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ITIS8I0 T BRAZIL

Chapter I

The party composed of Kr, Martin, Mr., Seuer, tir. Whitcomb, anc lr.
Sherveod took off from LaGuardia Field in a Pan Americen DC-4 at 7:40 AN,
Jctober 7, 1946, stopping =t San Juen, Port-of-Spein, Trinidad, and

erriving at Belem, Brazil at the mouth of the fuwazon at 7:30 AM, October

L2

8th, where & reception committee vas waiting composed of the Postmaster
and other officials., They wmet the party on instructions from Colonel
lacedo Soares, Hinister of Transportation. Hone of them could speesk
English end ¥Mr., Whitcomb relieved the situation by acting as interosreter.
The party left Belem at 9:00 A, flying across the jungles of Brazil and
arriving at Rio four hours late at 5:30 Pli, October 8th. Our delay in
arrivel was due in part to heasvy storms over the mosuntains out of Rio.

Ve were met at Gelihzo airfield by Coloncl Oliveira, President of the
Comnanhia Siderurgica Nacional, iir. ‘‘est, Export-Immort Benk Revresentative
in Brazil, and seversl other representatives of the steel company and of
the Government. Ye were transported by motor launch to the mainlend where
Colonel Kacedo Soares, Minister of Transportation, Members of the Zmericen
Chember of Comrerce, representatives of the press, Fr. Beattic, Repre-
sentative of the Hetiomal City Benk of Rio, and Admirel Powell of Pan
American greeted us. From there our party went dircetly to the Gloria
Hotel., After our strenuous trip we avoided 2ll enpogenents for the
evening,

Arrangeiients bad been made for the perty to leave by plene et

7:00 LM the following mornihg, October 9th, for Vitoria to visit the
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Itrbira Mine. We decided thet it would be better to call first at the
fmerican Embassy and have a few conversations in Rio before taking this
trip. Accordingly, it was postponed wntil the following Monday,
October 14th.

On the morning of October 9th the party had a conference at the
hotel with Mr. West for the primery purpose of planning the schedule
for our stey in Brazil, Mr, “est brought the party up to date on the
gencral political situation, indicating that the Cabinet was in the
precess of being changed and reported on the stetus of his nost recent
conversations with Colonel Scarcs. This situation faced us with the
predicanent &s to vho should be talked to about vhot and confirmed the
wisdon of ocur having decided to spend o ferr days in Rio as it gave us
on opportunity to telk to officisle of the Governnent who vere about to
go out vhile they were still in office.

At 10:30 AM the porty called on Prul Denicls, Chargd d!'Affaires at
the Limcricen Enbassy as Imhassador Pawvley -ias in the States. In eddition
to our perty, kr. Deniels, Mr. Brooks, Ecoromic Adviser, and Mr, Clark
in chorge of Finonciel Lffzirs at the Enbassy, -erc present. Ve informed
Iir. Daniels of the nurncse of our visit which was to attend the dedication
of the steel nill at Velta Redonda, and to obtain as much informetion cs
possible about the projects in Brazil in which the Bank is interested and
the general ecoronic situstion in Brazil. ,We explored the existing Brezil-
ien credite, including the Rio Doce, Volte Redonda znd the Sorocahena
Reilwey. We also brought Mr. Deniels up to date on the stetus of the
pending $50 uillion credit. Mr. Deniels suggested znd arranged for the

party to meet with the Busi Ldvisory Group of the fmerican Embassy
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conposed of American business men operzting in Rio. WMr. Daniels desig-
nated this group in the fall of 1945 and reports that he hes found it
rnost useful. At iir. Daniecls' suggestion, Mr. Vest arrenged for the
varty to ettend the luncheon of the American Chember of Commerce on
Thursday, October 10th in Rio where they might hear from lir. Mertin.

£t 11:30 the party ceclled on Col, iircedo Soares. This ves nrimerily
a courtesy cell to thank him for his having received us on our errival
end to inform him of our schedule. ile srranged for us to spend Friday, the
11th, inspecting the airnlerne engins fzctory and sceing the town of
Petropolis.

It 12:30 we attended a luncheon erranged by Mr, West with Mr., Boucas,
Mr. Boucss vas Brozills represcntative at Bretton Woods and is now the
Internationszl Busincss Kochiine representative in Rio. During the luncheon
an informel discussion took place concerning the Brezilien situction.
Mr. Boucas expressed apprehension concerning the Intcrnationsl Benk, He
stated that meny Brezilians vicued the Internctionel Bank as a M"British
instrunent designed to siphon Arericen finenciel resources into the
British sphere of influence in BEurope." lir, liartin explained at some
length the relationshin hetween the Internationzl Bank snd the Export-
Import Bank, pointing cut the fact that the Internztional Benk's essuning
the mejor responsibility for long range reconstruction end developient
loans did not indicate 2 lessening of /merican interest in Brezil., Mr.
Bouces clso stated that Brozil was generally disappointed in the results
of Col. Socres! mission to the United States; it being the copinion that the
50,000,000 credit ves not ~s rmuch as Lad been hoped for.

In the afternoon, #r, Mertin and ¥r. Seuer had & talk =ith Dr,

Guinle, a Brazilien of some conscquence in finencicl circles, while
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Thitcomb and Sherwood got their second typheid shots. Dr. Guinle ex-
pressed similer sentiments to those of Mr. Bouces. He said there wes
disepnointment in the results of the Soares mission. He urged that

the Benk have no fear of lending to Brazil; thot its future was great,
He urged the poarty to visit Sao Pmulo and Sentos where he said the real
strength of Brazil lies. He expressed anprehensicn and gloon on the
international situction but emphesized his confidence in Brezil's future.
Thaet night the party dined at the Copocabena Paloce with lir. Vest.

On Thursday, October 10th, bir. Martin with Mr. Sherwood nresent,
interviered Mr., Roberto Lyra Filho of "Diretriges Dcnocracia® end lr.
Mendez of "0 Journel". 1IMr. Sauer and MHr, Whitcomb went to the American
Embossy for a preliminery talk with kir. Brooks, the Economic fdviser,
nrior to our meeting —ith the Advisory Group. 4t 11:00 LM, Hertin and
Sherwoad proceeded to the Embessy to attend the meccting called by Deniels
of the Americen Advisory Committee composed of the following individuels:

Mr., George V. Mufsmith - Chairmen
Rio de Jancirn Trawmwey, Light & Pover Co. Ltd.
Mr, Vingote !, fnderson
Stenderd 01l Company of Bragzil
¥r. Herry F. Covington
Couparhia Expresso Federal
Mr, Ralph H. Greemvood
Genernl Elcctric, S/A.
Kr., Jeucs E. Morshell
Lojes inericenas, S/A.
lir. Xent Lutey
Cia, U. S. Harkson do Bresil
Mr. Relph Hetloy
Atlentic Defining Compeny of Brazil

