government, in combination, represent more than $100 bil-
lion, which is one-fourth of Brazil’s entire public debt.

As ashaken Merrill Lynch broker told the Brazilian press:
“What the markets want to know is, how many Itamar Francos
are there in Brazil.”

In his official announcement of the moratorium, which
he proclaimed within days of his inauguration as governor,
Franco had stated: “From the moment that we became aware
of the chaos that had taken over mainly the financial adminis-
tration of the state of Minas Gerais, we defined for our secre-
tariat emergency measures of adjustment of public expendi-
tures, and we will not back down from this decision. I
therefore reaffirm that Minas Gerais is in a state of morato-
rium for 90 days, beginning Jan. 1, and that, because of an
absolute lack of money, we will not honor financial agree-
ments made by the previous government.”

The former head of state added forcefully: “The threats
of retaliation by the federal government do not intimidate us,
nor do they worry us. ... If they are concretized, we will
know how to act; we will study the available measures to
make sure that social chaos, like financial chaos, does not
establish itself in Minas.”

Days later, speaking to representatives of 26 unions repre-
senting public employees, Franco explained his action: “In
simple terms, if I borrow 100 reals from a usurer, I owe the
usurer. But if my son gets sick, I'm going to spend the 100
reals for my son, and I'll tell the usurer, ‘I don’t have any
money now, you’ll have to wait for a bit.” ”

Franco’s move has begun to catalyze the widespread na-
tionwide discontent against the economic policies of the fed-
eral government. Exemplary is the statement of Celio de Cas-
tro, mayor of Belo Horizonte, capital of Minas Gerais, who
said: “The courageous attitude of Dr. Itamar Franco places
him in the leadership of the governors, and also of the may-
ors.” De Castro announced he was going to call a meeting of
mayors from throughout the country to be present on Jan. 18,
when the meeting of a half-dozen opposition governors was
scheduled to be held in the state capital. He also called for the
country’s mayors to march on the nation’s capital Brasilia,
on March 31, to force the federal government to renegotiate
state and city debts, and warned that a wider moratorium
might be declared.

Another signficant statement of support for Itamar Franco
came from Ambassador Rubens Ricupero, currently Secre-
tary General of the UN Conference on Trade and Develop-
ment (UNCTAD), who has criticized the policy of President
Cardoso and has called attention to China’s successful eco-
nomic policies, as opposed to the failed system of global-
ization.

Cardoso’s threats are a risky strategy

The knee-jerk reaction by Cardoso, and his international
financial controllers, has been to come down like a ton of
bricks on Itamar Franco and anyone who supports him. For
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Dr. Carneiro calls for
New Bretton Woods

The following letter was issued on Jan. 14, 1999 by Dr.
Enéas Ferreira Carneiro to Brazil’s former President Ita-
mar Franco, who is now Governor of the state of Minas
Gerais. Dr. Ferreira Carneiro is the national president of
the Party for the Rebuilding of the National Order
(PRONA), and ran as its Presidential candidate in the
1998 elections. He was one of the individuals who invited
Mrs. Helga Zepp-LaRouche to visit Brazil in August 1998,
as we reported in our Aug. 28, 1998 issue.

January 14, 1999

Rio de Janeiro

His Excellency Dr. Itamar Franco
Governor of the State of Minas Gerais

The position which Your Excellency has adopted, by
deciding to stop, for some time, the payment of interest to
the creditors of Minas Gerais reflects, at the very least, a
position of absolute and uncontestable courage.

This, because Your Excellency made public, without
hypocrisy, the impossibility of the State of Minas Gerais
to continue feeding the voraciousness of the speculative
process which is destroying national life.

example, Cardoso’s first pronouncement was: “I am the au-
thority of the Republic, who was elected and who obeys the
law ... and who doesn’t allow that the law be broken by
anyone, no matter who he is. . . . Everyone will obey the law,
no matter what it costs.”

Similarly, representatives of the world financial oligar-
chy, such as former Argentine Finance Minister Domingo
Cavallo, have demanded an “iron fist” against Itamar Franco.
And bankers ranging from BankBoston’s President Geraldo
Carbone, to officials of Spain’s Banco Santander, have issued
public warnings that the Brazilian government must not make
any concessions to Franco’s demands for debt renegotiation.

Franco responded to the Presidential threats: “He should
do what he thinks is best, but nobody is obligated to do the
impossible.” He added: “The emperor has no clothes. . ..
What I am doing is defending the interests of Minas. I must
first avoid social chaos in Minas. I can’t pay the accounts of
the state and stop paying the suppliers of food to the state’s
prisons, the wages of officials and of the military police. This
is demanded by the constitution I am sworn to uphold.”

