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After (n exchunge of courtes:_i_es. President Goulart said

he w..s very pleassd to welcome the' Attorney General for a
private talk in Brasilia about the situation in Brazil and
problzns of Braziliin-U.S. relationships: He was aware that
", President Kcnnedy was preoccupied with vari
c these relationships, some of themiindicated in the press
confezenc: of Yednesday, December’i2.
;- for Presidert Kennedy and he underst
« Jof the Attorney General's relationship to him, official as.

ous aspects of

“ He had great esteem
ood the special closeness

@5 perscncl,  He hoped that. the discussion would be
rely foink; he would welcome ‘c_:_::_l.tic{sm; &nd he was pre-

5pond to any questiohs.:'The Attorncy General then

@ general exposition of U.Si#tpncern,with the present

the draft speaking paper
President Kennedy placed very

situz=tion =nd recent trends in Brazil andin our relationships,
covering the principal points in :
(Tad 3 in the attached file),
~: high importanze on Brazil as'the<giant,nation of Latin
° America, und on the relations between our two countries.
Durins Werle War II we had fbughtf;pgether. with important
positive r2sults for the maintenahte of world freedom and

“‘5'?,' ; a2 spacial relationship of cooperation had been developed
{;,‘; e between Presidents Vargas and Roosevelt.
ii E-‘-;. b : 7-“‘“
g President Kennedy was indeedt,g:l_eeply concernad about
fecent trewds in our relationships, and this was his reason
for wanting this direct talk with Presidcnt Goulart at a
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ons »r2 being aade on the future course of Brazil

time when crucial d cisi
Tiaisly =1,

internally and exte:

Our Administration wholchcartedly fzvors the development of Brazil as a
great and strong nation, with . indepeadent foreign policy. 1In this smaller
and greatly troubled wnrld, coczaration between our two countries could be
even more important =nd fruitivl than in World War 11 +<- cooperation especially
in:the struggle for Laotin Anérican economic and social:development, to overcome
backwardness and to rmzet populer necds ond desires for education, better health,

and decent housing. This wus *he idea cf the Alliance for Progress, which is
not just an American aid prcerun but a cooperative program in which Latin!America
and especially Brazil should he takiang the lead. One of President Kennedy's

disappointments was that the PBrazilian Government had not shown any spirit of
active participation or le:d:srzhip in this effort. ' The purpose is not to impose
the American way of 1ife in Leotin America, but to help Lafxn America deal with
these pressing econcnzc and social problems, & ! 2

e T Pama i, e s ]

When P:eszdent acnnedy had met with President Goulart in Washington in
April, President Kenncdy had Leen very happy with the tone and substance of the
talks, and had suppOSﬂd that o foundation was being laid for the samc type of
cordial personal ‘relationship that had existed.: between Vargas and Roosevelt.
But the developments in Brazil in the last eight months had created the gravest
doubts on this point. These doubts came from several types of developrents.

STl i ""'f‘c ]

" “In the first insgance thece were the many s;gna of Communxst or extreme
1eft~w1ng nationalists infiltr;tion into civilian government positions, military
appointments, the leadership of trade unions, and atﬁdent group leadership.

These ‘elements were systhgﬁu_cLily and resolutely antqumerlcan in their positions.
In the trade union field, therc had been a break with-the International Democratic.
Labor novement which had czuscd very deep concern in American labor circles.

Pt
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-Second was the 1211ure cf President Goulart hxmselfr or other high Government
officials, to take a clear public stand against the iwiolently anti-American posi-
tions .expressed by influentinl Drazilians, some inside.and. some outside the Gov-
ernment,. even though the President and other high officials werc giving us private
assurances of disscnt from th:ssc expressions. We had no quarrel with independance
in Brazilian policy, but we did object to that independence becoming systematically
anti-American, opposing Anmericin policies dnd interests as a regular rule, and
not simply when somc specific Drazilicn interest appeared to be confl;;; with

.an American v;ewpozﬂ'. There are obviously reactioos:in American’ phbl:: and
Congressional opinio: 2gainst this kind of policy- and action, and th ntinuation
would render cooperatlo1 betw2en cur two countries impossible. One etample was
'the recent removal of Peace Corps volunteers from one Bgazzl;an State, and public
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attacksicaftheSihiicogoax S nersliy, with no clear oyert effort on the part

of the Prasident on uthi: ' ish officizls to defend these voluntecrs.

-3

Turning thea i{o the :-.nomic side,. the Attorney General said that Presi-
dent Kennriedy wes very cdro2-0) worrizd <t the deteribratxon of the Brazilian
econpmic situation, hoth i seaally and externall-,rr Inflation h:d now reached
five percent per month 2 s seemingly getting out of hand. Fqreign exchange
reserves were gone. Thc rriadial measures discussed in-April had not been taken
by the Brazilian Governa.nt. M=t privete investment was down from $169 million

in 1961 to almest nothing tals yeer.

With respect to the %z. %hent of American business concerns, theiAttorney
General sazid that his resowcisaibilities for antitrust law enforcenent made hinm
very familiar, ﬁlfh busin? s cvuses, =nd he had strugzled with some of thz sane
companies thh “which the T-. ilian Gevernment was sometimes in conflict. But

- there was no cxcuse for 2 ropriation without adequate compensation, as it

/in its development.

happened in the ITST case. Lusiness abuses shpdid be combatted, but business
should be treated fairly. ‘this was important in Brazil's own interests, since
the country necced inves:i.. it snd cxpansion of maguﬁactuging industry to succeed

e
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Now Presxdent Goulort was appIOnch1ng a timelfof most, cr1t1ca1 decisions,

Tl

‘““with a new Goveznment to v: formed apnd a new governmental program to be adopted.

