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A. Cabo S t r i k e Ends 

1. The month-long s t r i k e of r u r a l w o rkers i n the Pernambuco 
m u n i c i p a l i t y of Cabo (suburban R e c i f e ) ended l a s t week when 
employers promised to meet union demands f o r payment of the 
minimum wage of Cr$54,000 monthly. The d i s p u t e began on 
December 13 a f t e r s e v e r a l weeks of n e g o t i a t i o n s f a i l e d to 
produce a s e t t l e m e n t . The number of s t r i k e r s i n v o l v e d 
f l u c t u a t e d w i d e l y , r a n g i n g from l e s s than 200 to j u s t under 
2000. 

2 . While the p r e c i s e terms of the agreement have not y e t 
been made p u b l i c , c r e d i t f o r the s e t t l e m e n t i s being g i v e n 
to N a t i o n a l L a b o r Department d i r e c t o r . Dr. J o r g e Mafra who 
came to R e c i f e s p e c i f i c a l l y to end the s t r i k e . A r r i v i n g here 
J a n u a r y 5, Mafra t o l d newsmen t h a t he would put i n t o e f f e c t 

a " s e c r e t , i n t e r - m i n i s t e r i a l p l a n " which was d e s c r i b e d i n the 
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p r e s s as the d e f i n i t i v e answer to the l a b o r problems of the 
sugar i n d u s t r y . The p l a n , as l a t e r e x p l a i n e d , e s t a b l i s h e s 
a working group composed of GERAN, the Sugar and A l c o h o l 
I n s t i t u t e ( I A A ) , the B r a z i l i a n I n s t i t u t e f o r A g r a r i a n 
Reform ( I B R A ) , the I n s t i t u t e f o r A g r a r i a n Development ( I N D A ) , 
the L a b o r D e l e g a t e and r e p r e s e n t a t i v e s from l a b o r and 
management. 

3. What Mafra had i n mind became e v i d e n t on J a n u a r y 9 when 
the s t r i k e o f f i c i a l l y h a l t e d a f t e r employers agreed t h a t 
back wages would be p a i d i n i n s t a l l m e n t s s t r e t c h e d out over 
a one to two month p e r i o d . T h i s s e t t l e m e n t was welcomed 

by somewhat s k e p t i c a l union l e a d e r s but the b i g news was 
t h a t , under the Mafra p l a n , the 8,000 h e c t a r e U s i n a Maria 
da Merces was t a r g e t e d f o r immediate government i n t e r v e n 
t i o n . A d m i n i s t r a t i o n of the u s i n a was to be taken over by 
the IAA and a " p i l o t l a n d reform program" to be e s t a b l i s h e d 
by IBRA. Mafra s p e l l e d out t h i s p o l i c y i n more d e t a i l , 
s a y i n g t h a t when an u s i n a s h u t s down i t s o p e r a t i o n s , i t i s 
prima f a c i e e v i d e n c e t h a t i t s management i s i n c a p a b l e of 
a d m i n i s t e r i n g the p r o p e r t y , thus government i n t e r v e n t i o n 
should f o l l o w . S i m i l a r a c t i o n was t h r e a t e n e d a g a i n s t em
p l o y e r s who r e f u s e to pay the minimum wage. 

4. By week's end, Mafra had r e t u r n e d to R i o l e a v i n g behind 
a h o s t of unanswered q u e s t i o n s . D i s g r u n t l e d (but m i n o r i t y ) 
s t o c k h o l d e r s of U s i n a Merces announced t h a t they were a p p e a l 
ing to the c o u r t s to p r e v e n t the l i q u i d a t i o n of t h e i r p r o p e r t y , 
sugar p r o d u c e r s pondered the a m b iguity of Mafra's a s s u r a n c e s 
t h a t i n t e r v e n t i o n would not be compulsory and t r i e d to square 
i t w i t h h i s prima f a c i e g u i d e l i n e , and r e l i e v e d but s t i l l 
s k e p t i c a l union l e a d e r s adopted a w a i t and see a t t i t u d e , 
t h i n k i n g the s e t t l e m e n t too good to be t r u e . To f u r t h e r 
c o m p l i c a t e m a t t e r s , IBRA d e n i e d any i n v o l v e m e n t i n U s i n a 
M e r c e s . 

