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I. Summary Description ;J

On December 31, 1964, the Government of Brazil iasued the “"Banking
Reform Law" (No. 4.593) vhich created the Rationsl Monetsry Councfl with
powers to formulate the national money and credit policies consfstent with
the economic and social progrem of the country. (Article 8 of the lav also
created the Ceatral Bank of Brazil ascribing tc it powers to enforce the
neime promulgated by the National Monetary Council and ccher relevant dis-
positions of the lav including: wmonitoring the rate of expansion of the
banking aystem, acting as ilender of 1last resort to other banks and the
money mazkees, and acting as banker and debit manager of the GOB., These
functfcas placed the Central Bank at the center of the Brazilisn financial
syatem. |

[Drawing most of its kay personnel from the Bank of Brazil, the Ccurrpal
Bank began operations on Maxch 31, 1965 with approximately €00 empioyeces.
S8ince then, the astaff have fncressed by about G600 employees a
year totalling 3,286 employees in June 1969. To cope with the increased
workload and responsibilities, further increases in perxsonmel are antieipated,

[ihe rapfd organizational growth of the Central Bank has created major

persomnel problems which arc hampering the Dank‘’s effectivencss as the f£inan-
_cial organ of the GOB. [jn the process of quickly building up its staff to

carry out its asaigned functions and because of the shortage of cxperienced

and competent people, the Central Bank has had to hire inexperienced and

inadequately tvained personnel thus resulting in inefficiencies, increased

costs, and lower over-all bank performance.) The Central Bank has decided

to remedy the situation by establishing trafuing programs for all levels

of its pexsommel and has reguested USAXD assistance.

Thus the main objective of this project 3 to upgrade the capabtility of
the Centzal Bank to perform more efficiently its asaigned functions by
developing a training program that vill enable the Bank to purdue om & con-
tinuing basis a persomnel improvement program to make it a stronger and
moze effective institution.

The proposcd progzam i3 consistent uvith the mnost vecent directive of
the AID aduinistrator as stated in {tem I, of STATE 107185 of June 28, 1969
"Speciel emphasis shiouid be given to new and innovative technical assistance
programs keyed to the critical institutfonal needs of each country in
selected fields ~ whexe the United Stotes hes apecial competence amd vhero
ve can most eifectively bring our Lest resources to bear."

It is plonned to[imp&ement the program through a host govermment contract'
under vhich the Central Bank will enter into a two-year contract with a
Brogilian firm affiliated with a U.S. companyojxrbr exsmple; such firm could

1/ For a description of activitics prior to FY 1970 plesse refer to Praject
n? 512-15+520-226.1 of June 12, 19693 April 25, 1968; Ageil 6,1967

and June 29, 1965. T —
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be Price Waterhouse Peat which is asmociated with Price Waterhouse of Boston.
This firm is highly respected in Brazil aend can provide top-notch technicfans
to meet the requirements for developing o training program to attain the basic
#t objective of this project. The activity will be heavily financed by the
Central Bamk which is expected to pay most of the local costs. The totai
~RIPE over two yeors will be approximately $1,280,440 of which $985,440 will
te provided by the Central Bank. |(USAID/Brazil would provide, subject to AIDSV
a pproval and availability of funds, $2&8x $209,000 to finance dollar costs:jin
gddition FAUK the cruzeiro equivalent of $75,000 in Trust Funds/’ will elso be requivedd.

2

I1. Setting or Enviton il

in March 1963, the GO8 submitted to Congress o Lill which iater becair
Llow 4,595 of Decembex 31, 1964, It was afmed at providing the GOB with ar
ciffockive means for exccuting the monetary, credit and exchange policie..

The 1964 lsw has two principal cbiectives:- a) the establishmene of

an efficient and flexible monetary administration capel:le of forumlazing cuu
executing monetary and credit policiece for development osnd f{or curbing
inflatfon and, b) to bring about changes £fn the status of private financial
ingtitutions for a moxe afficient ude of mational financisl resources, ta
promote g more equitsble distribution of resources and to facilitate the
harmoniocua development of the different vepions of the country. o new
agencies were craasted by the Banking ilcforin Law, the Uational Uonetary Council
and the # Central Bank of Bragil. The Council is a policy Dbndy and the Bank
s {t3 exocutive azm. The Bank was charped with scveral functions, some of
which are:- Control of the flux of means of payment keeping 128 volume consis-
tent with the needs of the economy, control of foreign exchange snd forzigm
investuent {n Braeil, relatfonships with foreipgn and {aternational bankinp
agencies, the contrel of banka® operationa, deiegatficn to the banking systeon
at large of the vight Co recefve texes due to the govermment, the control

of the publfic (federal) debt, and contrul of the stock smchanges and capital
magkets in general., In many vespects, thege functions reserbie those of

the Y.8. Federal Reserve Bank and the Securitiea Exchange Comission.

