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In Augunt 1966 the Goverimmnt of Brazi created the ft Special Group for the Ratimm-'ligation of the Northeast smuar AgrolIudutrj (GEWI)o Following Initial organizationaldlificulties lastifg apgrOmnitely two yearsa GERM was reorganizll and in February 1969the present Ef ctive Secretary of GMTA was appointed. GERM Is now coofrontIng the taskof creating a viable Institution capable of carrying out a politicallyp econowicallyp andsociaLly difficult apratian reform program in the northeast sugar zono, with only limited 
financial and technical resources available 

Because of the urgent need to institute a reform progre . quickly as possible, GERANboa requested IJSATD to help m meet the resource Saps by providing technical
advisors, and training prqrm and by providing part of the capitol resources which will
 
be needed.
 

The importance of this agrarian reform program to the U.S. and the 5Ogs develcMentobjectives has been amply described In other documentation and is not repeated here* (Cf.TOID A-L12 and the FY970 and 1'F71 Country Program MeorandUm)o 

11o SE1TIG CR 110MI EHIWW 
1. Social anl Eemomic ComnLtions 

3AN action will focus on the northeast sugar zone, an area of $Ome 15 thousand square
miles, and part of the somwhat larger physiographIc region known as the Zonet do sta. 

Extending an a narrow belt for some 470 Km along the Atlantic seaborad, and varying
in width from 50 to 75 Km the region includes the humid coastal areas 
of the five statesof Rio Grande do Norte, Paraiba, Pernambuco, Alagoas and Sergipe. Most recent estimatesindicate a population of or 

northeast.
 

sowe six million, roughly 2Wv of the total population @f the 

In .zx contrast to the extenslve, semi-arid Interior of the northeast, the Zma daIlate is characterized by favourable Invirwamental conditions which wouLd permit diversifiedegriculture and the production of a wide variety of tropical .W crops. Despite theseadvantages, cane areand sugar production the predominant, and in me aream the excluaeverural cconomic activities. The h latifundium is the Mo prevalent land tenuresystem° Land which In not plated to sugar cane frequently lies idle, and to not nlarull 
accessibleoto rural w workers. 

The sugr Industry directly S over 4(OO00 workers; hbmwmp it is eatiatedthat the livelihood of some 2 milon people, or over one third of the total populationof the Zone da Nktea In directly or indirectly dependent upo the indutry and its future. 

The gradual worsening series of crisea mblch have characteeed the ec of the smar zone in the last decade are in part attributable to the failure or the nothet
Industry to keep pace with teehnological prress in *- saethem raSsli pr izallySo Pduloo nleU natul I environmental conditIons in southern Btsall are favoueble

fore*profteIaq rapid. growft or the Industry was not prioarly a ca-nsem aOf cliryaw&. .ve nteml aftatages, but rather relates to such factors an accelerated total and 
per v':,a" grfth at demnd in the center-outh conmsmr rarket, relatively favomble 

I 
 UNCIASWIM 
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dcmstic and interutioal prices, strong promotional efforts by variou governant uin 
agencies aiming to 'afsetcoffee surplus problemsp and the progressive vmkening of north
aist 	ccr'tetitive ability in central and southern markets, 

With the exception of topegraphy, which is o lmiting factor on the potential volume 
of noetheast cane production, the Zona da Ata generally bas wore varourable e-vcir ental 
conditions for t.e producticn of cane, Its principal advantages relate to rainfali, 
tv-apraturej, ground vater resources, and length of daylight. The failure of the northeast 
to hkeep pace with southern technological. proeress is related to mast economic events as X 
u,- as variety of"traditional social and econatuic facto iv 

The develoment of southern competitive prensure coincided with a period of rapid 
in±.lalion in the economW an a whole. Price regvIntinn and financing mechanisms. controlled 
by thv Sugar and Alcohol Institute (IAA) were generally cut of phase ith inflationary 
cost novementso As a consequence, the northeast sugar industry was progressively decapi
t&Vid and financially less able to make productivity-increasing investments. Tht nega
tv, ..
1tuact of these factors was go greater in the northeast then in southern Brazil,
 