Messrs. Yest, hitcomb, Souer, and Brooks 2nd Clark of the Arericen

Embassy were prasent., Mr, iertin explained the purnose of the Mission

pointing out that in addition to the Gedication of the steel mill, we

were teking adventoge of the opportunity to get first-hend informetion.
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He cxplained the relationship between the Internationel Benk snd the
Export-Imnort Bank pointing cut the gencral division of functions
hetveen the two institutions. There was & discussion of the Brazilian
farelpgn exchange situction. Mr. Clark made the following stutement

as to the Eubnssy's cstinate of Bruzil's {oreign exchange assets:

"Recent figures indicate that whoress Brazil enjoyed s feovoraile
balance of trrde emounting to over three billion cruzeiros in the first
seven months of the current yeer, its balance with the North end Central
fmerica ves unfavorable to the smount of 280 mwillion cruzeiros. As a
consesuence of this, it is not impossible that Brazil may at the present
time be on the threshold of a period c¢f accumulation of reserves in
currencies which will be availablc only for purchases in certain arces
and mey at the seme time be commencing the deplction of its dollar re-
sources. On the besis of the Benk of Brazil's balance sheet as at
Lugust 31, 1946, the net credit balance with foreign correspondents
amounts to approximately 400 million dollars after deducting 28 million
in connection with Equipment Certificates which are convertible into
forcign currency and 126 nillion representing nrosissory notes in
foreign currency backed by the Bank of Brazil on behalf of several
governnent agencies, there remains a long foreign exchange balence
amounting to 246 million dollars. The most recent estimatc of sterling
balances is in the neighborhood of 50 million pounds (Mecedo Socres
estimeted this at 225 million dollers) so that it cen readily be scen
thet there are low dollar availebilitics at the present time end,
therefore, the trend in Brazilizn-United States trade may well couse
Brazil to dip into its golé reserve which as of fugust 31 amounted to
epproxinately 380 million U, S, dollers,."

Mr, Greenwood commented on the sheky political amd economic
situation in Brazil, ecmphasizing the bed inflationary condition. e
pointed out that too much money is being put into real estate and
building rather then productive enterprise. Much money has been put
into building of modern apartment houses in Rio, Hany of these are
cooperative apartricnts - that is, the individuel aprriunents are sold
frequently before ground is broken for the building. Several sales
transpire before the buildings are completed, each involving z profit.
The final ovmer of the apartments finds himself in a position of

having to charge 2 rent which is prohibitive., Consequently, many of
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the new epartments sre half empty although Rio is suffering =n ascute
housing shortage. HMr. Scuer and Mr. Sherwvood inquired as to ~hether
any menbers of the Advisory Group hed ideas relative to potentisl im-
ports into the United States from Brazil. None were fortheonming.

Lkt 12:15 the party went to the Auto Club vhere the fnericen
Chermber of Commerce was holding its luncheon. There werc about 100
wenbers present which was an unusuwally l-orge turnsut for Rio.

There sre ebout 500 nembers in the Awnervican Chember of Commerce

there. In addition to the members of our entire narty, Col. Hacedo
Soarcs was there. Hr. Mrrtin addressed the group extemporancously,
explaining the purnose of our missicn end agein explzaining the relation-
ship of the Export-Import Bark and the Internetional Benk, placing

nphasis on the fact that if our objective of one world is te be rcalized,

[o]

such institutions as the International Bank must receive the wholehearted
support of its member states. !He likewise stressed the great fmerican
interest in Brozil ond its futurce end told his eudience that they, s
fmerican business uen jp Ri», were truly ambassadors of the United
Stztes. Accordingly, he would welconme eny suggestions which they had
looking toverd promotion and fecilitation of two-way trede betvween the
United States cnd Brezil., It was evident that 21l of those nresent ex-
hibited unusuel interest in Mr, Mertin's rewmerks and were most appreci-
ative thet he had found time to come to the luncheon. Several of then
told us efternerds that it wes the first time they had got & clear
conception of the respective roles of the International Bank and the
Expert-Inport Bank.

That afternoon Mr. Martin called alone on the British Ambsassador
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ené had on informel talk lesting en hour., They discussed Brezil in general
and Rio Doce in particuler., The fmbessedor cxpressed doudt as to rhether
the Rio Doce project vauld ever work due to the difficulties of providing
end opereting an adequate railroad through the difficult terrain of the
Vz2le do Rio Doce for the trensportation of the Itabira ore in sufficient
guantity. He indicated thet the British had lost all interest in the
enterprisc, explaining that the eerlier British interest arose from the
fear during the war thet their supply of iron ore from Sweden would be

cut off. From the lmbassador's rcmerks, it epireared that the British were
really out end intended to stay out of the Rio Doce project.

On October 1lth, the party left Rio by motor cars supplied by Ccl,
Soares. We were accompenied by English-specking Brazilien enginecers, a
Mr. Mencndez of the Obras Sanitariss adiministration, and a Mr., Gianinni
of the Fabrice Nacional de Hotores. The cars, being officicl cers of
the Hinistry of Transport, hed the evight-of-wey. Brezilien drivers, even
without the right-of-vay secem to geb an exhileration from o specding
notor shich couscs them to zecelerate at least 50% when a curve comes in
sight, taking it on the inside with horns wide open. Our nerves had
reached the brecking point then we saw the needle on the speedomecter
touch 95 and —ere only slightly relieved vhen our engineer companion
ex:lained it indicated kilometers equivalent to about 65 miles per hour.
Our first stop ras ot the Baixeda Fluminense., This is o fascinating
dreinage project eround Rio. The brackish marshes were great brecders
of nosquitos. Dams have been installel and & scries of punping stetions
trensfers the woter into chennels running into the ses lecving large

arcas of flat arable land irrigated by channels of fresh water. The
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purpcse was twofold: it has climinated the malarial mosquito from this
area znd has made avzilable for cultivetion some 6,000 square kilometers.,
It required miles of drainage canals, meny of which were dug by hend
labor and mule carts, although drog lines have been used more recently.
The project has reached near completion and has been accomplished in an
enrzingly short pericd of years, having been strrted in the middle 30's,
Modern pumping equipment hes bcen installed and the pumping stations are
really impressive., The Brazilian cnginecrs in charge scemed intelligent
and very proud of their work.

¥e proceeded to the airplenc engine factory where Brigadier Muniz
is in cherge. He is a highly intelligent end enthusiastie Brazilian
engincer, He hos conceived a plen which czlls for adwiration. The
factory eppears noect and well tooled, coupeny houses with adequate
sanitation have been planned; and likewise & water treotment plant which
is roare in Brazil, and & large company farm is in operation supplying
the necessary vegetables and nilk., The steff house on & high knoll is
a particularly artistic undertoking —— white stucco with besutiful land-
scoping complete with swinming pool. On & corresponding knoll are the
houses for the steff vwith families., They ore attractive and of indivicdual
design.

£1lthough the Brazilian inagination in these ncw projects is attroctive,
one cennot help hut wonder if thers is not & tendency to place too eerly
emphasis on the desirsble but not esscntial aspects of a ner project. One
vonaars if the sttractive stoff houses, ete., should not come later ana out
of the profitable operation of the fectory. This does not mean thet the

airplene engine factory hes been neglected. The main offort in the factory
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is now being devoted to airplane engine overhaul. There is no coubt
that there will be o continuing need for airplane engine repcirs in
Brazil., However, Panair do Brazil and Cruzeiro do Sul do their om
engine repair, The factory had just completed its first airplone
engine repeir job. In addition, it has an aluminum foundry and is
making a variety of items including aluninum fremes for railvey csar
windows, compressors for refrigeration units, aluminum spindles for
textile factories and lerge quentities of pins for hend grenacdes for
the Brazilisn Army. Brigadier Muniz steted that they are exploring
the possibility of converting part of the factery to mass production
of tractors. WFhen questioned es to whether he would need such high
precision tools for the making of tractors, he stated that he could
use all of the machine tools which he had for their manufecture.