The competonce with which the Ponk dischaxges the above functions 45 of
pararcount fmpoztance to the GO3 in establishing a scund financial Lase. The
Centyal Bank recognizes this and the urgent need to up-grade its staff dm
ugdmx to perfer . ore effectively in order to free its top-level pcople frorm
adriindatrative detatis and plee then tioe ‘or protlem analysis and policy
formvlation,

11%, Strateny

—— nmnte

i To accoumplish the ol jectives of this activity, it is proposed to ssszist
the tral Bank in planning, devcloping and iwplenventing a training program
during its initial stapes. The progran vill be conducted in Portugueec within
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the Central Bank with the help of outside technicians, both Bragilisn and

American, in the areas wherc the Central Bank is presently lacking the necessary

expertise,| The outside technicisns will be furnished through a Central Bank

contract with a qualified Braziliian 1ting fiwxm with the Bank fimancing mest @e
thcKKK local cxusefiro coats and USAID r costs.

The consuitants who will a2sist the Bank in the fnstalliation of its
training program shail be men of sufficient competence and stature to cormand
the respect of the peoplie they are txaining and the officers of the Bank. inm
addition, some of them should be famfliar with and have a comprehensive woui:ing
knowledge of the monetary and fiascal policies of the Nationzl Monstary Council,
the Central Bank and of relevant laws, (They will be supported by additfonal
Bank personnel who will be trained as trainera. From the cadre of trainess
or trafiners ten would be selected each yesr for two yeors for an sdditionsal
three to four month U.S. training program at the Federal Reserva or the
U.S. Treagury Depaztment. |

Since the expertise and knowledge W tive to the iatest and modt modern
techniques and materials required for development and installation of percorn-
nel training programs fn lazge banking organizations i® not available in
Brazil, the Brazilien firm slected must be associated with a U.8, firm
operating in the same ficld, In Brazil there are a number of internationally
knovm companies, e.g., Price Waterhouse, Ermst and Ernst, and others which are
competent and that have affiliated organfzations in the U.S. which can provide
the U.8, portion of the program. Such arrangement can be worked cut advan-
tageously with Price Waterhousc Pcat of Brazil amd Price Waterhouse Peat of
Boston.

The Banking divisfon of Price Waterhouse in the U.S. working in colila-
boration with the U,S. Federal Reserve and U.S. Tressury or from i{ts own
staff can providog a short-term congsultant with broad experience in planning,
development and implementation of personnel training programs in large
organizacions; cight short-term specialists in training techniques; specialized
training in the ¥x@x U.S. for 20 Central Dank participants and the required
training materials., Since the ment from Price Waterhouae-Brazil speak English,
are fluent in Portuguese and have a comprchensive knowledge of the monetary
ond = fiscal policics of the National lonctary Council as well as of the
functions of the Central Dank, they ave equipped to cffect a coplete inte-
gration and the transfcr of knowledge essential vo produce a cound and viable
training prograu,

The progran atterpts to Lridge the pap Letween functions and the personnel
available to perform effectively the role of the Central Pank. The present:
and foresgccable circumstances at the Fank add weight to its desirability.

The President, Dr. Lrnane Galveas, considers the program ond its objectives
essential and necegsaxy to the grouth and development of the Central Bank.

UNCLASSIFIED




RIO DE JANEIRO TOAID A-95% UNCLASSIFIED 5 9

ilelping him and equally concerned will be his Board of Directors, including
Dr. Celso Arfiujo, Director, Department of Cspital Markets, Dx. Gezaldo
Monteiro, Divecter, Department of Administracion; in chaxge of perscmnel.

In addition, and sside from other conaideraticws, it fs a Preszilian preject,
conceived and designed by Brazilians and to be executed by a Brazilian fizm.
It exempiiffies in cvery respect the self-help feature go desfirable for fns-
titutfonal developwment,

Thie project relates to and suppores Project 227.1 Capital Merkeis
Development which secks (1) estabiish a Capital Markets Reaesxch Centos ab the
GetGlio Vargas Foundation fun mudiwemua collsboratiom with the Central Ranit
and (2) provide CERMEC of the Central Benk with guidelires, and posaibic
courses of action {n resolving critical capitsl merkete probiems, The
Centrsl Bomk i8 the gponscring GOB agency for both projects., The up-greding
and trainimg of Bank personnel a3 envisaged fm this PROP will have o direet
and significant impact on the over-all cperating efficiency of CEIEC-

Also, the project supports A2 USAID loans and USAXD preojects which azc
dependent on the operations and decisions of the Central Bemk. Az the
training programs getl undervay i¢ 8 anticipated the decisicn-meking proceas
will be improved leading to a more offective operation.

