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"U. S. SHORT TERM POLICY TOWARD BRAZIL
Rec omendation: '

It is recommended that

: 1. Within the next two weeks, i.ge, before Christmas 1962 there
be a discussion with President Goulart in general terms, which would reflect
the views of President Kennedy and which would emphasize (a) U.S. concern over
political and economic developments in Brazil;. (b) U.S. desire to collaborate
with Brazil in both political and economic fields- and (c) U.S. conviction
that such collaboration will be impaired as long as certain difficulties per-
gist. A proposed speaking paper to initiate such a discussion is contained in
the draft at Tab A (it is left open whether the discussion on behalf of the

- President should be by a representative sent specially for that purpose or by
the U,S. Ambassador speaking for and on mstruction from the President)

2. Thereaf‘ber there be conducted m’ch Pregident Goulart a corrb:.rming
peraonal dialogue on hehalf of President Kennedy (in which Presidential letters
could be.used as well as personal representations by the Ambassador) on sel-
ected specific issues of najor importahce. It is .probable-that the major .
jmmediate issues will concern Brazilian internal decisions in the economic -
field (economic stabilization and climate for private foreign investment).
However, these will also have subetant:.al political sign:.f.‘icance and :mternal
political rapercuss:.ons.

- 3. If Pres:.deub Goulartts initlal reaction to these discussions should
~be favorable and he should begin to change accordingly the orientation of his
government, the U.S. should avoid ostentatious favoritism toward those elemerrbs
in Brazil friendly to us but hostile to Pres:udent Goularb. ‘

, L. Actions which the U S. should in:.t:late in the 0AS with respect to Cuba
for the purpose of protecting national and hemispheric interests should not be.
avoided for fear of adverse-Brazilian reaction. At the same time, otherwise
unsound actions should not be initiated memly for the purpose of isolating
Brazil,. .

5.. The quest.ion of the date of a Pres:LdentLl visit to Brazil should be
dei‘erred for the time bemg. o

. Any further large-scale -agsistance to Brazil in connection with an ec-
) onomic stab:.lization program should be considered only after Brazil had taken
certain significant positive steps, both economic and political,and should be
. phased in accordance with Brazilian performance under such a program. Specific
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precondita.on should include satisfactory settlement of the IT&T Case, a clear

. Bragilian Administration position on remedying the defects in the present
profits remittance law, and a public posture of co]laborat:.on in the Alliance

for Progress, in add.lt:.on to the necessary measures for econOmJ.c stablliza-

tiom. -
Reasons ‘
l. The exist:.ng a.lternat:.ves i‘or the United States are°
| A.. To do noth:.ng and allow the present dr:.ft to eont:mue. |

B; ,T ollaborate with Braz:.l:.an elements hostile to 4
. Goliirt with a view to bringing about h:l.s overthrovi.

Cs To seek to change the political and econom:;.c or:.entat:.on
g of Goulart and his government. '

20 Alternatlve A is rejected because the m-az:.llan mternal and exbernal
. financial crisis, with exhaustion of foreign exchange reserves, will require -
-8 Um.ted States reaction, either positive or negatlve, to the new Brazilian
economic stabilization program to be presented in January. The present situ-
ation, in short, is unstable, and will have to turn soon éither fcy the better
or- for the even worse. (See'Tab B for descrlptn.on of present pol:.tical and -
economic sa.tuatn.on.)

3. Alternatlve B is rejected at this time because there is not su.ffi-
cient evidence of either (a) effective military or civilTan opposition
leadership in Brazil in a position to act promptly; - (b) an organized opposi-
tion movement with a present: ‘capacity and will to overthrow the. Goulart .
goverrment; (¢) a near-future U.S. capability to stimulate such an operation
successfully. 'The needs and possibilities of shlftlng to alt nat:x.ve B,
however, must be kept under act:Lve and continuous consn.deration. B )

h. Alternat:.ve C is selected as the only feasible present approach

.and ne having a reasonable chance of succ It ‘should in any éase be
trieﬁfore deciding to shli‘t to Alternative % E