This factory was built during the var with Lend-Lease funds, Col.
Jnmm Ferris from the United States Lrmy Adr Forces is residing thers
with his fonily and is in cherge of the cirplane engine overhoul. He
appears to be a very capnble and intelligent young ran vho is most
enthusiastic about the possibilities and the future of this factcry.
Whether or not its operation will be successful will be deternined by
its ability to produce tractors or other items at & price lower than
prices of sinilar items imported from the United States.

Col. Soares joined us for lunch at the steff house. We had the
usual six course luncheon accompanied by appropriate wines, etc., which
made the narty feel more like spending the afternoon in the landscaped
gerden than proceeding. However, we pushed on to Petropolis over a well-

constructed three-lane paved highvay through the mountains., The heavy
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fog shut off the view unfortunately. Ve were conducte¢ by the Curctor
through the Netional Museum vhich was the surmer palece of the last
Emperor, Dom Pedro Segundo. The Brazilians are very proud of their
last emperor and the history of their country during his benevolent
reign. Ve drove through the streets of the quaint end attrattive town
of Petropolis throiigh the main street of vhich flows a small river. The
party stonped ~t the Hotel Quitandinha vhich is a fentastic creztion
nessing ¢11 imegination. It is 2 great white structure beautifully done
with & modern interior end 2 casino which probably rivals Monte Carlo.
£11 cecsinos in Brozil have been closed in recent months, and the hotel
vaes in the doldérums. Where it fornmerly had 500 guests there were 70
vhen we vere there. Why so rmuch Brazilian money was poured into so
unproductive an enterprisec when the vhole country is in necd of high-
veys and railroads to nmeke its rescurces availeble constitutes the

big question merk concerning Brazil. It occurred %o us it uight be a
perfect spot for the United Nations with no Westchester residents to
argue with,

The following day, October 12th, the party left -n a specisl train
for the dedication of the steel mill ot Volta Redonda. President Dutra
and his Cebinet boorded the train. Mr, Wrrtin rode in the President!s
car znd talked with him informally. Mr. Feio, General Menager »f the
Centrzl Railr-ad, an apperently intelligent and responsible person, s
nost attentive t~» our perty.

In kis conversations with President Dutra vhich had to be conducted
through one of the Cabinet officers, Mr., Martin expressed the great

interest of the Export-Import Bank in conplction of development of the
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Vole dn Hio Doce., Tach time Mr. Mo=rtin expressed this, the President

miled, nodded and indicsted thet he understood. The steel will at

(0]

Volta Redende is & bold and magnificent undertrking, appeers to be
wwell constructed end to the wninitiated it would seew to compare
favorably to steel ills in the United Strtes. Once agein, its success
depends on proper nencgenent end & solution of the coal protlem. At
present, the rill is using 80% netive Brazilien coel, brought vith
d¢ifficulty fronm Sente Caterina fur to the south, unixed with 20%
imported coel. Col. Socres stated that they plenned to incroase
the imworted coel content in order to improve their coke. Several
hnerican technicirns are in the meonagesent. Mr. Korb, a {oruer em-
»loyece of American stecl companies, is suncrintendent of operaticns.
He is a geniel hard-hitting type and seems confident that the operation
will prove successful. Col. Soares stated thet the site at Volta
Redonda had been selected only after careful study. The decision wes
based on the presence of linestone, weter and the feasibility of ob-
taining the ore from the nines sone 300 niles distant,

In addition to the factory buildings, Volta Redonda as a tomm is
a complete and selfsufficient unit. It has its owm farm supplying
meat and vegetebles, probably the only satisfactory woter trestrent
plent in Brazil vhich mokes possible drinking of water from the tap,
hundreds of company houses for staff and workers with individuality
of design not found in the ususl company housing project in the United
States.

Following the cerenony, lunch was served. lir. Mertin as seated

next to President Dutra. In the speeches of Col. Oliveira and Col.
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Soeres, euphatic mention was mede of the part the Export-Import Benk
had played in financing the purchase of equipment and technicel services.
It proved the wisdom of the Export-Import Benik having a delegetion there
“on thcot occasion as the Brazilians could well have ignered the smericen
participation in the enterprise and »layed it up as solely a Brezilian
accomplishuent,

The following day, the 13th, being Sunday, the party relaxed,
spending mnost of that day sunning themselves on the Copocabana Beach

and at the races.
Chapter II

On Mondry, October l4th, the pearty acéompanied by i’r. Wost,
Dr. Pimenta, Prcsident of the Rio Doce, Mr., Kennedy of Yorrison-Knucdsen,
and Hr, Murphy, =ssistent to !Mr. West, left Rioc in a Lodester plane
furnished us by President Dutra. We flew tc Vitoria arriving there st
9:15 M - 1% hours ~hich on the railroad would have taken 22 hours.
We haed an excellent view from the air of the picturesque town of
Vitoria and later drove through the to'm being teken on & specinl
train over the track which encircles the hill leoding to the ore
bunkers, Ve inspected the bunkers which at the time contained scme
40,000 tons of iron ore from the Itabira mine. The total capacity of
the bunkers wonld apnroximate 75,000 tons. No ships were being loaded
while we were there. One difficulty with the operation of the bunkers
is ‘the fact thot the gecrs for opening end closing the getes when

loeding vessels are too high a ratio to move the gates vhen the full
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weight of the ore is against them. New gears are being pleced on

three or four of the gates o~nd plens have been made for chenging all
the gears to facilitate loeding. 'e mere served lunch at the head-~
querters of Morrison-Knudsen in Vitorie and left Vitorie in two treck
insnection cars, run rith gasoline motors, traversing some 80 miles of
the Vitoria-kines track to Colatina wherc we errived at 5:00 PM. fin
obsolete British rule on the railroad requiring every pessing car to
stop at every stotion slows up traffic. fuch improvement of the road-
bed hes been cccomplished. Hew hallast has been put in, some curves
eliminated by cut and £ill, and the grade hos been improved. It is

a2 meter geuge track. In many places an entirely ner right-of-way

hes been cut through the steep and precipitous hills., The terrain

is very difficult. At Colatina we inspected work being started which
will imrrove the trock beyond. A new bridge was being installed at
Colotina, The vork is being done by Morrison-Knudsen., Reconstructing
this railroad is retarding the shipment of ore from the mine as the old
track has to be used for much of the veoy. e boerded & special train
provided for us at Colatina anc¢ procecded up the Vale do Rio Doce.
During the night we nessed through iimores and Govermador Veladcres.
e stopped the following morning to inspect the site for a hydro-
clectric plent to supnly power for an elloy stesl mill to be con-
structed 5 niles eost of Drummond., The power plont will be locerted
on the Piraciccobc River at a point where @ head of 110 meters is
evnileble. Lt Drummond we noted ore cers on the siding filled vith
beans although we scywr no ears actunlly hauling iron ore. Ve noted

new box cars, whose trucks end running gesr were sent from the United
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States, the boxes being built out of Brazilisn wocd. “e did note some
pig iron frow the Belge Minera plont ot Honlevade being trensported.
Fron Drummond to Itabire (no~ celled Presidente Verges) ocur trein
traveled over the originel roacbed completed in 1943, which hed a
stecper grede then any treverssd thus fer. This ssction of the road,
because of the difficult terrain, is not suscentible to much improvement.
The bridges along the Vitoria-iines reilway are 11 tons whercus the
locomotives being used are 12 tons. It wos explained thet this situstion
is not too dengercus in view of the safety factors alloved,

