brullian authol'itie1. 

Attachller¢a 

ccs Nr. Beza 
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GECAM ANNOUNCEMENT NO. 

1·raasluted by C. l!.rnst 
Reviewed by K. Magurn 

Rio de Janeiro, 

EXPORT TAX ON SOLUBLE COFFEE 

We infonn those concerned that, in virtue of the provisions of 

Decree-Law No. 557 of April 29, 1969 and in accordance with a decision 

of the National Monetary Council, taken at its meeting of 

, exports of soluble coffee to the United States of .America, 

carried out under exchange operations contracted after April 30 of 

this year, are subject to payment of the tax referred to in the said 

legal instrument, to be paid to the Bank of Brazil, in a special 

account, to the credit of the National Treasury, in the form and 

conditions established in this Announcement. 

2. The tax shall be fixed in the instrument constituting the exchange 

contract, for the amount in effect at the time the contract is entered 
e,o\la..c:taJ.. 

into, and must be _p:=d. by the intervening banking establispment on or 

before the date on which i f acts to settle the exchang~ operation, 

whether it be effected prior to the export or by means of delivery of 

the relevant shipping documents. 

3. The payment of the tax shall be made by means of a tax form 

(specimen attached) which may be obtained from this Department--
1 

GECAM/DIVEX- -or from the RECON offices at the agencies of the Bank of 

Brazil in the other coffee[ trading centers. When the settlement of·the 
I 

contract precedes the_ export, the notation "to be issued 11 shall be made 

in the space on the tax form reserved for the number of the bill of 

lading . 

4. The agency of the Bank of Brazil that receives the tax shall retain 

the first and second copies of the tax form, and shall send to the local 

body responsible for the execution of exchange control services the copy 

intended for this Bank (GECAM/DIVEX in Rio de Janeiro, or a RECON office 

in the other trading centers). J 

I 
I 
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5. In view of the provisions of Articles 1, 2, and 6 of Decree-Law 

No . 557, the following system shall be observed for application of the 

export tax in exchange operations of this type that are contracted: 

I. on or before April 30, 1969, if covered by Sales Declarations 

registered with the Brazilian Coffee Institute on or before 

April .30, 1969--exempt from the tax; 

II. between May 1 and May 12, 1969--NCr$0. 51675 per 0. 45359 

kilograms; 

III . between May 13 and Jul.y 6, 1969--NCr$0. 52325 per o. 45359 

kilograms; 
I 

IT. from July 7, 1969 until such time as a further variation of 

the exchange rate occurs --NCr$0 . 52975 per o . 45359 kilograms . 

6 . For purposes of execution and control of the payment of the tax 

due, the formalities and procedure set out below shall be observed for 

exports of this type: 

(a) The Sales Declaration to be 1 registered with the Brazilian 

Coffee Institute shall contain the clause : 

(b) 

"EXPORT SUBJECT TO THE TAX REFERRED TO m DECREE-LAW 

NO . 557 OF APRIL 29, 1969." 

The exchange contract shall contain the note: 

"EXPORT SUBJECT TO THE TAX REFERRED TO IN DECREE-LAW NO_- 557 

OF APRIL 29, 1969, IN THE AMOUNT OF NCr$ •••••••• ~ ••••.•• 

PER POUND OF SOLUBLE COFFEE, TO BE PAID TO THE BANK OF 

BRAZIL ON OR BEFORE THE DATE OF SETTLEMENT OF THIS CONTRACT ." 

(c) The bill of lading to be submitted to the Central Bank- ­

GECAM/DIVEX in Rio de Janeiro, or the RECON office at the 

agencies of the Bank of Brazil in other trading centers-­

shall contain the following statement, s igned by the bank 

intervening in the exchange operation: 

"WE ASSUME THE COMMIT.MENT OF APPLYING THE AMOUNT OF THE 

MER~HANDISE ACTUALLY SHIPPED TO THE SETTLEMENT OF THE 

CONTRACT(S) SPECIFIED IN THIS BILL OF LADIID ONLY AFTER 

PAYING THE BANK OF BRAZIL, IN BEHALF OF THE EXPORTER,THE 
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AMOUNT OF NCr$ •••••••••••••••• , RELATING TO THE EXPORT TAX 

CORRESPONDING TO •••••••••• POUNDS OF SOLUBLE COFFEE, ON 

THE BASIS OF NCr$ •.••••..•.• PER POUND. 11 

Note: When the bill of lading corresponds to an exchange 

contract settled previously, the above statement shall be 

replaced by the following: 

"THE EXPORT TAX WAS PAID TO THE BANK OF BRAZIL, ON •••••••• , 

IN THE TRADING CENTER OF ••••••••••••• , IN BEHALF OF THE 

EXPORTER, IN THE AMOUNT OF NCr$ ••••••••••••• , CORRESPONDING 

TO ••••••••••••• POUNDS OF SOLUBLE COFFEE, ON THE BASIS OF 

NCr$ •••••••••••• PER POUND, AT THE TIME OF SETTLEMENT OF THE 
:RELEVANT EXCHANGE CONTRACT." 

7. Exchange operations of this kind may only be contracted under 

Sales Declarations registered with the Brazilian Coffee Institute and 

extensions will be permitted oJll.y if the said document is also extended 

by the Institute. 

8. Cancellation of the exchange contract as a result of nonshipment 

of the merchandise extinguishes the obligation to pay the tax. 

9. In no event shall it be permitted to modify exc?ange contracts 

relating to exports of soluble coffee insofar as changing the country 

of destination of the merchandise is concerned, nor shall it be permitted 

to include a clause for t)ansshipment in a North American port when the 

merchandise is bound for other countries. 
I 

10. .Any requests for refund of the tax must be addressed to this Unit 
' I I 

(GECAM/DICOC) through the office responsible for exchange control: in the 

locality concerned.· I 
ll. Underpayment of the tax, or failure to pay it, as we_ll as failure 

to pay it within the period set, imposes on the banking establishment 

intervening in the exchange operation the application of the penalties 

provided for in Art. 44 of Law No. 4595 of December 31, 1964, without 

prejudice to the- fiscal sanctions permitted by the existing tax legislation. 

1-., t I 

.,. 

EXCHANGE OPERATIONS DEPARTMENT 
I 

Joseph d'~vila Mendon~a 
Manager 

I 

' I 
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E11t-53., 136 
Translated by C. Ernst 
Reviewed by K. Ma.guxn 

CTRClII.!(R }To. 8:3 / 6q 

In order that it r.,;::..y be fully known., we co]_)y below the text 

of Decree-Law No. 557 of April 29, 1969, p~blished in the Diirio Ofici~l 

(Section I--Pa.rt I) of the sr..:ri.e date, on p3,ge 3,625: 

DECREE-I.AW No. 557 OF AffiIL 29, 1969 

Providing for a Tax on Exports of Soluble Coffee 

The President of the Republic, in exercise of the powers conferred 

upon him by paragraph l of Ju .. ticle 2 of Institutional Act No. 5 of 

December 13, 1968, and considerins the provisions of Article 22, item ll, 

paragraph 2 of the Constitution, decrees: 

Art. 1. There is established, wit~1 effect from May l, 1969, a 

ta.x of NCr$0.51675 per o.45359 kiloc;ram.s on the export of soluble coffee 

in any form to the United States of l\.merica. 

Art. 2. The Central Bank of Brazil shall readjust the tax referred 

to in this Decree-Law in the light of variations in the exchange rate, the 

proportion laid down in the preceding article being maintained. 

Art. 3. The payment of the tax shall be effected no later than the 

moment of settlement of the export operation concerned; the payment to the 

exporter shall be continsent upon proof that the tax was paid in full. 

Art. 4. The ta.x re:ferred to in this Ix!cree-Law shall be paid to the 

Bank of Brazil, in a special account, to the credit of the NationaJ. Treasury. 

Art. 5. The Central Bank of Brazil shall issue the instructions 

necessary for exercising control of the payment of the tax. 

Art. 6. The ta.x shaJ.l not fall upon exports of soluble coffee 

registered with the Brazilian Coffee Institute on or before April 30, 1969, 

with exchange duly contracted for on or before the same date. 
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· Art. J . A1l. provisions to the contrary being revoked, this 

Iecree-Law shaJ.l enter into force on May l, 1969. 
Brasilia., April 29, 1969; 148th of Independence and 81st o:f 

the ·Republic. 
I 
I A. COSTA E SILVA 

Antonio Ieltim Netto . 

Rio de Janeiro, May 15, 1969 

/s/ 
.Q"Af:ME BA.PI'ISTA FERREIRA 

General Chief, Administration Department 

Acting 
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I h'.lye exo..'11!::icd tho tn:~ on c:-:.:,ort[.) ::-cccntly :!.ntrocluccd 
by Bra.zil undor Rccolutio~ :,:o. 42 of tile i·::::.;:l.orcl It.onot.:l:rJ Counc:!l 
v-lth a view to clet.cr.t:ini;i,; vhct::cr it cc:,.::;t1tutc .. at axcb.:>.:i3e UiX 
gi.Villit rii;;a to c. multi;.ilc c-~cncy p:.:-2.c'.;icc 1>.l thl.n t~1e .r.~u!.nu 

Attachment 3 

of the prov1siona oi' the F'wlcl /\~'-!c:::ent. In r.ckin;:: thl:. dct.e.rn:1no.t1on 
I bavo w.c.d.nc(.1 the text oi' Lc,1 ~;o. 5072 or A~,uct l2, 1966, vl"rl.ch 
nutho:1.zcd th<.: lev-Jio.:; of th~ ta.': o.nd ll.'.l.V(: t~~cn into account the 
1ni'onr..at1on Given by the B::-azilio.~ offici~l.:J to the ataff :nio::.ion. 
wh1.cll conducted the Article ;r..r,/ con.:;ultation ~ml nee;otiated the 
p:ro,.)o:;ed ne11 atrulcl•o:r o.rraa~c::.~nt. 

Thcl'! are cc.-:.·.:;ain 3:;pcct::. o:f: t~o .. ,x~ vhl.ch oc~m to Du.:;GCat 
that it r::.1.ght conot1tutc an e:;cr~.::.1<! ~; (;ivin:g rise to a ll!'.tl.ti;.>le 
currency prncticc. T'..:iun, Art,:tcle: l oi' !.c.v !:o. 5072 pi·ov1dco tlnt tho 
true "io or nn m;clu.civcly r::·.:mcto.ry ~cl .fo::.."C1;;n ;utu..-o." .Further, · 
Article 4 ot the La11 :provide.:: tl~~ "t.1:.-o t~ c]l:ill be collect!¼ by 
tho bu.nking cstabliol~nt ',;.~t effect:: the ~c;1;1~~ tro.ru:~ction." 
'l"here are, hwevor, va.rloun :-c:J.ccn:. ~·,by the to;,: chould 'bo regc:. • .i.0. 
OD on ex!)Ort ta."< and r.ot a::: a ..:ultir>lc c-..1r:-e:1cy practice vit.hin tha 
mcanini; ot the provioio11s of the Fur.cl .l\z:-cex;,cnt. 

(a) In nccordt.mc~ with th~ provii:;ions of Lav ~Jo. 5072 and ot 
Resolution No. 42 tile ·.:;~ ~~?CU~_E.9_Lo:;_tb.c_to:i;:eibn_e:cc~ng9-~ 
rondoNd by tho exportel• but 01Ltha _cli.f.fcrc~cc . bctv~en _t.he __ 1". o. "Cl. 
pr;l._£c:s,bto1ncd-, by -tho- ~Xi)O-~~ex-_ an,t:t,h_c .11~cc''.. :price ectabl1i:sll9cl__by 
the Dro.z"illan-nuthorl tieo. 

- -------·---
(b) La11 No. 5072 apoclficoJ.l:r provide.:: '.:.hat "'l'llo ta."mblo event· 

ei,V1r.t; rlso to tho obll&-1.tio;1 t.o lIDY tl'le export t,x,; nbs.ll be the move­
ment. of t.he product out of the r.atio,..:u. tc;-ritol"'/." 

(c) Both,, La-., 1;0. 5072 an1 Rc::olu',;.:l.on I:-o. 1.2,.. provide tlnt "If' 
t~ eooos arc not nctus.J.ly e;.:r,ortcd., t1,c Central Bank of the Re.Public 
of Brazil oba.ll rcflmd tho u.:~ ir.;.~ocl:lo.tcly, uzion receipt of tL prol,)erly 
documented ap~l1cot1on by th~ exp0rt.er." 

(d) The rcquiretncmt tbnt tbc: 'to.JC oo collected by the ~nk at vhicb 
the exporter currenrlcra the fo.,-ci£;n cxch:mgo o"vts.incd frol'..l the oalo of 
tho co:w:o-litiea doeG not ch::1nzc the r~ct th:?.t the obllezt1on to ~3:Y t~e 
tax 1o incurred under tha luv et the tin:c or tlte O:>:!)Ortat1on and 'becau.oe 
of the ~r,<>rt.G.tion. The co:Ucct!on of the tll.4 by the bunk nt tho time 
or tho aurrender of the exc~30 G~ly conot.1tutes the diacbD.rga of o.n 
already ex1Gt103 t<.x liability. 

--. ,.. ,-.---, ---j 
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( e) It oecr.Y.J clear i"ro:.1 the context; of' u:1v No. 5072 tmt the 
ctntc.-;..cnt 1n .Article J. that tho ta.~ "i::i o:r an e.xclun1yely i:r.onotnry 
and i'oreien e>:clun~e nature" 1G r.ot int.cn:l.c-J. to imply th::l.t the tn,"( 
18 an exchan,ee tax 'but r-... tae:r to 1ndico.te 'i;h.:.t, a::; oxpl.D.:tned 1n the .. , ; 
£1-eco::.i sentence or 1.rt1cle l, "It.:, 3turpoc0 is to o:foc·t the oi':fecto 
on our currency ot »nee fluctuntiol'l.Q abroad, t4"ld to co~erve export. 
:NWO®e•" . 

; •• I 

ccz M:-.Finch 
11-;r. Be:::a 
z.a.se Ope.a~ 
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a. 11icol<rl,():,ouloll 
Deputy Gen,ml Coun.Gel 
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\ , ' Miss M. Opaonov 

G. Nicoletopouloo 

Braz1l--Elcp0rt Tax 
I 
I , .. 

In order to enable uo to de',e:raiine vhother the Brazilian 1 
CY.port tax deocr1ood 1n your rc-cr.ioi-andum to t,:r. Sturo, dated Decoz:mcr 201 
1966, 1s n muJ.t1ple currency p:ro.ct1co ii. vould be 1l!ll,)Orto.nt to :tnw · 
vhether the to.~ io aooesscd on tho o~le pr-lco o~ the comruoditieo (1.0., i 
the amount received b:, the exporter vI.cn he aoll.D the con:mod1t1ea) I" 
or on tho 1"ore1Gn oxc~a which th~ C."tpO.tcr 1a required to surrender I 
or actually eu..'"l'Ondero to tho monetary outhorltico. By "csaosot:?d" 
I irean "applied" 'by the authoritieo rather than o.ctually ''collected" · 
by thclll. Could w bavo coi,1eo o't Ic.1 I~o. 5072 and Natioml Monetary 
Council Resolution li2'l · · · 
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OAft Doa 111 ct• an Bel ace ot ..,.._. Reatrictlona 1n Jlnsil 

i'he ;paper PN--'• the a:ltuatlon u at the and ot Narcb 1968 and 
..-r• to 'balled OD our 196? Article XIV CGDINltatlan NJ)01't dated 
..,s.11,, 1968. 

flle "8Nript1oa of tbe Mtho4a UH4 1n :rutricU.ns illlplrtl U at 
that date 11 I I IJNt vitb tbe tca1lotdng UCQl.1aaa: 

1. Die third NDtence Sn the tb1rd. Jlllftll'lllll on page t. appean to 
be a _,.,.,_petat:lan ot the •national. a1■Uan" aptea. 

2. In 61acr1bina tbe 'bSghect tar1tt rate in Jlllftll'lllb 5 cm ptge 
,,~ee 261. ot MNal7 28, 1967 wblcb nducec1 tbe hipeat rate to 100 per 
cent, l■ am."94. Both pd.nta are dM.1.t 111th in ~ -,nnda. 

ho 111w' pointa ebolal4 be aAlecl. The list ot lep1 and HW1n1 «tra­
tiw ....,... tom1nc tbe NH tor natrictlaDa u at tu end ot Mlrcb 1968 
11 1.Doalltlete. !bl ._ICl1.pt1on ot the :,rcwlaiona ot Inati-uetlaa 289 ot 
Januu,' 196, :la f.aoorreot. 

CCI Mr. Besa 



Misa Thalpaon Nay 20, 1969 

Transmit tal. 01· Conaultation Report,a to 

I have been 1ri1·onaec1 that the OA'l'T plane to holcl conaultat.iona 
1th Brazil India 1n l Jv.ly. The QAff ecr tariat baa 1Ddi ted 

that they aav t 1 coneul.te. tion orta on Brazil Miia b 
June 1 • 

. ~ l ec s nry clee.rancea for the tran11111ittal ot the conaultation 
rei,orta · ve not J t been aeaured i'roa • In view o t l, .......... '8 , 

w ever, I oul ay;r t our arranging to have three aopi 01 P t 
I 35 co· 1 t II o t re rt ( /69/48 and Supp. 1, and 

/69/ 11 and Supp. l and Corr. l) sent au-print to Mr. Jones at our Geneva 
Ot'f'1ce a• aoon aa poa•ible. I vill arrange vith him to tranamit the reports 
iaaediately ·ter the clearances are ob'ta1ned. In tbe 35 cop:, distribution 
of Pau-t Il o the paper on India, a reference to /68/193 on ~• 6o 
should be deleted. 

I vUl :requeat, the tranaittal of relft11Dt Board dec1aiona later 
vhen the ctlee.rancea are obtained. 
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l . nrazll 

G~idance Statement for Fund Representative 
to the GATT Bal nnce of Payment s Consultation 

DRAFT 
5/l5/69 

"The Fund invites the attention ot the cm.""TRAC'l'ING PARTIES to the 

Execu.t.ive Boe.rd decision of AprU 25, 1969 taken at tho conclusion o.f its 

most recent Article XIV consultation with BrazU end particularly to para­

srapha 2 •to 5 vhicb read es follows: 

•2. In l.968 there vas a strong rise 1n econard.c activity and ,, 
on improvement in the net i'oreian reserve position ot the mone­

tary authorities, but there was no i'urther prosress in reducing 

the rate of inflation. While the fiscal dei"1c:1t was held to 

about the amount that had been planned, bank credit rose mu.c:b. 

taster than had been envise.ged 1n the t'1na.nc1al prosram, .in­

cluding operations :financed i'rom a sharp incr.ease 1n the cora:ner­

cial banks' &hort•ter..i foreign indebtedness. 1'he trend toward 

a deceleration of the rate of increase of money vagea that haa 

been evident since 1964 vna interrupted 1n the second half of ' 

l968, e.s vorkers vere compensated for .reduction& in real w.gea 

that had emerged. in previous )'eu'& as an unintended ef:tec~ of the 

application of the o:f:f'icial. wage formula. 

'3. The Government' a financial program tor 1969 aim& at a 

sharp reduction in the rate of price 1ncrease--to about l5 per 

cent-•coucomitant with a satist'actory rate of growth and sound 

balance or payment&. position. To achieve these obJect1vas the 

;prosram calls tor a major cutback 1n the rate ot expansion ot 

bank credit, based 1n part on important measures adopted to ·· 

reduce tho 1'1&ce.l deficit but also entaU1n8 a. w.ch t1ib,ter pol~~ 

on credit to the private sector. In addition, the continued . 

·" 



application or the wage t'orm.-Jla is ~ted to reoult in a resump­

tion ot the decHn:Sng ~te of money wage increases., and the :flex1• 

bl.e e rate policy is to be mintained. 

'4. ~e Fund believea that the :fiscal plan which has 'been adop­

ted for 1969 o.a a whole is suitable for the achievement o! this 

year's ·ato.b111zat1oo soaJ.., and it w1ll be essential to adopt what­

ever additional measures may be needed to ensure that the i'iscal 

deficit does not exceed the targeted amount. Implementation of 

tho credit policy tho.t has been established for 1969 vill requ1r 

an abrupt change from the recent trend, and the Fund notes the 

critical. importance of improving the monetary authorities' control. 

over credit., including the oi'i'icial banks' operations vith the 

private sector. In thin connection., tho Fund would also advise 

careful &urv~1JJance over coumercial bank use of short- term 

foreign credits with. a view to avoiding undesired swings 1n bank 

credit or be.lonco ot payments d11':f."icult1ea . 

'5• The Fund notes with catisfaction the progress Brazil .has 

ma.de 1n recent years 1n reducing its reliance on bilateral. pay­

ments e.~ementa., and it, hopeo that :further steps will be taken · 

in this direction. The Fund vel.canes the intention of the author-

1t1eo to avoid introducins ne-w restrictions or multiple currency 

practices., and to pursue c. flexible exchange rate policy consistent 

with the maintenance of a satiaf'actory baJ.ance ot payments position. 

lt would be desirable to us0 the 1'lexible exchange rate pol.icy e.s a 

basis tor nev initiatives to liberalize :f'u.rtb.er the trade and pay­

ments system. In the meantime, tho Fund does not obJect to the 

maintenance on a temporary basis or Brazil• s multiple currency 

practices and restrictions on payments for current international 

transact.ions , aa described in Sl./69/48., Part II . ' 
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On .April 25, 1969 the Fund approved a stand-by arrangement a:.uthorizing 

Draz1l to draw up to the equivalent of $50 million for a period or 12 months 
I 

beginning April 29, 1969,.. 'l'h1s stand-by is 1n support or policies directed 

~ ' , /a-1--~ a,., ·. 
toward &E=111g}egQY'bh, a.t,;J,.., a slowdown 1n the rate of price increa~&e~amt-

achievement or a -aa.tistaotOl'y balance of pa. ments /w..7-(; 1 _,.,, ' · · . '· 
In 1968, official net foreign reserves rose by $117 million compared 

vi th a decline of $ll2 million in 1967, but ~he net foreign reserves of th~ 
. . 

monetary authorities and the c~ercial b:a,nks ( taken together) , ~ecli_ned, 

reflecting the drawings made by the commercial banks on short-term credits •. 11 • 
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Mr . rerran 
Ivao 'fakemuk 1 

May 22, 1969 

lra&il ... -Quidanoe Statement at OAft Neetiy 

Thank you for your valuable comment•• I gave a further thought 
to the po1Aw you raised reprding the atatement on Brazil, but I still 
feel that the last paragraph in the statement ia appZ"()pr1ate 1n thia case. 

1. At the meeting or the G.Aft' conaultation it is up to the Fund 
to determine the Juat1f1a'b111ty ot iaport (tuant1tative) restrictiona, and 
the Juet1t1oat1on can be made, acoordiD& to the General Aareeaent 
Article XVIII:9, only when either of the tollov1ng con41t1one ie met: 

(l) The import reatr1ct1one ahould not exceed thon 
neceaaary to foreetall the threat of', or to at.op, 
a ser10U8 decline 1n ita monetary reserves. 

(2) !he 1aport reatr1ct1ona ahould not uceed thoae 
necessary to achieve a reasonable rate o:f increase 
1n its reserves 1n the case of a contra.cting party 
with 1nade"18,te raonetary reaervea. 

!he paragraph 1n queat1on aillply i'ollov• a procedure which baa been 
eatabliahed over the years. !he paragraph does not dare to imply that the 
import restrict.ions are deeirabl• (as campe.Nd vith other ecODOllliC measures): 
it simply indicates the fund's determination that. the 1apQrt reatrict10lle 
are Juetitialtle 1n view of the balanae of pa,-nta poeltion ot the country. 

2. The operative eentence in the Boa.rd decision ind.icat.ea that 
"the J"und does not obJectt to the maintenance on a temporar;y baaia of•••• 
reatrictiona on }Mlyaente for current int.ernat1onal tranaactiona." I think 
it 1a appropriate to give a parall.i determination with regvd to the import 
reatr1ct1ona. 

3. The Fund he.a auageated to uae •a flexible exchange rate policy 
conaiatent with the maintenance of a satiatactory balance of payment& ~1-
tion" "a• a baaia for new 1nitiativn to l1beral.1t.e further the trade and 
pe.ylUlllta eyatem". The euggeation on the alternative measures ia mportant 
but it is included in the guidance statement aa a quotation rrcm the deci­
sion. Purther, the auggestion does not seem to be inconsistent. vith the 
temporary consent to the import. reetriotiona. 

4. Deletion of the J)81"&8l"aph 11 not advisable, becauae the quoted 
Board decision does D.Ot refer to the balance of payments Juat1f:1ability 
of the import reetriotiona and al.ao becauae we have no reason to refl"a1n 
fr ,m expressing our v1eve regardtng the import reatrictiona of the counvy. 

ITakamuki :meb 
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Mr. Kafka 

Transmittal to GATT S.cr•tariat ot Papen on 
Fund's .Anlcle XIV Consultation vith Bruil - . 

May 6, 1969 

I should appreciate bearing from you whether 7ou h&Te any­
ol!Jection to the vanamittal to the GA'l'T ot th• papers on the hnd's 
recent Article XIV consultation vith Brazil, Tis., SM/69/48 1Dcl\141na 
Supplement• land 2. Thi■ transaittal would be in accordance vith the 
arr_...nt eet torth in EBD/56/102. Under that arr&nge11Ut • Part II 
ot the conaultation paper and the Board'• deciaion are to be made a-wail­
able to the COl'l'BACTINO PARTIES generally- in cases where thq are pluming 
to hold a consultation vith a common member. and Part I 1a to be made 
&Yailable oraq tor the confidential use ot the GATl' secretariat. Brazil 
1a among th• countries with vhich GATT balance ot ~Dta consultation• 
are tentative]¥ planned tor 1969. 
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TO 

FROM 

SUBJECT : 

Office Memorandum 

Mr. Gerhard 

Jorge Del Canto 

DATI.: May 5 I 1969 

Transmittal to GATT Secret riat o'f' Brazil's Article XlY 
Consultation Report 

We do not anticipate issuing any corrections to the Brazilian 

consultation report (SM/69/48 and Supplement 1). 

cc: Mr. Vera 
Mr. :Beza 



BACENCAM RIO 

SEC-51,921 
Translated by C. Ernst 
Reviewed by J. Merry 
115610 

FROM BANCO CENTRAL DO BRASIL--OFFICE OF THE PRESIDENT 

TO INTERFUND WASHINGTON DC 
Orig: WHD 

cc: MD 
DMD 

PT 4164 4/29/69 

JORGE DEL CANTO 

Mr. Kafka. 
LEG 
ETRD 

I INFORM YOU BANCENTRAL IN ACCORDANCE DECISION NATIONAL MONETARY COUNCIL 

MEETING APRIL 24 YESTERDAY ISSUED RESOLUTION NO. 113 PROVIDING DIRECTIVES 

ON INVESTMENT OF TECHNICAL RESERVES OF INSURANCE COMPANIES AND REVOKING 

RESOLUTIONS 92 AND 110 ON THE SUBJECT. THE RESOLUTION ISSUED LISTS 

ALTERNATIVES FOR INVESTING THESE RESOURCES AJID ESTABLISHES THAT BETWEEN 

APRIL 1969 AND MARCH 1970 INSURANCE COMPANIES MUST PURCILA.SE CENTRAL BANK 

INDEXED NATIONAL TREASURY BONDS OR NATIONAL TREASURY NOTES IN AN AMOUNT 

EQUIVALENT TO AT LEAST 50 PER CENT OF THE DIFFE-~ENCE BETWEEN TOTAL AMOUNT 

OF RESERVES ASCERTA.INED IN 1967 AND 1968: COPIES RESOLUTION FOLLOW VIA 

AIR MAIL. CORDIALLY ARY BURGER, ACTING PRESIDENT BA..~CENTRAL 

Received in Cable Roo~ 

April 29, 1969 
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ETR- 51, 634 
Draft translation 
by C. Ernst 

FROM JOSEPH D'AVILA MENDONCA--CENTRAL BANK OF BRAZIL-- TELEX 541 852 

TO EDUARDO GOMES --INTERNATIONAL MONETARY FUND--WASHINGTON DC 

PT 03601 4/1/69 

IN REPLY TO YOUR TELEX MARCH 27, WE INFORM YOU: 

(1) REMITTANCES OF INTEREST ON TIME DRAFTS BETWEEN 180 AND 36o DAYS 

FROM THE DATE OF SHIPMENT OF THE IMPORTED GOODS ARE PERMITTED 

ONLY AGAINST DEBIT ADVICE OR EQUIVALENT DOC~T AND THE RELEVANT 

AMOUNT SHALL NOT BE INCLUDED IN THE COMMERCIAL INVOICE, EVEN THOUGH, 

IN CONFORMITY WITH ITEM 3 OF GECAM ANNOUNCEMENT 102 OF MARCH 26, 1969, 

THE INTEREST AND THE PRINCIPAL~,ETTLED SIMULTANEOUSLY; 

( 2) TRANSACTIONS CONCLUDED PRIOR TO GECAM ANNOUNCEMENT 99 OF MARCH 12, 

1969 ARE SUBJECT TO EXAMINATION BY CACEX IN CONFORMITY WITH ANNOUNCEMENT 

NO . 264 OF MARCH 12, 1969, ITEM 2 (D) AND CASES .'ACTED UPON SifALL BE 

FINALIZED BY MEANS OF ATTACHMENTS, PROVIDED THAT THEY RELATE TO 

AN IMPORT CERTIFICATE OR IMPORT LICENSE ISSUED BETWEEN MAY i~ 1968 

(DATE of RESOLUTION 91) AND THE DATE OF THE AFORE- MENTIONED ANNOUNCEMl!liT; 

(3) THE PROVISIONS OF ITEM 2(D) OF CACEX ANNOUNCEMENT 264 DO NOT REFER TO -

OPERATIONS CONTRACTED FOR WITHIN THE PERIOD MENTIONED THERE:tN BUT 

REFER to 1j'1PORTS FOR WHICH CERTIFICATES OR LICENSES WERE ISSUED 

WITHIN THAT PERIOD . 
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. CACEX ·NAO DIZEM RESPEITO A OPERACOES ·coNTRATADAS NO ESPACO DE TEM~ 

.. \ . . 

PO ALI REFE~IDO, E SIM AAS l~PORTACOES CUJ~S GUIAS OU LltENCAS TE -

NHA~ ·i,no · ~MITIDAS ~AQUELE PERIODO. 
' ' , . 
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Mr. Brand . 

S.T • .Beza 

Otticial Intervention Practices in Exchange Markets - Argentina, 
irazil 1 and UrUgUs.y 

'l'he ansvera to the questionlii raised in Mr. liaberm.eier's memorandum 
ot March 19, 1969, a.ra as follows: 

l. Ar6entina 

{i) When the ~resent exchange rate or M$N 350 per ·u.s. dollar 
(not a par v&l.ue with the Fund) ve.s established, on March 13, 1967, 
the Central Dank announced that the .·~tea at which it vould inter­
vene in the market would be fixed on a. daily 'bo..sia a.ad would be 
within .l J:,er aent of M.$1-1 350 per U.S. dollar. In practice, hovcvor, 
the Central Ba.nlt has bought 6l.Ild sold roreien exchange only' at the 
rate ot M$N 350 per U.S. dollar over the past two years. 

(ii) We do not know vhy the authorities have chosen to deal. 
&t only one r~te. 

(iii-) See answer to question (i). 

(iv) · See answer to question .(i). 

( v) W'.b.ile tnc Ccntru .Bank daals in and holds & num:l)er ot 
currencies, the U.S. dollar has been end continues to be the main 
intervention currency. , 

~ 

2. Brazil 

. ( i) Currently, the monetary nuthori tics bu;r toreign exchange 
at NCr$3.975 per u.s. dollar and sell foreign exchange at NCr;4.oo 
per U.S. dollar. The exchani;;e ra-te is being ad.Justed trequentl.y-• 
rive times in th~ last seven months-and there is no effective par 
value vith the 1\lnd. · 

(ii) . We do not know why the monetary authorities have chosen 
the afore-mentioned spread betvoen b\zy'ing and selling rates, except 
that the monetary authorities also ~nge.ge in commercial transactions 
and therefore vould appear to 'be guided by tlle practicea or the rest 
ot the b11.nldng aystem in settinr, the spread. 

(iii) The monet&r'.f authorities operate e.t tlle limits indica.tod 
above. 



, 

,. 2 -

(iv) The spread between the buying s.nd selling rates--in 
terms or oruzeiroe per U.S. dollar-has changed with the move­
ments or the exchange rate, but in recent years it haa remained . 
in the range of .one half ot l pe~ cent and two thirds of l per · 
cent.• measured against the bu;yins rato. 

{v) While the monetary authorities dea.l in and hold a 
number of currencies. the U.S. dollar hao been and continues 
to be the main intervention currency. 

3. Uru@a:y 

(i) Currently. the monetary authoritiea buy foreign exchange 
at Ur$248 per ·u.s . dollnr and sell foreign exqhange at Ur$250 per 
U.S. dollar. The exchange rata han boon adjusted many times in 
recent years. and the par value agreed with the Fund is not used 
tor any tre.nsaotions. 

(ii} We do not know .why the authorities have chosen the 
a£ore- mentioned spread between buying and selling rate;, except 
that the monetary authorities also engage in commercial. transac­
tions and ther.e.fore would appear to be guided by the. ·practices 
ot the rest ot the banking system in setting the spread. 

(iii) The monetary authorities operate at the limits 
indicated above . 

{iv) 'l'he spread between the buying and aelling r~tea-in 
tenna of pesoa per U.S. dollar--hM chn.n~ed vith the movements 
of the ·exohanGe rate, but over th~ last two yeru-s it-h$8 been 
about .1 per cont or a. little less• measured against the buying 
rate . 

(v) While the mo~etary authorities deal in and hold a 
number · or currencie:1, the U. s . dollnr he.a been and con'l:,inuea 
to be tho main intervention currency. 

., 
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TO: Mr. Beza~ March 20, 1969 
Mr. Blackwell 
Mr. Sanson 
Mr. Guenther 
Mr. Radford 
Mr. Zayas 
Mr. Caiola 

FROM: . Paul J . Brand /~ 
Would you please look into the questions raised by the attached 

memorandum from Mr. Habermeier, assemble the information insofar as it is 
availa~le, and let me have it by l.iarch 27. 

If you feel a discussion would be usef'ul we can, of course, 
arrange a meeting. 

I take it that in many, if not most, of our countries the "market 
intervention" .points would be the buying and selling rates fixed by the 
central bank for its dealings with the commercial banks (and in some cases . 
with others) . Arrangements such as the variable transfer charge applied in 
some Caribbean countries are also relevant. In the case of nominally or 
actually fluctuating rate arrangements, it may be much more difficult to 
provide specific answers . 

Attachment 
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March 19, 1969 

. ) 

MEMORANDUM 

·.,, To: Mr. Del Canto ✓ 
Mr. Gunter 
Mr. Savkar 
Mr. Toure 
Mr. 

·, l 
Whittome 1,{, 

Habermeie(J UJ/4 From: w.o. 
f I 

I I b ,·Ii Suject: Official Intervention Practices in Exchange Markets 
" l 

At a recent informal meeting of Executive Directors a request 
' was made by a number of Executive Directors for further information 

'. 
I • 

I • 

• I 

regarding official intervention policies in members' foreign exchange 
markets. This question may be broken down into the following: 

(i) the exchange rate limits (excluding commission charges) 
that monetary authorities have chosen in which to intervene in their 
foreign exchange mark~ts; 

1 ,,, (ii) the reasons why the monetary authorities have chosen limits 
which are frequently well within the permitted one per cent either side of 
parity; 

(iii) whether in fact monetary authorities consistently, or other­
,· wise, deal within or at their chosen limits for purpose of intervention in 
j-"':_. their exchange markets; 

(iv) whether they have altered their intervention limits over time 
why they might -h~ve al~ered th_ese limits; and 

(v) whether they have changed the currency ·which they regard as 
their main means of intervention in the foreign exchange market. 

' . 
· In order to be able to prepare a paper on this subject, I should 

be grateful if it would be possible for you to arrange for the staff in your 
Department to review, as far as it is possible, and in light of the various 

' , ' 
' 

t• 

· aspects of thep:-oblems outlined above, the intervention policies and practices 
of the monetary authorities of each of the countries represented in your 
Department. We feel that this would be an important first step in gathering 
detailed country-by-country information on a problem .about which comparatively 
little is generally known. 

'.I 
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I should like to ask you to make the information available to 
Treasurer's within the next two weeks, as we might have to contact central 
banks directly in case the information presently available in . the Fund were 
to show important gaps. 
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BANK OF BRAZIL 

Foreign Trade Department 

Announcement No. 264 

In view of the provisions of item III of Resolution No. 91 of 

May 21, 1968 of the Central. Bank of Brazil and GECAM Announcement 

No. 72 of July 23, 1968 of its Exchange Operations Department, the 

Foreign ·Trade Department of the Bank of Brazil makes public .the 

following: 

Parties interested in availing ·themselves, in exceptional cases, 

of a term in excess of 180 (one hundred eighty) days and up to 360 

(three hundred sixty) days,• reckoned from the date 'of shipment of 

the merchandise, for payment of their imports, may file a pertinent 

application with CACEX, subject to the following: 

(a) Such applications will be ac:ted upon only if they relate 

to raw material.a and parts and accessories for own use and 

capital. goods of which. there is no similar national. production; 
18lst. day from the 

Interest, if any, will be counted as fran the /date of ship-

ment; 

(c) Such applications shal.l be prepared. by the interested parties 

·together with each import certificate application f'PC.I::J or 

1. import license application •t:...PLI::J to which they relate and 

shall be submitted to CACEX simultaneously therewith; other-
I . I 

wise they will not be considered; 
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(d) Applications relating to import certificates or import licenses 

issued during the period betwe~n May 21, 1968 (date of Resolution 

91) and today shall al.soube subject to examination and, when 

granted, shall be finalized by means of an attachment; 

(e) The interested party shall include all the data. necessary for 

consideration of the application: 

Term of payment a.broad; 

Rate of interest for the financing, if applicable; 

Name and address of the financing party; 

. Purpose of import. 

Rio de Janeiro (GB) March 12, 1969 

/ s / Benedicto Fonseca Moreira, Director 
/ s / Jefferson Seroa da Motta, Acting Import 

Manager 



GECAM Announcement No. 99 

CENTRAL BANK OF BRAZIL 

Rio de Janeiro, March 12, 1969 · 

IMPORTS -- Payment of .interest on 
time drafts 

We inform those concerned tha.t--in accordance with a decision 

of the National Monetary Council at its meeting of March 11, 1969--
' ,' 

the p~ent of interest on time drafts at periods of not more than 

360 days (three hundred and sixty days) relating to imports regulated 

by this Bank's .Resolutions Nos.82 and 91, of January 3, 1968 and MS¥ 21., 

1968, shall be subject to the following conditions: 

(a) Except as provided in item 2, the remittance of interest 

on·drafts payable at up to 180 (one hundred and eighty) dqJ from 

the date of shipment shaJ.l not be authorized; 

(b) On drafts at longer periods--provided that such period does 

not exceed 360 (three hundred and sixty) days, also counting from the 

date of shipment--remittance of inteJest will be permitted onJ.¥ in 

respect of the amount of time in excess of the ini:ti~ l80 (one hundred 

and eighty) days; 

( c) The applicable rates of intezestmay not be higher than those 

in effect in the money market of the country in whose currency the 

operation is carried out, on the date of issuance of the import .certificate 

or import license; 

(d) collection of the interest referred to may be ma.de by means 
I , 

of a debit advice or an equivalent ~ocument, without f llCluaion in . the 

camnercial invoice; 
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( e) Advance settlement of time drafts subject to payment of 

interest in conformity with this announcement shall be permitted only 

if a discount proportionate to such anticipation has been granted. 

2. For imports of goods whose marketing conditions are 
I 

distinguished by special features, at the discretion of the Foreign 

Trade Department of the Bank of Brazil, the remittance of interest on 

time drafts maturing in less than 180 (one hundred and eighty) days, 
I 

may be permitted. 

3,. Upon applying to the Foreign Trade Department of the Bank 

of Brazil for issuance of the import certificate or import license, 

importers must state whether or not they desire to carcy out the 

operation under the time payment procedure. In the event of a period 

of more than 180 ( one hum red and eighty) days, they shall also inform 

the Foreign Trade Department of the rate of interest agreed upon with 

the exporters. 

4. CACEX shall record such conditions on the import certificate 

or import license, to enable the importers -to acquire, on the basis 

of that document and upon production, in addition, of a negotiable 

copy of the bill of lading, the commercial invoice, and the debit 

advice, the foreign exchangfeeded to pay the portion that_. corresponds 

to interest. 

5. Exchange for the remittance of interest shall be contracted 

for exclusively for immediate settlement, and never prior to the 

maturity date of the relevant draft. 

6. Intermediacy banks shall no1':! on exchange contracts of · this 

kind the number of the import certificate or import license, the 
I 

identification of the means of transportation, the date of shipment, 

and the number of the relevant bill of lading. 
I EXCHANGE OPERATIONS DEPARTMENT 

.Ton,nih 11 1 /~."l(i \u • 1 1~,n1 , 
.Tl"I"' o'>'l'l rl 't lhn 1 ' • I"\,.,,.. Mn'l'l!:1 
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\ Rio de Janeiro, July 23, ~968 

GECAM ANNOUNCEMENT NO. 72 

IMPORTS Item III of Resolution No. 91 

ff,UMll.ARf/ 

i 
This announcement se~s out the procedure to be followed in applying 

,for authorization to take advantage -of the max~mum. period of up to 360 days - --
allowed in exceptional cases under the provisions of item III of Resolution ~' ..... . ,. -~ 

No. 91. Applications a.re .to be submitte~ to CACEX together with the.. 

application for the import certificate, import license, or declaration, 
~ 

accompanied by information concerning the import such as terms of payment, 

' 1 description of merchandise, price (showin~ freight and insurance separately), 

interest rate charged if any, and the purpose of the import. 

Approval of terms of payment up to _360 ' da.ys shall be expressly stated 
l . 

in the import certificate, license, or declaration and will automatically 
I 

mtitle the importer to conclude a forward exchange contract for a period 
I 

compatible with the due date of the operation, subject to th~ provisions . 
- . I · i · . 

of GECAM Announcement No. 42; 1the limitation set out in item 4 of FICAM . 
I I - ~ 

. ' I I 

: ·Announcement No. 44 is revok~~ in respect \ of the operations concerned-.-~~ 

In concluding exchange c0ontracts, banks a.re responsible ' for verifying , · 
. I 

:! 
that the operation complies with the periods stipulated in items I and III 

. ' ' '• I '' I ' 
of Resolution No. 91. ·, , · · · · ·-: ' ·: ·. · 

The provisions of Resolution No. 91 ~o not apply to certificates, 
· · · · ·. l ·1 - : I · · 

licenses~ or de~larations :~s,i.z~~ ~rior to fhe date on ~hich ~t ~ook ~ffect. 

· . · ; ·. ;,; · •. Exchange Operations Department · 
1

1 ' t· ,.,• • 
• : "\~ , { :· ) I l I ' 

-t:. -'·· /· / s/ . : . 
Joseph d'Avila Mendonca 

1 Manager 
I 
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Translated by c. Ernst 
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CEN'lllAL llANK OF BRAZIL I 
l 

:RESOWTION No . 91 r 

' .. { 

·• .. ' 

In accordance with a. decision of the National Moneta:ry Counc_il 

at its meeting ·hel.d today, and in conformity with :the pr·ovisions of 

Article 4(V) and ()OCXI) a.nd Article 9 of ·La.w N9. 4595 of December 3l,l964, 

the Central Bank of Brazil I 
I 

RESOLVES: 

I. To fix at 180 (one hundred and eighty) days, counting from - - -----~ 
the date of ·~h~~ the maximum period for payment for goods imported 

under the ·conditions of this Bank's Resol.ution iNo. 82 of Ja.nua:ry 3, 1968. · 

· ., II. To make imports for which the period of settlement exceeds . 

36o (three hundred and sixty) ' days, counting :f'rom the date of shipment of 

the goods, subject to .registration 'With this Bank. 

III.· In exceptional cases and at .the ~iscretion of the Central 

Bank, t~ allow the period mentioned in item I ~f this Resolution to be . 

extended -to 36o (three hundred and sixty) days,: in which case this co~itioD: 
i 

shall be express'.cy' stated in the import certificate, import license, or 

declaration,~ the case may be. 
.. 

' •• < 

> 

_r. 

Dikio Oficial·of May 24, 1968 

J, 1·. 
I : 
I I 

. / 

... 
I ' 

. 
• ' I, 

Rio .de Janeiro, May 21, 1968 

CENTRAL BANK OF BRAZJl, 
·:i ...... /a/ . , . , . '."· 
Erna.ne Gal veas . 

