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October 29, 1962. 

MEMORANDUM FOR: The Honorable Edwin M. Martin, 
Assistant Secretary of State 
for Inter-American Affairs. 

I regret to say that during the conference at Mexico 
City the Brasilian representative, Celso Furtado, Minister 
for Planning, on a number of occasions exhibited a distinctly 
unfriendly attitude toward the Halted States, particularly 
i n connection with the Cuban c r i s i s . I am afraid we w i l l 
have to bear this i n mind i a our further dealings with him. 

I am attaching a memorandum of a conversation X had 
with him on Monday evening, October 2 2 , about an hour after 
the "resident had made his television address to the nation, 
the f i r s t two pages are routine but I draw your attention 
to the third page. I am also attaching a memorandum from 
Henry CostanEO, noting two other Incidents indicating Mr. 
Furtado*s attitude. 

X am sending e copy of this memorandum with the attach­
ments directly to Line Gordon as well as to Ralph Dungan. 

Douglas Dillon 

act Lincoln Gordon 
Ralph Dungan v" 
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October 29, 1962 

MEMORANDUM OF j-JNVSRSATION 

P a r t i c i p a n t s : B r a z i l : Celso Furtado, M i n i s t e r w i t h o u t 
P o r t f o l i , f o r Planning 

• Henrique V a i l e , M i n i s t r y o f 
Foreign \ f f a i r s 

U.S. Secretary D i l l o n 
Mr. Costanzo 

Time and Place: October 22, ^62; H o t e l Maria I s a b e l , 
Mexico Cicy 

Subject: B r a z i l i a n Planning and Related Matters 

D i s t r i b u t i o n : Treasury: Mr. B u l l i c t 
Mr. W i l l i s 
Executive S e c r e t a r i a t ( 2 ) 

State : Mr. M a r t i n 

Executive S e c r e t a r i a t ( 2 ) 

AID: Mr. Moscoso 

Eximbank: Mr. Linder 

AmEmbassy Rio de Ja n e i r o : Ambassador Gordon 
MINISTER FURTADO explained i n some d e t a i l t o Secretary 

D i l l o n .ae work he i s novo beginning to develop a r a t i o n a l and 
comprehensive d e v e l o p m e n t / s t a b i l i z a t i o n program. I n the past, 
according t o the M i n i s t e r , s t a b i l i z a t i o n plans were drawn up 
w i t h o u t reference to the o v e r r i d i n g need f o r development and 
s o c i a l j u s t i c e , and consequently proved u n r e a l i s t i c and w i t h 
no r e a l p o s s i b i l i t y o f successful implementation. Future 
e f f o r t s w i l l be d i r e c t e d toward s e t t i n - up r e a l i s t i c goals 
f u l l ] - coordinated w i t h one-another. M i n i s t e r i n charge o 
planning, a t the Cabinet l e v e l , J.wL_.ER FURTADO s a i d t h a t he 
would be able t o u t i l i z e i n f u l l the services o f a l l govern­
ment departments, agencies, and e n t e r p r i s e s and t o d i r e c t a 
comprehensive e f f o r t . Plans i n the f i r s t instance would be 
developed by the agencies which would have the r e s p o n s i b i l i t y 
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f o r t h e i r implementation. The M i n i s t r y o f Finance and SUMOC 
would be key agencies i n the planning e f f o r t and MINISTER 
FURTADO s a i d t h a t he would have the a u t h o r i t y to sea t h a t 
f i s c a l , c r e d i t , and exchange p o l i c i e s are c o n s i s t e n t w i t h the 
o v e r a l l plan and development o b j e c t i v e s . The o v e r a l l plan 
would i n c l u d e the p r i v a t e sector and measures o f p u b l i c p o l i c y 
designed t o induce p r i v a t e p a r t i c i p a t i o n i n development along 
d e s i r a b l e l i n e s . 

MINISTER FURTADO s t h a t given the o v e r r i d i n g need to 
ma i n t a i n the momentum o f development — he mentioned a growth 
r a t e o f 7 percent — i t would not be possi b l e co accomplish 
f i n a n c i a l s t a b i l i z a t i o n very q u i c k l y . He said t h a t he had i n 
mind reducing the r a t e o f i n f l a t i o n by 50 percent i n each o f 
the next two years. Thus the r a t e o f i n f l a t i o n would be 
reduced from 60 percent i n 1962 t o 30 percent i n 1963 and 
15 percent i n 1964. As a p a r t o f the program, new t a x measures 
t o r a i s e CR$200 b i l l i o n were now being readied_i f o r p r e s e n t a t i o n 
t o Congress. These would be f o l l o w e d e a r l y next year by a 
thorough reform o f the t a x system so as t o e l i m i n a t e the 
reg r e s s i v e bias o f the present s t r u c t u r e . The problem o f r a i l ­
road f a r e s and othe r charges by government e n t e r p r i s e s could not 
be separated from the general t a x s t r u c t u r e and could on l y be 
solved as p a r t o f an o v e r a l l f i s c a l reform. 