Te arrived ot It@bira ot 11 AM on the morning of the 15th =nd were
driven to the stoff house at Conceicao, originally huilt by the British.
It is o picturesque hacienda type of structure ~ith a becutifully land-
scened garden and a clear pool formed by camming the mountcin stream.
After lunch, iir, Whitechead, the Americsn Supcrintendent of the mine, and
Yr. Gledding conducted the perty by motor to the new reservoir which
they are constructing to orovide potable rater for the uining caump,

Then we were driven up the beautifully constructed road encircling

Mt. Caud to its peak wherc the mining operations are being carried on,

It is on unbelievable sight to see a 4,000-foot peak consisting entirely
of an outcrop of hematite ore averaging 68% iron. There is no overburden
near the top, the ore being mincd merely LY ledging and drilling slab
holes which break the ore ccusing it to fall to the ledge below where

it is shoveled into wooden chutes fron which trucks cen be loaced at

the next lover ledge. The whole operation constitutes an cxcéedingly
simple and relatively inexpensive mining opcretion. Thus far, 45 feet

of the neak of Ilit. Caudé hes been reroved. From the point that the trucks
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load to the point where the crushing plent will be built is probobly

o distance of 2 miles along the road encircling the mountain. From the
crushing plent, the ore will be moved by belt to the storage end railwey
car losding bunkers. The belting and steel supports are in storage at
Itabira awaiting instellation. Some of the 20-ton BEuclid trucks for
noving the ore are in Itabira.

Mr. Whitehead, superintendent of the mine, is an fmerican engincer
formerly with Phelps Dodge Copper Corporetion in Arizona and later in
the Philippines. He is con cenergetic and intelligent individual who
scens to be using his ingcnuity in improvising &s best he can —ith the
equipnent he hes 2t hand, He seemed cncouraged as he said there had
been indications of riore suyport for the enterprise recently. He
estimated that the ore reserves in Itebirs emount to 40 nillion tons
of hard high-grade hemetite averaging 68% in the first lens which
cuterops at the top of the mountein. Below thet there is a layer of
overburden hich is not -aste but aversges 48% iron which commares with
the aversge grede of iron ore on the Mesabi Range in the Stotes vhich
has been running epproxinetely 49%. Below this overburden there is
enother lens of herd hemctite as high-grade as the first outcrop.

The totel ore ruserves are estimated to be 40C million tons. He bas
confirmed thie estimate, which was the original British estimate,
through recent development work. Furthermore, there are several
outcrops of hemetite 100 kilometers to the south of Mt. Czud., He
nceds parts for his trucks and the crushing plant equipment, the
latter to reduce the size of the chunks of ore vhich have been cre-

ating difficulties in loading at the bunkers at Vitoria. The rining
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cam» is well equinped with mcochine shops, carpenter shops, etc., and
hes underteken @ lcorge company housing developrent which from the
pertially completed houses we inspected secmed to be well conceived
rnd Oracticzl, Mud huts with thatched roofs cre supplied the workers
trithout cost as are some small nemly constructed brick houses with tile
roofs. One pump and toilet facilities are furnished in the open for
each four of the workers' houses. The houses being constructed for
the foremen and staff will be supplied with modern senitary facilities.
A nev company store is in the process of comnletion., The railyards
secmed adecunte., Mr. Whitehead and his staff scemed to be naking
cvery effort to convert Itabira into a nodern mining camp,

FHuch remains to be done before the iron ore cen be shipped in
guantity to the coast, Coﬁstruction of the crushing plent, instellation
of the belt to convey the ore from the crusher t» the bunkers, com-
pletion of the bunkers and installation of railvay car loading equip-
ment constitute the »nrincipel major factors -wwhich should receive
immediete attention at Itabira. Completion of the improvement of
the Vitoria-Minas railwey is essentizl to movement of the ore in
quantity to Vitoria. At present, Mr. Whitehead reports shipment of
200 to 300 tonms per day. At the peak 750 tons were shivped, but the
construction work on the railwey has reduced the present capacity. U
hopes that it will soon be possible to ship 450 tons per day. The
vhole project is o bold and romantic venture which some day should pey
out its cost. The key to the situation undoubtedly will be obtzining
proper end efficicent maragement of traffic on the Vitoria-Minas reilway.

The nining problem is relatively sinmple.
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On Yednesdny morning, October 16th, tho party left Itebira in
notor cars at 8:00 Al driving 120 kilometers over tortu.us mountain
ro2ds to Belo Horizonte the caritel of the Stete of Minas-Geroces,

The country was rclatively uninhabited end coneisted of steep-welled
iounteins and jungle with occasioneal clearings with small croups of
rud huts. Yhet ferming there vas was similar to that we had noted
in the Rio Doce Valley and was reminiscent of mountein ferms in
Tennessee and Kentucky. The pastures were almost verticel and ceeply
eroded. They mere grazed by zebu catlle and small mules end horscs.
Trensportation of the natives is by mule cart, horseback, oxcert or
pack train. The horses are very small and the mules, resnlting from
their cross with donkeys, are hercdly larger then the burros in the
Western states. MHowever, these smell rules are an invalunble asset
in Brazil, being used much cven in the lerger toms.

The Vitoric-Minas railwey, inadequate 28 it is for heavy traffic,
is a remarkeble achievenent vhen onc realizes thet it wes carved out
of the hillsides ori_ inelly without modern equipnont - gerely by the
aid of these srizll mules and hand labor,

Ve suddenly ceme out of the jungle intc the swmell tovm of Ceetd.
We saw lerge, tiled roofs of ancicnt factory buildings from which smnll
ore cers hauled by rules were emerging. It was a firebrick factory
which Dr, Pimente advised us had been in the fanily of Dr. Pinheire,
forrmerly Manoging Director of Rio Doce, for four generations. At the
entrence of the factory, a long line of Brazilien girls were carrying
20-pound completed firebrick on their heads from one shed tc the other.

Inside, the crude presses ere operated by young girls. The kilns
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were fired entirely with wood, as are all the stecam locomotives on
Brazilian railways.

¥e also inspected a castiron pipe factory owned and operated by
the French near the towm of Cecté.