President 

' ' 
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CENTRAL BANK OF BRAZIL 

RESOLUTION No. 82 

I 
l 

I , 

The Central Bank of Brazil, in accordance with a decision of the 

National Monetary Council at its meeting held today, and in conformity 

with the provisions of Article 4(V) and .(XXXI) and Article 9 of Law 

No. -4595 of ·December 31, 1964, 

RESOLVES: 

I. Customs clearance of imported goods is exempt from the requirement 

of proof of closing of an exchange contract referred to in item D/~of 

Central Bank Resolution No. 35 of September 17, 1966. 

II. The closing of exchange contracts for payment of imported goods 
! 

will henceforth be conditional upon pri~r issuance of an Import Permit, 
i 

I 
an Import ' License, or a Deel.a.ration, as fhe ~as_e may be . 

'I 

I 

r 
) 

. . I 
Rio de Janeiro., January 3., 1968 · 

• I 

I 
! /s/ 
l 'Ruy Aguiar da Silva Leme. 

President 

Di~io Oficial of January 12, 1968 

.. 
' 

'I: 

.,i: 
',' 
•\:· I 

I . I 
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Translated by C. Ernst 
Reviewed by B.M: Popescu 

CENTRAL BANK OF THE REPUBLIC OF BRAZIL 

. ro-:SOLUTION No. 35 

The· CE.l'ffRAL BANK OF THE REPUBLIC OF BRAZIL, in confonni ty with a. 

decision of the National Monetary Council at its meeting held today, 

and in accordance with the provisions · of Article 4, Section V, and 

Article 9 of Law No. 4,595 of December 31, 1964, 

RESOLVES: 

I. Imports of products classified in the General Category are 

granted dispensation from the prior signing of an exchange contrac:t 

referred to in item II of Instruction No. 201J, of March 13, 1961, of 

the former Superintendency of Money and Credit; consequently, the 

Certificate of Exchange Cover (c.c.c.) referred to in the sole para­

graph of Article 53 of Decree No. 42,820 of December 16, 1957 is 

abolished. 

II. For purposes of the consular visa and customs.clearance, the 

l!'oreign Trade Department of the Banco do Brasil S .A: shall issue, ·an 

Import Permit with the characteristics and data of the Certificate 

of Exchange Cover. 

III. The Import Permit shall have a maximum period of validity of 

l20 days, for purposes of the shipping of the relevant merchandise in 

the.foreign country concerned. · 
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IV. Independent:cy of the provisions of the preceding section, 

customs clearance of the imported merchandise remains subject to . 

proof of the closing of the relevant exchange contract with authorized 

banks. 

V. The provisions of this Resolution do not prevent the importer 

fran closing the exchange contract before the Import Permit is issued 

if it is to his advantage to do so. 

VI . As long as the new Import Permit fonns have not been printed, _:. 

the former Certificate of Exchange Cover forms may be used, with such 

notes as may be necessary . 

RIO DE JANEIRO, September 17, 1966 

. CENTRAL BANK OF THE REPUBLIC OF BRAZIL 

/s/ 

Denio Nogueira 
President 

Diario Oficial of September 20, 1966 
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Mr. Pinch 

Maria OpuDOY 'ryler 

C, 1 Trade and Tax By t •• 

Dul'iJlc the recent mission to Bruil the following intonaation relating 
to the above avbJeota becaae available. 

IaJ?ort• ot Petrolewn 

A new arr~nt governills p.,_.nta tor petroleum iaporta becaae ettective 
on Janu.ry 1 1 1969. It1 purpoae ia to elia1nate a multiple rate practice which had 
exiated under the prnioua ■pta. I attach a OopJ of the d.eacript1cm ot the nev 
regulationa 1 which waa cleared with the Brazilian authorities . 

Tue■ Levied on Inccae ot Bonre■idents 

I refer to prenou aemor&Dda 011 thi■ ■ubJect (·th Joint maorandua. ot E'l'R 
and WD ot October 28 1 1968, the IMJIOl'andum ot the Legal Departaent ot HOYember 14 1 

rq aemorandWI. ot Dec•ber 21 1968 and ,he memorandua ot the Legal Departaent ot 
December 61 l968i copies are attached). I lnn■t.ia&W thia matter turther vith the 
Incoae Tu. Authoritie■ 1n the Mlniat17 ot Finu.oe .... I vas intoned that while the 
income, 1ncl\141ng royal.ti••• acoru.ing to n0111'tta14tlsn• ·~ Mt be remitted without 
ccapl.ianoe vith the 25 per oent v1thhol41ng tax collecrted either by the Income Tu 
Allthoritiea or lrT the eoatercial ~anka tor the account or the Income Tu Authorities 
at the time ot the raittance, the incoae is ■till •ubJect to the same tu it the non­
realdtmt c:nooaea to keep the inc0111e in Brasil. The intoraation reported on thia 
aubJect. in _,. Jllellorandum ot Deceaber 21 1968 vu obtained troa the Departaeat tor the 
Control. and. Registration ot Poreip Capital (nRCE) at t he Central Bank and it had not 
been poa■ible to check its accnaraey at that tiu with t lle M1aiat1"7 ot Finance. 

The aupplaent&17 income tax on rudttancea ot protita and diTidenda 1 on the 
other hand, 1• appl.1e4 ODlJ' 1~ the aTerage or actual remi-ttancea ill &117 three-year 
period., troa 1963 onvvda, ia in excess of 12 per cent per ;rear ot registered capital 
and reinvestment (i.e., 36 per cent OYer a three.year period). It auch pro~ita and 
clividenda are kept in Brasil. the auppl ... ntary tax ia not lrde4. 

Enclosure 

cc: Mr . Beza, Mr. Hughes, Mr. de Looper 

MOTyler/mt 
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Mr. Finch 

Maria Opasnov Tyler 

~razil • Bilateralism 

During the recei:,.:t c~s~te.t1on and stand•b1 mission to Brazil 
I vas informed tha.t in 1968 Bra,g1J. had again engaged 1n ·awitch transactions 
involving the sale ot bilateral. credit balsnces for convortil>le currencies. 
As in 1967, the transactions consisted or the ea.le b7 the Brazilian monetary 
authorities to European banks ot u.s. dollar denominated credit balances 
accwnulateci in bilateral accounts 1n the amount ot $24 million against an 
equivalent amount in convertible currencies. All sales vere on November 14 
exclusively to Sviss banks. 1.rhe bank purchasing the bilateral balances vaa 
given, without a:r,.y payment, a claim on coff'ee imports trom Brazil in the · 
1'orm ot a .guaran·t.ee notice issued by the Brazilian Cortee Institute. The 
guarantee notice entitles the holder to import· a stated amount ot cottee t"rom 
Brazil tree ot oharge. The value ot the guarantee notices. calculated at the 
prevailing m1n1m'Ulll · registra.t1on prices for cot:f'ee1 corresponded to 13.25 per 
cent ot the bilateral balances sold. The amount sold consisted ot the following 
bilateral currencies. · 

Bilateral Balances 

Bulgarian 
Hunaarian 
East· German 
Yugoslavian 

Amount · ; · 
( In millions ot • 
u,s. dollnr,a) 

9 . 
5 

' i 
'J 

',' 
I - , l 1,1 , , 

'' 
' 

Brazil's o~er-al.l credit balance on bilateral agreements was reduced· from $52 
million at the end of .September 1968 to $27 million at the end ot December 1960. 

I vao intormed that prior authorization ha.d to be obtained 1n each case 
trom the authorities ot the government whose bilateral balances vere to .be aold. 
A typioal :resultant transaction would then be tor the Europeti.n bank acquiring th• 
bilateral balance plus cof'f'ea guarantee notice to us·e the bilateral balance tor 
the purchase ot commodities in the bilateral countey and to sell the goods in 
western markets at a discount• vhich the bank vould be able to recoup as a result 
ot the gain it real1£ed trom the sale of' tho coffee gUarantee notice. The 
BrasiliBn ot~1aial at the Central Bank noted that the special authorization trom 
the bilateral partner vas required in order to ·ena.ble the 'bilateral partner to 
ensure the.t tho sale ot the bilateral bale.nae by Brazil resulted in exports that 
vould otborwiae not have 'been purchased w1 th oonvertiblA ournnoy • thus proViding 

' . 
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tho 'bilatel~al partnei- with an additional export outlet . Obvioualy'• 
however. there can never be ~ tinsl. cortaiSlty ot this, although it 
can \.ake ,ancount ot traditional cuatomora. 

~"he Dro.zUian of'ticiala emphasized again that. it continued 
to bit theil:' policy t.o 1aove town.rel a. multilateral payment.a system. 
Sina~ 196, Brazil ha.a terminated bilateral p~ta agreements with 
tour count:riee • including two Fund membera ( Portugal a,nd Denmark) . 
Moreover. 11 decision wao- reachc4 at the end of l.968 to terminate the 
~e•ement 'lfith the u.s.s.R. which 1·a expected to be. implemented 1n 
Fe'brWAl'7. llre.zil will then ·a:aa1ntain bilateral paymente1 agreements . 
with nine cow,.triea. or which tou:r a.re vi.th Fund mem.be1·•• 1.e •• Grooce. 
Xceland• Israel and Yugoslavia. 

. , . 
The llrazil.1.an oftic1als noted that tho a.greezncnt with Greece 

-hail not caused difticultics to Brazil as Greece no~ settles any 
OJtCeGB ove.-r tr.e established Bw1ng limit or $1 million oemi-annual.q 1n 
convertible currencies. They indicated• however• tho.t they were re~ 
to e.icaznine the :,;,ossib1lity ot terminating this ~ement. The agreement 
vith Icelll.ild vas modified on September 1 9 1968 to provide tor a greater 
do{µ"ee ot ~onvertibility. While the sv1ng limit vc.o 1.ncreo.sed trom 
;,. ~?00.000 to " 350.000. it vas stipulated that debit balances had to be 
settlod in t\lll in convertible pounds sterling sem1-azm~ in June 30 
And .Decczaber 31. The Dro.zillnn o:f'ticial.a indicated thu.t the agreoment 
with Iaraol vas IIM:dntllined tor political reasons . 

With regard to tho agreement vith Yugoslavia• they repeated 
their position tlult Brazil was ready to terminate this aareem.ent provided. 
Yugoulavia•a bilateral arranaemente with other cottce. exporting countries 
were also te:rmin.atad and DrazU va.s assured of nondisci•iminator.y trea:t:ment 
tor their cottee exports. (My mem.orandWll ot October 25. 1968 on thia 
aubJect. is encloa0d) • . Moreover the Brazilian official.a sta.ted that• should 
the li\md attempt ~o arrange a saultinationo.l discussion emons the interested 
partiea vith ·a viw ot term1nat.1na the agreement• ccmccned• Brazil. shoulcl 
be very N~ to pert.1c1:po.te. .. · : 

Enclosure. 

CCI Mr. Sturo 
Mr. Beza 
Mr. Huah~ 
~: k l • 

M.<Yfyler/at . 
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SEC-49,120 
Translated by J. Merry 
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BANCENTPAL RIO--PRESI//INTERFUJ'ID WSH--USA/ /JTJLY 19, 

No. (:13 / 00662 

FOR MR. AL'EXANDP.E KAFKA AND 

MR. JOR3E DEL CANTO 

I inform you that the Central Bank, in accordance with a 

decisibn of the National Monetary Council at its meeting of July 15, 

today handed dew.a Resolution No. 95, worded as follows: 

Resolution No. 95 

The Central Ban..l{ of Brazil, in accordance with a decision 

of the National Nonetary Council at its meeting of July 15, 1968 and 

considering the provisions of' Articles 9 and 4(XKI) of Law No. 4595 

) 

of December 31, 1964, and Articles 7, 8, 9, and 16, paragraph 3, of Law 

No. 4728 of July 14, 1965, 

RESOLVES: 

1. To establish the maximum limit of 3 per cent per anm..IL1, "pro rata 

temporis, 11 calculated on the face value of the issue, for the place­

ment rate that may be collected or paid on the market for mortgage 

bonds, exchange paper, or debentures issued, accepted, or co-guaranteed 

by financial institutions. Payment or collection of this rate may be made 

o~ against receipt issued by brokerage or distributing fir:ns, brokers, 

or autonomous agents duly registered with the Central Bank of B1·azil. 

II. To establish the maximum limit of 0.25 per cent on the f ace value 

of the issue for the distribution rate that may be collected, against 

7 
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receipt as described in Item I, if distribution is not made direct 

by the issuing, accepting, or co-guaranteeing financial institution. 

III. To establish the following maximum limits for the collection 

of commissions for the services of distribution or placement, on the 

market, of federal, state, or municipal public debt bonds: 

l.5 per cent, on the subscribed ¥alues, for bonds 

maturing in up to one year, 

3 per cent, ditto ditto, from one to two years, 

4 per cent, ditto ditto, in more -~han two yea.rs. 

IV. To change Article 84 of Resolution No. 39, of October 20, 1966 

with reference to the brokerage table applied by members of the stock 

exchange, as follo·ws : 

11I--For vaxiable-income stocks e.nd zc~urities, on the basis 

of the total market value of the operations executed 

in a single day for a single clie,n.t: 

l--up to NC'r$5,000 ••• 1.5 per cent,minimum of NCr$5 

2--on amount exceeding 1;C1.·$5,coo 

and up to NCr$30,ooo ••• 1 per cent 

3--on amount exceeding Ner$30,ooo ••• o.5 per cent 

II--For fixed-income stocks and securities, on the basis 

of the maxket value: 

1--securities maturing in less than three yea.rs, 

between date of operation and date of 

redemption ••• 0.5 per cent, minimum of NCr$5 
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2--securities with three or mere yea.rs between 

•date of operation and date of redemption ••• l per cent, 

minimum of NCr$5." 

III--For federal, state, or municipal public debt 

bonds, on the basis of the face value, in any 

amount and maturing on any date: 0.5 per cent, 

minimum of NCr$5." 

Rio de Janeiro, July 19, 1968 

BANCO CENTRAL DO BRASIL 

Ernane Ga.lveas 

President 

Copy of the document referred to follows by air mail. 

Cordially, 

Ernane Galveas, President of the 

Banco Central do Brasil 

Received in Cable Room: 

July 20, 1968 
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INCOME TAX DEPARTMENT 

SERVICE ORDER No. DIR/ 1-67 

Attachment rv 

- JNCO:UE SUPERTAX, OWING AT THE SOURCE, ON 

m::M!'f.l'ANCES ABROAD OF PROFITS OR DIVIDENDS. 

Whereaf, Arf;icle 4a and Law No. 4131, of September 3, 1962, amended by 
Law No. 4390, of August ~9, 1964, determines that the amount of th~ net profits 
or dividends effectively remitted to physical and juridical persons, resident 
or having a head office abroad, shall be subject to an income supertax whenever 
the average of such remittances over three years, from the year 1963 on, 
exceeds 12% (twelve per cent) of the registered capital and reinvestments, in 
the terms of Articles 3 and 4 of Law 4131, amended by ·L3:w No. 4131, amended 
by Law No. 4390; 

Whereas Law No. 4131, Article '1, defines reinvestment as being the sums 
that might have been legally remitted abroad, but were not, having been plowed 
back into the business that earned them or into another sector of the national 
economy, and Decree No. 55,762, of February 17, 1965, Article 10, makes it clear 
that reinvestments shall be registered simultaneously In Brazilian currency 
and in the currency of the country to wh!ch the returns might have been 

. remitted, and that conversion shall be operated at the average rate of exchange 
ascertained over the period from the date the profits were posted on the balance 
sheet in the case of a juridical person to the date the reinvestment was 
.effectively made or, rather, converted into capital; 

The Director of the Income Tax Department, making use of the powers 
conferred upon him, and after having consulted the competent sectors of the 
Central Bank of Brazil. 

Determines that all Regional Sectional Delegates and Chief inspectors of 
.cncome Tax Inspectorates observe the following instructions and see that they 
are carried out: 

1 .- Net profits or dividends effectively remitted to physical and juridical 
persons, resident or domiciled abroad, are subject to an income 
supertax whenever the average remittances every three years, from 
the year 1963 on, exceed 12% . (twelve per cent) of the capital and 
capitalized profits, registered at the Central Bank of Brazil. 

ll - In the calculation of the supertax, profits shall be considered to 
include all sums remitted abroad, corresponding to expenses of any 
kind not deductible for purposes of determining the taxable profits 
or a Juridical person with head offices in this country. 

·In - Calculation of supertax shall cover all remittances of profits or 
dividends made during the three-year period, even though these 
receipts correspond to prevlouz years. 

;._; 53 .:..__ 
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IV - The capital and capitalized profits shall be computed proportionally 
to the time they remained in the business, during the three years, 
with due observance of their registration . at the Central Bank or 
Brazil, the effective average of the three-year period being 
determined from the books of the firm and the aforesaid registration. 

V - Pending registration at the Central Bank of Braz11, the capital and 
capitalized profits shall be computed for purposes of calculating 
the three-year average, so long as they figure on acknowledgments 
of responsibility and are determined in accordance with the previous 
item being subject to subsequent readjustment of the components, 
if called for, after registration has been completed. 

VI - The first three-year period to be considered in the calculation of 
the supertax covers the years 1963, 1964 and 1965 and the second 
the years 1964, 1965 and 1966. Subsequent three-year periods will 
follow the same order . . 

VII - The remittances of the last two years of a three-year period will 
be considered in the first two years of the next at the average 
value for the preceding three-year period up to the limit of 12% 
(twelve per cent) of the capital and capitalized profits. 

VIII - The supertax shall be withheld at the source from the fir~t 
remittance ocurring after the expiry of the three-year period and 
shall be col:ected within the term fixed for the collect!on of the 
normal tax corresponding to that remittance. 

IX - The supertax collection slips shall be accompanied by an explanatory 
schedule. of the capital, including the cP.pit.1.li?.:?d profits and t~e 
remittances during the three-year perio.1 (modt-1 aUal!hed). 

X - At the time of payment of the ta].: referred to in the p1~viou'.:. lte:n, 
in addition to the co:i.lection ~1llr, ,.,_onnally furnished to the compB,r,y, 
another will be handed it f.:ir delivery together v.ith a certifieu 
copy of the attached schedule to thP. CPntral Bank of Bra:,,:il when 
application is made for remittances abroad of profits or c.ividend3. 

XI - Without detracting from the control specifically entrusted by law 
to the Central Bank of Brazil as regards the remittance abroad of 
profits or dividends, it is also the duty of Income Tax Department 
authorities to exercise such supervision and control as may be 
necessary. 

XII - Servlce Order No. D!R/23-64 is hereby revoked - ORLANDO 
TRAV.ANCAS, Director. 
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nm., the -.1.n ditterence■ between the paymenta aywtea c11?'l'eDtl.y a;,~ 
to pet,Na.1.Na bporta am other ~ a.re as tollows. 

1. 1be acbanp rate o petroleum 1Jl:porta 1• t1xed forward tw a pel'iod 
at 120 d.ep. The «xcbange ..ate •t wbich tbe 1D11'dd:ua·1 contract tm: actal 
,-tra'l.eall. 1IJi)o.rta are conclud.ed lur.l.ng tb&t period 1a the one prew1l1ng on 
the 4ate wb8rl tile epen cGDtract wu slgne4 and will d1tter tra tbe :rate 
~ to ex, ,;,e contncts coocl.a:lecl at the same time 1n reapect or other 
illport trwactions whenever there 1s an ~till the exchange rate. 
Beeauae ""r the _ sen exc ... ..........,,,, .. system tbe c:change rate 1a to be 
.freluently, ci exc _ rate t tor~ 11,pwt;s will result 
1n a syst .. j,.c deviation d the rate api,llcable to tbeae :bQ;,orta trca that 
..U.cabl.e to all other lllporta. 

2. !be exobange contncta tor actual pewol.eua i.1lpol'ta bave a lll)eein.ed 
forward oru. . 

(a) There ls DO ' I,; depoait 

) There 1a a ttxed premt.• tor ftn&nclng the tol'ftl'd cantract. 
Tb1a pNlll.1• 1•1 1n pt1.nclple1 to be edjut.ed peri.oUoalq 
to reflect the prad.• prevaU1ag in the market tor torwwd 
contracts. 

( c) !he d.u.ntlcm ot tl1e lmividual excbage coatract 1a ftxed 
•t 110 dap. 

'!be uove featUl"ff dieU.ngalablng tbe payaenta ayata tor pe1;nl.ea illplrta 
frail tbat tor other~ &ppM.t" to be the onea rel.e'fant to a decision on 
the poaa1ble ai•tence ot a ml.ts.pl.Al curr41DC1 pnctlce. Mowew.r, the L--1 
Depar1alDt 11111' to nem:ln• whether there are uy additional feature• ot 
the pe.yMDta 811J'tell deacrlbed above that,_, beNl.eY&nt to reach a clec111on 
on this aatter. 

II. Certain pron.atone tor taxing lncaae ~ peraona ru14eat or dGld.cUed 
b 

INr1ng d1acuae1ona with the BrasUian 4elegation w tbe Annual MNU.US, 
Mr. Pereira-Lire., a Mrector ot the Centr-1 Blak• 1181lt1oned. the ~ ot a 
remittance tax on tz-anaf'er& abroad ot interut pa.yaent.s. In ~ to a 
.-.Uon, Mr. Jllerelra.-Llra l'JOted that the. tax waa an 1Dcae taa which was 
al.ao levied on interNt PA1JIIIDU on 1\mda borrowed in Bruil. He e:x:pl,dned; 
however, that the Nlldttance ot the lnt.erat ~ abroad. could not be 
ettected unl.u• the tax bed been paS.d u1 that. the Jlli1Mllt ot 1 t took place 
at 'the t ot the remittance am eailcl not be cle1",e4 until 1-1:le tUJ.ng ot 
the na,eetive 1ncae tax return at the end of the taxable JMI'• However, be 
wu not ccapletely cl.ear about &U th• det&Ua ot tbe PJ'O'f'ialou. 



... 3 -

Die BruUlan 1nccae tax law (Decree Ro. i.1.373 ot December?, 1959, as 
amended b7 Law Ko. 3 • ot 1'v 19, 1961) eont&lns witbb01.d1ng tu p ovi 1 
1n s ct f nonresidents. r. ~ the t or the provts1on is attached. 
(AttaclllMmt II}. Under the law, this tu 1s w1 tbbeld at source anc1 does not 
appear to dltter trca theusual oviaion. ... withholding taxes. On the face 
of thin:,; , the e 11 no cosmect1on et- "'e@ the i.ncarae tu the 

su_ • lb.lever, since ,- • Pereira-Lira I bq>lle4 a c .l n , 
_ shall need to ueertaiD 4urtng the torthccat.ng td.Hion the r e i e operaUon 

of the wtthholdi tu: provisions 1n order ... whether y constitute 
tax. 

te:cy • ,c e T •. · 4131 as 
.. 390 of A • t .., , 1964 -:ov r ni tc i J i "T'U'"'•~h'!'lr>"lt S.n Bru.U, c 

• 

certain p avisions tor taxation o incc:ae rmitted to mnreaidenu. Aaang 
the main te e is one that '!l c s tor the 1-.,lrag ot supplementary 
1ncoae t , o . up '12 per cn t, on h s1.DJl ot o i ta and d1 v:1dends 
ettect1v em1tted to ons · · resident tl.LJ.["'l.Nli_J_ i e the 
avenge Nllllittance over three yea.rs, fr. 1963 onwards, 1• in excess ot 12 per 
cent ot r s !do c -::>1 r ~ co of the tat ot the rele­
'VU).t proviaiona ot th11 decree law 11 contained in ttaalaent III. A copy 
ot Service Ord • l • IR/1.t,7 re J'd1 the :.. n f this tax 1s also 
attached tt&c n V). &lldf'Qur ~ tbia . 'der make it 
cl.ear that the e4ndn1•trat1on ot the 1a aarriecl 011t y tbe tax autl'ulri• 
tie• and l'lOt the centnl bank. Article VIll apec1t1ea that the tax 1a 
withheld source, while :ln Article a clear dutinction is between 
tbe lemng Of the tu the C trana-.ct1on• both 1 , tems CJt the 
edldm1ter1na autbmi.ty am the tirdng ot the two ope:ratleaa. Tbe aboVe 
would aeem to contira au.r Sate:rpretatims 1n prmou consultatl<>n papers 
wheN we d scribed the sy t v1·t i.. • .. 1 the iaaue tbe:t a po s i e 
multlp curren ract1ce '. It, h , it ahould not poea1ble 
tor the L D.epartment t confirm this vi:.. on the buis ... the intol"Dllltion 
presented 1n tt c n II IV, 1 t would h p!'ul if 1 t could 
1nd1cate ci , what further ill needed to rNOb a c a1on on 
this •tter. 

Attachlaents 



AffACHMllffl 

rrm,, RS'!!!!E! mtem. fRRl!cable to :emol:8\1! 3:Ert. 

Under the prevloua aya....._, 7trtrobru cloaed an "open excbanp 
contract" with the Bank ot Brar.U at the 'beglmlng ot each e&l.emar 
~ tor eat1mated ~nta ot petrole'1111 UlfOl"U tor that 
pen~. Ind:1.Vidul a:cbange contracte tor ac1;ual 1mporta mde clur1ng 
tbl lite ot tbe contract were closed at the ezcbuge rate Pre-va1l.lns 
oo the date the open ccmtract was signed. Pa;yaent egelnat such e.x­
ollange contracts waa 30 per cent eub on the date ot ■hlp11eu:b 
and the balance ot 70 per cent UO ~ trca tbe date ot ■bS.paent. 
!he anc outatuicU.rJg dving the 110 day period vu nbject to 
a 110G1-bl.y cbarae ot l per cent. 



AftACHMP.! II 

Decree lo. If? .313 ot Decmiber T, .959, u aeadecl b.r Law io. 3898 
ot M1Q' 19, 19'1. lll'Pl'Oftlll tbe legul.at6om ......_ lnccae tu, cODtatna 
tbe tollow.lD& ,rov1.11oea regarding pereona ruident abroad. 

l!--is!!L~• !be lncaae ot persons re•14ent or clcaicUed 
abroal fi· ;&Jec\toiuvithbelc1 at the aource., at tba tollori.Dg rate: 

a) At 2' per cent, on 1.nccw received. b7 1nd1v1.dual• or ccwpui• 
rea14ent or dadcUed abroad lnclud.tng the 1nccae deriftd traa exploitaUou 
ot aotioa picturea, an4 lt7 reeidenta of Brull wbo abaent tor more 
than 12 IIODtbal 

b) Inccae rec.1Yed 'by tm toragolng pencna u ro,al.U•• aucb u 
lnccae deriftd trca a;ploitation ot a tnd-.rk or palent or ot llltDl­

tacturl.ns procee■u or tonmlu. 

1'be aboYe provUloaa appq wo to realdenta -1>1"0l4 wbo ran Sn in 
Brull tor lea■ than twelve IIDDthe. l:xcepted traa tbeae prona1on1 are: 
a) ca.d.1aiona pa1cl bl' ap>rten ot national prodllCta to their agents 
&Dl'Ol4• tor Nnicu rendered in that o-,.cl'YJ It) Ccad.as1ona pa:lcl by 
ahiP.fUS CCIIIJIIUM to tbe1r agente abroa4S a) JNttta shown by the 
att.U1at• ot cmJMtDI• 4cllbilecl abroad which are _.. la Brasil tor 
axpu111.or.a ot tbelr 1D4uatl'i&l. pl.ult; d) l'.roftta ftCCm b;r penona 
dad.aUecl 1n Braa1l but vbo are outa1de the com,.tr, tn the aervtca ot 
the lfatlon or tor •tuq. 

!he taxable tnccae froa the exploitation ot toraS.gn aoU.on p1ctve 
t1llu 1• CGllpUted at 30 per cent ot the UIOUllta paS.4, oncUtat, enpl.c,J9d, 
reld.tted., or turned over to proclucen, 41atributora • or 1ntenedi&r1n 
abroad •• 



.. 
AftAClDID'l' III 

lscerpt trCIII Decree Lav 4131 ot lepta):)tr 3, 1962 u .-ended 1:ty Lo Ro. 4390 
ot Auguat 29, 1964 gowr.rd.Dg foreign inveataent u1 ftnano11l Nlld.ttancea abroad. 

8&!:!,<;t! 43. 1he ■Ull ot profit• aa4 d1v1denda effect1~ rad.tted to 
penou and~~•• rN14ent or dcaicUad abroad, :La au'bJect t.i.> eupple­
•ntar.r iacme tu: when the ( anmwl ) average reaittance, ove:r three ye&r11 
bCl,md11g with the ftrlaDc1al year 1963, exceeds 12 per cent OD the capital 
and reinwatmenta reglaterel! in accordance with Artlcl• 3 am 4. 

fu:H!:9h l. the auppl-.n'tu7 tu will be lffied as toll.on: 

lor rad.ttaDcea ot 12 to 15 per cent ot profits on OIIJ)ital 
and re1Dft.ltaelrtl • • • • • • • • • • • • 4o per cent 

ror rlllittance1 ot 15 to 25 per cent 

For real ttancfl abaV'e 25 i:,er cent •• 

•• 

• • 

•• 

•• 

•• 50 per cent 

•• 6o per cent 

~ 2. 1'h1■ aupplaentu7 ta will be dectlacted and collected at 
aOm"oe, en the occuion ot each nmittance that exeeede the 1-bree-year avvage 
retenecl 1io above. 

ff• 44. The ta¥ v1ll be increaaed b7 a:> pez- cent wen MWpMjea are 
ensasi!~\t'Yitiu ot lea• interest to the nat1oul econaQ' becaue ot the 
pl.ace of operation an4 other tactora. 8uch act1vttiel wUl be detined in • 
decree ot the lxecutive, after couul.tat1onv1th the W&t1onal lconad.c Council 
IDl tbe Council ot the StNJC. 

Artiae 42. Bevenu.e trca the ahow1Dg of elwtognphic f'1l.u' except 
"the revenue o£exb1b1tore wbo are not. illl)ol'ten, w1l1 be aubject to dedUct1on 
ot tax at t.be :rate ot 40 per centJ but tile tu:.P&1'er ~ t tor the depoait 
1n the Bu.co 4o Brull in a special account at J.a per cent ot the tax due• 
vblcb ay be applled with tbe authoriRtion ot tbe Cinaa Imuatry lxecutive 
GroUp•GllCDI (aet 111> 11D4er Decree llo. ,o278 ot 11th hbJ'u.117 1961), in 
f'1lll p~on ln BrazU, under the teru ot Decree iro. '106 ot lat Au&u,at, 
1961. 

!D12!:f ,= P.rotit• 4er1Y84 t:raa the la.le ot t1xed UHU, 1ncl.Ud1Dg 
tbe ciulon o righta, when the ovner 18 an iadiTJ.dual or a c<apany resident 
or VS.th head. office abroa4, are aub3ect to tax at tbe re.tu provided tor in 
Artlcl.e IJ3. II 
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E.--::change and Tra,~e Relati 1s 

Dopartme:it 
No. /,<1 Date: 'fiiV"IY 

FROM C.D. Finch,- A.S. Gerstein, and E.W. Robichek 

I SUBJECT I Brazil - Exchange System 

In the report on their recent visit to Brazil, Messrs. Restrepo and 
Daremblum noted that the President of the Central Banlt referred to the use 
of three-month exchange rate guarantees for wheat and petroleum imports to 
prevent frequent adjustments in the exchange rate, as a.re now planned, from 
having a continuous impact on the prices of these products. Apparently, 
the idea is to maintain an excha.nP,e rate for imports of these products that 
would .usually entail a. more appreciated cruzeiro than for other imports. 
It is our view that such procedures constitute multiple currency practices· 
subject to the approval of the Fund. Under the previous arrangement the .ex­
change rate for petroleum imports was fixed for specified periods and a mul­
tiple currency practice a.rose for a limited time after each adjustment in 
the exchange rate. Under a system of frequent rate changes (perhaps as 
often as once a week, if the earlier plans of the Minister of Fina.nee are 
put into effect); special exchanee rate treatment for wheat and petroleum 
would result in -a systematic deviation of these rates from that applicable 
to other foreign transactions! 

. During the Minister of Finance's visit to the Fund next week we 
should take the opportunity to obtain as precise a picture a.s possible of 
the new exch~ge rate system, and in this connection it would be useful to 
enquire about the proposed treatment for petroleum and wheat. If his response 
should indicate that the arrangements cpntemplated would result in multiple 
currency practices, the Minister should be told (1) that such practices are 
subject to -Fund approval, and (2) that it would be difficult to justify ap­
proval, inasmuch as they would entail continuous· subsidization by the Central 
Bank of the consumption of these products while not effectively helping to 
reduce the rate of increase of prices of such products. The Minister may 
contend thatit is not possible to adjust the 'prices of bread and gasoline 
more than once every two to three months, and therefore exchange rate guarantees 
a.re needed. To meet this problem a. more satisfactory solution vould be to set ' 
the prices of these products for a:ny given period to correspond to the average 
expected cost of_ importing the r~quisite raw materials over that period. It 
would therefore appear appropriate to try to persuade the Minister to avoid 
resorting· to exchange. rate arrangements that• give rise to multiple currency 
practices. 

, I 

cc: The Deputy Managing Director 
I 

Mr. Del Canto I 
Mr. Vera 
Mr. Nicoletopoul9s 
Mr. Beza 

' .. 
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Mr. W• F. Hughe~ 

Maria. o. Tyler 

Bilateral ~nts &,p::eement--Bra.zU-,Yu;;osla:vi~ 

October 25 • 1968 

T'.ae following background inf'orma.tion on t.."le :Brazil•Yugonle.via bilateral 
p~nts agreement is subnitted with a. view to preparing plans for possible a.ction 
by the Fund toward ellmina.tion of the agreement. 

On the occasion of the DrazUian Finance Minister's visit to the Fund a.t 
the beginning of September, the Brazilian ott1c1al.s indicated that they envise,aed. 
difficulties in per;lluediM their a.utllor1ties to ,a.band.on the arran:;emant with Yugo­
slavia. unless two specif'ie conditions were met. First Yugosla.v1n.' s bilateral. arrange­
ments with other coffee exporting countries vould elso have to be terminated. Second, 
Brazil would require strong assurances that Yugoslavia. would not entor into net-r 
bilateral. arrangements w1 th othor c;ottee exporting countries. 

Yugoslavia maintains such e.gree:nente with India. and Guinea.; there is 
also a bilateral arrangement between 'a Yugoslav Foreign Trade Organization. ".Inter• 
trade" and the National. Federation of Coffee Growers, which the Yugoslavs claim. is 
not a bihteral agreement, though the Colombians regard it as such. 

Imports of coffee into Yu.gosle.via are admitted und.er quotas which ere 
established in either plzysical quantities (RK) or dirun,3 (DK) . Separate quotas 
are issued for coffee imports t"rom count.ri~e with which settlements are made in 
convi;,rtible currencies end from the bilateral. partners. In order to be meaning­
ful, the elimination of bile.teral peyments ~ts ·with the cof'tee grcx,ri.ng 
countries would, therefore, ha.ve to be followed by a shift of coffee imports to 
the LD system applicable to libercl.ized. imports. · 

During discussions a.t the time of the IMF Annual Meeting, Mr.· Mermolja 
( National Ba.n.lt of Yugoslavia.}--\ noted that the agreement with India was i.q,ortant 
politic~ though plans were being prepared. for altering th.ebasis of settlement; 
He further Ga.id t.i,;at there seemed no particular roa.son for the retention of tho 
agreement with Guinea.. Mr. Me .. 'l"J'.llol.ja. stated., how-ever, that the agreement 'tdth 
Brazil wa.s of' importance to the Yugosle.v econom;v a.nd it vas not easy to soc how 
it could be ft.bOlished. By fa!" the tiost important part of Yugosla:via's coffee 
imports comes from Brazil, tha latter's share in the Yugoslav market having in­
crea.sed. fran 41 per cent in 1963 to 84 per cent in the first half of 1967. Listed 
in ctecreaaing order of importance other suppliers during the first bal£ of 1967 
were Cola:ibia, India., and Guinea. Under tha Brazil-Yugoslav agreenent, Yugoslavia 
htls been a persistent debtor. YUc>t?Oslavi&'s debt ba.l2nce reached $25 million by the 
end of September 1967. During the latter pa.rt of 1967 Brazil sold $14. 5 million 
from the sccuaulated bihtc:ral. bale...vice through switch transactions to European 
banlts a.t an eff'ecti ve discount Di a.round 14 per cent ( vie. co:f':fee guarantee 
notices) . At the end of 1967 Yusosl.e.via's outstanding debit balance in the account 
wao $10 million. . · 



,. 

In view of the fact that the untd111ngness ot Yugosls.via to terminate 
the agreement is direc~ lin'ked to Yu.gosla.via.' s sho~ of foreig11 excl.lar..ge re• 
serves , ru:tion by the Fund toward its elimination mt:cy' prove particularly difficuJ.t. 
This is a hard core agreement, mainly, it would appear, because of dif'ficlilties 
on the Yugoslav side. • As for Brazil, the authorities have stated their willing• 
nf.lss to move tQWard.s tominating the a.green.ant provided they are assured ot non­
discrilni.na.tocy treatment tor their coffee exporte. Obviously the Colombia­
Yugosl.avia. arra.ngemen:t is the mo.st eri tical in this respect; but the agreements 
with Indio. end Guinea. are el.so relovnnt. If' those three agreement, could be 
tormina.ted, e.ccompa.nied by a sllit'I.. to a liberalized system ·. of coffee imports, it 
would seen that Bra.zU 's ex,ort position in Yugoslavia should not be dmllaged., 
since DrazUian coffee suits the Yt2,3oslav demand. for price taste and quality. 
lbi--eover, Brazil would be paid in convertible exchange. · 

' . ' 

On the "Xugoslav side, the :probable consequences of termination 4Q not 
seem favorable. The ·Yugoslav attitude a.t present is that without the agreement 
Yugoslavia would have to pey for coffee with convertible currency and, owing to 
the shortage of reserves that this would 1mpl.y a corresponding reduction in othor 
imports currently bought t'J."om t..lie convertible azea., even though these would be 
likely to be ot' higher priority. It is implicit in this argument, of cO'l!?'se, 
that the sale of bilateral bale.noes by Brazil results in YUGOslav exports to the 
purchasors of these balances that WOt'tl.d. not otherwise ho.va occurred. If, how·over, 
the balances aro in ta.ct U3cl 1n :p~t for YU{.;Oslav. exports that would otherwise 
have been purchased wi,th convertible ciu-rency, then Yugoslavia. docs- not benefit, 
and. the YugoslaY argument ~nst termination becomes s~"1'hat . weaker. Th0 staff 
has no 1nformo.t1on on the cor.ditiona, :1f any, that Yugoslavia. imposes on these 
sales of bal.e.nces ~ Brazil. It should be helptul., therefore, if the next missions 
to the two CQWltries coul.cl. obtain im;ormation on thia matter. If it appears that 
the balances are being used ey "normal" buyers of' YUo~sla.v exports, then the 
star£ ·would be in a strcmger position to argue tha.t Yu,zosla:via is merely fore• 
going convertible currency receipts. Tb.e staff should 31.so explore meDns by 
which the ~~nt w1 th Colanbis can be terminated, since whether Ol' not it 
is a. pteyments agreement in the language of the Fund, it certainly is a ~or 
tmpedimem:; to a termination of the agreement with Brazil. In e:ay event, the 
staff should. continue to urge Yugoslavia to tenr.3.nate the agreements w1 th Guinea 
and India. A ~oint controntatton be-!iween Yugoslavia., ·India• Guinea, and Colombia. 
in September 1968 migh't bri.n:; scne results . . . · 

The main dift:l.cu.t ty facing Yugoslavia in the external s~~to~ is its 
inability to increase sutticiently i ta receipts :rrom. the comrertible area, and 
1 t is this which makes 1 t reluctant to tel'f"'..inate the Brazilia.n agreement, which 
bas prov1ded Yugoslo.vu. with a l~ir-int~rest loe..n over a. long period.. I:f' Yugo-. 
ala.via. can in:q>rove i ta ever-all btlance of pSN1]1ents, thon the problen of term:i..na.­
tion will be eMed.. How-ever, a solution to the balcmce of peyments problem cannot. 
be expected. in the short-term. In the circumsta.."lces, the Brn.zilian-Yugoslav 

•, agreement m,ust be classed as hard core. 



With regard to the short run target, however, Yugoslavia should . be . 
encouraged to raise the sta.naa.rd of performance o'f its exports to Brazil so that 

, the swing margin under the agreement can be g1,ren ~ome degree of reality e.nd 
might then be adequately policed-. 1':ds is a matter ,for tho Yugoslav authorities 
rn.ther than those of Brazil, and should be emphasized ·to the Yueoslavs in the 
cour:Je of the next steff mis'sion in Mu•ch/A:pril, 1969. In this connection, it 
sllould be noted that there ara no impedimenta in the Bro.zilian excba.nge end 
tre.d.e system to imports fro::n Yugosl,e.via. On t..'le contrary, in the pa13t imports 
from blla·teral pcyment agreement countries, incl1.)ding Yugosla.via. enjoyed pre• 
ferenti:al treatment through the exchange oystam.,. and. more rec~ the Central · 

· Bank o-Z Brml bas encouraged inqx,rts t.ran bilateral' countries, including ~ 
sla.via, by ~ng in the financing of such imports. 



.,. ., 
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author1t1•• a.a a nrat atep in the ••tabli•hllll~t of a wider exchallge 
1111rat in Bra.au, under which the banb vO\lld plq an active role .rather 
than •rely beinc the ... nta ot the Central Bank. r. Pereira Lira ex-
pl&:l.nad that the athorisation given to bankl to collect pread.UM on 
to:rward exchange contract• waa dealgMd to lepl1•• a COIIIOD practice• 
b1it tlle mnc:1,al ch11111• 11 that pnaiuu ¥111 baw to be Qei)itied 
ae})U'atel.y 1n such aoatracta. The new requiNMat that buu at111P 
the paas,port or a trawler Wbel:l be obtaina tore1p excbaap al•o re­
pruented the toraaltsatioa ot a practice that bad been quite cOIIIIOD. 

Reterrina to the recent talk.I witb the &tniater ot Fiunce, 
Mr. Beza ■aid that there were some pol.icy queetiou related to the new 
ay9t• that had been rai•ed at that tiM lNt which the M1Di■ter a&id 
cOlll.d be taken up more f\11]¥ dui11& the Aml\l&l Mletina. In part1Clllar, 
he asked the BruU1an ...,.-uentative• tor a clarification ot the ,ol• 
iciea the Government lntenda to pur•u• v:ttb reapect to petroleua import•, 
the ucmuae rate for coffee exporta, and the OJQ'&tiou of the -.nual 
and tutu.re• marketa. To the•• que•tiou, Mr. leNU'a Lira pve the tol• 
lov1111 anawers: tint, with nap,ct to 11,porta ot ,etrolealt, under the 
ayatem ui1tt11g Jl"1or to Aaagut, 1968, Petrobru would cloae an open ex­
challp contract for 90 a...,. Md individual. contraata tor ..-..:l illpOrt■ 
ll&de dv1n.c tbe lite ot tbe contract vow..d be pa14 ~ ta ~ tt Jrnail-
1ng on the date the open contract waa •lped. ,.,_.t tw ,etnleum ia• 
port■ wae made 30 per ce.a.t ca.ab on the date ot '1Mt oorrea,-U. .. 1lliJ11111nt 
aQ4 the balal:lce ot 70 per cent waa pald 110 ~ frca tbe date of 1h1p.. 
•nt. The out1taad1Da 'balance dvinc the UO daJ8 wu 1\lb.jeet to a aonth-
11 ch&rp ot l per cent. Under the new 17at•, worked out in connection 
¥1th the new_ uchup rate poliq, the rate tor petroleua illporta will 
■till 'be fixed at the ti• the open contract tor e1tillated petroleua re• 
quil'eant1 1a 1igned by Pnrowu,, but the tiM period ot the contract ia 
to be extended to 1.20 48¥8. Individual uchup contract• tor actual 111-
porta ot pe\roleu dariq any euch "nod will coatim&e to 'be entered into 
at the exobanp rate Jl'h'ailina at the 'Nginning or the ,v1o4. Mor.over, 
no cub pay1111nt will be required at the time ot ahiJllllnt and the oiblip• 
tion tor the tull Yal.ue of iJIIOrta vill fall du.e 110 da¥• troa the date 
ot ■hiJllltnt. Fwtrobru will be ehu' ... 2 per eent a -,.a.th on tbe aowit 
ot euh contract trc:a the date ot 1111,_., until final papant i• ll8de 
( thia oharp ta approdately eq\11 ftlent to the forward pr..S.1111 cvrentl.y 
cbU'pd. 'b7 banka and 11 1n addition to the intere■t rate levied 'by foreign 
av.»Pliera ot 011 who nonally ext.end credit tor 110 daya). 

