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PART ONE: SUIMARY AND RECOMMENDATIONS 

1. 	Borror: The Government of Brazil (GOB) for the technical assistanceand the National Bank for Economic Development (BNDE), an autonomousdependency of the Ministry of Planning, for the construction program.
The loan to the BNDR will be guaranteed by the GOB. 

Purpose:
 

The purpose of'the loan is to provide financial and technical assistance 
to the GOB in creating an appropriately structured, viable. and 
efficiently managed and operated agricultural marketing system to improve
the marketing and distribution of food in the North and Northeast. The 
facilities to be financed are large and medium sized wholesale food 
markets and rural food collection centers, in furtherance of national
 
and regional agricultural objectives and policies. Specific technical
 
assistance will be provided for guidance and training in the creatlon,
 
organization, management and operation of these entities.
 

S. 	 Description of 1Loan the andthe and Program Executing Aencies: 
The A.I.D. loan wil.l wr;l a t in financi.ng a portion, I.e. the 
North and Northe_,st, cf, th1e GOB's national ofprogram ccnstruc
tion, equipping and operation of wholesale markets In the
urban centers and ru'al asembly market; at major interior
collection point: , Inas1much as part of' the operating sys temof the markets n, )uder market news service and grading and
standards for produc, A.I.D. will also provide financing
for technical assistance, training equipment theseand 	 for
activities. In add.(tion, technical expertlse will be proviled f'or whoie-;a!, '1;,k- cq'at!;n reta] . tood market lng,
and rural mar'ketinpg sa t _). 

The three year national investme:nt program w.J1 cost appro
ximately $100 mili. ion with some $70 millnio to be provided
through the BNIDE;, from It:S own and exte rnal s;ources , and
$30 million from state and munIcipal c.vernments. Thus far 
some $32 million worth of projectrs have been identified in
the North and Northeast ,inmd feasibil.ty s tudIes for these

have elther been complet,.d or, are pre;ently being carried
 
out. 

A.I 	.D. will not specify th. projects to which its resources
will be applied but, rather, leave this decision to GEMAB

and the BNDE based on the.i review and approval of loan
applications. USAID will, however, review the financial,
technical and economic criteria which the BNDE and GEMAB

will use 
In 	their analyses, prior to making any disbursement

under the loan. 
 This paper, therefore, evaluates 
the overall
objectives of the program and 
assesses the capabilities of

the executing agencies 
to evaluate and implement the sub
projects.
 

http:feasibil.ty
http:financi.ng
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Executing Agencies: The principal executing agencies

will be the BNDE, GEMAB (Executive Group for the Modernization
 
of Food Supply) and COBAJI (Brazilian Food Supply Company).

Supporting roles will be played by SUDAM and SUDENE, the

Development Superintendencies for the North and Northeast.
 
While these organizations will be analyzed in detail In
 
part two, Section II, a brief description of their roles
 
follows.
 

The BNDE will serve as the Borrower, executing, financial,

and monitoring agent of the proposed construction program

and will provido long-term financing for the construction
 
and equipping of the markets.
 

The Ministry of Agriculture acting through GEMAB3, which 
was created by PHESIDENTIAL Decree on November 26, 1969, 
to promoce and implement the recommendations for the Food
Distribution Section of thie G013's Strategic Development
Program, will be the agent of the GOB responsible for
 
overall. planning and coordination of the program and
 
execute the $1 million technzical assistance program.

GEMAB 
 is presided over oy the Minister of Agriculture and 
includes representsativIes from four Ministries, and f'rom 
the National Confederatlon of Commerce. 

COBAL, a dependency of' the Ministry of Arliculture, was
established in 196 and given a broad mandate In executing
GOD plains in food s,,pply and regulation. Undei, the pro
posed program COBAL will participate in the operation of
each of" the markets J-irgh its ownership of up to 30% of 
the sharcs. 

'UDEN!,, and : JDA>I wou. asss.t the state governrnt.nto under 
their ,jursdi.cttI to promofe plans for who Ies.le and
asserrb.,.: markets the.1n suport of national pi-cgram. 

Under these arragement ;, established for the 3Adiiinisbra
tion o the prorram, GEMAB, assls ted by COBAL and the DNDE
willoiti y, under the direction of' GEMAB, approve projects
for economic, financ.al, ,ind technical freas Ibl ilty;
(1) the 1INDE will un dertalvke the r.':epons blity for menito
ring the eyecution of the con.;Aiuctlon of ti maikets, and 
(2) GEMAB and Cobal will (a) undertake the responsibility
of supervising the organization of' the mixed economy -
companies which will manage the market, establish operating

regulations and procedures 
for the operation of the markets,

and provide necessary technical assistance and training to

the mixed economy companies, and (b) carry out the technical
 
assistance programs financed under this 
loan.
 

http:financ.al
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Insofar as 
the institutions are 
concerned, the USAID is
of the opinion that they have the capacity
the program. to execute
With respect

based on 

to the BNDE, this finding is
the BNDE's generally good to excellent record in
the execution of a large industrial intermediate credit
program utilizing AID program loan counterpart (in
of $100 million), excess
our review of 
the BNDE's procedures,
outlined in this as
 paper, and discussions with the BNDE
staff responsible for the program. 
With respect to GEMAB
and COBAL, our opinion is based for the most part 
on the
qualification of the executives and staff which have been
assigned to 
this program, and 
on 
the high priority in
terms 
of resources 
and staff' which the Government has
assigned to this program.
 

With respect; to staff, we

vitae of the key 

have reviewed the curriculastaff people, and reviewed proceduresand regulations thus far developed by them for thetion of executhe program.
several members have 

The staff is well qualified andhad extensive experienceexecution with theof the Sao Paulo market 
programs. and in other marketingOur opinion iswith the staff of 

that this staff in conjunctionthe BNDE has the capacity to satisfactorily execute this program.
 
We have concluded 
 that the institutional arrangements for
the implementatlon of this program are satisfactory. 

4. Loan: 

(a) Amount and T' erm 

(1) Up to $111 rnl LlIorn to the BNDE for a sublendingprogram of wholesale market construction, onfollowing terms, a 20 year amortization periodincluding a grace period of 5 years with aninterest 
rate 
of 2% a year during the grace
period and ;%a year thereafter. The GOB willguarantee the loan. 
It is anticipated that nubloans will be made bythe BNDE on ito present terms for infrastructureinvestments of' not less than 14%interest plusmonetary correction and up 
to
repayment. 20 year principal
Any change in interest rate or terms
by BNDE to Borrower will be approved by A.I.D.
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(2) 	Up to 
$1 million to the GOB for a sub-loan or
 
sub-grant to the Ministry of Agriculture, acting

through GEMAB, for technical assistance on the
 
following terms, a 40 year amortizatlon period

including a grace period of 10 years with an

interest rate of 2' a year during the grace

period with 3% a year thereafter. 

(b) Local Cost Financing: Foreign exchange procurement
of technical assistance training relatedand equip
ment will be from eligible source countries. GEMAB

has indicated the U.S. is their preference for such 
foreign exchange procurement.
 

5. Justificatlon
 

Except for isolated areas, such as Sao Paulo, the existing
food distribution system in Brazil is largely antiquated
and inefficient. Most farm production An the North andNortheast is carried to collection centers manually or onpack mules and sold to intermediaries who generally sell
to truckers for shipment to urban centers. Practicallyall of the perishable produce entering the urban centers 
pass through old public wholesale market facilities,
where spoilage !ou;s are high, vehicular an1 human trafficis congested, oper.:-tinC scale is small and health Qondi-
tions are :sub-stanidard. At the retail level, wh. super
market chains are expanding rapidly, most fresh, produceis sold through pubiin fairs where scores f mall uperators
make saale- fr:m 1lri ividual ;tal] 5 

While modernization ics needed at all levels of thu dlistr,bution channel, the GOB is convinced (and the IA D
concurs) that the mos<t urgent bottleneck is pc'ov whole
sale facilities for perishable pi'oducts . For that reasonthe GOB is responding to requests of T'any state and

municipal governments to provide ass .tance 
 for the construction of modern facilities. This is not to say that
other marketing problems, will not also be attacked, onlythat initial concentration will madebe or, improving
marketing facilities.
 



6. Background
 

Interest in modernizing the food distribution system only became
evident some 
10 years ago when SUDENE and the Sao Paulo state govern
ment commissioned feasibility studies for modern wholesale market

facilities for Recife and Sdo Paulo, respectively. Both projects ivere

delayed, but over n period of several years problems were resolved
 
and the Sdo Paulo market (CEASA) was completed in 1966 and the Peclfc'
 
market (CARE) opened for business in 1968 with 301 of its planned 
facilities completed.
 

USAID's role in foul marketing has been limited to technical assistance
 
and PL 480 donations. 
We grant financed USDA-PASA specialists in

wholesale facilities (two years) and in market news service (four

years). 
 In addition, Michigan State University was contracted to
participate with SUDENE in a study of food marketing in the Recife 
foodshed. The results of that study formed the O~sis of our Witial
 
review for a possiblc inorketing loan. 

After many years of discussing and studying the marketing problems
and possible approaches, the GOB has taken action In the anst twelve
months to implement, on a priority basis, the recommendations of the
food distribution se-ction of its Strategic Development Program (1968
1970). In a recent September 1910) ann6ouncement of Goals and
Objectives for 1970-1973 (Metes e Bases), President Medici underlined 
the GOB marketing progrnm as 
one of the ten priority programs for
 
agriculture. To avoid delays previously encountered in implementing
the CEASA and CARE marhets, the GOB has decided to centralize the 
national plan and offer special financial and technical assistance 
to state tnd municipal nthorities in the construction of modern 
wholesale markets with necial emphasis on perishable produce. 