We arrived at Belo Horizonte at noon where we were met by Sr. Lobao
of the Centrazl Railwaey and Sr. Baruto, an engineer from the Companhia
Vale de Rio Doce vho wes most helpful to the party throughout the
belence of the trip. After lunch we were driven around the torm which
was established only 40 years 2go as the cepital of Hinas-Geraes. It
has been carefully plenned, being separated into an industriel zone there
new industries are invited to establish themselves, a rcesidontial zone
and & recreation area, and hes fine boulevards radiating out from the
center, Electric ypower hes been supplied for the industrial zone in
which there is a Portland Cement factory. The recreation area consiéts
of en artificial lake about 14 miles around :rith a nndernistic yacht
club, a garish modernistic church which looks very much like a cemouflaged
airplane hangar, end which the Bishop hos refused to consecrate, end an
eleborate brand new casino vhich was closed shortly after completion.,
The press was very active at Belo Horizonte and eager to get our
reactions,

That night we boarded a special train provided for us by the
Central Railwey to Barra-do-Pirai.

On October 17th, we arrived at Lafiete at 7:00 /! end inspected
the plant of Santa Mathilde, Ltde., which menufectures railwey cars.

Te wore joined by Sr. Hollanda, one of the officers of the company,

vho conducted us through the shops where they were neaking box cars
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out of native Peroba wood. Peroba is 2 hardwood which grows to grest

sizc in the jungle. The boxes ere made in the shop and mounted on
trucks and running gear sunplied from the United States. They are
wroducing four cars a day. They operate their own savmill in the
shops. It is a Brazilisn ovmed company and has been operating for some
20 years. Sr. Montmor is the manager. The cars which they are con-
structing now have steel framerork whereas they were formerly con-
structed entirely of wood. The Peroba lumber is brought from the
Vale do Rio Doce. From Lafiete for a distence of some 80 miles the
Central Railroad is underteking e major reconstruction job reducing
its mexinmun grade from 2% to 5/10 of 1%, smoothing out the curves
and thereby materially increasing the capacity of the reilroad. As
a result of this work, therc will be 70 miles of new road with a
constant compensated grade of 1% south of Lofiéte.

£t noon we stopped et Barbecena for lunch and saw a large textile
factory.

Proceeding southviardé we passed through Juiz-de-Fora vhere 80
industries are located, including textile, shoe and mmitions factories.
It is the second largest city in the Stete of Minas-Gerses. Lt Barre-
do~Pirei there wes a long stop. Sr. Lobao of the Central Railroad
seenied very uuch concerned. He finally broke dowvm and told us that
the long expected had happened - the locomotive had jumped the track.
To relieve the situation, he had the porters serve us promptly with
coffee. In order to get us on our way, the steam locomotive was
discerded and & diesel-clectric suumoned from the nearest station.

We arrived at Volts Redonda 2% hours late &t 10:00 PM where we were
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met by Mr., Korb, the General Superintendent, end other officials of the
company who had an elaborate dinner waiting for us at the guest house
vhich is situszted on a knoll overlooking the steel plent. It was a
nagnificent sight to look down on the mill at night and see this mirecle
of modern enginecring skill in full operation.

i very weary party entrained once more at nidnight for Sao Paulo
where we errived at 10:15 AM on Fridey, October 18th. We had 45 minutes
to check in at the Hotel Espleanada and get beck on a special train on
the Paunlista Reilroed for en all day inspection trip. The party was
taken in hand by Mr. Cecil Cross, Consul General of the United States,
who hed arranged everything for us in Seo Paulo. We were joined on
the train by several Sac Psulc business men, including Alberto Byington,
Dr. fAssis Ribeiro, a represantative of Genersl Electric, ¥r. Hedjhroner,
cnd Dr. Cintra who was our host and is General Manoger of the Paulista
Reilroed which operates out of Jundiahy vhere it connects with the
Szo Paulo Railway. The Pauliste has a syster extending 1600 kilometers.
Our train ran over the Sao Paulo Railroad track to Jundichy and then
switched to the Paulista track. The Pauliste Railroed is privetely
operated end is a great contrast in every particuler to the sloppy
operction of the government-onerated Central Reilrced. The rosdbed
of the latter is very poor. Fishplates and bolts connecting the
rails were found to be more often locse than tight. Derazilments are
a daily occurrence. However, on the Paulista Railroad the rails are
secured to the ties by speciel clamps, each with two screws instead
of snikes. Between the rails and the ties is a smell piece of snecial

plywood which serves as a cushion. The grade is compensated on the
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curves, the bellast is ectually washed semianmuelly, the rolling stock
is in excellent repair, and Americen railroad equipment would suffer by
comparison with the immaculate clecnliness of the under-carriages of
the cars. The Paulista is going in extensively for the welding of
rail joints. We were given the opportunity of inspecting the rail-
welding shop at Rio Clero. One would go fer to find 2 railrozd
coneration which was more efficient. The railroad conducts an appren-
tice school for mechanics where the sons of Peuliste workers are
selected at the age of 14 to learn skills under expert guidance. The
boys cven make their own tool kits and at the age of 18 are eligible
to go into the company shops. One official hastened to tell us thet
the system was entirely democratic in that the boys had no obligation
at the age of 18 to stay with the compeny other then e moral obligation.
At Rio Claro the Peaulista officisls drove us by motor through the
30 squere mile Bucalyptus nlentetion. The Eucalyptus is not indigenous
to Brazil but has been planted because of its rapid growth, primerily
for the purpose of supplying fucl for the steesm locomotives, snother
indication of Brezil's lack of coal, The trees are carefully nurtured
and are cut at the age of six years., There is a museum on the plantation
containing results of the company's experiments with BEucalyptus for other
purposes such as furniture naking, obtaining of Eucalyptus oils, menu-
facture of o0il of citronella, and many other items which can be made
from the different verieties of Eucalyptus. The perty was invited to
ride on the front of the big diesel~electric locomotive where we h=d an
excellent opportunity to observe the perfection of the roadbed and the

banking of the curves vhich rendered it unnecessery for the train to
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glo~ dorm in taking them. We observed lerge coffee plantations along
the reilroad, Much of the nay load hauled by the railroad consists of
agricultural products.

Vie arrived back at Szo Psulo at midnight.

Mr. Dee Jackson, who is Rio representetive of the American Inter-
nationel Asscciestion for Economic and Socizl Development sponsored by
Nelson Rockefeller end operated on & non~profit besis under the Rocke-
feller Foundation, accompanied us on the trip over the Peulista Railroad.
He informed us that this Rockefeller Association has undertaken three
projects thus fer in the agricultural field in Brezil. The first of
these projects is to encourage the use of hybrid corn in order to
inercage the corn crop, In the United States, only 12% of the crop
was fornerly hybrid corn, whercas it is now 70% and the U. S. corn
crop has been greatly increased thereby. In encourcging this in
Brazil, Mr. Jackson is working through the Brazilian Ministry of
Agriculture ond is very much encouraged with the progress being nede.
The smecond project is to inmprove the breeding of hogs vhere there is
mich room for improvenent. The Brazilion hoge ere of a very poor type.
The third projcct is one of esteblishing health clinics for the vives
and femilies of Bragilien farmers. Mr. Heilbroner, & retired businessman
in 8as Paulo who is also vworking —ith the Rockefeller Lssocistion,
accomprnied us on Friday and Saturdey. During the trip Mr. Jackson
prointed out a cotton seed oil plant onerated by Svift and Comnany,
vhich is opersting on 2 lnrge scale.

