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during the Period Jpuly to December 1952

Statement by the Brazilian Delegation

1,, In view of the Note by the Executive Secretary (document IC/W/4) of

2 September, 1952, concerning import restrictions imposed by the Brazilian
Government for the period July to December, 1952, the Brazilien Delegation
would like to make a few observations concerning the neture of these
measures and the factors which led to their adoption.

2. 'The object of imposing import restrictions was as far as possible teo
avold eggravating the disequilibrium dn the balance of payments; end at the
same tiffie to make use of the currency earned by Brazilian exports in the
manner most advantageous to the Brazilian economy. This is particularly
Justifiable in regard to the hard currency areas, from which most of the
goods essential to Brazilian production come, Thus, imports into the
country have to be allot¥edar order of priority, in accordance with the
degree of importance of the different commodities to the Brazilian economy,
and with what the country can afford on the strength of her currency
earnings from exports,

3. Fundamentally, the reascn for Brazil's import restriotiomns 1s not to
disorim@nate egainst any sommodity or against any currency, tut simply to
try and keep the country's imports below the amount of revenue in foreign
currency sarned by exports, and to endeavour to control imports with an eye
to catering for the basic gectors of Brazilian economy,

4, Again, the non-convertibility of a number of currencies seriously
hampers arrangements for foreign currency cover for imports, so that the
finance authorities are obliged from time to time, whenever it is feasiblse,

to interrupt the normal flow of trade, so as to ntilieo axy fateigh currondy
assets they hold.

5, This situation is & reflection of pz;oblems which are essentially
structural, Brazil has her own export scele, consisting mainly of primary
commodities. This being 80, the expansion of Brazilisn exports is to a

lGcoden are regarded as of wital importance where the defieit in the

balance-of-payments would be =il the greater without them, owing
to ths repercussions in Brzzil®s exports.
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great- extont dependent on the expansion of the. nationtl.income of the
industrialised countries, while at the same time, Brazilian imports tend
to incramse at 'a rapild rate owing to the increase in population and the
demand for imported goods. This demand is laergely determined by technical
developments, in .communications, which stimulate the desire of the man-in-
the-street for a .higher atandard of living oomparable to that seen 1n
countries with more highly developed economies.h :

6. This state of affairs hae been greatly aggravated by the deficit in
the invisible ltems of the -balance of ceapital and the relatively poox
rate of inflow of foreign capital.

7. The inference to be drawn from all this.is that the balance~of-payments
‘in Brazil is conditioned by causss alien %o the economic policy of the
country., '

8., Another point to be considered is that the terms of trade are
traditionally unfavourable for Brazil, and even in periods when world
economic activity has been given a fillip as a regult of abnormal political
eircumstances, any improvement in Brazil's terms of trads tend to be offset
by the measures taken in the industrialised countries as part of their
economic policies: - e,g. price control, stockpiling, etc.

9, Hence the Brazilian Delegation would like to point out that the import
restrictions imposed by Brazil arise mainly from the peculiarities of
Brazil's economic structure, as reflected in her balance of peyments. This
is a situation of long standing, and it is bound to continue to condition
Brazilian trade policy for e long time %o come.

10. With regard to document IC/W/4 (Note by the Exscutive Secretary)

of 2 September, 1952, the Brazilian Government is anxious to explain that
the trade policy measures adcpted on 31 July, 1952, do not in any way. alter
the system of restrictions which has besn in force in Brazil since 1947,

1l. In point of fact, the way in which the exchange situation in Brazil
has developed from 1949 until the present time is a perfect illustration of
what we have said abovey

12, When the prices of raw materials improved on the international
market about the middle of 1950, as a result of the impetus given to trade
by the introduction of emergency programmes in some of the larger industrial
countries, the terms of trade seemed likely to improve im respect of
Brazil's exchange position. The Brazilian authorities realised the danger
to the country's economy inherent in the international political trends of
the moment and bearing in mind the prineciple of freeing imports as far as
the exchange situation would allow, stepped up the level of import quotas
and issued an expanded list of import commodities, including a number of
items less vitally important for the Brazilian economy and not included in
the earlier lists.
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13, In the course of 1951, the upward trend of prices for raw materials which
had been apparex; in 1950 ceased, and Brazills terms of trade again becane
unfavourablo™. The import licences granted previously on the strengih of

the improvement in the terms of trade, i.e. in accordance with the principle

of lifting restrictions on imports, incrcased the volume of Brazilian purchases
abroad to an inordinate degree; and when exports subsequently returned to their
normel level, they proved inadequate to cover the currency requirements for
those imports. Thus ths equilibrium of Brazil's balance~of-payments was
violently upset (see the annexed Table I) and this in turn had harmful direct
repercussions on the balance-df-payments. It should psrhaps be mentloned that
Brazill's exchange situation at the present time shows a serious deficit; this
is true even in respect of the countries which have bilateral trads agreements
with Brazil. It may also be worth mentioning that commercial agreements havs
been Brazil's only instrument of trade policy, since her system of specific
tariffs has gradually been devalued owing to the continual rise in prices on
the internmational market. Furthermore, the Brazilian Government has endeavoured
to stabilize for internal purposes the value of the national currency by follow
ing a sound financial policy eiming at balancing the budget, controlling and
screening credit operations and cutting down public expenditures The objects
of this policy, however, have had to withstand the effect of the major difficul-
ties facing the country's foreign trade. In view of what has been sald it is
clear that the recent introduction of import licences in June this year was
both necessary and designed to reduce the number of products for import,
priority being given to those regarded as absolutely essential to the Brazilian
econory, ee.go fertilizers, insecticides, agriculturael machinery, aluminium,
cellulose, lead, nickel, coppery, tin, etc. etcy

l4e There is nothing new in this latest import restriction policy; . it is
merely & return to whati wae the normal situation prior to the period when the
position of Brazilian products abroad was for a while less precarious than
usual.