5+ The follow:.ng considerations indicate that representatione should
be ma.de ’co Pres:.dent Goulart within the very near future:-

, (a) The Brazilian critical foreign exchange problem is
" imminent ‘and the Dantas mission to the United States to seek
large-scale economic assistance is expected in mid-January. :

(b) Pre31dent Goulart will be making decisions on new

government appmnMeuts in anticipation of ‘the restoration of
the pres:.dent:.al sys Lem follow::.ng the January 6 pleb:\.sclte.
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(¢) Uewo prestige and credibility are high and Soviet
reliability correspondingly low as a result of the Cuban crisis.
(This, however, may be a diminishing asset with the passage of time.)

6. Confrontation of President Goulart on internal and external policies
may produce a change of trend, but is unlikely to bring a total one-shot con-
version. It will be necessary to maintain pressure and continually to join
issue with him on specific topics. Having in mind our evaluation of President
Goulart and our past experience with him this can best be accomplished by:

As Creation of a personal 'reiationship between President Kennedy
and President Goulart with repeated personal approaches to
President Goulart on behalf of President Kennedy.

B. Simple ad hoc approaches related to specific issues and
situations.

C. Seeking to influence key Goulart advisers receptive to our

D. Continuing to encuurage Brazilian moderate democratic
elements in Congress, the Armed Forces and elsewhere .
who advocate domestic and foreign policies which we can. |
support. '

E. Adjusting U.3. assistance and cooperation to Bragilian
performances . . ,

F. liaking any financial assistance required to meet immediate
- foreign exchange shortages available on a short-term
basis on conditions implying no long-term commitment.

G. Pressing President Goulart to take public positions on issues
" which are critical for U.S.-Brazilian cooperation.

- He Large tolerance of Brazilian differences with us on non-
essential matters. . -

7« With the passing of ‘the Cuban crisis, Cuba is not a major issue in
_'Brazil. -Actions with respect to Cuba in OAS should not be contrived merely
to challenge Brazil. But essential hemispheric decisions on Cuba can be
utilized to apply pressure and force choicese.

Discussion

In January or soon thereafter representatives of President Goulart, led
by the new Finance liinister San Tiago Dantas, will be coming to this country
to explore with us a large-scale, long-term program for bringing under control
their deteriorating financial situation. They will be asking us for substan-
-tial financial assistance and for support in obtaining help from other govern-
ments and international agencies. .However, it is undesirable to address our-
selves seriously to this important problem without some clearing of the air

-
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wiihi the Brazilian goverrmment on recent adverse political developments in
Brazil. 4lso we need to present our views on the political front immediately
so that we can bring our influence to bear on important near-future politi-
cal decisions (ee.g., appointments to the new cabinet). 4 political con=
frontation and developments flown.ng from it could help clear the air suffi- .
ciently so that we will know in which direction to move not only in the -
matter of broad financial assistance but also in various other dealings
with the Brazilian Goverrmente. Such a political confrontation now would

be. especially timely in view of the foregoing factors.

Unconditional support to the Goulart administration without a political
confrontation might be justified now only if we wanted to gain time against
a strong expectation that events within the country would bring about either
the early overt.hrow of President Goulart or a near-future change in his
policies. . We might then continue unqualified support to ma:.nt.aln a favorable
image of the U.S. in Brazil and to deny ammunition for diversionary tactics
by President Goulart and his supporbers. However, such unconditional support
cannot be justified because (a) there is not sufficient expectation that

. either of the alternatives will came to pass without scme positive action

on our part; (b) our unconditional support could in fact encourage President
Goulart and extremists around him to continue their present course and we
would thus contribute to a further deterioration of the political and econ-
ouic situatione.