This could be 2 mejor turiiiig point in relations ‘between Brazil and the U.S.
and in the whole future »f I'atin America and of the free world. The U.S. wanted

~ to cooperate with Brazil, t:t could not cooperatenwlth officials resolutely and

. systematiczlly opposed tc coooeration with us.: The,U S. wanted to aid Brazil's

‘development and *sdcial projréss, but could no d¢ 80 if steps were not taken to

get the economic and fin: 'ci-1 house in order. These were the essential po1nts

“ of copcgfn wh;ch Presiden! :ennedy hhd wanted Preaident Goulart to understand.

.l__,.

--r-&ld’ R
" President Goulert thon Yegan a very lengthy? :eply, lastlng over one hour.

He started by saying thet thicze ere forces in Brazil which are systematically
- anti-American, reprcsanic! especially in the "pbphiar classes." They fzll into

two factions: (1) the Com-unist Party itself, which is relatively small, and
which is obviously opposes tn the United States. and cooperation with the United

‘States in any form; nd (2} @ much stronger groqp, which is not Communist, but
.which objects to many aspects of American policies’'toward Brazil and Latin
‘America in general, This '.tter group does not have any personzl animosity

against Preszdent Yennedy. They hive always opposed Republican Party policies,

_blt’ they ‘have pleced hizh hip2s on the Kennedy Administration. There is a

widely held conviction in Br.=zil, especizlly in these.groups, that United
States commercizl interesis, both traders and investors, who in turn have

1

e s g e L e = o - - e




Lopied at BN Library)
f|

great influence on o ‘con Governrent, have had as their chief aim in
econonic transacticas ... ifrw+il Lhe <djective of high profits. The profit
motive is nature! up to cortein point, but it has gone too far., Most of

the capital inveost=:ut < i1 to Lutin America has not applied in basic
economic sectors. ca, i o lieve bacn warking in the electric power supply
field, =«nd in thco ald ¢ sod to corn @ good deal of money, but they have
not becn expanding the ) r.r supplv., In the field ‘or iron and steel and other
minerzls, companins huv: ' eu exploiting iron-ore but not helping to develop

the basic steel intdusiry

el i
Eats L A

The real cazuse cof R+ ~il's belance of payments problems comes frou the
spectacular fall in nric. = of the Lzsic export products. Six years aco.
coffee prices ware twice = high os they are now. During the Republic:zn
Administrations in the Usiiod Stetes, which the:Braziliun people generzlly
felt to be reaction:ry . “aistrations, Brazilian -export prices were much higher

than they are today. . SarE

Considerations of tii:. Lype cen be mere'prgtexts for hostility to American
policy, or they czn bc .:;.uneats based on facts.i In any case, they do constituts
some fzctual basis for thc anti-American p:eachingalof one segment of the popu-
lar forces. T e

Then there is the provlem of the Bravilian ptess. most of which defends
special economic interest yroups in Brazil rather than the national interests,
and which speaks for th: v_.ry economic groups which are being fought by the
popular forces. Sonetires, President Goulart said, he feels that the U.S.
Government gets its infor.i tion mainly from this part of the Brazilian press;
and from the groups thot thoy represent. The American Ambassador here is
generally well inforncd, vut even in his case his natural contacts are more
with these Brazilian eccnonic grouns, espec;ally those that are linked with
American business interests.

\;- i

- The Communist Party < such does not amount-to anything significant. It
was able to elect only thi.. ocut of some four hundred deputies in the congres-
8ional elections last Ocloiier. It does, however, have a capacity to stimulzte.
the nationalists groups #nc to indoctrinate them 1n generally ant1-Amer1can
positions. 1€ :

* President Kennedy should have a better understﬁndlnﬂ of the socisl situation
in Brazil. This inclules struggle of the populer classes against the old
dominant elites. There :rc great contrzsts in living standerds, here 25 iu
other Latin American couniries, and in recent years there has been a tendency
for these class conflicts to grow. The objective §hQuld be to avoid such class

)
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conflict through z ccuwmon v¢ifort. IF, however, the Brazilian people feel that
the United States, eithez o= people or as 2 government, are «llied only with
the dominant demestic eccniric croups who do not reflect popular sentiment,

then anti-Americsaniszm will Lo incvitable. Brazil is engaged in 2 struggle for
basic socizal reforns, svcii =5 agrarian reform, which has been talked about for
years but is only ncw beoiriing to come within sight because it has always been

3

frustrated by the oppositicii of the dominant economic groups.

President Kennedy shoulsd not confuse the Brazilian peoples struggle zgiinst
domestic economic groups with entagonism to the Unxted States. These groups do
try to identify themselves always with the United States. and to intrigue =zgainst
the popular forces, tryin; to line up United States opinion 2gainst these popular
desires. _ J!}t;‘

President Goulart thci conceded that there ate'pome elements in the Govern-
ment, although not actusl card-carrying Communists, who do have fixed hostility
to the United States -- zltheugh not toward President Kennedy in person. This

" 1s partly because of the continuous crisis of reglme ,during the past year. Tae
Attorney General should recognize that since he took offace. President Goulart
had had no moment of trarguillity. He began in qutcmber of last yeak by ac-
cepting the constitutionzl orrangements which had been imposed by politiczl and
military forces, and tricd to govern through a cabinet of national union. This
created a kind of honeymoon of apparent tranquillity, for a few months, but this
national union had proved cntirely incapable of confront1ng the basic problems
f reform or of economic -nd financial order. -

