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November 9, 1983

The Honorable

Robert Carl McFarlane
Assistant to the President
National Security Affairs
The White House
Washington, D.C.

i - Ta
de e

Allow me to raise with you the question of
a credit guarantee scheme by the Commodity Credit Corporation for
the purchase by Brazil next year of up to 3,5 million metric tons
of wheat worth up to 500 million dollars. ThlS request was made
last September by Brazil, a traditional buyer of US wheat, in the
course of routine consultations with USDA. Imports of such mag-
nitude from the US would represent around 75 percent of total Bra-
zilian imports of wheat, which in turn would account for more than
60 percent of projected domestic consumption for 1984. Due to
disastrous floods in the south of Brazil in mid-1983, domestic pro-
duction was reduced to some 1,5 million tons.

My aides in the Embassy (in particular Mi-
nister Jose A. Medeiros) have been in close contact with Mr. Alan
Tracy and Mr. Melvin Sims in USDA and I have written to Secretary
of Agriculture John Block on November lst.

Since a decision has not yet been reached,
I thought I should now ask for your assistance in expediting a
favourable response to our request.

The matter is gaining greater urgency every
day as we are unable to find alternative sources of supply with
similar import finance guarantees in time to meet the market de-
mands. The responsible authorities in Brazil have already been
forced three weeks ago to suspend the weekly tenders for foreign
purchasing and, as a consequence, we are about to start drawing
from our very limited strategic stocks to avoid shortages at the
retail levels as early as next month.



As you are certainly aware, wheat products
are one of the most important components of the daily diet of
urban populations in Brazil, specially middle and lower income
groups, which are precisely those who suffer the harshest and most
immediate 1mpact of the austerity measures recently taken by the
Govermment in the context of our present balance of payments con-
straints..

. It is estimated that between the granting of
the credit guarantees in the US and the actual delivery of the
wheat in Brazil there is a delay of about 60 days. That is why we
have already suggested to USDA that, pending the 1larger sums
mentioned above for the whole year, the required credits for 300
thousand tons of wheat be granted in advance as an emergency Ieas-
ure in order to avoid a more serious disruption of supply in Bra-
zil, which, as you can imagine, would only add to the social bur-
den of the economic adjustment in the short rum.

We were made to understand that the IMF's
expected approval of the debt rescheduling package for Brazil
later this month would be a necessary, but not a sufficient, con~
dition for the US Govermment to take a favourable decision on our
wheat credit fequest. I was further informed that existing con-
cerns- within the US Govermment with budget implications of the
alleged credit risks involved would imply even longer delays. I
would hope, Mr. McFarlane, that those obstacles - if they indeed
exist - will be properly weighed by the US Goverrment against the
broader and more permanent interests of our close and lmg-lasting

bilateral relatlons_
W Ay e r-(é
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rgio Correa da Costa
assador of Brazil



POR NATIORAL ADVISORY COUNCIL National Advisory Council
USE ONLY NAC Doc. 83-394
November 10, 1983

Orrics OF
ASSISTANT SECRETARY )
FOR INTERNATIONAL AFFAIRS ‘%

MEMORANDUM

TO - ! NAC and Participating Agencies

FROM ¢ Robert S. WatsonW‘

SUBJECT: position Paper - Brazil Debt Rescheduling . i

Attached is the final text of the position paper for use of

the U.S. delegation to the Paris Club meeting on the reorganization
of Brazil's external debt.

The NAC poll on this paper will be conducted ‘at the Staff
Committee Meeti~~, Tuesday, November 15, 1983.

~CONFIDENTFAL ATTACHMENT
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Table I
BRAZIL
Dalamma Af PDrisacnda and '!?imncinp for 1002 £ 1024 Nakt Qohr‘i_cel
.J.J-J.aawl T
1983 1984
- Trade Balance + 6,300 + 9,000
Exports 22,300 25,000
. Imports -16,000 -16,000
: oil (-8,100) (-6,900)
Other (_71900) (-91100)
Services and Transfers, net - 3,600 - 3,600
[Exc. Interest Payments] [-10,400] [-11,429]
Current Account (Exc Interest) + 2,700 + 5,400
Capital Flows (Exc Amort) + 11,686 + 10,015
Direct Investmerit, Net 438 500
Foreign Banks 6,570 3,500
- Fram 1982 Commitments (1,515) (0)
- Project I, Net of Bridge (2,055) (0)
- Phase II Finance (3,000) (3,500)
Brazilian Banks _26 _0
Intercompany Loans 400 400
Internation=1 "ganizations 1,157 1,615
- 1ERD ~(800) (1,250)
- IDB (257) (265)
- IFC (100) (100)
Government Agencies & Suppliers 2,331 3,500
- Government Agencies (1,457) (2,612)
- Suppliers and Buyers (850) (888)
- Other (24) (0)
Brazilian Lending Abroad 2 -440 -600
Short-term Errors and Ommissions -896 =500
Gross Reserve Changes (—=increase) - 832 - 2,600
FUNDS AVAILABLE FOR DEBT SERVICE + 13,554 + 12,815

iper IMF (EBS/83/227 of October 19, 1983) unless otherwise indicated.