7. Financial Plan 

The investment cost of the first phase of the National Program is

estimated at approximately $1OO million, with some 40% of this 



-5

$40 million - to be directed to the North and Northeaut regions of the
 
country. Of the $100 million national program, $15 million would be
 
in the form of a loan from A.I.D., and the balance would be from
 
internal sources composed of $30 million from the state and municipal
 
governments and $55 million from the GOB. The latter amount includes
 
approximately $10 million from PL-1180 counterpart. Except for a 
portion of the technical assistance, training and communications
 
equipment, the entire program consists of local currency costs.
 

The financial plan, rlot including the $1 million for technical
 
assistance, training and equipment, for the A.IoD. assisted areas, the 
North and Northeast, is as follows: 

Funding Source 	 Amount (Millionsji9L 

BNDE 	 14. 0 

A. I. Do Loan 	 14.o 
State and Municipal 	 12.0
 

40.0 

be providi.ng 70¢ of th,. financing for each market. However, up to 30% 
would be loaned t, CORJ, which will purchase shares in each of the 
markets and, thus, complement the 30% equity contribution of the state 
or municipality. (The A,)an to COIAL would be repaid pursuant to yearly 
conLtributions f7onm th, -. idget of tl-c Ministry of Agrlculture). The 
balance of the PINDP; contrbuLion will be a direct loan to the mixed 
company established to nwi' and operate the market. Thus, the financial 
plan for each of the i-,rk,:',s will Include 60% equity (30% COBAL, 30% 
state and/or munic ipllty) and 4O% debt. 

8. 	 Other Sources of Funds 

a. 	 In its letter to .A. 1. Do of December 16, 1969, the IBRD stated that 
it was noi; iterestdii conridering financing for this program. 

bp 	 In its letter to A. 1. D. (.f arch 24, 1970 the [DB stated that the 
bank was not considering uny l.oan in the Northeast agricultural 
marketing nector. 

Cc 	 In view of the local cost nature of the program, the EXIM Bank 
Indicated at an EXI4-A.IoD. Liaison Group meeting held December 22, 
1969 that it was not interested in providing financing.
 

http:providi.ng


. ." Br;DE 	 (The National Economic Devpet Bank of Brazil) *hasaJtl lits resources totally comitted4npudi3$ sply;ad t'Ohl 

e. PiaeInvestment sourcesseek~a high comercl,-rate,'ofr ret 
______and aince~tiese ~sni~~~~ epo~t~ 

'" 

a ihcmeca~rt-eo eun it is not possible~tAo otifromthe private sector, funds, in addition-to those niaehri. 

f There has been, in recent years, an 'expansion -of available agi

cultural credit. The possibility of ,using.,this-as alsource of
ofinancing for this project was investigated.
 

*This source was discarded because:
 

()Although agricultural credit availability has expanded, it isnot sufficient for all the projects in the agricultura
needed for Brazil's development.	 

Aeto 

(2) 	 Private banka traditionally finance only short to medium 
term loans to private individuals and firms. A long term loan of tinature by a private bank to a Governmen'~owned company is not 
considered a feasible source of financing. 

ti 

g. 54/18 hiundsa 

-calledThese funds 	 34/18 after the Code's numerical 
articles In the laws which created and renewed them-

' 

are 	generated from federal income 
tax due' fromBrazilian
 
and foreign companies operating in Brazil. They 
are

generated as a result of an investment incentive program
for industrial, agricultural and telecommunications
 

4' projects for Northeast Brazil. Companies may opt

deposit 	- for subsequent Investment 

to 
- In'the Banco doNordeste do Bras il,35 % of their yearly Income tax. 	 -d 

These proposed NE agricultural marketing centers are public infrastructure projects and while they'provide a significant economic 
rate of return in the economy as a who!6, it is'not feasible 2to'consider them profitable as commercial investments'. Therefore it* 	 ~isnot reaso~nable to expect that the private -s atr investors will . .

elect to- invest their 534/18 credits inthese, rbjctsa Ini any.
Cevent, there are at present insu~fficient 341 deosts exstn 
or projected, to finance the 34/18.projects approved for financingby SUDMlIE Thus, 34/18 funds atre not a pricticii ilrc f 'fjiic ingfor this-program.u 

"Z E 

A**S**' 
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__._Fom__h _gt h -ad-Ninth -Agrement ,-C$ 1 
m w o urlo6 respecti el' tlote t af a n......... re t ed 


F_ 5 romth.Eihh dlnth eEig millio~8~n
fro
clturalocalcredit, lturnrequmien snE AgriculturaMaCa17.' cr . +- I marktingllioni eot 8s hefOB th nth na .aet ofg, 
Ninth~), rurai'roads, an~d agricultural research. 

As indicated in the table in Annex V Exhibit H FL,480 proceeds have2declined steadily. 
 This contrasts sharply witf increased~
 
local currencyrequirements and the decreased A.D! dollarfunding availability. The major local curre'nygP1.o4v
has been created by the halt of: program lending to Brazil.
which has imposed even more demands on reducedPL 4,80 g'enerated'

local currency. 
 The GOB is counting on the fudailocate
 

Program.
 

Because of the requirements for concessionary loan terms 
which are known notto be available from sour,'ces' other.

than the above, other efforts to obtain financing for
 

9.Statutory Criteria
 
AlStatutory Criteria have heen 
 met. The Statutory Criteria checkistis in Annex III.contained 

10. Rccornmendations 

On the basis of the conclusion of the USAID Mission that 
the proposed program is technically, economically, and 

iysound, it is recommended that aloan totheBNDE, $14" million, and the GOB, $1million, for an amount
not 
to exceed $15 million be-authorized subject to the
following terms and conditions. 
 ~W~~ 

a., A.I.D. loan funds may be used as necessary~to.,meet
Acruze-iro 
 costs of the construction and equippiing of~ ;o1e-.sale, pombination wholesale/retailp and' rural. assemibl'Y,
 
. mazrkets' in the North~and Nor'theast of Braz.z~,
 

IIN 
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b. Up to $1,000,000 
to be used for technical assistance
 
and training programs.
 

c. (1) 
The BNDE will repay the $14 million loan over a20 year period, including a 5 year grace period, withan interest rate of' 2%' a year for 5 years, and 3% ayear thercafter. The Government of Brazil willguarantee the loan. The two step option will beoffered to 
the GOB with repayment schedule at
years including a A0 year grace period with 
40 

an interest rate at 
25% per year during the grace period and
3% per year thereafter. 

(2) The GOR will repay the $1 million loan with repayment scheduled at 110 years including a 10 yeargrace period with an interest rate at 2% per year
during the grace period and 3% per year thereafter.
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d. A.I.D. financing will be limited to no more than 50%
 
of any BNDE loan for wholesale and rural assembly
 
markets in the North and Northeast.
 

Project Committee
 

CDLS: 	 - R.E. Bobel, C.A. Buchanan, D.J.Mackel
 
Engineer: - G.B. Sparrow, NEER; Jeffrey, ENRO
 
Financial Analyst: - A. Mulholland, CONT
 
Legal Advisors: - B. Sidman, E. Seiff, Legal Counsel
 
Economist: - E. Silva; K. Fedor, PREP
 
Agricultural Advisor: - S. Krause, R. Beck, T. Ivers,
 

J. Wythe - ARDO
 
Program Officer: - J. Hulehan, ADPR
 

Approved by: 	 William A. Ellis, DOM - USAID/B
 
Dwight B. Johnson, ADCD - USAID/B
 
William L. Rodgers,ARDO - USAID/B
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PART TWO: PROJECT 

SECTION I - NATURE OF THE PROJECT 

A. Description of the Project
 

1. The National Program 

The AID loan of .$15 million will assist in financing the North and
Northeast portion of the Government of Brazil's national program
of construction, equipping and operation of wholesale and mixed
wholesale/retail markets in the urban centers and assembly markets

in the major interior collection points. Such program forms part
of the recommendations of Brazil's Strategic Development Plan

(1968-70) to improve the food distribution system. Such programs
were also included in President Medici's September 1970 pronounce
ment, called "Goals and Objectives" as 
among ten top priority

programs of the Brazilian Government for the Agriculture Sector 
over the years 1970 through 1973. 

The program will be based on the following general criteria:
 

a. 
 Wholesale centers in cities with over 500,000 population
 

b. Smaller wholesale markets 
or combination wholesale/retail
 
markets In cities between 170,000 and 500,000 population. 

Co Assembly markets in major interior agricultural producing 
areas.
 

An integral part of the program will be an expanded market news
service program which will operate through the large wholesale
 
centers and include the major producing areas as well and a program of grading and classification of produce. A relativelysuccessful market news service program is already In operation
but it will bc expanded to new areas of' the North and Northeast
within the areas of influence of the new wholesale markets and
will be increased in ei-flciency so that market price Information 
is distributed more r'lpi dly. 

It Is estinated that the three ynr natbonal Investment program
will cost approximately the cruzeir-, equivalent of' $100 million,Of this amount, some $70 million will be r:ontrlbuteri 'I the
Government of Brazil and international lendtng tnstitutions
through the National Kank for Economic Development (PrNDE) and
$30 million by the state and municipal governments. (A more
detailed cost breakdown is Included below in Section V under our Financial Analysis). Approximately 75% of the projects havealready been identified. Feasibility studies for these haveeither been completed or are currently in progress.
 



2 The North/Northeast
 

AID assistance would be limited to the North and Northeast
 
portion of the national program. Such a focus would be
 
consistent with our previous technical assistance efforts
 
in marketing in the Nurtheast and concentrate our assistance
 
in the most impoverished areas of Brazil. '
 

Thus far sorte $32 million worth of projects have been identified
 
in the North and Northeast. A listing of these projects with
 
their cost estimates follows:
 

a. Wholesale Centers
 

Salvador $7 million
 
Recife $7 million
 
Fortaleza $5 million
 
Belm $4 million
 

b. Smaller wholesale or combination wholesale/retail
 

Aracaju $4 million
 
Maceid $2.5 million
 
Manaus 
 $2-5 million
 

Feasibility studies have been completed for Salvador, Recife,
Bel4m, a.cei 6 , and Aracajd while studies foo the other' listed 
projects are presently being carried out. In Addition, the stat, 
governments of Mauanhao, Parafba, Rio Grande do Norte, and Piauf
 
are preparing study proposals for new market facilities for their
 
respective capitals - Sao Lufs, Joao lessoa, Natal, and Terezina. 