I: .i:~2:j due to the more precarious financial position of the northeast at the time when 
the 	period of rapid ftto inflation began0 

. southernoh Brazil, the expansiot of cane production was accomanied by ther~~ 


var.I r growth of other forms of agricultural production. The cane monoculture in the 
nc' -nst, in contrast, wus not faced with cocietition fXr alternative uses of land and 
nr,:,.e- controlled by, or - available to sugar planters. The continued 
cheuap abbuidance of these factors acted as a counter-incentive to modernization.
 

I'inaAy, a tradition oriented mentality made the northeast sugar producer, as a 
cxn, resistant to technological innovation, careless of financial and operatiomwl nMnage' 
Prmt responsibilities, and generally tuaft inclined to respond to (international) price 
-.n.eentives simply by incorporating additional land and labor into the production process, 
4 hout significant regard-to increases in factor productivity. 

,Au a result of the ft failure to respond to the intensified pressure of southern 
coggetticap the northeast sugar industry has been brought successively closer to the 
e(; of general financial collapse. The growing proportion of the yearly post-harvest 
oevscra unemployment crises have been syptowatic of the increasing instability of the 
industry, and have been regarded as A 6zth*± indicative, an a relatively small scale, 
of the potential magnitude of the social, political, and econoicm m consequences 
oi' financial collapseo 

TI d addition to economic crises, the sugar zone has long harbored a ntmer of basic 
social and political problems. The sugar zone is characterized by a traditional rural eo
ciety sharply divided by class barriers Ownership of land, as already p pointed out, is 
virtually confined to a small minority. Techniques of land use are generally inefficie t 
and reLntively primitive. With sugar cane as x monoculture, large areme of lad l2e 
ide1, or are used cal periodically in an inefficient sugar cane-f1alow cycle. At the 
sa time, large parts of the food requirements, not only of sugar vokers, but of the 
S1 large population of the sugar zone, including such major cities as Hecife, have to 

be .?oughtfrom distant sources, such as Brazil's extreme south. 

UCLASSIFIED 
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As a rsult of hbi'torical and economic conditionsp differences In Income and livinstandards in the mgar zone are extreme. The large majority of the rural population inilliteratep poorly housed, and undernourished, lealth facilities are woefully iMdq
Inadequate, poorly admkistered, and understaffed at all levels. As a result, 
 researchhos found the area dcminmted by strikingly high indices of the so-called dimaes of the massesp loe. tuberculosla, schistosoiasisp dysentry. Lustroenteritisj, and others. Nutrition studies have found a high incidence of serious mlnutrition. Over 8% of theruaral labor 	force we found to live in houses owned by their 2mpleyers, of Which the im,jority lacked both internal and external water and sanitary facilities., 

Vertical class mobility is practically Im4maoibleo Prewent property ommers can beidentified as the heirs of former colonizing land owners, wdile workers are descendants off o~r ~laves. An agricultural middle wd class is virtually non existent. 

Thus while the original GERA objective was to revitalize and to modernize theno'theast sugar Industry, it has beccme clear that broad-based regional social and economicrefeor s %iI be necessary. With the issue of Decree N40. 63915 in December of 1968, GIMANua'nreorganized, and a firm basis for the execution of such broader wasreforms 	 established, 

2. 	 GMM as an Institution
 

Oxaxmxi
ne at the basic prerequisites to the suceess of the GMAN program is theez ,ence of 	an organizational structure capable
th. 	

of assessing, planning and coordinating
axecution of the programs and projects related to GIA'a assigned mission. 

