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DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEVELOPMENT
Washington 25, D. C.

UNITED STATES COORDINATOR
ALLIANCE FOR PROGRESS

MEMORANDUM FOR: Mr. Ralph A. Dungan
Special Assistant to the President
The White House :

February 6, 1963

This memorandum is in response to your réquest of this date
for information in preparation for your meeting tomorrow with
Governor-elect Antonio Lomanto, Jr., of the State of Bahia, Brazil.

Governor-elect Antonio Lomanto, Jr. is visiting the United States
under the auspices of the leader-grant program. He is expected to be
in Washington through February 8 and then plans to visit Europe and
Israel.

Governor Lomanto has expressed support for U. S. policies and
the Alliance for Progress and interest in exploring possibilities
for foreign investments in Bahia. The Governor-elect will take
office in April and could become a very positive force for closer
UsS.~Brazilian relations. We understand that the Governor is
desirous of making an excellent record for himself with an eye
on the Presidency in 1965. He would particularly like to have
the Alliance program in Bahia serve as a “model®™ program so as
to refute the criticisms of the program made by Governor Miguel Arraes
of Pernambuco.

The Governor has requested financial assistance with his four-year
development plan for Bahia, which would cost an estimated $80 million.
It appears that the total plan would require $15 million for the first
year, an amount which could be programmed in Calendar 1963 from FY 1963
and FY 1964 funds. He stated that his plan has the support of
President Goulart, who has authorized him to negotiate his four-year
plan with the United States. On the latter point, USAID/Brazil has
informed the Governor that we could not bypass SUDENE, since the
success of the Alliance in the Northeast depends upon cooperation
with that organization.
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You might wish to point out to the Governor that a successful
implementation of the Alliance Program in Northeast Brazil requires
that we maintain a harmonious three-way working relationship between
SUDENE, the State Governors and USAID. You may also wish to inform
the Governor that we are encouraging our staff in Brazil to move
forward as quickly as possible on at least some part of the plan.
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Enclosuress

1. Biographic data on Governor-elect Lomanto
2. Brief comments on the Bahia Plan
3. Alliance project activities in the State of Bahia
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Attachment 1
CONBTSENTTAL

LOMANTO, Antonio Junior BRAZTL

Governor-Elect of Bahia

When he takes office as Covernor of Bahia in April, Antonio Lomanto (age 18)
will be Brazil's youngest state governor. An ambitious and energetic man, he has
already completed seventeen years in publ}c life. FHe is currently serving his
second term as Mayor of the city of Jequie (population 130,00). He has been
president of the Brazilian Association of Municipalities and a prominent member
of Rotary International. In connection with these interesis he has visited the
United States on two previous occasions-in 1955 as a regional governor of
Rotary Brazil and delegate to the Rotary international convention at Lake Placid,
and in 1960 as head of the Brazilian delegation to the Conference of Municipali-
ties held in Washington.

Lomanto was elected Governor with the support of President Goulart's
Brazilian Labor Party, the National Democratic Union Party (which has opposed
President Goulart) and several smaller parties. He defeated a candidate who
had communist and other extreme leftist backing. His principal interests-
agrarian reform, economic development through industrialization, and the
improvement of municipal govermment-parallel to a large extent the objectives
of the Alliance for Progress, Lomanto hopes to be able to make his state a
mod2l of what can be achieved through the Alliance for Progress by a
democratically-oriented regime, and thereby to spread his influence throughout
the Nertheast, to the detriment of the Communist-oriented Governor-elect of
Pernambuco, Miguel Arraes.

Lomanto apparently believes sincerely that he can use a successful
administration of Bahia as a springboard for election to the Presidency in 1965.
In these elections he hopes to be the candidate of the Brazilian Labor Party
which he believes must perforce select a roderate standardbearer. Regardless of
the extent to which Lomanto's hopes materialize, it seems likely that he will be
of increasing importance in Brazil's national politics. His significance
already therein is attested by President Goulart's having recallied him from the
United States, at the beginning of his current visit, for consultation regarding
the new Brazilian cabinet and other impertant appointments.

Lomanto and his wife, Hildete, are the parents of twin sons, Antonio and
Leurt (age 13). His wife and children are accompanying him on his trip to the
United States, as are his father, Antonio, and his mother-in-law, Elilia Roga
de Brito.

Upon completing his program in the United States, Lomanto plans to visit
Europe and Israel.
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CONPIDENETAL, Attachment 2.