5. COMMENT. While the Cabo s t r i k e was almost c e r t a i n l y a 
m a n i f e s t a t i o n of l e g i t i m a t e l a b o r p r o t e s t , i t was both en
couraged and e x p l o i t e d by c e r t a i n sugar p r o d u c e r s . T h e i r 
motive was to f o c u s government a t t e n t i o n upon the problems 
of the sugar i n d u s t r y i n hope of o b t a i n i n g an i n c r e a s e i n 
the p r i c e of s u g a r . The p o s s i b i l i t y f o r a g i t a t i o n and v i o l e n c e 
a l w a y s e x i s t s i n p e a s a n t p r o t e s t s , but p o l i c e r e c o r d e d no 
d i s t u r b a n c e s d u r i n g the f o u r week d i s p u t e . 
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6. With the Cabo s t r i k e " s e t t l e d " , the l a r g e r problem of 
the 120,000 man R u r a l Workers F e d e r a t i o n ( t o which the Cabo 
union does not bel o n g ) r e m a i n s . The F e d e r a t i o n has been 
u r g i n g the government to a c t on the minimum wage i s s u e f o r 
s e v e r a l months and i t s p r e s i d e n t , E u c l i d e s N a s c i m e n t o , 
b e l i e v e s h i s r e c e n t t r i p to Rio was i n s t r u m e n t a l i n b r i n g 
i n g Mafra to R e c i f e . Mafra s t r o n g l y i m p l i e d t h a t the Cabo 
s e t t l e m e n t would s e t a p r e c e d e n t , t h r e a t e n i n g p r o d u c e r s 
w i t h i n t e r v e n t i o n whenever they f a i l to meet t h e i r o b l i g a 
t i o n s to t h e i r w o r k e r s . I f t r u e , then the Mafra p l a n i s 

a s i g n i f i c a n t l a b o r v i c t o r y . So f a r , F e d e r a t i o n l e a d e r s 
are too wary to c a l l i t t h a t . 

B. C e a r a Drought - Act I 

7. Drought, a p e r e n n i a l problem i n the C e a r a i n t e r i o r , r e 
tu r n e d to the news l a s t week w i t h the announcement t h a t 500 
(some s t o r i e s say 1000) hungry and unemployed men have 
" i n v a d e d " the town of Iracema i n the J a g u a r i b e R i v e r V a l l e y . 
" I n v a s i o n s ' * of t h i s type o c c u r e v e r y y e a r i n towns through
out the drought polygon as the parched e a r t h s t o p s p r o d u c i n g 
and c r o p s w i t h e r away. T h i s y e a r , the c r i e s of alarm are 
s t a r t i n g u n u s u a l l y e a r l y . The r u l e of thumb i s t h a t a 
drought y e a r c a n ' t be determined u n t i l a f t e r S t , J o s e p h ' s 
day , March 19. 

8. D e s p i t e the r u l e , c o m p l a i n t s have s t a r t e d and are g r o w i n g . 
DNOCS d i s t r i c t c h i e f , E d i l s o m F r e i t a s Q u e i r o z informed SUDENE 
l a s t week t h a t the i n v a d e r s of Iracema were t h r e a t e n i n g to 
d i s r u p t payment of DNOCS employees. At the same t i m e , 
I r a c e m a ' s mayor was i n F o r t a l e z a a s k i n g s t a t e a u t h o r i t i e s 

f o r p o l i c e r e i n f o r c e m e n t s to d e a l w i t h the p o t e n t i a l problems 
c a u s e d by the p r e s e n c e of hungry and unemployed men i n h i s 
c i t y . And i n the C e a r a S t a t e Assembly, deputy Joao F r e d e r i c o 
(ARENA, ex-UDN) p u b l i c l y a t t a c k e d SUDENE f o r i t s a l l e g e d 
f a i l u r e to a c t . F r e d e r i c o wants SUDENE to open more "work 
f r o n t s " to p r o v i d e j o b s f o r a l l who need them - an almost 
i m p o s s i b l e t a s k . 

9. COMMENT. Joao G o n c a l v e s , former SUDENE s u p e r i n t e n d e n t 
and now M i n i s t e r of C o o r d i n a t i o n has termed the drought alarm 
as p r e m a t u r e . He s a i d t h a t i t was not drought but hunger 
t h a t t r o u b l e s C e a r a . G o n c a l v e s shou l d know. I n a d d i t i o n to 
h i s SUDENE e x p e r i e n c e , he was born and r a i s e d i n C e a r a . 
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C. M u n i c i p a l E l e c t i o n s i n P a r a i b a 

10. E l e c t i o n s f o r mayor, v i c e mayor and c i t y c o u n c i l m e n 
i n 76 P a r a i b a m u n i c i p a l i t i e s have been s e t f o r August 20 
a c c o r d i n g to a r e c e n t announcement of the R e g i o n a l E l e c t o r a l 
T r i b u n a l . I n Joao P e s s o a , the s t a t e c a p i t a l , o n l y c i t y 
c o u n c i l m e n w i l l be e l e c t e d as the mayors of c a p i t a l c i t i e s 
are now appointed by the s t a t e g o v e r n o r s . 