2Net ILending by and Repayments to GOB.

3Net EFF, CFF, and Buffer Stock Drawings (excluding charges).
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TABLE IIT

RRAZTT.: Tmeact Of Debt Relief
vouS Milllons)

1983 1984

I. Funds Available for Debt Servicel 13,554 12,815

IA. Recommended Adjustments to IMF Projections - 200 . ; - RRO

1. Government Agencies & Suppliers 0] - Sov

2. Trade Balance + 300 - 500

3. Additional Capital Flight - 500 0

IB. Funds Available, Adjusted Basis 13,354 11,965

II. Scheduled Debt and Debt Service 18,464 19,512

III. Ex Ante Financing Shortfall 5,110 7,547

IV. Net Relief from Private Creditors, 4,600 4,915

Project II (1983) & Phase II (1984) 4,820 5,350

Foreign Banks 4,324 4,490

M-T Loans (Line 1, Table II) 3,984 4,206

Suppliers Credits (From II-3c) 340 284

Brazilian Banks 496 860

M-T Loans (Line 2, Table II) 466 832

Suppliers Credits (Fram II-3c) 30 . 28

Corrections for Misclassificati of

Guaranteed Credits3 - 220 - 435

V. Remaining Financing Shortfall 510 2,632
[Combined Shortfall] [3,132]

VI. Anticipated Value of Official Rescheduling? 1,095 2,047

[Combined value] [3,000] I

THased on IF data, Tables I and II.
2rinancing difficulties in late 1983 are undercutting anticipated official inflows.
We also expect cutbacks in non-bank supplier credits and official finanace in 1984
y offset the expected $2.5 billion in official credit insurance and

gui 1rteed obligations previously listed as unguaranteed bank credits.
4For 1983, rescheduling of 33% of 7/31/83 arrears amounts to $49 million, and
rescheduling of 90% principal and interest payments falling due after 7/31/83 equals
$984 million. For 1984, rescheduling of 90% of principal and interest payments fall-
ing due equals $2,047 million.

LIMITED QFEICEAT USE
-—



7w ~mpreTAL TSR [ )|

Table IV

BRAZIL

PROPOSED OFFICIAL DEBT RESCHEDULING
External Debt and Debt Service by Creditor Country — Revised Estimatel
(SUS Millions)

Debt Caming Due Coming Due Total Comi e
- Outstanding Aug-Dec 1983 Jan-Dec 1984 - - 8 -12,
_6/30/83 ~ B T T B I T P I T

uU.S. t: 2655.4 205.2 77.8 283.6 456.7 160.3 617.0 661.9 238.1 900.0
Canada 598.8 90.1 24.9 115.0 206.7 43.4 250.1 296.8 68.3 365.1
Japan * 1500.0 157.0 100.0 257.0 250.0 120.0 370.0 407.0 220.0 627.0
Germany * 2200.0 60.0 50.0 110.0 200.0 150.0 350.0 260.0 200.0 460.0
U.K. * 1942.6 79.2 40.0 119.2 157.4 67.0 224.4 236.6 107.0 343.6
France 1182.8 67.8 40.7 108.5 145.4 79.8 225.2 213.2 120.5 333.7
Netherlands 6.8 0.8 0.1 0.9 2.2 0.4 2.6 3.0 .5 3.5
Spain 142.6 7.6 2.7 10.3 26.2 9.6 35.8 33.8 12.3 46.1
Italy 206.0 29.0 5.5 34.5 60.8 11.1 71.9 89.8 l16.6 106.4
Switzerland 47.3 4.3 1.3 5.6 11.3 2.6 13.9 15.6 3.9 19.5
Sweden 269.1 15.3 10.1 25.4 32.8 19.5 52.3 48.1 29.6 77.7
Belgium 20.0 2.2 0.5 2.7 4.5 1.3 5.8 6.7 1.8 8.5
Norway 1.3 0.1 0.0 0.1 0.5 0.1 0.6 .6 .1 o7
Austria 16.8 1.2 0.7 1.9 2.6 1.2 3.8 3.8 1.9 5.7
Portugal 5.0 0.0 0.3 0.3 0.6 0.4 1.0 .6 7 1.3
Saudi Arabia 22.3 0.8 0.6 1.4 1.5 1.1 2.6 2.3 1.7 4.0