IV, Planned Targets, Results and Outputs

I Ifne with the objective of strengthening thae Central Bank ag the
financial organ of rhe GOB, ths tezgsts of this project ave to:~

i, Develop and structure in-houee creining programs for employses
of the Central Rank aterting with the menagement lwwvel and ox-
cendding dwmmxasxdunas downward te and through the secretarial
tevel 4ncluding reguired training matarfals, graplis;, charxfg and
audio-vigual,

2. Install, ozxganfizse and esgtoblish on a permanent basfas over &
two~year perind, the peracnnel tyxaining propgrams for the
Central Bank,

It i3 anticipated that at the end of two years a complete, wmodein
training system for training the persounel of the Central Rank wiil have
been instalied and wiil be functioning efficiently: a cadwc of 28 trxasning
officers, 2 for 2ach of the 14 departments {n the Bank vill have tozn
equipped and trained to carey on the warious training progrars on a pew-
manent hasia; tventy of the 28 training officers will have received ud-
ditfonal exuining in the U,8,3 at least 2500 omployces of the Centxal Bank
will have received tyaining in their respective arcas and will be pared -
cipating in on-poing programs to further increaase their competence; new
cmployces will be receiving orientation and special training thus reducing
loot tfime in becoming productive and settling into their vespective jobs;

[;nd top management time nou devoted to administrative details will have beem
reduced providing mnore time for plsnning and decieion unklng;]
UNCLARBIFIED
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Expectedly; as the operating efficiency of the Central Bank incresses
the Bank will do a better over-ail job of implementing the nstional monetaxy
end credit policies esteblished by the Naotiomal Mcnetary Council. 7The exzent
to which chis can be accomplished will wmean a sudbstantial contribution €o
the economic growth and developmont of Bragzil.

Vo Course of Action

The Centrxsl Bank will contxact with a PBresilian figm affilfistsd with
a UsS, company to dovelop, organize and install within the Bank an efficient,
modern trainimg progrem fox all levele of x§ pexsonnel, Undex chis apreo-
ment the cemtractor will provides-

1, One short-term congultant from the U.S. with bzead experfspse fn
planning, deveiopment and fmplememtatfion of personmel trxatnfng
programd in large organizations. Owvei’ & perfod of approwimarely
four menths the congultant will;, fm coilaboraticn with the
directozrs ¥ of each of the departments in the Cmneral Bank,
develop end prepare the course cutlines of the various grainirng
programs,

2, The training materials requized for f{mplementation of the varicas
PYOgEAmS, C.go, written (booka, pamphleta, reporte, films, =tc)
graphs, charts, and awdic-visual,

3. Four training specialisves for two years to werk with the Bsnk
assisting its porsonnel in crganizing, installing and conducting
training programs. Emnphasis will be ploced on the trafaing of
trainers.

4, Efght short-torm U.3, specialists in persoanel training with
particular conpefence in aresd welevant to the operations of the
Comtral Bank., These men will support the four long-term consultanta
wvho will carzy out in-houese traiming programs.

5., A four-menth wwg on-the-fob trainfng program in the U.S. for twoniy
pacticipant trafncro, 10 in 1'Y?71 and ten fn FY"72. Outstanding,
participsnts are to be selected jointly Ly the contrector and the
Personnel Deparimcnt of the Contral Dank. It £3 anticipated that
ghe tradeing in the U.S. will involve the Tederal Vescrve Fonk, the
UoS. Treasury Depavtment and such privete sector barks and other
finuncfal institutions as may Lc appropriate,

In support of the contyactor, the Central Bank will provide all the
facilities f{officc space, classrooms, ecquipment, sccretaris sistamce,
etc.), a project co-ordinator; counterparts, a cadre of rainees to be
trained 23 trafners and such other personnel as msy ba mecedssry for

UNCLASSIPIED
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effective implementation of the program. In sadditiom,the Bank will pay gimcat
all local costes fincluding the salaries of the four Brasilism lomg-term
trafaing specialists. USAID/Brazil will pay for the dollar costs of the

U.§. personnel; the training of trainers in the U.8. and the training
materiols and equipment purchased or produced in the U.S.

It is expected that at the end of two years the objectives of the
nroject will have heen recalized and that USAYID assistance can be terminated.

BELTON

UNCLASSITILD
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TABEE I

Praject Title: CENTRAL BANK TRAINING

Project No.: 226.1

(-] Tctal Personmel So¥v. Pardd
d DR TR

Commodities Other Costs

Ageacies 3°s° Ag ﬂm
@ e | - oA € o6 - |- |
a igh - - | &7 &2 - - 15 - 30
¢ A A - - . 7 - 18
a - - -] - - - - - - -
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IIFE QF PROJECT ESTIMATED FINANCIAL INMPUTS*H

TABLE

It

Project Title: CEUTRAL BARK TRAINING Project No.: 226G.1
Curm. thru 1969 FY 2070 FY 1973 FY 1972
Dollar|local Dollar]local Dallar!Local Iocal
Cocts |Costs Costs |Costs Costs |Costs Costs |Costs
008 (Centrol Bank)y - - 369, 940 - 332,700 - 2435. 800
Trust Funds 66, 000 - 46, 000 - 19,000 - -
DEASTy Iracd) 807,¢00; -~  1oh,000| - 75.000{ - - -
Jotal 807,000 66,000 194,000]425.9% 75.000|353,700 - 2i3. 800
*31=nC$ 1S

‘l/ BEIXX Date prior ¢to FX 1970 not available

Total
AL
g
- “p“
- 15, 0X
1. 076,000 -
1,076,000]1, 077, M