[-di-nistratively, GERAN is presently confronting the problem of n&t having well.-de
.,i,-' functions and a proper distribution of tasks. Project responsibility is diluted
cuwio several unitsp with no ixx* particular section being responsible frw coordination
and for tying projects into a caMlete package0 

Oa the technical level, GERM is severely limited in xi& nuabers as well as in terms
of ar:-cialized skills and planning capabilities. GERAM9 like other government agencies
in aW)Ject to personnel ceilings iupooed by the GOB. 
 Senior technicians, rather thanfanctioning in their respective areas of qualifications, are heavily burdened with a&nistrative duties and are unable to provide more than manimjl guidance and training to younger
and less-experienced mebers of the organization. 

In ceder to 	carry out 1k assigned mission, GERAN will also need to establish. and to
tambL.: muintain good working relationships with all of the five organizations represented

om its Deliberative Council (IAAg IBRA, INDA, SLDEUE, and BNB) as well as with 
a numberof other federal, state, and private agencies. P-esentlyp such inter agency lines ofcoeminication do exist; however, liason generally is weak 

As the GFRAN program gains momentump it will become necessary to delegate isplamtatiaassignments 	 to other agencies. GFAIN will then act only as the planning and coordinating
agency in accordance with the functions assigned to it by the Presidenbi Decree of De. 
cembex 1968. 

)n the positive side, GERAN leadership generally seem aware somof of the agency'sshortcomings, is responsive t sugesations 	for improvement end is desirous of Uo8o as•satLnece 't 	 inpaveMw and urade its administrative, planUig, and coordinatng
UtCLASSIFIED 
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capnbility,
 

IXo "'TATEGY 
The ma majar thrust of U.S. assistance, iiitil30r,,r ading GEtRA as a ahould be directed toward updevelopment institution. 

:v ce'ir 
This will inwve assistance to GE,1AN toits administrative and organizatjIoal procedwuea, to develop its tvchnical skillsi d gmta capability# to provide guirlence and dfrectiha'ion of vurious projects and in in upervising the impUkawntaoproject appralsal after eoqpletion* end to eucoui"nge9.,: t inen!t theof effective and efficienttworkiag re2ationLi.;Mi"d.tion, while modernization of Im the sugar industry in w 

iith other ngenciecl in 
i n1 and Undimcnsabl,.'e.yt of the GEMIA program# U.S. 

:rie 
technical and finmne1l assi;.tauce could.t tal ia ienouraging , ..- tlyGERAN to place major ornhazis upon achievitqj the id'',cuit*c:l of its overall program.objectives 

CLA expects to operate primarily on?iv~dual the basis of projects uubmitted to it bysugar mills and by large, independent cane growers Thus, while requiring 
-.. approach for planning, budgetingy and the use of reouree.:-,tionlization will be carried out on a project by project basis. Therefore, at this
• CfO? i4 does, 
 not have clear qMrttax quantitative regional goals. that the project-by, project approach 

or targets. The daer may result in the allocation of financial.uchnical resources to those aspects of the program 
and 

hich are relatively easy to implement,1-ai!f jually essential but more complex objectives may be neglectedo 
ID addition to basic technical assistance, there are several approaches to assist GERAN --vrry out its objectives: 

Local currency resources if and as aKxf available might be used in(iuills overall objectives. In the case cupport ofof GEI, budget assupport an exclusivenot a Nolarxi relevant alternative, and hence 
input

should be ,onccadtant to technical
in..t other forms of assistance. 

S . o of Spec ial Aspects of the P9ram 
Various aspects of the GFRAN program may offer opportunities for dircct financial
+./." tcchnical assistance. 
Exanples are the development of labor absorbing industries
in IAo sug -zone; Crop diversification and productivity prograva; sugar mill
'LzaL, modernization; livestock -I development program; housing, health andEam2 .ta~tin projects; transportation improvement projects and others. Although the need
,'J. .:a3istance to such projects should be anticipated, U.S. participation will have todLprd upon evidence of serious and concerted effort on the part of the GEM and itssuppcxting agencies to work toward the critical vocial objectives of *1 its progr.amo 