The atatt npreeentativee 8XPl"••eed their concern with re.q,ect 
to the poa■1ble loa1e1 that t-be Central Bank COllld incur u a coneequ.enoe 
of the petrolna p11cy outlined and alao with n-,ect to tbe d1tterent1al 
treatment tor ·oleua u acatut other 111,forte. Mr. Fereira Lil"& replied 
that pricing JOl.icy tor ,-trol•• produeta would be dea1pad to avoid loaaea 
ud that the f'11wlc1al charp on ,etrol•• contract• would be adjuated so 







' 
' -' -

-..... ...... on vbatbtr the 111.aioa 
wouJ.4 'be ,-..n,m,rt_ h."'U'!tCU1,i.Wl B0U'd OD tlle ft• 
al&lt. t l'fflav, 1tatt a plied tbat thia voul4 be 
decldect after the ld.NlOII bu ntUl"lle4 \O Wublapoa, wt '- ant1o1,-te4 
that auob a o WULLu..& neceAary •414 t preM11t the 
qUAtit&tiW frOll'll1ll t firat 9. 

STJeza/JReatrepo:nar 
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~}; Office Memorandum 
~l"4n"l 1 · 

TO : . ' The . Managing Director 
. . 

FROM ~- C.D. Finch,- A.S. Gerstein, and E.W. Robichek 

' · suBJliCT ·i _B_r_a;,;;;z;,;;;i-l __ E_x;.;;c_h=e.n;;.;;.g.._e.;c....S..,y.._s;;.t.;.e_m_ 

· DATE, August 30, 1968 

In the report on their recent visit to Brazil, Messrs. Restrepo and 
Daremblum noted that the President of the Central Bank referred to the use 
of three-month exchange rate guarantees for wheat and petroleum imports to 
prevent :frequent adjustments in the exchange rate, as are now planned, :from 
having a continuous impact on the prices of these products. Apparently, 
the idea is to maintain an exchange rate for imports of these products that 
would .usually entail a more appreciated cruzeiro than for other imports. 
It is our view that such procedures constitute multiple currency practices· 
subject to the approval of the F'und. Under· the previous arrangement the · ex­
change rate for petroleum imports was· fixed• for specified periods and a mul­
tiple currency practice arose for a limited time after each adjustment in 
the exchange rate. Under a system of frequent rate changes (perhaps as 
o:rten as once a week, if the earlier plans of the Minister of Finance are 
put into effect); special exchange rate treatment for wheat and petroleum 
would result in- -a systematic deviation of these rates from that applicable 
to other foreign transactions. 

- During the Minister of Finance's visit to the Fund next week we 
should take the opportunity to obtain as precise a picture as possible of 
the new exchange rate system, and in this connection it would be useful to 
enquire about the proposed treatment for petroleum and wheat. If his response 
should indicate that the arrangements cpntemplated would result in multiple 
currency practices, the Minister should be told (l) that such practices are 
subject to -Fund approval: and (2) that it would be difficult to justify ap-

_ proval, inasmuch as they would entail continuous· subsidization' by the Central 
Bank of the consumption of these products while not effectively helpin·g to · 

· reduce the rate of increase of prices of such products. The Minister may 
·· contend thatit is not possible to adjust the ·prices of bread and gasoline 

more than once every two to three months, and therefore exchange rate guarantees 
are needed. To meet this problem a more satisfactory solution would be to set ' 
the prices of these products for M.Y' g!ven period to correspond to the average 
expected cost of importing the requisite raw mat~rials over that period. It 
would therefore appear appropriate to try to persuade t~e Minister to avoid 
'resorting to exchange- rate arrangements that, give rise to multiple currency 
practices. . · 

cc: The Deputy Managing Director 
Mr. Del Canto ' · 
Mr. Vera 

~ Mr. Nicoletopoul9a 
Mr. : Beza 
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C • l>avcl -'inch 
o. ?U.cole'liOPcul.os 

..:."C?: Your rcquoot f~ a.."l G~ 13sucz \n"'.icll \.10Uld a.rise 1.-, 
"a ., ,., ,.. "'l ... - -;, ... ~ .., ♦ , 4 

· ... .. trcmi. 

(c.) t:bo Gpe(?ial CJ.Ta. 

t'o.co.£en Supplia"J 

(b) ~~ ~~..si~u of t!le ~!to ~tt-~iro Law, 

UCO of: -""'_ ... .......... 



.. -

(c) tho a:dnterMICO 'rq ~ cZ bila.'tonll ~s 

~ with ~ ~ ~:r cauntriea, . 

creoee, Icelsrii, Israel• m::d. YUGOOlc,via. 

In. addition, a detail.cd up-to-a_::. ... .. •oviow of BrQZU • s ~e ~ 

tnla.e ~ would MVQ • - ba ~- 'to CW~ wilc"Gllel.• eJrJ other px'aC• 

cula.r, the tall.o.ri.D3 mc.t-• -~= t , .. ~ :."' ·- -· .. ·e i'w.'tber exemoation: 

(a) It would. be nGCIZ!iJSr'!"J w ascol"tsin ~,wtbel .. tl'.:la au.tb':>rltiee 

take .reaeon.,wl.G ..... .:.....:... ·'° c .. ..-. ~ tllat all spot ~e 

tnmzacti~ (othe~ ·., ,... -~.~:Jc m.mt:loood c.1JOW) ~ with 

tm provisions oZ AI--.. -cl.c .1..V, Section 3 (i) cf tho Articl.ea 

auch ~ transa.crdona are within a1e per cant oZ ~ 

ot.t"iciw. quotations, ... .c., uaumins t.lwy Uui tllG 00twll. 

~ uaed to achieve this result. In tbi8 connsc­

tion, it ~ be nacenSa17 to bo.w t10re infoimatioo tlDll 

ia nao1 the c.:we on tb:l opemtione ot tho oomid market &od. 

al.ao ou tl.10 wo.r~ 0: thG prov.1.siona of BeGolution f of 

J'ul.y J.5, 1968, . 

(b) It WC'.ild WO bo oo~se.ry to r.t:J.ir..o mire that other proviciom 

rel.a~ to ¢U.~~ ~"mGnts am their Otlw.niDtraticn do 

~t result ia restrictions en 01 .. undae ~ in tlJe mking 

o:t· ~ ~ t:L'a.:~:.::ers for C".u".font intQj."'natiOIW. trans• 

actions. In th1o co~~on the FwYl need.a to be c.ssuro;1, 

o.r.lor.£: other• th.:::. 



(1) the ~~ t\Ut..~ties • 1n op,plyi~ their 

ccpitol controls, do not restrict ~ 

vhteh would be !.dentiftod a., C'l.'!rl"'ent. within 

tho~ at .t'..?'ticl.e XIX (1) of tho Articleo 

c,t ~-

(11) DOX'l'llQl ~ial practices ere pen:d.tted 

with ~ to ad.va.nce ~ tor !mportsJ 

(111) the prov1$10M ~ ~stmtion or the L.'L.i'"'TA 

~t:ton ~anf'A c:l.o not give rico to 

restr..tct::~m:, on cu.~nt pe~s and tramt"ers., 
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Mr. Iatka 

I. Walter Boblcbek 
c. Davicl ftnch 

Brp4Jfan lacbange Replationa 

Ve re!'er to the cable ot Augut ~, 1968 fJtal the Pre11dent ot tbe 

Centnl. Bank ot Bna1l o+ m1 •t1ns the tat ot solution 98. 1'be J"Molu-

ti.GD 1Dtro4UCN the ~t tbat record ta :pu•)'Ol"tl or other 

travel cloc1Wllte the date w amount• ot tONtsn ac>wnp •old to trawler• 

tor the purpoae ot wurlns cc:wp:Uano• with the Um1t d $1,000 utabliahed 

ln Central Buk Reaalutlca 81t, We vm1.d. l1ke to be intOl'llld. vbethff the 

Contral Bank will conUnue to autbori&e 1ale1 ot exobanga to tra'ftl.era 1n 

exceaa of tl,.,000 tor bona tide travel a:penna. 

SBezajMO'l'y'ler; vh 
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.· SEC-49,478 
Translated by C.Ernst 
Reviewed by B.M,Popescu 
106602 . 

•. · BANCENT~L RIO--PRESI/nrrm"D WASHINGTON 8j26/68 N68/917 
. . 

FOR ALEXANDRE KAFKA Orig: WHD 

· FOR JORGE DEL CAl'l"rO 

I INFORM. YOU CENTRAL BANK ACCORDANCE DECISION NATIONAL 

MONETARY COUNCIL MEETING AUGUST 24 ISSUED RESOLUTION1 

NO. 98 WORDED AS FOLLO'ITS: 

''WHEN SELLrnG FOREIGN EXCHANGE TO MEET PERSONAL 

EXPENSES OF TRAVELERS, BANKS MUST NOTE IN TrlE PASSPORTS 

OR DOCUMENTS SERVING IN LIEU THEREOF THE AMOUNT AND THE 

DATE OF THE OPERATIO~, FOR PURPOSES OF OBSERVING THE LDUT 

OF U.S . DOLIARS fJ.,000? AL"IOUNT GARBLE]27 (THOUSAND DOLIARS) 

OR THE EQ.UIVAIENT :m OTHER ClfrlRENCIES ESTABLISHED IN ITEM III 

OF CENTRAL BANK RESOLUTION NO ._ 84 OF JANUARY .3 , 1968". 

COPIES SAID RESOLUTION FOLLOtl VIA AJ.R MAIL. 

CORDIALLY 

cc: Mr. Kafka 
MD 

· DMD 
LEG 

En'R 

,•·. 
ERNANE GALVEAS 
PRESIDENT BAMCENTRAL 

. . 

A\JG21 \9oS . 
._u1 

Att;E & 'flliE 
,fPAl~~~l 

l .. 
Received in Cable Room 

August 26, 1968 
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Mr. Nicolet~ 

c. Ds.vl.d 1'~ 

Brnz:1.l pyl".d Article \'III 

. _ o::lOn.J tho J:Jain issww th ... :-:. "0-
-:: ~---=- ~orly tmnn.ol. ::. ;,. ~ ..... .:.,. c;J .• .· , co~·trocts tar petrolou,m =~ _ ..., ..;. 

· - · · in •·•· - • · '. · · ..... , .. o,.., .. ," .... -~....., r.n~"" ,..,.. • · --...... - ....... - 411 .:,.• - -c.,.. • - · .. i... "' -._,., u ~ ~•w• ~ ~., ...........,_ · 
_ "'., .. -- ,'.;. o£ 1)0troleun ....!! "" •• x..--c1··•:...r ...1. petl'ol.OUQ products p;;rov.L ...... :.,._._, 

.p n,..,.,..,,,,,.. eoor ·' ,: ,..., , •r-. •. ., -......t.'* ..,.e. .,A,.,, '1,,.,,....,4.,..,,e.,...,.. o•-' • 
'"""' 4..,..,. v~• • 1 ~ ... ,.... ~ • ...~ ;.1.......,. "'._"" u.-eic:v...u ._,,.1., W4\;l ...,._,~~ tit - •-

• ;.,·· ,. •,.. ··• to~ ootLV ''.J of ouch in\1orta dQ"inc; t."1.a.t 
-·'--v.idusl c: h=--·-' s L-·c. · .. • J• .... :._ ... : _ for o.ctuo.l ~ :..:.: .. ---

:.- J'G31)ect1ve _11.:"'..:.·!...:..:.· u:.9 to 'i. .- .,. llativo w.luo of ···_._, e;.;..,... co~·----··;~ 
..... I;.,. • ~.; r~ ~ prc-r · ;_ .. C:~ -:~~ - .;,:,. .. the closin3 ot tb.e OllOll co:rw.~t 

,.. · ,_ ...... .anee u1 tu too f'ollow10G _:... -~ _:::::...~ a::. .. ~~~..nto prov:1<100 by the · · · 
30 :..~ ... .: cent of the ~..:.. ... :. ~· a cL-'.:.. J . ··· bas to be paS4 ei~it ·.,...,_•.;:t• 

• ~ -. ., _. il1,;,,.:,;~; ~18 \i'Colr:. in *.icb the Ghi~ bw tn!'Wll pl.aco, end --...: ~ 
..:.! • .., 'tv :.. --~ c,;;.. .. 110 iJ.~J ... ai'l~cr -C... 3 , :iA) of shipnantJ fo~ imports of 

tr,,., .;;; :ra:tz'4:nina 10 per cru'l·~ io to be paid 140 ~ after the &.to 
.. • ~.u:. - .:-.a-: of ~ ~ ·u ch3:r. _ ... , • 1..'i'ltorcst 1"D.te ot 1 par cont n 

.o ·:. .... ·· .- bal.anco outota.r~.c t..._:;_._, tho 110 &wa or 140 &cya 6 rcspcc• 
r.5:.: 1 • In tt:.a ~t, tll:is pr ... _ctico lloo :,; ..... ~-:i. dcacr-l'bed in our coooultation 

· en ~ tl".o.t "tXiV Giw .. "1ao to multiple r&to.llt 1.0.1> in 
-Lo ~i£le:l too ~ rote ia adjusted,. 

In o&U.tion to too points i~ecl in tl10 attached. draft we tdch 
·..v ... ?J ., e.ttcnt1on to tho provision conbined in the "Profits ~t~e 
• _ / 1 for the l~ o:f a euppl~1t.tu.-y incCQC ta:: on re:ii.ttancea ot profi ta 
-·- ::.,,::, c.~ f:rcm fore1zn 1nwz.rtamto if', on a. tbreo-yoar a~e 0001.os 

~u:.::. rcm.t~ excood l.2 »sr eont of the rei;istere:l ca,...">ital and ~t-

: ~ :.... .r..: . .. l 10 a. ccw of the eoction an tho Excbanaa c.."'ld. ~e System 
- ·· :-; la:)t COWlulto.tiona ~ on Di.-ozil (SM/$/71)91 Zoo l'cl.evant ~ca 
~ .:...: ·- · . .-~:: .. rniood alxrro c.ro P!>• 71 w'ld So. Mr~ Y.2flca ~scd e wish 

·. recoiw our note ~✓ th@ e.".d of too war;, · 
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i~. f.a.ftn 

C • Dov:Ui F1n:h 
\:e 1il.C01.e6~~ 
F,. Vara. 
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0~3X 

Your ro:r~~ tor on ou:'"1.1r..o c: ~ . .,.:. :J tf.l!.cb would n..""izo 1n 
s~ mtb a p.?..:lsi1ll.e m:'FJO b;, n~n~ t(? Ar~-tcl:; vm. 

0.1 tllo. 'tcl.'J:13 of. the :~::..?..., ~--' ·• 1 ..... ~ ...... L~ble to w · tho r~~---
O..."C tbs ~ practices in :....._ ..:. •a , .. ~:" ":-1 \ ·: ·oo cl.imlnzt'l 
nea:1 to bo C<.- .:.~-"'Cd it -~~.2. { ___ ._. \. :_ ,;"J to ~cl 

(b) ~in ~"OV1c1er..o ot ··.::.:i :--: :.:1.1 • r -· ·-~-- • .., tar, ,ii.z. t.\lO 
1i:m.to.t1cn en zcoi:"~ of :::, • .:::-::; . ., t> 1".Ql" coot ~ , ..:....":! 
,....--. re .. ~~ .. , .. ~~1 ~)-~ \l :1 _::~~.::·t.-~ 4 n, ~~ J ~:~ ... . • :-: .• o: ! _ _,.,_ ... ·j r: 
GOMCOO f'Ol' ~.f C .• :-_, ' -.::. ~ . - • ~ .. ::ci;.lii:d.tico -. . .. 
r ..... ·_-: :i for t!.10 we c~ ix:.:-,~ ... n-_: \·.·::... -- .. ~ ur.:::.cr t J(~~w ~., 
~~J ,. ~ 

( c.) ~ . 
(4) tbo ~ by ~~il al: :..a_u:;_,~.,;·! ~G ~~ ... 
~ Fim'l ~ ~~os, :::_--:: t · ~"O, lccl..:m.'lt Isrooll 
~via. . 

In eddi~. a~ ·- -<:. ~.:: . .-~') t'C"-.l1.o--.1 of ~•s c:~~ ""' ..... ~ 
~~ r.wstca W!}uld b.."'W to ba =• •,J tG ;: .. "nlf 1.> •:';".::, ~ Q'--..bJr : • ~ , 
Cicl.ot t.1:la.t ffllW at'£e¢t e ps1bla mVtl -w. h.,_ . 2.::1 vm. 1n ~~i., . ...:i 
fQllo-.-J1ce tatters ~..:14 rcq· ro ;:. .. ..::.. ..__,-::2- c.. .• :~:,::. :on: 

A, > J 

O~:JX 
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(U) 

(111) 

the . of. •. ....._ ....... ,.,. ncecoo• •- . 

~ 
·c. 

cil.'·-
Qf 
ct~ · .".: ... ::..,v· 

J.l-.-. ·-.-:,~. 
~ .4 

(b) lt wul4 t,a ~~":/ ·.; 1;$ ... ~~ ..: ._,., ~ . ~- . regn-_. •. -: 
( .. ,• . .-~ ~ t..~t. 1n t'l(3 - , c . ,.. , -: ~ : _,.. •. ~ .. ; the l~ ' : c ~ " . 
~ fer;> ttlo1r ~ -t cwt · - · " : a. clau.3Q ~ · 
·-- ~. · .: · :.•t of tho r. :, : . be c··. •• ...... ~:: · "' :: . • e. :: . "..., of' tho Bra.......t :i 
f'E o: too tJsa ct too ~ coan~3• 

(c) It W01Jld. also m-ve to bo . to $'.!l:'e •. V r •• ~ ~ODS :..•,'l:._ _ _;,_:_ ; 
to c l · ..,i· .• _: ~ ~ - ., ~ n!" ;. • ·•. ·.r ~, · . · :· · ,1.tion en not ~t !n rc­
ti:trict;iono 0:n. or ~ · ·· d.~ in ,, ... . : ~ ~ · at ~ sni ":. - _ c.c:. 
f-ar Q"tno';.•OtJt ~~ t?'a&Vl~. -:a-m, tbo Ftw..l ,~ nool 
tobee:ssu...~~ 

(1) t.11e ~ s,:",....~tie$, :tn . :.. : ·'ina thQlr Cll:r,1tal 
ce: . .ntrois, do mt .. ·•:.:·. ::,~ ·• , .... -::::: .~ .....e1e..'1 ~ oo 
id,~~ v.e c-J.t.,= -.;, :·.- ,.. ..;. .~ ·-~ or Art1cle 
XlX (1) r,f t.:.~ Art1cl.e:i of " -:;.. .. ::..-:~ . '.. t ni"'ld 

(11) ttw ~iono rul1 ~Uoo r:£ tl» W"J!~ C(Qo­
~t1.iz .:...::,.:;;~ ::..~·- • do nat r·· ;e !'13e to restrii,tims 
on co~ ~ta c.r:d • . ~- ... -::~ 

<ZtJ.coletqpJ'J.os/~J.er/vn 

Ad0.J 
o~:,x 
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JUH ,, 1966 

Dear Mn. Potter: 

.u pna1H4, I have natl tbe clnn paper OD BnaU and alao g&ft it W 
a colJ.eacu vbo 1a 1D abarge ~ tbe Dlvi■lon 1n our Weaten Hlld.tphere J>e ... 
partaat., wblch woru on tl:lat 00Ulltl7. We realize 4ratt 1• very •cb 
an early vvaloo and wUl be NViHCl and minded t , even a1l.ow1»a tor that 
aa4 tor the tact tbat aMltional illtOJ'lllltion 11 IINld, ,,. do not find it at 
all or ...._te. QQ!' oaaenu are iDf'omal Ul4 an ... ta-4 to 'be 
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Office Memorandum 

TO 

FROM 

SUBJliCT I 

Mr. Familton J'l /J-. 
s. T, Beza J J{ '-' __./ 
GATT Consultation with Brazil 

DATE, June l, 1968 

I am returning herewith the draft report prepared by the GATT 
secretariat for the forthcoming consultation with Brazil under Article 
XVIII:B. 

As I told you over the telephone, I found the report to be 
incredibly poor, and I do not believe that i~ serves the purpose of helping 
the GATT to conduct its new-style consultations with certain members. 

While the report is inadequate throughout, there are three major 
weaknesses or shortcomings I would draw to your attention. \"(l) The sections 
of the report on import replacement and industrialization are both too general 
and analytically weak. If these sections are to be retained, a much more 
exhaustive investigation of the period under consideration would be required. 
( 2) The draft re:pol¢ treats the various development plans formulated in 
Brazil much more seriously than any of the Brazilian officials I have met; in 
Brazil, new plans are written and old plans are discarded faster than performance 
under such plans can be assessed. Finally, the report does not contain the 
latest development in this field, which is the formulation of a public sector 

·A- I investment program for the three-year period 1968-70. To sum up, I question _ 
the utility of a section on development planning in the GATI' report. (3) I 
did not find the product-by-product report projections for 1971 to be 
convincing, since they are based on what seem to be wild guesses as to 
prospective volume and prices. A more fruitful approach would be to identify 
the areas in which Brazil's potential for export expansion is high, and then 
to examine the external impediments (if any) that may interfere with such 
growth. Indeed, I was under the impression that the approach I have just 
suggested is what the new-style consultation is supposed to be about. " 
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BRAZIL - CONSULTATION UNDER w~~:r: A 11, \ 
U't,v. J 1t ' ~ 

1. The consultation with Brazil in 196~f will. ta.ks place in accordance with the 

expanded arrangements for -consultations ~ith developing ·countries agreed upon 

by the CONTRACTING PARTIES at their twenty-fourt~ ·session (L/2943). These con­

sultations will fall within the scope of the existing -procedures.,. but particular 

emphasis will be given to those elements in the procedures relating to the 

export sector of the country being consulted. 

2. The normal country documentation in connexion with Article XVIII:B consul­

tations, including that provided by the International Monetary Fund, will be 

circulated in due course. In addition, because of the new emphasis in the 

consultations with developing countries, a further document on Brazil is being 

prepared by the GATT secretariat. A preliminary draft of this document is 

attached. 

J. Certain information which is not available to the GATT secretariat still 

requires to be provided if the document is to serve its purpose of focussing 

attention inter alia on those products of present and potential export interest 

to Brazil. The commodity notes in Section V which refer to these products need 

to be expanded and it is hoped that Brazil and its main trading partners will 

help to provide the necessary additional information. Among the points on which 

information is still needed for incorporation in Section V are particularly the 

following: 

(a) Commodity notes on additional export products, especially manufactures; 

(b) an indication of plans for future production, and availabilities for 

exports in the case of relevant commodities in Section V; 

(c) prospects for increased exports especially to LAFTA; 

(d) main obstacles in importing countries impeding increased exports to 

those markets from Brazil (specify obstacles under relevant 

commodities in Section V) . 
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4. As the new emphasis is on ways and means of increasing the consul ting 

country's export earnings, and on the steps which that country and its trading 

partners might take so as to facilitate such an increase, the information 

provided should preferably have this orientation. 

5. To be of use on present plans concerning timing of the consultations, 

additional information on Brazil's exports should be in the secretariat's 

hands by the end of April. 

:, . 
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BACKGROUND MATERIAL FOR ARTICLE XVIII:B 

.. Consultation with Brazil . ' . . .. . ' 

··.·:. INTRODUCTION 

The Braz~1;~·:·e~~n~~y-, experi~nced a remarkably rapid expansion of domestic 

production during the post-war period. While industrialization in previous .­

periods had be~n spasmodic, develop~ent ·bi. the post-war period has been 
. . 

character~~~d by a determined effort to alter drastically the structure of the 

Brazilian economy, based on the realization that the country co~d not exi°>ect 

to achieve a high rate of growth by depending mainly upon the ~xports of primary 

commodities. The nineteen fifties were marked by rapidly increasing import 

substitution, stagnating exports, and towards the end of the period, · by the 
. . ~··. . 

special stimuli created by the construction of Brazilia. · Inflation during the 

period fluctuated ?~t~een 14 and 26 per cent per annum .. The balance of payments 

showed a deficit in the current account practically every year from 1951 

onwards - small surpluses were achieved in 1953 and 1956. During the 1950~52 

period, th_e __ deficits were caused ma.inly by the doubling of imports and, in ·order 

to reduce the rate of gro~h of imports, the. Government gave special incentives 

to entrepreneurs _so as to increase the production of commodities important for 

do~~stic demand. · Th~ cruz.ei.ro was devalued and this led to a rise in prices of 

imports relative to prices of domestically produced goods, thus stimulating the 

rapid growth of· industrial -output. 

The year 1961 marked the end of this period of rapid industrializ~tion~ 
\ . .. ..... 

which was· aharacterized at the same time by neglect of the-· rion-indust;:i.if sectors. 

Brazii ';e~ched in this year one of· its highest real growth :rates of gross 
. •• .. :: . ~ • .' • I • , .~•:· • • 

do!J16stic product: . 7_.? per cent. ·· However, the high rate· of inflation and -the 

sectoral imbal~ce~ 'which had developed were such that dra~tic reforms had "become 

.. , .. 
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necessary. The real growth rate· oi· gros;···domestic product declined to 3. 7 per ,; • 

cent in 1962 and 2.1 per cent in 1963 while, at -the same time, the rate of 

inflation climbed to 50 per cent in .~9~2 . . and 80 per cent in 1963. When a new 

government came into power in early 1964, a set of economic reforms for the 

restoration of price stability and the abolition of the distortions in the 

economy was introduced. The countryis infra-structure, particularly electric 

power, railroads and telecommunications, had suffered heavily from inadequate 

pricing policies.1 As a result of the new policies, these enterprises could 

generate at least part of the urgently needed fi.:tlance for improvements and 

expansion. The Federal Government moved from negative current account savings 
~ -ta.-yH'l"(.tt,.-

and a cash deficit~ excess o.04 per cent of gross national product in the 
fl. . 

early 1960's to a substantial current account surplus and a cash deficit of 

less than 1.5 per cent of gross national product. These and other measures -

particularly the debt rescheduling agreement with major creditor countries in 

1964 - helped restore Brazil's international credit standing. Furthermore, 

substantial improvements resulted from the rise in coffee prices, the relaxation 

9f export controls on other agricultural products and the correction of the over­

valuation of th_e currency which helped exports of manufactures to expand and 
• , 

resulted in sizeable overall export increases, and favourable current account 

balances from 1964 to 1966. 

In March 1967 the Government stated its intention of continuing the same 

general stabilization policies. The economy went through a recession in 

industrial production at the beginning of the year and the Government's main 

concern consisted in stimulating output by tax reductions, increasing the coffee 

support price, and eas:µig credit to the private sector. The economy responded 

favourably to these policies and in the second half of 1967 the Government took 

steps to tighten up Federal public expenditures in order to achieve a surplus 

of aggregate revenue over aggregate expendit:ures. This goal could not be 

achieved and budget over-expenditure, particularly for road, rail and 

1Eecause of the rigid Government law concerning public utility rates, a 
price could only be charged so as to assure a profit of no more than 10 per cent 
of the historical value of the investment. In an inflationary environment, this 
obviously caused real profits to be very low, if not non-existent, and invest-

1 ment was thus neglected • ..___ 
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communication projects, amounted to 1.2 milliard new cruzeiros. However, the 

projected 5 per cent rate of growth of gross national product for 1967 was 

reached and the rate of inflation was reduced to 24.5 per cent per annum, which 

is the lowest rate since 1960. Bu~, partly as a result of the more liberal 

import policy, imports rose in 1967 far more than expected and a deficit in 

visible trade of about $:100 million, the worst deficit since 196.3, occurred. 

This led to an overall payments deficit in 1967. In order to help correct ·this 

situation, the new cruzeiro, which stood after the February 1967 devaluation at 

a parity of 2. 70 to -the United States dollar, was devaluh,_~d again by 15 per 

cent on 28 December 1967 to J.20 to the United States dollar. 

I. IMPORT REPLACEMENT DEVELOPMEJ.~TS IN THE 1950 1S 

The Brazilian economy experienced a high rate of real growth during the 

post-war period ending in 1961. Real gross national product grew at an average 

annual rate of 5 per cent. A large part of this growth is to be attributed to 

industrialization policies; while the real product between 1947 and 1961 rose 

by 128 per cent, the real agricultural product went up by only 87 per cent, 

whereas the real industrial product increased by 262 per cent. The industrial 

sector was, therefore, the key element in this development . Although Brazil's 

·gross national product was expanding rapidly during the period under consideration, 

world exports of Brazil's main export products showed a sluggish rate of growth -

the highest rate of growth of J.8 per cent was attained by sugar, the lowest 

of 2. 2 per cent by coffee - while prices of these products constantly declined 

after 1953, with the result that the share of exports declined from 14 to 

7.9-per cent of gross national product; under the impact of import substitution 

development that of imports declined in the same period from 15.J to 8.5 per 

cent .1 Investments necessarily had a high import content and the investment 

proporti?n-was therefore correlated with the balance- of- payments deficits . 

During the latter part of the period, the investment coefficient was maintained 

by a substantial inflow of private foreign capital. 

1Are these growth rates of world or Brazilian exports? We need both. 
Balance of paragraph should be expanded. 
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It appears that the beginning of Brazil's ·industrialization drive can be 

regarded as the consequence of measures for dealing with balance-of-payments 

difficulties and that these measures gradually became conscious instruments for 

the active promotion of industrialization. It is therefore necessary to look 

very briefly into the exchange policies used during the early post-war period. 

1. The system of import 1~~ensing 

The exchange policies consisted initially of a thorough system of import 

licensing_ by which the demand for import goods was kept in check so that the 

balance of payments could be more or less equi+ibrated. But it seems that these 

policies actually had a hindering effect on industrialization since the quotas 

of foreign exchange received by importers were based on the ·importer's volume of 

transactions before the introduction of the licensing system; the particular 

import needs of new developing industries were thus not taken into account. 

Under-utilization of new industrial capacity resulted. 

2. Multiple exchange rate system 1953-57 

The multiple exchange rate system adopted after 1953 introduced more 

flexibility to the system. The earnings of certain exports which the Government -wanted to stimulate were partially or totally allowed to be sold into the free 

market and imports were classified according to categories, depending upon the 

degree of their essentiality, with each category receiving a different exchange 

rate. The effects of the previously over-valued exchange rate on trade and 

development were thus softened, and progress was made in the direction of 

currency devaluation in the light of the continuing domestic inflation. 

"l_ However, this system tended to give protection to the development of industries 

L without regard to their relative importance.1 

The character of the exchange system changed in the mid-1950's. From then 

onwards, it was no longer regarded merely as an instrument for dealing with 

balance-of-payments difficulties, but it became a concrete means for the active 

1Include more on Latin American experience with multiple rate systems? 
IMF material available? 

..: . 
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promotion ~f -tfle industrialization of the country. This was ·reflected among 

others by such new measures ·as the Tariff Law, SUMOC :Instruction llJ, and the 
. . 

revival ot the Law of Similars. The Tariff Law of 1957 was introduced to protect 

sufficiently newly-stimulated industries complementary to SUMOC Instruction llJ 

of 1955 which enabled foreign investors to import capital equipment with which 

they could assume cruzeiro capital participation in the enterprises in which 

the equipment was to be used. The tariffs, as a protection for the growing 
. . . 

domestic industry, were raised substantially. Furthermore, goods which were 
.• 

already supplied by domestic industry could only be imported via the "special 

category11 of commodities under which the price of foreign exchange would rise 

as high as twice or three times as much as the value in other categories. 

Favoured industries, on the other hand, were allowed to import necessary 

equipment and raw materials at the 11 gambio de gusto", the strongly subsidized 

rate . .. . .. , ., . '; .. . . 

· ' These measures were supplemented ·by ·the Law of Similars. This Law, dating 

back.to the "Register of Similar Products" in 1911, permitted Brazilian 

producers desiring protection to apply for the r egistration of the goods they 

were producing. or intended to produce. · .. This procedure became, during the l950 1s, 

the basis for broad. tariff protection and for classification of products in a 

multiple foreign exchange rate system. The Law is still used for the application 

.-0£. .. various kinds .of protection for goods produced domestically which are similar 

in nature to those imported. The Law of Similars acted therefore as a powerful 

.incentive. for trading firms and particularly foreign ones, to switch their 

operations from importing to assembly, or from ass~mbly to full production. It 
•• ·:·•· , • .. • :. • J 

also stimulated domestic capital into setting up supplying firms and it there-

fore appears to have encouraged a substantial amount of vertical •integration 

either witliin fi~ or within the: country~ As an overall result of this develop-

\ ment, as mentioned earlier, imports declined from 15.J to 8. 5 per cent of gross 

national product between 1947 and 1962. The commodity structure of imports 

r eveal ed furthermore that an important decline in the share of proces~ed goods 

l · took place. A large share of the increased proportion of raw materials consisted 

of goods not available in sufficient quantities (such as petroleum) and of great 

importance to new industries . 
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which were most stimulated by the import substitution 

with high backward and forward linkages and high-income 
. 1 

was most strongly the case in the automobile industry. 

Other industries in this category are the chemical industry, especially 

petroleum products, the machinery industry, the electrical industry, iron, 

steel and other basic metal production, and paper and paper product industries. 

The food and textile industries, have in general, lower income and population 

elasticities . Their changes in the share of value added and in import sub­

stitution were therefore low. But the overall picture emerging from these 

developments is that, as a result of the simultaneous growth of industries 

which are to a great extent each others customers, a remarkably balanced 

industrial growth resulted . Industry thus became in a relatively short time 

the principal contributor to the gross domestic product. 

II. INDUSTRIALIZATION AND THE RISING IMBALANCE IN THE BRAZILliN ECONOMY 

The remarkable development that has taken place in Brazil's industrial 

sector during the 1950 1 s was not shared by other sectors of the economy. 

Imbalances were already inherent in the economy at the beginning of the period 

under consideration. However, the rapid growth of industrial production had 

the tendency to intensify the situation. The areas mostly affected by the 

unequal growth were infra-structure facilities, the requirements for trained 

manpower and the lack of training facilities, imbal ances between agricultural 

production and the requirements of the rapidly growing population and 

imbalances between various reg\ons. In brief, these problems are as follows: 

1. Infra-structure facilities 

The electric power facilities are one of the most important infra-structure 

prer equisites for industrialization. Brazil has suffered from acute power 

shortages which were not without pffect on the growth of the manufacturing 

industry. While manufacturing production rose by 200 per cent between 1949 

1In the United States, for example, the automobile industry became by 1938 
the largest consumer of output of the following industri es, absorbing the stated 
percentages of production: gasoline 90 per cent, rubber 80 per cent, plate­
glass 69 per cent, alloy steel 54 per cent, malleable iron 53 per cent, strip 
steel 51 per cent, sheets 41 per cent, bars 34 per cent, mohair 40 per cent, 
lead 35 per cent, nickel 29 per cent . 
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·:., and 1961, ·electric energy output . increased by 138 'per cent only. As a result 

many industria1 ··r1rms · were forced to build their own generators in order to 

protect themselves against shortages, a fact that added to the cost of pro­

duction. Most of the investments in power facilities in the 1950 1 s were 

7 

perfoi:med by P~?fic authorities since controlled rates 1which lagged behind the 

rate of inflatio~made it impossible for pri_vate facilities to expand energy { ~ 

output. This situation is to be corrected partly by measures to nationalize J 

electric energy production in the 1960 1 s and partly by a substantially increased 

construction programme. 

Another important imbalance· that has to be overcome is the growing con­

gestion, concentration and inefficiency of the transportation system which, 

among others, contributed to the ·growing lag of agricultural production and 

exports. 

Roads have become the key instrument of transportation, their share of 

total freight traffic rose from 33 per- cent in 1950 to nearly 70 per cent in 

1965. However, of the 341,000 miles of roads_ only 12,000 were paved in 1965. 

The rai~oad .system; includes over 18,000 miles pf track which needs improvement 

and standa.rdiz~tion of the gauge. The 19,700 miles of the country's riverways 

end_ th~ sea a~d river ports need improvements in order to reverse the declining 

share of total .commodity -shipments handled by railroads and ships . Of the total 

ton/~Uomet_J;"es hanfil.ed;·_in 1950, .67 per cent went by railroad and ships, in 1955 

this perc.entage ,d~creased · to 47 per cent and in 1963 to 34 per cent . Since 

truckipg abs~rbed the difference this has heavily burdened the highway system • 
... . . 

The Federal Govermnen~· has recognized the importance of a well-functioning 
. ;. ,.,._.,.· • t . ,' • 

transportation system·for the ·ruture growth of the country and set up a National 

Transport ·Council ' in 1964, h~aded .by the Minister of Transport, to plan the 

priority investments and ·i-o co-ordinate the various Federal and State transport 

policies. At the same time a N~tional Transportation Plan was worked out setting 

the goals to be achieved during the next twenty-five years. This plan calls on 
• ! ~ .:· 

the Federal Government to concentrate on intra-capital trunk lines, access roads 

for the . development of the· interior and tie-in roads between State capitals, 
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while the States are to continue with their individual pl ans . Brazilia is to 

be the focal point in this plan and all new roads , rail roads and air routes 

will radiate from it . 

A serious bottleneck situation developed also from inadequate investments 

in the period of rapid industrial growth in the telecommunicati on system. As a 

result, severe deficiencies developed in most urban centres, the connexions 

between cities became inadequate constituting a serious impediment to efficient 

operations in both the private sector and the Government . As in the elect ric 

power sector, this unsatisfactory situation is due to past Government pol icies 

of not appr ovi ng adequate tariff increases in periods of rapidly rising costs 

which led to a severe shortage of funds . A National Telecommunications Council 

was set up as an agency to regulate, plan, and supervise the future operations 

of the system. 

2. Educati on 

Another serious bottleneck situation which is endangering the further 

7 devel opment of the country lies in education which2;s lagging severely behind 

the general pace of development . It was estimated that in 1962 the illiteracy 

rate between the ages of ten and nineteen was 51 per cent for the country as 

a whole . According to a breakdown in urban and rural populations, there exist 

great differences between the two groups: in urban areas 14 per cent of the 

men over the age of twenty were illiterate andl5per cent of the women; in 

rural areas, however, this rate was 40 per cent for men and 61 per cent for 

women . Education had a very low priority in the Federal budget during the 

1950's while the population increased rapidly, expenditure for education and 

resear ch decreased from 9. 5 per cent of total Federal expenditure in 1950 to 

6. 1 per cent in 1960. About 11-12 per cent of State and local Governments' 

expenditures went. for the same item during that decade . The expenditure on 

education at all levels of Government amounted therefore to about 10 per cent 

of the total public spending . It is quite apparent that such a situation will 

lead to severe shortages of trained manpower and higher costs for industry, if 

it spends resources on teaching or low labour efficiency if it does not . Overall 

the result may be a reduction of a potential growth rate . 
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J . Agriculture 

'Brazil's total area comprises 3.J million ~qu.are miles of which only 

JO per cent or about 260 milli on ha . is agricultural land~ Of the total farm - . 
land only 10 per cent is used for crops, 50 per cent .is grazing land and 

iJJ per cent consists of idle and unproductive land. At first agriculture did ... 
not act as a bottleneck to industrial development during the 1950 1s. While the 

rate of industr ial pr oduction surged substantially ahead of the rate of increase 

of agricult~al production, the latter was ·still, until the end of the 195ors , 

ahead of the total ·rate of population growth, which was slightly ov?1~ 3 p·er cent . 

However, the rapid rate of industrialization led to an urban population 

explosion, · ·an increase of 5.4 per cent per annum, which resulted in two types 

of bottleneck problems: the first consisted of the· problem of transporting and 

distributing the increased food output to the large urban countries and the 

second resulted from the changed income elastic~ty of demand for foodstuffs in 
. . · ... 

urban centres as compared to that of the countryside . 

As an example of the first type of problem, the dearth of storage 

f acilities for agricultural products in many urban areas, according to an 

estimate, resulted in losses of output of as much as 20 per cent . But the high 

prices of foodstuffs were also the result of inefficiency in agricultural 

pr oduction. There was little investment in agriculture to increase productivity1 

which, as a result, had been stagnant, except for small increases in cotton, 

potatoes, coffee and sugar . The rise in overall production was due to the 

expansion of land under cultivation. 

In the second case the rate of increase of demand for protein-rich foods 

in urban areas is higher than the rate of increase in demand for traditional 

foods . Since the rate of incr·ease in production of livestock (2 per cent per 

·annum in 1957-61) was smaller than the rate of increase of the urban population 

1For instance, the area cultivated per tractor in the early 1960 1s was 
.1±90 .fill.• in Brazil against 8 ha . in Britain, 17 ha . in West Germany, 38 ha . in 
the United States and 80 ha. 1n· Canada . The low priority of agricultural invest­
ment is also reflected by the fact that during the years 1952-62 only 4 per cent 
of t he devel opment banks 1 local currency loans went to the agricultural sector . 
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(5.4 per cent per annwn), the result was a shorta; e of these foods, particularly 

in the late 1950 1s and the early 1960 1s, which caused prices of these foods to 

rise more rapidly than prices of other foo~stuffs, thus adding to the inflationary 

pressures. Continuously ris~ng food prices increased the real cost of industry 

due to the growing success of labour unions in demanding higher real wages for 

industrial workers. Bottlenecks in food production appeared thus to have con­

tributed to a slowdown of industrial expansion and to pressure toward expansion 

along more capital-intensive lines which may intensify Brazil 1s difficulty in 

providing work for the rising urban population. Between 1950 and 1960 industrial 

employment increased at an annual rate of 2.8 per cent while the urgan population 

rose by 5.4 per cent. Substantial investment in agriculture is therefore one of 

the prerequisites for continued economic growth of the country. 

4- Regional imbalances 

The problems of Brazil's regional imbalances are so complex and diversified 

in a country of continental proportions that they can only briefly be touched 

upon in this context. ~bst of Brazil's industrial development, even before the 

Second World War, took place in the central southern part of the country while 

other parts, particularly the north-east, lagged behi1',. The industrialization 

movement of the 1950 1s and the early 1960 1s accentuated this trend. For example , 

industry and trade had become concentrated in the south-east, new firms t ended 

to settle in that rapidly growing area to take advantage of available external 

economies, such as skilled labour, a wide variety of available auxiliary goods 

and services, infra-structural advantages etc. But while it is possible for 

economic growth to be transmitted to more static regions, in Brazil's case the 

growth area in the south-east seems to have drained goods, capital, and labour 

to itself from the more static eastern and north- eastern parts of the COUJltry. 

In 1949, for example, the north-east contained 24 per cent of Brazil's population 

which earned only 11 per cent of the national income, while the south with 

33 per cent of the population earned 48 per cent of the national income. By 

1960 the population of the north-east still amounted to 24 per cent of the 

population due to migration and earned still 11 per c~nt of the national income, 

while the share of the total population in the south had risen to 35 per cent 

and its share in the national income to 51 per cent. While the percentage 

changes are slight, they emphasize that the inequality between Brazil's two 

major regions has in fact increased. 
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:· Such . tendencies can only be • reversed by public a:ction; such as fiscal 

policy ·e.nd/or direct officiai measures (su:ch as· tax· credits) · to encourage firms 

to -settle in the-more backward, areas, as it is currently performed under the 

SUDENE development pr·ogra.nune for the north-east. 

In conclusion one may state that Brazilis industrialization drive was 

carried out in such a way thait it neglected some ~~eas of investment and 

fostered development of some .ind~strie~ whi~h ~re .high cost and may never be 

able to compete with imper~ on to exports. The result was that disequilibria ? 
which existed before made themselves felt more· severely and new imbalances 

appeared . The most important neglected sectors were the infra-structure 

facilities, particularly the transportation system, education and agriculture . 

Regional imbalances appear to have been intensified during the period of rapid 

industrialization, a trend which must be reversed if .the industrialization 

policies are to be continued. It also became clear in the early 1960 1s that 

import substitution cannot be carried beyond a certain point and that choices 

must be made as to which industries have best prospects of becoming fully' 

competitive. The growing industrial sectors will need larger imports ·of raw 

material and capital -geode;; for which the necessary foreign exchange has to be 

earned with increased exports .· Considering the unpromising outlook for Brazil's 

traditional exports, a change in Brazil's export structure becomes therefore -a 

vital matter if industriali'zation is to develop. 

III. DEVELOPMENT PLANNING IN .THE POST-WAR PERIOD 

The period 1950-1963 1. 

The first post-war plan, which was to run from 1950-1954, was the SALTE 

plan; it consisted of a five-year public expenditure programme in health, food , 

transportation and energy. Due mainly to financing difficulties , the plan was 

· discontinued after one year. 

Another .attempt at planning was the work of the Joint Brazil-United States 

Economic Commission during the 1951-53 period . This carried out some of the 

most complete surveys of the Brazilian economy so far and set up programmes for 

a number of infra-structure projects. Foreseeing the consequences of imbalanc13 s 
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in a period of rapid industrialization, the Commission 1s projects aimed at 

modernization of railroad lines, harbours, coastal shipping, road building, the 

expansion of electric energy producing capacity, the importation of agricultural 

equipment, the construction of silos and industrial plant. It furthermore 

recommended the expansion of technical training, diversification of exports and 

measures to overcome regional imbalances, particularly in the north-east. The 

Joint Commission's projects practically covered these items, which at the end 

of the decade and during the early 196o 1s developed into serious bottlenecks 

and thereby contributed to the decline in the rate of industrial growth. The 

plan of the Joint Commission was never f ormally adopted, but it had some 

beneficial effects, for instance, the establishment of the National Bank for 

Economic Development (BNDE). This Bank subsequently financed in co-operation 

with international lending institutions many of the projects recommended by the 

Joint Commission. 