D. M i l i t a r y Changes 

11. A s e r i e s of t r a n s f e r s were announced l a s t week, thus 
c o m p l e t i n g the almost t o t a l command change i n the N o r t h e a s t 
d u r i n g the p a s t 4 months. Coming and going were: 

12. B r i g a d i e r G e n e r a l Afonso P a r r e i r a s H o r t a who assumed 
command of FAB's Second A i r Zone on J a n u a r y 11 r e p l a c i n g 
Major G e n e r a l Manuel J o s e V i n h a e s who has been a s s i g n e d to 
Rio as A i r F o r c e I n s p e c t o r G e n e r a l . With V i n h a e s goes h i s 
p r e s e n t c h i e f of s t a f f . C o l o n e l Marco C e s a r L e a l C o q u e i r o 
who w i l l become h i s c h i e f of c a b i n e t . The new c h i e f of 
s t a f f f o r the 2nd A i r Zone i s C o l o n e l E s t e n i o A l v a r e n g a . 

13. I n Joao P e s s o a , G e n e r a l V i n i t i u s N a z a r e t h Notare has 
ta k e n over command of the 1 s t E n g i n e e r i n g Group and the 10th 
M i l i t a r y Region command i n F o r t a l e z a i s going to G e n e r a l 
Dilarmano Gomes Monteiro who r e p l a c e s G e n e r a l I t i b e r e Gouveia 
de A m a r a l . G e n e r a l I t i b e r e i s r e g a r d e d as a hard l i n e o f f i c e r 
and the a l l e g e d a uthor of an a t t a c k a g a i n s t Dom H e l d e r Camara 
l a s t J u l y . 

E . Reuniao do R e c i f e 

14. The Banco N a c i o n a l do Norte c e l e b r a t e d i t s 25th a n n i 
v e r s a r y l a s t week w i t h a 3-day symposium on the economic 
p r o s p e c t s for the new y e a r . B i l l e d as the Reuniao do R e c i f e 
the c o n f e r e n c e was a d d r e s s e d by e x p e r t s such a s : G e n e r a l 
Macedo S o a r e s e S i l v a , P r e s i d e n t of the N a t i o n a l C o n f e d e r a t i o n 
of I n d u s t r i e s ; P r o f e s s o r Mario Henrique Simonsen of the 
G e t u l i o V a r g a s F o u n d a t i o n and SUDENE S u p e r i n t e n d e n t , Rubens 
C o s t a . 
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15. Speaking on the r o l e of b u s i n e s s i n n a t i o n a l d e v e l o p 
ment. G e n e r a l Macedo a s s e r t e d t h a t the governments of a l l 
d e v e l o p i n g c o u n t r i e s s h o u l d f o c u s t h e i r e f f o r t s toward 
e s t a b l i s h i n g " p o l e s of development" (an approach a l r e a d y 
f o l l o w e d by SUDENE). T h i s i n v o l v e s the c r e a t i o n of s o - c a l l e d 
" g e n e r a t i n g e n t e r p r i s e s " whose v e r y p r e s e n c e i n a r e g i o n 
would s t i m u l a t e f u r t h e r p r i v a t e i n v e s t m e n t . F o r B r a z i l , 

the G e n e r a l s a i d , the fundamental economic o b j e c t i v e of 
both the p u b l i c and p r i v a t e s e c t o r s should be to i n c r e a s e 
a g r i c u l t u r a l p r o d u c t i v i t y and e f f i c i e n c y . T h i s would r e s u l t 
i n the o b v i o u s advantage of more and b e t t e r q u a l i t y food 
but a d d i t i o n a l l y the i n c r e a s e d s pendable income would c r e a t e 
a v a s t market f o r B r a z i l ' s i n d u s t r i a l o u t p u t . And, he 
reminded h i s l i s t e n e r s , the m a j o r i t y of B r a z i l i a n s s t i l l 
l i v e i n undeveloped r u r a l a r e a s . As f o r the C o s t a e S i l v a 
government. G e n e r a l Macedo s a i d t h a t one of the g r e a t t a s k s 
f a c i n g the new p r e s i d e n t would be the need f o r a d m i n i s t r a t i v e 
r e f o r m i n the p u b l i c s e r v i c e . He e s t i m a t e s t h a t i n c r e a s e d 
e f f i c i e n c y c o u l d r e s u l t i n s a v i n g s of Cr$500-600 b i l l i o n ; 
money t h a t would be b e t t e r used f o r r e i n v e s t m e n t i n p r i v a t e 
e n t e r p r i s e . 