3. FoodPr~1.cts 
Thbe GERWI progrm offers many opportucarried outp the G!U program Will have or ft. food projects. If Properlyits -- upon people. The resettleatFwa - program offers opportunities for grubataking The establishmentPientb . cvlts opportuaitles for work front projects0 

of land settle-
Existing program such as schoolloinchp child feeding, nursing mothersp and the development of cooperatives can also bewoked Into the GERAN programo UNCI F"ED 
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' - &tL% c tay Leadershi p
 

The enabling legislation for GERAN vas pasted in Augut 
 1966 but did not give GE3WAIuuficlent strength to function. A second decr¢e ia December 1968 corrected many of theseprc*b3mws (0ee also TOID A 122). Nwvarthelessy aizu GFRAN is an agency intended to Induee major social and economic change in the no'theat sugar zone, there may be major
cqpjo 3itlon to some of its goals by traditior-l el2sntn, ilencey it is important that
GLI-A; obtain the support of political and denielopmant leaders and of the more enlightenedaxu,)z of the sugar industry and other business intwuvestso Continued support by the Ministry of the Interior and by the lbecutive of 1JUMIE vill be ,ri equally important

to thh. success of GERAMIJs mission.
 

Actions of the National Monetary Council and the 7KU Ministry of Industy alnd Com:cec~ through its semi-autonomous agency. the Svgar and Alcohol Institute (LMi) could
 co htxuct and vitiate GERAN requirements for acconplishing Its goals° As yet, GM13 in
~A ;.-r tntami.bnto-n.jiGJ AQrnmivalent-
.4 tt' s number of steps related to agrarian reformhave been taken at the nat6na--vel9 and these actions in general give a broad . cbase for most of the actions GF. minmay be required to undertake. There is asyet -a.o practical exper-ience with these measures as they require same regulatory amplifiv
catic.n which has not been developed. At times, 
 the National Monetary Council and theSuir and Alcohol Institute seem to have resolved to force the sugar industry into reformswith threats of witholding firancial reeou-ceo necessary for its support; at other timest! Lba(ck away from this position and allow adjustments in price support or availabilityo. ;i!ancirng sufficient to keep the industry going without helping it to resolve its basic 

'le sugar industr., in general, would prefer to modernize withott the land reform an( .n'Lrosed by the GEA program. Nevertheless, the industry has no alternatives t
'c :;t; it must release land to get financing for modernization. t is oxpected that
-;;),io irt',:ategy will induce a majority of sugar mills and 
cane gr.oers to cooperate wilth-

ZS~IPWAprogram. 

T ere are no legislative changes wih which appearx to be necessary at this time. 

Relationshaps 
GRAN program does not have any sequential tie-ins with other ci-gd% progr ms.It .:.: however, fit in with overall development ~p s for the northeast region. If
s.tCco.sful, the proSram 
will result in a modern i industry, a videned economic baseund t.'rnsformed social and economic conditions in what is now one of the poorest areas inLuti; ,-WriCa 'ERAN can also count on the benefits of post and present developmentoct't in the sugar zone. These include the axastm construction of roads and ofedu:atiornal facilities, rural electrification, improvement of water suppllesa, agriculturalresearch, assistance to rural industries, and others. GEWi can assist in the coordinationuf thboe activities to assure that they complement its own program objectives. 

IV. FROJECT GOAiS AND.TARGETS 

'7he direct and immediate goal of this project is an institution (GERAN) firnnlallytd, .-.. Wally and adminlstratively capable of carrying out the agro-industrial diversifiestion modernization, and reform program in the northeast sugar zone. To this end, 
UNCLi~ss -InE 
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technical assistance is being provided° 

Beyond that point, project results must be meamxred 
gram W, itself, along the following lines:. 