=4 .'q' *'"; &

©..The experience hith tiv> hybrid purliamentary'tégime however, had proved
to President Goulart that in this huge country with its economic and geographical
diversity there had to ba sfTeckive unity of command and ‘authority at the top to

confront the rezl problems. The dilution of executive authority, divided =zmong

‘President, Prime Minister, individual Ministers, and others simply would not work.
A T R

e 2y

" Moreover, the doainant economic groups who-had”always fought President Goulart

soon showed their teecth :i.<in. They wanted to fight him in every way possible,
.us:ng the press they contrulled so ns to disseminate news which was really much
more alarming than the rexl Fact would justify. Thelr attacks against the
Government, and ageinst Precident Goulart himself, ~had obliged hin to organize
the populur forces in his -upport, and to make concess;ons to them in order to
stay -in power. If he had not gotten this kind of support, especially froa the
‘trade unions, the conserviative groups would have overthrown him, He had mide
COnce551ons to them, cccesionally undesireble concessions, in ordes to avoid

.an even worse outcome. Uis downfall would not have beomn bad for him personally,
‘but would have created unbzzrzble cecnditions for the country: either a right-

wing dictatorship, followia; the terrible example of Argentina, or a real

1. e
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social revolution of the most extreme kind, with unforeseeable consequences.
That was the picture in brief: he had organized support among the popular
forces because he had received no support from the conservatives.

; ‘Now in January 1963, assuming that he could get tlirough the change of

; regzme back to presidentizlism successfully, he would have a freer hand to
organize a really competent government and also to carry through a real program

. of government which would overcome the economic and financial problems and
would improve foreign relations. He was not pessimistic about basic Brazilian-
U.S. relations. It is true thzt some of the popular. currents of opznicn are

‘trying to make the U.S. the scapegoat for all of Brazil's 1115. but there are

: .a;Bo very widespread popular elements who do not share this opinion.

~‘President Goulart then said that he would turn to certain specific questions.
He had not prepared any organized plan of conversatiou with the Attorney General,
and would take them up in random order. 2R

|.“_|‘ > Tt
.

- ' Cuba. "President Goulart said that two years ago, Fidel Castro had much
’. greater support and sympathy in Brazil than-he has now. Cuban propaganda at
“that time was being very effective, but it is now achieving much less response.
qIn those days Castro appeared to represent the mystique of a popiular idealistic
: qregzme. but this view is now disappearing. During the crisis last Octcber,
. Brazil fully supported the naval blockade. President Goulart, however, had
'i;' been fearful of violent popular reactions against'this pol1cy. including the
5 sorts of demonstrations that had taken place in Venezuela, Uruguay, Argentinsa,
: “I Chxle. Bcuador, Peru, and other countries. He had therefore tried to steer .
= public opiniob very cautiocusly in order to avoid such hostile reactions. 1In

;;fact however, there was no significant popular demonstration against the policy

'“f“’ or against the United States. When the Santos dockworkers threatened 2 boycott

l_j. ‘of American ships, he had cclled in the leaders, .and had made them understand.
“nmot only Brazil's policy but a2lso that the United States, in opposing these
“Russian bases was defending itself and Latin America generally against aggression
by a country which no longer had the right to talk of self-determination. Cuba's
: ~action‘in letting itself become a base for attacku aga;nst the United States was
3 obv;ously not tolerable. a,ui

2
..-w,:n:,—
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e - - When Brazil supported the blockade. it was the .only South American country

'1n which there were no serious hostile manifestations. From this, President

Goulart judges that anti-American sentiment is not widespread in Brazil. Cer-

: ta;nly when Pres1dent Kennedy cormes here, he will have a great popular recep-
tion.

- e
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~lliznce. for “ro;*'.'n i+ has been disappointing that the Alliance for
Progre=ss has not ur #1171 i viclded the hoped for results. 1In Brazil, this
is probably the fault of il Brozilinn Government and partly the fault of
the U.3. Agencies conc:@ri..d with the program. The Alliance will have much

grezter :esultc, botlhi passooiogical and political,'if it is more concentrated
on the basic czuses of iolin Americon ills, and not merely on their effects.

- President Goulart hﬂq the imuression, and this is'.widely shared in Brazil,
that the Alliance is more «i-carned with social symptoms than with reforms

in the social structuze :3! the basic need for economic development. If the

i Alliance for Progress wiill i-ork more on the basic! econom1c development structure,

. this would be more fruitful than concentrating on such things as housimg, hedlth,
educztion, and social wel. .7z, A

'{ - VWith respect te co. ' ine inflition, if the'Alliance for Pzogress would

help somne of the gre=t p:tlic infroastructure projects, such 2s highweys, rail-
,:5 roads, a2nd ports, this waul! ot-cnly a2ssist in dealing with the fundamentzl

& causes of backwardnoss bu. 1t would ﬂlqo help the’budgetary situation. Electric
2 power and steel should :1s5. "2 incleded in this program. Larpge-scale financing
of such projects on : loac-tora besis would reailyndemonstrate the U.S. interest
in Latin Americzn develcpzoat. President Goulart’hoped that the revamping of
the All;ance for Progress aow undar consxderation would work in this direction.

g,u\
; i
e On the balance of pzynents, President Goulart repeated that the rezal reason
s for Brzzil's troubles is th= drop in prices of thitmaJor ekport praducts.