On Seturday norning, the 19th, the party bosarded a train on the

Sorocebana Reilrosd. Mr. Durval Muyleert, in charge of electrificetion
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.0f the Soroczbana, accompanied us &s dicd several of those who had been

+7ith us on the Peulista Reilroad the previous dey. Substantial w»rogress
hes baen made in clectrification of the Sorocabena and the roadbed,

the treck end the equipment though not of as high quality as that of the
Paulista, was definitely superior to that of the Centreal Railroad. The
party returned to Szo Paulo at noon and Hr, Kertin and Mr. Sherwood,
accompanied by lMr. Cross, the Consul General, and Messrs. Byington,
Senior and Junior, attended a livestock show during the afterncon., It
was & cclorful zffair at up-to-date show grounds in the City of Sao
Paulo. There was a delay of nearly twc hours in the starting of the
show due to the fact that the train bringing the Minister of Agriculture
from Rio on the Central Railroand was derailed. In cddition to the
Brozilian national anthem, the band pleyed the "Star Spengled Banner! in
honor of the visiting fmericans. It wes also significent that "God
Bless Lmerica" ves played scveral times, #r. Cross expleined to us that
this song hes token 211 through South inerice and has practically become
an international enthen.

The show itself wes perticulerly interssting in that very fine
specimens of beef cnd doiry cettle sud horses were exhibited. Although
the zebu cettle are the primary source of beef in Brazil due to the
fecet that they are more tick resistant then other breeds and are the
only breed which has sveat glands in their skin which mekes it possible
for then to withstand heat better than other breeds, it was surprising
to note thet they are also introducing typical Americen breeds such as
the Hereford, the Durhem, and the Browm Swiss of the beef tynes, and

the Guernsey, Jerscy, Holstein, and Ayrshire of the deiry breeds. The
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show closed with a demonstration by seversl hundred sgriculturel students
who marched in in blue coveralls with rakes and hoes on their shoulders,
sonc pushing cultivators and others driving tractors. The tractors were
all £llis-Chalrers. Ve were informed thaet the Ministry of Agriculture
hes underteken an extensive progren of training young agricultural
workers in modern scientific methods. Having observed oxen ploughing
with.wooden ploughs in the intcrior, we viere convinced therc was much
roon for imnrovement in agricultural technique.

On Sunday, October 20tn, the party traveled over the Sao Paulo
Reilrosd to Santos by special train., Due to the fact that there is a
difference in elevation beteen Szo Paulo and Santos of 2500 feet, the
trein hes to be attrched to o cable in order to descend the stuep
nountzinous terrain, dropping 790 meters in 11 kiloneters. The descent
on the ceble is in five successive stages. The cers and the loconmotives
are atteched to the cable. It is a remerkeble engineering feat constructed
by the British. This particular section has a rainfell of approximately
200 inches a year and the danger from landslides hes been overcome by an
elaborate systen of rctcoining -2lls, terreaces, and culverts., One tronders
vhy vith all of the potential uster poer, the loconatives and the
engines running the druns which wind the cable are wood-burning. The
feo Prulo Reilroad has just been acquired frem the British, and the
decision is pending as to whether it will be operated by the Brezilian
Government or turmed over to o private roilroad compeny. The busincesse
nen of Sao Paulo seemed to be uneninmous in hoping that it will be nlaced
under the mensgement of the Pruliste Reilroad.

Mr. Cress and Mr. Byington, Jr., acccmpehied us on this trip, and
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the Vice Consul conducted us eround the port of Santos. Unfortunately,
it was Sunday end the port wes not operating. However, he inférmed us
that there were 47 ships in port. One of the main exports from this
port is coffee, and an elaborate loading mechenisn is installed for
transferring the coffee from reoilvay car to ship with a minimum of
hand labor. It consists primerily of o system of conveyors running
from menholes in the street where the coffec is dumped from the cers.
The port with its present facilities is capeble of handling 25,000 tons
of cargo a day. It appemred that the docks could be extended a mile or
80 if necesscry. There is an excellently protected harbor, and it is
the sceond largest port on the East Ccast of South Americr, Buenos Lires
being the first., Howsver, the port of Sentos is a hottlcneck due to
the difficulty of transporting discherged cargo inland. The only outlets
by rail are the cable reilvay described cbove whiéh hes limited capescity
and a round-about railroad operated by the Soroecabcna. There is a
gpectacular, serpentine rocd between Sontos end Seo Paulo. A new truck
road is under comstruction 2ond will be completed within onc yezar. This
will undoubtedly help to relieve the congestion. Another factor con-
tributing to the congestion is the fact that sterege is checner at Sentos
then at Seo Prulo, and meny Sac Peulo nerchants elect to leave their
goods in Santos until they are ready to dispose of them. In addition to
the full verehouses in Sant»rs, we saw large quantities of railroad
equipnent stacked in the open.

The perty returned to Seo Paulo at 5:00 PM.

On Monday, the 21st, the party attended a2 luncheon of the American
Chamber of Commerce of Szo Paulo arranged by Mr. Cross. The luncheon

narty consisted of a smell group of 15 or 16 Sao Paulo businessmen, and
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the luncheon was followed by en informal discussion led by Mr. Mertin

in vhich he expleined the generzl relationships of the Internctionel

Bank and the BExport-Inport Bank -iith particuler emphasis on the fect that
the former is assuning the major reconstruction lending responsibility.

Mn iten in one of the Sao Paulo neners had stated that the Export-Inport
Bank mission hed come to Brazil for the purpose of buying ferms end
industrisl plants. We had been harassed a2t the hotel with offers of farms,
and we took the occasion of the Chamber of Commerce luncheon to announce
that the Export-Iuport Bank delegrtion hed comc to Bregil for other
DUrposes.,

In the afternoon Mr., Cross drove us eround Seo Paulo and shoved us
the Seo Peulo airport. The air was full of plones trying to land ond
trying to take off, end it arpeared that the airport facilities were
vholly inadequate. The runvey is not fully voved end consists mostly of
grass cnd dirt. The eirport terminnl is a smell structure, end the vhole
airmort appesred to be wholly inadequate for the traffic which it is
attempting to handle. We were informed that the airlines are carrying
nany nore passengers between Saoc Panlo and Rio than is the Central
Railroad, Due to the difficult end crowded conditions of the airnorts
at Rio, it would appear that an alternate airnort at Sac Peulo cepable
of handling the large BC-4 trans»orts 1s ncelel. Later in the afternoon
Mr. Martin, accompcnied by Mr. Cross, Mr, West, end Mr., Sauer, accepted
an invitation to visit the Sao Paulo stock exchenge and cotton exchenge,

The narty left Sao Paulo that evening on the "Cruzeiro ds Sul" which
is the crack trzin on the Central Railrosd, for Rio. This wes the only
stecl trgin on which we rode vwhile in Brazil. The cers, furnished from

the United States about 20 ycars ago, appeared to be in good condition,
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although the roadbed was very rough.