in the success of the CMM pro-

Since GEM1A will operate on a projectbyproject basis, and ainte the s, bmiselan ofprojects is largely at the vnlition of the industry, it is not possible to establishckar quantitative indices against which GEWAs performance can be appraised. Irthe'more, enthusiastic response on the part of the sugar indusiit as a ould be refl'eted inlarger number of applications received and processed bj ".fl 
over the next three year,would not necessarily Indicate that the agency is doing 'ull justice to all aspects ofits assigned mission, In fact, such response would ?e most likely if GERMAN would heavilfvc- eatablished interests. The establishment of quantitative targets is further complicnted by inevitable variations in the characteristics and specific needs and requreo-Ments of different projects submtted to GEMM. In view of these considerationsp iniihl
criterla by which GER11s performince will have to be appraised and on the basis of
'-'hi4b :ontinued U.S. participation can be justified will be largely qialitative 

Depending on the particular nature of each project submitted to GERAN, it should
upon iTplementation and within a specified time period lead to several or all of the
iVolioving results: 

Increased efficiency of the mill operation and reduced unit processing cists1 ,.v, use of modern equipment and improved processing techniques.i the 

2,, Increased cane production per unit of input in land, labor, and capital through
L.t uu: of fertilizer, modern field practices, mechanization where applicable, and other
ip.L" ouctvity-increasing factorso 

3,, Increased icomes, improved working conditions, and acceptable standards of- ath housing, and education for sugar workers and their familieso 

4 Increased production of food crops and agricultural raw materials through land

•:W and enterprise diveraification.
 

j.. Distribution of land to displaced sugar workers;increased Incomes, iaprovedliving conditions, and the provision of acceptable health and educational facilities
 
:ox- nev- farmers and their families. 

6. Increased adherence to labor low
 

Yn wwa4 each cases G=J will dictate the conditions, targets, and time limits whichsugar mills and growers participating in the program must meet in oder to qualify for
assistance. The responsibility to effect the specified changes will rest with the applicatp and GERM will only act as the approving and supervising agent, In the caseof the responsibilities of GERANr, there are no such ttqka, hover, to aas that allotl7 aspects of its program are a carried out= adequately. Achievmnts in this arewiE 1coed not only on the number of projects submitted to CFhW and upon the avalebi-Uty of financial remw'cea to follow through kft with land settlement projects and theeatblisament of pb~atcal, social and f Ara structures, but also on the time 
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required to elimnate present organizational and adminitrative bmftkt bottlenecks and to 
upgrade GERAH'a plaunlig capacilityo 

Project mturityp as previously statedp will be reched as soon as GE1A has become
 a viable and emicplanning institution. Technical assistance in support of this

objectIve should be planned for a period of at least four years.
 

V. PLAIN OF ACTIMI 
The general approach of UoSo asalstance to GERAN is to f'1I the financial and technical resource gaps in the early stages of the GERAN 
 prograo The immediate objective,

ias alread. pointed out, to assis 
GFMW in beccuing a viable and dynamic development
organizationg fully capable of carrying out all aspects of its complex and difficult xiNzim 

As currently envisaged, U.S. support will be concentrated in providing very zmrixot
 
selcctive and specialized tecbnieal assistance such as
 

l advisory services to key GERAN 
 staff in project planning end implementation
 
2o short-term surveys of studies in selected problem areas
 
3. participant training for selected technicians°
 

.SAID/B/NEPA is presently assistiug in study of GERAN'a organizational problem and will,.-eneowend corrective actiono 
 A JoSo agriaultural and vocational 2ducaticn advisor is
ulrecdy on board with GEiP to assist in planning the agency's training program for sugar
uorkers ond new farmers. 
A ProAg signed between #JDENE, GAIN and USAID/B/NE provides fora thae-man developrent planning team to york with GMWI for an initial t period of two 
years,. 
The ProAg also provides for additional short-term consultants to meet the needs of
tfrn participants per year will receive special training in the UoS., third ccuntries andBrazil to upgrade and augment the technical wenpover resources of GERAN and its cooperating
agaucies". 