. *ag

3 _,,___——EEL Peace Corps. Prasidont Goulart felt that sqmg_reaction against the Peace
Corps idea was not unnatural. There was a feeling 'of national pride against
a group of foreigners proesching their ideas on education and other similar
matters. There would b2 even a greater reaction-against a Soviet or 2 Cubzn
peace corps. Nevertheless, President Goulart said; when his brother~in-law
Lecnel Brizola violantly =it cked the Peace Corps’ and called on Brazilians to
take hostile action against them, he President Goulart had taken precautions

- to see that the group just -rrived ot Tres Marias.had its safety znd tranguil-

< lity assured. Brizolz, f.o -.id, has his own personal political position.

; There is also a personal friendship between the President and Brizola, but the
latter has a violent temper:i.ient, and President Goulart is not able to dominate
his political views. The ouicome waes that, despite Brizola's calls for hostile
3 : treatment, the Peace Corps voluntecrs were in fact very well treated. This
g  again demonstrutes thzt there is not nearly as much widespread popular anti-

b Americonism as is sometimes suggestcd by the pressr President Goulart restated
E his fear that President Kennady is not receiving balanced information on the

: - Brazilisn situstion, sayinz cven that "my friend ELincola Gordon" is probably

= .more informed from cne sidz than frem the other;|$

Py
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= the anti-American popular elements in

cn in Brazil's commercial relations with

oc President Goulart gets constant pres-
sure on this point. Th=z Suviet oc bviously sees in Brazil a key to the
expansion of its inlfluenc: 7: Latin ‘merica, To this end, they are constantly
mzking proposals for th:» :".nc*ng cf major national public works, such as
da—s and steel mills, lowve-'naless, President Goulart has only met with the
Soviet Ambassador thres t°::5, and has net with the American Ambassador more
than fifty times. Still ¢, Jraziiian Government receives almost deily new

Commercizl {01.-. TS -t AP

Brazil keep press TRTE L et
the U.S. in favor of ths g'“l”t b
b

3
B

J=s
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Soviet offers to collabor: with Brazil in basic- sectors. Something is now
being done on that fron!. =:uch as th2 recent arrangement for Polish assistance
for a 200,000 kilountt no expen=:on in Rio Grande do Sul, where Polish fi-
nancial and technicel 2id -:" 1L tzle care of the whole project. Undoubtedly,
many of these Cosisitiist - offers are simply for propaganda purposes, but
they make a co.SLde: 223 ET w.;hut coming at the same' time that the newspapers
are full of stories zhout ~u-acmic difficulties with the United States and a

possible catastrophe in 1he faallTEH foreipn exdhahge and balance of payments
position. The people rood .hout sales of gold tbithe United States and at the
~same tine hear of Soviet a'd offg:s for long-term'financing. This creates

pressures, and popularizes fhe idea of _expanding economi: relations with the
Sovzet bloc.

;‘i’i{d _r.h. 1_ 0
As one exanple, Ambasswlor Gorden had complaiped to him about the pro-
posed Brazilian purchase 7 -ne huzdred Polish helicopters. This was to be
an exchange for sccond-priile coffee, used for soluble coffee and other industrial
purposes, of which Breazil h;J a very large surplua i Out of the total Brazilian
stocks of 50 millien bzzs ¢/ coffee, nore than 1 llion were beginning to
spoil. This was the kinl cf coffce that was being”turned over to Poland in
return for helicopters at 505,000 por unit.  The- Unxted States had available
helicopters of the sane fencrval chprdcter1st;cs, glthough pechaps superior in
quality, for $150,000 per unit, but Brazil was extremely short of dollars.
Ambassador Gordon hued surzccsted tha*t there might have been political motiva-
tions involved in the Peli:h offer, but President Goulart was convinced that

there were no political :niivelicns and that no %qéology whatever was involved
in the deal. : T

President Goulart stated that he had always fought the Cormunists, from
the days when he was in the Labor !inistry, and that reactionary elements had
joined up with Comrunist clezents in order to fight him.

F-‘:‘T_.
General Relaticushi—;. Hevertheless, President Goulart repeated, he

was not pessimistic abou: Sreziliam-Anerican relations in general. There was
- a need to alter somewhat *he undezlying basis of these relationships. In the

1 .f'."
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present feeling of disturharce, including short-run economic and financial
difficulties in Brazil, ther: wus a great opportunity for the United States to
give a clear demonstration «f its interest and positive assistance, The popu-
lar reaction is that if Brez2:i1l's econonic situation is worrying the United
States, the United States should be disposed to help it. At the same time,
the balance of payments is being worsened by drops in export prices. This is
critized not only by left-winzg elements, but by Brazilian conservatives who are
indisputably friendly with th= United States. Ambassador Roberto Campos, for
example, blames ths terns of irade for a large part'of the troubles with the
balance of payments, If he criticizes the United States on this point, what
can be expected of left-win~ elements such as the Brizola group, who are posi-
tively eager to crecio friclicns between us. President Goulart believed that
a real new effort at cooperuticn could accomplish a great deal. Relationships
would have become considclarlx worse, had it not been for President Goulart's
personal feeling of friepdshi: and respect with President Kennedy and also
President Goulart's excell-.: relationships with Ambassador Gordon. This has
helped to keep us from drifltiag very far apa;t. ;@JLZ. :
"Unfortunately, soas cf the main defenders of Amerlcan polzcy in Brazil
are the same people and groups who fight me and fight the popular forces in
Brazil. Brizola and others like him know pecfectly. well my own thinking on
relations with the United S.ates, and know that 'l will go the whole way to
maintain good relations and will make a great effort to improve the situation,

