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OPENING STATEMENT BY REPRESENTATIVE OF BRAZIL 

May I be allowed to start my statement on the 1969 consultations with Brazil 
under Article XVIII:12(b), by quoting the conclusion of the basic document for the 
consultation (BOP/92), which reads; 

"The effects of the remaining restrictions are very slight in comparison 
with those which have already been eliminated." 

This is a fair statement, which imposes itself when one considers the. results 
of the Brazilian policy of trade liberalization, pursued since 1964-. These results 
have been achieved in spite of many difficulties; some of them have been overcome; 
many others unfortunately still lie ahead. 

I do not think it necessary to make a thorough analysis of Brazil's balance-of-
payments situation. Besides the documents available on the subject, the Brazilian 
delegation will be quite willing to provide any additional information the Committee 
may require. However, I would like to advance a few remarks on this rather arid 
subject, drawing on the Committee's patience. 

A quick look at the balance of payments of Brazil shows a progressive worsening 
in the movements of goods and services for the years 1966, 1967 and 1968. The 
current transactions presented increasing negative balances; US$33 million in 1966, 
US$277 million, in 1967 and US$443 million in 1968. 

This behaviour of the current items is one of the main characteristics of our 
external accounts. They present, on one side, a revenue almost entirely generated 
by exports; on the other side, a highly deficitary position derived mainly from 
invisible items, such as maritime freight, capital income, commissions, payments for 
patents, royalties, as well as technical assistance expenses. The pressure exerted 
by the payment of services on our external transactions emphasizes the importance of 
exports and the flow of foreign capital to our economy; the balance of payments' 
equilibrium i-s, therefore, basically dependent on these items. 

Exports. Brazil's exports consist mainly of primary commodities, for the 
majority of which trading conditions in foreign markets are still markedly unstable. 
The dependence of the economy on export earnings has led the Brazilian authorities 
to adopt an export policy geared to a progressive increase of their receipts, 
through diversification of exportable goods and through the searching of new 
markets for traditional as well as non-traditional products, including, in 
particular, manufactures. 
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Fifteen years ago the per capita export income of Brazil was about US$30 a 
year. In our days, it has dropped to US$22. In 1968, our exports amounted to 
US$1,9 billion, whereas, in order to maintain the per capita export income level 
of 1953, we should have had to raise our level of exports to US$2.5 billion. As 
a matter of fact, that would have been the total value of Brazilian exports last 
year if the 1953 price levels had been maintained. 

As to the composition of Brazilian exports, coffee still keeps its 
outstanding position. But it has not today the same relative importance of a 
few years ago. Besides coffee, - cocoa, cotton, hematite and manganese ores have 
a significant weight in our exports proceeds. Other products are showing an 
increasing importance among the country's exports, such as sugar and manufactures. 
Sugar, a traditional export product, used to present until 1964. an irregular 
pattern. Lately income derived from sugar has improved. As to manufactured goods, 
exports reflect in large measure the efforts of the private sector, encouraged 
and assisted by the Government, to sell manufactures in foreign markets. The 
results of such efforts are still more evident if we consider that receipts in 
the years 1967 and 1968 increased twice by comparison with 1964-. At present, 
the value of exports of manufactured goods is second only to coffee in the overall 
exports proceeds. 

Imports. After a short period of economic contraction, in 1964- and 1965, 
when imports fell to relative low levels, they began in 1966 to expand again in 
consistency with the requirements of an increasing gross national product, the 
growth rates of which, in real terms, jumped from 3.5 per cent in 1964/65 to 
4»8 per cent in 1967 and 6.5 per cent in 1968. 

The policy of import substitution for durable and non-durable consumer goods 
and some items of capital goods changed the structure and the pattern of 
Brazilian imports. The Brazilian economy is highly dependent today on imports of 
equipments and industrial raw materials. 

This feature brings forth an important aspect of Brazil's imports policy: 
after a certain point, it became difficult to reduce imports without harming the 
development process. Thus, the possibility for further substitution is now 
restricted to a few items, such as petroleum and its by-products and certain 
foodstuffs. 