Chapter III

On Tucsday, October 22nd, ve arrived back in Rio at 9:00 AK zad
checkad in et the Gloria Hotel once more. £An informal conference wes
held in the hotel attended by Mr. West and the other mcubers of our
narty. ¥e discussed a2 copy of the letter of intent from the Brazilien
Government which had heen received during our abscnce from Rio &and ¢
cable indicating that Mr., Clayton and Lmbassador Pawley considered the
lettor mnsatisfactory. Mr. West nointed out thet in our comiunication
to the Brazilisn Govornment we had asked for 350 million cruzciros to
complete the Rio Doce project and that in the letter of intint the
Governuent of Brazil stated by inference that it was requesting en
allocation of 450 million cruzeirocs in addition to the 50 million
cruzeiras cllocated in September of this year. Mr. West nointed out
that if the Brezilion Congress granted such request, siore money would
be wmede aveilable for the completion of the project by the Brazilian
Governnent then we had requested. Mr. Sauer ssid that the letter,
thiough anmbiguous in some respects end nceoded clarification as to the
amounts involved, wes probebly all that the Brazilian Government could
do et this time; that is, thrt the government had to nredicete its cesur-
ence on action of Congress. Mr. Test stated that it hed been estimated
thet 350 million cruzeiros —ould be reguired to comslete the »roject end
in his opinion, 500 nillien would be sufficient. lir. Viest nointed out
further that the Benco do Brasil ves committed to provide 30 million

cruzeiros &t the rate of 5 million cruzeiros a month for six months,
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vhich would be inadequate. Mr. West also suggested that the situation
might develop, if the Brazilien Government put in the cruzeiros stated

in its lctter of intent, whoreby therc would be a deficiency of dollars
vhich could result in the withdrawal of the Morrison-Knudsen contract,

vith consequent slowing u» of the work b reverting to the old basis,

Hr. Sauer pointed out thot it was necessary that sometiaing bhe done to
imploment the letter of intent. At the conclusion of the meeting, it

was decided to postoone further discussion rending the meeting which had
bcen arranged with Mr, Daniels, Chargd d'Affeires at the American Embassy,
that afternoon., Mr, Whitcomb reported that he hed looked into the proposed
Sorocabana State Reilway Credit and had obtained the opinion from rerutable
ncople in Seo Peulo that the State of Sao Paulo was & better guarantee then
that of the central government. He olso renorted on the exehenge assur-
ance problem whifh had neen transferred from the Bsnco do Brasil to the
Supcrintendencia da Moedr ¢ do Credito of the Netional Treasury.

In the afternoon, Martin and Sherwood edited a draft furnished by
the American Chamber of Commerce of Rio of Mr, Martin's remarks at the
occesion of their luncheon on October 1lth, while Mr, Saver and Mr.
Whitcomb visiteld Humberto Moletta at the Benco do Brasil, ccncerning the
Bessa matter.,

At 3:30, Martin and Sherwood met Mr. Sauver and Mr. "est at the
Americen Enbessy for a mceting with Paul Deniels, Chergd &'Affeires. Mr.
Brocks and Mr. Clzrk of the Embassy steff were olso in sttendnnce., WMr.
Daniels produced a file cf cables which had been reccived from Tashington,
including e peraphrase of lMr., Gaston'!s cable reporting the ection of the
Board on the Rio Doce matter at its specizl meeting held on October 18th,

It wes the consensus of opinion of the group that this telcgram made it
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clear that actual appropriation of funds for Rio Doce rather than a mere
letter of intent was a condition to the establishment of any further
credit for Brazil. Mr. Daniels also revorted that Ambassador Pawley
had held a half-hour telephone conversation from the States with
Foreign Minister Gracie indicating that the letter of intent was un-
satisfactory and insisting that any statement concerning a reference
to the Brazilian Congress be eliminated from the letter. It was thought
by those present that Mr, Pawley's suggestion did not meet the issue
involved since the government could not act without the aporoval of
Congress. Mr. Daniels then showed us a cable he was preparing as a
result of his discussion with Foreign Minister Gracie following the
Ambassador'!s telephone call in which Mr. Daniels pointed out several
facts in the situation which would indicate that the letter of intent
was in many ways satisfectory end possibly es far as the Brezilian
Government could go at this time.

After considerable discussion, it was decided that it would be
advisable for Mr. Martin to have a talk with the Foreign Minister and
pay a courtesy call on the new Minister of Finance, Sr. Castro. Mr.
Daniels arrenged the meeting with the Foreign Minister for Thursday
at 12:00.

The question was also raised es to whether Mr, Martin should meke
a general stetement to the press before leaving Rio. It wasrsuggested
thet this be teken up with the Public Relations Officer at the Embassy.

On Wednesday, October 23rd, Mr. Martin and Mr. West attended a
meeting of the Board of the Companhie Vale do Rio Doce. Dr. Pinheiro,

though not a member of the board, wes in attendance.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



Digitized for FRASER
http://fraser.stlouisfed.org/

- 30 -

Mr, Saver, Mr. Whitcomb, and Mr, Sherwood cttended a luncheon given
by Mr. Brocks of the Embassy for Sr. Vicyre hiachoado, Superintendent of
tioney and Credit in the Department of the National Treasury. Sr. Mechado
secmed to be a forthright individuel who welcomed the ovportunity to deal
directly with the Bank on the exchenge assurance problem. He had given
Mr. Brooks & letter addressed to the Bank, acceding bo the Bank's proposels
for a special register of exchenge requirernents for servicing Iximben
loens,

Mr. Mortin ond Hr. Vest attended a luncheon given by Dr. artur Souza
Costr, Cheirman, House Finence Commaittec. The others present a2t the
luncheon were:

Dr. Israel Pinheiro, forrer President CVRD, now menber House

Fin~nce Comnittee

Sr, issis Chateaubriend, Newspaner Publisher

Sr. Walter Moreira Sﬂlles, Director Beneo Moreire Selles S/A

Sr. loracis Lofer, Majority Leader of Brazilien 1 suse of

Representatives

On Tednesdey afternoon, Mr. Hortin, Mr. Szuer, and lir, Shervood
—ent sailing on the "Vendavel", a 60-foot yarl oned by Sr. Jose C.
Pimentel Durrte. This diversion had been arranged by Mr. Hollende of
the Sante Methilde, Ltde. Mr. Hsllende hed cecompenied us on part of
our trip. Ve seailed through the harbor and out into the ocesn znd had
& delightful afternoon.

Mr. Vhitcomb intervicued Mr. Vaughn of feather flover feme ~nd
nthers during the afternoon.

On Thursdey norning, October 24th, our last dey in Rio, Mr. Meriin

had a privote talk with Col. Macedo Sacres at the Gloris Motel. Col.

Soares had been repleced by Sr. Pestonhe as Minister of Transnort while

we were on our trip through the interinr. At 11:30 Mr., Martin and
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fir. West joined Mr. Deniels at the dnericon Embassy and went from there
to call on Foreign Minister Gracic.

