/4
/_ Ll e Lol kR SR R

To: T T TTACE [T GATE T
NAME OR TITLE ORGAN | ZATION ROOM NO. BLDG. /L
—
—
2.
3.
4,
5%
APPROVAL PREPARE REPLY
COMMEN T SIGNATURE
NECESSARY ACTION SEE ME
INVESTIGATE _AS REQUESTED
NOTE AND RETURN LA FOR YOUR INFORMATION
INITIAL FOR CLEARANCE PER CONVERSATION
REMARKS OR ADDITIONAL RQUTING
FROM (Name or Organization) ROOM NO. DATE

b PHONE NO.
?’/[ .
AID-5-50 (7-55) ROUTER / 6Po 925.866

SND IR PR Foar™vaa 1 M FFRTISAN T B g



UNC.ASSIFIED

U.S. Information Service
American Embassy
Rio de Janeiro, Brazil

December 2, 1968

MFMORANDUM -- FYI N¢ 21

SUBJECT: U.S. Files Corplaint in ICO against Brazilian Soluble
Coffee Exports

As you may have seen in Brazilian newspapers of November 30 and December
1, the United States Government has filed a complaint at the London head-
. quarters of the International Coffee Organization with respect to current
Erazilian practice in exporting soluble coffee to the United States.

This is essentially the same matter which was at issue in January,
1968 when the International Coffee Agreement was being re-negotiated. The
United States objected at that time that Brazil's exportation of soluble
coffee to the United States without the imposition of any export tax (as
compared with exports of green coffee subject to export tax) placed American
soluble producers at an unfair disadvantage. American soluble producers
were forced to pay about 36 cents per pound for green coffee to process as
against about 4 cents per pound (since increased to 9 cents) paid by
Brazilian producers of soluble coffee.

In February, the United States, Brazil, and other signmatories of the
ICA agreed to a new clause (Para. 1 of Article 4l4) which says: "No member
shall apply governmental measures affecting its exports and re-exports of
coffee to another member which, when taken as a whole in relation to that
other member, amount to discriminatory treat in favor of processed coffee
as compared with green coffee." The revised agreement went into effect on
October 1. However, Brazil has continued to impose an export tax on green
coffee but has fiot initiated any export tax on soluble coffee. The United
States regards this as a violation of Paragraph 1 Article Lk,

The attached paper (supplied in both English and Portuguese) is
distributed so that you may be familiar with the United States official
position on this subject. It is not designed to be used as a press release,
However, you should feel free to use this information in replying to any
questions on the subject, including questions from the press.

USIS:FBEvans:das Clearance: Mr. Bloomfield



The United States has filed at the headquarters of the International Coffee
in London & formal complaint regarding Brazilian soluble coffee exports. The
United States has taken this step reluctantly, and only after diplomatic
consultations with the Government of Brazil failed to result in agreement.

The United States believes that Brazil is violating the terms of the International
Coffee Agreement by giving discriminatory treatment in favor of Brazilizn

exports of soluble coffee to the United States as compared with green coffee
exports to the United States.

Paragraph One of Article 4 of the International Coffee Agreement, which
became effective on October 1, prohibits such discriminatory treatment. It
says: "No member shall apply governmental measures affecting its exports and
re-exports of coffee to another member which, when taken as a whole in
relation to that other member, emount to discriminatory treatment in favor
of processed coffee as compared with green coffee',

The United States has discussed with the Government of Brazil for some
time the facc that Brazil assesses a substantial "contribution quota", which
has the effect of an export tax, on all exports of green coffee, but levies
no export tax or equivalent on exporis of soluble coffee,

Thus the soluble producer in Brazil can purchase green coffee at prices
substantially below prices available to the United States solublecoffee
producer. This gives the Brazilian producer an unfair competitive advantage
over the producer in the United States. 1In the view of the United States,
this constitutes discriminator; treatment within the terms of Article Uk,

If alternative sources of green coffee were freely available to the
United States producer, the effect of such discriminatory treatment would
be lessened. However, in order to maintain stable and favorable coffee
prices, the coffee agreement operates to restrict the amount of coffee
available in international trade, While the price support function ¢f the
coffee agreement is highly desirable and useful for producing countries, it
is essential that no discriminatory governmental measures be applied which
create special privileges for one segment of the trade,

In the discussions through diplomatic channels which the United States
hag held with the Brazilian Government, both prior to and since the coming
invo force of the new agreement, the issue of soluble coffee exports has
22t been resolved,
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The United States supports the legitimate desire of Brazil to advance
an industry which processes this important raw meterial. The United States
believes, however, that it is not legitimate to grant this industry an
advantage based upon a discriminatory practice. This discrimination occurs
under cover of a favorable world price for green coffee which is strongly
supported by the United States, as the principal coffee consuming nation with
a policy of asgisting raw materiel producing countries such as Brazil. 1In
effect, all of those who drink ¢offee in consumer countries such a&s the
United States subsidize the restrictive gystem which gives good prices to
the producer countries since they pay considerably mare for their coffee than
they would in a market not restricted by the International Coffee Agreement.