15, It may be well at this point to recall the statements made by the
Bragilian representetive in the Working Party on Import Restrictions at the
VIth Meeting of the Contracting Parties. Examining the draft report on
"Trends of Policy and Effects" Chapter 3, he pointed out that the improvement
observable at that time in the financial position of the raw material producing
coun‘bries - & point emphasz.sed in the draft reporn in question -

The prices of a number of products expor‘hed by Brazil; e.g. cocoa,
sisal, cotton, coffee, etc. have been falling on the internatione.l
market, whereas the prices of manufactured products continus to rise.
This phenomenon is attributable to a variety of circumstances, among:
then being price-control, stockpiling,. slow down of indusiriel activity,
‘etcs etce Between December 1950 and Jrae 1952 the average prices of
goods exported by Brazil dropped from Cr. $6,525 a ton to Cr. $6,488 a
ton while the average price of imports rose from Cr. $2,265 & ton to
Cr. 4 3,880 & ton. (Department of Economic and Financial Statistics).
Ministry for Economlc Affairs.
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wag a precarious matter, owing to the faet that fluctuations in the pries
of these commodities are far greater than in the case of manufactured
products, Hence, as the Brazilian representative argued, that gituation
oculd not be regarded in the long run as really sound and stable.

16, Subsequent events were to demonstrate the truth of that statemsnt,
As far es Brazil was concerned, the improvement actually did turn out to
be short-lived, and the present balance of payments situation is e direct
reflection of the position,

17. Hence, the Brazilian Delegation would like to reiterate that the
import restrictions imposed as part of the Brazilian trade policy are
attribudable tothe inadequacy of Brazil's foreign currency revenue from
exports to cover her imports, which are growing at en ever-increasing rate,
for the reasons-already given, It also wishes to repeat that the
measureg introduced in July this year merely reflect the: necessity for
coping with the major difficulties which have arisen in connection with
Brazil‘'s balance of payments. The imports listed in Notice 287 of 31
July 1952, are designed to ensure the purchase of the indispensable minimum
of goois essential to the economic workings of the country, while the
eurrency earned by exports from Brazil - constituting practicelly the only
source of revenue from abroad which the country possesses - will have to
be used for covering essential imports and fulfilling the undertakings
which arose out of the policy of expanded imports during the period
between the second half of 1950 and the first half of 1952,

is, The system of restrictions in force does nct discriminate against
any product or against any currency; but it does reduce the total volume
of importe sc as to bring them below the level of the currency earned

by exports. At the seme time, the products to be 1mported are gelected
according to their relative vital importance. :

19. The Brazilian Government tekes this opportunity, however, to draw
the attention of the Contracting Parties to the n9ewrasity for-takingiimto
account ,when the question of import restrictions to safeguard the valance
of payments comes up for discussion the structural problem by whish those
restrictions are conditionsed. 1In this respect, very little attention
has been paid to Article XVIII of GATT, which recognizes in principle,
though without any great emphasis, the imperious necessity for these
ecountries to safeguard their incipient agricultural and industrial
ectivities. .

20, The Brazilian Government is anxious to bring out the fact that in
the case of countries with a rudimentary economy, development is the only
really effective means of geotting rid of import restrictions forced on
them by inherent structural factors. and the only way of raising the level
of trade.

2l1. The strengthening of the productive forces in these countries 80 as
to improve their terms of trade, to raise the standard of living of the
people end to combat the Malthusian danger, is a meesure which cannot be
avoided. Economic developmsnt, especially by way of industrial progress,
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is absolutely vital if these countries are to be freed from the position
of helpless victims of the cyelical fluctuations in the prices of rew
materials on the international merkst.

22, With these principles in mind, the Brazilian Govermment wishes
to state that its economic policy will continue to be aimed at
stabilising the balance of payments and utilising foreign currency
assets for the benefit of the basic sectors of the Brazilian economy
end their development.

~fm
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The Trends of Brazilien Trade
(millions of eruzeiros)
Exports Imports Balanee

lggg 24,910 £0,310 plus 4 &600
_—mw- GESSxR -1} . REXER
1%L

Feb, 3,000 1,970 plus 1,130
March 2,70 3,180 - 470
April ' 2,100 2,640 - 540
May 2,600 2,730 - 130
June 2,680 3,110 - 430
July 2,800 3,510 - 710
Aug. 2,930 3,270 - 340
Sept. 2,820 8,470 - 680
Oct, 2,930 3,720 - 790
Nov, 2,990 3,060 - 070
Dec. 2,730 4,250 - 1,520
‘ Debit bRlanCe® svecececssccsss 4,520
1982 |

Jan, 2,560 3,800 - 1,140
Fed, 2,380 3,890 - 1,510
March 2,520 3,930 - 1,380
April 1,760 5,390 - 1,730
May 1,800 | 3,230 - 1,4%
June 1,865 4,195 - . 2,350

Dabit balance @6 000 0P ODOEOCLEOEODS 9'520
Total deficit for the period between February 1951 and
June 1852 was Cr§.14,040 million, or epproximately USE750 million,

(Source: Department of Economic and Financial Statisties)
.= Ministry for Bconomic Affairs,