At noon the entire party, including ir. Test, nttended a forewcll
luncheon given at the Jockey Club by Officers and Directsrs of the

Compehhic Siderurgice Necional, Dr. Cscor Veinschenck, Vice-President,

&

Sr. frmendo Videl Leite Ribeiro, Director-Treasurcr, Dr, Peule C. Hartins,
Techniealdl Director, and Col. Mecesdo Soares wwere prescat. Dr, Weinschenck
read a stotenment giving full credit to tihe Export-Imnort Benk for the
part it hed playe? in making it wossible for the steel mill ot Volte
Redondn to becone & reality. He cxpressed the grect apnreciction felt
by Braziliens £ r the assistence which the United States had rendered

an? expressed gratitude to Mr. Mertin and the other nembers of the party
for having cone to Brazil to see the dedicntion of the steel nill, and
for the interest =hich they hrd token in the robleis focing Brazil. He
ex;ressed hope that this type of cooperction -ould continve. ir. Kartin
nede an oppropriate reply expressing appreciztion for the courtesics and

assistonce rendered by the cfficers and directers of the stecl compony

" in ncking it possible for us to poin as much first-hend information as
i

possible about what Brazil is doing towerd industrial develosnent, He
stated that the steel mill et Volte Reilondr mas a megnificent sachievenent
ané thet the Expord-Import Bank is proud to heve narticinuted in the
enterorise. Toasts rvere pronosed by ifr. Scuer and iy, Shoertaad t2 the
success of the stecel mill and to the continucnce of United States-
Brazilian conperetion.

At 3:30 iir. HMortin, Mr. Doniels and Mr. Uest cclled on Mr. Corroa
e Castrs, the Minister of Fincnce. lr, Mertin hcs subnitted o sejoarcte

wenorandunt to the Board covering these conversations.
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Mr, Ssucr and Mr, Sherwood worked on » statement for the press Gquring
the efterncon and later ~ith Mr. Mertin, ettended a farewell party ct
ir. Prul Deniels! house. Mr. Sherwood geve the statement for the press
to #r. Deniels €5 be issued by hin, in his discretion, anc in the cvent
thet the interest exhibited by the press throughout owr stey in Breszil
uiede it cdvisable for a generel statement to be mede by Mr. Mertin on
his departure.

On Fridey morning, October 25th, the party left Ris from Galiheo
airport ot 9:00 Ak in & Pon fmericen DC-4 which hed to return to Rio efter
an hour's flight due to an oil lesk in No. 4 motor. Encrgency repeirs
wore nede ot the nirport, end we took off cgein a2t 11:55 M, stoowming =t
Beler, Port-nf-Shein, Son Juen, cnd arriving et LeGuardia Field the

folloving day, October 26th ot 3:00 PM.

Chonter: IV

The narty wos unanimous in ~rriving at the conclusion that the
sutstanding problem confr-nting Brazil, ~nd the one demending the
highost priority, is thet of tronsportetion, 7ithout cdequate trons-
portation in tho Vale 2o Rio Dace, the vast deposits of iron ond other
mincr~ls cannot be develoned end noved te the scosbserd in sufficient
quentities to constitute profitable oneration., Likevise, the lock of
ndeguate transyportation in the vast region behind Sac Prulo urovents
the large quantities of agriculturcl products, including besf, fron
being moved in sufficicnt quantities to the large centers where there is

a deficiency of food for the genercl ponulrtion. Rin is enjoying three

meatless days o week with large guantities »f hecf cottle locked in the
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interior. It would anpear that the two avenues to the interior are

those just mentioned, the Vale do Rio Dsce and the hinterlend of Sno

Rio is 2 relatively isslated city on the seaconst, hemwed in by
pountsins.  Sao Paulo anpears to be the center of real busincss activity
and will undoubtedly develop rapidly if prescent efforts to solve the
trensortation problem betveen it ond the port of Sentes are successful.

HUoviever, there is onc disturbing fuctor in Brazil's eporoach to this
trans; crtetion problem. One sees construction on a bhroad highway leading
out of Rin with no gerticular purnese, while the moncy spent on it should
be sufficient to pave the highvay between Sao Pauls and Rio, vhich vould
censtitute @ much needed link between the two largest citics of Bragil,
narticularly in view of the bad econdition of the Central Reilrosc link-
ing the two cities and the inadequacy of the sirnort at Szo Prulo,

One cannot help but wonder if Brazil is not, in & sensc, attompting to
skip the normal nhese of cnustruction of railroads end highvays by
2lunging into the age of cir transportotion. Fowever, iron ore ond
other hecvy praducts, now lockad in the interisr, con be moved to the
sen only by railroed,

Onc is also disturbed by ¢ similar impression thet Braziliens wmey
be attennting to skip the phase of cariculiural developucnt and trying
to plunge inty « highly industrialized ceonony. In other vords, Brrzil
gives the impression of beinyg a nev democracy relieved from & reglime
which hod become increasingly iictaﬁorial, full of cnergy ond resource
but confused as to dircction. Brazilians are f£illed witl nationesl pride
and ore determined that the resources of the country shell be develoned

under Brazilian and not foreign contrel. Sincere and real friendship
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for the United States is everyvhere in c&idence. Bragilians desire

to have the benefit of techmical assistance from the United States,

but they will resist control by United Stites interests or thosce of
any other foreign power, particularly those sesking to penetrate from
the South and frow ecross the sec, There is @ fecr that, if assistence
and cooneration from the United States should Geclinc, Brazil might he

foreed to lean on one of these alternatives. Brazil has the immedicte

1}

Jroblem of combatting an extremc inflation, and it ould scem thot the

-~

country would henefit if there were some central banking system siuviler
to the Federsl Rescrve System in the United States. The situction is
aggravated by the tendency of the Brazilians to invest their money in
renl estate and lerge modern buildings, suck as the aportment houses

in Rio, which =are less needed ot this stage thon better transportetion
freilities ond basic industry. There should be scme means and inducenent
thereny Brazilisn capitel might be put into productive enterprise.

Next in importance to transportation is the nroblem of monagement
which is complicated by the desirc of Braziliens to control their ovn
develspnent projects. The bold venture #t V-lte Recdonds may vwell
srove to be the turning noint in the incdustriel devclooment of
Brezil if properly wonaged. Likewise, on completion of the relocetion
of treck and improveuent of the Vitoria-dines Rellroad, the success of
the vaole Rio Doce project, including the exploitation of Itebire iron
are, will depend primerily on the mencgement of the onerations of the
rcilrred,  Without proper control of traffic, adequate tonncges camnat
be moved,

Brrzil is a greet mericen nmerket. This foct is impressed on one
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both in the larger centers end in the interior vhere Americen weres
from cutomobhiles to berber shop cquipment are in evidence. £ Chevralet
ar o Pord sign in o sucll mud hut villege in the intericor is not only
o grent tribute to American onterprise, but is striking evidence thet
Brzzil is ¢ valueble outlet for preoducts of Amcricen industry.

Brazil is 2 coning country. One gets the imnression thet it is
o great colossus in denger of trying to l:arn to run before it tries
to welk, With the friendly cooperction of other netions, combined with
godd administrotion vithin Brezil, there cen be no doubt as to Brozilts

greot fubture. The resources and the energy cre there.

Sidney Sherwnoed
Sceretery
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