
* ~ 8 UNCLASSIFIED 

Department o f State 

INFO s Anembassy BIO DE JANEIRO 
Ameabasay Office BRASILIA 
Amenasal SALVADOR 
Amoeiaal BELEB 

Araecngea RECIFE July 248 1967 

POLITICAL 

A„ Palmares Crisis Continues 

a,, Kirschmea Soaarfes Sparfc Controversy 
Co ICR ©sins Snppert 
D„ IBBA Tax Receipts Down 

So Seabono Visit tad Northeastern Fail-Out 

C O N S l t t f f l f c D F T H E U N I T E D S T A T E S 

JUL 2 81967 

O f f OIL* A X 

NPKelly/CT«effitt/8Tb©aessjbs 



mkmmM R e c i f e , A-0 

Ac MOUUUWiilf C9111 ftHttl 

1* D e s p i t e t h e a a a o a n e e m e e t e a r l y t h i s m o n t h t h a t t h e S u g a r 
a n d A l e o h e i l a s t ! t a t e s o a l d i n t e r v e n e t w o jujLlM i a P a l m a r e s , 
tfe® c r i s i s s t i l l c o n t i n u e s l a t h a t s o u t h e r n P e r n a a b a c c c i t y , 
ah® I n s t i t u t e h a t n o t y e t b e e n s f e i e t o r e a c h a g r e e m e n t w i t h a n 
a d m i n i s t r a t o r c o n t r a c t e d for t h e j o b a n d i m p a t i e n t a n d m» 
e m p l o y e d w o r k e r s a l m o s t , d a i l y t h r e a t e n to 1 e v a d e t h e c i t y i n 
s e a r c h o f f o o d * L a s t w e e k * t h e s t a t e g o v e r n m e n t s e c t SO t o n s 
o f e m e r g e n c y f o o d s u p p l i e s t o t h e are© p r o m p t i n g U S A I B 0 i n 
r e s p o n s e t o a r e q u e s t fro® t h e s t a t e , , t o o f f e r i t s a s s i s t a n c e 
i n f e e d i n g t h e w o r k e r s a n d t h e i r f a m i l i e s * M e a n w h i l e , , t h e 
s i t u a t i o n r e m a i n s b a s i c a l l y u n c h a n g e d * 

2* C O S t t S t l T . T h e I A A zmma t o be i l l - s u i t e d t o m e e t i n g t h i s 
k i n d of c r i s i s , s e e i n g n o recourse o t h e r t h a n t o s u b s t i t u t e 
n e w m a n a g e m e n t f o r o l d * M o r e o v e r , n e i t h e r XSBA n o r S E 8 A N h a s 
y e t d e m o n s t r a t e d t h e i r c a p a c i t y f o r c o p i n g w i t h s i m i l a r p r o b l e m s * 
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3 e S i m p l e m e n t i o n i a 81© n e u s p a p e r s o f P r o f e s s o r A l b e r t 
l i i r s c h m a n * s r e p o r t o n a r t i c l e 3 4 / 1 3 i n v e s t m e n t I n c e n t i v e s w a s 
e n o u g h t o p r o v o k e a s t i r l a t h e N o r t h e a s t * 

4 , O s n a l l y r e s t r a i n e d R u b e n s Cast© ( p r e s i d e s * o f t h e B a n c o d o 
N o r d e s t e ) a d m i t t e d t h a t h e h a d n ' t s e e n t h e r e p o r t , feat spoh© 
o u t a n y w a y , o b j e c t i n g t o H i r s c h a a a ' s a s s e r t i o n t h a t CD th® BMP 
h a s b e e n r e m i s s i n n e g l e c t i n g a g r i c u l t u r a l d e v e l o p m e n t , Vi) t h a t 
t h e 3 4 / 1 8 p r o c e s s s h o u l d Eia*?© a p l a n n e d c r i t e r i a a n d a p r o j e c t e d 
d a t e f o r I t s t e r m i n a t i o n , , €3) t h a t t h e BSB h a s fe®»B b a r e a u e r a t i e 
f o o t - d r a g g i n g i a r e l e a s e o f 34/18 <3on©,y,, a n d ( 4 ) t h a t c o n s i d e r a b l e 
a m o u n t s o f s e e e a d - b e a d e q u i p m e n t c o u l d b e i m p o r t e d a n d u s e d i a 
t h e N o r t h e a s t * 

So L a t e r , t h e J o r n a l d o C e m a e r c l o e d i t o r i a l l y c o m m e n t e d o n t h e 
l a s t p e i a t 0 s a y i n g t h a t B r a s i l h a d made e n o u g h s a c r i f i c e s , t h a t 
i t d o e s n ' t n e e d t o a c e a p t s e m i - o b s o l e t e e q u i p m e n t o f l o w p r o 
d u c t i v i t y , 894 n o w h a s t b e c a p a c i t y t o m a n u f a c t u r e m o s t o f i t s 
ma e q u i p m e n t nta'o 

http://fi.C3K.QiUg


Recife, A-8 

3 

6* (Both Rubens Costa and SUOENK head, Euler Bentes, have sioce 
been seat advance copies of Hivseboon's report which is being 
translated for possible publication in Braall*) 