Such assistance will need to continue until GERM.becomes more rmily capable of assuming the multiple tasks involved In the planning and execution of all aspects of Its
assigned mission. It is antic.pated that this will require a Mii of three to four
 
yearn, 

In additlon, subject to the avalnbility of PL480 and/or Program Loan/W40%e6ogh1974 9 t alocatiom of up to about NCr$40 million per year ($IOo0 million equivalen 
presently being considered.
 

Both technical and financial assistance to GERAN will be contingent upon acceptable

performance by the agency in carrying out the very urgent social objectives of its program, 

In the context of the actual GMN operation, the following cats may be helpful
in further indicating the dimensions of the activity: 

UNCLASSIFIED
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As already tuftatedp MM'N~s technical and financial requirements will in largepart Apu depend upon the nuimber of projects revelved and processed within a given time 

period0 

It is expected that by the end of 197O. GRArN All have ap approved at least
%-rqevO.-involving a11 them Ob1 etj~ms. Others will be under study, and by the and ofL Ihjere should b t pr ect in various stages of fimlementationo At thispltkit It is difficult to make any poections beyvad 1974, because it is mont likelythat there will be a reduction in the number of M in--Mil.: n the northeast,
ponsibly leaving only twenty additional projefts to le s u-'4.. Fnd Inlemented. auring
this period of time, howevers, GtF;I may develop plans to atrract a ti+' r nuber of cana 

awr growers to participate in the program. Under p:'-esent arrangements incentivea vkU
hh would encourage such participation are very limited 

The GELN budget consists primarily of a special tax on sugar ask-,&- collected by
tthi, l 24 of which is to be given to GERM according to lawo Estimated IAA reveuue
IMr ItX9 is 28.3 miilic new cruzeiros, and should average similar amounts 
per year f-'m
iWY7O through 1974. It is expected that GMA1 will ba included in the federal government
budget for the 1970 kWmmMd period CY through 1.974, starting at NCr_66 l in 1970,
With nmell annual increases thereafter 
 The members of GERAN's Deliberative Council,SMD)MVEp Banco do ramil, 3,RAp and 32DA have agreed to make budgetary doations to GEMNo
The- will aimount to a total sum of approximately M24 NCr$2 million per year.
 

C upensation for land expropriation will be paid by ITRAIn agrarian bond')Issued by
tha~t agency0 F"urthermore, a acmen of the sugar mills with prq-6Jecta apprvedby MM_,L+mwil1_l be authorized to solicit resources available under SUDEE s 534 /loinvestswut

ki'..2emt1re programo GELWI also plans to use financial resources available tarough the lie4-+Onal L[ROUS ing D1ank, 
-., 

the National Bank of Cooperative Credit, the Bank of the Northeast.,othw+ special develomnent + agencies that have their own financial resources. 

The greater proportion of GE.WiP s financial resources will be available for the
il- ,Inistratlon of the organization, 
 for frnacing agricultural diveraslfication, for land
*; ttlement projects, for human resources development, and for research, studies, and 
ourveys, It is estimated that an e average of UoS.$8 m=,on per year in local currency. if avallable, will be xn required for rmsaM resettlement projects alone. 

lathough GERAN is to serve as the At for development in the northeast sugarzcin-e its major role is to plan for and to c ordinate activities under its prograuc I7 i.sd out by other geIsnatk government agendieso GF.W1 can probably count an techn icalnsunitance from private Indutry and the IAA in implementing the industrJal modenization
phoan of projects approved by GEO In agricultural modernization and dUverittcatigs
GE(. should stimulate and coordinate the activities of research stations operated byIPE41Mp IPAp the ugam-ca.emxperlmental station in Cabo, and the sugar research statioin Alagoas. IBSA~fhi m): play a major role in assisting GERAN with resettlement. "nextension service agencles in the northeast stateo-bhuij sist the sugar IndustrY 
as ell as newly established Sftmers-

ELBR1UK 
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