Under the Kubitchek Administration (1956-61) a National Development Council 

was created which formulated a Program of Targets (Programa de Metas) for a 

five-year period. Targets were set by the Government and the private sector in 

the following areas: energy, transportation, food supply, basic industries, and 

education. The Program of Targets was, therefore, not a general development 

plan since it did not cover all areas of public investment or basic industries, 

and it did not reconcile the resource needs for infra-structure investments 

and for the productive sectors. The infra-structure investments aimed mainly 

at the elimination of structural bottlenecks ; in some cases detailed targets 

were set while in others tha targets were formulated in broad general terms. 

The financing was to have come from Government budgets (40 per cent Federal, 

10 per cent State), 35 per cent from private and mixed enterprises and 15 per 

cent from public entities, a total of ·2J6.7 billion cruzeiros plus 

US$2.3 million in foreign exchange. Many of the t argets and some of the infra­

structure projects planned were to a substantial extent fulfilled. However, the 

price paid for the achievements was rapidly rising inflation. 
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In 1962, ,a Three-Year Development Plan for the ·period 1963~65 was ··· 

formulat'ed. · It ·consisted of a · series of :projections based on growth rates of 

the immediately preceding years .-·and- of a · stabilization plan to cope with the run­

away inflation. The pl'an was severely criticized and discontinued several months 

after its presentation. 

While most of the planning du.ting tne _l950-63 period may not be considered 

as general development planning since it was limited to certain sectors of the 

economy, it resulted in concrete and significant public investment programmes 

which acted to some extent as complements to the strong stimulants which the 

private sector received from protectiv~ measures. However, these complementarities 

were not strong enough to avoid the impasses resulting from the industrialization 

burst of the 1950 1s and they were, _ ther~fore, unable to avoid the decline in the 

rate of economic growth during the first half of the 1960_1 s. 

2. Economic planning after 1964 

In 1964, the planning authorities began to prepare a Ten-Year Plan for the 

period 1967-1976 and, parallel with this work, in 1966 a Five-Year Investment 

Program for 1967-1971. 

(a) The draft Ten-Year Plan 

The overall purpose of this Plan is to reduce the role of the public sector 

in the economy. GoverllJllent current revenue rose from 18.8 per cent of gross 

domestic product in 1955 to J0.6 per cent in 1966 and, with aggreg~te expen­

ditures~~~c.ie,tsing at a very rapid rate, the f~scal defici~ of the Government 

~ ranged from~3 to 6 per _cent of gross domestic product. Tbis deficit is c~n­

sidered to be the most important cause of inflation. A reduction of Government 

{L~/ consumption as a prop~rtion of gross domestic product is therefore envi~age~: 

T/ ? It is planned to increase the rate of investment, estimated at 15 per cent o_f 

gross domestic product in ~967, to 19,4 per cent in 1970; from there on until 
. . . 

1976 it is to pe stabilize4 at this level. The share of infra-structure invest-

ment in total investment is to be reduced. 
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The plan relies in part on master plans prepared for sectors such as 

transportation, power and steel production and in part on -incompl ete pl ans for 

other sect ors with a much shorter time-span . But, as an overall result of these 

pl anning efforts, much economic information has been collected by the planners 

for the first time and major problems of the various sectors identified. 

(b) The Five- Year Investment Pl an 1967- 1971 

The Five-Year Investment Plan deals mainly with public investments, par­

ticular ly in the Federal sector , which comprised about t:IJ per cent of total 

publ i c invest ment in 1964-1966. The Plan is preli lilinar y in some cases: for 

instance, investment needs by some agencies of the Government differ from the 

estimates made by the planning experts; in others, it only gives the proposed 

expendi tures in a lump sum for the whole period without an annual br eakdown. 

The plan is essentially a public investment programme . 

(i) mirnenditure 

The Plan projects aggregate public capital expenditure at all levels of 

Government to rise by 4 per cent per year during the five-year period. Of the 

major sectors, t r ansportation is to receive the main share ' of aggregate publ i c 

investment during the planning period . The different regions are to be 

integrated by a better t r ansport network, highways, r ailroads, ports and coastal 

shi pping . Total expenditure on transport during the five years is to amount to 

Cr .11,377 billion gross of maintenance 7 the lion ' s share is to go to highway 

construction. The neglected telecommunications system is to receive funds 

amounting to Cr . 500 billion. In the energy field aggr egate investment (publ ic 

and private) for el ectric power production is planned to be much l arger than in 

the past and will amount to Cr . 7,000 bill ion during the five-year period . For 

pet rol eum production expenditures are also to be incr eased over the past; they 

will rise from Cr . 415 bil lion in 1965- 66 to Cr . 520 bil lion per annum or to 

Cr . 2,600 bil lion for 1967-71 . Brazil would then be ablQ to provide more than 

one half of its projected crude oil requirements from domestic production, 

compared to less than one third in previous years . 
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The investment requirements for Government-owned industry (Federa~ _sector) 
- •~.,-:..-.~-~----- .. ..... . .: - . 

is estimated at Cr .1,800 billion for the total period. The expansi on o,f 
f • I• 

publicly- owned steel mills is ·a mrijor factor in thi~ progr~e • . The· total steel 

ing~t" capacity is to be inc~~ased f~om 4. 9 million tons in 1967 .. to 

7. J million tons in 1970. Of this· increase, 2 million tons· would be in 

·Government- owned mills • 

.An amount of __ Cr .1,200 billion has been allocated for th(;! development of 

agr iculture . The largest item in this progr amme - Cr . JOO pillion - is assigned 

to the activities of the Agrarian Reform Institute, followed by expenditures of 

Cr . ~50 bil lipn for the construction of dams, irrigation and drainage facil ities 

ma.inl y in the noz:th-east . The remainder of the ~located amount is to be used 

for research activities, extension services, technical surveys, seed production, 

warehouse construction, etc . 

Equally impor tant in this investment plan are the· ·exp6hdi tures fo·r 'the 

improvement of educati on, which is to absorb Cr .1,300 bil lion based on the 

estimated future enrolment in primary schools, secondary and higher education . 

An amount of Cr .1,900 billion is allocated to the improvement of~ 
.- . 

supply. In th~. past, the rate of expansion of the water supply system has not 

kept pace with population growth, particular ly in the rapidly growing urban 

centr es . As a ~esu.Jt, in cities with over 100,000 inhabitants, segments of the 
·. •' 

new population and areas lack ser vices and a large majority of the ~ities with 

less than 100,000 inhabitants need water supply and sewerage impr ove.ments . 

The situation is similar in the housing sector, where the aggregate need 

for urban and rural housing const ruction during the 1967- 71 peri od has been 

est~ted at J.7 mill ion dwelling units, three fo~ths of which are required _in 

order to keep pace with population growth and one fourth for the r eplacement of 
' .. ' . .: .L .• 

obsolete units . The public sector is to provide JO per cent of the requirements, 

amounting to 200,000 to 250,000 dwel ling units annually at a total cost of 

Cr . 3,100 bi lli on. 
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(ii) Financing the Investruent Plan 

The analysis of the resources available during the 1967-71 period _to _finance 

the aforementioned investments _is only possible within the framework of bro~d 

trends and on the basis of a number of. assumptions 3:s to the future course of 

the Brazilian economy. These assumptions must include the expected future rate 

of price increase, the growth of the economy, industrial growth, which affect 

the amounts of revenue to be collected, as well as the Government's position on 

the proportion of current and capital public expenditures of total product 

(33 per cent in 1966). This information and, therefore, the domestic savings 

to be realized by the public sector and the amounts of foreign savings nec'essary 

have not yet been made available by the Brazilian Government. 

IV. EXPORT TRADE 

1. General developments, 1955-1966 

The export earnings of Brazil followed a declining trend during the second 

half of the 1950' s. They reached a low of 1i,l, 269,000 million in 1960, after 

~1,423,000 million in 1955. This decline was due to reduced earnings from 

agricultural exports, which fell by 17 per cent between 1955 and 1960. Coffee, 

the l argest item within this group, generated more than half the total export 

earnings. The factor most responsible for diminishing export earnings was the 

constant decline of coffee prices, which fell by one third between 1955 and -......... 
1960 to $42 per bag. The export volume of coffee fluctuated within a relatively 

narrow range. 

In the case of other major agricultural products, such as cotton, sugar, 

cocoa, sisal, the decline in export earnings was caused by severe pric~ drops 

combined with stagnating or declining export volU1nes - with the exception of 

sugar, where the export volume nearly doubled and of sisal which experienced 

~ substuntial price rise and a steady incrense in volume . 

Other exports, such as minerals and manufactures, experienced substantial 

increases. Earnings from mineral exports rose by 17 per cent per annum, due 

mainly to the doubling of the volUiae of iron ore exports (15 per cent per annum), 
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with the unit value declining, and a five-fold rise in manganese ore export~. 
·! ·1 . . . . 1 • 

E,arnings from manufacture exports st~gnated until 1959 and th~n do_ubled in 
• • • ,,: ' .• ··; • . . • • t," • ; .. > • 

1960; however, th~ir !3ba.re ~ total exports remained small: 8 per cent in the 

case of minerals and 2 per cent in the case of ma.nuf~ctur~s in 1960. ~ 

T~~l · •xport earnings began to rise again after 196o, and ~he7 raac~/21 
_$1, 741,000 mill~on in 1966, an increase of <?Ver 5 per cent per anm.1m-; .poffee r 

J, • .,, 

exports, which in volume and value remained relatively stable, continued to 

provide the major share of foreign exchange earnings. As a percentage of the 

total, however, they declined from 56 per cent in 1960 to 44 per cent in 1966. 

The export earnings of other agricultural products, particularly maize, cotton, 

rice, cocoa, sisal and sugar, rose rapidly by 10 per cent annually, due in 

general to rising export volumes and stable or increasing unit values. In 1966 

the value of other agricultural exports reached nearly the value of coffee 

exports. 

Export earnings accruing from minerals continued to rise. However, compared 

to the second half of the 1950 1 s, the rate of growth declined to 9 per cent 

annually. The volume of iron ore exports continued to rise at about the same 

annual rate as during the late 1950 1s: 16 per cent. However, unit values 

declined by roughly one quarter. Manganese ore exports, on the other hand, 

which experienced a steep increase in volume in the previous period, stagnated 

at the 1960 level as unit values declined by 20 per cent. The slower rate of 

growth of export earnings of minerals was, therefore, mainly due to falling 

prices. 

Manufactured exports, which began to rise in 1960, experienced during the 

1960 1 s a remarkable increase of 36 per cent annually. · But their share in total ( 

export earnings is still quite small: a rate of 5 per c~. 

Overall, the main characteristics of the period beginning end 1960 was a 

reversal in the trend of export earnings accompanied by changes in the com­

position of exports. The share of coffee in total exports declined from 56 per / 

cent in 1960 to 44 per cent in 1966. The foreign sales of other agricultural 
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Table 

BRAZIL - SUMMARY OF EXPORTS OF AGRICULTURAL PRODUCTS 

(million US dollars ) 

1956 1957 1958 1959 1960 1961 1962 1963 1964 

' . 

1966 
(prelim. )L1 

AGRICULTURAL EXPORTS 1,363 1,407 1,272 1,119 1, 150 1,130 1,231 1 ,070 1,259 1 ,248 1,334 1,499 

Group I 
Traditional products 

Coffee 
Others (cotton , 

suga~, cocoa , 
. sisal and 
. 't~a-cco) -j. ' 

.. Group II ', . ·1· 1'- •· · • · ·• 

E,cpansJ.p~acy ·products 
! Rice · anir:. mai-zec--•-. -·· . 

Livestock products 
' -011:p and fat5: 

GrbuE I:i:J:; · · ,:. 
,Pore-st ,products 

-LUmber, pine 
· .Others_:.'{ carnauba . 
, .. : W<lX; ' 'l'Jraz1.l, nuts, 

320 

~ 
25 
23 

108 
,tr 

50 
; : :.lf. ervama.te/ ' and . 
· ,::._-:,: other·· 1w:iber· 

Or.c>u.e .- IV ' . ' . . . . 
' ,Uscellaneous product~. 38 
: '·· Fru1 t, pepper, canned 

fish , and essential 
' ---· 6i·1"s •· ·----·-

Others {at· leas,t . 
20-·H.ems l ·,,., , 

l· .; 

27 

209 

54 m 
... , _ 29 

15 

83 
Yf 

46 

31 

l , o62 
73'lfo 

216 

M 
36 
29 _ 

114 
olf 

919 
mm 

231 

~ 
39 
25 

100 
-~ 

5.◊ . ; ' ' 4~ 
' .·. :fr· ·3P 

22 

9 
1 • 
t 

19 

11 

204 

96 -r 
73 
22 

40 , 

39 

18 

21 

.. 

• ··----·- ... --:_ J '• 

Figures hive··oeen-l'QUnde~ and adjusted to add to total . ·-·-·-
L1see Table for revised total only . 

Source : Table 

====== ::::::=== 

246 

22 
31 
19 

88 
T+; 

45 

33 

20 

13 

293 

99 
1J 
37 
49 

90 
m; 

42 

21 

18 

ffi 1, 050 
~ 

244 . 302 

·: ·a:; ·· 106 -, ~ 
31 26 
47 50 

31 33 

30 11, 

20 22 

·10 11 

l,~&6 

257 

102 -, 
60 
38 

84 
~-~ 

23 

22 

249 

. 2i2'" . 
~ 

90 · ;-,er 

95 
;ri 

41 

1! 

33 

38 

===== 

1,089 -wz 

317 

241 
o"g 

91 
81 

49 

64 

20 

44 

I 

l\) 
\.,,.) 



Coffee % 

1955 844 59 
1960 71.3 56 
1961 710 51 
1962 643 5.3 
1963 748 53 
1964 _ 760 53 
1965 707 44 
1966 774 44 
1967 
... ! 

Table 

fOMPOSITION OF BRAZILIAN EXPORTS, 1960-1966 
{major product groups, million US dollars) 

Other agr . % Minerals % Manufactures % Fuels products 

519 36 42 3 12 3 -
417 .3.3 92 7 21 2 13 
521 .37 102 7 35 2 2.3 
/427 35 105 9 30 2 7 
511 36 101 7 .34 2 9 
488 34 107 7 67 5 ,3" 
627 39 144 9 106 7 -
726 /42 14.3 8 ' 100 8 -

' I l 

% Others % Total % 

- 6 l 1,423 100 
1 13 1 1,269 100 
2 12 l 1,403 100 
1 2 0 1,214 100 
1 3 0 1,406 100 
0 5 0 1,430 100 
- 11 1 1,595 100 
- 5 0 1,741 100 

. .. ... 
' 

Source: Issues of Annuario Estatistico do Brasil, IBGE: Conselho National de Estatistico, except 
1966, which is CACEX. 

I • 
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Table 
'. . .. . -- ....... ' . . . 

BRAZIL - EXPORTS, 1955 TO 1966 

Volume - 1000 .matric tons, unless otherwise specified 
~-- ....... _ .. , ................. , -o ..... - ............. , .... .. . .,.. ... ___ ,., ... ~ ..... - .......... _ .... , .............. . . , ......... ,,_,. ____ , ........ . ...................... _ .... ___ ......................... __ _ _ .,. ..... .. 

Value - million US dollars 
··-- --··- . •·· . . . . . ... Jln.i t . Va.+Ue - _ dol~ar~ -~;r -.~!!'~.2 ..... ~2!.1.1 .. ~!,~.~8.--~~~!~S~ --~PE:._Cified 

··- ........ _ ........... _ ... '. -··· . ' 

1 I 
....... .. - •• __ .. ,,._, ... .,..,.. t . -·-····- -... ····-· r·-·· · .. --- ···-- . ---·· ......... ··-· . 1955 · 1956 1957 1958 1959 1960 1961 1962', .. · 1963 1964 1965 1966 (pr.elim) 

I 

GRAND TOTAL, value 1,423 1,482 1,392 1,243 1,282 1,269 1,403 1,214 1,406 1,430 1,595 1,74Ju, .. 
-- -- -- -- -- -- .-- - -- -- -

Agricultural products, value 1.363 1,407 
Group I 

1,272 1,119 1,150 1,130 1.231 1,070 L.222 1~~8- ~ 1,499 

Coffee, beans .. 
I •Volume,. thous.and lbags 13,696 16,805 14,319 12,883 17,436 16,819 16,971 16,376 19,513 14,946 · 13,582 17,030 
I Value 844 1,030 846 688 733 713 710 643 748 , 760 ' 707 772 I Unit value, dollars 

·I per bag 61.6 61.3 . 59.0 5.3-4 42.0 42-4 41.9 39.2 38.3 50.8 52.0 45.3 ·: 
i Cotton, raw 
! Volume 176 143 66 40 , 78 95 206 216 222 217 196 236 

Value 131 86 
.. 

44 
.. 

25 .. 36 46 110 112 114 108 ; 96 111 
Unit value 746 601 670 619 456 480 5.32 519 515 499 : 488 470 

Cotton, linters, etc. 
Value 5 5 3 3 1 3 3 .3 4 4: 5 10 

Sugar, raw .. 

I Volume 418 15 347 640 48.3 700 783 440 461 252 710 998 
I Value 33 1 36 48 .3.3 53 66 .39 63 33 54 80 . 

Unit value 80 84 104 74 69 75 84 89 136 131 76 · 81 
Sugar, refined 

Value 13 1.1 10 10 9 5 [! [! 10 - 3 ·-
Coo:,a, beans --- - ·-· Volume 122 126 110 10.3 80 125 ... 104 . .. 55 69 .. 75 92 11'3 

Value 91 67 70 89 59 69 46 24 35 35 28 .51 
Unit value 745 53.3 634 868 743 

Cocoa, butter 
553 442 440 508 464 .301 449 

Volume 6 12 15 ·15 18 23 15 17 14 10 17 21 
Value 9 li 20 26 25 25 15 17 17 11 13 21 
Unit value 1,430 884 1,317 1,703 1,414 1,071 984 987 1,122 1,085 

.. 
785 ·9gg 

Other cocoa products : : . ~ Value 7 4 3 3 7 4 2 i 1 1 [! [! 
Sisal r 

~.JTolume ! 

80 1.36 150 -~ " 107 100 97 113 108 129 137 130 · 139 
Value ll 15 ·- ... 

· 18 25 36 38 25 22 13 12 22 25 
Unit value 141 140 128 127 162 207 192 181 280 278 . · 164 158 

I 
Toba~co, raw 

I 
Volume 27 .30 28 30 28 .31 48 41 44 60 55 45 
Value 18 20 17 15 15 19 27 24 24 28 26 22 
Unit value 668 664 608 I 507 546 599 555 576 548 472 477 499 



BRAZIL - EXPORfq• 1,225 TO 1966 (cont 1d) 

.,- .. _ ........ -·-.. -•--·•···-----~-· - .. ~ .. ·•-···· · .... -· Volume - 1000 metric tons, unless otherwise specified 
Value - million US dollars 

' .. , Unit value - dollars per metric ton, unless otherwise specifiea 

·, - , ' i N 
I 

I t 
.. ; ! ·1 -

· 1 1955 1956 1957 1958 1959 1960 1961 1962 196.3 1964 1965 1966 (prelim) 

--·aroup 11--·•--· --~- -·- ·-----· I . ·-·- ,,._. _____ ,_,. ... ~--- ··-··-·•·-·· ......... : - ----------.. - ... 0•..-
' 

,....,..__. ......... -... ---.... .,.._ ...... •--·---· ....... __ ~ .. , _____ .... - -·-· -•·· ---·--·-··-· ... ,-... , ______ , 
'-- - ------- -~--- ' .... _ ..... __ .,_....,,._,,.,__ _ .... ..._. . ..,,., __ ,. __ ·-----..•-----1--......... - ·-·-·•······ 

___ , __ ,._..,, , .. __ .. , .. -... -......... .... . __ ,, 
: ,, . !lice ' milled l ' , 
.. _.. ·-· --v olum:e· ... -· ·-·-·· ...... ···- ---· ... . .. ........ -. . . • --·· --2 ·· ... .... -102 - ... · . -... ·if· -- . - 52 . - 10 g·-·•· .. J.5L ..... '·- ___ ,_.44.._· -.. ... ·-· . ___ Ji .. ' 237 320 -· . . . ... - . . .. -,- -----· - ., __ ..., .. -

Value ., . a 10 6 1 13 5 - 1 24 .37 
Uni t ·- value -····----· :~. ::..::119 ::" .:::..95 · .·;.::1~7 - . -~10s -.:.-: : :.+08 ·. _: 70 87 .,. .... 108 .71 100 . 114·:. · . .. . . ' .. ... -. ...... . ... 

Maize , . . . ~ ....... . .. .. 

Volume{ .. -•~-....... - .... --·-- oo . - . 4 ~-699 •. 62 560 621 - - -- . ,;,;;;;-- -... -...... . - .. .. ·- ... . .. 
Value 5 - - - - - L1 - JO 3 28 .'.J2 
Unit value 57 45 42 47 50 '. 51 - - - - - -

Livestock· products '• . I .1 • ·•' ':-: . .. ;, .. ~ :..: ... 
Beef .. 

Chilled '~ . . 

Volume - - - - - fl ~ 1 2 zf 1 n.a. 
Value - - . L1 1 1 ~ - - -
Unit value - - - - - 500 4].8 376 381 567 822 

Frozen . 
Volume 1 8 25 31 : 22 6 14 11 10 18 30 ·n.a. 
V:alue a 3 9 11 9 3 7 5 4 11 . 20 . . 11 
Unit va;lue 453 400 350 369 414 526 503 438 4.30 611 675 " 

Canned ~ :-.. 

' Volume .. 6 
. 

J 3 .3 3 9 28 8 13 9 7 17 n·. a .• 
Value ,' 2 2 2 6 20 7 12 7 5 5 12 9 
Unit value 827 597 536 629 732 813 902 766 662 770 727 .. 

Meat extract ' 
! I 

.. 
Volume 

.. 
1.1:. ~ a 1.1:. l.l 1.1 12-. f.g zf . ' 

.... .. 1 1 n.a . .. 
Value . 0.:5 2 6 2 2 2 1 4 7 Jt' 

' Unit value, dollars l 

; ) . per lb . 1.41 1.44 2.34 3.41 3,45 2.32 2.22 2.21 2,45 5.26 4.61 
Other meats and products ' 

Value 2 1 3 5 8 2 2 4 2 .3 8 12 
Hides and ski~~ , raw , : 

Value · 
: 

a 10 16 8 10 19 24· 9; 10 13 11 9 .. 
,I 

, .. 
Hides and skins , preriarec 

. 
•j ., '• 

Value 1 · 1 1 · 1 3 1 1 2 1 1 ... ; "' ' ,7:: 
Woo1., all kinds· i ' ;, t.·. ' ,~ 

Value ' 9 : .. 10 10 . 2 9 1 a a 3 24/.1 15Q 25D,., : 
: O~her livestock products l ... .. 

··value .. 2 1 2 , 2 2 2 2 2 2 2 3 1.2.-
l • . i 

' i 
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BRAZIL - EXPORTS. 1.~55 TO 1966 (cont'd) 

Volume 1000 metric tons, unless otherwise specified 
Value - million US dollars .. 

. . ... 
~j •• 

Unit value - dollars per metric ton, unless otherwise specified 

.. .......... ,.,,. ...... ...... .... , ....... :1'• .. ...... _ . .. ·-··- .. , .... ....... , .... ...~.• 1.955 ... -- .. ··1956-- -,r~::~ ·"1957 "'·---i -" - i95"g . ........ ·•· . .. -.. . -~·-1960·t-···"'-ycj6'f''--'· ... --~ -···1962·: . t--· " -~-i96:f'-···1·. ·--· i 964-· -· 1 •·- . . 1965 ··-·· -1966 (prelim.) 
1959 . 

; ' 
"-· ·Oils· -and ·fa:ts ·i/J_-- .. :"··· , .......... ,,. __ . .. .. , . . ~ ..... ~ - •· • w -·"-·· ... 

. .. .. .. ·•·· · ._ ..... , ..... . .. ..... --- ...... ___ , ... ,.,,_, ' . . ....... , . - ...... .......... -·· ... , .......... , ................... -
- -· .. " ......... . . ......... . ·•·~ .. ·--· ' .- .. .. ..• .. ... ' ....... -. .... - ... - - .. " 

.... ... _ ...... ~ ...... 
Castor, beans .. ,. 

Volume 61 24 J2 25. 10 ... 
Value 6 3 5 3 1 ........ . . ' . 

.. . ' 
Unit value 93 118 152 102 86 ' ~· . 

Castor oil 
.. Volume •· 25 20 48 55 48 . 42 91 61 77 111 140 96 . 

Value 5 5 17 14 10 10 24 15 18 24 Z7 23 
Unit value 

. 
200 253 364 260 198 231 262 243 231 220 191'. ' 234 

~· .... ·. ' Groundnuts 
.... 4 Volume .. 18' -1 ~ -

2 1 - - 5 22 1,5 . zf 18 14 I 

Vaiue 3 fl. fl. fl. - 1 4 2 4 3 
Unit value 161 18;1. 300 130 146. - 185 184 166 190 228 251 

Groundnut oil \ 

Volume ft· 
8 -; - -

Value 2 - - filJ.:-
Unit value 240 211 - -

Groundnut cake ill 
Volume 128 154 
Value ' 2' 3 6 5 7 2 9 12 
Unit value 

,. - 76 71 

' 
Soyabeans 

Volume ' 51 41 17 34 42 73 97 33 75 121 
" - -

Value 6 4 2 4 5 - 7 8 3 - 7 13 
Unit value 113 100 106 109 116 - 94 86 94 - 98 108 

Soyabean meal 
Volume I n.a. n.a. 75 121 

Value 4 .3 7 14 
Unit value I 98 108 

Linseed .. . 
Volume - - 13 J - - 4 7 25 - 6 . 

Value - - 2 tl. - - 1 1 3 - l ti. 
' 116 

,. .... 
Unit value 162 120 - - 147 124 114 ' -

: 
•'. r . .. 

Babussu nut 
r , '. : l '• ,\4 ,. 

Volume 8 ~ 4 1 - - - 9 - - - -.. 
Value 1 l fl. - - - 1 - - - -' .. 
Unit value 168 264 Z73 146 

,. ! - - - - . - - -
: 

Babussu oil 
Volume ~ 2 4 I - - 3 1 · ' - 12 
Value : a. 1 1 a. 4 /];Q. - - -
Unit value 281 - - 229 190··- - 297 

' 



- 28 -

BRAZIL - EXPORTS , 1955 TO 1966 (cont'd) 
Volume - 1000 metric tons, unless otherwise specified 
Value - million US dollars .. 
Unit value - doll~s per metric ton, unless otherwise specified 

... . , .. . . ··~"·· - --~·-···· .. _ ··- . , .. ...... . . ... . ' .. ... 
. . . ,. •' ·• .. , -~ . .. . ~ '' .. ... - - , ..... . .. .. ... 

I I l 
. I 

I ' I • ,,,, 

19<? ___ ___ _ I __ .. ,. : 
! 1955 1956 1957 1958 _1960 _ .... 1 ....... . ~~6~ ....... l ... ~9~2 ..... 1:9?3 1964_ .. .. ),%5..,. ,~ .. .. ~- • .l9..9..Q,.~(pre.~im)'. ' ... . .. . . ... .. ~ .... . . - .. . ,· ' . Babussu cake • J \ ... 

,: ; Volume .3 11 9 16 .32 .32 
Value f1 b. 1 1 1 2 m 
Unit value 63 60 44 55 .. 

Oiticica :oil 
Volume · 9 9 7 7 .3 9 12 19 6 12 10 10 . 

,' 4 · Value 2 3 2 2 1 2 .3 5 3 4 4 
Unit value 254 285 .305 23.3 254 249 248 '2:74 474 356 . 371 359 

Other oilseeds 
Value LJ. a LJ. Li fl. b. 1:1 0.8 1:1 Ll b. ti 

Other vegetable oils .. 
vaiue 

. . 
fl. b. Ll 3 . . - . . 1 ., . 2 0.5 . - . .. 

Other oilcake and meal 
Value 1.1. b.. b.. 1 2 4 . 5 5 5 4 6 9 

Group III . . : 
Fore_~'!:, products -· 

Lumber, pine ' 

Volume 673 388 817 672 482 559 661 502 492 6;;3 701 729 
-.Value 58 34 64 52 38 43 48 39 37 50 54 56 
Unit value ~ ~ 79 77 79 76 72 77 76 76 77 77 

Lumber, excl. pine 
Volume 113 89 106 66 68 74 72 71 77' 86 102 n.a. 
Value 6 4 5 4 3 4 4 4 5 6 11 17 
Unit value 52 42 50 56 51 53 50 54 61 70 103 

Ctu-nauba wax 
Volume 12 12 12 11 10 11 10 9 11 1r 12 14 
.Value 17 17 19 18 16 18 14 10 10 10 11 10 

. Unit value 1,405 1,441 1,569 1,610 1,567 1,617 1,414 1,107 923 931' 901 718 
Brazil nu~s, edible 12. ' 

Volume . 
6 42 25 29 16 26 36 23 25 24 20 30 

Value 6 
.. 

8 10 12 8 14 16 10 9 10 12 ·15 . 
Unit value 1,045 : 1~ 398 413 506 549 434 4.31 355 434 580 , 499 

Brazil nuts, inedible •' 

., 
Volume 19: 16 5 

.. .. - • 1' 

Value 7 6: 2 
.. , - ·. Unit value 359 362 341 ': . . . 

Erva - mate .. ; 
I '' . 

Volume 48 : 
, .. 

35 52 58 ' 55 57 55 56 61 47 43 42 
Value 14 15 14 lJ 9· 9 8 7 

.. 
7 15 9 .. 7 

Unit value 261 - 260 ; 257: 265 230 160 .. 155 - : 159 180 162 165 -~98 . . . ... 
! : .. 
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J3RAZIL - EXPORTS , 1952 .. TO 1966 (cont'd) 
. . . .. ·-- - ..... .. ~ ............ - ...... _ -··-

,', . "• I : • ,.., 

... : . , ' ' 

Volume '000 metric tons, unless otherwise specified 
Value - million US dollars 
Unit value - dollars p~r metric ton, unless otherwise specified 

, ,, ·. 
... ... . - . ... - - .. , - .., .. ·· -·. " ... -·· --...... ..... i- - ......... . ... .. .. . .... , ....... - ... ·-· .... ······--•. ... . "·· • •·• - -· ··- - -· . -

1957 f 195s I 1959 . 
i 

I 
' ' 

I ... -~9~~ .. --- .L. I : ' ' '· I 1955 1956 1960 I 1961 . 1962 ... :.l 1963 ! 1964 1966 (prelim) .. ...... ·-·-·-... '"""'!"'""-·-----·-..... . · .. · -- ... · ... - \ o ~•o>o0 __ ,,, ---- •• .. U•-••o• _.,_ ••• •-• - ................ _ ... ..... _. __ . __ ., . ,,._..,,.,_ ....... _.____ ---------- __ ....,._ .. ·-·- .. !· ...... ........... - ....... - .. , .. ·••· •• ~. --.-.-.-·•---·-·!- ·-··- . .... ' ........ i- .. .. ... ~ - ... . --- ····- I. .. .. .......... 'N ~ ---·-•-··· - .. - .... ..,.,w, ' ' I 

: .. ' I t I. G~oup IV --.:~.:.;;. , I ,.. 
1'•. . " ... ... ... ... . .. 

' .. · 1 i '' ' 

I 
Fruit, fresh ! ! i 

Bananas 
. - __ J .. ,, . 

Volume, thousand 
.. 

. I 
...... -bunches 10,499 9,312 10,920 ~ 13, 57.2 10;654 12,orn 12, 297 10, 817 10,295 11,277 10,187 10,250 

Value 10 12 . 13 11 4 5 4 3 3 6 6 6 I 
_.. .... 

Unit value, dollars . , :•'" ' .. 
. '. ' .. ... 

per bunch 0,97 1 .32 1.22 0 . 80 0.41 0.38 0.31 0.30 .. 0.28 0. 52 o·.62 . ' ', .0.62 ' i Oranges 
~ 

.: ; 

Volume, thousand boxes 1,314 1,225 1,310 2,084 3,184 3,212 3, 219 2,984 4,104 2,770 4, 544 2,.286 ' 
- Value _ .. , .. 6 i 4 4 5 7 6 6 5 6 4 7 4: -., -' ., ., .• ., ... . ...... . '· .. Unit value, dollars 

. ... --··· -... . '"per . box •· •------·-•--v-••-------- .. ..... ... ... :4:Jr -·---·· ··2. 92 ... ......... - .. 2~-87 . . ---· 2.28 " .... ..... ..... 2.-14 ....... ·r;·90 , .. ,,.. "-·· 1:87 · ...... . . - 1.57 ...,.,_ .. · 1:·:50 . · . . •"·1·:34· · · -~· --:L-63 · -••· ---....... i::JS --~·• 
Other fruits , ' . , ; .• ' ·.1 

Value 5 3 2 1 1 
Pepper 

2 2 2 4 4 6 ~ 
Volume i_f 1 1 3 2 3 3 2 4 7 6 
Value . ' 

, ... 
b. b. 6 2 3 3 2 2 3 ; . \ .. --· Unit value, cents P,er lb. l~ . 6 19.? . 25.9 34.4 59.1 44.9 36.4 34.4 34.1 37.0 38.5 --Canned fish" l.i . '. : ' . , 

Value f:1 ' l.l 1 1 2 3 4 4 3 
.. 

5 5 -
Essential oils ., .. ' 

Value 6 4 3 2 · 3 .2 3, 4 . ' .3 3 3 L!J.' 
Other vegetable products ifl 

' . I 

Value ·- 11 10 . 10 11 ·· 21 14 15 11 11 22 38 44 
: ,· .. '!J2.·· ' Minerals, value .8 22. 22 81 :B 102 10'5 . .. :!Q1_ . ~ ~ ' fil: ... :. . . 

Iron ore . 
Volume 2,565 2,745 3,537 2,823 3,958 5,160 6, 237 7,528 8,207 9,730 12,7,31 12,588 
Value 30 35 48 39 43 53 60 68 70 81 103 98 
Unit value 11.7 12.8 13 .6 i 13 .9 11.0 10.3 9.6 9.1 8.6 8. ,3 8.1 7. 8 

Manganese ore I 
I 

Volume 177 260 798 664 914 C66 869 760 841 833 1,068 959 
Value 5 8 38 30 30 30 32 27 25 21 29 27 
Unit value 30.4 31.8 47 ,0 45 .4 33 .2 34.4 36.7 36.2 29.3 24.7 Z7,4 28.0 

Others, value 6 B 7 7 7 10 10 9 6 5 12 12 
I ' ' I 

' ' 
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Volume - 1000 metric tons, unless otherwise specified 
Value - million US dollars .. 
Unit v~lue - dollars per metric ton, unless otherwise specified 

',\ 

____ .,,._ .. ... - . ..., __ ..... _ . ., ... -- ... , . . .... .. . • ..... .... _, •• -·· t •••• ·•· ····-· •-·· ............ ; ....... _ ·-•.--· ··- l.. .,_ ' I .... -. I I I -1 ! I 1956 1957 - 1958 ·--" !"""'i959 ·,· ·1966 "' -. -·•· :· .. T96i ...... ... 
196:r· 

.. 
.. ·1 . - -1964' . ... , ...... .. 1%5 ... i- ·1966'-ti>re~im) 1955 i I I I 1961 I I I I ' ! . . j i 

·~•. - •· . ··- ......... ...... _. __ ,. ·-----. .. - ~~ ..I. . ·---.. -.. . ... __ ,.. ., .\ ....... ··-.. ·• l · I .. l ' ---·~• ... , __ ,, ... ~--·-·· "'' .. . .... .. ....... ., ... ·-· •· - ... '" ... ~- " .... ·- .. ., ., r • .. . ..... " . l 2Q. ~ Manufactures, value 12 12 ll 10 11 21 ll 
I 11 Chemicals 4 4 4 5 i 5 10 16 
I 1 Pharmaceuticals [1 11. a ft -~ 

1 1 
Motor vehicles a.nd parts 3 1 - : i:l. 5 5 
Other machin~ry and · 

' - ,. 
equipment a. 1 • 6 1 1 1 2 7 

Metallurgical products 2 7 5 /.1 1:1. 3 3 1 
.Textile manufactures 1 a. 1 2 1 4 2 2 
Other s : 2 2 2 2 I 4 1 2 3 

.J 
Others, value 2 ~ :ll 11 ,. ll .ll ~ g 

: 

I j 

Note': Due to rounding individual figures· may not '· acid' to the totals; the · unit value has been calculated from unrounded figures. 

n. a. -: .. not available 

Less than ~~500,000. 
Less than 500 metric tons. 

.: •· .. ··- __ J~ .... ' . ........ -~ : 
. fil __ ,. ___ ........ 106 . . ...... IOO ......... , _ _ 

12 I 14 10 . 19 · .. 
1 1 i ' 3 
1 2 3 7 

l ' • ;10 16 26 31 
' 3 17 45 20 
I .4 7 . ·' 11 7 

3 10 9· 13 I 
t 

l i' ll IJ: 
I 

About thirteen items, each 1-2 million dollars. 
Includes oilcake a.nd meal. 

!:J..8 From 1959, it is not specified whether edible or inedible. 
~ Included in other -meats, ' if any. 
L!J. Included in other vegetable products, which for ' l966:··1ncludes 

agricultural products", if any. 
"all other 

Mainly lobster and some shrimp in 1964, 1965 and. 1966. 
IAcludes at least twenty items; from 1964, miscella.neou:s beverages, 
wood, pastes , fibres, a.nd cereal products increased substantially. 

prepared 
Included in other. vegetable oils, if any. 
Includes meal. 
Included in other oilcake a.nd meal, if any. 
See Table for revised figures for totals only . ... 

Source: Various issues o£ Anuario Estatistico do Brasil, IBGE, Conselho Nacional de Estatisti,::a, except 1966 which is CACEX. IBRD Economi~ Growth of Brazil, Problems and 
.... · Prospects;· Vol. III 23 · 0ctober l')(fi-. __ _ 

. ' 
•" 

.. . '.\1, ,· ' • ~ ,_ 

... ,. 

--
' 

' 

' 

.. 
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2. Exports of agricultural products 

Agricultural exports. accoµnted for the predominant share of Brazil's export 

ear~i~s 1,1~ich, as a p~;c:'entag~- or· the· total, declin~d from 96 per cent in 

1955 to -8~ pe;, cent in. 1966. These -: ~~por.ts are sub-divided :into, four :groups : 

Group I c_~mpri_se.s -~raditional ·pr~ducts, such as coffee~ cot(~r ' ~-~-~f ~ ~c~~!~a~ . I 
. ~dsal and tobacco; . _ Group II includes the more re~ently exporte~ dynamic : ----
. I • '. • • • .•· -~ ......... --....... == ... 
. p_;od~ts,- such ~~ .rice, mai~e, livestock products, oils and fats·;••. Group III . 

deal_s .. ~~t~- ·fore,st -p~~ducts, carnauba wa:x, erv~·.:.m~t-e; and Gro~p DJ -~1th ! . 

. .· . . ··- :• .· : . 
miscellaneous products, fish, fruit, pepper, essential oils and others . 

: ' 

(a) Group I: traditional export products 

Br~zil_'s tradi~ional export products are coffee, cotton, sugar, cocoa, 

sisal ~nd tobacco. Of these commodities, coffee plays·~he most fu.pori~t role 

in Brazil's economy and exports • 

. The export earnings in Group I amounted to $1,164 JD.?-1+:j.on . in ,19~? or 

85 per cent of total agric~tural exports . This percentag~ 1-Ja$. _.ma~ntained 

during the 1955/60 periqd • . In the course of the cqpµtry's Er:t';f.oz::ts to stimulate 

the expo;rt of o~er agricultural exports, the shEl;re -o{ trad:tti1;pn,al products 

declined to ·73 per_ cent .:i,n 1966, or to $1,0$9 million in absolu½e terms . 

Exports of traditional products in general fol101,1ed a declining _trend from 1955 

to 1960. -Wi_thin this group_ tp.e _J:1ELles_ of the "others II decreased m~re .~1:1-J?idl! :. 

than that of coffee . During the period 1961-66, the Group _I e_xp~r,ts r_ose .. _ 

again slightly by 1.7 per cent annually, a rate of growth s4a:_red equally by 

coffee and by the "others" (Table ) • For c~ffee see/cfu•pi:r··iv} · _._: ... : 

The t;~di tional agric~ ~ural products other th~ c~ffee _ i~c"~ude cottq~,. _ . 
sugar, cac,oa , sisal and tobacco. Total exports of these _products amounted to 

$320 million in .1955; they declined to $204 million in 1959 ~rid rose again · t~ 
. ' . 

reach $246 mill~on in 1960 . Wit~in this group, the importanc~ of cotton declined 
. . .... 

substantially due to falling prices and decreasing export volume~ . there was an 

increase in sugar exports at an annual rate of 10 per cent from 418, 000 tons to 

700 ,000 tons while prices fluctuated; cocoa exports decreased in value by 

nearly one third to $69 million ~ith prices declining by roughly one third ; 

and sisal doubled its exports to $22 million under favourable price developnents . 



- .32 -

During the 1961/66 period, earnings from these exports increased , 

although fluctuating by 5 per cent annually. Cotton exports consisti.ng of 
medium ~ loll% staple cotton and tree cotton rose in volume· by-·iiea.rly ___ _ ;;. 

'two and .ii h~l.f times to 236,000 tons over the 1960 volume, as prices declined 
. . 

slightly" • . Earnings from cotton exports rose from $46 million in 1960 to . 

$ll0 milliori in 1966; ther ter they stagnated. ~gar eXEorts reached 

nearly l million ~tons (783,000 tons in 1961 as prices stagru;j>ed. Cocoa 
c:: 

and sisal exports remained relatively stable in volume and value. Sugar exports 

therefore provided the 'dynamic element in the export earnings of these products 

although this was mainly as ;a result of the Cuban situation, which led to an 

increase' in the quota granted to Brazil by the United States. 

{b) GroupII:~e,:por¼: -- · •- -- -- ---- . 

These products consist of rice, maize, livestock products, oils -and fats. 
. . . 

Exports of these products remained fairly stable during the six-year period 

1955-60; $53 million in 1955 and $50 million 1n· 1960, with increases .in 

1958 and 1959 due to the sudden upsurge in exports of livestock production. 

During the 1961-66 period exports of these products remained at a level of 

$100 ,million during the first four years. Bet\Jeen 1964 and 1965, however, 

foreign sales doubled and in 1966 they rose by ~n additional .14 per cent due 

mainly to substantial price rises for .chilled and frozen -beef and increases in 

the .volume of these exports. In 1966 exports .of Group II products amounted to 

$2.l,J. million. As .a percentage of total agri~ultural exports they rose from 

4 per cent in 1960 to 16 per cent· in 1966. 

(c) Group III: forest product1 

These products include pine lumber and other types of lumber, carnauba wax, 

Brazil nuts, et-va-mate. The group as a whole accounted for 8 per cent of total 

agricultural exports in 1955 ($108 million) and· 7 per cent in 1966 ($105 million). 
. . 

More than 50 per cent of the value of· the .group was derived from pine lumber 

·and the .fact that little growth in exports occurred is attributed to the over­

cutting ·of f or'ests·. 

..,. 
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(d) Group IV: miscellaneous produc~s 

This group of products consists of fruit, . pepper, canned fish , essential 

oils and others (at least wenty items) . During the }955-60 period exports 

remained fairly stable around $34 million. In the 196i..io(j6 peri•cd, exports 

rose by 10 .per: cent a.riri:oally to, $64 mil lion . The' gro"/th is attri butable to 
. · ... . . 

the substant ial ·r:tse of the lto'thers"' mainly cereal 'products, inc'luding tapi oca,. 
' I 

miscellaneous ·bev~~ages and fibres . 

3 • Exoorts of mi nerals 

Brazil :!.s:.mineral e~por_ts. 8.J:'§, for all practical purpose~ , .limited to iron 
... 

ore ·and manganese ore, of wI1ich iron ·ore is tl?,e major export, i~em • . Exports .in 
. .. .... ·-- ·----· .·:. -- . ·. ...... . 

terms of value of .all minerals amounted to only 3 per cent of tot al expor ts in 
· • ., . . .... 

1955; by· l960 , this percentage had risen to 7 per cent, correspondi ng to an 
-; N •• •• l, .. 

annual growth rate of 17 per cent . During the 1961- 66 period this .rate of growth .. . . . · ... 
slowed down to 6 per cent annually and the 1966 export ~arnings of $137 million 

corresponded to 8 per cent of Brazil I s total export ea.rtli"ngs .: · · · ··-· 

(a) I r on ore 

Iron ore exports rose in terms of value from $30 million in 1955 to 

$53 million in 1960 or by l,2 per .cent apnually . Since prices reillained fairly .. ·- . ' 

stabl e this increase was achieve~ _by a substantial rise in the vol ume of iron 

ore . exports . Total foreign sales rose by 15 per cent annually ,·to ove'r . 