Brazilian imports amounted to US$1,303 million in 1966, US$1,441 million in 
1967 and US$1,856 million in 1968. In spite of the strong up-trend of the demand 
for imported goods (plus 38 per cent in 1966; plus 10 per cent in 1967; plus 
29 per cent in 1968), I want to emphasize that no exchange restrictions have been 
jmpnfift^ p n •iTnpnT't.p. 

Exchange system. On 27 August 1968, a new system for fixing the exchange 
rate was adopted. It consists of periodical readjustments of the rate by the 
Monetary Authorities, at frequent, but irregularly timed intervals and is geared, 
in general, to the need of adjusting Brazil's prices to those prevailing in the 
international markets; the two other determinant factors for this readjustment 
are the position of our foreign reserves and the general behaviour of Brazil's 
exports. 
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This new system differs from the previous one only in regard to its 
promptness and effectiveness to cope with the economic, financial and commercial 
realities of a changing market. It has the advantage of preventing speculative 
mov^s, which were frequent in the preceding system due to the over-valuation of 
the rate as time elapsed from the previous readjustment. The over-valuation of 
the rate had an even more negative consequence on the exchange receipts, 
dosestimulating exports in the absence of an adequate compensation, due to the 
distortion of the relation between internal costs of production and the 
prevailing rate. 

The combination of exchange and monetary measures, linked with measures 
aiming at the gradual control of inflation resulted in the elimination of 
speculative pressures on the market and provided a greater stimulus to export 
activities. 

Autonomous capital movements. The political and social stability and the 
rate of development of the Brazilian economy were basically responsible for a 
large inflow of foreign capital (public and private), as loans and direct 
investments, in 1968. This exceptional inflow of capital of around 
US$1 billion offset the structural deficit in current transactions, a deficit 
that, as I explained previously, is basically due: (a) to the expenses on 
services ', (b) to the deterioration of tonus of tradej (c) to the restrictions 
in the access to developed markets both for commodities and manufactures, as I 
shall explain later. 

Foreign capital has played an important râle in complementing domestic 
savings for the acceleration of the development process. However, the excessive 
utilization of short and medium-term credits, between 1956 and 1961, put a 
heavy pressure on the balance of payments, compelling the Government to negotiate 
in 1962 and 1964- the rescheduling of the external debt, in order to bring it 
in line with the country's payment capacity. Since 1964, our foreign financial 
commitments have be^n paid on the stipulated dates. 

With respect to compensatory credits, it should be noted that, since 1966, 
their utilization by Brazil has been small: US$39 million in 1966 and 
US$25 million in 1967. In this latter year, US$167 million of compensatory 
credits were repaid. 

:In 1968, Brazil made use of a "stand-by credit" of US$75 million put at its 
disposal by the International Monetary Fund, also last year, Brazil repaid 
former debts with that institution corresponding to US$87 million. 

The net debt position on compensatory loans declined from US$1,024- million on 
31 December 1965 to US$656 million at the end of 1968. 

The increase in the internal demand for manufactured goods which resulted from 
the increase in the per capita income and from the demographic expansion, led 
Brazil, after the Second World War, into a period of industrial development, turned 
towards the national market. This process, coupled with the progressive deteriora
tion in Brazil's terms of trade, lud to an increase in the country's external 
indebtness. 

Consequently, until some time ago, the Brazilian foreign trade policy com
prised selective and rigid controls of imports, aimed at utilizing our import 
capacity as effectively as possible in order to serve the main objective of 
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industrial expansion. Our imports gradually switched from light manufactured 
goods to capital goods and industrial equipment, so that today, these items 
represent around two thirds of our foreign purchases. 

As the cycle of industrial development for import substitution draws to a 
close, the Brazilian Government is concentrating its efforts to expand both the 
internal and the external markets. The emphasis has thus shifted from import 
controls to a policy of expansion and diversification of exports. 

