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3. I certainly agree with Dick and others that B/P problems are
a major bottleneck to long-run development. What I'm not sure
of is that all the efforts we appear to support {and for which we
make substantial resources available) which seek to achieve
stabilization, are always related to the core cause of instability.
We sometimes tend (less than the IMF, to be sure) to over-identify
instability with monetary factors. Although important, they may
be symptoms of structural probleme with which the application of
resources will not deal unless other appropriate measures are
simultaneously taken. We've made good progress in a variety of
areas here. But I'm not aware that we have done much in moving
the Bragilians to adopt suitable incomes policy, for example, to
get at some of the basic causes of instability.

4, Let me try to summarize our thinking here as it has evolved
and been expressed over the past weeks in cables and memos to
you and Bill Belion.

(1) Substantial US assistance is necessary to achieve USG
development goals in Bragzil. Its use as an expression of our
reaction to political excesses {as well ae to show political support
for a regime) is unwise, risky, and harmful to the attainment of
our long-run development targets.

{2) We have available to us other forme of expression if we
wish to articulate US views of Brazilian political performance.

{3) We expect that our development goals and interests will
remain essentially unchanged for some years. (The Alliance for
Progress will continue to be a central part of US policy and Brazil's
development requirements will not alter significantly over the
years.)

(4) Whether the GOB or the political gituation is precisely to
our taste or not, we anticipate that Brazilian development policy
will allow us to make good use of our resources.

(5) We should move the FY 68 program, doing our best to
relate it to long-term development targets, io past commitments
rather than to the present scene, and we should explain our policy,
at least to selected US Congraess and US press audiences on
a background basis.

CONTIDENTIAL



http://COJn5T.DF-IvT7.AL

DECLASSIFIED

. .l‘) - .
,—‘un'ﬂorll}‘E \uD QXD