16. SUDENE S u p e r i n t e n d e n t , Rubens C o s t a , made a s p i r i t e d 
d e f e n s e of A r t i c l e 34/18 and d e s c r i b e d how, i n the l a t t e r 
p a r t of 1966, he had c o n v i n c e d the F e d e r a l government of the 
i m portance of 34/18 funds to N o r t h e a s t e r n development and 
o b t a i n e d a commitment f o r e x c l u s i v e use of t h o s e funds i n the 
r e g i o n . C o s t a e x p l a i n e d the A r t i c l e 34/18 mechanism i n d e t a i l 
and announced t h a t , as of December 31, 1966, some Cr$471 

/ m i l l i o n i n A r t i c l e 34/18 tax monies had been 
HBe e s t i m a t e d t h a t , by the end of 1969, t o t a l 
the N o r t h e a s t g e n e r a t e d by 34/18 funds would 
e s t i m a t e r e a c h Cr$800 b i l l i o n , s o l e l y due to 
made and u s a b l e w i t h i n t h r e e y e a r s . 

d e p o s i t e d . 
i n v e s t m e n t i n 
by c o n s e r v a t i v e 
d e p o s i t s a l r e a d y 

17. P r o f e s s o r Simonsen spoke on the f i n a n c i a l market and 
b u s i n e s s e q u i l i b r i u m . Some of the p o i n t s of h i s d e t a i l e d 
p r e s e n t a t i o n were: r i s i n g F e d e r a l i n v e s t m e n t s and d e c l i n i n g 
government o p e r a t i n g e x p e n s e s , s t a t i c commercial bank c r e d i t 
s i n c e 1951 and government dominance of c o n t r o l of i n v e s t m e n t 
c a p i t a l p r e s e n t l y a v a i l a b l e . 

18. F e d e r a l i n v e s t m e n t s , s a i d Simonsen, have been s t e a d i l y 
i n c r e a s i n g i n terms of p e r c e n t a g e of G r o s s N a t i o n a l P r o d u c t . 

In 1964, F e d e r a l i n v e s t m e n t t o t a l e d 6.6% of GNP, a f i g u r e which 

r o s e to 7.7% i n 1965 and r e a c h e d 8.8% l a s t y e a r . Based upon 

/a GNP 
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a GNP f o r 1967 e s t i m a t e d at Cr$60 t r i l l i o n , F e d e r a l i n v e s t 
ment should l e v e l o f f at 8.3%. W h i l e F e d e r a l i n v e s t m e n t s 
have been r i s i n g , the F e d e r a l government's o p e r a t i n g 
e x p e n d i t u r e s ( e x p r e s s e d as % of GNP) have been d e c l i n i n g 
i n the p o s t - R e v o l u t i o n p e r i o d . Whereas 14.7% of GNP was 
spent i n 1964, the 1967 f i g u r e i s p r o j e c t e d a t under 12%. 

19. S i n c e 1951, a c c o r d i n g to Simonsen's f i g u r e s , the t r u e 
v a l u e of commercial bank l o a n s i n the p r i v a t e s e c t o r has 
remained s t a t i c . Y e t d u r i n g t h i s same p e r i o d , GNP ( a d j u s t e d 
f o r i n f l a t i o n ) has more than d o u b l e d . T h i s i s , he s a i d , 

a d i r e c t p r oduct of B r a z i l ' s i n f l a t i o n a r y s p i r a l d u r i n g 

t h i s p e r i o d , as the a n t i - i n f l a t i o n a r y measures most o f t e n 

adopted by the government were i n the form of c r e d i t 

r e s t r i c t i o n s i n the p r i v a t e s e c t o r . 

2 0 . Simonsen p o i n t e d out t h a t the p r i v a t e s e c t o r , i n the 
l a s t d e c a d e , has d e c l i n e d from a p o s i t i o n of c o n t r i b u t i n g 
t w o - t h i r d s of t o t a l i n v e s t m e n t to a p r e s e n t s i t u a t i o n i n 
which i t c o n t r i b u t e s only o n e - t h i r d . The p r o p o r t i o n a t e 
r i s e i n governmental ( F e d e r a l , S t a t e and l o c a l ) i n v e s t m e n t 
i s seen by Simonsen as e c o n o m i c a l l y u n h e a l t h y and as one 
of the s e r i o u s problems f a c i n g the B r a z i l i a n government 

i n 1967. 