Finally, the prototype plans for the interior assembly markets,
 
presented in the MONTOR report, are being studied by the GOB.
 
Several of these markets will be constructed in major Northeast
 
producing areas. Among those being onsidered are:
 

Irec5 (Ikthia) - bean area 
Proprid (Sergipe) - rice area 
Crato - Juazeiro (Ceard) - cereals area 
Penedo (Alagoas) - rice area
 
Bacabal (Maranhao) - rice area
 
Iguatu (Ceird) - cereals area
 
Santana de Ipanema (Alagoas) - cereals area
 
Aguas Belas (Pernambuco) - beans area
 
Ararapina (Pernambuco) - mandioca area 
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3. The AID Loan 

The AID loan of $15 million would be utilized in the following
 
manner*
 

a. market construction $14. 0 million 

b. technical assistance and training $ 1.0 million 

The major portion of the AID loan, $14 million, will be repassed
 
through the BNDE for market projects in the North and Northeast.
 
Our money would form part of a fund in the BNDE from which loans
 
would be made to mixed public/private enterprises which would own
 
and operate the markets, and to CORAL which will make an equity 
investment in the markets. 

It is not the purpose of this paper to identify the specific 
projects to which AID loan resources would be applied. This would
 
be the decision of the GOB, acting through GEMAB and the BNDEO
 
based upon their review and approval of loan applications. Our
 
approach herein is to evaluate the executing agencies capacities
 
both to choose projects which are economically and technically
 
feasible and to efficiently administer their construction and
 
operation.
 

The identification of specific projects to which AID loan 
resources would be applied will be the decision of the GOB, 
acting through GEMAB and the BNDE, based upon their review 
and approval of loan applications. USAID will, however, 
review the economic, financial and technical criteria which 
the BNDE and GEMAB will use in their analysis, prior to 
making any disbursement under the loan. Our approach herein
 
is to evaluate the executing agencies capacities both to
 
choose projects which are economically and technically feasible
 
and to administer efficiently the construction and operation
 
of said projects.
 

To assure adequate and timely contributions by the GOB, we will
 
agree to finance up to a limit of 50% of .market project loams
 
approved by GEMAB and the BNDE. Inasmuch as the state and/or 
municipality will contribute 30% of the project cost, the overall 
cost breakdown for the North/Northeast will he as follows: 

Source' Amount
 

State/Municipio 12 million
 
BNDE 14 million
 
AID $14 million
 

$40 mllion 
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In the event that the state and municipalities, because
 
of circumstances and deemed warranted by the BNDE/GEMAB,
 
are unable to finance their 30% of a project, the BNDE may
 
finance more than 70% of a project. In such cases, AID
 
will participate, as before, in 50% of BNDE financing for
 
the project.
 

Thus, with the AID assistance the market construction program for
 
the North and Northeast will be approximately $4o million or 40%
 
of the national program.
 

Inasmuch as part of the operating system of the markets includes 
market news service and grading and standards for produce, AID 
will also provide financing for technical assistance, training, 
and equipment for these activities. In addition, technical 
assistance will be provided for wholesale market operation, retail 
food marketing and rural marketing organizations. This portion of' 
the program will be administered by GEMAB. 

A complete description of' the markets, and the technical assistance
 
and training programs is provided in Section III - Engineering and
 
Technical Feasibility.
 

B. Institutional Aspects of Program 

The most important aspect of the loan will be the moder
nization of the marlKeting system itself. The existing 
structural deficienciei of the "market" are a serious 
bottleneck to arlricultural. development. Lack of efficient 
supply channels , price information, an adequate network of 
storage and supply centers plus the cost of needless 
spoilage, all prevent efficient distribution of production 
and income to the various units operating in the market 
and thus case price distortions and artificial shortages 
which inhibit ovecall increased pr'oduction and confuse the 
market causing misal.location3 of resources; The severe effect of the 
1968 drought on agricultural prices, with adverse effects on the stabi
lization program, was in part aggravated by the lack of storage and the
 
inability of'the market to respond to the situation.
 

The decision of the GOB to establish GFMAB and introduce national policies 
and programs to improve the market is the result of its realization of 

the deffciencies of the current market structure (1) that an adequate 
market structure isnecessary for the effective implementation of credit,
 
minimum price, and other agricultural programs and policies, (2) that 
private nvestment in the marketing sector Is dependent on both public
 
invest;e in the basic infrastructure and on sound government policy,
 
and (3) that to implement such a program, financing and policy guidance 
from the national level are necessary. The decision to create the
 
executive group (GEMJAB) to coordinate policy and programs and the decision 
made by GEMAB to carry out the program of construction of wholesale 
markets is an important first step in developing the marketing system 
necessary to more rapid development in agriculture.
 

Important efforts have been made toward creating a more viable basis
 
for the improvement of the market structure by USAID inputs,
 
including, (1)the MSU study which provided important data and
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trained a nucleus of marketing economists and specialists in SUDENE,
 
(2) the provison of a USDA specialist in agricultural marketing who
 
helped in the analysis of NE marketing problems, and (3)the initiation
 
of the marketing news service as a service of the Ministry of Agricul
ture. The proposed loan will serve the important purpose of providing
 
necessary resources to (I.)accelerate the implantation of the market
 
centers In the North and Northeast, (2) continue and expand the insti
tution building work in the Market News Service Program which is 
an 
indispensable part of the total market system, and (3) provide important 
technical assistance and training to GEMAB in marketing and grading,
wholesale market operation, and in developing programs at both the 
production and retail sides of the market. 

Given the overall GOB policy and program perforitance in agriculture, 
over the past four years, this loan will prove to be effective support

of both an important Institutional improvement in the "market" and other
 
programs and policips initiated by the GOB.
 

C. aigoiund 

1. Origin of Program 

As in most of Latin Am,-rica, the wholesale marketing of fruits, 
vegetables and other perishable rood prodtucts in the large urban 
centers of' Prazil has been through traa[tionalj antiquated
public markets, Cereals and (,ther staples are also handled at such 
markets and als: through wholesalers owning or renting their own 
store rooms or warehouses. Sales from the Interior directly to 
retail self-service outlets has begun only reccatly. 

Interest in mi)cnizing the wlezale :;ystem first became evident 
in the Northeast wilh the establishment of SUDENE In 1959. A 
French consulting firm was contracted to nike studies and prepare 
plans for central ho]esale markets for the three largest Northeast 
capitals - Recifo. Fortaleza and Salvador. in order to execute the 
plans and opernte these markets, ISUDENE formed a subsidiary company
CANESA (Cntral de Abaitecimento do Nordeste, S.A. ). 

During this samne period the 'State UoverT1mcnt of 'So flulo created 
CEASA (Centro Estadu: [ de Abasteci[mneto S.A. ) in 1960 giving it 
the broad range responibility of solving the atate supply problems
of fruits, vegetables, and fish as well as constructing and operating 
a modern wholesale center for these products to serve greater Sao Paulo. 

Partly because of economic problems confronting Brazil during the first
 
half of the 1960s, and partly because of lack of experience with modern
 
wholesale structure design, the Initial accomplishments of CANESA and
 
CEASA were disappointing.
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In the Northeast the construction of the Recife market, CARE,

began in early 1962. However, because of the lack of financing

and because of disagreement over the adequacy of the French

market plans, there were serious delays in execution of the market.
Over a period of several years the design problems were solved and

construction proceeded on a piecemeal basis when budgetary assistance was available. Finally, with 50%of the planned facility
constructed, CARP, opened for business in February 1968.
 

Although CEASA was organized In 1960 it suffered through gro-":hi
pains comparable to that of CANESAo 
 However, It succeeded in

carrying out its entire construction plan and the market was opened

In 1966. 
 It is the most
advanced wholesale facility In Latin America both in terms of its
 
structure and operating policies. Its sures.i has been largely

responsible for the 
interest of other state governments in modernizing

their own wholesale infrastrurture.
 

2. The Role of AID 

USATD/Brazil's role 
in food marketling has been quite significant in
terms 
of technical assistance, espec!ally in the Northeast. 
Such an
approach was logical an 
the lack of' expertise on the Brazilian side
 
prohibited any effective capital assistance.
 

From August 1966 1-o Augst 196f1, the rrSATl)'s Northeast officeprovided SJUDENE th- services of Mro Poy 13rauenburg, a USDA marketing
specialist In whoil.,sale facilitieso ie was instrumental in assisting
SUDENE revise the Recife market plan and in establishing the rules
and regulations for th,; market. 
In addition, he offerea valuable
advice to the state g(vernments or Iiahia nnd Cenrif in planning theirwholesale facilItes, fartially because efforts,of his the North/
Northeast is as far advanced as the more developed areas of Braz.l 
in planning modern market facilities.
 

A second USDA technlclanj, Mr. lance Hooks, worked with the GOB forfour years in establishing a market news service program. 
In
 
connection with this program the JSAID asent number of Brazilian
technicians for training in the US, and provided telex equipment.

The service Is under the juri;dict ion of the GOB Ministry of Agriculture which works in coop.-ration with th,! state secretariats of agri
culture. 
The program started in three states (Sao Iaulo, Hinas Geraisand Guanabara) but has been expAnded theto Northeast to include 
Pernambuco and should begin to oporate soon in Ba'hla and Ceard. 

In 1966 AID contracted Michigan State Univernity (MSU) to study and

make recommendations for Improving food marketing for the Recife
foodshed. 
The study was conducted by a Joint task force composed

of technicians from SUDENE and staff members of MSU. 
The study
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recommended an integrated program including the completion of the 
Recife wholesale market, an improved marketing news service program,
loans to accelerate the expansion of self-service retail outlets,

especially supermarket chains, the improvement of the public retail 

fairs and iarketing credits for produce-rs of' staple items 
in selected zones of high productivity potential.
 