But, President Cardoso is bent on playing with fire.
Heavy-handed repression against Franco and Minas Gerais,
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We had already warned in an earlier meeting— when
Your Excellency served as President of the Republic —of
the approaching financial cataclysm, were the interest rates
on the payment of the Public Debt to be maintained.

At such a grave and delicate moment for our national
life, itis necessary to encourage the movement which Your
Excellency began, so that Brazil can, finally, find its way
to economic independence and development.

Considering the astronomical level of public indebted-
ness (on the order of a half-trillion dollars), which monthly
drains more than half the National Income in interest pay-
ments, with the resulting progressive destruction of na-
tional industrial and agricultural activity, we suggest that
Brazil, faced with the absolute impossibility of continuing
this persistent bleeding of its people, immediately impose a
set of measures, consisting of: exchange controls, reducing
imports to only the indispensable minimum, a drastic re-
duction in interest rates, the restoration of credit— for na-
tional productive activity —through the Banco do Brasil,
and freezing for some time, along the lines of Your Excel-
lency’s fearless example, any cash payments to the credi-
tors of our Internal and Foreign Debts.

In the state of already unsustainable crisis in which the
country finds itself, it is inconceivable to take on loans
from the IMF or similar institutions. This is not the solution
to our problem. It is the cause of it. It is time that we rely
On our Own resources.

It is of fundamental importance that Brazil, shielded

by its unique geopolitical situation—a gigantic territory,
unimaginable wealth of raw materials, energy and agricul-
tural potential, a world leader in potable water —direct an
explicit call to the United States of America for that coun-
try to convoke, under its leadership, a new Bretton Woods
agreement in which sane regulations are defined for the
existence and functioning of the International Financial
System, putting an end to the current speculative process
which, like an insatiable cancer, is eating away at the in-
sides of sovereign Nation-States, decimating their popula-
tions.

The participants in this Emergency Meeting should
include the great world powers which have, in one form or
another, opposed the current dictates of the International
Financial System. I refer to China, India, Russia, and our
Brazil.

Your Excellency has sparked a process which has ev-
ery possibility of becoming irreversible. Reason and a min-
imum of civic spirit aimed at national salvation, point to
the adoption of the measures I have suggested.

Anything other than this, maintaining the status quo,
would mean plunging into a New Dark Age, the first signs
of which already appear on the horizon.

Sincerely,
Dr. Enéas Ferreira Carneiro
National President of PRONA
Former Presidential candidate

is likely to only set off a social explosion around the country,
and would unleash a major constitutional crisis as well, which
has long been brewing.

The issue resides in the fact that Brazil is governed by
a federated system—that is, the states are federated into a
national union, but historically have retained important eco-
nomic and political power. No federal government in the 100-
year republican history of Brazil has been able to challenge
that arrangement . . . and survive.

In today’s crisis, that translates into the fact that the eco-
nomic policy dictated to Brazil by the IMF and World Bank,
and blindly carried out by the Cardoso government, deliber-
ately demands the concentration of a tyrannical centralized
economic power within the federal government, while de-
stroying the capacity of the states to administer their own
economies. In fact, the recent reorganization of the states’
debts was done with this in mind, and as a result the states
have been asphyxiated by interest payments and forced to
privatize and otherwise dismantle nearly all of the state and
municipal companies, including their traditional banking and
credit systems.

This whole process, if allowed to continue, will culminate
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in the destruction of the Brazilian federated system, followed
by the establishment of a British colonial-style currency
board. That would put an end to the country’s monetary and
credit-generating sovereignty, and turn it into a colony of the
world financial oligarchy.

If Franco sticks to his guns and succeeds in unifying a
patriotic insurgency in defense of the country’s sovereign
development, Cardoso and the IMF will be in a bind. The only
road that would then be open to them, would be to undertake
a federal intervention against the states, which would require
the backing of the Brazilian Armed Forces. But there is also
substantial ferment within the military against Cardoso’s pol-
icies of handing sovereignty over to foreign financial inter-
ests, and there is no guarantee that they would carry out such
a mission.

As one experienced Brazilian politician, a former cabinet
minister, told this magazine: “Since the period of the [Portu-
guese] Empire, there has never been a government that can
sustain itself against the opposition of Minas Gerais, Séo
Paulo, and Rio de Janeiro. Remember that the 1930 Revolu-
tion involved the states of Rio Grando do Sul and Minas
Gerais, which overturned the Old Republic.”
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