MINISTER FURTADO mentioned the balance o f payments problem 
which, he s a i d , a r i s e s l a r g e l y because o f the s t r u c t u r e o f B r a z i l ' s 
e x t e r n a l debt. Most o f the l a t t e r was acquired as shor t - t e r m 
compensatory f i n a n c i n g , ; ; : I t here was urgent need f o r debt 
c o n s o l i d a t i o n and rescheduling. He mentioned no estimates o f 
e x t e r n a l a i d r e q u i r e d i n connection wicn h i s plan. MINISTER 
FURTADO d i d , however, say t h a t he had discussed w i t h Ambassador 
Gordon the d e s i r a b i l i t y o f discussions and, i f p o s s i b l e , agree­
ment on U.S. a i d i n advance o f the forthcoming P r e s i d e n t i a l v i s i t . 

SECRETARY DILLON s a i d t h a t he was pleased t o hear o f 
renewed e f f o r t s toward s t a b i l i z a t i o n and wished the M i n i s t e r 
w e l l i n h i s a t t a c k on the i n f l a t i o n a r y problem. THE SECRETARY 
sa i d he would mention o n l y two aspects o f the B r a z i l i a n 
s i t u a t i o n which had given r i s e to some concern. F i r s t , t h e r e 
had been an i n a b i l i t y i n the past t o match plans and performance. 
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Measures which were v i t a l t o s t a b i l i z a t i o n had been planned 
before, but necessary a c t i o n had o f t e n f a i l e d t o come forward. 
He hoped t h a t there was now a r e a l w i l l i n g n e s s t o take a c t i o n 
and t h a t the Congress would approve the proposed t a x increase 
and o t h e r necessary measures. Secondly, p r i v a t e c a p i t a l would 
have t o play a la r g e r o l e i n f i n a n c i n g B r a z i l ' s development i f 
the goals were t o be reached. Discussion and recent passage o f 
l e g i s l a t i o n on remittance o f p r o f i t s by f o r e i g n i n v e s t o r s had 
made a very unfavorable impression, and the f l o w o f c a p i t a l t o 
B r a z i l had almost come t o a h a l t . THE SECRETARY said t h a t he 
hoped ctie improved b i l l on t h i s subjec" ..ow before Congress 
would oe acted on soon. 

MINISTER FURTADO then s a i d t h a t he had heard Secretary 
D i l l o n was t o r e t u r n a t once t o Washington. He said t h a t t h i s 
would be u n f o r t u n a t e f o r the' IA-ECOSOC conference and asked 
whether the Secretary could not reconsider and stay f o r the 
le n g t h o f the meeting. 

SECRETARY DILLON explained i n some d e t a i l the nature o f 
the Cuban c r i s i s , the extreme g r a v i t y o f the s i t u a t i o n , and the 
f a c t t h a t he had been ordered t o r e t u r n t o Washington by the 
President. THE SECRETARY noted t h a t t h i s was h i s s i x t h I n t e r -
American conference, and the f i r s t which he had been fo r c e d t o 
leave e a r l y . He stressed t h a t the work o f the IA-ECOSOC a t the 
present meeting remained important as the r e a l long-term answer 
t o the present c r i s i s , and t h a t i t s work should proceed as 
planned. 

MINISTER FURTADO then suggested t h a t , i f the Secretary 
r e a l l y had t o leave because o f the g r a v i t y o f the s i t u a t i o n , 
the conference might as w e l l be concluded a t once. SECRETARY 
DILLON showed considerable annoyance a t t h i s suggestion, and, 
a f t e r p o i n t i n g out the ext e n t o f the work t h a t had gone i n t o 
the conference and the f a c t t h a t a h i g h - l e v e l U.S. d e l e g a t i o n 
under Mr. Moscoso would remain, s a i d t h a t i f B r a z i l were not 
r e a l l y i n t e r e s t e d i n the A l l i a n c e f o r Progress, M i n i s t e r Ftftado 
could o f course leave the conference. 
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AMBASSADOR VALLS int e r v e n e d t o say t h a t he and the 
M i n i s t e r recognized the importance o f the conference and had 
hoped t h a t the Secretary could stay longer i n order t o prevent 
any l o s s o f i n t e r e s t or f a i l u r e o f the meeting through a 
general departure o f M i n i s t e r s . 

Approve: 

Approve as amended: 
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October 29, 1962 
MEMORANDUM TO THE SECRETARY: 

From: Henry J. Cos tan 2 0 

Subject: M i n i s t e r Furtado's Behavior a t IA-ECOSOC 

I d i d not get a chance t o t e l l you before your 
departure from Mexico t h a t M i n i s t e r Celso Furtado n o t a b l y 
abstained d u r i n g the very warm applause a f t e r your speech 
of October 23 on the Cuban c r i s i s and the A l l i a n c e f o r 
Progress. 

M i n i s t e r Furtado also f a i l e d t o applaud d u r i n g what, 
i n my view, was one of the h i g h l i g h t s of the conference. 
On Wednesday after n o o n , October 24, Jorge Sol i n t e r r u p t e d 
the Plenary t o make a s p e c i a l announcement about a telephone 
d i s c u s s i o n he had j u s t had w i t h Mr. Mora. When Sol said t h a t 
Russian ships were being d i v e r t e d , t h e r e was a spontaneous 
and general b u r s t o f applause. Many delegates came forward 
t o shake hands w i t h members of the U. S. Delegation. 
Mr. Furtado remained i n h i s seat and made no move t o applaud. 

The above i s based on my own personal observations, 
subsequently confirmed by several members of the U. S. 
d e l e g a t i o n who also made a p o i n t o f observing Furtado's 
r e a c t i o n s . 
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