The MSU report was published in 1969 and formed the basis of our 
initial review for a po:ssible loan, After considerable field inves
tigation we prepared an 11IR which was approved by AID/W i December" 
1569 (see Annex V, Exhibit A for AID/W comments). During the same 
period we also contracted MONTOR. a Brazil.'an consulting firq to 
assist In the data gathering and analysis necessary to lay the 
groundwork for possible assi.tance loan fora capital food marketing
in the Northeast. That study has been completed and its recorrnen
dations were considered In fcrmulatlng the loan propDsal.o 

3- GOB Priorities 

Both the national p.larinin; organ - IPEA - and the Northeast planning 
organ - SUDENE - have accorded a high priority tc Improving the food 
distribution systenm Brazil's Strategic Development Program (1968
70) gives specil ernpha:;is to wholesale market construction in major
urban centers pursuant to the guide) tnes already described .in 
Section I 1. 1. (See Annex V, Exhibit 1,, for relevant excerpts from 
Strategic Prog~ram). This Is also consistent with SUDENME's fourth 
master plan which p.'op.ose:; new mirkct facilities for all the capitals 
of the Northeast. 

To avoid some of the delays encountered In implement ng the Sau Paulo 
and flecifrinarket, the national government is centralizing adminis-', 
tration ,)f the pirogr.;m and wi.ll offer special. technical and financial 
assistance to tho state and municipal authorities. Concrete arrange
ments for irnplimentinf7 the progran commence,[ 12 months ago with the 
establi shment of GEMA1B, Since that tine sevoral presldential and 
Ministerial decrees hove been isued setting out the responsibl-Lities
of the GOB agencies chay?,ed w th administering the program (See 
Annex V, Exhibits D, E, F, ;, 1-]. Exhibit T-2, is the agreement
signed September 12, 1970, by PNDE and COML, outlining the 
obligations of those twr, prtifes in the execution of the Agriculture 
Marketing Frogram). These renjnsibilities are described under 
Section it - Executing Agencies. 

D. Justification 

i. The Existing Situation 

As in most economic sectors of the North and Northeast regions of 
Brazil, the vicious circle of poverty, poor education, limited 
innovation and application of technology, and limited investment 
makes it very difficult to introduce modernizing changes into the
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existing traditional structure of food production and distribution.
 
With the exception of sugar and cat;tlel most of the production of
 
foodstuffs in these regions is carried out on small land units with
 
little use of modern inputs. And, although agricultural production

has increased at an average annual rate of 11%over the
 
past decade, such increases have come From cultivation
 
of more land units rather than increased productivity
 
on existing farm land, and have been Inadequate to meet 
growing demands. With virtually no economic power,

farmers sell their products at. low prices, generally
after having carried them manually or on pack mules to 
local assembly markets, the First of a series of inter
mediaries who themselve.s are mostly small operators.
Produce leaving thec, region for the large centers is 
then sold to truckers deliver at the urbanwho it markets. 
Most of the produce reachin, the large urben centers entereither 
the large public wholesal- markets or, in the case of ,ome cereals 
and staple l.temr;, warehouses of private wholesalers. 

The markets operate through tens or hundreds of wholesalers (or
wholesaler/retailers) who, rent stalls or boxes frlm which they
purchase and sell produce (comrnpartment wholesalers). Storage areas 
are generally highly unsanitary with poor ventilation and a high
incidence of insect infestat'ior The majority of' the produce is coIrrlxu o' 
perishable fruits and vegetables which, because of the conditions 
stated above, must be turned over quickly to reduce deterioration 
and spoilage. The operatinr scale of the majority of the stall 
operators Is quite i mlt,:d and this, combined with high .poilage 
rates, matkes cce].ug n,rf-ins qui-te high. 

The 1Isfs o' product due tt. ;pollage reduces the alrea dy Inadequate

food supply in the Northeast. A large patrt of' the high costs of
 
mrketing, due to the spoilage and other inefficiencles in the 
marketing system must be born by either or both the producers arid 
consumers. 'Jo the extent these costs are transmitted to the producer,

,his income and thu:s his ability arid his Incentive to Invest and
 
produce more are decrrcaseo. 'lo the ("ztent that they are transmitted
 
to the consumers, their incom,- Is dcreaend., Given the fact that the 
Recife populatLon, which has thi: l1hest per capita inrome In the 
Northeast, has an avernae daily per capita intake o)f only 2,500
calories Ier day, slceffect on the lower ineome ucroups must be a
 
decrease in quality and quantity of food consumed.
 

As the markets; were de, Ignod man y,-,.rs 1o,hy-_ )' they ar e
much too small to se:,ve, urb 'n poputa tLIons of the North
east which, In most cases, grow a rate of'at between 
4% and 7% a year. And, as pracnically all of the markets 
were located in the central commercial areas of the 
cities, there is no room available for expansion except

around the exterior walls of the market and out 
on to
 
the surrounding streets. As a result 
of these conditions
 
vehicles are tied up for long periods as they attempt to 1o4
 



and unload produce. During rainy periods this situation is made all
 
the worse as unpaved areas turn to mud.
 

Conditions at the private warehouses, which concentrate on cereals and
 
staple items, are better but problems such as smaill scale operations

with few possibilities for expansion, antiquated facilities, street
 
congestion due to centralized location, and poor physical handling of
 
products also result in sales at high margins.
 

This already fragmented, smtll-scale, highly inefficient systems of
 
production and distribution of food products continues at the tetail
 
level. All but a small portion of fruits and vegetables, and most
 
cereals, are distributed through permanent public markets and temporary
 
street fairs. With characteristics similar to those of the compartment

wholesalers, these scores of si.ll retailers operate from individual
 
stalls and handle limited volumes of perishable and cereal products. 
These retailers purchase in small lots from wholesalers either in a
 
separate area of the same market, nr mnr likely, in a centrally located
 
wholesnale nmarkt,, 

In addition, there arn t.. sma.l neif:;hborhood stores which handle mostly
beverages and dry goods oud, because of small scale operations, must sell 
at higi marigins to assure a subsistence- Income. ''he modernization 
process, as represented by smnll .nelf-service stores arid supermarkets, is 
beginning to make a real impict, especially in Recife and Salvador, and 
such stores now account for some 15% to 201,of retail food sales. The 
competition between two po)werful chains In Reclf'e has had a definite 
impact in reducin,) sa] e: .narg ins thus benefitint; the consumer. 

Compli.catin the situ.tLon descri.ued a:'bore, is the still rudimentary 
transport net.work foiind n interior areas of Brazil, Piral roads are 
generally in poor condition throughout tne North and Northeast and 
imix.de the flr,w of prodijce from pro'luction areas to the urban centers. 

2. Al ternat ive App'oaches 

The above lescri pt1 ,nof t.h present situatJon ntteinpted to breIfly 
describe the nature of the to';d problem in the N!-rth and Northeast. 
There are obviously nany problems which must be resolved In both 
production and marketing In the N"rthIast. On the prodructton side, credit,
and capital and technical inve.;Lment Is 11-2eded on the production units, 
and more Infrastructitre investmcnt in roids and storage is needed in the 
rural areas. On the marketin , Vie, there are Investment requirementu inot 
only for wholesale marketing but also both producer cooperatives and at 
retail level. As for production,increased efforts are being made to 
increase productivity through credit programs, fertilizer programs,
agricultural research5 ir the Northeast, the BNB (Bank of Northeast) is 
negotiating a $,30 m.illion agricul tural loan with the World Rank and
 
USAID/Recife is beginning work on a commodity in-depth approach in
 
cooperation with SUDENE.
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It is the judgment of the GOB, and we share this judgment, that the
 

conditions are ripe for making a concerted effort to attack the
 

principal marketing bottlenecks even though much has to be done to
 

solve the principal production problems. It is believed, however,
 

that improvements in the marketing channel will have backward linkage
 

effects which will directly benefit the producer and provide him
 

substantial incentives to increase his production.
 

The MSU/SUDENE study pointed out that it was possible to improve
 

one or a combination of points
the distribution system by entering at 


in the channel bet.ecn producer and consumer. Modernization efforts
 

could be made at the producer, wholesaler, and/or retailer level.
 

The IRR submitted to AID/W in December, 1969, did propose., in fact,
 

an integrated package which Included not only financing for wholesale
 

markets but also credit to accelerate the expansion of (1) privately
 

operated supermarkets and smaller self-service stores and (2)
 

privately operated rural marketing organizations. We are still of
 

the opinion that impr .vcmcnts are needed at all levels of the dis

tribution channel but, except for technical assistance, are responding
 

to the immediate desires of the GOB to satisfy the demands of most of
 

the staces to improve their public wholesale facilities. In addition,
 

the Brazilians are much better prepared to enter at this point of the
 

channel based upor their previous experience, their technical cara
and their arrangements tobilities, the resuits of market studies 

administer the program. 

l,-an pry.,sa i lol us to the conclusionOur intensive review -if the 
that, in the North inJ Northeast, a great deal of planning and 

promotion are yet nece sary before any capital assistance effort should 

be undertaken to improve the retail structure or to Improve rural 

marketing organizations. )n the other hand, the planning and 

promotion of a wh"]esaL-" ivLrket program Is sufficiently advanced to 

justify capital assistan!ce. 

At the retcil level, supermarket expansion 	in Recife is proceeding
 
Lhe 143-J team thought
spontaneously at a much quicker pace than 

possible with-ut special credit Incentives. Because such expansion 

in Recife is, for the most Iart, through two strong chains, and 

because exoansion in CS.lvadr rrnd Fortaleza Is through one chain, 

public officials are becominig concerned n,-t only that some of the 

smaller grocers and public fatr operators will be put out of business 

but, in the latter cases, tht monopoly pricing patterns can develop.
 