The import substitution policy reliud mainly on administrative and exchange 
controls, including multiple exchange rates. Brazil had a customs tariff based 
on specific duties, and, even though in 1957 we adopted a new ad valorem tariff, 
the exchange controls continue to be applied for a period of ten years as a result 
of the prevailing conditions. 

The success of our recent financial and exchange policies enabled us to 
eliminate administrative and exchange controls, so that the customs tariff 
mechanism established in 1957 could come into full effect. 

As a consequence of the deterioration in the terms of trade, during the 
period between 1954- and 1966, Brazil lost $5 billion of export income, i.e. more 
than the entire foreign aid received during the same period. Between 1961 and 
1967, the export volume grew at twice the rate of the export value, which meant, 
effectively, a liquid transfer of resources abroad and a serious aggravation of 
internal inflationary pressures. If we add to this the notion that the per capita 
export income is far from satisfactory, and even decreased in the period, it is 
easy to understand why Brazil attributes such importance to a reform of existing 
international trade structures. 

There exist, at present, discriminatory practices and trade obstacles that 
not only make it difficult to expand commodity exports, but also place efforts to 
diversify our exports on a precarious basis. It becomes difficult to include in 
our export trade an increasing quantity of manufactured products, that could 
lessen the effects of the deterioration of terms of trade. 

There are, for example, trade barriers that affect our commodity exports, such 
as quantitative restrictions in certain developed markets, and internal taxes 
which hinder the expansion of the consumption of certain goods, such as coffee and 
cocoa. There are, on the other hand, discriminatory practices which affect 
Brazilian export trade. Underlying these restrictive practices is the basic 
instability and deterioration of prices of our export products. 

Technological progress has aggravated this situation, due to the production 
of synthetic materials, and to the greater rationalization in the use of raw 
materials per unit of processing. It should be also noted that developed countries 
are becoming competitors of developing countries in commodity trade, by the adoption 
of incentives to internal production - often uneconomic - and even to subsidized 
exports. 
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In manufactures, the situation is still more complex and unfavourable. In 
developed markets, we could say that there is an effective discrimination through 
concession of equal treatment to unequal parties, while, in commodity trade, this 
discrimination results from unequal treatment to equal parties. The essential 
discrimination in manufactures is the result of the unqualified application of 
the most-favoured-nation clause, disregarding the differences that exist between 
highly industrialized countries and those which are only beginning to industrialize. 

Developing countries are faced with protectionist policies which contradict 
the very principles of GATT. These policies include the application of 
quantitative restrictions, and, above all, a customs tariff structure which aims 
at preserving for developed countries an industrial monopoly, oven when this only 
implies the simple processing of raw materials produced in the developing countries 
themselves. For this purpose, there is a tariff escalation which increases the 
duties in direct proportion to the degree of processing. And we all know that, 
in these cases, the real effect of this tariff incidence is twice the nominal 
incidence itself. 

I have touched upon some of the difficulties we face in international 
markets because, in the view of my delegation, the Committee on 
Balance-of-Payments Restrictions, especially in the context of the present consul
tation, provides the appropriate forum for such considerations. When I say that, 
I have in mind one of the conclusions on the future work programme of GATT the 
CONTRACTING PARTIES adopted at their twenty-fourth session which says: 

"The CONTRACTING PARTIES agreed that the consultations on the balance of 
payments and other trade and development problems of developing countries 
provided for in the General Agreement should give particular attention to 
the possibilities for alleviating and correcting these problems through 
measures contracting parties might take to facilitate an expansion of the 
export earnings of these countries." 

I just mentioned some problems confronting Brazil in the field of inter
national trade and their consequences on our balance of payments. In spite of 
being a developing contracing party, we believe that Brazil has done more than 
its share in liberalizing international trade, by gradually and progressively 
eliminating restrictions which hampered the free flow of goods and services. 

I therefore hope that the CONTRACTING PARTIES will give particular attention 
to the possibilities for alleviating and correcting at least some of these 
problems, as they have promised to do in the document they subscribed at the end 
of the twenty-fourth session. 