The Bahia Plan

Brief review of the Bahia Plan reveals nothing substantially incon-
sistent with the USAID Northeast Program. In the Mission's judgment
the plan warrants our encouragement and support subject to (1) avoiding
any specific dollar commitment (2) making clear that any support beyond
the first year depends on future U.S. appropriations for aid (3) stress-
ing the regional coordinating role of SUDENE and that any USAID action
on the plan must have not only GOB approval but whole-hearted, unreserved
federal support (L) making it clear that although we are eager to deal
directly with Bahia, this must be done in a way which will not offend
SUDENE, with whom we must continue to work, and (5) making clear that the
plan must be reviewed and approved in the field before any definite commit-
ments can be made.
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Alliance project activities in the State of Bahia

(1) IDB loan of $4,120,000 for the water system of Salvador.
(2) IDB loan of $265,000 to the Bahia Planning Commission.

(3) USAID Health agreement providing a grant of 340,000,000 cruzeiros.

(L) USAID Water agreement providing a grant of 200,000,000 ceuzeiros.

; , (5) Food For Peace-Seventeen projects built in total or in part
b with FFP include seven farm-to-market roads, eight dams or
reservoirs and twe buildings housing public fountains.

(6) University of Bahia-Program provides assistance to improve
the geologic competence of junior faculty members.

(7) Electric Power - Foresee A.I.D. loans to finance: hydro-
electrical systems for Vitoria da Conquista, electrical
equipment, sub-stations and construction equipment for
Prado and Paraguassu River systems.

(8) Roads - Under review by Mission is a loan application for
improvement of Road BA-1l1, from Jequie to IPIAU--
approximately 52 km. BA-1l is an important link, connecting
the main Federal Highway BRL with BR5. The stretch from
Jequie to IPTAU needs grading, improvement of base and some
paving.




DRAFTED: February 9, 1963
INITIALED: February 9, 1963

INFURMATION MEMORANDUM IFOR THE ADMINISTRATOR
THROUGH: BXSEC

E SUBJEOT: Agenda for Strategy Review Session for Brazil

1. Stould the strategy be based on the premise that

brazil's large resource gap 1s largely a short-run (two

| .. Yyears?) phenomenon and that the size of AID support can

| decrease substantially in a lew years? The paper points
out that a qulie satlsfactory growth rate was sustained
over the past several years, Apparently, therefore, the
purpose of the program is (1) to correct the policies
which have caused, and to help f1ll, a temporarily dis-
torted balance of payments gap and (2) to help correct
certaln politically and soclally importent deficlencies in

. the pattern of resource allocation. If the Brazilians act

 properly, is (1) likely to be fulfilled soon and the level
of resources needed for this purpose decreased? How long
will we need to provide resources to correct for (2) above?

2. Self-help conditions.

a, Is it correct that the proposed technique of-
setting self~help conditions is qulte different from
the Chile pattern? In the Chile case, disbursement
of approved loans is tied to performance rather pre-
cilsely defined and reviewed quarterly, The Brazil
strategy suggests that the approval of loans, largely
project, will somehow be geared to performance and

ﬁ? \ that the total of such aid will not be specifically
‘ negotiated with Brazil, How will this work? Why is
the approach differeq} from Chile?

b, The preliminary IMF mission to Brazil recently
completed its work. While impressed with the Govern-
ment's desire to concentrate on a stabilization program,
the mission indicated that the 1963 budget deficit
would probably be 50% higher than that projected in
the Three-Year Plan. Moreover, the members thought
that insufficient evidence was available to indicate
that a truly effective financial program will be under-
taken by the Government of brazil in 1963. Do we have
any reason for a more optimistic analysis of the situa-

NW tion?
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¢. Should Brazilian reform efforts founder,
what will be the U,S. position and what will be the
funding implications of this position? Will we con-
tinue our previous program of a Northeast program and
limited assistance to certain states. Will we attempt
to enforce our policy with other lendlng institutions?
What would be the political impllications of such a
policy?

d, UsS, assistance is to be made conditional on
the Government of dSrazil encouragling foreign private
investment., Whei measures deo we have 1in mind and
what are the chances for their implementation? .