As a counter measure, SUDED[E Is discussing ways to strengthen these
 

groups through voluntary assocJations of imall grocers and Improved
 

public fair facilities. Concrete proposals were made In the MONTOR
 

study and these are being reviewed by the 	BNB and SUDENE.
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With regard to rural marketing organizations, there is widespread
 
agreement that producer marketing cooperatives should be established
 
and financed so that the smaller producer can market his produce more
 
directly and receive a higher, more stable price. 
Both SUDENE and the
 
Pernambuco state extension service are mapping plans to promote
 
marketing cooperatives. In addition, the Central Cooperative Federation
 
is renting space at the Recife market and is encouraging member
 
cooperatives to utilize the available facilities.
 

Although we are not recommending capital assistance at this time to
 
improve the retail structure or promote rural marketing organizations,
 
we have informed the GOB3 - GE24B3, SUDENE, BNB - that we would respond
 
to GOB priorities in these areas when specific proposals are 
formulated
 
and presented to us.
 

With respect to the difficulties in transporting produce from production
 
areas to urban consumption centers, road networks throughout the interior
 
of Brazil have been the object of planning studies for the past several
 
years. The MSU study recommended that financing be provided for rural
 
road (third class and below) construction to support capital investments
 
in wholesale markets. In considering this loan for market financing,

USAID recognized the importance of transportation improvements but decided
 
not to include road f'inancing in the same project with market financing.

Although complementary in economic terms, USAID considers the two areas
 
of investment sufficiently distinct to warrant consideration as indi
vidual projects. Ar a consequence, a "rural roads" loan proposal
amounting to approximately 25 million has been prepared by USAID for 
inclusion in the FY-71 AID program. If approved, this financing would 
be passed through the rural road,; finnncinp program already underway at 
the BDE to the stat,, to finance the construction and improvement of 
rural roads priority giicu].turrO production areas.in g 

3- Place of Project Jn U;A[D Progrm 

The propo,;ed AIl) loan i.,closely 1.icd to t.,o IJUAID) priorities for asoistane
 
in Brazil: the llortheas; and agriculture.
 

The Northeast continue; ,,hr a priority region for both the COB and 
the 13. The Country Fie]ll Submission (CFs) for F,7'1971 points out that 
"further expansion of Brazil's regional effort is needed to enable the 
region to narrow rin(d gsrac,.y__y overcome its serious development gap". 

With regard to our priority In agriculture, the CFS states an follows: 
"There has been grossly inacruate prorc ss In agricultural modernization 
to raise the level of living and the participation in development of this 
large majority of the population ]ivng. at below the poverty line". With 
particular regard to the rirk. leg bottleneck the CFS goes on to state 
that: "As urbanization continuc and production gets further from the
 
market, the serious marketing bottlenecks already in evidence will begin
 
to exert irressistible pressures on cots and prices. 
Thus, traditional
 
marketing patterns need to be superseded by more efficient methods". The
 
proposed loan is directly related to the necessity of modernizing the
 
wholesale channel. Section IV, Economic Analysis, shows that this moder.
 
nization will bring significant economic and social returns in the
 
North and Northeast.
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SECTION II - EXECUTING AGENCIES 

The 	principal executing agencies would be GEMAB (Executive Group for the
 
Modernization of Food Supply), COBAL (Brnzilian Food Supply Company) and
 
BNDE (National Economic Development Bank). Supporting roles would be
 
played by SUDAM and SUDENE, the development superintendencies for the
 
North and Northeast.
 

A. 	GEMAB
 

To promote and implement the recommendations of the food distribution
 
section of the GOB's Strategic Development Program (1968-70), GEMAB
 
was created by Presidential Decree on 26 November 1969 (;ee Annex V,

Exhibit D for text of decree). The key to GFMAB's role .s contained 
in Article I which stater that its functions are to "study, propose
and, when in its compet.fice, adopt all acts necessary for implementation
of the program of' construction of central and terminal markets, and 
take other means necessary for the modernization of the rood supply

system". GEMAB is, presidecd over by the Mini;ter of Agriculture and has 
as members one representative each from the Ministries of Agriculture,
Finance, Industry and Commerce, Planning arnd the National Confederation 
of Commerce. The Mini:stry of 1-1nrifing acts as the Executive .Secretary.
The 	 representative of r;he M.nistry of' Agriculture is the President of 
COBAL, an entity of that Ministry, and he serves as vice-president of 
GEMAB. Furthermore, as GEMAB offices tre located within COBAL and is
provided with technical staff from CORAL, the influence of the latter 
over GEMAB is substantj . 

The 	 specific functions and duties of GEMAB nre set out In two 
Ministerial Decrees published 13 January 1970 and 15 March 1970. 
 (See

Annex V, Exhibits 1,; and F for texts of decrees). However, the most 
significant of these dutie.: are summarized as follows: 

1. 	 Coordinato the construction program of wholesale centers and 
terminal markets; 

2. 	Approve the fasibility ;tudies for conitlction or expansion ofwholesale centers and ;erminal markets; 
3. 	 Recommend to COBAL and the BNDE t.ie concession of financial 

participation in any market; 

4. 	 Recommend the means necessary to implement the construction of 
wholesale centers and terminal markets in the principal urban 
centers in accordance with the priority cftablished by the
 
Government Program;
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5. Study and coordinate the complementary means necessary to
 
execute the program with respect to grading and standards of
 
animal and vegetable food products, of market news service and
 
installation of supermarkets and self-service stores;
 

6. Prepare studies and projects necessary to obtain internal and
 
external financial resources for the national program of
 
modernization of the distribution system;
 

7. 	Technically orient the States and Municipalities in the preparation

of engineering and economic studies for wholesale centers and
 
terminal markets;
 

8. 	Stimulate the realization of studies and research leading 
toward the modernization of the distribution system and train 
technicians in marketing; 

9. 	Cooperate with CORAL in the realization of its objectives; 

10. 	 Suggest the adopition of' othor mearis necessary for the 
modernization of the di strlbution system. 

In carrying out its functionn GEM4B is closely coordinating its priorities
with FINEP, the GOB foi.ibility financing; fund,in order that the latter 
approve requests from state governments, or if already established the 
mixed companies, for financing of feasibility studies for wholesale
 
markets. Once a feasibility study is completed it forms part of the
 
a'pplication for construction financing which munt be approved by both
 
GEMA and the BNDE. Thee organizations have formed a joint committee 
to expedite the review of' loan ui-plicatiors. 

B. 	 COBAL 

COBAL, which was established in 1962, is a public company under the 
jurisdiction of the Ministry of Agriculture. Its principal functions, 
as stated in its statute, are to () "participate in the executi.rn of 
plans and programs for food -;upply elaborated by the Government relating 
to the production, industrial.ization and distribution of food products...
and 	 (2) act as a market regulatinf element in essential products or
 
products in short supply or serve as a siupplemntal source in areas
 
not sufficiently attended to by private enterprise".
 

Until its role in the wholesale market program was defined upon the 
creation of GEMAB, COBAL's principal activities were related to its
 
role as a regulating agent of staple food products. Until 1967 it acted
 

http:executi.rn


almost exclusively as a food wholesaler. In that year it took over
 
some 600 public retail outlets upon the dissolution of another govern
ment company (SArS) and now serves as both a wholesaler and retailer
 
of food products. 

In view of its participation in GEMAB, CORAL will play an important
role in the wholesale market program In addition to assisting GEMAB
 
carry out its duties, as previously described, CORAL will own up to
30( of the shares of each market and name the financial director in each. 
This financial director is named when a project is approved for financing

and monitors the development of the market during the construction phase

as well as the succeeding operating period until bN1DE financing is amortized. 
The person picked for this position by CORAl, is usually a local business
man nominated by the state with prior exp'erience in food market management
 
or related experience. (See Annex V, Fxhinit G, for Presidential Decree 
concerning CORAL's financial pirticipation in the markets). 

A review of COBAL's operating statements for 1.9(.8 and 1969 indicate that
it is capably performing its; assigned duties, It has shown a slight
operating profit during both years reviewed and its liquidity position
is trong (a strong h to I ratio of sh')rt-terin assets to short-term 
liabilities). The size of its operation is Indicated by its total assets 
of some Cr$21 million (appro>ximately US:t55 million). A more detailed
financial analysis of' COPAi, is not prosented herein as its principal 
duties in the wholeoale market, program will. be planning and implementation
functions as part of GE',MAJ and i tz o-wnership role in each of the markets
which will be financed ieparate from Its present operations (loan financing
from BNDE and repayment thrrugh the budget of the Ministry of Agriculture).
Of primary importance for the program under 'onsideration is the competence
of its staff in carrying out its assilgned duties. 

Based on our close contact with CORAT, and GEI1AR during intensive review 
we are of the opinion that their staffs are qualified to perform their 
assigned duties under this pr.: ram. The new President of COBAL (also
Vice President of GEMAR as previously explained) is Dr. Rubens Albuquerque
who had been manager of the hi.hly successful CEASA market in Sac Paitlo. 
He represents probably the grewtest, source of experience and knowledge
in Brazil on wholesale mirket operations. With such knowledge he has 
recuited a competent technical. staff. (See Annex V, Exhibits Ioiorgani
zational chart for CORAL)o 
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C. BNDE 

The BNDE will serve as the financial agent of the program and. in this
 
role. provide long term financing for the construction and equipping of
 
the markets.
 

The BNDE will also serve as the administrative and monitoring agency
 
for the construction of the projects.
 

By virtue of its organization which provides capacity for monitoring
 
projects, and successful history of operations, USAID/Rio is of the
 
opinion that the BNDE is qualified to properly and successfilly carry
 
out its responsibilities, hereinabove described.
 

The BNDE was established in June 1.952 (LTaw 1.628) as a public corporation
 
under the Ministry of Finance. It was empowered to act. whenever necessary.
 
as the agent of the National Treasury, in any financial operation for the
 
modernization and development of the national economy. By Presidential
 
Decree No. 200 of February 1967, the BNDE maintained its status as a
 
public corporation but was placed under the Ministry of Pla.ning.
 