There are limited p0351bz.l:.t1es of confronting President Goulart on the
‘international front. Unless Brazil should make a clear break with the rest
of the countries of this henisphere, an effective confrontation will be
difficult. While the ‘Brazilian position was ambiguous and deliberately con-
fused  during the recent Cuba experience, they did vote along with the other
~ American Republicse It is possible that Brazil might be forced to shift its

policy to avoid putting itself in isolation inh the hemisphere. In this regard,
however, we can only continue our firm policy in the OAS and confront or
isolate Brazil only as Brazil makes such action necessary. We should not,
however, overlook opportunities to deny prestige to Brazil's ‘‘neutralist,
pea.ce-maldng" role insofar as it encourages resistance to U.3. policy objec~-
tives in this hemisphere.

One should not expect that a major political confrontation with
President Goulart will bring about his sudden and complete conversion.
He will still maintain at least same of his alliances with leftist elements.
He will still be limited by his own ineffectiveness and excessive pre-
occupation with political power maneuvers. A aajor political agnfrontation
could, however, influence President Goulart toward a more moderate and more
constructive political course, including ruch heavier reliance on center
forces in the country willing to collabtrate with hin if he acts respons:.bly,
in vhich more hamom.ous U.S.—Brazn.l relations could be maintained.

If there is such a political confrontation, it is unlikely that
President Goulart will react violently against the representations or
against the U.S. unless our posture is too drastic. It will be necessary
to aveid any suggestion that President Goulart is incompetent or ineffective.
It may be necessary in the discussion to acknowledge same of the leftist
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developments of the past eight months as part of an understandable past
political strategy even while we object thereto in terms of their adverse
impact on UeSe-Brazil relations. It may be necessary o stress the ime
portance of key government personnel more fully representative of Brazilian
political thinking as a basis for effective Brazil-U.S. relations, rather
than directly criticizing the quality and character of recent cabinetss

In short, the confrontation must be phrased so as to avoid any avoidable
offense to President Goulart.

~ The confrontation must also offer pos:.tive inducements. Not only might
" there be a citation of the unhappy experience of other nations which have
trusted the communist nations too much, but there should be positive expres-
sions about President Kennedy's great hopes for the future of Latin America;
about the need for hemispheric solidarity in improving, and accslerating
advances under, the Alliance for Progress; and about the special leadership
role of Brazil as the southern giant. It would be useful, too, to cite the
precedent of President Goulart's early political patron, Geétulio Vargas, who
in the early %40s made the wise decision of putting Brazil unequivocally

on the side of the Allies and who developed a special relationship.with
President Roosevelt in so doinge Additionally it would be desirable to hold
forth the pramise of serious consideration to their request for help on their
larger financial program, based on a serious effort to promote development
within a framework of financial stabilization. All of this would be phrased
as contingent upon the expectation that obstructions to effective Brazil-U.S.
relations would be removed. ~__

. From past eucper:l.ence it is probable ‘that President Goulart m.ll appear
reasonably respons:x.ve in any confrontation along the lines suggested above.
However, experience has also demonstrated that President Goulart can be glib
on general assurances and weak on specific performance. -It would therefore
be desirable for the U.S. Ambassador to follow up and discuss one at a time
in subsequent conversations with President Goulart all of the important items
covered in the general confrontation. One meeting, for -example, might be on
the subject of positive steps being taken by the U.S. to move ahead on the
Aliance for Progress and the matching steps which should be taken by the
 Brazilian Govermment to give positive constructive support to the Alliance

as a joint Latin Mmerican-U.S. venture. Another meeting might be devoted to
the climate for private investment and obstructions thereto. There will be
many other specific issues  for similar follow-up. : ' '

The foregoing course of action could discourage, but is not designed
_specifically to cope with, the possibility that President Goulart may have
decided, or may decide, to move toward a left-wing dictatorship or toward
other undemocratic developments, with the support of his extreme leftist
allies. This might involve s “.3._; the Congress or intervention in the
govermment of various states. i Jf there should be future developments in this
direction, the United States should be ready to shift rapidly and effectively
to Alternative B-~collaboration with friendly democratic elements; ineluding.,
" the great majority of the military officer corys, to unseat President Goulart';
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