Tae United States will, of course, cooperate fully with the Executive
Director of the International Coffee Organization in attempting to seek a
mutually satisfactory solution through direct discussion with the Government
of Brazil during the 30-day mediation period contemplated in the process as
set forth in the agreement. If the issue cannot be resolved in this way, the
agreement provides for the establishment of an arbitration panel to consider
the problem under the auspices of the International Coffee Organization.

The United States has kept the Government of Brazil fully informed of
the steps it plans to take, specifically with regard to the filing of the
complaint to the International Coffee Organization.

USIS Rio de Janeiro
Decenmber 2, 19£8
L]



Os Estados Unldos spresentaram & sede da Organizecfio Internacional do Café,
em Londres, ume queixe oficial concernente i exportagfo brasileira de café soli.
vel. Qs Estados Unidos tomaram essa medida com relutBncia, e sdmente depois de
consultas diplomdticas com o govérno brasileiro n¥%o terem chegado a um acBrdo.
Os EUA acreditam em que o Brasil estd violando os t@rmos do AcBrdo Internacional
do Café, ac dar tratamento discriminatdério em favor das exportagles brasileiras
de café¢ solivel para os Estados Unidos, quando comparado com a& exportagtes de
café verde para o mesmo pais.

0 Pardgrafo 1 do Artigo b4 do AcSrdo Internacional do Café, que entrou em
vigor no dia 19 de outubro, proibe tal tratamento discriminatério, Diz €le: "Ne
nhum membro aplicard medidas governsmenteis que afetem suas exportagles e Te-eXe
portagdes de café para outro membro, s quais, quando considersdas como wm tedo
em rela¢lo dquéle outre membro, importem em tratamento discriminstdrio em favor

do café industrislizado, quando comparado com o café verde",

Os Estados Unidos discutiram com o goveérno brasileiro, durante algum tempo,
o fato de o Brasil estar cobrando uma substencial “quota de contribuig@io", que e
quivale & ums taxa de exportag8o sBbre t8das as exportagdes de café verde, sem
impor nenhums taxa de exportacfio ou um equivalente &s exportagdes de café sold-
vel,

Assim, o produtor de café solhivel no Brasil pode comprar café verde a pre-
gos substancialmente abaixo dos pregos cobrados ao produtor de café solivel nos
Estados Unidos. Isto d4 ao produtor bresileiro uma vantagem competitiva injusta
s8bre o produtor nos Estados Unidos. De acrdo com o ponto de vista dos Estados
Unidos, isto constitui um tratamento discriminatério, em violaglio sos t2rmes do
Artigo 4k,

Se outres fontes de café verde estivessem livremente & disposi¢fio do produ-
tor norte-americano, o efeito de tal tratamento discriminatério seria abrandado.
Todavia, a fim de manter estdveis e convenientes os pregos do café, atua o Achr-
do do Café para restringir a quantidade do wroduto disponivel no mercado interna
cional, Embora a funglio do suvsidic do AcBrdo do Café seja altamente desejdvel
e Util para os palses produiores, € essencial que nenhuma medida governsmental =
discriminatdria seja aplicada, quando ele cria privilégios especials para un seg
mento do comércio,

Nas discuss®es por vias dlplomdticas mantidas entre os Estados Unides e o
Brasil, antes da entrada em vigor do nOvo acOrdo, e durante a sua vigneia, esta
questéo n¥o fol resolvida.
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0Os Estados Unidos apdism o lagitimo desejo do Brasil e desenvolver uma ine
distria que processa essa importante matérie prima. No entanto, os Estados Uni
dos acreditam em que nfo € legitimo dar a essa inddstria ums vantagenm baseada
numa prdtica discriminatdria. Essa discriminagéio ocorre sob a protegfo de um
prego mundial favordvel para o café verde, firmemente apoiado pelos Estados Uni
dos como a principal nagfo consumidora de café e mantenedora de uma politica de
ajude aos paises produtores de matéria prima, tal como o Brasil, Com efeito,
todos os que tomam café nos palses consumidores, tais como os Estados  Unidos,
subsidiam o sistema restritive que dd bons pregos aos palses produtores, pois
gque pagam pelc seu café considerdvelmente mais do que pagariam num mercado nHo
restringido pelo AcSrde Internacional do Café,

Os Estados Unidos, naturalmente, cooperar#io plenamente com o Diretor Execu
tivo da Organizag®o Internacional do Café na tentative de encontrar uma solugio
mbitusmente satisfatéria através de negoclagBes diretas com o govérno do Brasil,
durante o perlodo intermedidrio de 30 dias contemplado no processo estabelecido
no Acrdo, Se a quest#o nfo puder ser resolvida déste modo, determina o AcOr-
do o estabelecimento de uma Jjunta de arbitramento, que se encarregard de consi-
derar o problema, sob os auspicios da Organizag¢3o Internacionsl do Café,

Os Estados Unidos v€m mantendo o gov@rno do Brasil plenamente informado «
das medidas que pretendem tomar, especlficamente no que concerne & apresentagéio
da queixa & Organizag¢lo Internacional do Café.

UsSIS Rio de Janeiro
2 de dezembro de 1968