5 mil ],.ion tons in 1960. Exports ~o~tinuep..· to rise at the 15 ' pe:;· cent annual 

rate dl1;I'i ng th~ 1961-66 period to 12~5 mil.lion tons . How.ef~:r/, ·sin~e pri6es 

declirted constarttly duz:~n._g._ th~ whole p~r.i~d, ~J_CPOrt _earnings grew· only at a 

rate of 10 per cent per _year and amounted to $98 million in 1966. 

(b) · Manganese ore 

The value .. of manganese ore exports amounted in 1955 to an i nsignificant 

$5 millicin ~' It rose·, however , very rapidly to $30 million ·in 1960, mainly as 

a .result of the fast increase - 37 ·per cent· ·per year · - in export vol ume 

(866,000 tons in 1960) . Prices rose only moderately during that period . 
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Puring the 1961-66 period, on the other hand, manganese ore prices declined 

from $36.7 per ton in 1961 to $28 in 1966, and since exports in terms of 

volume showed only an increase of 2 per ·creht ·annually, export · earnings 

declined by $5 million to $27 million in 1966. 

4. Ex:port of manufactures 

Exports of manufactures during most of the period under consideration were 

the smallest item in Brazil's export picture. Total foreign sales remained 

fairly stable, around $12 million, during the second half of the 1950's, but 

they began to rise very rapidly during the 196o's to reach $100 million in 1966, 

corresponding to an annual rate of growth of 36 per cent. The items most 

responsible for this rapid increase were chemicals, machines and eguiµnent and, 

above all, r.i.etallurgical products. The important Up6"'ing during the 1964-66 

period was partly the result of the change in the exchange rate, partly, a.pd 

particularly in 1965, of the industrial recession in Brazil which forced 

manufacturers to expand in foreign markets. 

5. Direction of exports 

The United States has traditionally been the major importer of Brazilian 

exports. However, its share has declined constantly from 43 per cent of total 

exports in 1958 and 46 per cent in 1959 to 33 per cent in 1966, with exports 

in absolute terms remaining fairly ·stable around $540 million~· 

Brazil's second most important and rapidly expanding market is the 

European Economic Community. EEC purchases of Brazilian goods rose by 9 per cent 

annually between 1958 and 1966 to $431 million, _ an~ in 1966 the EEC absorbed 

25 per cent of Brazil's exports, compared with only 18 per· cent in 1958. Within 

the EEC the leading place is taken by the Federal Republic of GeI"LlB.ny ~hich 

imports mainly coffee, textile fibres, iron ore, oilseeds, nuts and kernels, 

lumber, cork and vegetable products. The Federal Republic o!. Germany's imports 

of Brazilian goods have r~sen by 6 per cent annually to $134 million in 1966. 

Italy imports roughly the same commodities from ~razil. Purchases have risen 

very rapidly by 16 per cent per a.nnurn between 1958 and 1966 to reach $109 million. 



Table 

BRAZtL - EXPORTS OP MINERALS AND MANUFACTURES, 1955-1966 

(million US dollars, '000 metric ton~ , unit value: dollars per metric ton) • 

--

', 1955 ·. 

,_ 

Grand total, exports 1,423 

Minerals , value 42 

Iron ore 

Volume 2,565 

Value 30 

Unit value 11,7 
Manganese ·'ore 

. . 
Volume 177 ;--

Value 5 
Unit value 30,4 

Others 6 

Manufactures, value 12 

Chemicals 4 
Pharmace·ut1cals f1. 
Motor vehicles and parts 3 
Other ma~hi~ery and equipment 11. 
Metallurgical products 2 

Others 2 

Text1le ·manufactures l 

-

~ss than 500,000 metr1c=·toris. 

s~urce: Table 

r 

' 
1956 

I 

1957 1?58 

1,482 1,392 1,243 

52 93 ; 76 

2,745 3,537 2, 823 

35 48 39 
12.8 13.6 13.9 

. 
260 798 ·664 -

' 
0i 38 30 · 

r• 
3li8 47.0 45,4 

8 1 1 

15 13 10 

4 ;: 4 5 .·: 

/];.'.: il. -. :11.' 
1 · - · ll. 
l l l 

7 . 5 i1. 
2 , 2 2 

11.: l 2 

I 
' r 

1959 1960 •i961 1962 -1963 

l , ;282 1,269 1, 403 1,214 t ,496 
·. 

81 92 102 · 105 101 

3 , 958 5,160 Q,237 7,528 8,207 

43 5!5 60 68 70 
11.0 10.3 9.6 9~1 8.6 

914 866 869 769 841 

30 30 32 27 25 

33.2 34.4 .. 36,7 36.2 ~9 .3 

1 10 · ·. 10 9· 6 

11 21 35 30 34 

5 10 16 11 12 

i1. l l l l 
.. i! il. 5 5 ·1 

: 

l 2 6 7 l_O 

il. 3 3 l :5 
4 l 2 3 ,. 3 

l 4· : 2 2 I . 4 

' • ! • 

., 

1964 l 1965 
; 

1966 

l,~,o 1,595 1 , 740 

107 14-4 'i37 

9,730 12,731 12,588 
i. 

81 103 . 98 
' .8. 3 ·. e.a ,', 7,8 

: 

833 1,068 959 
29 

'. 

21 27 ~ 
24 .. 7 27.4 28.0 

5 12 . 12 

-·. 61 106 100 
··14 10 9 

l 2 3 
2 3 1 

16 26 31 
' 17 45 20 

10 9 13 --
-.. 1 11 1 

I 



The Netherlands increased its .imports from Brazil by 8 per cent annually during 

the same period to reach $89 mill ion in 1966, fhile France's purch~ses of 

Brazilian goods rose by 5 per cent annually froh 1958 onwards and amounted to 

$60 million i~ 1966 . 

The United Kingdom also plays an important role in Brazil's export trade . 

Its purchases of lumber, textile fibres , fruit and vegetable produ~ts , sugar and 

iron ore increased by 4 per cent annually between 1958 and 1966 to ,$4 million. 

Brazil 's exports to other European Free Trade Association countries have 
.. 

remained fairly _, stable within fluctuations . Sales to the group as a whole rose 

by 2 per cen~ annually to $209 million . 

17 Eastern Europe's imports from Bi-az_il stood at an insignificant $41 million, 

or 3 per cent of Brazil's exports in 1958. They rose very rapidly by 15 p~r cent 

per annu,~ to $1.24 million in 1966. 
i J i . 

Brazil's exports to other Latin American Free Trade Aasoc/i ntion countries 

rose by 3 per cent annually _between 1958 ~nd 1966 to $1$2 m~ll ion. , However, 

very little information as ·to the composition ·of this trade_ is so far avail able . 

It appears, however, that a large an~ increas~ng share of Brazil's exports to 

other LAFTA countrie~ consisted in recent years of manufac tur~s. Of exports of 

machines and ;transport equipnent in 1966, for example, 81 per cent was shipped 

to LAFTA countries, mainly: to Argentina, Chile, Venezuela and Mexico . 

6. The gro-wth picture of Brazil's export cmmnodities 

Table presents thirty-one export commodities which comprised 90 per cent 

of Brazil's total exports in 1966. The table gives an index (1962 = 100) of the 

growth of exports in terms of volume and value between 1962 and 1966. It shows 

that during this period exports of nineteen commodities (61 per cent of the 

number of commodities) rose more rapidly in terlils of value than total exports , 

that foreign sales of twelve commodities grew slower than total exports and that , 

within the latter group, exports of seven commodities declined . 

The •six largest export commodities with sales of more than 50 million each 

in 1966 were', in order of impo!'.tance, coffee, cotton, sugar, cocoa, pine lumber 

and iron ore . Within this group the two largest, coffee and cotton, which 

\ . 
' 

-· 
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1958 't. 

United States 5J4 43 

EEC 218 18 

EFTA 173 14 

LAFTA fl. . 14'2 -1.l 

East Europe /! 41 3 

Others 135 11 

Table 

DIRECTION AND PERCENTAGE· DISTRIBUTION OF EXPORTS 

(million dollars·) 

-~ .. 
I ,,,: l 

,. 

19621 

i I i 
,. 

I 

% 
I 

1961 i ·% ,, I 1959 : 1960 t 1963 % I ; " I 

592 46 564 44 563 ·40 485 40 531 38 

.'253 20 249 · 20 313 22 290 24 394 28 

179 14 ·178 14 181 13 168 14 179_ 13 .. .. 
74 6 85 7 95 7 76 6 76 5 

58 ? 79 6' 77 6 76 61 101 7 I .. 

91 126 . 9 :, 114 174 . 12 i 119 i 10 i 125 9 
; I· I ! 

' 

.. 
·-·• 

19651 1964 ! "% %. 

474 !_ 
.. 

520! 33 33 
I 

372 26 412 1 ?6 
' ; I 

is3 ,:···u · 193 1 12 , . I I 

·i33 j·: 9. 1 1971 12 

101 l·' 7 j 
I 
I 

1021 6 I I 

167 j 12 1 
! 

171 ! 11 
. I ! : 

, I 
I ' . 

Total 1,243 100 1,.282 100 l,i269 ,10011,~03 100_ 1,214 100.-ii,406 100 1,/.1.30 ~001~,595 ,10:0 
t· 

11. Venezuela joined in October 1967, Bolivia in 1'966. 
ft Eastern Europe plui, Yugos.~avia. 

Source: United Nations Yearbook of International Trade Statistics 1962; 
United Nations Commodity Trade . Statistics 1965; 
Banco do Brazil Annual RepQrt, i963 . 

I . 

. .. 
. ·, 

f • ! • 

·-
1 

. , ... 

'I, ·1966 119_67 . 'I, 

581 33 .. ' 
.. .. 

; 431 25 . 
.. 

209 12. 

182 10 

124 7 
•. 

•. 

· 214 12 
. . 

: 
1 , 741 100 .- ' I 



- 38 -

together amount to one half of Brazil's total exports , grew more slowly than " 

total exports . The index of cotton exports even declined somewhat to ninety-nine 

(1962 = 100) while the coffee index rose to 120 . For the other four commodities 

growth has been substantial : their sales in terms of value more than doubled 

in the case of sugar and cocoa beans and increased by nearly one half in the 

case of pine lumber and iron ore . 

Another group of ten conm1odities rutlounting to 14 per cent of Brazil ' s total 

exports , accounted in 1966 for exports ' ranging from 20 million 'to 50 million 

each . 

Within this group exports of six of the commodities grew more rapidly than 

Brazil 's total exports, or by more than 43 per cent : rice , maize , frozen beef , 

hides and skins , castor oil and met8:llurgical products . Of the remai ning 

four products the foreign exchange earnings of cocoa butter increased by 

24 per cent , that of manganese ore stagnated at the 1962 ~evel :while export 

earnings from tobacco and sisal declined by$ per cent a~ 12 per cent i· 
'. 

respectively . For the group as a 'whole the performanc·e was most outstanding 

in the case of rice, maize , frozen beef and metallurgical 1 products, foreign 

sales of which grew by more than 300 ~er cent between 1962 and 1966. 

Two thirds ($1 ,130 million) of B~azil's total foreign exchange receipts 

in 1966 were thus earned by the sixteen commodities mentioned above . Within 

the remaining group of commodities in Table there are a number of .products 

the export growth of which has been outstanding but whose· share in total exports 

is still quite small . These products include lumber other than pine end 

manufactures . Foreign sales in terms of value of lumber other than pine have 

incr eased by 175 per cent between 1962 and 1965, while expor t s of manufactures 

as a whole , which were at a low level in 1962 , have risen by 233 per cent unt il 

1966 . Within the group pf manufactures the pr oducts which merit particular 
. : . 

attention if their spectacular rate of growth continues in the future are - --
chemicals , pharmaceuticals , machinery and equipnent , met allurgical produc ts 

and textiles . 
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;.).:. .. .. 

. Table 
.... !..:. 

3RAZILIAN E-XPORTS . IN 1962 AND 1966 

.. i .. 
i962 

.. . ---~ ' 

! 1966 
.. t . Volu111e : i Tlalue lndex · .. · l va-rue . Tncrex .. ----I '000 metric j $ million Vol~e/Value 1600 metric 1$ 11),illion Volume l Value 

.. : · ... tons l.l I : · tons fl. · I ' .i · ., · ~ 

~ ~ ... ·. : ... ) 
! 

.. .... .. 
Group I I Coffee .be.ans., bags . :16-,376 I · 643 100 17,030 . .712 104 120 

Cotton, raw ! 216 112 100 i 236 111 109 99 
Sugar, raw I , '+40 39 100 I ,,998· · ao 227 205 I I 

.. 
Cocoa, beans 55 

... 
24 100 I" 113 51 205 213 

Cocoa, butter 17 . _17 .. 100 21 . . 21· .. .. , 12!:I- . : 124 
Sisal 137 25 100 139 22 101 88 
Tobacco, raw 41 . ,24 ·100 · .· .4:5 !' 22 .. 110 · '·• 92 . . ·, . . . .. . . .. 

Group II 
Rice , milled ' .44 . 5 .,. .100. , }20 37 727 .. 740 
Maize - - .. 621 32 
iJeef , frozen 11 5 100 30(1965) 20(65)' 273 

.. 400 -~ .... 
aeef. canned 9 7 100 17 

I 
12 189 . 171 

Hides, skins, raw - 9 : 100 - 24 - 266'· 
Castor oil 61 15 100 96 23 157 153 
Groundnuts · . . ', 22 4 . 100 14 I 

., 
·3 ' 64 75 

Soya beans 97 8 100 121 I 13 125 164 
01 ticica oil · 19· , 5 100 .. - : . .. · ..... • .. lQ . 4 52 80 

Group III I .. , 
Lumber , pine 502 39 100 i 729 56 ! 145 144 
Lumber, other 71 4 100 I 102(65) . 11(65) , 144 275 
Carnauba wax 9 14 100 14 10 •,." 156 71 I 
Brazil nuts 23 10 100 30 1, 130 150 

Group IV 
Bananas { '000 bunches ) 10 ,817 . 3 100 10,250 6 95 200 
Oranges ( ' 000 boxes) 2,984 5. 100 2,286 ' ; ~ 

' 
.77; ... 80 

Canned fish - 4 100 - 5 - . 125 
Iron ore 7,528 68 100 12,588 98 167 l41i 
Manganese ore 760 27 100 . 95·9 .27 .. 126 ., . 100 
Manufactures - 30 100 . . -.. .. 100 - 333 
Chemicals - 11 100 - 19 - . 173 
Pharmaceuticals - 1 · 100 - 3 - 300 
Motor vehicles, parts - 5 100 - -- ... 7 - 14Q 
Other machinery and 

I 
equipment - ·+~· .. 1.:, . l .00 - , 31 - 443 

Metal products ... roo , .. . .. 
20 2,000 - - -

Textile manuf actur~s 
i - : 100 . . - -· 

i ·. 7 - 350 

I 
.. r. 

I 
! 

Total exports - 1,214 . 100 - l 1,740 . 1431 i i : I 
i ;! 

fl Un.less otherwise specified. 

Source: For 1962: Annuario do Brazil , IBGE, Conselho National de Estatist1ca, 1966 - CACEX: 
IBRD, Economic Growth of 3razil: Problems and Prospects. Vol. III, 
23 October !967. 



- 40 -

1 7. Export projections, 1967 to 1971 

v· 
I 

The export projections made by the Worlcl Ba.nk show an annual rate of increase -of total exports of 6 per cent between 1967 and 1971. Total foreign sales would 

then reach $2,180 million in 1971 as compared with $1,691 million in 1967. 

Agricultural exports · are estimated to rise at roughly the same rate as total 

exports, i.e. 6 per cent per year, to $1 ,800 million in 1971. However, in the 

traditional agricultural exports group the increase is expected to be roughly 

one half of the overall rate of growth ns a result of the slow rise in earnings 

from cotton, sugar, cocoa , sisal and tobacco, due to competition from synthetic 

substitutes and to an over-supply in world markets likely to lead to price 

declines. Turnings from coffee are expected to rise by 3 per cent · per year. 

Export earnings in 1971 will a.mount to ·$1,212 million. 

The group of expansionary agricultural products is expected to rise by 

10 per cent per year to .$400 million in 1971. This increase will mainly be 

? due to favourable market conditions for maize, rice and edible oilseeds in 

Western Europe. Livestock products are expected to show a verymodest rise, 

? an increase in meat and wool exports being offset by falling demand for 

leather and skins as a result of competition from SYl;lthetic leather products. 

A stagnation in the value of exports of forest products (Group III) is 

anticipated due to the lack of supply of pine lumber following overcutting. 

The situation is the same in the case of the products of Group IV (fru;it, pepper, 

canned fish) where little change is expected from the 1966 level. 

The projection for mineral exports foresees an increase of 8 per cent 

per yoo.r to $208 million in 1971. Iron ore exports should rise by over 

9.5 per cent annually to $162 million and manganese ore exports by 7 per cent 

per year to $36 million. Eicports of r.1anufactures are expected to grow at a rate 

of 10 per cent per year to reach $160 million in 1971, which would represent a 

decrease in the growth rate of recent years. it is estim~t~d that the major . 

growth products will be \.Jallboard, plywood, · iron and steel, special machinery, 

vehicles and vehicle parts. 

-· 
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!Agricultural % Year products 
' 

1967L1 1,387 82 

1968 1,630 84 

1969 1,675 83 

1970 1,730 83 

1971 1,800 83 

.. 

i 

Table ''.· 

BRAZIL - EXPORT PROJECTIONS, 1967-1971 
(million US dollars) 

$..nerals % Manufactures % ~els 
! ' 

' 

i 150 8 148 - 9 -
-·i 

175 9 12i: 6 -: 

: 199 8 134 7 -
• 208 10 · 148· 7 -. 208 10 162; · 7 ; i -
I .. ; 

Ll . ProJection by CACEX, 9ased on performance of first half of 1967 . 
l 

1 ,.•· 

; ;· 
1 ;... 1 -·.- ~ 

i- . -; 

' 
I t 

' -' 
% 

I 
% l 

Others I I Total 
I 
: 

' ! 6 0 1,691 
' ! :·. 9 0 1,935 ,. ,, . ·~ 

l L 7 0 2,015:. _ 
' 

9 I b I 2,095, : 
: 

I . 
' 2,180 __ ' 10 I o : I 

! I 

Source : Estimates of IBRD Mission, Economic Growth of Brazil. Problems and Prospects, Vol. III, 
Table 

~ 
I-' 

. I 
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Tabl6 

BRAZIL - SffiiwiARY OF EXPORT PROJECTION OF 
AGRICULTURAL PRDDUCTS. 1967-1971 

(million US d~llars) 

AGRICULTURAL EXPORTS 

Group I 

Traditional products 

Coffee 
Others (cotton, sugar, cocoa, 

sisal and tobacco) 

Group II 

Expansionary products 

Rice and maize 
Livestock products 
Oils and fats 

Group III 

Forest products 

Lumber, pine . 
Others (carnauba wax, Brazil nuts, 

erva- rnate, and other 
lumber) 

Group IV 

Miscellaneous products 

Fruit, pepper, canned fish , and 
essential oils 

Others (at least 20 items) 

for CACEX projection. 

1,077 

764 

313 

270 
-:-
; 62 
108 
100 

.100 
' 57 

: 
; 43 

I 

I 

I 

I 

1,630 

833 

309 

307 
82 

107 
118 

100 

57 

43 

81 

33 
48 

kill 
856 

303 
I 

-2.ll 
97 

104 
133 

1QQ 

57 

43 

82 , -

34 
48 

i 1970 11971 i 

i 
i,730 I 1,soo 
! I 
~ 1,212 

i 876 899 

i . , 

; 303 

1§.4 
115 
106 
143 

~ 
57 

43 I 

J· 

' 
8? 

!· 
35 
52 l 

i 

313 

400 

137 
109 
154 

100 

57 

43 

36 
52 

~: Due to rounding, figures have been adjusted to add to totals. 

Source: IBRD Mission estimates . 

-· 
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V·. COMMODITY NOTES 

Coffee 

1. Introduction 

Coffee production plays a domino.nt role in the economy of Brazil . From the 

point of view of altitude, climate and soils large areas of the country are 

particularly suited for the growing of coffee and the rapid growth of five of 

the most important and filost developed States of Brazil, and therefore the 

livelihood of a large part of the Brazilian population depends on coffee . 

The past earnings from coffee have been the main source of capital for the 

important industrial complex created in south-eastern Brazil. 

Traditionally, coffee has played a most important role in Brazil's foreign 

trade. There was no year until 1964 in which coffee did not provide more than 

one half of Brazil's total export earnings. The Government has, therefore, 

always naturally been concerned with coffee production, exports, and the world 

market situation for coffee. 

2 . Production 

Substantial growth took place in the area planted with coffee trees in 

the post-war period from 1945 to 1962. During this time this area nearly 

doubled from 2 .4 million ha. to 4 . 5 million ha . Thereafter it declined gradually 

to a figure of 2.9 million ha. in 1967, thanks to successful efforts to eradicate 

coffee trees and to diversify agric tural production. The eradication and 

di versification programme is alt with) below. 

Total output of coffee experienced substantial yearly fluctuations; these 

were intensified by the change in geographic distribution of coffee growing which 

moved westward from the State of Sao Paulo to the State of Parana which is 

periodically affected by frost. Of the four major coffee growing States of 

Brazil, the State of Parana became after 1959 the most important coffee producer 

followed by Sao Paulo, Minas Gerais and Espirito Santo . 
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·· Ta.ble 

·· ··, · · · · · - · EXPORTABLE PRODUCTION IN· MAJOR COFFEE PRODUCING ST-ATES · · 
t-' . 

avernge average 

1959/66 · 11964/65' 1965/66' 196~/67 
1961/62 I ·· 
aterage ' 1 · • 

· (million b::;gs) 
' 

Sao Paulo 
I I I 

7 8. 6 10 6. 8 11.7 5.3 

Parana J . 5 4 .6 15.9 7.1 21.0 9~6 
Mi~s Gero.is 2. 9 3.3 

I 
3.3 1.8 2.8 2.4 

Espirito Santol 1.6 2.1 2. 2 1.7 1.4 1.6 
l ' 

: f! Trade source: George Gordon Patton Co ., 21 June 1967. 

: 

1967/68j, 
estimated 

7.7 

lLl 

2-.4 

0 . 5 

Source: Brazilian Coffee Institute (IBC), IBRD, Current Economic Position and 
Prospects of Brazil, Vol. III, 14 June 1966, page 7 and ' Vol. II, · . 
23 October 1967. 

Coffee production grew more rapidly than did the area under plantation . 

If one tokes the 1955/56-1957/5$ ayeragcs ll.Il.d the 1959/60-1961/62 averages, the 

first went up by 95 per ·cent, ··while ·the--aecond -rose by only: 27 -per- -cent, 

indicating the higher yields being achieved per ha . an.a: ·per tree during that 

period . The increase in yield is particulc.rly apparent during the years of the 

eradication Pl'.ogramme . The total _coffee production are_(i :was reduced ·by 
1. 5 millio~ ha~ ·-b~tw~~en ·1962 ·uricf"I§67 " to ··2·:<f~illion ha • . ··In." ;.pi te ~f- this , a 

peak production of 37 .6 million bags of coffee was achieved in the ~965/66 harvest, 

the second highest of the post-war period . This seems to indicate that mostly 

low-yielding old coffee trees - a tree lasts for fifty yea.rs ::. -,~ere eliminated, 

while at the same time planting of new high-yielding varieties, increa.s-ed 

weeding, better methods of cultivation and greater use o~ fertilizer 1i~reased 

the yield of the plantations . The result was that, while there was a reduction 

in the .coffee producing area of 35 per cent, coffee production fell by only 

28 pe; cent in compa.r:i,.son }'],th the crop yea.rs ·1959/60-196i/62 and 1965/66-1967/68. 
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, .. 
Table 

PRODUGTiON .A.REA AND REGISTERED £'1-WDUCTlON OF CCit'Ffill 

I 
... . ·a .. 

Regisi'ered . productionD-
. ..... 

Area · 
: ... ~ . .. .. ~ .... .... _ --···- ·- . . · .. ,in- ... ' 000 ha • 1000 bags of 60 kg. 

--· 
1945 ., -_,:. 

1955/ 56 

1956; 57 

19571 58 

1958, 59 

1959; 60 

1960;61 

1961762' · 

1962/63 

1963/64 

1964/65 
11965/66 

1966/67 

1967/68 

. .. 
. .. .., -

2,382 ..... ... . - .. ' ... ~ . 14.,.000 

3,266 22,100 

- ....... ·- .. . . ~,412 12,500 
. . . .. .. . . . . 

3,672 2i" 66cr · · ' ·. 
. . ' 

'. 4 ,079 I . 26,800 

' 4,297 43.,800 .. 
. .. 

4 ,420 29,800. 
.. . . . •· ... 4,384 35 ,900 . . . . ..... .. 

~ ' . -~ ... .,._...., ~--- . ·, ~ .. '--~-"; ... 
4,463 .. 28,700 .. 

... , -- 4,286 23,200 
.. 

3,622 . .. .. .... . .. 18.,.100 .. .;.-... , 

3,622 37,600 

2, 9or/1:. 19,400 

2,900 22,2orf1± 

lBRD, Current Economic Position and Prospects of Bra zi~, Vol . III, 
14 J1IDe 1966. 

/2. FAO, telephone information. 

Q . IBRD, Current Economic Position and Prospects of Brazil, 
Vol. II, 1967 . 

/Ji• Estimate by George Gordon Patton Co . 

Exports of coffee 

. . 

Brazil has traditionally b_een 1:.he largest supplier of coffee to 'the world 

market . Her share was as high as 70 per cent during the first decade of this 

century; during the early 1950's it was .still 50 per cent, but by the early 

1960 1s it had shrunk to 38 ~r cent and in 1964-1966 to 33 per cent . It is 

believed that this trend .. was the result of Br'azil I s high price policy which 

stimulated coffee production in other areas of the world, particularly in Africa . 
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This, in turn, made it difficult for Brazil to maintain world prices at a high 

level by restricti:r:ig };l~z: ..• Pwn e~rts. . The way. out of this dilemma could only be 

international action to regulate coffee supplies to the world market and there-
--,··- - ......... ~-- ··----·--·-.... ···-~· 

. ·ror·e ·c;ffae p:C.ic~~·:· ··· B~azil was one of the founders of the International Coffee 

.Agreement which, in 1962, brought exporters and .importers of coffee together in 
. .. .. . ,- -· . . . -~ . . . . . . ... . . . . . ' . . - . . . . . . ' .. ... . .. .. . . . . .. -. 

order to reach agreement on export quotas for the various sources of _supply of 

coffee . 

(a) Quality consideratio~s for e:xJ2,_ort 

The value of Brazil's coffee exports does not depend on volume alone; an 

~portant con~ideration 1.s also the quality .of the coffee. The .Brazillirt coffee 
·, •: I 

and coffee from other ·Latin .American countries are of the Harabica 11 species, \.lh:idi 

is· also called '1mild 11 coffee as compared to ·the 11 robusta 11 coffee from Africa. In 
' '• ( 

the immediate :Past, the unit value of the Brazilian ;t~ii has been lower than 

that of the other ;1mildsil of Latin America, but it was higher than the ·;1robusta~ n 

from Africa. While tha . ·11mildi1 coffee berries are said to be identical""in 

intrinsic qualities wherever they may be :grown, differences in flavour," due to 

the· method of harvesting ,and processing of the berries and to the .. var{o~~ba.cteria 
, .. , 0 --• • 0 • •·•--·--••-•• -"' O O ~-·-••·•-•+--••••••OM • • O • 

moulds and soils with which the berri.e.s come into contact, apparently account for 
· • r . : . • .. .. . -· : . ·; ··) J . . ::· ..1. \: • ~:. w • -· • • 

the p!_'.ice differences . ~iween··--:ara-iiIIan:; coffee and coffee from other La tin 
~ · ... ··· ··.~ ... ···-·•·:· .... · .. .. _:..: ...... ~~.'.~~.:•~ .. -- . . ,., . . . . 

J'Jllerican countr-ie:s: _ · · i ' · t- .. ··. ·- ·--. ·, .... • 

(b) Export performance, 1255 to 1966 

The vo~ume of exports of coffee r~se by 4 per cent annually betw~en 1955 
and 1966. However, the price received per bag declined by nearly one third 

from t;6l.60 1.n 1955 to $42.40 in 1960, and total export _ear¢.ngs from coffee, 
• ..... ,'", •,. ,-••• \•~, .. ::;;· •• ,.'.~•:, • . . j· ·, r •• ·, .. ~_ ·····•••'· ·-· ·•·· 

while fluctua-ting,·declined''·froirr '$844 'milli on' in "195, -to -~713 million in 1960. 
Exports ·9f coffee continued to -increase sOmewhat during the period 1961-1966; 
the average annual ·.,forei gn : sales amounted to 16.4 million bags as compared to 

15.3 million bags .during the 1955 ... 60 -period, with a low of 13.5 million· bags -

due -to- fr;ost damages ·.to the 1964 harvest - and a high of 17 million' bags in 

1966. Prices continued to· decl:i,ne to ·~J8.,30 per ·bag up to 1963; thereai'ter 



1955 
1956 
1957 
1958 

, 1959 
- ·1960 

i961 
.. , . 1962 ' .. 

1963 
1964 
1965 
1966 
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Table 

EYJ>ORTS OF GOFF~~. 

Volume 
1000 bags 

1.3,696 
16,805 

14,319 
12,88.3 

17,4.36 
16,819 
16,971·. 
16,376 

. 19_, 513 
14,946 
13,582 
17,030 

1955 TO 1966 

Unit value Value 
$ per bag US$ million 

61.6 844 

61.J 1,0.30 

59.0 846 

53.4 688 

42.0 733 
42.4 713 
41.9 710 

39.2 643 
38.3 .748 
50.8 760 
52.,3 707 
45.3 772 

Source: Issues of Annygio ~§tatistico do Brasil, IBGE, Conselho Nacional de 
Estatistica; 1966 is CA.CEX estimate, Economic Growth of Brazil. 
Problems · and Pros,pects, Vol. III, 23 October 1967. 

they rose a~ain to ~;,52 in 1965 and ~,45 • .30 _:i_n _1966 . As e. result, total export 

earnin6s rose oy 1.5 per cent per annum during this period to ~772 million in 

1966 • . ·As .a percentage of total revenue from all exports, there was a decrease 

.. in coffee I s share from 59 per cent in 1955 to ,~4 per cent in 1966 •. 

· 4. Government policy and the International Coffee .Agreement 

Due to the dominating r81e ~f the coffee sector in the Brazilian economy, 

the .Government tried for years to regulate output and exports in order to · 

maximize the country's foreign exchange earnings. This policy was based on the 

assumption that wor_ld dem_a.:nd for coffee- is highly inelastic; that BrEl:zil, which 

produces near~y half of the _ world's coffee, ·might act as a residual supplier and 
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that it was therefore iri a position to influence prices in any given period; 

that the International Coffee Agreement (IC.l:i.) would help to limit th_e 

replacement of Br~zilian coffee exports by exports from other producing 

countries. Brazil tried to convince the other coffee produci ng countries 

through the IC~ that .world prices for coffee could only be maintained if supply 

could be kept under control through export quotas. It also attempted to Inake it 

clear that if some exporters tried to i ncrease their share in the world market 

whenever permitted supplies exceeded demand, Brazil would adjust her prices in 

order to stay in line. 

In its .domestic policy the Government tries to reconcile two d;~~e:I'e.'?:~ .. 
objectives:··· "Tl} "the .. liaj.,t~ti~~ ~f p;od~ctio~ of coffee to tbe . amounts needed 

'. • • l . '· ., ! , . :. .... , 

for e_:ig:,ort- and· .. for ·.internal .consumption, plus ·an ·adequate reserve ·ro-r-oao crop . 

years and (2) the granting of satisfactory incomes to the coffee ~ector. It 
. . 

uses various measures •in. order tb insulate internal prices-from export prices, 

such as tight controls.for exports by requiring that each shipment is to be 

formally authorized, the fixing.of the amount of foreign exchange which 

exporters have to surrender for .each bag of coffee exported and the fixing of 

the rate of e~change for coffee exports. The effect of these measures is that 

the' Government, in-t~e r}fst piace·,- by ·se.tting the ~ount- ~f .the .. i'~rei.~n· · :·.·. 
• 1 •. • 

excha~ge '\o :pe handed ·over to ·it, · is setting a floor price. It thus limits the 

attractiveness of Brazilian coffee in foreign markets. In the second place , 

the fixing of· the exchange· rate ·.for coffee exporters .limits the 'attractiveness 

of exports against sales to the Government itself. . . 
.. -: . :.-.:l .. ·-.•.: ::_°._' •• -..•.;,:. ·•• ','~•:... 

Through the disp·a'.r:ity thu~ created, the· .Government .. ·ca.if·reta:in· a large share 

of the export re9eipta which is used to buy ·surplus q_offee from the growers. 

While the funds withheJ,d in this .way have a contra:c~ry effect on the· economy, 

the buying .. of the surplus from ·farmers has 1·an expansionary ·effect and whether 

or not the whole transa~tion is ·· inflationa:ry depends on a nuniber of factors,' 

such as the size of the crop, the prices paid for it, the value of the foreign · 

exchange an exporter has to surrender per bag of coffee exported, the amount of 

cruzeiros he receives in return and the prices charged for internal consumption. 

j? 
l 
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5. The surplus problem and measures to curb overproduct ion 

While it would be normal for Brazil to maintain coffee stoc~s of about -one year 1s production as a safety measure for bad crop years, the stocks 

actually accumulated during the 1960ts were far larger. They rose from 

35 million bags in the 1959/60 crop year to 66 million bags in the 1965/66 year, 

(80 per cent of the world stocks) and declined slightly to 61 million bags in 

1966/67 . 

Table 

THi GROWTH Of S~OCKb 

(in million bags) 

.. 1960/61 ! 1961/62 j 1962/63 ( 1963/64 I 1964/65 1965/66 ! 1966/67 

I I 

Beg . st ocksl!,_ 34.9 42 .9 55 .1 60 .3 57 .6 54 .4 66 .0 
Reg • . productionig_ 29 .8 35 .9 28 .7 23 .2 18 .1 37 .6 19 .4 
Int . consumptionll 5.8 6.2_ _6.7 7..5 ' 8.1 8.5 9.0 
Expor tP 17.0 16.4 19 . 5 14 .9 13 ,5 17 ,0 17 .0 
Surplus/deficit +7 .0 +13 .3 +2 .5 +o .8 : - 3.5 +12 .1 - 5.2 ) 

End st ocks.LJ.. 
I 

42 .9 55 .1 60 .3. 57.6 
I 

54.4 66 .0 60 .8 I 
I 

/1.. From 1960/61 to 1965/66, stocks are bas·ed on crop year figures , i.e . 
end st ocks are 30 June pf last h0.4-f of crop year; for 1966/67 pr eliminary figures . 

b,.. Crop year (July/Ju:ne) figures . 

f.1. . Calendar year figures of last half of _crop year designation • 

.:3ource: Brazilian Coffee Institute (IBC); IBRD , Current lconomi c Po§ltion grid 
Prospects of Brazil , Vol . II , page 64, 23 October 1967 . 

In order to prevent any further rise in stocks, the annual production would 

have to decline to an .average of 25 million bags . However, to r educe accumulated 

stocks, pr oducti on would have to come down even further , probabl y to about 

23 mill.ion bags annually . This target could be raised again if and when exports .. 

and inter nal consumption increased . 
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? To achieve this goal, there is only one,_long-term answer - the diversifica · 

tion by coffee growers into other crops. This could be achieved by various 

methods such as lower support prices for coffee, individual quotas, measures 

to reduce replanting, geographical limitations on production, inducements for 

the eradication of coffee trees a:nd/or inducements towards other kinds of 

production (diversification). The method adopted a:nd followed by the 

Government has been that of granting inducements for the eradication of coffee 

trees and for the production of other crops (diversification) and, to some 

extent, the setting of lower support prices. 

The eradication and crop diversification programme 

A special group - the Executive Group for the Rationalization of Coffee 

Growing (GERCA) was set up with the original goal of eliminating 2 milliard 

coffee trees within a period of two years. 

granting payment for each tree eradicated. 

is revealed by the following: 

GERCA's main method consisted of 

Its achievement from 1962 to 1964 

!Sao Paulo 

Minas Gerais 

Parana 

Espirito Santo 

Others 

Total I 

Table 

NUMBER OF TREES ERADICATED UNDER 
GERCA PROGRAMME, 1962-64 

(millions of trees) 

1962 1963 1964 

93 117 30 

60 115 20 

14 72 35 

23 43 7 
16 34 I 5 

207 I 381 I 98 
I 

Total 

241 
194 
122 

73 

56 

i 
686 i 

Source: GERCA 11Relatorio 11 , 1964; IBRD, Current Economic Position and Prospecti:1 
of Brazil, Vol. III, 14 June 1966, p.18. 
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The goal of the GERCA Programme was far from achieved and of the 

2.4 million ha. planned for clearance only 772,000 ha. were cleared. A reason 

given for this shortfall was the lack of financial incentive. The rate of 

compensation paid - Cr.15 per tree - remained the same throughout this period 

of inflation. A large amount of eradication, estimated at 995 million trees 

net (1,295 'inillion cut down and 300 million replanted), took place outside the 

GERCA programme. Since most of these trees were old and low-yielding, the total 

coffee production was not reduced commensurately with the number of trees. It 

~ ~eems that one of the loopholes in this pr ogramme was that payments made for 

the cutting down of old coffee trees has merely been channelled back into 

improving the prod~ctivity of the rest of the coffee plantation. ~t has, for 

instance, been pointed out that, in the Sao Paulo region, the number of coffee . ' .. . 

trees in 196~ was only half as great as seven years earlier, whereas coffee 

production remained as high as before. 

Some of the shortcomings of the programm.E:l. were corrected later on; for 

instance, compensation paid per tree. varied ~etween Cr.260 and Cr . 500, depending 

upon tpe area and the .percentage of trees eradicated per plantation (payment 

per tree increased if a high~r percentage of the trees of the plantation was 

cut down). ~oreover, the total amounts were not paid out to the farmers 

innnediately • .. A farmer received Cr.70 per tree ~n sign~ture of an _eradication 

co~_tract, Cr. 50 on proof that eradication had taken .plac.e , 50 per cent of the 

balance on proof that there ha.4 .been ploughing, .seeding and germination on the . . . . . . . 

eradicated land, and the balance sixty days after this payment in ·the_.:fo.rm. of , 

credit f~r two years~ If .the farmer maintained the crop diversification .for 

two years, no repayment was requir~ at the end of the two years. 

Crops allowed in the coffee diversification areas are as .follows; 

Maize 

Rice 

Wheat 

Beans . 

Avocados 

Walnuts 

Peppermint oil 

Tung oil 



Manioc 

Castor beans 

Sunflower 

Soyabeans 

Groundnuts 

Cotton 

Tobacco 

Citrus fruits 

(except in Parana and' 

Minas Gerais) 
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Animal feeds 

Wood 

Et-va-mate 

Pineapple 

Silk 

Vegetables , general 

Potatoes 

Onivus 

Somewhat different arrangements were made for the use of cleared land· for 

the livestock industry for milk production. · This industry is permitted. in 

nine States only1 and limitations are imposed as ··to the percentage of the 

inducement payments to be spent for livestock, equipment and forage crops . 

An additional stimulus was given to the programme· by announcing the increase 

in support prices for alternative crops in advance of planting . These increases, 

except in the case of beans , were moder ate in the light of inflation. For 

instance , the 1966/67 support price per 60 kgs . bag for l ong-grain- rice was 

Cr .10 , 500 (Cr .8 , 289 in 1965/66), for maize Cr . 5, 580- 6 , 300 (Cr .4 , 815) , for 

beans Cr .18,000 (Cr . 9,800). Additional Government measures are subsidies on 

purchases of fertilizers , special terms for the purchase of agricultural 
' . 

machinery and IBC interest- free loans after July 1967 in areas covered by 

? diver sification contracts on non-permanent crops for two years and on permanent 

crops and forestry devel opment until the first economic crop has been -harvested . 

The first phase of the eradication programme was finished after mid-1967 . 

The coffee planting area was reduced by 1 . 5 million ha . from 4.4 mil lion ha . 

in 1961 to 2. 9 million ha . in 1966/67 . The land cl eared from coffee trees 

has been replanted in the following way: 

1Acre , Bahia, Ceara , Espirito Santo, Minas Gerais , Paraiba, Pernambuco, 
Rio de Janeiro , Santa Catarina . 
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NEW USE OF LAND CLEARED FROM COFFEE,TREFS 

Land use Area in ha. % 
.. ,_. 

-1 Pasture .. 650,000 44 ..... . .. . .. ~ ... 

Maize ',-,. .. . .. 275,090 19 
' .. .... ·• 

!Rice .. l?0,000 8 .. . . .. 

Cotton .· 85,000 . 6 ... 

~0ans 60.,000 4 
Sugar cane 50,QOO 3. 5. 

.. .. 
Cassava 35,000 2. 5 

.. 
Peanuts 35,000 2. 5 

Castor beans 20,000 1 . ' 

.. 
:Forestry 10,000 0.5 

Other 160,000 9 

Total 1,599,000 ; 100 
! 

Sour ce: FAO . · · 

With these results the first phase of the coffee tree eradication and crop 

diversi fication pr ogranmie 'was concluded .· The :second . phase of the programme will 

consist of devel opments in the field of processing facil ities for agrfdultural 

produce -and a -· bett:ez· transportation system in order to impr ove the marketing 

pr6fess for the new crops in the coff@e producing· areas. · . 

7 Th;~;~tically :Brazil's coffee production should ha.Je· been reduced by 

16 m.UJ.ioli bag·s or·,cotfee-·per ·year, if one assumes (aJ that. one ha ! b>ears an 

average 870 coffee ·- trees, (b) that) therefore, LJ·· ~lliar~·:·. coffee trees were 

eradi cated and (c) roughly 400 milliol,l coff.ee. traes produce 5 i;nil.lion bags of 

coffee -per year . _However, since in many ~ases ol,d and_ low-yielding trees were 
. .... ' ,- - . . . - . 

cut do-wn while high- ~elding ~fees w~re left to produce, a very rough estimate 
. . . . . .. ~ 

of the reduction in annual output might be put at about 10 million bags . 



\ 

- 56 -

6. The problem of the coffee support price 

It seems that successive governments were hesitant to take the most 
. . .. .. . . ... 

important step in reducing coffee production, which is the lowering of the 

guarant'eed .. :ininimum price for coffee in order · to make marginal coffee 

plantations do-wnright unprofitable. One step .. in this direction :was carried out 

in July 1966 when the IBC announced that the 1966 minimum price was to be the 

same as in the previous year. Allowing for inflation, this meant a price 

reduction of more than a third in real terms. Production was also discouraged 

by raising the quality standards for coffee beans to qualify for the guaranteed 

price. Thus, the IBC also ceased for 1966/67 to offer price guarantees for 

coffee inferior to type 6 in areas where the best coffee is grown. 

These encouraging measures were offset again by IBC Resolution 409 which, 

beginning 12 June 1967, arranged for a substantial increase in the coffee 

support price. The support price for medium-type coffee, mainly for export , 

was raised to Cr . 50,600 per bag compared with Cr.39,500 in January 1967 and 

Cr.36,500 in July 1966 . . This is an. increase .of 8 . per cent and 28 per cent ·-respectively. It wa~ furthermore, announced that an increase of 11 . 5 per cent 
-..... . . . .. . .. , . , . " .. , .. ·• -~-. . .... , -· ... . . . . . .. . 

at both price levels was to take place in January 1968. 

If the achievements reached so far towards the solving of the coffee 

problem are to be secured, three possible alternatives are stated to be open 

to the Government: 

{a) the coffee support price must be set at a level which does lead to 

an expansion of production. This means that the Government must 

establish a breakdown price for coffee versus other crops; 

(b) the Government must impose a strict control over the planting of 

new coffee trees and over the replanting of areas where old coffee 

trees have been eradicated; 

(c) the Govarnment must set up a system whereby IBC pays a lower price 

than the average support price for the amount of coffee produced in 

excess of that needed for exports, plus internal consumption , plus 

stock replenishment . 

-· 
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COTTON 

" bottqn is Brazil's major industrial raw-mat~rial crop. ~oquction increas~d 
. . . . . ' . 

rapidly -.b.y_. an .. .a.1rerB.ge .. ..af .... lO ... per :Cent . annually,_ .be:t:w:e_e..n._ l 958 an..~Ll 9.66, to .. __ . _ ..... 

822,000 metric tons, ·:While the acreage rose on the .average by only 4.4 per cen.t 

per annum, thus r efl'.ecting the subs~antial increase . in yield achi eved . The 
. . ' .. -~ 

total e.s;i.reag_e amount~(! to J.7 million hectares in 1965. 