I am certain that this can bc done. Brazil and the United States have always

been able to get alongz very woll in the past. The outcome of the Cuban crisis
should be very helpful in this respect.” i

-
LS

The atmosphere now is really better for collaboration, but that collabora-
tion must take efficient foiis. It is not just a matter of foreign banks or
business concerns making little business deals; there must be an over-all.plan
of collaboration., Brazil has the capacity to recover econom;cally and to pay
all its indebtedness; it necds only favorable conditions in which to develop
its resources. The present situation was not created by President Goulart; it
is the result of accurumlated past errors. - Under the Kubitschek and Quadros
reglmes there was micia too much liberality on imports and on building up

foreign indebtedness. What is needed is foreign exchange austerity, importing

only goods absolutelv necoszicy for econoaic development, The same type of
austerity is necessary for internal expenditures, cutting everything that can
be cut without sacrificing Lesic development. On the favorable side, Brazil

is the only Latin American country without substantial unemployment. It is
essential to continue the basic development work, including projects in electric
power and steel which must be carried through to completion., 1In the Northeast,
development must be continuod., There, without any substantial outside aid as

[
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yet, the situation has been improving, with a significant increase in living
standards over the past four years. This was all a result of domestic invest-
ment, eupecially public investment. :
t X .
(At this point, the Attorney General wrote a note to Ambassador Gordon
sayxng "We seem to be getting no place.") :

]

' b s

On international policy, President Goulart'continued, there is no Brazilian

Government predisposition agcinst American policies, On the contrary. It is

: true that the Cuban problem did create difficulties for us, because there was

; mich sympathy in Brazil for this small country with its popular revolutign. But

: Castro has greatly lost syupathy in Brazil for two reasons: his overt declaration
of Marxist-Leninist sympathies, and the overt Riussian intervention in October.
This has been so bad for the Brazilian Communist Patty that even Brizola attacked
Russia and the Communists, and was attacked by the Communists in turn.

President Goulart said that he knew that Brizoiahwas a thorn in the side of
A Brazilian-American relationships. He would not try to defend Brizola, who is at
heart a rebel. against the Brazilian economic and social situation and against the
situation of Brazil's balance of payments. Brizola ‘knows by heart the whole his-
! .. tory of prices of Brazilian exports, what has happened to each commodity in each
{ of - the last ten years, and also he knows all about ‘the increa51ng prices on inm-
‘ ported American equipment. But President Goulart and 'the Brazilian Government
: ¢certainly have no prejudice or antagonism against ;hg United States,
YT : S e
: -On the IT&T case, which has created so much-friction, the history of the
- Company's attitudes and acticns has been harmful to,Brazilian attitudes toward
the United States. Months before the expropriation ipm Rio Grande do Sul, there
was a great effort on the part of the State for negotiated agreement. There
o was an understanding on the terms of the negotiation with the local representa-
" tive of IT&T, Mr. Naylor, with agreement on a formula for a joint company with
‘the State, At that point, the IT&T headquarters in New York withdrew Mr. Naylor
: i and broke up the agreement. This created friction betwsen the State and the
: Company, and the State then expropriated the Company dn accordance with the
. State-laws and constitution, and with full JUdiCLll approval

Ltd
- L

‘In the April talks with President Kennedy, Pres;dent Goulart said, he had
.~ -proaised a solution of this case which he had indeed had great d1ff1cu1ty in
carrying through. This was the result of the subsequent political instability,
with three or four Cabinet changes and the necessity for a new start with each
new Cabinet. -Ambassador Gordon, however, was aware of the efforts at a parallel
! . solution through a loan to IT&T to advance to the Company the indemnity which
.. .3t would ultimately get. There were political difficulties in any such solu-
'.tion, aince the case was in the hands of the Rio\Grande do Sul judiciary and
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Governor Brizolu, afe; . the coapotence of the judiciary of his State, was
always politically or: s ‘o any conpromise orpublic settlement of the case
except through normal j..'l:ial action. Nonethelgss negotiations for the
parallel settlement wor: - :atinuing and he hoped that they would be concluded
soon, .ggu.

4K

The expropricticn s zencrally supported- bY the public in Rio Grande do
Sul. e, .President Geu' -z, had pointed out to'President Kennedy in April that
the public. utility sact.r oacraliy creates gréat friction with the Brazilian
public. These foreisn Fl':_b utility concerns had done a great deal in the
past for the Brazilian o. - :o7y ~= and they had rplso made a good deal of money --
but now they weres vmaiil: .1s iunrove their servides and unable to raise their

rates sufficientiy hocur . of Brazilian legalwlim;tatxons and political dif-
ficulties, . He was «varz ti.t procress had been-very slow on the negotiations
with the public ntility . -=nanies, but this was~because such negotiztions could
not be carried-throush Z. hie clinate of polatzcal instability of the last few

months. When the new ré-i :» was cstablished inglqnuary, he would press on with
_.these negotiaticns, ceit™ ..tling the Comnunists.Andstheir allies who dislike this
.policy of friendly regotiit:ted settlement w;th ﬁﬁreign public ut;lxty concerns.

e %"‘ ﬂf#{?‘f 5
The Attornev Gancral then res ponded speaklng with special emphasis, and

'sayzng that he feared tnci President Goulart had ;not' fully understood the nature

of Pres;dent Kennedy's ccricarn about the preseqﬁxsatuation and prospects.