1. Resources
 

The resources made available to the BNDE since its inception in 1952 
have come largety from special federal revenues or federal. budget 
support. The initial capitalization of the BNDE in 1952 came from an 
income tax surcharge and certain compulsory deposits from federal. 
savings, banks, insurance and trmst companies and a percentage of the 
annual resources of social security agencies. In 1956, the compulsory
 
deposit for social security revenues was abolished. Starting in 1.965.
 
the GOB replce') the tax surcharge with 20, of the total. receipts from
 
the collection of federal income tax. In 1.967 this budget allocation
 
was reduced to 10( of the income tax payments and the BNDE received a
 
new source of income arising from the Financial Operations Tax which
 
the bank continues to receive. The set percentage of federal income
 
tax receipts allocated to the BNDE was eliminated in 1.968 and the
 
bank now receives federal budget support on the basis of the Bank's
 
annual investment budget approved by the Ministry of Planning.
 

2. Operations
 

The BNDE, acting as the GOB's mnjor development-lending institution.
 
is responsible for channeling federal. resources made available to 
the bank into the economic sectors accorded priority by the GOB and 
for stimulating additional investment in these sectors by affording 
investment guarantees to investors. In 1969 direct assistance by 
the bank to borrowers in the form of long term loans totalled the 
equivalent of US.10,O67.O00 and collateral guarantees provided by 
the Bank in 1969 totalled US-IllI,821.O00. The direct financial 
assistance provided by the BNDE. as well as the total amount of 
guarantees extended by the bank froo 1960 to 1969 are shown in 

Annex V, Exhibit K4. 
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The primary responsibilities of the BNDE, as delineated in its
 
enabling legislation (Law 1628/52) as amplified In 1956 (Law
 
2937/56), were to provide loan financing for purposes of "Reequip
ment" (modernization and expansion) and other specific develop
ment activities. Listed in order of their overall prtiortttis,
 
these were:
 

1. 	 reequipment and expansion of harbor and other transport
 
facilities;
 

2. 	 construction and expansion ot the electrical power
 
system;
 

3. 	 installation and expansion of badic industries;
 

4. 	 construction and expansion of warehouses, silos, meat
 
packing plants and slaughter-houses;
 

5. 	 development or agricultural and rural electrification,
 
and
 

6. 	 other sectors of infrastructure development.
 

In the first years of operation, the BNDE concentrated its limited
 
resources in the fields of railroad transportation and electrical
 
power. In the late 50's, as the bank expanded into new fields,
 
the emphasis shifted from transport investments to investments In
 
heavy industries, such as steel, and medium-sized manuiacturing
 
enterprises, such as chemicals, electronics, paper and textiles.
 
From 1967 through 1969, the BNDE placed greater emphasis on the
 
financing of transport, telecommunications and agriculture. Loans Li
 
the agriculture sector increased from 2 1/2 of total BNDE lending 4.
1


1967 to slightly over 67 in 1969. Thus, agriculture represents only
 
a small part of BNDE lending.
 

Allocation of BNDE Cruzeiros Financing
 
1967-69 (in Cr$1,O00)
 

Source: BNDE
 

Sector 	 1967(Cr$1967) 1968(Cr$1968) 1969(Cr$k69)
 

Electric Power 	 183,700 88,563 4O8 

Transport 1,944 265,291 263 3g 
Telecommunications - 56,000 99:5QO 
Mining " 18,794 4,0Q0 
Steel 272,954 57,038 137,0Q0 
Other Manufacturing 231,908 405,704 64,23$ 
Agriculture 18,444 45,122 8293Q0 
Education and Research 43,737 31,416 47,67 
A-1 other - 22,461 29.7 $ 

Total 752,687 990,389 .3i4l7" 
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3. Financial Position 

(See Financial Analys13, Section V n). 

4. ,.Organization
 

The administration of the Bank consists of the Administrative 
Council and the board of Directors. The Administrative Council 
is composed of six members and the President of the Bank who is 
chairman. Tlie Administrative Council establishes the general 
policy guidelines to be follcwed bir the Board of Director and
 
makes decis'onL on all questions pertaining to the Bank's 
internal regulations. The Board of Directors consists of six
 
members, namely, the President of the Bank, the Director Super
intendent and four Dirrctor:. The primary function of the
 
Board of Directors ir that of executive management of the 
Bank. 

The BNDE has estnblished seven organizational divicion within 
the Bank: Administrative, Economic, Financial, Legal, Resources
 
Specit'l Operations (concerned with the Special Funds) and 
Operations.
 

(See Annex V, Exhibit K-5 for organizational chart of Bank).
 

Based on (1) U[<AID's visits to BNDE's offices and discussions 
With*BNDE's economists, engineers and accountants (2)our review
 
of BNDE's procedures for managing this project, (3) knowledge
 
of its portfolio containing large projects in all sectors of the
 
lconomy (4) BNDE's generally good reputation with AID and other 
international lending agenciesy USAID has concluded that BNDE 
has the capacity to satisfactdr!ly carry out these procedures 
for mnitoring this loan. 
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D. SUDENE and SUDAM 

To decentralize and, at the same timej elicit development planningmore consistent with local conditions, the GOB has divided Brazilinto four regions and created a development agency for each. The
first created, and the most important in responsibility, was SUDENE. 

It is responsible for the Northeast states including Maranhgo,

Piauf, Ceard, Rio Grande do Norte, Parafba, Pernambuco, Alagoas,

Sergipe, Bahia and a portion of NE Minas Gerais. 
 SUDAM is the agency

responsible for the Noith which includes the states of Amavzonas, 
Pard,
and MaranhAn (northern portion) and the territories of Amapd and
 
Roraima.
 

Under the proposed loan these agencies will., In some cases, be called
 
upon to assist the states elaborate wholesale market projects and 
identify the technical assistance and training needs of the wholesale 
centers. They wil.l also advise GEMAB concerning additional programs
needed to improve food distribution in these regions. 

E. The Mixed Corn ies 

The markets to be con.stLructed undler the: prograr will be owned andoperated by mixed private/public companies (empresas de economia mixta).
A mixed company is operated under the cormiercial code as if a private
corporation. 
 Its principal. purpose is to avoid complicated governmentregulations prohibiting tran'-fer of personnel, and wage increases.
At the outset such c'imnpnies will issue a r minal snare to an individualto qualify it for "mixed company" statuis, with he balance In control
of the state and municipil governments and CORAI 

The markets will. be aeI:nisLered by a lIrectorshlp composed of fourmembers: The AThesident$ the Finnncial Director, the Technical Director
and the Administrative Director. Each will have Lhe staff necessary to
 
carry out its duties. As ,reviounly mentioned CORAL will. name the 
Financial Dire tor in most., if' not all, the markets constructed underthe program The general duties of each uf the Directors are described 
below.
 

1. Financial Director 

In addition to the usual controller l'unctions, described below,the Financial Director will be the PresIdent,'s deputy and all 
documents evidencing the company's commitments will be signed by
him As a federal appointee, he will be able to act independently
of any local pressures and influences, since he will be functionally
responsible to COBAL. His other duties are as follows:
 



28 

a. Orient and direct the financial 
accounting of the Company; 

administration and the 

b. 

c. 

Keep records 

Organize the 

sheet; 

of the property and equipment of the Company; 

financial report and prepare the annual balance 

d. Control th execution 

financial chronogram; 

of construction in accordance with the 

e. Present to the Directorship at the end of every year the,annual budget of the Company for the following year, using
as a base the plan of activities elaborated by the Directors. 

2. Technical Direct.o. 

a. Promote and present to the Directorship technical-economic 
studirs to tsupport and provide incentives to the producer
and " rteninediary and protect the consumer; 

b. Promote the -;tudy rnd repiation 
and speciatizd installations 

of the functioning 
of the Company; 

of markets 

c. Plan and sup 
expansion and 

the :ompmy,. 

'ise the programs of execution of the works 
-,he installation of equipment pertaining to 

and 

d. Supervise the 

the (Cornypmly; 

utiikatio of the installations belonging to 

e. Supcrvis. 

eq ui pmen1t; 

thr mnni,_,enance services of the installations and 

C. Pre ent to the Directlorship 
plan of' t;he Cumpan.r 

at the end of each year the work 

5. Administrotvo Director 

a. Serve ns secretary of the meetings of the Directorship and 
draft the respective acts; 

b. 

c. 

Direct the business and the work of the secretariat; 
Take responsibility of all the documents and books of the 

secretariat of the Company; 

d. Sign the books of the Company; 
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e. 	Orient and supervise the personnel policy of the Company;
 

f. 	Orient and supervise the cadastral service;
 

g. 	Propose to the Directorship the service contracts for restaurants,
 
luncheonettes. vehicle maintenance facilities, stores and
 
packaging;
 

h. 	Supervise the generol services of safety, cleaning, prevention 
of accidents and fire safety. 

assist ' 
management guidel-ince; for ther mixed companies which will own and 
operate the mnrkeLeu. Tbc;c guidelines are in the form of recommended 
bylaws to be adolpt.! by Khhe companies andere intended to insure that 
appropriate cwtro3. ,i.i i. excr-xted in certain areas where problems 
are likely to ,cur. (Animi: V, FxhibIt l , sets out the reconuended 
bylaws. ) 

With the 2utcc COBAL, GEMAIhis developed a set of general 



SECTION III ENGINEERING AND TECHNICAL FEASIBILITY 

T setinoreviews the plans.to date 
 ' fonr tehemarketsn;'f.5
....
 
_ t e 20rocedrenstob670llo d00,000.iJThes carwn--gonstructing the 'markets' '
 ~axid.the technical'as'sistanceand training aciiis incuigtemre.news servic rorm and the produc grading and cla. toniogu 2 " 

A. Prototype Plans for theMarkets j 
The dimensions and special characteristics of the wholesale markets' 
will vary depending on the amounts and types of produce which frill
be flowing through them. Large wholesale centers will be located 
within or adjacent to cities with populations greater than'500,nO0.