The .principal cotton-growing States of Brazil are Sao Paulo, Parana 

and Minas Gerais whicli produce more than hiµ! the annual cotton crop. Of 
. . . 

imports.rice are, furtp:~rmore, the Nortb-F.astern States of Maranhao and 

·Perniiiiibuc6 -wh:G;:p-·accouiit . :tor ·one .. ~thfrd .. o:r-···the" crop~- The . cotton . grown . in ··tnese .. _ .... 
States is perennial or tree cotton. 

Brazil once belon.ged, to the four ,.ma.jor cotton-exporting countries of the 

world with the United States, India and Egypt which together supplied roughly 

80 per cent of the wor],.d's . exports .in• 1938/39. By 1964/65, this :· share was 

about halved since .cotton is now exported by more than fifty countries. 

Brazil's . exports Qf raw co.tton .b _aye .. risen at a fast pace, from 

40,000 metric tons in 1958 .. ::to 236,000 · metric tons in 1966 thus averaging a 

25 per cent growth rate per ,anmun. This increase was most rapid bet\<{een .1958 

and 1961. Since prices :experi~nced a constant decline after 1961 from 

$532 per metri9_ ton to $470 in 1966, export earnings remained stabl e at .~9und 

$111 mill:l.on ... b';;ltween .. 1961 and .. 1966. 

· The ·world ' cotton situation is dominated by United States policy, which at 

pres·ent is .gi.dded by the · Food ' and Agriculture Act of 1965 with r~spect .- to the 

crop years 1966/67 · to 1969/70; · ·· this led to a reduction of · support prices in 

the United States and. to the granting. of, incentiv:es _for ._the.,d~vers~on <;>f cotton 

acre~ge to soil co.~serva!;ion use. The. effects o:f'.. th,ese m~asures. during the 

1966/67 season was ... tQ_ r~q.uge the cotton acreage ·_in the _ Y.:nited ~tates by 30 per 

ceJ?-t; · stocks decrease~ oy,r46 per cent as a r es\lJ:t .,:of higher exports · (for the 

1966/67 cotton crop _y~ar t~e price was set at 21 cents per pound compared with 

29 cents in 1966) .. and defense• d~d. This section needs to : co.nsider . st~ple 

length .. of·. Brazil I s · proq.uc:tion as_, longer than medium ·. staple prices _ are . strong 

and rising. 
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BRAZIL - PRODUCTION AND EXPORTS OF RAW COTTON (SITC 263) 

iYear 
. ,Lb , . 

ExportsL.g Areab. Production · 1 Volume Value 
1000 m.t. 1000 m.:t. unit value million US$ 1000 ha. US$/m. t . 

' 
1958 .382 40 619 25 2,771 
1959 466 78 456 36 2,707 
1960 536 95 480 46 2,745 
1961 609 206 532 110 2,930 
1962 634 216 519 112 3,224 
1963 652 222 515 .. 114 3,458 
1964 590 217 499 108 3,554 
1965 662 196 488 96 3,749 
1966, 822 .. 236 470 111 ·, 

I I I 

. Sources • L1 . . .. . UN Statistical Bulletin for hatin America, Vol. IV, No. 1 • 

¼ssues of Anriuario Estatistico do Brasil, IBGE, 
Conselho National d~ Estatistica; 1966-CACEX 
preliminary figure.__ · · 

LJ.FAO Production Ye~rb~oks 1960, 1961, 1963, 1965. 

With higher United States exports and continuing competition from man­

made fibres, Brazil's future foreign -exchange earnings from cotton ~ill depe~d, 

? not on her ability to expand production, but. on the limited international demand 

for cotton • .lf the United States raises her share in world· exports of cotton 

to 30-35 per c8nt in 1968/69 and J1. Brazil_ is able to maintain her share in the 

remaining cotton market, her exports in the 1969/70 season~amount to 

approximately 219,000 metri.c tons compared to 236,000 metric tons in 1966. 

Since unit pricea are also expec±ed to declJ.ne from $470 per metric ton in 1966 
◄ ------ ' 

to $430 in 1970, Brazil's exchange .. receipts · from cotton exports for the period 

up to 1970 may amount to approximately $100 million per year . 

In 1966, 51 per cent of Brazil's exports of raw cotton was shipped to 

Western Europe . The EEC purchased 41 per cent of total Brazilian cotton exports 

($45 million), and within the EEC 18 per cent ($20 million) were imported by 

the Federal Republic of Germany, 9 per cent ($10 million) by the Netherlands , 

6 per cent (~6 mil lion) by France and 5 per cent ($5.7 million) by the Benelux 

countries . Other important markets _for Brazil's cott~n were .Eastern. Europe, 

which bought 17 per cent ($19 million) of total Brazilian cotton exports , and 

Singapore, which imported 13 per cent ($14 million). 

-· 
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. ·•·· .. ~---- --·-.. . '..; ...... -~ -· . 
SUGAR CANE 

The ac~eage used· i~ . B~aizil for the produetion of sugar cane rose steadily 

by .. n~ar ij ;;n~. thl.rd·:-:-i;;;t;~~;;, 'i 958 :· Md .. 1965 to "i~ 5 mi~.lion hectares . The 
. •f. : . • . 

conditions·_ f QF the ~uJ,. ti yfi.t.~g~_'.g_f . this -~F9.P .. itr~ . .f.§l-:YO~abl.~ .. t~9~hout t~.e 
I 

country! except for the extreme South. The major ,production areas are 

Rio de Janeiro, Minas· Geraif', Sao Paulo, Parana, P.erriamb11co, Alagoas .. and 
.-, ~: . -.~. ':' •. . . . . . 

Paraiba . The yields ,on a country~wi de basis have yaried from 40 to 44 metr~c tons 

per hectare; 1however, high: yields. of 55 metric ton; per hectare and 
. . 

66 metric tons per hectare have been achieved in the States of Sao Paulo and 

Par ana: .'respectively. The Government is foll owing an active policy of expandi ng 

the acreage for sugar- cane production and of modernizing and increasing the 
·c·a~city ~r·;;,gar" mills. '"'iiiis ... policy"is··partl y tied in with"' the coffee .. 

diversifi cation programme, since twenty- nine out of the fifty pl anned new 

sugar mill s are to be built in areas where the coffee tree eradi cation pr ogramr4e 

has been under way. 

Pr oduction rose more rapidly between 1958 and 1965 than the i ncrease in 

acreage: by an e.verage of 5 per cent per annum compared ·to 4 per cent per 

annum in acreage , ·indicating a steady rise in yields . Output reached 

66.4 million tons in 1965 after · 47 . 7 million tons . in 1958 . 

The rise in exports in volume and value has ·e~3n been more spectacular . 
• I ' • • 

The volume of exports rose by more than one third between ·l958 and 1966 
to reach nearly .one million tons (averaging an increase of nearly 6 per cent 

annually) , while the value of exports reached $80 mill ion, after lows of 

$33 milli on in' l959 and 1964, and averaged $52 million annually during the 

nine years. The volume of exports , prices, and the export value experienced 

substantial fluctuations during the period, reflecting the changi ng conditions 

of the international sugar market . 
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RAW BEET AND SUGAR CANE: PRODUCTION AND EXPORTS (SITC 061.1) 

... / .~-- .. 

~~ail Productionfl 

Exports {raw sugar)L.g 
. . .. 

Year Volume Unit value 1000 ha. '000 m.t. 
1000 m.t • us~ per ton 

1958 1,172 
. 

640 47,703 74 
1959 1,208 50,019 483 69 
1960 1,291 53,477 700 75 
1961 1,340 56,927 783 84 
1962 1,367 59,377 440 89 
1963 1,467 62,534 461 136 
1964 1,509 63,723 252 131 

.1965 1,519 66,399 710 
.. 

76 
1966 j . I 998 81 

I ..f ~ • 

j ; i 

Sources: .Lb:FAo Production Yearbooks,. 1960, .1961, 1963, 1965. 

ilrssues of Annuario Estatistico do Brasil, IBGE, 
Conselho National de Estatistica, for 1966 CACEX 
preliminary figures. 

Value 
million US;~ 

48 
33 
53 
66 
39 
63 
33 
54 

i 80 
' 

Prior to 1960, Brazil's exports went to the low-priced unprotected, "free" 

world market1 in which it maintained a basic export quota of 550,000 metric tons 

under the International Sugar Agreement of 1958. This Agreement was to be 

effective for five years beginning in 1959; it broke dovm, however, and the 

quota regulations were abolished. Brazil received a small allocation of Cuba 1s 

share in the United States market in 1961, which was changed to a basic quota 

of 180,000 short tons under the United States Sugar Act amendments ·of 1962 

and to a basic quota of 341,000 short tons (309,000 metric tons) under the 

United States Sugar Act of 1965 which is effective until 1971. Brazil may 

also share in the deficit of quotas not filled by other suppliers; thus in 

1966 it could supply a total · of 434;000 metric tons ·to the United States. 

1autside the higher price preference areas of the United States, Western 
Europe and the United Kingdom. 

-· 
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In 196?, Brazil's annual quota on the basis of a United States r equirement of 

10 .4 --million short tons .(9 . 2 mill ion short tons in 1965) was about 

424, 000 short tons (385 , 000 metric tons) at a unit price of 5. 3 US cents 

per pound~ . This -compares to a world market price wnich varied between 

1.5 and 2. 5 cents ,per pound in 1967. 

- . · ·. Brazi l ' s expoli'ts to t!:le "free II world market fluctuated · during the · 1962..:66 

period between a low of 69,000 metric tons in 1962 and ·a high of 

495,000 metric toris in 1965. · 
=· ' 

If a new International Sugar Agreement should come into operation in i968, 

the Brazil ian quota may be reduced to · 2So,ooo metric tons until 1971, since 

Br azil' s .United States _ qJ.1..0:t~. _y1oul.c;l be taken into .. account . The free world 

market price under such an Agreement could reach about 4 US cents per pound 
- • - > • 0 0 0 ••-- •' ••--• ·• .,, • 0 0 - 0 . ... 0 •• • •• 0 0 •0 o, 00 • 0 • • • •• • · ---~ O•OM••- -• 0 •0 0 

in 1970 . Brazil 's s~e .of. the market in 1971 would then be comparabl:.a to 

its 1961-65 average of 'L7 per cent, assuming that world expor ts would 

µiqr~ase at. 3 per .. cent __ per y~.ar ... ... Based on these assumpti ons., Brazil.1.s:. export .. 

earnings from raw sugar exports could amount to ~70 mill ion in 1971 'Which 

would be below the $80 mill ion earned in 1966 • . 

Of the total 1966 sugar exports, 71 per cent, _valued at $57 million, 

were shipped to the United States ; 15 per cent worth $12 million to devel oping 

countries; 14 per cent ,. valued at $11 million, to Western Europe, the main· 

share . ..: or $7 . 7 million· ·- goi ng to the United Ki ngdom. 

COCOA 

Cocoa production on a world basis suffers from the difficulties which are 
. . ~. 

typica.,1 ,for ·trop~cal tree crops, such as relative inelasticity of demand with 

r espect to income , _infl exibility of supply in the short run , and the t endency 

of crops towards f l uctuating output owing to changing weather conditions . 

The production area of cocoa in Brazil , which is located mainly in the 

State of Bahia,: a.mounted .in 1966 to an estimated 350,000 ha . consisting of 

about 350 million tree~ __ mos~ly betw_een forty to sixty years old. Between 1957_ 

? 
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and 1962 the average yield on the plantations decreased by 30 per cent to 

JOO kgs ./ha . and it r emained at this -low lE::vel up to 1965 . · ,Production during . 

the 1958/66 period reached ·a high of 199,000 metric tons in 1959; it con- . 

sequently decl ined to 109,000 metric tons and began to rise again to 

171,000 metric tons -in 1965 . It dropped again to 135 , 000 metric tons in 1966. 

In 1966 a replanting programme was started with the goal of uprooting and 

replanting 10 per cent of the area in the period up to 1971 . However, in 1966 

only 2,000 ha . were r eplanted instead of the annual 6,600 ha . necessary in 

order to reach the 35,000 ha. goal in 1971 . The returns of the plantations 

could be somewhat improved by better control of some disease problems and by 

better pr actices .in fermenting and drying of the cocoa beans . 

. COCOA BF.ANS PRODUCTION AND EXPORTS (SITC 072 .1) 

.. 
fucports~ ProductionLl 

.. 

Year 
1000 metric tons Volume Unit value ·· -Value 

1000 metric tons US~/metric ton million USi( 

. . 
1958 174 103 868 89 
1959 199 80 743 59 
1960 122 125 553 69 
1961 118 104 442 46 
1962 109 55 440 24 
1963 122 69 508 °35 
1964 · ll8 75 464 35 
1965 171 92 301 : 28 
1966 135 113 

I 
449 51 

Source : ~, Stati stical Bulleti n for Lati n Amer ica . 

ilr ssues of Annuario Est~tis.tico do Br~sil , IBGE, Conselho . National 
de Estatistica; ·the 1966 figure from CACEX, preliminary f i gure . 

Exports in terms of volume rose by only 13 per cent between the 1958/ 59 . 

and 1965/66. There was a shar p decli ne from 1960 to 1962 when a low of 
. •' . . . . ' . 

55,000 metric tons was reached, but from then onwards expor ts rose agai n to 

113,000 metric tons in 1966. The 'increase in volume was more than 'offset by 

price declines and the value ·of exports· fell to ~51 ·milli on in 1966, after 

$89 million in 1958, with lows in 1962 and 1965 of $24 and $28 million 

r espectively. 

• 
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)(. 

If Brazil is able to achieve the improvements planned in cocoa production, i (V 
it may be able to increase its share in the world market from 6 pe·r cent in 

1962j65' ·'to 10 per cent in 1971. Exports may then amount to around 

120,000 metric tons. Yields in 1967 already showed an improvement over the· 

previous years • . The yield in bean equivalent had risen to 450 kgs ./ll?- •. and 

further increases are expected, the estimate being 510 kgs ./ha • . in 1969/70 and -.::. 

600 kgs ./ha. in· 197 4/75 ," when more of the newly-planted trees a.re to en~er -ipto -.­

production. · I-t _. is expected that by then economics will also . be ach;ie.:ved by . . 

improv\iments. in the transportation system and by better port facilitiEls . .Since 

higher prices-are forecast - the 1970 value is stated at $485 per metric .ton 

of cocoa beans .;., .foreign exchange earnings may amount to $58 milli_qp. in 1970/71. 

Of the 1966 cocoa . exports 62 per cent worth $31 million were shipped:_ .to the 

United States; the Latin American republics bought 22 per cent ($11.4 mil,].ionL 

and Western Europe 7 per cent ($3.4 million), of which $2 .8 million (6 per cent 

of the total -exports) were imported by the EEC. The major market within the 
.. ,. 

EEC was Holland, whose imports of Brazilian cocoa were .valued at :li>l.8 million. 

F.astern Europe's imports were worth ~3. 8 million, of which $2 million went to · 

East Germany. 

TOBACCO 

, T~e acreage used for tobacco production in Brazil increased rapidly be~ween 

1958 and 1964 - by nearly 6 per cent per annum to 251,000 hectares~ and output 

of tob~cco rose at a slightly higher rate, from 144,000 metric ton~ in 1958 
to 228.,000 metric tons in 1966. About 40 per cent of this output originates 

in the State of Rio Grande do Sul; other important producing States are Bahia, 

Santa Catarina, Minas Gerais and Alagoas • 

... · .. Roughly 75-80 ·per cent of the tobacco has been used -for domestic con- . 

su.mption, the rest being exported mainly for the manufacture ·of. cigar s.. Expor ts 
.. 

hnve thus increased at about the same rate as production; they rose in terms 

of volume from 30,000 metric tons in 1958 to a peak of 60,000 metric tons in 

1964 and declihed again to 45,000 metric tons in 1966. As tobacco .prices 

remained relatively stable around $530 per metric tori , with a · high :of 
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$599 per metric ton in 1960, when Cuban supplies were cut off, and a low of 

!lii472 per metric ton in 1964, foreign _exchange earnings from tobacco.< 0l eaves 

followed roughly the same trend as the volume of exports: a high of 

~28 milli on was reached in 1964, followed by a gradual decline to $22 million 

in 1966. 

The market for Brazil's tobacco is in the United States and in Western 

Europe where it was imported in increasing quantities with th·e falling away of 

imports from Cuba. A breakdown of export markets in 1966 shows that 85 per 

cent of Brazil's toba~co exports (valued at $20 million) were shipped to 

Western,Europe . The _EEC absorb~d more than half of. the total ($12 million) 

and within the EEC the most important markets were France ($4 million), the 

:F'.ederal Republ ic . of Germany ($3 million) .and the Netherlands ($3.7 million) . 

The EFTA countries imported 17 per cent of Brazil's tobacco valued at 

$_4 million.. Another impor tant market , in 1966, was Spain, where imports of 

tobacco from Brazil were valued at ::i>J~J .million. 

Year 

1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 

. Source . 

PRODUCTION AND EXPORTS OF TOBACCO (SITC 12) 

Exportsfl 

Areafl. ProductionLg Volume Unit value Value 
1000 ha . 1000 m. t . . :000 m. t . $ per m. t • million$ 

181 144 30 507 15 
191 151 28 546 15 
213 161 31 599 . 19 
227 167 48 555 27 
232 187 4l 576 24 
250 207 44 548 · .. 24 
251 210 6o 472 28 

248 55 fA: 477 26 
228 45 I 499 I 22 

' I 

fl.. . . . IBRD, Curr ent Econonu.c Position and Prospects of Br azil, 
Vol . III, 14 June 1966 . 

L2tJN, Statistical Bulle~in for Latin America . Vol. IV , No . 1. 

LlAnnuario Estatistico do Brasil, IBGE, Conselho National de 
Estatistica, except 1966 which is CACEX. 

~reliminary. 

• 
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Estimates for the period 1966-71 indicate that.the volume . of exports could 

i ncrease at more tl;l.~ twice the rate of growth . of th~ Uni t _ed ~tates tobacco 
,, . . . 

market, which is ~xpected to rise at 4 per cent lµlnua.lly . I_t is also 

estimated that the.average price paid may ris e to ·$550 .per metr_:ic ·ton and 

that . ~~art earnings may thus increase to about $39 \nillio.n in ·197{·. 

RICE 

The aG.r.eage for rice production in Brazil increased rapidly by an annual 
•·• . - .. . . . ·• . . . ...~ -·-•··• ......... .. ,. .. ' .. . --~··· ·•· •·.... . ... - . .... -~--- -~ 

average of ab9ut 7 per cent between 1958 and 1964 to 4 . 2 million hectares . 

Pr od~ction ro~e during the same period by nearl~ 9 ·p~~- cent to 6:) million tons 
• .. , • • • • •'• I 

: in 1964, thus reflecting a small increase in average yields . If the record 

···~;-;·~-- ~.f· 7--~-~iiion tons in 1965 is in~lud~d, when''ifeldit"apprciacnea"•tlie .. p'ewc-: 
reached in 1961, the average is somewhat higher; but this was~ ~xceptionat1~ 

~ . 

good year and production declined again to 5 million tons in 1966. 

The growth of rice production has thus been largely due to expa.nged 
., . . 

acreage, most of which was associated with the cultivation of new land in 

Ma.to Grosso, Golas and Maranhao . Other imp9rtant ri~e- pr oducing States are 

Rio Grange . d,o Su,l..,_ M.tna,~ Gerais . and Sao Paulo . The yields have varied widely . . . ~ - ·--·--•- -· ... .. ... .. .... ' , ...... 
in these areas betwean 1,200 kgs ./ha. for u~land rice, which is cultivated 

throughout Brazil~ and more than 3,000 kgs~/h~.- in. the.· irrigated. ~eas or-~-.: .. · 
Rio Grande do Sul. · 

Expor ts of rice, while fluctuating widely, ros.e . by 8!1. averag~··a.nnual rate 
· · - 1·. · .... · : .:. ·-· t , J .. .. '-•i 

of 22 per cent between 1958 and 1966. However , most of this incr ease occurred 

in 1965 'and · 1966. The volume of exports rose to ;320,00Cf meti-ic t'cins · i.n ·the 

latter year/while the price reached a peak of $114: per mettle ton, ·thus 

pr ovi d:i.n'.:g $)? \nil lion in export earnings • 

The markets of Brazilian rice are situated in other developing countries 

and in Western Europe . 

The devel oping countries absorbed in 1966 57 per cent ($18 . 6 million) of 

Brazil 's rice exports , of which nearly one half went to Peru and roughly the 

other half to India . Western Europe bought 24 per cent or $8 million worth of 
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rice, of which nearly one half was imported by Italy. East Europaan imports 

from Brazil amounted to ~i•6 .J million, with the largest share going to the USSR. 

A recovery in rice production after the 1966 decline is expected for 1968 

and it has been estimated that the volume of exports could grow to about 

730,000 metric tons in 1971, which would correspond to 8 per cent of world 

rice exports . 

RICE: PRODUCTION AND EXPORTS 

I 
: . 

Areafl. Productionft 
Exports fl. 

Value 
Year Volume (milled rice) 

1·000 ha. 1000 m.t . tooo m.t. I unit value million USt 
.. i us$/m.t. 

"1958 2,515 3,829 52 108 6 
1959 2,683 4,101 10 108 1 
1960 2,926 4,795 - 70 -

' 1961 3,174 5,392 151 87 13 
1962 3,350 5,557 44 108 5 
1963 3,722 5,740 - - -
1964 , 4,170 6,345 . •. 12 71 1 
1965 7,580 237 100 I 24 
1966 5,072 . ' ·320 114 I 37 i 

' 

Sources: · ~AO Production ·Yearbooks, 1960, 1961, 1963, 1965. 

~ Statistical Bulletin for L~tin. America, Vol. IV, No. 1. 

L.lrssues of Annuario Estatistico do Brasil, IBGE, Conselho 
National; 1966 is CACEX preliminary figures. 

World rice prices were unusually high during ~965 and 1966 due to harvests 

of moderate size in the Far Ea.st as a re~ult of unf~vourable ~~~ather c~nditi~ns. 

Assuming that world production and exports recover to a more .'normal pattern -
. . ~·. . . : . ! . . 

the world market for rice is expected to grow at 3 per cent annually - the 

Brazilian rice price could decline to ~94 ·per metric ton in 1971. Export 

earnings would then amount to about $69 million • 

. ... .. ... ,_., 
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.... ,: . ·., 
-•4 •~ • •O ••◄ h--~ ••• • 

MAIZE 

Maize is in terms of acreage planted the principal agricultural product 

of Brazil. The area pl anted amounted in 1965 to 8 . 5 million ha . as compared 

·i-o· J ·:6-millioii ha. in · coffee prcitltrC"tiotr; · or 3 .4· mi'llion ha. · for- ·cutton. · "Between 

1 1958 · and 1966 maize production· increased · ·st8adily by over 6 per cent per year 

: to more than 10 million tons in 1966 f ollowing a r ecord output of 13 million tons 

in 1965. 

The main maize- growing States are Minas Ger~s , Sao Paulo, Parana and !. 
I 

Rio Grande do Sul. During 1962-64, 65 per cent o~ the crop land of thes~ · 
. ! t •• '·. 

States was used for maize production and provided .71 per cent of Brazil's · ... 

total maize productio~. Also with respect to yield per ha . these .states ;wif{· 
,. 

far superior to the rest of the country, aver aging 1 . ,38 metric tons per ha . 

as compared to an average of 1 .04 metric tons per ha. for the other States. 

Sizeable exports of maize began in 1963, whe~ 700,000 , ~etric toA~ were 
- . . ... · ______ ., ... ; .. __ -., ... ,· .. ~·''· .-- ·:_~- - .. :: 

shipped overseas . The severe drop to 62,000 metric tons in 1964 ,was due mainly 

to the severe drought which led to a marked inc~ease of ,.dom~stic _.4~nd. 

Foreign sales picked up again in 1965~ when 560,000 metric tons ·· were exported 

and they continued to rise to 621,000 metric tons in 1966. Expor t prices showed 

a favourable development during this period; they rose from $42 per metric ton 

f. o. b . Brazil in 1963 to $51 per metric ton in 1966. ·. · 

Brazil's foreign market for maize lies in Weste±-n .Europe, whose total 

imports of maize incr eased by 13 per cent ~ually between 1955 .rind 1.965 ·due 

to the growing need for livestock feed . West~rn Europe 's maize imports are 

expected to rise at the slightly reduced rate of 10 per cent per annum between 

1967 an~ 19'71. The forecast for Brazil is that it may account for . about 

6 pe_r cent. of the Western European market in 1971 if all of its exports continue 

to be directed towards this r egion. 

market was 2. 6 per cent in 1965/66; 

The share of Brazil's exports in the world 

it may grow to 4 per cent in 1971. Trade 

with other r egions, ~ticularly in the Western Hemisphere , -~y be possible .• 
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PRODUCTION AND EXPORTS OF MAIZE (SITC 044) 

... -·. 

- Production-4 Exportsil 
Year 

( 1000 metric tons) Volume Unit value Value 
( I 000 metric tons) US$ per ton million US~ 

- . 

1958 7,370 - - -
1959 .7,787 - - -
1960 8,672 - - --
1961 9,036 4 45 0.2 

1962 9,587 - -.. 
1963 10,418 699 42 30 

1964 9,408 62 47 3 
., 

1965 12,912 56o 50 28 

1966 10,240 621 51 32 
' ' 

Source:: ~' Statistical Bulletin for Latin America, Vol. IV, No. 1 
February 1967, p.40. 

¼ssues of Annuario Estatistico do Brasil, IBGE, Conselho National 
de Estatistica; the 1966 figure comes from GACEK, preliminary 
figure. · 

While prices may decl ine again to $45 per metric ton f . o.b Brazil, tho 

volume of exports may grow to 1.5 million_- metric tons, provided the expected 

improvement in the transportation system and ports is achieved. Export 

earnings from maize may then rise from $32 mill ion in 1966 to $67.5 mill:i.on in 

1971. 

DRY BEANS 

Brazil is the world 1 s largest producer of beans and also one-of its 

largest consumers. While beans play such an important role in domestic con­

sumption, the attention given to it by farmers with respect to improvements 

I 

in production has been slight. The area planted between 1958 and 1964 increased 

by an average annual rate of 6.6 per cent, to ov0r 3 million ha. in 1964.-
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However, production rose by only 5 per cent per annum (2 million metric tons 

in 1964), indicating ·that the yield per ha . has been declining . One of the 

reasons for this state of affairs may be that the prevailing level of prices 

to producers has not been conducive to a modernization of pr oduction. Due to 

the high domestic demand the export of beans was never seriously considered • . .. 
Output is expected to continue to grow ·as a result of .the i ncrease in the " 

area under cultivation in· ord.er to keep up with the rising domestic demand . 

It reached a p·eak production of 2.3 million metric tons in 1965. 

PRODUCTION . OF DRY BEAI{S 

Year -· Area.lh · 
( 1000 ha . ) 

Pr oductionil : . ·· 
( 1000 metric toris) 

1958 

1959 
196o 

1961 
1962 

1963 

1964 
1965 
1966 

Source : ~AO 

~, 

. .,i.. 

2,126 

2,379 
2,487 
2,461 
2,716 
2,982 

3,130 
n . a . 

n . a . 

Producti on Yearbooks, l 960, 1961, 1963, 1965 • ... 
. . ·,· . 

1,454 
1,550 
1, 731 
1,744 
1,710 

1, 942 

1,951 
2, 290 . 

1,543 .. . 

Statistical Bulletin for Latin America, Vol . IV, No . 1 . 

.. :·.1., 
. . 
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BEEF PRODUCTS 

Estimates of Brazil 1 s cattle population indicate that it ·grew · 

steadily at an average annual rate of 3 per cent per annW!1 between 

1955 and 1964. Exact statistics are not available . But these estimates show 

that Brazil has the third largest cattle population in the world . 

for 1964 was 84 million head/ of cattl0 . 

Beef production figures are also based on official estimates 

since more than half of the slaughtering is done without inspection 

in small municipal abattoirs . The estimai8s show that beef pro­

duction increased from 1.1 mi.11.ion·"toris in 1955 to 1.5 million tons 

The estimate 

Are there 
better 
estimates of 
production 
of cattle 
and beef? 

: ih 1958, but that it- sta-gna-ted -at thi.s -- -level . until 1964 • . Since the 

cattle population has continued to grow·, while beef production 

·· r ·em.a:ined constant ·from ·-1-958·-onwards-,. the .slaughter. rat~.has decli:qEld __ 

from year to year. 
~ 

Exports of beef teek~place mainly in the form of frozen beef and canned 

beef . Compared to tha size of the growing cattle population, foreign sales 
(),">-<-, 

wen:: small and stagnating . In terms of volume, peaks of 31,000 metric tons 

and 30,000 metric tons of frozen beef exports were reached in 1958 and 1965 

r espectively, the average for tho period being 16,000 metric tons . With prices 

remaining stablG until 1963 foreign sales in terms of value stagnated around 

$6 million. As meat prices and the volume of exports began to rise in 1964 
and 1965, foreign exchange earnings rose to ~20 million in 1965. However thay 

.... - . . ... .. . . . ---· .. ' ,.. 

dropped again to $11 million in 1966. The picture· is similar in the case .. of· 

canned beef exports, which were at the low -· level.of. $2. million until' 195.7, .. .... :.0: 

reached -a peak of $20 million in 1959 and declined agai n to ~5 million until 
····- .. ···--~- "--•·-···-···••- .... .-

1964. Foreign sales rose to $12 million in 1965 and fell again to $9 million 

in 1966. The picture is thus one of wide fluctuations in terms of volume and 

value. 
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Brazil's share in the world export market for beef is very small. The 

major import markets for this commodity are the United Kingdom and the European 

Economic · Community. For the EEC the expectation is· ·a 5 per cent annual 

increase of beef and veal··imports, excluding live a.nirilals . However the 

emphasis in the EEC is ori chilled meat rather than frozen meat. The EEC 

demand for canned and preserved meat has been about 10 per cent -of total 

meat iillports, excluding li;e animals, in recent years. It is not expeotad 

that this demand will increase. It is estimated for the United Kingdom that the 

increase in demand for beef and veal will be taken care of by higher domestic 

production and by imports of live animals for fattening. The United States is 

an important importer of frozen boneless beef end canned beef. Brazil will 

probably maintain its present position for frozen and canned beef in the 

developed markets; it may furthermore be able to expruid its outlets for canned 

beef in the developing countries. The market for chilled beef is more promis.ing. 

particularly in Europe, and Brazil has started exports that may continue to 

expand. 

:ESTIMATED NUMBER OF CATTLE, PRODUCTION OF CARCASS MEAT AND EXPORT 

Exports 

Year Cattle Beef produc- Average per Frozen beef' Canned beef' 
1000 head tion in head slaughtered 

1000 tons kgs •. Volu..11e Value Volume Value 
1000 m.t. 

1955 . 63,(>08 1,131.8 187.7 1 0.5 3 ·2 
195·6·:_. f'' 66,695 1,277.2 194-3 .. . ~ .. ·-·· 8 3 3 . . · 2 
1957 69,548 1,318 .6 1~7-5 25 9 3. 2 
1958 71,420 1,473-4 187.5 31 ll 9 6 
1959 .. 72,829 1,458.9 187.4 22 ..9 28 20 
1960 73,962 1,359., 2 188.6 6 3 8 7 
1961 76,176 1-;369:0 191.7 14 . 7 ·-13 12 
1962 79,0?8 · 1_,.,36,9.0_ , . .. 194.0 11 · 5 9 7 
1963 79,855 1,360.9 192.6 

.. 
10 ; 

4 6 5 
1964 84,035 ·- 1,437 .l · 191.0 : 18 :. 11 7 5 
1965. n .a. n.a. n 0 a • 30 20 17 12 .. 
1966 11 n.a. n.a. I n.a. n .a. n.a. 9 . 

! 

Source: Ministerio da Agricultura; IBRD, Current Economic Position and prospects 
of Brazil, Vol. III, 14 June 1966; Vol. III, 23 October 1967. 
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Br azil ~sin a good position to take advantage of the favourable world 

demand situation for beef if it is able ·to improve production by better 

breedi ng methods in order to improve the qual ity of its herds by a higher 

slaughter rate - it is as low as 14 per cont as compared to 40 per cant in th8 

United States and 22 per cent in Argentina - and by better slaughter and 

tra..~sportation facilities , Since tt.e outlook for world beef pricos seems to 

be favourable - the 1971 prices may be comparable to the 1965 prices of 

$675 p0r metric ton of frozen beef and ~727 per metric ton of canned be0f -

and since increases in chilled beef exports are to be expected, total beef 

exports may rise to !ii,50 million in 197L 

IRON ORE 

Large reserves of iron ora exist in most Sta:tes of Brazil with the most 

spectacular in Minas Gere.is, where most of them.ining _is taking place . The 

high- grade hematite found in that State averages over .66 per cent iron content 

and is of Bessemer grade. The largest iron ore producer and exporter is the 

Government- owned Compa.nhia Vale do Rio Doce S .A. , which accounted for nearly 

80 per ~ent of Brazil I s iron o~~ -:-~~o~J.::sL.:(5:.§} ... : .. ~.. .. 

·The · production of iron ore has- increased rapidly ·by ·12 per cent annually 

between 1958 8:Ild .1966, averaging 11. 6 million tons of metal content in 1965 

and 1966. Th~ __ yqlume of expor:t:,s rose even more :rapidly at a rate of 18 per 

cent annual ly to 12. 6 mi llion tons in.1966. Si~ce iron ore prices have 

decl ined constantly from $13 . 8 p~r-- m:etri? .. t~~-- i~ . 1958 ~ to $7 . 8 in 1966' the 

increase in the value . of exports has been less si gnificant than the increase 

in volume . But at _an annuaily incr0asing: rate of 12 per cent to $100 million 

in 1966 this increase was still substantia.L 

The overseas markets for Brazil's iron ore are the United States, Japan, 

and European countries, mainly thG United Kingdom, the Federal Republ ic of 

Germany, Czechoslovakia, Poland and the Netherlands . While nearly one third 

of the iron ore has been shipped to the Unit~d States, it is particularly 

Japan which has become a very fast~growing market for Brazilian iron ore . 

. .. 
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PRODUCTION AND EXPORTS OF IBDN ORE 

; ,- Productionll. . ' ·- Exportil - .. 
Year 1000 m.t. Yolume Unit value Value 

metal content 1000 m. t. ust ··per m~t. million· usi 

1958 J,526 2,823 .. 13.9 39 -
rI-959 6,057 3,958 11.0 43 
1960 ·6,355 ,: 5,16o 10.3 53 

961 .6,950 6,237 9. 6 60 
1962 7,301 7,528 9.1 68 
1963 · ·?,629 8,207 8 . 6 70 
1964 11,5~4 9,730 8 .3 81 
1965 12,348 12,731 8.1 103 
1966 10,989 12,588 7 •. $ . 10~ 

I 
' 

Source: iJ.uN, Statistical Bull etin for Latin America, Vol. IV, No. 1. . 

~ssues of -Annario Estatistico do Brasil, IBGE Conselho National 
de Estatistica, 1966 is CACEX figure, preliminary, except for the 
export·. value which is from Boletin, Banco Central do Brasil, 
September 1967. 

For the period up to 1971 recent negotiations with Japan resulted in a 

unit price f . o . b . Brazil of $7 . 70 per metric ton of iron ore with a . 64. ·per cent 

metal content . The Rio Dace Company (CVRD) anticipates ·that its ·annual volume 

of trade will grow by about 10. 7 per cent, which would ·1·ea.d to iron ore exports 

of 15 million metric tons in 1971, while bther producers · anticipa·te foreign 

sales ·of 6 million metric tons; total exports would thus amount to 

21 million tons in 1971. Based on the price of $7 .70 per metric ton, Brazil's 

export earnings from iron ore may amount to $162 million in 1971. The 

anticipat~d annual rate of growth would be 9.8 per cent over the 1966-figure . 

; ;' • . .. 



- 74 -

TEXTILES 

The significance of the textile industry in the national economy 

The textile industry in Brazil consists of a relatively large number of 
., ·~·· . .. . .... ~ -

piants (about 4,200) var-,fing greatly as to the size of the un;Lt_,_ p~rticularly .. - .......... ···~ -· -~-· 

since· this· ·1s hDt determined by economies of scale, and the type of the plant 
1 

and includes considerable artisan and cottage sectors . It provides work directly 

for more than 300,000 employees or about one-fourth of the total .labour. f..or.ce 

in the manufacturing industry. In 1960, value added in textiles production was , 

14 per cent of that calculated for manufactures whi~h accounts for 25 per cent of 

national income. However, during the period 1961/66, the slower growth of 

textiles than that in the manufacturing industry as a whole, which is probably 

attributable to the low level of per capita consumption and the persistence of 

an income distribution which is generally highly regressive, made its contribut1on 
• • ... •• ·- • • •. •M > ...... -·--· . 
less than in the past. 

Moreover, the textile industry made po-s·s:fble_. 'a Ta:i,ge'··number of employment 

estimated at more than half a milli"dn •• in agI'.':i:cul tw:,e~:c.s.tock farming and the 

chemical industry . In a region of poor .economy like the Brazilian north- each, 

this is of significant social and economic importance . The yearly average purchases 

by the cotton sector which consumed about 80 per cent of total fibres, during 1960-

66, was about 'Z(0,000 tons of raw cotton or 55 per cent of total production . 

Production capacity 

On the basis of latest estimates for the installed capacity on 31 December 

1960, the number of spindles in the cotton, wool, man-made fibre, jute and flax 

sectors was 4 .3 million and the number ~f looms totalled 132,000 . 2 With this 

production capacity, accounting for about half of all installed spinning and 

weavi ng machinery in South America, Brazil pla;{s an important r6le in the textile 

activities iri this group of countries. The cotton sector which accounts for 89 

per cent of spindles and 78 per cent c£ looms predominates, followed by ·wool 

(7 and 4 per cent), man-made fibres (2 and 13 per cent), jute (1 and 3 per cent) 

and flax (1 and 2 per cent). 

1The number of artisans and se .ni-artisan establishments employing less than 
5 workers is estimated at 1,200 plants . 

2 
See Table 
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According to estimates the production capacity in the textile industry 
. . ~ .,· 

has been virtually stable during the period 1960-66. In -tne ·ootton sector, 

the number of spindles and looms in 1966 fell by about 10 ,per cent as compared 
~ :•-. .. , : .? • • • I .' • • 

with 1960, and the level of activity in the spinning sector dropped below .that , 
1 .· . . . . •.- . . . . 

of 1960. However, this was more or "less counterbalanced by more hours worked .. · 

It is to be noted that the weaving sector has ·been lagging behind the spinning.· 
- •1 ••• -

sector and · :t4is is in lin~ with the· :g~ne'B~l trend towards a fast expansion in 
. . ' . . .... ·- ., - . .. . t.. ,· . . . 

. . ..... ,_ .. 
the knitting·. and carpet;!..ng. -industries. . However, .Jai~re ha·s~" bee:n an increase in 

·· .. · .. ' .: ·. .. :,f·.:: . ·?".. •' . :· .. ' . 
the proportton of automa'.tic looms from. ,26 . per cent of the total number 6:r' looms 

. . . ' . . ~·.::. · .. : ...... : . . . .. 

installed in 1960 to 39 per cent in 1966. 
~•.- t I • ~"°: • ,:,,i • "\ .r•"f' ~ 1• • • • ._ 

Machine utilizat1on and .product~ivity . •• I • :l . .• :_ .•., .... · .. ·._ • 

• ' • • • • ., _. • _--: .• : • I :. •• • • ;.,_• • _', ~-. • : t•;:: ~- • , : •.~ '!; • • • • ' •• • •·· • 

The intensity, of. ma.Qhine :ut;ilization and the outJmt per machine/ii~~ -- re:hects 
••• . • • • • •. , •• .. i•_ - - - : ... - ~,:~ •• : ...... : • • ·~ -y.,-._-.J~ ~ ,,..,· . ;:• 1,: • . _ .. r, .. ~ . .... • ·:J \· 

low ~J'/pr!l,lanoe -, of ITJ§!-91:lir/.ery;.> _,.:I.~bo~, .. _Eltc~ -~d indicates tha~ the existing capacity, 
• . •1, ·., -.:.",I• ,• I --~; • _.. ... ;J'.,,;,~:.:t•f(,::!"l • • .. :-,'.~(•: \:r,r:~•~•·: •:,•~ •!l••i" 

if better use ls made. :Of . it, . . seems suff.icient to meet the requirements of the ·, .. 
..... -- • ••

1
\.j. · -: •... -.~-;~i.i ...... ·-:·r -.:··. •!:":.. .:c·~- -::-~· :·.:: ,;:.:•::: .··, ·.· ~:-.•;·'·' 

domestic market expanded considerably beyond its present size. In terms of age ef 
... :··.::"':_·iJf..h:~·--.1 ,! ? .. , ... • •.•• 

machinery, its level of automation ·:a.nd -:ether ... teclffl<ilog.ical features, it is estimated 

that 23 per cent of the cotton sp~'!l:$.~~e_;;~:Q~\ ~d 39 per cent of the weaving sector 

are considered.. . .-to be uti:~'t.o date:;t,;_'J.l.le respeo:tive ~o:ent·age for wool are, 52 

per cent and. 38 per cent ; =: In the •·:man-ma,~~ :-;~bre,. ~e~;t~r the .. ~;.nning equipment is 

fairly :.new, . but most .of the . looms are non-automatic. 1he flax sector has the . 
-~ ·· ' • · . >. , . . • .: - . ., :.:- . : ... ·: t••! ·::·_:~.-.: ::t;_.. :i..::·--~··. ·--~-~ -~.:.:-:.~\~ ::-~ - ::· ·.-:·1.~·-·· 'J/t '.:···•j\~_r.· 

highe_st ; pr<:>poption of new_, maqp.;µ:iery ._ w.herea,.s jute has the lowest. · 
,,_ • • .• .t, • ;.l •• .•. I.•!.~ •-~.,• .• •.•,~ .-~ : .. •~•:.\.'. ••,,:/,:: •·;,•<• ::,: •,•:. t'.•.,:.-,, 

: 1his ._.h:i.gh ·degree of.': obsolesc.encH:tt: in. the .. maobin~??yr is .on,e_ pf:. th.:~ lnatfl rea~ons 

for :low productivity. " It :• 1.s ,estirilated' that. :a,n . qut.pl;l.t of' 4·,300 granis .:, of cott.on 

.·.yti.rti_ 'per 'rria.n/hour ··is ·a· reasonable standard for ·Latin-Arn~rica as against ~ ~ctual 

. ·average ·of . productivity of . 5:,000 grams· achieved in Europe. 'Ihe act~al . level .in 

Brazil is ·only\ 2 ,000 grams. With respect to cotton fabrics, ·productivity in · 

.&azll. ii;30 per cent of what might be regarded ·as a suitable standard for .Latin 

A~erica. ' ~iid one-tenth of productivity in the .. United States: 

1 See Table . 

Standard for Latin America 
11 11 Brazil 
II 

II 

11 Argentina 
11 United States 

100 
./ 30 

33 
289 
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. ..,,. 
Developments in production 

. It is estimated that the total domestic output of the spinning and 

weaving industries in Brazil in 1960 was 275,000 tons of yarn and 26o,OOO 

tons of fabrics. '!he distribution of output according to the fibre of 

which it is wholly .or mainly composed was as follows: 

Cotton Wooi' · 

Spinning 69~7% 7. a,:; -·:·J 

Weaving 73.'7% 3.4%: 

Man-made 
fibres · 

i.6% 

9.8% 

Jute 

18.9% 

1L6% 

Flax and 
.. ramie 

'!hough data available on production in recent years are rather 
. . . 

fragmentary and the indexes presented are estiiiia:tes based ·on :p±ec~i 

meal indicators, they however, help . to trace the production trends in the · 

last few' years which commenced with a rrioderate ·growthbetween 1960 . and .1962 

and then the expansiOlll was much less in 1963 than· in previous years. 

1960 
100 

Estimated Textile Production 

. Index 1960 • 100. 

1961 1962 1963 

105.3 109.9 106.3 

1964 . 
111.7 . 

1965 

93.5 

After progressing ·again· in 1964' a · slump assumed serious proportion in 1965 

when output, heaviiy •weighted by a substantial drop in the first half of the · 

. year;. was, far.· below . the .1960 level:. It s.hould be pointed OlJ:t_. t:pat the textile 

inqustry .in .1963 suffered the. :tmpact . of a ·m.1mber of adverse factors and events~ . ,.... ·: .. 

. suQh as: an increase . in infla~ionary pressure and the. rationing of ~lectric power 

accentuated. by . the prolonged drought which .. affec:ted the supply of raw . materials. 

It was, }:lowever, in . the Fall . of 1964 that the t ,extile industry und~rwent a .real 

eris.is _as _· a .result o.f .the anti-infl.ationary measures _and experienced the sr,.arpest 

contraction during tb.,e first half. ·_ of 196?. .How~ver, to mitigate. the advez:i.t of a 

depression in urban economic activities, the policy applied to the private 
.. :• .. 

, . .. . . 
sector was ~elaxed. During the latter half of the year the industry was granted 
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a moratorium on payment of consumption taxes. This, as well as -other 
... 

i ncentives offered by the Government·, such as a s trengthening of the 

investment programme, led to -some recovery ·in the industry. Although the 

most critical phase of the crisis was over, the situation in 1966, was not 

yet back to normal. 