' oyl ?.L? {1

As to foreign busi:.=5 concezns, he was awagg .that there had been cases of
exploitation in Latin /= ca, and probably areastili but industrial investmenti
is needed for Brazil's e~ ia1ic growth, Exproptiat1on without compensation is
no answer; this is not ~ai> unfaic but it dxecouragea the kind of investment
that is needed. The fuc! “h«t there has been sgme exploitation or abuse in
the past is no defensc o:x ich e\propr1at10ns.H;bL_,_

-'43-‘
?{p

As to . the press b=zin- unduly in favor of spec1al business interests,

_._thxs is true in the Uniiv.! States too, where much’ of {the press is constantly

attacking President Xennci;. He is also opposedpby most business management.
Nonetheless, he tries to.zct fairly, and to.tgggggthem@u51ness community well
regardless of political! o ,osition. ,-* %

As to President Kenn:: ) 's being mxs;nformed about Brazilian developments,
his information did not =: ply come from the conservative Brazilian press or
from American business cc, ugrns. The Attorney General is nct surprisad that
the Brazilian pecplz dc n~t show broad antx-Ameracan feeling; he had no expecta-
tion that they would. Meov is Brizola of great‘importance, any more than extreme

1

politicians in the Unitel States such as Barry Goldwater or Senator Eastland.
- The point is that in the :iblic declaratlons of ;ye ,President of Brazil and
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or other anti-Amecican su+’r:.2nts and actions. 1In the case of the Peace Corps,

(7
3

I“ the Brazilian Goveranen :ar¢ is no clear taking of position agzainst Brizola
|
1

e there has never becn a »vili- defense of them by.the Brazilian Government or
the President, It dis5 ¢h:i: 22 of failure on the part of the Government which
: reacts badly with thz friovrizeon rublic, Cungress,:and the Administration.

'ﬁl

. A As to a:d fr01 the sxviet bloc, if President ‘Goulart and the Brazilian
> _ people thought that this v 5 the solution for Braz;l they were perfectly en-
B titled to seek tha+ sclutic:. If Brazil wants assistance in roads and steel
& and "power projects fromn th United States, we are. indeed prepared to extend
such assistance., But w2 cin do so only by working with officials who, want to
cooperate with us. e cunroat coopecate with thpse ‘who are systenatzcally oppose:l
3 to-us. A policy to prove krzzil's independence by systematic hostility to the
L United States caunnt bz rocenciled with good Brazilian-American relations. The
el . United States has no desirs to control Braz;l:an*pol1cy, and will cooperate on
e Tk 2 two-way basis. Put if all high officials in Brazil are either attacking the
United States constantly or being silent in the face of such attacks, coopera-
;. tion will not be possitle, ey
J = * Iy
- We -are’ also preparc:d to help with the necessaéy domestxc measures to get
; the economy working effectively again. We have no desire to keep Brazil from
« . developing its industry. The Marshall Plan put Burppe back on its feet 25 a
A ¢ going concern, and it inclided a great deal of. direct aid to our stromgest
& . competitors. The same is irus of Japan, which has far poorer resources than
: Brazil, but is economicaliy in a much stronger jpgsition. We are not controlling
either Western Europe or J.ran. To make cooperative programs work, there must

a g

Y be a basis of mutual trust and confidence. Whenjthere are people in authority
,E in Brazil who follow the Corvsunist line, it cangﬁot be expected that we will
&3 .worg with them effectively. 3% #} e

Ya p o e

L33 .rl‘r .

8 ; Our desire is to cocwrate, because we believe that effective cooperation
L between ths two great powers in the Western Hemisphere can do great things for
i S8 Latin America and for the wvorld. But we cannot: cooperate with officials and

s attitudes which are systemitically hostile to us.‘p'

g r\

.

We know that financial talks of great importance are going to take place
between our Governments i January. We are very.concerned about the atmosphere
surrounding those talks, lrassident Kennedy had felt in April a very good per-
sonal relationship with ['r-sident Goulart, but relations had deteriorated since
then, The need is to rc-:siablish a basis for confidence and trust in the
relations between the two V'residents and the Governments and the peoples. For
this two steps are essontial: personnel in key-Brazilian positions not hostile

%o the Up%ted States and effective measures to, control the runaway inflation
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within Brazil. We are prepar=d to help on such projects as highways and power,
but under conditions of the last six months, such help has been impossible.

President Goulart reacte: somewhat sharply, saying that we should discuss
objectively just who are the elements within the governmental structure who are
systematically hostile to the United States. He had never consciously permitted
any Federal official to attack President Kennedy. He felt that the Attorney
General's views on this were greatly exaggerated.

AR s

The Attorney Gencral replied that he did not want to get into a debate on
names, but asked Ambassador Gordon to comment. Ambassador Gordon said that he
too thought it would be inappropriate to discuss names, but he would suggest
certain agencies where this was a serious problem, among them certain military
gppoint@ents, PETROBRAS, the Ministry of Mines and Energy, SUDENE, and the BNDE,

* '- President Goulart then replied that in the Ministry of Mines and Energy,
there had been a far leftward inclined Minister «- Gidbriel Passos (who happened
to come from a Party in opposition to his), but the present Minister was a first-
class technician, an engineer with no interest in politics,; who was strongly
disposed toward private enterprise and the free world. 'There were some Com-
munist inclined elements down in the staff of the Ministry, whom there had not
yet ‘been time to clear out, but they were unable to get their policies adopted
by the present Minister or by the President himself, * If they had had their way,
Hanna and other American interests would have beeﬂ?expropriated long ago. The
President had prevented this. He was anxious that Hanna should undertake the
.same. kind of arrangement 25 Belgo-Mineira and Mannesmann, who were exporting