F . The R e c i f e P r e s s 

2 1 . R e c i f e ' s newspapers are c o n t i n u i n g t h e i r e f f o r t s to 
e n l i s t support i n o p p o s i t i o n to the proposed new p r e s s l a w . 
The l a t e s t p u b l i c f i g u r e to get i n t o the a c t was the o f t e n 
c o n t r o v e r s i a l Dom H e l d e r Camara, A r c h b i s h o p of O l i n d a and 
R e c i f e , who c a l l e d f o r the Congress to amend the law as 
s u b m i t t e d . He s a i d ,

 W

I hope from the depth of my h e a r t 
t h a t the d e p u t i e s w i l l have the i n t e l l i g e n c e and f o r s i g h t e d -
n e s s t o , at l e a s t , i n t r o d u c e the n e c e s s a r y amendments to 
g u a r a n t e e the l i b e r t y of the p r e s s which i s v i t a l to B r a z i l " . 

2 2 . COMMENT. By i m p l i c a t i o n , Dom H e l d e r c a l l e d f o r s t r o n g e r 
a c t i o n a g a i n s t the proposed p r e s s l a w . T h i s was h i s f i r s t 
r e c o r d e d p u b l i c comment i n the N o r t h e a s t on the i s s u e . 

2 3 . C r i t i c i s m of the n a t i o n a l government i s coming i n 

s t r o n g e r doses from the R e c i f e p r e s s w i t h the p r e s s law 

b e a r i n g the b r u n t , f o l l o w e d by the new c o n s t i t u t i o n , r i s i n g 

/ p r i c e s and the 
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p r i c e s and the e f f o r t s of the South to " e n c r o a c h " on the 
b e n e f i t s of A r t i c l e 34/18 funds d e s t i n e d f o r the N o r t h e a s t . 
E d i t o r i a l c a r t o o n s d e p i c t i n g d i s s a t i s f a c t i o n w i t h the 
i n c r e a s e i n p r i c e s of meat, stamps and the c o s t of l i v i n g 
a r e becoming more f r e q u e n t . I n c r e a s i n g prominence i s a l s o 
b e ing g i v e n to MDB c r i t i c i s m s of the new c o n s t i t u t i o n 
a l t h o u g h e d i t o r i a l comment has been meager. 

24. COMMENT. In a l l c a s e s , the c r i t i c i s m i s being d i r e c t e d 

a t i s s u e s r a t h e r t h a n i n d i v i d u a l s . And even though the tone 

i s s t i n g i n g , i t i s f a r m i l d e r than the t y p i c a l b i t i n g s t y l e 

of the R e c i f e p r e s s . 

2 5 . Much of the i n t e r n a t i o n a l news cov e r a g e i n the p r e s s , 
r a d i o and TV i n r e c e n t weeks has been devoted to the 
t u r m o i l i n Mainland C h i n a . R e l y i n g almost e x c l u s i v e l y on 
Agence F r a n c e P r e s s (AFP) r e p o r t s , the news has been g i v e n 
prominent p o s i t i o n . I t has crowded most of the V i e t Nam 
news o f f the i n t e r n a t i o n a l p a g e s , g i v i n g o t h e r i s s u e s v e r y 
s h o r t s h r i f t . 

G. Only In The N o r t h e a s t 

2 6 . I n the N o r t h e a s t , where v a q u e i r o s have b a b i e s , where 
the w o r l d ' s f a t t e s t woman g a i n s weight on a d i e t , c o u l d i t 
happen--a h o r s e was born w i t h the f e a t u r e s of a human. I n 
R a i n h a I s a b e l , a s m a l l town on the Pernambuco-Alagoas b o r d e r , 
a h o r s e w i t h deformed f e a t u r e s was born on J a n u a r y 2, and 
d i e d s e v e r a l days l a t e r . When the news re a c h e d R e c i f e , the 
J o r n a l do Commercio bought the photographs and imme d i a t e l y 
tagged the c r e a t u r e w i t h the t i t l e of a " h o r s e w i t h the 
f a c e of a human". 

27. With the a t t e n d a n t p u b l i c i t y , the s t a t e a u t h o r i t i e s 

sought the rem a i n s to study which s e t o f f a r a s h of s p e c u l a 

t i o n from the s u p e r s t i t i o u s r e s i d e n t s of the a r e a who b e l i e v e 

i t was an " e v i l omen" and a "punishment from the s k y " . 

HIL L I K E R 
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