Subtotal 10816.8 720.6 355.2 1075.8 1559.2 667.8 -2227.0 2279.8 1023.0 3302.8
East Germany 32.6 3.2 0.8 4.0 7.2 1.4 8.6 10.4 2.2 12.6
Hungary 7.4 1.3 0.2 1.5 2.1 0.2 2.3 3.4 4 3.8
Poland 23.3 2.4 0.8 3.2 5.3 1.5 6.8 7.7 2.3 10.0
Romania 36.0 2.1 0.5 2.6 7.1 1.7 8.8 9.2 2.2 11.4
Czechoslovakia 46.7 4.3 0.0 4.3 8.8 1.7 10.5 13.1 1.7 14.8
USSR 57.9 1.2 0.2 1.4 8.6 2.3 10.9 9.8 2.5 12.3

Subtotal 203.9 14.5 2.5 17.0 39.1 8.8 47.9 53.6 11.3 64.9
GLOBAL TOTAL 11020.7 735.1 357.7 1092.8 1598.3 676.6 2274.9 2333.4 1034.3 3367.7

90%

90% 983.5 2047.4 3030.9
EEL -

AQ 2 Nn N

ik

1GOB Data revised to reflect creditor country reports and related estimates.
tRevised data.
*Estimates based on partially revised data.

LIMITED OFFZCIAL USE
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Table V

BRAZIL

External Debt, Arrears and Debt Service Owed U.S. Government Agencies
($US Millions)

Principal Arrears as of Total Caming Due
Outstanding July 31, 1983 8/83-12/84
- _7/31/83 P I T B - I T
Direct Credits
AID ! 975.6 11.1 6.5 17.7 50.3 33.3 83.6
USDA/OCC/PLASO 62.0 1.8 1.0 2.8 22.9 3.9 26.8
DOD 20.4 0.4 0.0 0.4 20.0 1.1 21.1
Exim Bank 919.9 24. 7.3 31.3 205.9 119.9 325.8
- Public (805.7) (23.6) (7.1) (30.7) (139.2) (110.3) (249.5)
Subtotal 1,977.9 37.3 14.8 52.1 299.1 158.2 457.3
Guarantees
Exim Bankl 229.5 3.8 4.7 8.5 87.9 30.5 118.5
USDA 447.9 0.0 0.0 0.0 230.0 43.2 273.2
Subtotal 677.4 3.8 4.7 8.5 317.9 73.8 391.7
Est. Exim M-T
Suppliers Cdts N/A N/A N/A N/A 45.0 6.0 51.0
Total 2,655.4 41.1 19.5 60.6 661.9 238.1 900.0

IDoes not include Eximbank medium-term supplier credit guarantees. Also, Eximbank data is
Jul-Dec 1983 and includes loans with external guarantees (outstanding amount on 7/31/83
was $32.2 million) with maturities that should not be included under Paris Club.

BJ:11/8/83
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Table VI
BRAZIL
External Debt Service Owed U.S. Governmment Agencies
(Sus Millions)
Caming Due Coming Due Total Caming Due
__Aug-Dec 1983 Jan-Dec 1984 8/83-12/84
- 3 T T P I T g3 I T
Direct Credits
AID ° 12.4 11.1 23.5 37.9 22.2 60.1 50.3 33.3 83.6
USDA/CCC/PLA80 16.1 2.7 18.8 6.8 1.2 8.0 22.9 3.9 2.8
DOD 11.0 0.6 11.6 9.0 0.5 9.5 20.0 1.1 21.1
Exim Bank 74.0 39.1 113.1 131.9 80.8 212.7 205.9 119.9 325.8
- Public (47.5) (35.1) (82.6) (91.7) (75.2) (166.9) (139.2) (110.3) (249.5)
- Private (26.4) (4.0) (30.4) (40.2) (5.6) (45.8) (66.6) (9.6) (76.2)
Subtotal 113.5 53.5 167.0 185.6 104.7 290.3 299.1 158.2 457.3
Guarantees
Exim Bankl 21.7 6.4 28.2 66.2 24.1 90.3 87.9 30.5 118.5
- Public (19.5) (5.9) (25.5) (62.8) (23.3) (86.1) (82.3) (29.2) (111.6)
- Private (2.2) (0.5) (2.7) (3.4) (0.8) (4.2) (5.6) (1.3) (6.9)
UsDA 55.0 15.8 70.8 175.0 27.4 202.4 230.0 43.2 273.2
Subtotal 76.7 22.3 99.0 241.2 51.5 292.7 317.9 73.8  391.7
Est. Exim M-T
Suppliers Cdts 15.0 2.0 17.0 30.0 4.0 34.0 45.0 6.0 51.0
Total 205.2 77.8 283.6 456.7 160.3 617.0 661.9 238.1 900.0
- Public (28.6) (4.5) (33.2) (43.7) (6.4) (50.0) (72.3) (10.9) T83.2)
‘Does not include Eximbank medium-term supplier credit guarantees. Also, Eximbank « 8

Jul-Dec 1983 and includes loans with external guarantees (outstandings amount on 7, l
was $32.2 million) with maturities that should not be included under Paris Club.