., iron ore but using some of the profits for steel industry investments in Brazil.
-*»Hanna had hitherto not been willing to do this, Nonetheless, in fairness to

Hanna, he was keeping the offer open. The Commurist inclined group in the

-= Ministry was strongly opposed to this policy. Their chief, Under Secretary

Celso Passos, son of the form2r Minister, would soon be leaving the Ministry

‘_ because he was elected a deputy and had to resign the Under Secretaryship by

4 -

January 31.- The only reason the President had not.already removed him was that
he would be going automatically, and the President had not rwanted to create a
publzc incident,

"-:5"_ 24 At o
; The Attorney General then said that we would soon be enterang a new year,
m&th great new opportunities. President Goulart would have full presidential
powers, and this provided a chance for great improvement both internally and

"~ in international relations. The important thing, he said, was not further -

.
5

recrimxnations about the past few months,; but the direction that events would
take in the’ future. The question was whether this future would be on the basis
of: mutua;_trust and confidencz between our two countries.

a
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President Goulart replied that this was precisely was what he wanted. He
had the greatest good will toward the United States. There are certain mis-
understandings and difficulties between us, including some as a result of left-
.wing ideology in certain sectors of Brazilian opinion. But the United States

- authorities can have confidence that he, President Goulart, will not play the
Communist game, He has a special admiration for President Kennedy. He believes

- that some aspects of ocur relations do need reappraisal, especially aspects of
American economic policy toward Latin America. He, felt that Ambassador Gordon
"would be a great help in this regard, since he was a'scholar and not a business-

-man, and could help develop more effective means o{chonnmic policy cooperation,
Wl G T L S

[ He wanted the Attornsy General to leave this talk pereuaﬂed that thére was
‘4 no insuperable obstacle to entirely good relations.between us., Problems like
Sy B -the terms of trade should be re-examined by President Kennedy, since this was

. c:eating friction in the whole of Latin Amerzca."”

o
T L “ih

:On-the broader international front, he felt that Preeident Kennedy was in
the strongest possible position to improve relations with Latin America. The
outcome of the-Cuban crisis had consolidated his 1eadershxp, not only within
~the United States but in the whole free world, Heféquld lead Latin America as

SR s ﬂonly President Roosevelt had done, and hze yeuth plﬁced bim in an even stronger

1106 _position for~such leadership. e G ;

i In such a-role, President Kennedy already has%fhe fuli personal support of

- . “President Goulart.. But he needs the support of aii*eiements in Latin American
*;opinion, 'including the popular elements, the workingﬂelasses. If our young

: 1jgenerat10n cannot find means to beat the soc1alxst*system by democratic institu-
~tions, free institutions will not survive in this: ﬁimiepheze or elsewhere, The
cause: :of democracy has been lcsing much ground‘lnaLiiin America in recent years,
;.not -because .of anything to do with the United: Stateajibut because the popular
masses . feel that their problems are not being solveqﬁih:ough democratic means,

: Rt S v eid %\ﬁuk b .

M:*L' Turning to the broader international scene, Preaident Goulart then said that
. heé foresees some time in the next few years a showdown with the Soviet world.
He thought  that the Russian retreat on the Cuban- issue was very important, but

'lgperhapa only a temporarvy tactical retreat, They very likely had their eye on
- the’ social and econonic deterioration within Latin America as a way of coming’
xback to establish-a stronger position in this Hemisphere against the United
; “States, In any showdown, there was no doubt that!Brfazil stood on the side of

.~ the United States. Nonetheless, the bad social cliﬁhte in Latin America, which
was 3 reflex of the economic problems, might open’ e“new-way for the Soviet Union.

[l
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So far as Brazil is - ~c-¢rned, President Goulart said, he intended to

make a very great eflfcr® i:. the new ycar with the new régime. The new govern-
ment would reflect the -:=~. bulll of Brazilian opinion. There was some op-
position on the risht w:irl, would oppose him under any, circumstances, but the
great bulk would sunnori 1o now prozram. And this newv program would be de-
serving of foreiga @#id, =1*1sugh he would prefer that such aid not be of a
social or assistential c-:scter -- such things as food and clothing, which
had a negative rather th o pesitive effect. .~

B

.

The new prosran, ulticy would be ﬂrésented in January to the U.S. Government,

would be a plan of acfi_.. © = the three remaining years of his Adminis'tration.
It would not be a ricid ..~ -3al: sureestions for modifications and improve-
ments would be welccir, o:' he was rot pessimistic on the econoiiic prospects.

The volume of currency =2..is.ions could be greatly’feduced hexi ycar as com-
- pared with last ycar and this year, zand the rate[pf;inflation had to be re-~
duced and would be. - ‘.;;; :

The Attorney Geners! -+ ould have an ooportunlty to meet Celso Furtado at
luncheon, and he hoped tihat they would discuss the general lines of the program.