ThuL, inicethepr "raNorth/Northeast,areasn',prSg.amc centersionroan a"'d te0 such will be -constructed inaseir

Salvador, Recife, Fortaleza and Beldm. These markets ,will be largely
devoted to wholesale operations with very limitedarea's and/or ,time 
periods reserved for retail selling. In addition to serviipgthe urban 
areas where they are constructed, the large centers wil be ut ilized as 
collection and transfer points for produce flowing to surrounding,
interior towns. 

*.i
 

Small wholesale markets will be constructedAn'cities 
with populations between 170,000 and 5T ....... . .. 
further break these markets down between urban populations of 170,000
to 240O,000 and 240,000 to 500,000. These markets will devote a larger

portion of their areas retail selling - much as 40% in 

. . 

to as some 
cases. As explained below, because of their smaller aizenthey wili 
offer fewer services than the large centers. Assembly markets are
 
specialized centers located in producing areas and will provide
 
processing services to producers and producer organizations, In these
 
markets generally two or three different products would be processed
and otored, provided thqy utilize similar processing and storing
techniques. For excample, corn, rice, beans and mandioc flour, would
 
be weighed, graded, cleaned, packaged, fumigated, and stored in accordance
 
with the most recent techniques.
 

The following discussion of outline of facilities, description of 

prototypes an otfatr r based on the analysis-presentedin.a
 

'Vthe 
 ?'VNTOR rpr- osrcincsswr us~unlsbece 
 oa
 
independent but parallel cont analysis by USAID to check their'validity.~
(See paragraph 4 below.) Those calculations were, basedupon.:!!inturIn .......
 
existing feasibility studies and'discussions ith GOB officialscocring
 

i':
:,? the purpose of the markets and basic design fac'tors. Exceptfor the

-reduced priority for cereal'products, explained beiw*thf'-, prototype <VK.
analysis represents the most current ~thihkirig of the GOB with respect
to the typeo of markets to be constructed. 

1 

http:plans.to


1ii;ii 

I.~ ~fFclte ~Ouln , 

i~ 

Experience in the design and operation-of:.who.oles.le and combinedwhole'sale/retai makts, has' d~mj t t1 4 i~ st___ J, 

of7-acilities' best-suited to' "i the- k 1tI-use--rIswhether they,' 
are producers, wholesalers or consumers . !'Because~the design ofthis set of-facilities will vary depending on" such. factors. as 
the region, the products, the consumer hats 'thie arketusers 
and the desires of the owners and administrators of t he mar k ets, 
the prototypes present only broad characteristics 'arid, c-ritera 
that apply to the planning and construction of themarketsThese 
prototypes are not a substitute for the detailed piojectthat 
must be prepared for each new market, but do represent general
guidelines for the more specific studies and plans; Examples
of facilities to be included in the various types of market follow. 
(Annex V, Exhibit M, contains prototype blueprints of the various 
types of markets to be constructed under the program.) 

Large Wholesale Center 

Fruit and Vegetables Market -

A Producers' Stalls 
Fruit and Vegetables Wholesale Warehouse 1 

... Ceral.MaeFruit and Vegetables Collective Warehouse 

Cereals Market -: .+ 

Cereals and Dry Goods Wholesale Warehouse I 
Cereals and Dry Goods Collective Warehouse 
Silos 

Meat Market-

Poultry and Eggs Market - "i 

Platform for truck sales 
Classification center . 
Freezer and refrigeration facilities ....... 

r Ice Making cutting and distributing machines 
Technical block 
Communications 
Telegraph and post office 

ic 

Bank agencies ......... 
Exchange'for transportation +":' 

' 
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Main offices of cooperatives
 
Main offices of other firms
 
Services - Snack bar
 

Restaurant
 
Barber shop
 
Magazine stands
 

Rest rooms
 
Supermarket 
Gas, washing and lubrification station
 
Maintenance shops
 
Indoor bus stop
 
Taxi stops
 
Parking - fo-- ' ht vehicles
 

for heavy vehicles
 
for loading and unloading
 

Administrative nrea
 

Entrance building and scale
 
Administrati on bui 1dirg
 
Maintenance-'
 
Warehouse and ;nrnge
 

Commercial area -

Conference rooms
 
Agriculture materi.)s stands
 

Small Wholesal 2, ,'s 

Fruit and Vegetfbles arket (in modulated warehouses)
 
Cereals Market (Or mod-,ij.rted warehouses)
 
Animal Origin Product Market (in modulated warehouses)
 
Service Market
 

Freezer and Refrigeration Facilities
 
Telegraph and Po:;t Office
 
Services - Snack bar
 

Barber shop 
Rest rooms 

Administrative irea 
Commercial Area 

Rooms and stores
 
Parking .	 for light vehicles 

for heavy vehicles 
for loading and unloading 
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Assembly Centers
 

Reception and Forwarding Area
 
Product Processing Area
 
cleaning
 
classification
 
packaging
 
fumigation
 

Storage Area
 
Administrative Area
 
Outside Parking
 

2. Description of Prototypes
 

With regard to the large and small urban wholesale markets, the
 
distribution of market area among the four general categories of
 
activities is as follows:
 

Large 
Center % 

Small 
Center % 

Fruits and Vegetables 50 29 
Cereals and Dry Goods 4o 36 
Products of animal origin 10 10 
Administrative services and 

non-food trade 20 25 

TOTAL 100% 100% 

It should be noted that, although the above table and the
 
prototype blueprints show larger amounts of space for cereals than
 
for Derishibre produce, GEMAB has recently decided that top
 
priority will be given to perishible items and that space devoted. 
to cereals will., at lena.initially, be cut back sharply. It is 
felt that many of the existing urban wholesale facilities for cereal 
products ere adequate for the time being and that more attention 
should be given to Improve the utilization of cereal storage facilities 
Jn the interior before concentrating on urban wholesale modernization. 
On the other hand, fruits, vegetables and epgs are not stored prior 
to their transfer to urban consumption points, and existing whole
sale facilities for them are largely primitive. For these reasons
 
it is believed that scarce development resources should be used to
 
improve the most critical marketing problem - wholesale market
 
facilities for perishible food products.
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In Sao Paulo the CEASA warehouse is divided into a larger number of
 
product groups than is feasible in the Northeast cities. For example,
 
there are individual warehouses for eggs, coconuts, potatoes, onions,
 
bananas, etc. In the North/Northeast, warehouses will house a number
 
of products because firms are smaller and not as specialized.
 

The difference between the large and small markets is most significant
 
when the area distribution is considered by marketing function:
 

Large 
Center % 

Small 
Center % 

Retailing 10 4o 
Wholesaling 70 35 
Administration, service auid trade 20 25 

TOTAL lo1 

In order to determine the area required in each market type for the
 
general product categor:ien, it is necessary to make estimates of total 
consumption of each product and the percentage which will flow through
 
the market. The feasibility study for each market makes its recommendations 
for space requirementts based upon such calculations. Based on our review 
of five of the completed studies, we are satisfied that their estimates are
 
realistic and note that full capacity cf both tti, CZASA and CARE markets
 
,were reached considerably In advnce of projectionb. 

Assembly Markets are to he located in producing areas and have the 
specialized function of product processing. In addition to these processing
 
services the assembly markets would provide more adequate storage and loading
 

,
facilities thauw,)w exist in these interior towns. Also these markets would
 
serve as points for the collection and distribution of market information 
through radio links with the three major wholesale markets. 

3. Land Acq uisition 

In general in the past sites for market centers have been "donated" by the
 
state or local government. 

In conversations with the GOB it has been established that this procedure 
will continue. Thus tlc land vilue becomes part of the state or local 
government's equity in the project. 

4. Cost Factors
 

Annex V, Exhibit C presents data on cost estimates. This table was taken
 
from the lMontor Report and originally reflected costs per squate meter of
 
constructed area for the various sectors of the Salvador project. A
 
subsequent parallel cost analysis was made, based on actual and estimated
 
ccsts for the CARE project in Reclfe, and also on general building
 
construction costs in the Northeast reflecting conditions as of August 1970, 
with allowances made for probable escalation due to inflation. This latter 
analysis has provided sufficient substantiation for the assumption that the 
Montor costs are valid for present estimating purposes for both large and 
mnol market centers in the North and Northeast. 



These costs per square meter vary as a function of the simplicity of
 
the type of construction. For example, the stalls for fruits and
 
vegetable products are the least costly because they do not have walls
 
or partitions and the floor is at street level. 
The structures for
 
cereals and dry goods call for greater height, loading and unloading
 
platforms, fumigation chambers, fire extinguisher systems and other
 
fixtures that increase the cost of this type of structure. Savings will
 
result in each project to the extent that installations for cereals
 
are cut back. The most expensive ntructures are those that house
 
industrial operations, such as refrigeration, ice-making, product

classification and packaging. (In Exhibit C these industrial operations
 
are included under "Animal Origin Products"). The following compares 
the percentage of market area and the percentage of market cost:
 

Area % Cost It 

Fruit and Vegetables 
Cereals and Dry Goods 
Industria 1.Operations 
Administration, Services & Trade 

30 
56 
5 
29 

14 
34 
22 
30 

TOTAL lOol lOO 

With regard to the total. area of the facilities, the following presents
 
a general breakdown of costs on a percentage basis andls applicable
 
to both the large and smnll centers:
 

Land (acquisition and preparation) 10% 
Civil Construction and Otside Pavement 56% 
Equipment and Installations 18,
Miscellaneous Fxpenses nid Contingencies 16t 

loom 
It should be noted that the cost estimates in Table I will be overestimated 
to the extent that cereal areas are cut from each of the markets apprqved 
for con'truction. Thus. the average cost of the large centers will be in 
the area of 1lS. 5-7 mill.ion, depending on the size of the city, and the 
small centers between 15'P2.0-:3.5 mill.ion,aiiassembly markets $0.5 million. 