Luiin O S g e

Lester [, Gordon
Deputy Assistant Administrator for Program
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. © Over the past several yoars Brasil lms sustaiued @ 6F to 7% rate of resl
fr economic growth (over 3% 4n per copits terms) and has genersily seintaized the
| treAitional ties of friendship with ths United States. Eowever, during the
past 18 moutks he Goulart Afninistrution has pormitbded conditicso to cceur
in Brasil vhich bave been inindcal to U, 8. objsctives. Trede unfl easistance
relaticnships with the Bloc have isercased. Covenment fiecal and mometary
policies and the masultent budgetory deficit (almost 259 of tho Wwiges) and Wgh
- rats of inflation {about 50% over the last year) have exmsed ecopemic Gislovaticns,
Q1scouregedl tavestznat aud cantributed to the preammt balance of paymits crisis.
!bnign exchange roserves are virtually exinmusted, and there have hesn GITecrILws
aud delinguencies on forolgn poymemts. Crosing ctatist tendencies on the part of
the afninistration, expropriation of foreign fime and the passcge of a Testrie-
%ive profits remiitance lew Dove recultcd i reduced levels of forvign end domestic
privato dnvestment. The lack of sound plannipg bos resulled 4w en fmofficfeat
allocstion of zesources; aleso, insufficient cxpimeis das been ploced on treindag
ﬂzhnanmumumeﬂnﬂﬁrmm. Firally, goverrmeut Smucticn on basic -
reforms bas resulted in growing social wnrost eud kos jrovi@ed o seiing in which
loftist groups oxo growing 4n infivency and pownr.

Shortly prior to cxd sizes the vialt of Atbomey Cemoval Kemnady, there hive
been & mmber of positive developments. A Throe-Sear Plom of economic dovalepment
and stabilizatics Por Brawmil h2e just boon cruovsced. Waile She plea has not yoo
been analyzed in detall, it appeare to piesent @ usoful fromownsk for stabiliza.
%ion end grotth. A% ths eame time, receat pudlic sistemsuts by President Gowlead
| suggeot the ponsibility of closer colisharndicn oa Alldemce for Progress goals,
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j-“"" policies move consistont with U.S. objoctives. Tho GOB has spparently satisficd

~ the Internstional Telephone ond Telograph Company’s domends for reisdmreesut
= for losses resulting from exproprietion of its properides in Rio Grents 6o Sul,
| e3d Presidont Goulart hns xocently eliminated exchange subsidies ca patzoletm
| ond whost. A tax b1l hao been passed which o expacted %0 produca the equivalent
| of over $200 ni1Man 4n mew zoveme.

Our posture toward Bragil 19 complicatad by the spocial conditions wdich
ovtain in the Rorideast, tho largsst area of extrems poverty in latin Amsvice

¢ (23 million people, por expita GBP of below $200). In recognition of the problams
eod particulsrly the instabllity, of this svea, the U. 3. Goversment last yeer
-omtm $131 milldon af assistence cver 4w years to a Seyesr Sevelicpmsnt
- progren for the crea.

L‘B.'_O_b;[actiu _

As the largest cnd most populicus nation in letin Azorica, Bravil i o
pivotal countzy vhose political, cecmomde andl social gevelspmeat - or lack
thereof - mey well @etermive tho viability o€ U. 8. latin American policy.

It is consequently of thoe highuet isportenco %o the ister-fmoricen systsm that
Braril achieve political end ecomcmie stadiiity ard eustaluod economic growth.
C. Strafegy

U. 8. aseigtonce stxategy 10 btasad cm the convietica ¢Ial ald can be cu
oﬁ‘oc’nﬁ instisent of Y. 8. foreign pelicy fn mémoving o povdlally ncutralize
ing existing obetacler o Brazilien development, onf @ belie?f that conditions

| Dow exist vhich ave emcouxaglng to the guccess of cur efforts.
“ Tao basic obstacles ave mcaz;t&hh.of a¥tuck oaly by ecticus of ¢ha
| Brawilion Govormment. Tae oversll Vsvel of U. §. nosiotencs vill da wsed withmwt

|

E,mcloung gpecilic totals, mot enly ito 8timalets the éraired weie of dovolomaens

| but also as Jeveragss o assund both the deltiastion on@ combtimsnnse ¢f rofomma.
COVFIDIETTAY,




L QD

In discussions ard negotiaticns with the GOB, A.X.D. vill mke cleer ilot the total
muu.s.m,umnu.s.mmmmmmufm

| othar leoiing sowrces, vill in large art bo dstenmined by Brasiiton efforts, wler
'thc.ﬂnumrpm,to(a)mmm, (b) maistadn proviows levels
| nmm(mmmuMam)wmmmm»

 ment-of privete envorprise, bodh demnstic and foroigu, i (o) wndertele foreign
and domestic policies mot dmismical %o U. 8. imtorests. Bacouse of past difficuity
in holding Braeil to ite cousitments, end o asswre that the Alldance for Progress
imge is not lost, 4.I.D. serutegy will be o provide essistunce to the extant
possivle om a project raldor than & progvem basis %hcmgh it 4s meowzeﬂ 4bat
thmdmmmmcfmms sitration end the slowness of

L_

. -pxojwk proceduyes muy roq:ii.:a o comvinadicn of the two. AL the szue Time tho

mgotmtwse&mn'.‘aes of a progre= gyprecch will de roteined by employing the
overall lovel as Gescribed cbove. Even in the ovent a coxtein cmount of progren

assistence 13 folt €0 Lo nccossary, the local currency proceeds vwill bo earmoried

for speecific projects. Ia eitbhoer event, it will be m=ile clear to the GOB tlad

U. 8. assistance will be eonditionel ca:

e

20
3.
k.