On ~he. ~asis of. the fi~r~s _for _fibre consumption it _ would appear 

that the contraction affected both the cotton and wool industries although 

the latter bore the brunt ' "or the 'imp~ct. ~fao Paulo Is production of 

cotton y~rn, which repr~sents 6o -~ ; ·cent of the country's total, . stagnated · 

between 1963 and 1964 at a ·ievel of some 110,000 tons. Output in the 

wool s~6tor ~ wh"ich a.6hieved· 'the greater expansion in ·the post-war period 

when yarn producti6n ·ai~o~t -trebled from 7,300 toris in 1946 to 20,600 tons 

in 196o, contini:ied to 'pi:-~g±-ess 1n' 1961. This upward trend swung the 
. . 

other way in 19E2 and apparently persisted through 1965. Iri contrast, 

mari-m~de fibres followed a ~ore positive-trend as total output, which 

accounted in 1960 for ~bout· 6o per cent of the aggregate production in 

South America, went tip from 44,500 tons in 1960 to 56,300 tons in. 1965 

registering an increase of about Z7 per cent. Cellulosics, ··which have 

been in use for many years, made moderate progress; yarns totalling some 

29 ,soo· ·tons -{~ 1965 stood virtually at ·the same level as ih· 196o ·whereas · 

stap"le .fibres increased by more than one-fifth. The most dynamic ·expansion 

was:("1•~ ' the production of non-cellulosics; yarns more than. d~ubled 'and · staple 

fibres increased ten fold. Although non-oellulosics st:i.ll ·constit:ute ·a ·~~ll 

proportion of textile output their high unit value greatly enhances· their share 

of the value of production. 

Trends in consumption 

., ... . .. . ··• .. _ ........ ·- .. 

Total mill consiunption· 6f ;t e':x:t11e· fibres ·(cotton ; wooi ··and mar1.::·made ·• .. 

fibres) during .·the period i9.58-65 -~ose- from 290,800 tons to 330,000 tons, 

an increas~ ·or '13 ·per .dent'~ l ·' There· was a rather steady increase between 

l See table 
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1958 and 1961 but the three following years showed a persisting downward 

trend; the most striking . fall was • .in 1964. However , this trend was 

reversed when consumpt ion picked up in 1965. 'Ihere was no marked change 

in the composition of textiles over the period~ Cotton predominates . . - . .·., 

representing some 80 per cent of the total. A declining share of wool 

benefitted an increase in the share of synthetic fibres in line with 

the very rapid world-wide expansion in the consumption of these fibres. 

Apparent .per . capita textHe consumption has not kept pace with the 
1 

high growth rate of population. During the period 1958 to 1965 the 

average annual rate of consumption was . some 4.4 kgs . . . \ . . 
whereas the world 

average, was :about. 5 kgs. In the three . .!ears ending in 1965 the doWl'.lward 

tendency was more pronounced because of the weakening of the growth rate 

in output. This sluggish per capita _consumption w<:>uld tend to ref)ect, 

among other factors , deteriorating terms of trade and industrial protection 

policies which raised the retail J)rices of clothing and textiles. How~ver, 

the increase in per capita .consumption of synthetic fibres is of important 

signifi cance particularly since it contrasts with the very low level of 

consumption .of textiles as a whole and. involves. fibres with higher prices . . 

This indicates that the market for textiles in.: Braz_il is rar from being 

saturated and other fibres might also be indu(?ed :to .. ~xpand by the stinru.lus 

o:f :supply • . (}iven the _trend in consumption and, .the ra:te .of .population growth .. , ... -. ... --· ,., . .. . 

.it is : e_stima:t.e.d ,<thi3.t in 1970 total demand shou)._d .. reach .460 ,pqp ,metr;ic tons . .. . . . . - ... · . '· ... , . . . ' : 

.This . woµld mean .a ~hortage in ._th_e . .'~pinning sec-tors "~hi ch_ wilt .. ~av~ _ 1;o . be _met by 

. ': int~nsive investments. •',,. 

Struct ure of production and costs 

Market trends seem to be in line with the actual struc~ure 9f production 

which covers a wide range as _regar~~ the ,"pr.oduct-mix" an~ _the fibres used. 

Cotton text.ile s predominate since. ;these fibr~s +end . themselves more to the 

country's requirements. FabriQs. are produced from .all yarn .counts with 

1 See Table 

I 
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medium counts ·cater-Ul.g for , the bulk of demand: - · the average count . .; be:I,ng 

in ·the ·order-·of.: 20 -to•: 22 • . 

The . cost level in Brazil is rel"atively high. · The indexes of: the . 

estim~t~d "port cost" Le. excluding': capital costs for one meter ._of cotton 

. fabric . c;ra~ : count No •.. 8' 2000 picks ' weighing 130 grams) in 1961 were:" 
;., '. - . 

Brazil 121 .. 
· Colombia 94 .. 

:Japan 100 
us 128 

The unsatisfactory state . of .machinery as described above has adverse effects 

on production costs. It is partly responsible for the high percentage of 

wastage which is about 20 per cent in Brazil whereas the normal standards 

vary from 10 -13 per cent. 'Ibis, further accentuated by low lev~l of labour 

PI'.Oduqt ivity, offE:iets a.ey-_ a~vantage in the cost of the two main imputs, 

namely labour and raw materials which are relatively cheap in Brazil. 

Agai nst this backgrbund .it will be seen that the rehabilitation of the 

indust!'y is not required to meet· a different ' composition of fut ure demand 

that is; undergoing fundamental changes, but to · increase productivity and to 

secure better use of capacity which of course will embody improvements in the 

processing and the quality of the textile end products now prevailing . 'Ibe 

remedying of. the -_ administrative and organizational defect? of production ·could 

lend to an appreciable reductiofi in the present costs and corisequentlyw:>tild 
. . . :. . ·. i~-- ·. . .•. 

help Brazil to compete -successfully on the worlq. -markets ,for cotton goods. 

Investment programme _'. 
... 

With this .end in view ·,the Brazilian Goverz::unent -has .worked out a textile 

re-equipment programme of' the order of· er·.$ 263,6 billidn,· of wh.ich Cr.$ 58 .4 
. . . . ~ -. .. ' ·_; · __ .. _ . 1 

wi.11 be supplied by the domestic_. industry · producing _textile mac_hinery. 

1 See Table 
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The total cost of the investment programme is estimated at $264 million 

(including among other items $22.3 million for the professional training · 

of personnel). In view of the fact t:rat; the Brazilian textile industry 

is owned by private enterprises ·, the Government in June 1964 set up an 

Executive Group for the Textile and'·L~ather Industries (GETIBC) with a . v1ew 

to p;omoting the re-equipment a.nd :expansion of those industries, and to 

define public directives relating to them. In Oc~ober 1965, the Government 

granted several credit and fiscal incentives to these industrie:;, subject 

to the co-ordination and approval of the GETIBCJ Although the five-year 

programme has been delay~d due to the economic conditions prevailing in 1963 

and 1964, some industrialists had planned reconditioning and expanding their 
' : . 

1 
plant on their own. 

Trade in textiles 

In the light of the above, ,, it will 1:B seen t?at a substantial expansion 

in exports is needed. It would help to reduce . ~omestic prices . through 

increased output plus stimulating per caput consUijiption. It would also 

increase the earnings of foreign exchange needed .for the re ... equipmerit of the 
.-·,;_ · ;1 :,.-

textile industry. Recent d~~elopments in trade confirm this direction; · 

1A textile mill in Santa Cecilia in the State of Ceaua, planned 
to import more than 2 million dollars worth of textil·e . machinery.- · :. · .. 
In Natal, Rio Grande Do Norte, where . raw staple cotton. 11:i;. grown, _an . 
integrated textile plant was to be erected at a cost of $2.5 million: 
its annual production of cotton popline is estimated ··at•' 12' million metres . 
In Sao Paula a textile firm planned to import from Germany (at a cost of 
3 million marks) a complete spinning mill to produce pure .ramie ·thread, 
synthetic fibres and wool, as well as machines for the completion and 
modernization of its installed capac:i°ty ~ .- "A cotton spinning mill of 
15,200 spindles-based on the continuous automatic system ,was also .installed 
in 1963_. · In Manaus, State of Amazon, t _otal investment for new equipment 
for jute production is estimated at er<$ 400 million, which ·wfil ena:ble -· 
the existing output to be doubled. 

. 
A 

I 



Brazil's imports· have declined sharply whereas :,exports· have recorded .a: 
considerable ·incre~se •. - Between 1956 · arid 1966 ~··, imports· went down from · 

$8 million to $1.4 ·mil-i°ion. 1 'lhe main items -'imported are "lace, ribbons, 

tulle tito ;u and yarns of . glass··:fibre, synthetics~-· wool and flax and special · 

textiles for industrial uses. · The bulk of imports come from Western Europe 

followed by the United States and some Eastern European countries. The 
. . 

relative importance · of the various· items imported showed considerable changes 

between the period 1962/66 with ya.i-ns declining ·from ~1 .3 million to $447,000, 

whereas · costly items ·(lace etc.)· and other fabrics treated with rubber or ·.­

other ': material for industrial use remained virtually stable. The declining> 

trend of '' imports · a:nd the high level of self-sufficiency is largely based on 

proteotionist' measures, in the form of tariffs or direct import controls. 

In contrast, exports of textiles zoomed from $378,000 in 1956 to $15.4 

million in 1966. Variations in unit-weights in products of different fibres 

and differences in the quality of the very wide range of textile-end products 

have a preponderant influence on the unit values and preclude, therefore an 

accurate appraisal of its trends, Nevertheless, a comparison of the average 

unit values of cotton fabrics showed that between 1962 and 1964 it went down 

'from $2.200 per ton to $1070. In 1965 this downward trend w~s reversed and 

al though further intensified in 1966 when it reached . $i,~ ,' '1t was . still 
. :, . ... • . 

below the 1962 level. Cotton textiles make up the highest percentage ·or 

textile exports followed by jute fabrics and cordage. When reviewing the 

figUres the evidence prompts the significant observation that between 1962 . 

and 1965 the tempo of expans ion was very rapid with exports almost· dohblfue; 

every year. 
. ·. --r-r .· 

In 1966, however, this rate of growth was arrested · as exports 
. .. , ... ·. 

. :: 

1 See Table : • .• • . --~- · .. ·. : '.:.,· 

I: .. 
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rose ohly by ·some 5 per cent over the previous year. '.lhe decline in exports 

of fabrics in 1966, although made good by increased exports of yarn, . 

combined with the reduction in the overall output during the year, partly 

accounts for this deterioration in the rate of growth. Further examination 

of this trend would seem to indicate that, as a result of the anti-

inflationary measures taken by the Government which were spurred on by 

considerable -accumulation of inventories, many firms turned to exports 

in 1964 and 1965 where substantial increase in absolute figures were 

recorded. '.lhus, a relatively lower growth in 1966 would tend to reflect a 

depletion of stocks and consequential normalization in the relationship 

between production and exports. The re-equipment of the textile industry 

coupled with several measures including tax incetatives to exports of 

manufactures and the devaluation of foreign_ exchange enforced in the Fall 

of 1965 would undoubtedly open up favourable possibilities for further 

expansion. When reviewing the flow of exports the picture revealed shows 

divergent trends over the last decade. In 1957 and 1958, shipments to 

Europe accounted for about 90 per cent of total exports; later, offtakes 

by LAFI'A countries predominated. In recent years, exports to Europe have 

been renewed, and since 1964 those to the United States market have increased 

from $1.3 million to $11.7 million in 1966. Cotton textiles account for 

about 90 per cent of exports to the United States, _cordage has also found its 

way into this market. In early 1966, ·Brazil occupied the fourth place among 

the largest suppliers of cotton te-?Ctiles to the United States~ This substantial 

increase took place inspite of the restraints imposed by t~e US, in accordance 

with the provisions of the Cotton Textiles Arrangement, on Brazil's exports 

of carded cotton yarn, and print cloth. Since 1963, exports of jute fabrics 

have begun to flow in increasing quantities to the Latin American markets, 

namely Argentina, '.lhese went up from $230,000 to $4.3 million in 1965, but 

in 1966 they suffered a cc~siderable setback when totalling only $2.1 million. 

It is interesting to note that Brazil is practically the only producer of Jute 

in all of Latin America, which together represent a market of more ~han _90,~oo 

metric tons only. It is, therefore, possible for it to become the chief 

supplier of this area. 'l'he man-made fibre and wool industry supply practically 

the whole of the domestic marketbJt little in the way of exports. 



INSTALLED CAPACITY IN THE TEXTIIE INOOSTRY (1960) 

Thousand spindles installed 
By state Spindles woms By fibres installed Looms (percentage of 
total) 

38,400 102 ,760 ... . --
.44% ' 

·-· 
46% Cotton ... -·· .. ........ . .. ..... -·-sao Paulo . .. 

, . 
i • :• I 

. . Wool 3;019 5,500 Rio- Guahabara 22% 20% 
· i7 ,500 

. '• 
I Cfura..is :iA~ Man-ma.de fibres 600 Minas 13% . ·, 

Jute of similar fibres 600 :_: 4,560 Santa Catarina I ~% : 2% 
' I Flax and ramie 330 ~ ·131,860 Rio Grande ·c10 ''· Sul 2% :.-: 2.% 

: 

. "15% Nordeste ; 

17% , ... ; .. : ... 

, ' 
Others 1% 2% 

42 ,949 
: 

•. : 131,860 .100% 100% 
·•·• . . ··- . ... . . . ..... ·- ... .. . .. .. . .. 

. .. --· .. ' . . .-• . . . 



Spinning 
! 

INSTALLED CAPACITY IN THE COTI'ON INDUSTRY 
1960-1966 

Weaving 

Year Spindles Spindles ir;i Hours Looms installed Looms in operation 
installed operation[ worked 

I 
( ·ooo) · · ( '000) (hour) Automatic Ordinary Total Automatic 0rdina1~;i Total 

·-,. 
- ··· .. . . . . . ....... - . · •·· · --· -- . . ··-· --

196o 3,840 3,840 5,485 26;210 76,550 102,760 21,500 71,000 92,500 .. .. -- ..... . ' . ... .. 
76,000 1961 3,88o 3,505 5,4o~ 27,000 103,000 22,000 

' 
70,000 92,000 

1962 3,700 3,000 5,411** 28,000 79,000 107,000 21,659 72,000 93,650 

1963 3,950 3,300 6,075** 30,000 8o,ooq 110,000 27,000 73,500 100,500 

1964 3,900 3,200 5,642** 32,000 65,000 97,000 29,000 69,000 98,000 

1965 3,6oo 3,24o 5,346** 34,000 59,000 93,000 29,000 63,000 92,000 
1966 3;450 ·3,090 5,624** 35,000 55,000 90;000 32,000 57,000 89,000 

* Sao Paulo only. 

** Incomplete coverage. 

Hours 
worked 
(hour) ... 

.5,062 

5,050 

5,4o5 

4,416** 

5,695 

5,300 

5,611 
' 



HlLL CONSUl:!Pl'ION OF CO'ITON, \JOOL AND UAN-·MADI!: PIBlllw Pili CALEl'IDAd Y.1.i:AR 

Ra;,,ron Otha::.' . . {,lcU1-Cal0ndar Cotton 7t \'lool % Filaw . .mt ~; Staple ~; Total "% i:iadc % Total % YCD.l' yc:ir·n 

1953 236.G 81. 4 11 .e G.1 25,4 8.7 8.9 3.1 34.3 11.a 1.9 .7 290.8 100.0 
1959 252.6 8o.9 18.4 5.9 26 .2 3.9 12.2 3.9 )8.4 12.3 2.8 .9 312.2 100.0 
1960 262.8 .~L7 l~.4 5.7 . 29 .8. . 9.2 . . 10.1 3.0-- · 39-.9 12.2 .. 4.5 1. 4--- ··325.·6 100.0 . . 
1961 275.6 8o.9 18.4 5.4 31.3 9.2 . 10.1 3 .0 41.4 12 .2 5.4 1.5 34o.$ 100.0 
1962· 275 .6 81.9 14.2 4.2 30,4 9,0 8:3 2.5 38.7 11.5 8.2 2.4 336.7 100.0 1963 271.0 8o.7 14.1 4.2 8.6 ' 29 .0 11.0 3.3 4o.o 11.9 10.9 ·-_; ;2 336.0 100.0 
1964 255.7 78.5 13.6 4.2 31.4 9.6 12.2 3 .8 43.6 13.4 12.8 3~9 325.7 100 .0 

.. 19(?5 . ?99:9 . . . 7$:9~ .~?:$~ 3.: 9.~ . . ?9.: Jj- . . • 8.9.~ )-? :3. . . . 3.:e~ . lf+:7 . . . +?: 7➔ :\-4:9 .. 4~5*1330~0* 100.0-11 
~stimate. 

t 
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APPARENT PER CAPITA CONSUMPrION OF TEXTL ES 1958-1965 

Year 

1958 

1959 
196o 

1961 

1962 

1963 

1964 

·1965* · 

\ Total 

4.6 

4.8 

4.5 
•• - • ► • • •• 

4.7 
4.6 

4.3 

4.o 
4.0* · 

*Estimate . 

Cotton 

3.7 
3.3 

. _3'.7. ····· 

3.8 

3 . .7 

3.5 

3.2 

3.2* 

(Unit = kg.) 

Wool . 

0.3 

0.3 
0.2 

.0 . 2 

0.2 

0 . 2 

0.1 

0 ,1* 

Artificial fibres 

o.6 
o.6 
-◊~-6 

· o.6 

o.6 

· 0.5 

0.5 

0;5* 

Synthetic fibres 

0.03 

0.05 
- . -~ ... 

0.06 

0.08 . 

0.1 • 

0.1 

0.2 

0,2* 

-~·- .. ·•-· - .... -·· 
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RE-EQUIPMENT OF.·THE BRAZILIAN TEXTILE INDUSTRY · 

~st in Cr~ ~bill~on · ·I 
~ ----1 

'. .. - .. . . ~- .. ·- . . . - . . .. . . 

% to be suppli~d by ..... -· - .... • • . I . .... , 

' .. 1965/66 I 1967 /69 the domestic· i:r~dtfs"try 

Cotton 6_6.9 156.1 66.l .. 

Wool 5.6 13.2 3 .8 

Artificial and 
. .. . . .. . . .. . . .. . . . . ' . . .. 

synthetic fibres 
and silk .. . .. ... 2.3 .... .5.3 - -·· 74.9 

l:i5 Flax 0 .7 2 .0 16.0 

Jute 3.5 8.o -

·TOTAL 79.0, 184;6 · 58.4 I 
I 

"· -. ..• 
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Year 

1962 

1963 

1964 

1965 

1966 

Yarns 

I Year 

·I 

1962 

1963 

1964 

1965 

1966 

·Cotton Other ·· Total 

130 53 183 

150 58 208 

355 158· . 513 

3,233 498 3,731 

8,127 608 8,735 

IMPORTS AND EXPORTS OF TEXTJ'J..F.S 
- 1962-1~6 - · 

(Unit= Thousand Dollars) 

-----------·--i 
Imports c. i. f. Exports f .o • b. 

1 
1,857 2,041 

.. 2·,238 .. . ! 3,144 ' 

1-,.396- 7 ,437· 
1,285 14,720 

1,375 15,384 

&PORTS OF TEXTILES (BY FIBRES) 
1962-1966 . 

(Unit= Thousand Dollars) 

Fabrics Cordage and r,otal Cotton Jute Other -manufactures 

945 107 12 1,064" 
.. 

587 
1,634 230 8 1,872 1,220 

2 ,912 2,838 26 ·:5 ,776 614 

4,939 4,261 31 9,231 992 
2,176 2,093 22 4,291 

I 
1 ,656 

- -
Other 

textiles Total 

207 2,041 

444 3,744 

534 7,437 
766 14,720 

702 15,384 
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ETR-47,894 
Translated by J.Kay 

uu_. 

CE1.1"TRAL BAl1"K OF BRAZIL 

Exchange Operations Department 

Rio de Janeiro, March 19, 1968 

GECAM ANNOUNCEME~"T No. 5 3 

TRADE WITH DEi'Jl-1.ARK 

We wish to inform those concerned. that by an exchange of notes dated 
January 29, 1968 between the Govern.~ent of Brazil and the Government of 
Denmark, the Clearing Agreement in effect between the two countries since 
April 27, 1951 will come to an end on garch 31, 1968. From April 1, 1968 
payments relating to all trade transactions between Brazil and Denmark 
will be made in freely convertible currency. 

2. Nevertheless, we would point out that the following operations are 
to be carried out in accordance with the Clearing rules: 

a) imports for which permits have already been issued or for 
which exchange contracts have been made prior to the date 
of this announcement, even if settlement takes place after 
March 31, 1968; 

b) imports covered by permits obtained after the date of this 
announcement, if the exchange contract is to be made and 
settled :prior to March 31, 1968; 

c) exports covered by letters of credit for which the exchange 
has beej co~t~~cted prior to March 31, 1968 and the exchange 
is to be surreneded in accordance with the regulations. 

3. If covered by credits arranged previously by Danish banks with a 
clause to the effect that payme~t is to be made through the Clearing Agreement, 
export exchange contracts made after March 31, 1968 will be converted intact 
in the Bank of Brazil S.A. into freely convertible Danish kroner. 

CE11TAAL BAI\1X OF BRAZIL 
Exchange Operations Department 

/s/ 
Mario Miranda Muniz 

Manager 
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B.ANCO CENTRAL· DO ER&.§XL 
Ger!ncia de Operac;tles de Cambio 

Rio de Je.neiro,19 do mar;o de 1968 

co~o~o GEO.AH N.Q ~3 

INTERClMBIO OOH .A. Dm&.I'IARO.A. 

Levamos ao conhecimento dos interessados qua, por · 
notas trocadas em 29-1-68 pelos Govern.cs ~o Brasil e de. Dinamar­
ca, extingue-se em_ 31-3-68 a valic1ade do Ajuste de Pe.gamentos ea, 
tre os dois pa!ses e em vigor desde 27-4-51, paa~ando a efe~­
ce em moeda de livre converaibilidade, a partir de 1-4-68, os pa 

• A • ,. • 

gaaentos relativoe a todas aa transa9oea do intercambio brasile! 
ro-clinamarques . 

2 . Esclarecemos· que, todavia , serao cursadas sob as-
· noraas do A;juete as segu.intes operac;oes: 

a) importa9oes com guias ~a ·emitidaa OU que ·tenhsm 
· A ~ . A . 

. cam.bio fechado ate a data deste Comunicado, ainda 
que a liquidagao ocorra apo~ 31-3-68; 

b) .importa9oao ampa.radas em guias obtida.a posterior­
mente I data deste Coaunicado, caso · ea que ores-

A # pectivo contrato de cambio devera ser !eehado e 
liquidado ate ~1-3-68; 

c) exporta~oea amparadE>.S em cartas de credito . Cuj~ 
cambio tellha sido contratado ate 31-3-68 ~ r<3pas­

sado naa condi~oea regul~ant~a . 

3. Os eontratoa · de cambio de exporta~ao ~echados po,! 
tariormente a 31-3-68, ao am.paro-tie creditos anteriormente ineti 

. . -
tu!dos por banquoiroa dinamarqueaes com clau~ de pagamentc.a-

. traves do A;Juste, serao repassados integral.me~~• Bra 
. ~ -

ail S.A. · em coroaa dina:aarquesas do livre c 

/JmJlls • ... B/0:iCO CENT I!' .J 
Gersnci~ d ~~io 

·/'7}' t , 
· Mar I~ 

., . 

OU3X 
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Brnzil•Yugoalnvia 

AoU.J 
I Olal3X ---

I!!;ai The present agreoment; concluded on .April 11 1958, ia valid 'tor 
one ;year, with automatic arul\l&l extensions, unless renounced b7 ono ot 
tho contnctir.lG part1ea t !1n,e montha prior to ex.p1rat1on ot e. year~ 
per1od. A eupplementuy protocol. ws aiglled on April 29, 1961 to 1q 

· the baa1S tor en increaae ·in trade bet-ween the t110 countriea, 1n put.1cu• :==-:· · :===;= 
laJ' tor lar&'Ql' exports b7 Yusoslav1a to Brazil. 

Pa)'meata on account ot trade t~actiona, incidental coats related 
to trade between tho tvo countries, am, eubJect to epecial approval, 
other payment.a are acttled through an account expreaaed 1n u.s. doll.are, 
end kept by tho l3nn1t of :Brazil tor the Nat1cmal !lank ot Yugoalavta. The 
net be.lance 1n the account 1B subject to on interest. rate ot 3 »a:r cent 
per emaum, vhicb is charged to tho account evmey au months, or at the 
time the account 18 closed. A awing luiit or $2 million 111 eatabl1ahed. 
ExceH balance ovv nins limit 1a to be settled a, the request ot tbe 

· creditor, in a currency ot limited cauvertib111ty.y The agreement pro-
1ldes, zroreover, that at the ond ot each annual period the total outatand.1116 
balance 1n tbe account. must be settled in a currency ot limited convert1bU1ty 
at the request ot the creditor. Upon exp1.2'atioA ot qreement the account 1• 
to remain open tar 90 da)'ll to pe:rmit (1) eettlement. ot treaactiou alreadT 
approved but not CODGwmated, and (2) payment& reaultu« tram tramsactioaa 
mn.cle tar the purpose ot llquidatiJJ,s t~ outatandins debt . At tho teradna• 
t.ion ot the 90 day period the outetand11Jg 'be.lance 18 to be settled by tbe 
debtor 1n a currency ot limited convert1'bWty or 1D ~ other C\ln"CDC1 · 
asNe4 upon by the contracting part1eat e.s toll.oval (l) excess balance on, 
WW 11m1t to be paid imr..ed1atel,Y, (2J SO per cent ot the remainder -to 
be pa.id d\lJ'J.DB the aubse~uent; 3Q OaYI, F.e. ~iao 4aya trom the expuat1on 
ot the agreoDlltllt, and (3 the remo.1ntns bGJ.ance to bo paid during the aul>-

. aequent 30 clays, 1.0., 150 days from toe expiration ot tho qreomont . 

ID the event. ot aubstantial. cbaJ:J&e• in the cand1t1cm ot th! trade am 
~• arru~enta that underly thepzeaent agreement or ot intr&ct1om 
ot tbl!t present asreemaat, neeotiationa are to be lleld at. the request or · 
one of the cantract1ns put.tea so as to adapt the pz-eaent provision• w the 
new aituation. Should M cssrcemeat not be reached vithin tvo mcmths atter 
consultation i• requested the present agreement may be NZJ.OU11Ced ~7 either 
one ot the contract.ins parties en4 temnatiOD ot the agreement 'become 
ettective ono month a.tter tbe otber part.7 hna been zaotU1ed . 

Under tl:le 1958 llS,J"encnt merc~1ae o.rig1Dat1zia 1n third countries 
or 1ntendoc.t ~or n-expo:rt may~ be &ettled throua}l the agreemeut account 
when apecit1c approval ta given by the tvo. ottic1al banlta in each individual 
ca:ie. 

jJ Uzrt.U January 1, 1959 the Braz1l.1ttn excha~ regulat1ozia diat~hed• 
tor purpoaea of preacr1pt1on ot currency, the "area ot 11111te4 COllwrti'bWtJ" 
COZUJ1atiq ot the so-called Baaue Club countries. 



I • 
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The a&Ne•nt also stipulate• that Brazilian ir.sporta end expo_rta . _______ ·-· ____ _ 
settled tbrou&h tho account ahould rcceivo exclw>e;e treatment 1D :Brull 
equal to that gnmted to tnde tnmsactiom settled in exterDal.ly con• 
verUble currenc1ea. At various times in the pest, however, diucri:d.na• 
tO".Q' »r&cticoa throue'b tbo excha~ system vere uacd by :Brazil to tavor 
b1latva.l iJ:;,orta from Yugoahv1a and diac~ exports to Yugoslavia 
ao co to reduce Brazil 'u credit bo.lenco in the bilateral. acoount (aeo 
'below) . The egroement further atatou tbat the YugoslaY Govermnent will 
endeavor to tacWtate the fimncs.»g ot equi;pmezlt i00dS »a19blo 1n inatall• 
meats . · 

SpecUic proYioiom to:r: auch tinancins by tugoalavu wa made 1n the 
1upplementnr)' protocol ot 1961. In add1t1cc to 1nclud1J38 an undertaking 
by the contractina pertiea to effect trcde durills the period 1962•1966 
up to fixed annual quotas, eniount~ over-nll to $120 million, l'ugoal.aYia 
vaato 1)1"0Yide cre41t tacilitica, coverizJ.s 65-80 per cent ot the value ot 
goods purchaae4, with maturities ranging trCD\ 3-9 yearo, tor importation 
by Druil, before the end ot 1966, ot a&r1cul.tural mach1nery, ships, 
1D'luatr1al equipment, am other oquipmct, up to apec1t1ecl amounts. Tho 
rate ot 1Dterest on theae loans WD to bl! 6 peJ' cont per amnw. A apec1al 
account na establ1aho'1.1 but any credit 'balance mintained by Brull in 
the old account could be used tor 11qu'4ation ot dtbita oxiatin,g 1D the 
apec1al. account. 

Position 1D respect ot swir..:; credi~z Despite 41aczi1r.:dnatory pract1cee 
ue4 by Brazil tlu'0\1£}1 tho ~ s)'Stea o.t VB1'1oua times 111 the past 
to tavor bilateral imports !rem YugoslAvia am to d1cc0Ul"8ge exports to 
~lavia na veil u despite the above deccribecl tacU1t1ea ottered by 
the Yuplav Oovenmcnt to export• to J3ra:11, the latter hu 111!1.1.Jltained 
a con:datent credit. position vio-l•Tis lugoolav1a. .At the end ot 1962 
and 1963 nra~u•a credit 'bahmce amounted to $G.o m1l.llon. It declined 
to $4.6 mUliOD. at. the end ot 1964, but then rose to $8.6 million and 
$13.3 m11Uon at the end ot 196; and October 1966, reapect.1vel1°• In Mq 
1964 Brazil agreed to pemit the balance over the awing 11m1~ to exceect 
by- the net a=unt reaulting trom trensact1oua vh1ch have alree.41 becA 
appz-cmtd 'b)' tbe authoritiea but have Dot )'et been consummated, the aettl.e­
mnit or vh1c:h was expected to take place v1th1D & period ot one )'Cal"J 
au.ch transactions nro to include installments duo in :zreapc,ct ot 1-be 
above met&t10Zllld au,ppliera • credits grant.ea. to trazu. 

At present Bru1l dooa not appl.7 ney d1ocrim1natary tnatment tlm>ust,. 
tbo exchange 1yata to settlements though the bilateral account v1th 
1\agoalavia, beycmd that implicit 1ra prov141J2g bilateral P8,1118Uta tnc1llt1ea 
(mns ma.rain ~us excess balance over sw1ns r:argia) on =:ie favorable 
ta"l:11 than to p~'l:DIHlt& ill conv.ertil:'-le~ren~ies·. 
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Mr. St,aro 

w. r. 'ffM8Me 

lllpU.catiom tor BruU ot Arpnina • a poulllle mve 
icl VIII 

You Uked tor Olll' ad.vice oa tbe above 1U.1ect, bapt~ to proricle 
a 'buts ro, 70IU' n,17 to Nr. Kafta • ~-

1. It aeema that the lepl eamequaace of tbe ArpaUalt 110Ve 1a 
teraa ot Brull •s relaUoaa wltb Al'patima tbrGUp tbe Fund ww.14 be u 
toll.on: 

(a) Lll"Kz.&..L. wow.cl be ent1 tled ( uader Article VIII, Seotloa 16, 
( ) (1) (U.) to preaeat to Aqelstla tor ollUpWJ7 converaioa S.nto 
BraUlaa onut:roe or gold an;, 'balana• ot Ar(IUUDe puoe aoqtdncl aa a 
nt8'111.t ot cunat trwacUoaa or• it ••dd, ta, •1d111 ~ tor current 
truaaot1oaa. Brull voul4 not, haveYer, be able to pNaftt tor COD'YV81oa 
balaDoea ot A,pa1wle peaos tbat were •-- to Arpnba • • 110ft to 
Anicl.e VIII (Aniole VIII, Seotioa ,., (lt) (il)h 

(b) Brull would 'be ..Utle4, when npaNbulag enaulroa 
trca t'be use AzopotiDa pu011 tor nch nparobu• w tbe exteat that 

lloldinGa ot JNoa ,,... lea tbaD '15 per out ot Aztpntlll&' s quota 
(Article Sect1on 1, (a) (b) (c), Schedule B para 1 XIX (4)). In~ 
Bn&ll I UU4.a.aatory reparalluee peaoa would be bcluded la the oaleul&tlOD 
tor the 19&1' lA wbich the G\l1TeDey becw c01ffltl'tiblA (Scba4ule para 3). 

1'be8e 1 pl'OV1alciu ahould perb.apa bedlaeucl with Mr. Gentela 
before your e- mS.oate with Mr. Kafka. 

2. We are not · or ill>Ucett tor Brull la the coatat 
ot LU'lA. .an.au Arpntba have bUater relatiom 1i'broup LAF?A. 
Honver, tllere Id.pt 'be en 1ncNaae 1n tbe use ot Arpat1m peaos 1n tlle aon­
llllllt ot ahort-tua tum.a1 alao given tbe areater degree ot aecvrit7 that ta 
illpliclt 111 Artlcl.e VIII aw.tu BruUlu. i.Jmtatora 11:lght tllell cbooee to tau 
adwatap the hSper iatereat rate. obtainable SA Arpatla over thoH 1D 
the Unitea states am there Id.pt be acae cap1ta1. ~ traa nruu. 

3. 1'b18 oant1dence tactor Id.pt well ave rm effect on the 
tnvestaeat -- ud inteDtlcu ot cOWltrlea Olltalde LaUD Aaarica vbo were 

with cboice 1¥!1:~"' Ar....U- and Brazil as lnvNtaent ou.t.leta. 

4. lotwl~ above tbe crux ot tM mttv voul4 to 
lie tn the ar... ot ,reatlp aad politica. Hire • KatJra ia olm.o.ly tar 
better 1ntOJ'MCl than ve. However• it 1a clear ttat Ai-patina• a pnatiae 
wou14 be l t.u~ to beaef:1t trcn the pq,oaed aove both abaol.utel¥ ud 1n 
relatioa BnaU'a. 

cc. 
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Mr. Sturc (through Mr. Hughes) 

Maria O. !,rler 

Brazil•• 

March 6, 1968 

During the period OatObV•Daceaber, 1967 the tollowilac mtch trau­
actiou were un4el"t&ken. 1V Brasil, 1nYOldns the sale ot bilateral. c:rclt 
balanc .. tor convertible cUl'ftneiee 1D order to alleviate tbe sharp tall 1D 
convertible re1erve11 vh1.ch Brull experienced. 1n 1967. !be aonetary authori• 
ties sold to European b&nk8 u.a. dollar dencainated credit b&lancea accuaula• 
ted 1n bilateral accounts in tbe 11110UJ1t ot $'9.JJ ailllon aptnat papent ot 
an equivalent amount 1n cmmtrtible currenc1••· In a4ditioll, the buk pu.r­
cbuiag tlle bilateral b&l ance■ given, vi tlaout all)' p.,._t, a cla1a on 
cottee 1aporta trca Bns1l 1n the tona ot a parantee 110tlooiiaaued b;r the 
Bruilian CottN Iutitute. The guarantee notice entitle■ the bolder to 111-
port a stated aa0W1t ot cottee traa Brasil tree · charge. The value ot the 
guarutee notices, calculated at the pl'ffll1l.1slg Jlin1llta reclatration prices 
tor cottee, cornaponded on avera,ue, to 13.7 per cent ot the bilateral. balance■ 
purehaaed. Included 1n imae transactiona were sales ot bilateral er dit 
balances ll&intained bJ' nrad.l vi.th two aaber countr1u, ly ~ 1--..-- l~-6 
llillion trca the bilateral account vi.th tuaoal,&na, am $1.. o llillion tr 
bilateral account vi th Ian.el. The attached table gl vea detail.a ot the 
tnmaactiou. 

In 1967 Brazil's oonvvtible net tonip reserve• decllned by~ 
llilllonJ the loaa 1n convertible reserves would have been higher by about $50 
a1111on, after allovlag tor the cottee exports described above, it Brazil had 
not acquired convertible cunenciee th:roup the BV1tch tranaa.ctiona • 

IDcloaure 

cc. • Flnch 
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Bilateral B&lance■ 
(U.S. Mlara) 

· arl 

I IaraeU 

Y\1goelaY 
last Gel'll&IJ 
l.aat GeJ'lllm 

u.s. .a .. 

'1'otal 

Bruil.••Sri\ch TranaactlOIUI 

Ootober•Dectllber, 1967 

Aaount Location ot Average Praia Paid 
(in thouaanda Bank (Value ot guarantee 
ot U.S.Doll.an) notice as per cent 

ot bUateral. balance) 

9.22> Geneva 13.93 
,00 All8terdaa 12.20 

2.50() Geneva 14.15 

1.100 Gana 14.2' 

9.500 OelMml 13.97 
4 000 ZW& (Swltnrlam) 1•.11 
1.000 Lau~ 13. 

15.100 Geneva 13.66 
.J •ooo Zug (Sri.turlud) 13.67 

1. 5 13.99 

10.000 13.85 
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. Stvc ( through Mr. Hughes) 

o. :y: 

BrffU•-Svitcb tnnaac;tiom 

• con 
oavertlble rl!iie~ 

tbe 
rtibl• ourrenc 

March . , 1968 
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Bilateral Be] &DCU 
(U.I. Doll.an) 

9. 

f • 

Oatober•Dec:tmber, 1967 

.Aaount Locat1• AftNC9 Prtlda P&14 
(Valueotparall'tee (in tbouaanda 

flt u •• Dollen) 

9. 2.a> 
,00 

2.,00 

1.100 

9. 
. 000 

1. 
1,.100 
3. 

1. 

10. 

;, • 20 

notice eent 
ot bilateral bll ancs•) 

0.DMa 13. 
MSterdall 12.20 

llt.15 

Geneva lit. 2' 

Geneva 13.91 
Zug (Mt lam) 14. T 

13. 
ae.va 13.66 
~ (Sritzerland) 13.67 

13.99 

.85 
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SubJect: 
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I 
I 

Exchango and ~rnde Relotions / 
Depnrtll>'ent A r./ 

No. 9'.J,S- Date: ,.,._ ~ f{ 

~ 

i ~~~i· / .,, 

Thia ~andurl dc:scribea two rr;ret!nt, hold nt Fund's head-
. qu.aztcrs uit.'l tm P.tinlotcr or FJ.ruuiec or bzil, Mr. DQlfia Mato, and 

a teSt'J ot his odvie~rs. Ya-. ~1 c,mto end X r.o,rt.1c1pated in the nrot 
or th~oe n:etin.11 held on Deet.mb(,r 6,. 1961, which WllU ot a tccbniet\l · 
nc.ture, with ;~ ot th! Mlri.ister• n ,, . ,. __ ,; in addition, the· Alternate 
E:Kacutive D!rcct-:,r tor lh"e.2ll n.'ld ot't"lcia.ls i"rcm other egoncs.eaYw~ 
attended thf!? diacwistono. The :?cc:>n:1 &ne~t"· .,;; t~:al 11el.d by the mna.semnt 
with thf!? M1nlat\lr mld h,.i1 ~u.p on J:)e:: _ ~· 1, 1967,· 1n which •~ssra. Dc:l Ct.nto, 
Fir.ch, 0.."14 :r: participated. A lunc~:in •...m.3 of1\rrcd by Mr. Schweit2Qr roUadna 
this m:?eti~ which VM also nttend~d b:, NeJ:::::rs. SOllthard, Roblcn-Jk, ~ 
m.eol.etop:,uJ..oo . 'lll1l r:more.rutum deal.a fint vith the technical nctina li.111ch 
prwldel 8::CO !'actual hekl\TOWkl to the p,rJllC"/ d1.s<:usa1ona held with the ~­
~nt CD dc~cribed oub=equ~ntJ.y. 

Tho mectine with the Ministcr'a t/Jv!s,orti/-.ma ru ~ tru1tt'ul 
in t<?rma ot obtaining a clear t'actue.1. uwlu!l l on b:rth o_t the current ficcal 
ai tuat1on and ot too 1'!.nancia.1 prognm ror 1$68. 'l'hay mted that at the 
end or lbv=bcr, the tisc'1l dcricit ata:xl lQ-$1.4 billl~ but t..~y 
believed tmt at the end or tbe yeru- it 1 • i t,e reduced to lter$1.2 bill1~ 
uith revenueo ot t~~G.9 b1Uion e.."'ld c ·~~ : ~ tures er NCr$8.l billion. 
llowcwr, they \."eN not ready t:, diacuoa ,:r,-. ost1.Mteo f:rr the 'VV'i')US coa­
p:.nonta or 1"Cwnues ~ e:qieruUtw-a:1, nltbon-: · they ~lzed tm.t the 
v:>lum o: expeoditw."¢8 CW'!'ri4!ld over int:) t~· ~ would be minte.ined a.t r-K,"1'$700 
million. L~ t"ecarci to ~ bU.de,et tor 1: .:-> tb3y motloned thttt tl'Xl ,mt1e1pn,ted 
i-cvr:mties ana exp:nditurc" ti,cro, respecttwl , ller:~10.3 billion Md lr.r$11.3 
biUion, lcuvin.; e. de:S:ti t. or !~r$1 billion, hcl.t ot which would be fino..."tOOu 
b:, the t.101";Ct;crJ outhor1t1co . ('l'iwse tar~: tn for revenues and C!xpendit~s · 
repreae-nt o. :evisi:m 1"1 .. .:«ll th~o G1 wn at too recent CL\? motinc, which, a.a 
can be reco.lled, werc ~,.1 blllloa and ncr010.7 b1lllon, respect1velg.) 
~:, sn:ld tha.t implicit in their projeotiom) wr::.o a price increoac ot 15 p.1r 
cent :ma.s~-ed tr;a O::~r to Deceri·~:- cr.:kl or 00 f>3l" cent on the a~, 
vhUe the cnticipc.ted annual~ 1n eco:axdo activit1 we.a 5 per cent. 

1} M:?soro. u:l:rdWI mld lblcron, fi--o:i ttw"' lil.j>;•i:r.■ l;rizei~ h-0111 the iJ,a. 
Dcy.ir'~nt ot State; an-l ti.r. l>lllle:o t"rom tho u.s. Dcpartmnt or tb3 fre~✓-

'U f-~asra . Pa.atora a.'ld CD:-valh::>. 



flotin.3 tmt too revenue foi-eeaat llt)lied an lncnuc or about 
50 ~ cent i..'1 curz,,ent -u :.;., tl» lllrs.2iUo., teehutc1cna vied to a.pl.e.1u 
1t on th.e ~1a of tlZ3 1':>lL .,.;.. ~ ,. -:t · ~ t (1) ·is? m~o ot th3 con::iuaptiQQ 
ta:, an llll3;? luxury 1 tGs l\~ro locreasod auootQJ.'ltiall;v in order to Obtain 
t.'le cddit1~ iJ;:1"¢:1,;.o mllllon nqm~d t<l c~-a~ tWt 20 por ccct nit'~ in 
oa;lrl ~1ea -tor pi.wile e:tpl\lJCea; (2) !n l:~ an o&litl~-w. rc~niw or ~iOO 
tdlll® wout·· ~ ool:.dt~J~ .tr~ t..Jie o ... ... .: · , ··... to."!, vhoae M•nt ~ post• 
~ • (A for cu: tl,"Xlth it1 1.~'-i7; (3) t 1 1 • •• :r re t~ ...i a:.".: e;:;ected fran tmp..,:tt 
ta:ms w from en on::-~ll !..:._,.,.4 - .: : . .. 1n ~.:. . .?loi~ or tr:u colleettcma. 
b~wr, m~t ot the ~~ipanto in too diocw.~ion e~ese4 serious 40W>ta 
re~"dina the v-1a.i>il1t1' i:>t r:.,u.:b e e.rani1c s. ~.:-- ,: .. in the ta~ pressure. As 
re~d:J too level .tmd. c ::.:. t .. c:i or · ~ - ·· • ,~., t.tntort;un.atffl,y t~ ~u­
toa techniciGM 'lie.re n~t t ~ , e¼i,'llcit. .:· . ," .. ··.• ,., • ' . .,~.ouit\ii the still ~t:­
icno.l a~ ot th.air egl.c•11.1.:-;t.1cm:a. JkN-e\~~.. •. :_.. ~nt1one4 tw.t 1n ~al 
~ the ~lli.rm o.:: ea:,'l1 i · E:::!'1)0:ilditurGtJ 1n .•• · ·) w~ be sU&ht}J' to~d 
fr.xi the l';li'/ level, u.'1d th.it the . U , . · ·, · ~ :-vied o-,-er int.:> 1$69 ,r-.. ~ 
Q.;"1t1C1J.)ated W t:>tal ~~ • .) ~lUon. ( -: .:. .o. ~1 in. iUQ MaC e2ti!L•': , '. 
at ~.•.;1.3 b1Ui.;)n t.l'lC ,.r ·-~-- O: c 1o ... ~tw ~~e4 g,nr, 1nt::, 1959 1f' the 
m$ bUllon deficit ~,;.."-t lD t:> be ~t.) 

