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FOREIGN TRADE: M i n i s t e r of I n d u s t r y and Commerce Recognizes t h a t 
B r a z i l Must Import Manufactures i n order t o Export Primary Produc 
CERP D 
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1. Addressing i n d u s t r y and trade groups i n Belo Horizonte l a s t week, 

General Edmundo de Macedo Soares ej S i l v a J M i n i s t e r o f I n d u s t r y and Commerce 
proposed s e l f - 1 i m i t a t i o n of B r a z i l ' s i n d u s t r i a l i z a t i o n i n order t o preserve 
the country*s capacity t o import and t o provide leverage f o r n e g o t i a t i o n 
of primary exports under b i l a t e r a l trade agreements. He recommended 
r e s t r i c t i o n of i n d u s t r i a l production t o goods f o r which there e x i s t s an 
i n t e r n a l market and c o n d i t i o n s f o r e x p o r t , p a r t i c u l a r l y t o the LAFTA area. 
On the basis of h i s t h e s i s t h a t the country must import manufactures i n 
order t o export i t s primary products, the General proposed c e r t a i n guide­
l i n e s f o r development o f the i n d u s t r i a l p o l i c y which the country s t i l l 
l a c k s . His t e n e t s , as re p o r t e d by the press, are as f o l l o w s : 

a) We must not s t i m u l a t e the c r e a t i o n of capacity i n excess o f 
market requirements, c o n s i d e r i n g p a r t i c u l a r l y the LAFTA market 
t o the extent t h a t f o r e c a s t s are p o s s i b l e , because scarce 
resources must not be wasted i n the c r e a t i o n of i d l e c a p a c i t y ; 

b) i n those cases where the domestic market does not permit i n s t a l ­
l a t i o n of u n i t s of economic dimensions we must n o t , i n order t o 
av o i d a monopolistic s i t u a t i o n , s t i m u l a t e the i n s t a l l a t i o n of 
s m a l l , uneconomic u n i t s , as was done i n the automobile i n d u s t r y ; 

c) e x i s t i n g i n d u s t r i e s must not renounce adequate t a r i f f s , such as 
are maintained even i n h i g h l y i n d u s t r i a l i z e d c o u n t r i e s i n r e l a t i o n 
t o base i n d u s t r i e s and key i n d u s t r i e s ; e x i s t i n g i n d u s t r i e s need 
a c e r t a i n amount of time t o streamline t h e i r methods and increase 
t h e i r p r o d u c t i v i t y t o the p o i n t where they can operate under a 
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normal t a r i f f l e v e l ; t o t h i s end i t i s necessary t h a t costs o f 
e x t e r n a l production f a c t o r s , such as e l e c t r i c power, t r a n s p o r t and 
petroleum products, be compatible w i t h s i m i l a r costs i n the more 
advanced c o u n t r i e s which serve as a p a t t e r n ; i n a d d i t i o n , s o c i a l 

welfare and tax expenses are h i g h i n B r a z i l and need t o be r e v i s e d ; 
once t h i s s i t u a t i o n i s c o r r e c t e d our i n d u s t r i e s such as t e x t i l e s , 
cement, s t e e l , ceramics,and paper w i l l be n o r m a l - ( i . e . , w i l l not 
need h i g h t a r i f f p r o t e c t i o n ) ; i n i n t e r n a t i o n a l n e g o t i a t i o n s care 
must be taken t o a v o i d low t a r i f f s on products not manufactured i n 
B r a z i l a t present, t o prevent obstacles t o f u t u r e p r o d u c t i o n ; i n 
these cases i t i s b e t t e r not t o n e g o t i a t e any t a r i f f u n t i l the case 
has been submitted t o the I n d u s t r i a l Development Commission ( o f the 
M i n i s t r y of I n d u s t r y and Commerce), an agency capable of judging 
whether or not we should b i n d our p o s i t i o n concerning the i n s t a l ­
l a t i o n of i n d u s t r i a l u n i t s i n B r a z i l ; 

d) the war against i n f l a t i o n n ecessitates t h a t we maintain i n t e r n a l 
p r i c e c o n t r o l s i n order t o a v o i d abuses and d i s t o r t i o n s i n supplying 

the p u b l i c . 

2. The General a l s o commented on the i n f l u e n c e of the e x t e r n a l market on 
B r a z i l ' s i n d u s t r i a l development, n o t i n g t h a t exports of manufactures had 
r i s e n from US$40 m i l l i o n i n 1964 t o US$110 m i l l i o n i n 1966 and t h a t the upward 
tr e n d had continued d u r i n g the f i r s t quarter of 1967, although the average 
p r i c e d e c l i n e d from the 1966 l e v e l of US$385 per ton t o US$261.13 a t o n . 

3. Comment: There appears t o be some inconsistency between the M i n i s t e r ' s 
recommendation t h a t i n s t a l l a t i o n of s m a l l , uneconomic i n d u s t r i a l u n i t s must 
be r e s t r a i n e d and h i s admonition t h a t care must be taken t o avoid n e g o t i a t i n g 
low t a r i f f s on products not yet made i n B r a z i l . P r o t e c t i v e t a r i f f s could 
s t i m u l a t e i n s t a l l a t i o n of small u n i t s t o manufacture new products. His main 
argument, however, t h a t B r a z i l cannot j u s t i f y i n s t a l l a t i o n of new i n d u s t r i e s 
whose products can be imported a t p r i c e s below l o c a l production costs demon­
s t r a t e s the need f o r f o r m u l a t i o n o f an i n d u s t r i a l development p o l i c y c o n d i t i o n e d 
t o the i n t e r e s t s of the Government. 

4. Evidence of the d i f f i c u l t i e s encountered i n promoting exports of B r a z i l ' s 
primary products i s shown by the s u b s t a n t i a l c r e d i t balances i n i n c o n v e r t i b l e 
currencies which i t has accumulated i n i t s t r a n s a c t i o n s w i t h the 13 c o u n t r i e s 
w i t h which i t maintains b i l a t e r a l trade agreements ( B u l g a r i a , Czechoslovakia, 
Denmark, Eastern Germany, Hungary, I c e l a n d , I s r a e l , Mainland China, Poland, 
Rumania, the U.S.S.R., and Yugoslavia). Most of these are exporters of 
primary products and manufactures f o r which B r a z i l has l i t t l e or no need. As 
of the end of May, 1967 B r a z i l ' s o v e r - a l l net c r e d i t balance on b i l a t e r a l 
accounts amounted t o US$56 m i l l i o n . This,however, represents a considerable 
improvement over i t s b i l a t e r a l c r e d i t p o s i t i o n of US$77 m i l l i o n a t the end of 
October 1966. 

TUTHILL 