The domestic economic and financial situation could be improved, if there was

- effective collaboratior fra.i President Kennedy and: the U.S. Government, which

is indispensable to succ2ss in the program. The outside aid, however, need
not take the form of larcs new loans; what is mainly needed is debt consolida- .
tion and financing con 2 loni-term basis of imports of equipment and capital
goods. Brazil's needs are rolatively much smaller than the aid given to Europe
under the Marshall I'lana, uhi=zh cmancipated the European economy after the war,
We have got the nccessary basic conditions for good relat;ons between us,
- - B ]

" . As to certain hostile# :2ititudes in various Ministrzes, these can be cor-
rected in the future., It ?1l pot be a drastic correction all at once, but
a pradual ‘improverient &s bhue already happened and will further happen in the
Ministry of Mines 2nd Encrpy. Simdlar correctxons can be made in other places
.where there are now extr=.ist views. 2

s
3

The course for Brazil to take nust of coursé .be determined by Brazilians.,

-~But-for his part, President Goulart said, he wanted to do so in collaboration

with the United States. This was the natural course for the Brazilian people,
with their strong Catholic Christian traditions, They are not disposed to
favor communism or violert revolution, with few exceptions, unless they are
driven to desperation. The climate for such action does not exist now, and is
not likely to exist soecn. hat is nteded is to correct the severe inflation,
and the depreciation of the currency, but these things are correctable if
Brazil undertakes an effective program and has the decided help of the United

.;‘7,'__ -
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States, Debt consclid-* - would be a major element in such help, Brazil
should also get heln fr_ -stcrn Europe., The large ireon ore contracts with
Belgo-ilineira, iannesm:m:, 4nd the XKrupp group should bring in over $3 billion -
in foreign exchangs duriz~ fthe next 12 to 15 years,' which will greatly help
our balance of payacnts. nd there are other major economic improvements that
can be undertakon. £

L9548

Over the middle an? la-7 run, therefore, President Goulart said that he

was optimistic both ont ti - ‘nternzl front and in regard to relations with the
United States. Brazil realizes that geography links us together, and wants no
other road but friezdshis :ith the United States. o

3

Some of the curren. dirficulties can be overcome by greater public under-
standing. In this coan=sctira, the visit of President Kennedy here to Brazil
is absolutely indispenscblz. 1is failure to come would be greatly exploited
by elements hostile to tiiz United States. He should ccme as soon as feasible,
and can be certain of a verr cnthusiastic reception. There should not be a
third postponesnicnt. Tihi- c..‘e should be selected’at President Kennedy's con-
venience, but once fixed should be carried-through'on schedule. '

The Attorney Genernl rcoplied that President Kennedy had said that he wants
to come sometime during 1963, and that he hopedithat'a definite date could be
worked out sometime early in the new year. But the important thing, the Attorney
General. emphasized, woul- be Brazilian action injthe financizl and economic fields,
A mere good will visit fron President Kennedy would not cure the real problems.
President Kennedy is concorned about the rieed for genuine Brazilian cooperation,
in the Alliance for Prog-ess and elsevhere. He2 sees an important personal role
for President Geoulart, not only in Brazil but in Latin America as a whole and in
the world. Improver:nt iy cooperalive measures could be made partly through
constructive criticism 2 the part of Brazil, with President Goulart sug-
gesting what changes of empk.sis and what new measureS'nJght be needed., A close
personal working relaticnship between the two Presidents could be of the greatest

impertance. - g

But for this to take place, there must be real conviction that there exist
the basis of mutual trust und confidence, First President Kennedy must be con-
vinced, and then our Corgress and our public, This)is why he the Attorney
General had made this lonz trip, to emphasize President Kennedy's conviction
that first action had tc be taken in Brazil to getthe economy back in order
and to make other improvire»nts, and then good personal relations could flow from

i

L

We are counting on Iresidant Goulart, the composition of his new Government,
and the new financial ard cceonomic program to make a.critical change in the
trend in our relationships. e too are optzm;st;c.\but there are great current

5 H
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difficulties, and a ronl - -2 is necessary to create this essential relation-
ship. :

President Goular® re-li:¢' that of course a personal Presidential visit alene
would not suffice. but 2z - 1! have an effect in revitalizing favorable popular

opinion in relation o L i .-ed Stztes. L

At this point *the i=‘. 1y was obviously reaching its end. President Goulart
said ‘that he thouzht th:t ' °= szort of informal visit by the Attorney Genzral was
extremely useful, and th-- 2 heped that other high American officials would
make such visits, noi onl: 2~ acet with President Goulart himself but to meet
others and to feel the =%+ “inn at first hand, He’.also welcomed the frankness
of the discussion, z.v-in-~ & the riere exchange of niceties would not serve

any useful purpose v ‘e oL '

He then mentiouml Cel=e “urtado, saying that:-he knew thal some people
thought he was &n sxtre.s ‘¢ winger., lie asked the Ambassador to comment on
this . Sy

-Ambassador Gozdeon renlio! that the was not sure on this point, that 2t one
time Furtado had certainiy h=ld extreme left-wing views, but that his present
orientation was an opon guosticn, President Goulartiinquired as to the opinion
of other economists, in th~ Uhited Nations and elséwhere, and Ambassador Gordon
replied that Furtado was hirhly respected from the.professional viewpoint, but
that conflicting views w2:: %21d concerning his ideology. President Goulart
said that he had bzen ver: Jdc-oly impressed by Furtado's technical cosipetence
as a planner, but recog.ai -l ‘hat he was not at allia good executive, and.in-
dicated that in the naw £ :i - he would want Furtadp to hold essentially a
technical position, with 2iricutive responsibility transferred to others.

1R

President Goulart th-:. c.ncluded with some observaticns on the general
international scene, savinc thint he thought that the position of the free world
had been greatly strengtiic: ! LY recent events, and that there wascibvigusly

much internal cenflict wit.’i the Conmunist world.; The iﬁterview/w;?ﬁea final
exchange of coapliments. TENEL .

. Es
(With respect to the =-n»ral tone of the meeting, it should be observed
that it began in a very coridinl mood, reached a point of some tension when
President Goulart asled for srecificotion of left-wing elements within the
Government, but again bec:.:: :ore relaxed and entirely cordial toward the end.)
- ;‘-_._ : Vat
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