BJ:11/8/83




THE WHITE HOUSE
WASHINGTON

Kathleen/Brian:

The original of the
attached was hand-carried
directly to The President
at Mr. McFarlane's request.

Wilma

Cvpe
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Y ) 5;\ EXECUTIVE OFFICE OF THE PRESIDENT

o
1 T
Wg OFFICE OF MANAGEMENT AND BUDGET
% WASHINGTON, D.C. 20503

December 2, 1983

FPus> —
MEMORANDUM FOR: ROBERT CMCcFARLANE
FROM: Alton G/u»ﬂ/.l\,Q_-———

SUBJECT: Seventh Replenishment of the International
Development Association (IDA-VII)

This is in response to your request for comments on Secretary
Regan's memo to the President of November 30 on IDA. OMB
strongly supports Treasury's recommendation for a $750 millioen
annual funding level for IDA-VII, a recommendation recently
affirmed by an overwhelming majority on the SIG-IEP, OMB
believes that this final negotiating position merits the
President's approval.

o The $750 million level is no breach of faith. It simply
confirms longstanding U.S. plans for IDA funding and the
repeated statements of U.S. negotiators of the firm intention
of the United States to go no higher.

o This level renresents little change from U.S. contributions to

the last two _eplenishments over the last seven years. The
United States provided $800 million annually under IDA-V
(1978-80), and has provided $772 million on average under
IDA-VI (1981-84).

o This level is entirely consistent with U.S. development
assistance strategy in which the development banks play a
secondary role to a bilateral aid program which has grown
substantially since 1981.

o Given likely tough funding decisions on domestic programs in
the 1985 budget process, an IDA increase would be
inappropriate. The Congress i1s unlikely to provide the higher
levels, and the increment over $750 million would simply be
applied to domestic programs in the congressional budget
process.

If the NSC staff proposes to recommend an increase to the
President, OMB beljeves that the issue should first be presented
to the Budget Review Board in the context of the 1985 budget
decisionmaking process.

(G N
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DEPARTMENT OF STATE 5(

Washington, D.C. 20520

December 6, 1983

MEMORANDUM FOR MR. ROBERT C. MCFARLANE
THE WHITE HOUSE

Subject: U.S. Funding for IDA VII

On December 5, the Greek Ambassador called on
Deputy Secretary Dam to deliver the attached note from
the European Community (EC). The member states of the
EC believe that the seventh replenishment of the
International Development Association (IDA VII) should
amount to $12 billion, and they view a U.S. contribution
of $750 million a year as gravely inadequate.

The President is currently considering recommenda-
tions from Secretary Shultz and Treasury Secretary Regan
on U.S. funding for IDA VII. Last week we asked that
you inform the President of the November 30 letter on this
issue from FRG Chancellor Helmut Kohl. I recommend that
you also inform him of this communication from the European
Community.

A

Charlie ‘Hill
Executive Secretary
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The member States of the European Community are

concerned that early agreen it should be reached on the
seventh replenishment of IDA, so that donor countries can
make the necessary budgetary appropriations to enable IDA
to begin committing funds at the outset of FY 85, i.e. from

July 1984.

In this context, while welcoming that the third
U.S. installment to IDA VI has now been released in full,
the European Community and its member states note that only
$ 945 million have been appropriated by Congress for FY
1984, leaving a ‘balance of $ 150 million. The European
Compunity and’its member states trust that this balance will

be released before the end of IDA's FY 1984.

A seventh replenishment of adequate size is essential
to the devélopment an& structural adjustment of the poorest
countries, which have limited access to commercial borrowing.
The member states of the European community wou%d regard a
replenishment of 9 billion dollars, predicated upon a U.S.
contribution of § 750 million a year with a U.S. share of
25 percent, as gravely inadequate to meet the needs of the
IDA eligible countries, particularly those in Sub-Saharan
Afri a. They are also concerned that there should bé equitable’

burden-sharing.

The member states of the European community are of
the view that the seventh replenishment should amount to
$ 12 billion and they would be prepared to contribute their

appropriate shares of this total if the U.S.A. were tu do the
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same. They hope that the U.S.A. will continue to exercise

. its leadership role to enable a replenishment of this size

to be attained.

An IDA VII of adequate size would greatly strengthen

the ability of the poorest countries, particularly in Africa

and Asia, to maintain stability in the present inhospitable

economic and financial environment.

Washington D.C., December 5, 1983
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