S

6.

efforte 20 reduce budguiory deflcity inelwding reduction of govermmunb
sutcidies, particulariy in basic consumption itoms end Sn rellwyy
txensport.

duprave tex cdodnictraiion,

encouzogersat of foradgn private investment.

export promudicunl policies.

efforts ta obtaln izoryewsed asoistonce from Esrops sad intorpetienal
ozgendzaticns.

Gevelopmunt of eoved Woloeto.

At the ooz time, the divecticn omd eppbacis of United States ssslslenco will

Yo relsted to the Zolicwing elarants of the Txwe Tesr Plen: (1) izproving the use
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| remove mjor bottlanecks in e devalopeent effort, which vill strengiing the

~ priwate sector, and which vill gramte isport coving end export eaming

. eotivitles; (2) aseisting the Gevelopasnt of kay okills meeded in econcmic develop-
mnt; (3) incressing food productios, particularly mast production awd distrltu-
%ion, %o provide belter dloto and comtritute substontially %o export carnings;
and (&) helping to ensure taat preasiag social prodlams do mot lead 3o civil
digturbences walch conld bo exploited by anti-Ssmsczetlc olemsnts in the cociely.
~ Tachuded in various ectivitics to be midsriaken in this Istter aves is o mnjos
effort to improve fosfl storege and dletribution, end sccial Gevelommont efforis
_iathi fields of heallh housing, wnbtar oupply oyotuxs enf wran cecammsalty

' Ta the Eortkeast, vo aro nov providing some inttdnl finameied ansistenco

3

to verious socisl projoris in such fields oo clfucadicn, heokid, coammity water
oupply, rwrsl conmmmily elsctrificatiom ond coxmunilty dsvelopmant. Ve aro oware
that aesnive long-term Investrents ere yeguired for these soeial objectives lat
s¥pect that the individenl ctates ond othor indigemous grovps will Snereesingly
teke over finemeinl end opeymtimml Teoponsibility for %hsse sctivities. We
will, with certain exespiioms for rogearch fad fercibilifty ctudles, torminate
this fype of aid during ¥¥ 19Gh. Tuvestmont otudies, wator resocurce SWEvoyD
end other inmvesdigatlons basic to determiaing im Wiich dizvections ue should
ove ia the fature to snxindes the wse of U.O. zesourcos e deing eaghzolzed
in the FY 1963 exd FI 1564 progaams. Major fuvding during Fie 1953 end 196k
will pupport cconemic infreciruchmoe loon activities (surh es Mighways cnd

me koy dofustrics) wich cmpribule to e loug-runge soluticn of the

S~
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othar Free Wrld countries and private amvities to anlist active participation _

Ve wil1 contimue ¢o encouregs Braxilfsn efforts towmrl social and economic -
refor {s.g., exisulng special tax imcemtives to industrial investmmt in the
Bortheast, agrorian reforns, atc.); we regard aur devolopEert assistance as
euplenmtary to ouck Teforme and to tha larger self-holp offcrt bedag earriod
oat by the 0GB 4n the Northeast.

8peclal efforte will be xade Lo assure that local curremey geperated tirough
substantial PL 380 programe will be efivctively contiolled by the U. B, €0 es to
gserve @5 cn 24841%snal sescurte In ke prosceniicn of 4his etratesy.

The U. 5. will encournge otker lonfitng institwiions and countries to extond
Mt to Bravil a8 it evidences & real self-elp aﬂm. With gueh evidapee,

—tha U, 8. will excourege (1) ¥o 0B Trust Fund %o Gevote a eubztantial fyaction
of ita enticipated pcw rosdurces %o Bynsilium m»aiél favelspxent projeets; (2)
the IDB (Ordicary Crpital) end Ex.To Runk to provide support for imfustrial
development; (3) Buropoan madlons to aselst and davest in Braxdd; end (h) e
¥orld Benk to effect o respproachment with Pmzil.

D. Sgtal Funfilas FY €% |

To psnett ke purcult of tha precolilng sirategy, thoe following U, 8.
aogicbenes 4y projecied for FY &Y%, Developmont foams: 150200 niliten;
Developmant Geowto: 20 willion; P. L. 4E0: 8.5 4a Titlo ¥ sales.