When oal:ed oo-~"t t..~ Sl)Mral. finmlc1cl pr:;,zrm rar 1$Xia, tm 
flrazilio.a teclmicil\t!S ra!tt:n.ttd th.at :tt wstJ &till 1n a prcpnn.tor-1 atc53 
altboogb tllly mnu~ the ~~a tb~t ~r r:, ~11\1 c:msidered -:or A0!.13 or 
the ,r.u-.!.al)J.ca. 'i'ila mt & ~ztic credit c :.,!~ wa.a envlaa.sed e:s c:"".' .. ~-:. .. 
ib10 with a'l increooe in t~1gn rcsorws ~na ootwen $100 al.Won ar.d 
$..,"00 mllion (vit;b e..-i implJ.clt. cmchr,.nae tt.t\? d:!wluation that at o~ p,1nt 
tl~.:; quotAld ns 20 per cc~ ... ) C.%lfl 11 t"i~e o!' ~~ t , .;;.O r,el' cent ia the r.,:i-~1 
suppl.y. 

Tb: d!acuasi:r.a held ~, 1the V4~ti.S !11.rcctor G!"id th'! atal"t with 
ttxz ttintste:-~ otbc.r ,: .. '1.c:k.J.c:.U we,:., in .:. 1':..": .... J., dlsappo:1.nt.t.ns ioaoi'ar Ga 
it did no~ yield t.tn;J co.11elusiw a..seu- . .r· ::c ' · . • ciciw e.ction in t."'1-! f1e14 
ot fi~oial skbilt=ati~ in t ·; . .,.-•.· tutu.."e. ~u r.am.ater au=:iarbetJ tba 
QU1delinca for cconanic end 1'1n:m.c1nl ~liclts 1~ 1:)33, in o:rd~r ot ~1or1tJ, · 
lU t~ll-owat (l) e rata or ec:i..-i-:n!e ~i ...;"' ,.G ~r cent ~r onrr~; (2) n. 
tkeelc1""atloo. ot the ,wru.'ll :c:.~ of ir..:!.'ltitio.:-l t~ 15 p,2:r e:it (mu~ed. ~-:e 
De~r to Di?~r, o:- 2'l r.1• cent on th? e.·.rer~ .·) J (3) .a.."1 oncum,;llat1on ot 
f~1Gn reaer-11e,=. ln t~ c~n. . ~t or tt--..e 1r1: ~ :.:, t!'lo:l t,'Jrdster 1r,i9:esatcd t!l:,l 
p::io81bU1~-altl'J~J,3fl he ~'U1$izCd 1t; ,:c.a :.. , • h:roott:.ct1cal•-Oi' on 1n1t~1 
Q,(]JU3f.m:?nt in tbe cx~a rat~ o-r 15 pc:- cc.!lt era-!¥ in t.M jtlm", i"ollorm by 
Q:Ol..lcr a."Ml ~e frequent ti.A.it< 'r~'.lnta . t . C'1'JI"G! ot tho year, i.e. fi!Vllr:J 
flvo or si" m:.mtb.s . !CT~ cf. .l p,; · .. ~ ... ,- out ,.:..:- n ~it!:'ll shmc=~a of auc?l 
strawg:r, wt thr{"r;bout t.~~ d1ccmi ... , ~.i ... , ~· • s~-a!' ~ · 1 t clec.- t..°>t.lt 111 the 

.. .~s4 or rcconcil.in:;; tho -:..~ policy ob.1<¥ctiwa be md vrov!OWU1 outlined, 
tMt of eccinr,n\r.itin.,:; :-cc~111"0G Yas of the lcact ~1~r1t:, for the o.u~dti~~h 
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In tbio conneotton, he notfl4 tho p=oslble wif'av..::irable ~ ot de~tion 
en a~tic pri~a--be illS1stcd. toot- •. -·-- er.oha.r!Ge rawa led botti ~ a 
diversion of basic c~tion 1tem to the -•: :n-t market a."'ld t::, hiz!}er c~ata 
at eem:mticl. ~, 1o"bicll t:>zether ace:,wit for ab~t ,0 per cant ot th0 
c-:,ut r;;;t living imax••er.d ~i.dered ~- at~ lar~ SU1\ in Z'Ci:t!!l'V-JS w;,Jl.4 
onl,y p;)IJe i,roi,lems ot excc::a liquidity tu . b0.:1king eystem and 1a tum 
Jo~iio tm atdlil.iM~ion Pl'"03J"OZ1• ... ., .otarr po1cted out that au.ch s line 
of rea.soning did not i"oUow necescarU;y, i;...;-:.,_.. at.J the auth31"it1ea c!lul.4 
ol .. !'aet any ot tbztJO d:vel~t ~:Ji.~ by tiac~ om m:matu-y D?aourca. n~-ewr, 
b3 left the unequivocal ~sion t=i. the pl.a.Med adjustment in tha e%c~ 
rate vill ta.ll sllort ot our expectattona, most ~ba:tly in tbe ranco of 15 to 
20 per cent. 

Tumin; t::i c. d!scu.ssion t>!" tb3 f'laeal out~ tar 19'7, the Minister 
m,ntioned the a~ to:ecaa.ta made a~ the CIAP C!.l .. t1:U ot e. d0f1c1t ot .i::C1•~1.2 
billion. 1'ha ata;"t o-:>tcd toot ttc deficit. a.t the end ot M.:M3I:iber w~ al.""eadl 
D::r~l.4 billion a."'ld that in the last EPntb ot the yeu strong expenditw.-e 
prc.G:nu-ea &rla.e. lb rc1to!:'ated, h:Y.i.'OVOl", thiD f'OZ'Ceast and Gtldod that the 
GXDQnditurca carried o"-cr i..'lto 1:1'.JO will na.; exceed !~700 llillion. 11.le 
M1ni3 tor went 011 t;, h3 t.")~t tl~ ckV'1&t1cmc O:omtho J."lacal progroa in 1957 
or1g1na.ted lm'ZJ:l;/ 1n c~t?:er.t:s of' the p.;..Vi003 adml.nistration tJr uhich no 
all~-we had been ~ in thl p.rogr~ c1 :.. • .... in th1G eonnoction Ute la.1'&er 
t.'lnn ont1c1pa.t~4 caff1~ ~i~•· .:.~ , 19(,G and the eala-.ry 1n:reaze to 
ail.1 tar, peroomel. c~~ the ti.seal .. -~o-:J?m:s for 1968, oo repeated the 
~3ct1o:u1 stwn by hio te~!miciCM tho .. !.., be'!~. ~ cwt asa,1a ~tl04 
ca~ tb.futo na to the ~tilde ot tha .:·.... ... ' proJections tor ~, cnt'l r.wt44 
thnt the:, iqllled a coactdel'able increase in tt~ tu burde.n. A3 recar,1s the 
owr-cll. i'inandal ~ £'3' 1$68, t?ll! Mln!at~r ~tea that it would oot ba 
read3 Wltll J~J, Vhcn e more conelw3iw definition of policies could be 
~ on tfw baa1u ot tba tlaa.l Naulta tor 1$161. 

'l'he t1ml.ntl ot OU?' tdDaion w:,.s not set, elthoustl 1t ~ ~cl that 
tn en:, cwnt it would t&ke place only &tter the ad3uatment in the e:,:chanee rnte 
tmt> effected. tJ.t.,on an cm .. 1,Uir:, 'trJ Mr. r~ tlle p~eibillty ot a muo1on in 
the meeantt half' ot JOJ»J&-y, Ur. Del Ca..-rto ... ~1nted wt the ti:m ca=iti:.::nta the 
tJta..,flf bnd olre~ tor that m:mth, but expl~d t?w.t ~---ements could ~ mde 
1n this respect, upon the Nin1'5ter's nqu.eat. ~tie tmpmant, the atai't' 
ind1cnted., 1D t~t the a.utb.1..~ tio~ CCE1£Jlcta Gll na~s:wey p:RparatiQU for tm 
tortoo::c.tnz neFUat1oms. 

J6.ime Darcmalua ­
r.eoruma, 

~tern SooJ.th •ncan Division 
Wea""...ern IIemis~N Department 
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CQt!'IDElfrL\i 

Mr. Busbe• 
Ar. Pinch 

Maria Qpaaaov 

Mid-term mi!! 

There bave been tvo aipUicant l nt 1r& reapeet ot zU 
since the mieaioD returned and Mr. Del Canto reported to the .. ~--..•-...:,, 
D-1:netor on Jul¥ 26, 1 7. I think you sbould n1i11ire ot these, but I 

grateful 1f tntaratiOD be regarded contideut1al. 

ftntq., on 17 tbe BruUiaD authoritiea introduced 
reetriet1ou on ........... -.,.ti 1D the "amual mar " ~rm•- :prencn.taly sales 
ot toreip exchup vere made tteeq without 8JV nt of purpose 
•1Ds uired ot the purchaaer. Aa I see it the nn:-ani:tements v1ll be 

t:ard to dla1D1ater ect • tbeJ" do repreaeat harp t t 
. the B • 

Furthermore, 
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The Managing Director 

Jorge Del Canto 

Brazil 

August 22, 1967 

Attached is ·the translation of a cable we have received from Brazil 

r egarding changes in the operation of the manual market (the market for 

foreign currency notes and travelers' checks). 
-t 

We propose sending this cabl~ to the Board with a cover ing note frcxn 

the Secretary indicating that this matter will be treated in the forthccming 

staff report on Brazil. !1' you agree with this procedure, please return the 

attached to me so that we can prepare it for the Secretary ' s Office. 

Describing the new measures briefly, access to foreign exchange in the 

manual market for Brazilians is to be limited to travelers, who must prove, 

moreover , that they have complied with income tax regulations . Apparently, 

there are no limitations on the amount of foreign exchange that residmts 
@/JtUt~ 

may buy far ,4 travel . Foreigners will be allowed to purchase foreign exchange 

up to the amount they have sold during their stay in Brazil, but they must 

secure prior approval from the Central Bank for purchases exceedir:g 30 per 

cent of the amount they had sold previously . 

The principal effect of the new measures will be to curb the export 

of capital at the official exchange rate, as has been possible over the last 

three years by virtue of the authorities ' unlimited support for a free 

manual market . last year, Brazilian technicians estimated that); per cent 

of the authorities' net sales of foreign exchange to the manual market went 

for tourism and the remainder for capital transactions ; much of the outflow 

has taken the form of purchases of U. S. dollar notes by Brazilians as 

protection against the depreciation of the cruzeiro . Our experience indicates 
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that the habit of saving in U.S. dollars is so engrained in Brazil that 

the new regulations on operations in the manual market will probably result 

inthe development of a black market with a more depreciated cruzeiro. How 

much this rate will diverge from the one in the rest of the market will 

depend to a large extent on how tightly the manual market is controlled 

under the new rules. 

It appears that the recent deterioration in the foreign reserve posi­

tion spurred the authorities to take action to curb operations in the manual 

market. In the period July 1-Augu;;t 11, the net reserve position declined 

by nearly $6o million, following a loss of approximately the same amount 

in the previous six months. The principal factor behind this weakening 

in the foreign reserve position appears to be the sluggishness of exports 

this year, particularly of coffee; in the first six months of 1967 coffee 

exports ran about $6o million below the level recorded in the corresponding 

period of the previous year, and it is reported that coffee shipments 

''1 
continued to lay in July and August. While the authorities' net sales of 

exchange tot he . manual market have been heavy, averaging about $19 million 

a month in the period January-July 1967, they have not been any higher 

than in 1966, when they totaled $26o million over the year as a whole. 

Apparently, however, the authorities felt that the only action they could 

take to alleviate the balance of paymeniBdifficulties they confront--without 

adjusting the exchange rate--was to try to diminish pressures emanating 

from the manual market .tMr. Beza and I talke the Head of 

the World Bank mission which has just returned from Brazil, and he told us 

that the Minister of Finance has been under pressure fran a number of 

military officers who are disturbed by the decline of reserves aa& :iw 

...a••••-■lllllllll l!IIJ ... t•• ~•1wa111at!l!!lkM1t~•lllli 1911't!'l!e'l'll!e!'m~ and who view losses resulting f'rom 

sales to the manual market as the result of pandering to "evil speculators . " 
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~ He also informed us that in discussions relating to the timing of 

the eventual change in the exchange rate, the Minister of Finance told 

him that he hoped it would be possible to maintain the present rate until 

December, af'ter several major wage contracts in the private sector had 

been negotiated. 

Our view is that the measures described above are not likely to 

provide much balance of payments relief, inasmuch as the Brazilian ex­

perience indicates that such measures do not curb appreciably the out­

flow of capital. To state the obvious, what is needed in the present 

situation is the pursuit of a tight domestic program coupled with exchange 

rate adjustments whenever called for on balance of payments grounds . 

Returning to the discussion we had the other day on the question of 

a Board Meeting on the stand-by revie': paper we are now preparing, I 

discussed this matter with Mr. Beza yesterday and we do not see the 

utility of a meeting on this subject. As we see it, the paper will in­

form the Board of the departures from the program and describe the . 
intentions of the authorities to reverse the disqJeting trends in the ,...... 

fiscal . and credit fields, indicating that what is really needed now is a 

period of testing (the staff plans to pose the problem in this way) to 

determine whether the authorities can carry out their plans. A Board 

discussion at this stage would probably center on the departures from the 

program and on speculation over the feasibility of the authorities carrying 

out their program for the second half of this year--subjects that are not 

likely to lead to a fruitful discussion. In these circumstances, it would 
to point out to Mr . Kafka that a Board discussion · 

appear appropriate/at this time might not be opportune, although it should 

be made clear to him that we are not opposed to a Board meeting. 
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J>ecree 59430 ot 0c,ober 27, 1966, conteSn1ng certa1D prartalona acw• 

vD1Dg 1)&1111Dt• tor ~• ot pevole\D IIDi petrol.ea bf•pro4ucts bu 

continued to remain 1n ette~. !he Decree n1pulatea that exchanp con­

trfMn• tor the pircbue ot crude oU am ,-t.roleua product• traa a ■1Dgl.e 

foreign IN.ppl.1er 1D exceas ot apao1t1ecl quut1t1ea and terms ot dellVWf 

111Q' be cloeed OQly 1t the tan~ IUpplter assumes ,11e oamdtment lo uae 

at leut 20 per cat ot the value of total blp<rta coatracted to,: one ot 

\be taUovirag purpoNai (1) '° &'l"l"aDge tf1ll aporte ot 1ru111an pl'Od.ucta, 

(2) to t1mmce apart• ot Brq111an ptod.ucta, (3) to 111Ye•• 1D rlak oeipltal 

ot oaapanS•• dalicUed iD aruu, (4) \o ti.Duce l'etrobru 1D ite explOl'ation, 

ftfimllS, and Jl'Oll\lOtt00 aotiv1t:l.e1, anc1. (5) otbw use, that ~ be approved 

'b7 the Rational 'fl'ade CounaU (C0101l). Pretonnce, are, monover, givea to 

tho" t01'8tp ,Qllller• vbo, 1lhUe Pl'Orid1nl a oaapettlive price, are wU11Dg 

to a&&NDIO 1D reqect ot JU"\ ot tbe val'!Mt ot the ccmtnct tm7 one at the 

obl1g&,1ou d.o1cribed above, even ~ the cOll'bract u tor an 1110UDt below 

the 1-vel trz wbiQh a caait.ment 1a obligatar:,. 

In 611/61/15 it was reported that in practice balanoea oarrea:poaUng to 

tba value at a cCllllitment NCflired or the farelgu tuppllel' are "1.eased after 

• mextaa period ot J.80 U1I 1t v1th1D that period 1t prOYed Smpoaelble to 

UH tbeae bal.anoea r~ the p.arpoeea det1Ded 1D the decree. At the ttml ot 

the 1966 ccnallltat1on the ll"uUian lllltborittea 1rd1cated tlat they \IVe 

plMDSnc to uawa Hfll4at1ou apecUJ1ng Nleue ot the balance• VS.thin 180 

4&1a• ~tng the review lliieaion the Bru11111n au.tbar1t1ee ~ to the 

fund natt that 8UQh releuea have, 1n t110t, been 1114• oal.7 ill c&Ha where the 
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caad:t1111at1 haft betn T01wltv7 oms ~ to Sn the t1Dal aeutenoe ot tbs 

pl'ffiewt ~. lb nleuee haft bee made ot bal.aneea ot tONtp IN.J­
/.~ 

p1.s.nL1.11¥ler tm o\JU..01'1 ~ w••• tht caaas.taent ua been 

hlt1Ued. 

ID the tirat halt ot 1967 the quivalent ot tll$lO. 3 IIU11oa ot .ltlocked 

balance• were Nl•ue4 aa a nelll, ot UTus;.._te Dl84e l>J ,ewol.tua app1t.era 

tor ...,_. ot lru111M 8004•, Mtal7 --.ufectlana, ill accon\1m.Ce ¥1th the 

abot'e Deel'M. On ».ctllllber ll, 196611D4 JWJe 30, 1967, the 8110UA'te Mnaiiag 

SA blocad UCOW'ltB as • Nault eaattment• N'1,lil'ed ot toretp INppllerl 

ware .. 384,lt05 aDd ... 73,8-9, NQM11vel.1'• 
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. ~ut?!y-a U~#t.-9}.__ 

(fl 
'lbe Maneg1.ag Jllnctor 
~ DePlt7 Manag1ng D1l"ectaf' 

L Wal.tor Bobicmk 

nu, 
' . 

nda ~ 1a !ntende4 t:, provide a brief ■Ulla!lt'Y ot ieceat 
develq;amta 1n DrazU am to 1ndlcate the princlpai uaue.a t1- 1t 
vould be usef'Ul. to tocua on in cU.acwssioas vith J.Jit. Del.tia Beto. the 
new Min1ater or Finonee. I sbould note at the OQteest that tbl teak ot ' 
surveying :recent &rvelopmnta baa been ecmpU.cated. 'by tbe ~oa 
ot data repan1ng trca 1n:11. Wt mw mt :rccelv.ed the weekly data 
cable tor mra thm two m:mtba a.'14 time has been a J.aa 1n tbs ncei,t 
ot otbff lnfomat1on. »eap1te our requeata that the cable report1f'1 be 
resumed-41:recte4 to the rormer an4 the pzeaent President ot the Central. 
Bank-the situation baa not been cOl'l'ected.l thl8 m.tter v1ll be taken up 
turthor later in tb1a msmra.odum. Ir& ccopil1ng the 1Atc.nat1cn uaec1 1D 
th1G ~ w llaw bs4 to ~ heavily on nporta ncoS.\'84 lw.Y the 
u.s. State Depe.rt.ment &c:a the Emaaay la Bio de Janeiro. 

Brull bu DOt 4rmm egalaat tbe present at&nd-by ~nt ~ 
$30 mil11on, 1dl1cb entered 1llto force on Februa'rf: 13, J.957, anrS at. the 
present t1m tba Fund'a bol4Snp ot new cruze1roa· ltan4 at 103 p,r cent, 
ot the quota ot $350 &1U1on. · · · · 

1. ~ 4!:t!l91!ffint~ 

Over the t1rst quarter ot 1961, tba· net torelp ruorwa ot tlw 
~ autharitiea illpraw4 'by moN1 than "the m1n1nn Ol¥Nl1t that ba4 . . .. 
l,een ~, blst the expenaS.OG in credit traa the nmetar.Y 8Althar1t1u 
aid the fiacal. deficit exceeded by wide margina tbe UmS.ta eat&l>Uabad 
1D the .icnd-by pr0Gl'alll. 'llw net toreian rascrvea aecllned abarply in 
t!D t1rat atx weka ot this 19ar., but tollO!dng tbe depnc1ation ot ta 
cruzetro by 23 per cent in 11114-Fe~ tbe!'e baa been a at.eep lnol"ease 
Sn reserve•, ~ mare than ottoet tb9 previou locsa. ~ tiacal deti- · , 
cit in tbG ti.rat qumotc:r ot this Je61' boa been esttmted at mare tbaa · ' 
mcz.$lf00 mUlioa, ~ with tbe tare.et figure ot Ner¢130 mill.ion Mt 
out 1a tm ~ ?.bis dltttiomt1oo 1n the t1acal o1tuat1m eppaara 
to haw ntl.ected primarUy an increase in expenditurea ~ than a 
·eharttal11n nvenuea. It w been repted tbo.t budgatal';v tnnaten to 
the atatea haw been advmlC(?(l abeQd of' scmc1ule and ~nta IISD,1nst ex­
peoditme obligattcu earned arer t.rm. last year were laZ'grar tbm\ had 
been anticS.pated. b net dce.tstie Cftdit ot th! monetary autbarit1ea in• 
c:reued by T pa- cent in the first qumte• ot 1~7, CQIIIGl'e4 with a plamla4 
ftc!uct.toa ot about 2 i,e:r cent tor this pe:r1oc1. Moat or thi.a ven J.ars, 
ex;&m!QQ S.n creclit appears to haw ngulte4 &all the atecalaa. ot cre41t 
to tm Govel'lmmt to cover the tiae&l deft.cit. · 

' 
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'1'be nae in s,:r.lcea ovv the tint three IDOntba ot W• year vu 
allgbtly leu tball 9 per cent, ~4 with an tncraae ot marJ.y 11' 
1>ff cent in tb8 conreapoocling ,eriod of 1966. l"ollov1.ng an 1ncreue of 
=re than a. pu cent 1n Jamm-y--tbs month 111 which 11111'1 ot tbl prioea 
ot the atate ~e• amt autonaJ101US ent1tiea aze ad31&Gted-the . 
averooe rioe 1D prices in the next tw months waa about 2 PU' cent. Ill 
tbe tint quarter ot lcfi? foo4 p.ricea rose ~ om halt as tut as ln 
the cOl'reaponcling period ot the pNVlous year, wen too4 auppUea wen 
adwnel,y atftlcte4 'by watber canc11Uona. 

. _. ODl.1 trae;nmtar:, data are aw.Uable on recent tren4s tn econamlo 
aci1v1t7. bee S.D41cate that t.be receas1on tba\ bepa lat. in 1965 
deepened in the t1rat quarter or )9)1, bl&t it baa been reported that 
activity began to pick up aplr&· in Mn-ch. h 1%11! extent, tbe obm!p 111 
output; in recent aontba vu 4ue to tm severe fl~ that affected tbe 
11~ Faulo area. encl led to thfl ,ffliCIIWIS ot electa"S.o1ty. 

2 • . l!ftU11!8 ts: cHpcusaion 

' . 'In tbe light ot recent devel.o{aenta, the 1Bmit<ll.ate 1aaue for 
41acuu1on vlth tbe Nlnister ot V!mmee 1a tm ttacal Ol.ltlook to, ~7. 
'1'be pr1nc1Jal queationa are whetbel' the orlglnal. tiacal program =n be 
gotten beck on the tncka, &m w4t ~U\ft& the authorit1ea ploa to 
talut in W.S area. It baa also bcon npairted that the 1noam ta 1av 
bu ~ nvlle4. m1n1.y prov141na tor an 1ncreu in ~lona that 
Bl¥ be· ex;ecte4 to llav'e an adverse ~ on nwnuea. 

'the a:,et tmpo.rtant 4eais100 that v111 mw to be 11148 1n tlla _. 
tow a,mba CODCa"n8 the eottee ,OUoy to be cstabUabe4 ta, tbe cotftto 
;ylD&:r bes1,nning ~ 1, ~, inasrnuob oa a nm tJOllc.v S.n tb!a m.-ee. 1• · · ·· 
cr1U~ ~ tor the auccsaeful Smp:t.eamtattca ot tbe etab1U• 
zat1an plan. 'lba cotfee JC)Uey adopte4 1cwt yeor ht.aa been eucceaaful 
tn el1m1nat1ag tntlatiaoe.r:, prescu..,-ea trQlll thU sector. ar:d otticiala 
of th:t irenoua odmln1atrat1an 1Ddioc.te4 to ut1 (in Decembor 19'6) that 
1t was tlleu v1c1'W that tba ~ purcbaao pricea ot the Brea!Uan 
Cottee Institute 1D the comina cof'f\!e :,eu Bhoul.cl be m.1nta1D.'!4 at the . , 
88ml level aa 1D th! cmrent ~ 10u-. 'Ibey pr0.,ecte4. mi tneraaao S.11 
the IS.M ot tba crop, and t;oeether witb th, maintemnctt of the J,11"1.ot 
t.hia VOQl4 relNlt 1n a atable !3!l, inooma t~ the cotteo sectar. nece$ 
press reports :Sad!cate that tbe cottee sectar 1a e.xertlna etl'0Q8 presaun . 
CII the Cklverllmnt to miN SU'batantiall,y th? guaranteed purcbaae price ot 
the BruiUtm Cottee l'nst1tate, end Sas? atatemnta Diede by tba :nev 
P.restdent ot tm m::, to tbe e:ttect that cottec p:rtcu have bean too 1.or,, ' 
me d1squtet1ns. It vou.14 t..'leretcrre be UOl'lf'ul to obtain fl'OII thl9 M1111ater 
or FinGneO ma idea ot tm currant thlntdne ot the new econcalc teem v1tll 
regard '° proepect1ve cottee pol.1ciu, an4 to 1Delicate to 11111 the ~­
ance that Will ba attacb!d to tb1a dedaloa u a m.10J' SndScation ot tbl 
new ~1oa•1 ,olloiea. 
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· 'lb3 1ncno.se in WstJ3S tor p,i)Uc sector emplcr.,eee tb1a ,.. waa 
. f1x£4 at 25 pei- cent;, ett\lotive ts-an the ~ ot J~, Bid 1n M.\'reh 
tba n:lntmn va.."P wa.a edJUGtod Ul'IWO,l'd ~ 25 per cent. fJ!m dacaiee sett1ng 
tm minlm.11 vaae epecitied that tln oev Javel 11 to be m.lntalDed r:r, . 
three yaa:ra. WlA w 4o not V&llt to e.m;x:ar to bll queattontug at ever., 
tum tm detozm1natlon or tbs ~ cutboritt.e1 to mintain tba policies 
eatabUamd b~ tm piev:S.oua ~im, attoat1oo coul.4 be dl'Gl'llt to 
thlt exlatl.ns PQlict.ea in wa aroa, theftby lmritluc tm aactlm or 
tbe M1~1otez- ot nmnc. .to the :preoent policies. 

. 'lba 1ntemlptim.·1n l'Opo&'ting under> t.m weekly cable ta an S.SfNII 
~t .enouab to bo talmn up with the Mlnistez- ot Fhcsnce, It th11 .' 
po\)lell 1s not CQneote4 ~ G'l8$, Tie :tm.Y COO!l " imabla to UNU ·, 
developEDta 1a Brazil. We woal4 alJJo .rectmr:!rd that lt be ~ tcr· 
the Minister tht\t we eend tbe tleakmn world.QI on Brazil to IU.o 4e Janetro 

' tar a pen.04 ot tea 4a¥a to two weu 1n 1-i.v to t,atber s.ntonattoa co • 
ftC(!Ut de1el0l>111.lnte• 'Dl1a auegeet.1m. le ,art~ rel&ted to tl:19 ncent 
problffll ari■iatl &ca the s.utemq,tim 1n tbe now~ lnf'onat1CIG traa 

• Brull. but it aeetlecu more baaical.41 tba 41fflcult7 of 4otns · an 
atoquate .job ot c09Vlna Drail t:-.:a ~. · 

ca. Mr. Flncb~­
Hr. Dlco~ 
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Brazil: Debt Renegotiations 1964 

Continuous balance of payments deficits and mounting external 

indebtedness by the fall of 1963 had led again to a severe burden of 

external debt sJrvice despite the relief obtained under the 1961 agree­

ments. Political pressures at home arose urging a unilateral declaration 

of suspension of payments upon Brazilian authorities, struggling with the 

domestic problems created by inflation and near-stagnation of the economy. 

Large commercial and financial arrears had already accumulated and the 

Fund was informally approached with a request for a postponement of re­

purchase obligations. 

In October 1963 Brazil began preparations for negotiations with 

creditor countries. The Fund, and especially the Executive Director for 

Brazil were to play a key role in these negotiations, and the Fund staff 

soon initiated informal contacts with some of the creditor countries. 

The total external debt at that time amounted to nearly $4 billion, 

including arrears on import bills of $170 million, swap obligations of 

$170 million, suppliers' credits to the public and private sector of 

nearly $1,250 million, IMF net drawings of $167 million, compensatory 

loans to __ the Bank of Brazil $1,450 million, and other official debts of 

$350 million. Except for loans obtained through AID, Eximbank, IBRD, and 

IDB, those external debts were of short or medium-term maturity. Debt 

payments scheduled for 1964 to 1966 were as follows: 

1964: 
1965: 
1966: 

$996.5 million 
$433.7 million 
$376.1 million 

There was sooie likelihood that these figures represented a certain 
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overestimation as it proved difficult to obtain reliable information on 

the extent of utilization of suppliers' credits. Nevertheless, against 

available foreign exchange of $1.1 billion expected on the basis of balance 

of payments forecasts (average export earnings $1.3 billion) the urgency 

of renegotiation was widely recognized when Brazil in January 1964 proposed 

to convene a meeting of the major countries. 

In February 1964 a Fund mission to Brazil discussed the possibility 

of repurchase postponement, and before even the report of this mission was 

issued, the Fund participated as "observer" in a meeting of the "Hague 

Club" in Paris (March 16, 1964). 

The oral report by the staff representative as given to the creditors 

did not suggest any realistic prospect for an imminent stabilization of the 

Brazilian economy. It stressed, that in view of Brazil's immediate payments 

problems relief on debt payments was urgently required, but that in view of 

improved coffee export receipts and a recent exchange rate change a reason­

able level of debt servicing seemed feasible. The Fund representative there-
than . 

fore suggested that a quick rather/large amount of relief was important. 

Brazilian requests for 100 per cent postponement of iaterest and 

principal payments on all development credits and for a funding of arrears 

was termed unacceptable by the representatives of creditor countries. With 

a revolution in Brazil, the meetings were adjourned without agreement. There 

was, however, a ·suggestion of possible compromise in the form of a U.S. 

proposal for 60 per cent refinancing of principal due between May 1964 and 

December 1965 under governmental or government guarantee credit contracts. 

After another Fund mission had visited Brazil in May 1964, the extended 
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"Hague Club" (Spain and Canada in addition to previous participants) re­

convened in Paris in early June. The Fund representative reported on the 

mission's findings but in view of the uncertain political . situation could 

not hold out much hope for an early stabilization ·of the Brazilian economy . 

Brazil made requests which were notably moderated as against the previous 

meeting. They centered on the request to provide for a declining portion 

( 80 per cent in 1964 to 35 per cent in 1968) of relief' on payments under 

suppliers' credits maturing during 1964 to 1968, with a grace period of 

5 years, and 5 year repayment period for the postponed portion of the debt 

payments. Brazil proposed to undertake effective control of' new suppliers' 

credits. 

The meeting led to a reformulation of these requests so as to include 

only 1964 to 1966 maturities, but under French leadership and with strong 

support :f'rom the U.K. and Italy, theemerging consensus of creditors 

envisaged a debt rearrangenent merely for 1964 and 1965 maturities. The 

U.S., on the other hand, seemed to have been prepared to accept a rearrange­

ment of wider scope. 

The third round of meetings June 30 - July l, 1964 substantially lead 

to the adoption of' the earlier U.S. compromise proposal. 

Until January 1966 Brazil undertook to limit total suppliers' credits 

to the level registered at the end of May 1964. The Fund was to act as 

intermediary in the supervision of this commitment . Brazil would give 

montb1y reports on suppliers' credits to the Fund, and the Fund would 

transmit this information to the creditor countries. 

Payments of capital and interest vere to continue but nine creditor 

countries represented at the meetings agreed in principle to refinance 

70 per cent of payments due in 1964 and 1965 on suppliers' credits received 

from official sources or under goverDIOOnt guarantees. (Belgium, representing 
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a relatively small debt, did not participate in the refinancing.) 

The payments on these refinancing loans would be made in equal install­

ments over five year~ beginning, for 1964 maturities, on January 1, 1967, 

and for 1965 maturities, on January 1, 1968. The refinancing arrangement of 

May 1961, which provided for refinancing of 50 per cent of 1964 maturities 

and 35 per cent of 1965 maturities against suppliers' credits then out­

standing, would continue in force. It was, however, to be supplemented by 

new financing to the extent necessary to raise the assistance on those 

debts to 70 per cent. Including the amount relating to the 1961 arrangement, 

the total refinancing obtained for 1964 and 1965 amounted to an estimated 

$190 million. It was agreed that every effort would be made to complete 

bilateral agreements with creditor countries before September 1, 1964. It 

was also understood that Brazil would endeavor to negotiate similar re­

financing with private suppliers ' whose credits were not guaranteed and 

with governments of other creditor countries. Finally, note was taken 

on the desire of Brazil to have further discussions during 1965 on maturities 

in 1966 • 
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Subject: llrad.U.an Ccainal~nt to R.epurchatte ~nsatory Drawing 

'Bady today Messre. »1calho anf!l Coutinho ealle4 on • ln order th.At 
Mr. Ccutinho could explain acme seccmd thougbu which Finance Minicter Bulhoea 
b.ad had about the eoi=ittBent giwn to the Fund aitsion and mentioned 1n the 
paper• betore the Executive Board, to repurch.a•• the $GO 11Ullcn atand-by 
a.nangC!lllent in Juae wen lt will have reached thr.• yean. Mr. Q:iut1nho aaid 
that there waa no doubt at •11 that the COBltiblent. b&ct ~en glven but bo ex­
plained that Minf.ate-r Bulhces had be~eme familiar with the new paper on com­
pensatory ff.Dancing and be thought that tbia rather cb.anged the 11tuation. 
1.'ru,a, it was underatoo4 that Bruil would roll over the repurchaee by dr:aving 
\fflde\" the new stand-by. llowver, »raaU:Lan otficials h&d Ieng •rgued tor a 
floating C"11Pat1MtorJ tranche. Therefore they would real17 prefer to foll()V 
the lead of the new paper end let the compenaatory drawing run t1n and net mall:8 
the roll-over drav!.Dg under the new stand-by. The Finance Minuter voutd 1:!.lr.e 
to mov what the Purtd unagtulCflt•a "••~ticn would be to this . 

l 1af.d thllt l would mention the matter to Mr. Schwitser at. cnce . 
Jut my first reaction•• that SOIM lxecutive Director• IIOUld l'lot be bAppy at 
a ougge.atlcn ee111tng frcm llrad.1 er the uaage111nt.. or both , tbat the 1>4per on 
COl1P01\Htory flruaaclnc boa baaf.a. fcr a. change in the arraugementa made vith 
Jira:ail during the nege>Uat1cm~. After all, the t,aper bad had cmly an 1nf'ormal 
cU.acuHicZl tn the Board eo tar. t aleo pof.ntect out that th• logf.e ot the 
situet1en, if tl:.e npurcha•o acheee contaiaoc! 1n the paper waa to l>e tollwed, 
would be to ctetermit,,e wbst ~ruil'u repurdlaae com:aitnient would ba\te been in. 
the paot three years, tald.ng ac~omat of nradl"a export unlnga yea't' 1>1 rear. 

Mr. 'IU.c:nlbo and Mr:. Ccuttnho at once sa1d. that tbe ff.nance M!nlater 
would elCl)OCt that BrozU would follow mtY such repurr.bete arrangement rigor­
wsly. They then explained that f.ranil bop-ed tr: avoid drawing under the new 
•tan4•bJ, usf.ns it aa a ••~nd line ot reserves· only to avold a daclf.ne in 
SruUt;n reanveu. _Fr<l':l thia ,oiftt af v1ew, to avoid drawing tor the p1,1rpoH 
of rollbg ever the ccmpcnsatoey drawing wos poa•U,tJ deef.rable . 

I then Hid I would speak to the Managlne Director and be f.n tO\lcb 
"1th Mr . Bl~lho durlng ·the ~a,. I c!lacuased thia t:Lttter vi.th the Managtftg 
t>bector befon the Board MGting. Hts reaction waa that it would be unvin 
tc Clelltioa thla utter in tlle !o.trd m4etlng en February 2 in connection vitb. · 
tt:. ll:r:-azUlan stand-by. It \II0\:-14 raise 4ou.bta end worr!e1 in the minds of 
eorne Olrtactos:-s. 110'-lever, Mr.. lH.calbo c:ould be infonied that f.t pr-egress wna 
aade bc!fore J°UM in !uac:utlw Sc-ard conaidera~lon cf tin c~rus•torr paper, 
then the Manngiftg Director 11 •uld not raiard h as a bre.ach of f'aitb tr the 
llradliua WON to dbcmas 11itb him th.Cl proa and cen1 ot le11vlng tho comp, n­
•atory drawing ()lltatnn41na m: - t: rcpurchasillg, ln the mc~U.IJl.t. ~~u·e could 
bo dilcutaicns with the atar.t ort too uc\\nical H~t•-1••. • what would tha 
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Jll'a■Ulan npurcha .. ebligation 114-we been had the propou4 new arrangement• 
been enforced in 1960? 

l npcrt84! the Menagbtg Director•• view to Mr. licalbo atJ4 Mr. 
Coutinho before the JJoard meeting and they at. cnw N1cl that it wae quit• 
uatlefactory. Mr. lltcalho repeated thie to Ml:'. Schweitzer atter tl:e Board 
weettng. · 

cc: Mr. SchweitMr 
ltr. Gold 
Mr. Polak 
t~. Del Canto 
Mr. Stu~ 
Mr. Koo 
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PRESS REPORTS 
· . Rr/JM1fr/i,ff:Mrf CIR C UL A TI ON ON L Y 

.Room 911 0 Estado de S. Paulo 
Ill Brazil · 

April 29, 1964 

Translation 

CAMPOS DISCLOSES MEASURES FOR STRENGTHENING FINANCES 

RIO, 23--Ambassador Roberto .Campos, Minister of Planning, said today 
in a telecast that at the f _irat · meeting of Ministers he diagnosed the 
Brazilian economy as being ,an "engine of chaos." He pointed out that 
this P,icture resulted from~ sharp inflation, which amounted to more than 
8~ in. i963; a state of stagnation, with average income in 1963 increas­
ing by less than 1~ against the previous year; an exchange crisis which 
compelled the country to admit insolvency and to ask creditors for a debt 
adjustment; and the absence of psychological motivation. 

He stressed this last point in particular, stating that the entre­
preneurial classes were frustrated and incapable of making further invest­
ment efforts; the working classes were also frustrated and embittered; and 
the classes with greater reserves of energy, such as students, were being 
oriented toward a hysterical struggle. 

Inflation 

Minister Roberto Campos stressed that inflation was no longer nec­
essary to the process of development in Brazil, but that the problem was 
complicated and difficult. It had to be eradicated by· ending the constant 
deficits, reorganizing government expenditure, increasing revenues, curb­
ing public expenditure, and disciplining private credit. He made a point 
of explaining that te was not speaking of a contraction of credit, but of 
discipline to avoid the risk of an industrial depression, defining the 
anti-inflation effort which he recommended as disinflation, not deflation. 

Development 

Stating that Brazil was now characterized by uinflation with stagna­
tion," he added that the Government's program was not one of deflation, 
but that the question was to aetivate the' economy of Brazil by noninfla­
tionary methods. Among the methods cited by Mr. Campos were the encour­
agement of private saving, control of ptib1ic expenditure, the essential 
climate of stability, and an increase in the supply of agricultural com­
modities. He stressed rep,eatecll.y the need for prudence in the application 
of these measures, referr:J,ng,j;o the Minister of -Finance, Mr. Oct~o· 
Bulhoes, as a symbol of that prudence, a man capable of applying a firm, 
complex, and prudent plan. 

.. ,• 

Expansion of Credit 
. (' 

The Minister of Planning said that there was no by];)erinflation 1n 
Brazil; that inflation was acute; that it could not be stopped instanta­
naously, but that it could be cured by effort, courage, determination, 
and prudence. 
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He added that it was a cost inflation and therefore the method of 
combating it was not to cut off private credit suddenly but to discipline 
it. And it had to be recognized that there was a need to continue the 
credit expansion, but to taper it off in such a way that merchants and 
producers recognized that the Government could not assimilate the entire 
cost increase • 

Decline in Production 

He stated that the artificial demand for merchandise for speculative 
or merely precauti onary purposes created by the steady increase in prices 
would tend to cool off. He said that this was painful but necessary, and 
that the Government would try to apply other noninflationary stimuli to 
production, such as encouragement of demand on foreign markets and of 
exports. In this connection, Mr. Campos said, Brazil had penalized exports 
with an unrealistic exchange system and with taxes. 

He stressed the need for reversing that system. As to the exchange 
rate, he felt that the problem had already been solved; as to red tape, 
he said that that was no longer an issue. The problem of exports at the 
moment was more a matter of a punitive tax burden. 

He felt that it was perhaps not necessary to provide subsidies for 
exports and that it would be sufficient to eliminate taxes and provide a 
realistic exchange rate. 

He also said that real economic emancipation would be possible only 
through exports which would make it possible for Brazil to buy without 
resorting to credit from other countries. Anything else, he said, was 
wishful or hysterical thinking. 

Monetary Fund 

In connection with relations with the IMF, the Minister of Planning 
said that the population was now ready to abandon the taboo against the 
Fund. He added that 4/5 of the members of the IMF were underdeveloped 
countries and that the IMF could not, therefore, be against development. 
He cited the examples of Egypt, whose Minister of Finance is a former 
official of the Fund, and Yugoslavia, a communist country which is a 
member of the Fund, with which it negotiates and discusses problems of 
finance. He added that there were programs supported by the IMF which 
succeeded and those which failed. 

In his opinion, it was necessary to rid ourselves of our inferiority 
complexes and have the courage to discuss our problems with foreign econo­
mists. 

''What we should not do," 1:'laid Mr. Campos, "is accept measures which 
are not technically correct or which, even if correct, are not in accord 
with the political and social realities in Brazil." 
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He also recalled that the .United States had 23% of the votes in the 
IMF, but that the Europeans had 38% and that the weight of the under­
developed countries was large. 

Exchange Subsi~ies 

As to the elimination of subsidies on the import of wheat and 
petroleum, the Minister of Planning said that no decision had yet been 
taken. Minister Bulhoes had merely mentioned the matter in his state­

.ment to the Ministry. 

He pointed out that the subsidy means that the Governme~t sells 
wheat and petrolium at a price below what it pays • .. He drew.attention 
to the fact that this difference does not grow on trees. He cited the 
following objections to the elimination of subsidies: 

a) the impact on the cost of living; 
b) it would affect workers more than it would affect the well-to-do 

classes; 
c) it woul.d cause an inflationary spurt. 

He then said that prices would actually rise but that those who 
criticized the measure suggested no alternatives • .And he added: "If 
the Government does not increase the prices of gasoline and wheat, it 
will issue money. If the Government does not eliminate subsidies, it 
will have to issue 250 billion cruzeiros to pay the difference in prices 
represented by the subsidies. The inflationary impact of this issue 
will be three times greater. In addition, the inflation caused by the 
elimination of subsidies will be corrective, localized, topical, and 
with a wise monetary policy it can be arrested. However, the maintenance 
of subsidies will mean an inflationary spiral." 

As to the harm which would result for workers, he said that inflation 
really harms the less fortunate because everybody pays for the benefits 
which are granted to only a few. With the elimination of the subsidies, 
the increase in the cost of gasoline and wheat represented by the differ­
ence previously paid by the Government would be paid by consumers of 
gasoline and by higher-income urban strata of the population. Finally, 
he indicated that the exchange readjustment is not the cause of all our 
ills, recalling that we had inflation for 16 years with a fixed exchange 
rate. 

Recovery of Petrobras 

He pointed out that the increase in fuel prices will also have 
positive effects on Petrobras, which had transformed itself into a 
political party and was only secondarily an industrial enterprise. 
Petrobras, whose future had been compromised, would now have an oppor­
tunity to recover. 
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Import of Food 

He then referred to the fact that it was impossible to import some 
foods without aggravating the exchange crisis; bearing in mind th~t this 
can be done for payments in cruzeiros in a period of 40 years [sic]. 

Reforms 

Minister Campos stated that President Castelo Branco is giving 
priority to reforms he considers essential: reform of the housing sector, 
where a solution cannot be provided through privileged classes causing 
a standstill in the civil construction industry; agrarian reform., which 
should be carefully planned without antagonizing producers; and fiscal 
reform, which should provide a rationalization .of the. tax system and not 
an increase in taxes. 

The problem of these three reforms is being faced in a realistic 
way, and discussion and solution are at an advanced stage. 

Within a Month 

He noted that the jobs facing the Government are enormous, "since 
the state of disintegration we have arrived at is tremendous." There­
fore, he stressed that he would ask the people to have a little patience, 
since in a little less than a month we would have a government program 
along realistic rather than demagogic lines. 

• 