C ICR Gajgs Sggpgy.f 

7, Ia a July 17 Recife meeting, representatives of the com
mercial associations of nine Northeastern states approved 
unanimously a resolution celling for continuation of the ICR 
(circulation tax) system and a uniform tax rate throughout 
Brasll* The group also will ask the GOB to reduce the ICR to 
10% on a l l commodities bound for export end to 12% for ail goods 
in interstate commerce as well as to exempt beans, mandloe floar, 
fertil i s e r s and insecticides from payment of any of the tax* 

8, Tbere was l i t t l e hint beforehand that the businessmen 
would be anything but hostile to the XCti, A lengthy talk by 
Benedito Silva (a Getullo Vargas Foundation economist who 
helped anther the tax) and recent rebounds lis state tax collec
tions helped change their minds* 

8c Silva said that the 1CM itself has not b e e n at fault for 
low state revenues* He instead biased t h e eollectloa mechanise* 
There are not enough collection egeecies, he said, s a d many of 
the smaller mnnicicles. not knowing how to compute the tax, 
haven't really tried. He cited Narfssntss© u s m example of a 
state which has done things right: C o l l e c t i o n s have r i s e n in 
Naranhao from NCr$I8 mill ion the f i r s t semester of 1966 t o 
NCr$S7 million under the ICR system* 

v» imoiM^UMXs^JLMsim 
10c An estimated 200,000 rural l a n d h o l d e r s in the Northeast 
as of last week had not paid ISSA (institute Draslleiro de 
Reforms Agrarla) their rural lead tax. The number in default 
represents 35% of a l l rural landholders in the region, anc t h e 
loss in revenue to IBRA i s p u t at 1*8 million sew ewseiros, or 
about 45% of the IBRA budget* 

11* Recognising that many small landholders operate a t c l o s e 
to margin, IBRA's attitude has been a r e a i g s a d s h r u g of the 
shoulders and the statement that no nm® w i l l b e fined o n t h e 
overdue tax until November, w h e n t h e f i n e will be only 5% o f 
the total* Several wry commentaries h a v e already p o i n t e d out 
that the delinquent will pay with a o s a j r t h a t i s 10-15% Use 
valuable* 

Ote€LAssp;iM 
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1 2 * l a w h a t w i g h t fe© t e r m e d
 w

« f e l l - o a t o f t h e S e n b o r g v i s i t , -
t h e N o r t h e a s t p r e s s t o o k t o i t s e d i t o r i a l p e n s t h i s w e e k t o 
a d v o c a t e B r a z i l * a en ivy i n t o t h e A t o m i c C l u b — u n d e r i t s o w n 
p o w e r , 

1 3 , A d m i t t i n g t h a t n e i t h e r a s t o c k p i l e o f h a r d w a r e n o r t h e 
p e a c e f n l n u c l e a r g a d g e t w a s j u s t «sound t h e c o m e s C£i?® t© t e n 
y e a r s w a s t h e e s t i m a t e ) , t h e J o r n a l d o Commerci® i s H i t * s 
t i m e t o b e g i n , " H o w raueb 1 o e g e r w i l l w e s t a y i n $>n e a d e r -
d e v e l o p e d p o s i t i o n o r i n t h e c o n d i t i o n o f a s a t e l l i t e , c l i e n t s 
o f t h o s e w h o w a n t t o m a k e p r i v a t e a c e o f t h e p r o d u c t i o n o f 
u n c l e a r e n e r g y * " " P r e s i d e n t C o s t a e S i l v a i s r i g h t , * t h e 
e d i t o r i a l c o n t i n u e d , " i t i s t i m e t© s e e k a p i t e e i n t h e A t o n i c 

14, T h e J o r n a l , i n s e v e r a l e d i t o r i a l s , s o i e d t h e t e s t a c i e s , t h e 
b i l l i o n s o f d o l l a r s i n v o l v e d i n u n c l e a r d e v o l c p t a e a t c a d i t s 
d e a r t h o f s c i e n t i s t s , son.® o f w h i c h a r e e i t h e r l a v o l u n t a r y o r 
i n v o l u n t a r y e x i l e * e n d o t h e r s w h o w e n t a b r o a d t o ©era m o r e 
m o n e y . I t i s t h e r e s p o n s i b i l i t y o f t h e B r a z i l i a n g a v e r i u a e s t , 
t h e J o r n a l s a i d , t o e u c o u r a g e t h e r e t u r n o f t h e s e s c i e n t i s t s , 
" K i t h s o f e w w i t h i n t h e c o u n t r y , w e e a n s o t e f f o r d t h s l u x u r y 
o f w a s t e d t a l e n t , " t h e n e w s p a p e r s t a t e d . 
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