Ourrently aualynis foifestos, ¢het tlis ALD, lovel, olong with ofhor ,
expacied cxbamml coital fufiey, my foll swbetaniisily shord of $11ilng Bezil's
projected Palence of peyrcnds gop af ito mesds For oxiamanl Tagourees 4o susiodn
wowth. Fowover, givem 1lkoly A.5.D. fumd ovaiiedildties end other roprivetais

—
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(a) Teprovement of bacic living conditioms in 475 caricusly dsprescod wrdan
sod raral cormmitics. This goal contasplates & coorGimuted attack imvolving:
- (1) establistzmt end/or m::tmcmg of 1500 hoslih posts By ond FY 673
(2) istroduciion endfor izprovessnt of wuter systoma in 207 comnmities by i967;
4 (3) fmtrodution of edsctricity into 532 comumitios By end Y €5 ena (%) ctior
ectivities relating to housing, cowmmity developmeat eul "work fromt” pavjects.
(b) Taprovement of humn sod sccncsle rescurce base by (1) resswrce
 Amvestoriss end econosic and soctal rosearch exd plaming, (2) Mighuy ecastruction
sol firemeing, (3) !ielx&ng fSzonce pomr steticns apfl Wresnordgsicn 2ines in ﬁmr
power systess, () doller fimsncing for devilozment banke, industrisl foesidility
stulles end plent cobsiruesion, end (5) vocational troduieg and edncabiomal
(¢) Isgooved lond voe and temve, ond imereased feod susply Shrough
(1) ineveassd agriculsural reseureh andt trataing aPffecting 60,000 farm families
by 1966; (2) fncrecsed woe of faztilircrn cof Lugroveld sariuting, cturage omd
Frocessing 5 citain o 505 ries 4n profncticn 3y 2670, ced (3) resettlemsnt
end colcaisation smuppord, involving survays, Syxinisg, equizment ond cosxofity
easpiutance.
2. Yo muport ped stimdate scoronle sud pecind plomndng. Assistemeo will
te provided to Broallion agemeies pgossd 48 Covdlopmend plemmésg ¥o wolsriaks
{_,-(a.). sactor studies as pord of ory mutlomal pleening offerss (b) "Hoover-typo”
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'-"m&mumﬂnm; (¢) amilysis of sajor economic and
- social problams (e.g. landt tamwe); (&) swvays of mampover noeds end svailoe
| bilteles; and, (o) trainisg of Brartlen govermment officials Szvelved in

. plomaing and edminictratica.

L 3. To Ssgnove the Mumen yesource base mooded £0 support developent.
 Prepising Brosilion umiversities will be ctrengthened so they can graduste more
econcmists, enginoers, sclentlst, and agriculturel specielists. Seconfary and
vocgtional ofneation will elso bo assistod.

b, So slieviste presaing sociel problems. mﬁmmrmmm
@lreotsd %o sajor social problems, with egkasis on the urben olum Gwollers,
Pmﬁf&&automlmtim&amn‘-aﬁa&smdmﬂm&mam,m

= colony resetilement programs. Eelp In comsiructlon is divected toward am

bw@uofl,scomm, 1,000 sowor oystems o essve an estimnbed
40 22110n people by 1570, end mlords ersddecdion. Ths 0B Social Progress
Trust Foi will be the princigal extorasl sourdo of fimsucing for sctivitios
in this area.

5. To dsyrove the effectivensss of the public safety agencies., Frimavy
epiipelin i divected towards wpgrading peracenel thvough police txuiring
wogrens enfl bottor facilildies.

6. To Socyoene food smply. s gool oims to echisve two yesulis:

(a) @oubling profucticn of mast by 1970 cud (b) Smcressing W sxownt of food
reaching the ulttamto conmmmy by rofucing presant mxheting losses fram 307

to spproxinztoly 104 vy 1970,
7. Egpand the Infnotrial oud infrestauctoral bese. In tho absente of

_ - comprehensive devalopzent plen, high priarily pwojects will be selectoR wibch
erpear o ramove gericus bottlsnocks, wiih cpociel crgiinsis givoen ¢o ilwose which
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amoowage privote Savestrzont, Thus, poojocts Wikl be celocied in new or existing
$nfustries which, ns a result, will be cepeble divectly or indirectly of (a)
- providing gein®id employment to largs mubers of worlers srd raise thedr gtanicrin
of living, (b) eveating new or bettar products (85 gugluce imports or to cyeede

m,ww‘mmmm)mm 2a¢ dcmertionlly
evallabls sgricuiiural emd other zav materials svd (c) gamarclly meking o
siguificast soriridutica 4o tatlanal inmecrs.
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