Assembly Market dimensions ar,! a function of the following items: 

a) the kind of product predominant in the region; 
b) the volume of production during the harvest; 
c) the kinds and volume of secondary products; 
d) the percentage of volume held in reserve storage; 

The estimate of Assembly Market costs is based on the cost per square

meter of the cereals and dry goods sector of the wholesa.e markets as
 
shown in Exhibit C.
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B, Procedures for Planning and Cons1tructioriof.Markets 

To evaluate projects submitted for financin, the BNTDE normally sets Up a 
work ro d anccgpoced )- lawyer), acunt ant' andi onanist. 

In~the~cas-a program piojoo uitb *prvdby
botih'the BNDE and- GD7-AB Thus, o expedite, the- re _iew di~avi6>s.
 

'4 duplicatioid: ajoii'view'team~hs6been established' co- sisi f DE
 
~:Q/re e tafives (an engin 6e r" anid' aeisnwyr) and sa~ ~~san~ (~A ;~
 

~-Vsronnit,, an economistn an 'accountant) 

All-market plans presented musnd ecnomc/techn cal esy
 
'~ stdy." Te rew of 'aloan application includes an aalyisfthstdy


the arrngeents f'or ownership and admisration of the :market,' the financial 
arrangeinents to complement the proposed loani and the souirce ofifuiids to rrepay
the 1.-n In,,addition,'tir sa inspection of the site to'vlae 

<7lor,,-ion accessibility, and terrain, and the construction plans are examned I: 
-..a evaluated an regards layout and type of construction. -Estimated~construco' 
Iion costs are, reviewed and the schedules for construction and'di~bursement 
are reviewed. 

GMAB and the BNDE, usingi'general design guidelines and /or market construction,{C 
standards may recommend changes in the design to assure the inaximum 41fun tiona 

useofhe aciityforthe least cost; Once the project is approved for 
financing,.the mixed .company establ shed to construct and operate"'the market 
'Will prepare final plans, specifications,, cost estimateeL and construction 
schedules for the facilities. These will usually be prepared by or with the 
assistance. of an architect- engineering firm approved by GEhIAD/BNEP2 or, if 
the mixed company or State Government has the necessary qualified) full-time 
engineering staff, by such utaff. 

and approved by the BN)E/G'EAB project committee. AftIer approval,' the, mixed 
company will solic-.t bids,. conduot public bi.d openings,' make bid, evaluations) 

andelet aqualified responsible bidder on the basis o'f~the lowest reason 
ablecos. Frmsruled ntqaiedueto akoexrinstf)r 

'orpast performance are to have their~ bids returned unopenied. ,The bid 
evaluation must be approved by the BNDE prior' to' contract 'signing.4 7" 

Thmixed companies will have the' responsibility for providing a qualfe 
Resident Engineer, acceptable to-BNDE and''USAID, !from 
their' staff, or from their Consultant Firm for the day
to-day inspect.ion of constr'uction to insure that; the "~~ 

contractor comnplies with the final' plans, specifidat ions,
 
"4'~-..and direcives of' the Resident E±ngineer. r'' ~
 

The foflowing'-major i1 ems are' snong 4 t0oe' that 
by the Heuident Engineer..~ He will advise BNDE of1 his 'proposedinTqction,-q 

theseBpe ic iem aeasa 4,hus Vf
-if~1 i searly- i&s possible~bIti ie ha 1.hi~bfr 

the inspectioni'{take,.place,' (Should 'BITDE elect "not t6c'," i he 
~inspection)~ the worki4~ ll~proceed without interrupt on) .the maJo it emu 

are.' t'4"' W ' -' 

4 
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1.~ 	 Exaaio 

,.nd foundatixcan"ink prior to~placement forms 

~ .~2. 1Al I maJor~concrete,-workLfollowing--form 	
','removal- and-p'rior-to .' 

3. Final inspection' of all mas~i'nry wrk,'- grading,*.and drainage,,~ and.
utlte i e~Jl~uing operationalttsts of all, i ~acliie 

i~! 

and power supplies. 

Project M~onitoring 	 ~ > ' 

Iaddition to the controls described above, loan projects will be monitiredk
truha review of regular progresS reports to be prepared by the -borrower

and periodic general inspection trips by the BNDE Project Committe. iw hch 
'
 

USAID will1 participate joi.-T~v~to the extent:ccresnecesar.
 
BNDE' s reporting requirements are included in loan agreements'An ,the,:form of,
an annex 	and consist of monthly and quarterly reors The Mnithly .epbrit ,,is a schedule of paymients made by the borrower for goods' an6 ielttted .Qt1'VAA# ,=b
to the project specif'ying the supplier., invoice' number, daead'mutpi
The monthly report will also show the amount of construct on' duiin- he4~~" j 	 period in terms of percent completed, and will indicate' whether~the1prdject
is on schedule or otherwise. The goods and services must be adequatel
identified s&'hat they can be related to the disbursement schedule ,subnitted
by the borrower. prior to first disbursement. The nuarterly report incluidea
(a)an investment schedule showing amounts investedi in the project duringthe reporting period and prior periods using the same line items'as~the,
project cost estimate, and the source of funds, (b) a physical report. an1d(c) a narrative report commenting -on the project'W5 implementation' incliffding'.
comments 	on any anticipated changes in prjc ot rdsusmns
 

sentatives of GEIVAD, and BND in which USAID will participate

-to the extent it considers necessary. The mao purpose~

-of such site inspections is to audit the borrower's 'pay
ments and ,to review progress. The audit consists 'of. checking,

A-*----out 'the payments listed. in the borrower's monthly reports,
against the actual supporting documents which,.besides

invoices, include supplier contracts 	



and bills of lading.-'

where applicable. Cost overruns are also reviewed, and de'lays,--,,

in project implementation are discussed. Although~these trips,~~>
 

-are 
 scheduled quarterly, a greater nw'nber of Visits, may b~e

s~heduleddepending on the nature of the project 'or'If 

--

serious

Implementation problems are identified.,, 
 ; 

Disbursements -~-
-

The ae la -TD ud avialtoborrowe'rs in the -form oftrihe"
 
, i:, aaces. These ar geeal vael n~h mut "detemied on
,sin of th poec' dsbrann itchedu an' m 

(' hs dacSv~ included,,Jn~lanaremns.A CO' ion 

tr~~ ~dt~i'on achedule, 1the s1e1st e~~d-ono E'i ero an 

7 
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schedule. Although this information was reviewed by the Bank during its 
loan review, the borrower's document represents a fonnal coimitient on 
its 	part against which the actual progress and costs of the project will be 
measured. Since the tranche advances are related to speciflc stes of 
projeot impl mienttion, a condition precedent to subsequent disbursements 
is that the borrower must show evidence that all fund;% required (BNMP 3.o 
funs, borrower's own loan fu.-As, and other loan funds) to i.mplement the 
construction stage for which the previous advance -as made have been expende4 
Such evidence includes the following: 

1. 	 Claim from the contractor st-a :ing work accomplished, units of work 
involved Eince Jlast payment, certification of percentage of total 
contract completed and a certification that all material and work 
are in accordance with the terms of the contract; 

2. 	 A current inspection by the resident engineer stating his estimate 
of percentage of contract accomlished and noting ay deficiencies 
in meeting cont-ract plarts and spec ifIcationt; 

3. 	 A certification frcin the BNDE as to the reasonableness of the 
resident engineer' estimate of work accomplished and a description 
of any construction deficiencies noted and riot corrected as of the 
reporting da, 

The bor-rower is authoriz0nd to ret,.burse thie contractors , to 90% of the 
certified work acconplilsh,,d and finianced by BINDE. Ur.:;, fInal acceptance by 
the borrower, and fin.l inupection and certification *.y tni BNDE, disburse
ment will be made for the outsl;Anding amount of the an,-prov- d contract cost. 

C. 	 Technical AssiastancA raxinund F e Needs 

up ,O" million uC .nan fo,,mdsL wl l be itiiizeo to finance the technical 
assiutance, traini, iaud eqcii.pment needs necessary o increase the operating 
efficiency of the liorLh and Northeast :'arkets to be constructed under the 
program. This financi n- will improve and expand the market news service 
program, establish effectiv,! product classification (grades and standards) 
for 	produce, and offer special techaical expertise in wholesale market 
operations, retail od narketing, and 'i-ral marketing problems. This 
portion of the program i4il be tne responsibility of G,TAB. 

1. Market News Service 'rofr . 

The purpose vill be t.o 'ITpIrove and expand minarket news reporting in the North 
and Northeast. The first required comunicationis link Is between major 
cities and the Rsten. Fortaleza andalready existing national Recife, 
Salvador are already lired to the national system by telex. A link is 
needed with B3el6m and probably Manaus and other capital cities. The exist
ing program is operated by an agency of the Ministry of Agriculture -
Servigo de InformaqZcs de Mercadoria Agrfcola (SIMA) - through the individual 
state secretariats of agriculture. 
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A US=A/P//SIMA agreement provided existing teleX links. In addition to
 
linking the major cities into the national system, the entire progriwi callpi
 
for other stste capita~ and major interior maj'klt~ng convergence centers
 
to be linked to the system by single-side-band radios. At locations where
 
new wholesale markets exist or are built the SIMA operation would be
 
physically located in these facilities but would remain under the adminis
trative control of the Ministry of Priculture. The implementation of the 
program will require, not only equipnent, but especially trained technicians 
such as information gatherers, market news Journalists and communications
 
technicians. 

Once the loan is signed two important steps would be taken to accelerate the 
expalsion of the program in the North and Northeast: (1) the Ministry of 
Agriculture would plan and establish needed additional communication links 
telex, radios) and systems for processing the additional marketing data and
 
2) the Ministry would schedule the training program for market news service 

technicians and recruit and select the required personnel. The design and 
installation phase would improve the existing system in the Northeast, lay 
out systems for the markets in other major population centers, and develop a 
system of network!connecting major centers with other state capitals and 
interior points. 
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Upon their assignment to duty the supervisors would set up training 
programs for graders with the assistance of three US experts. One of 
these experts would be specialized in fruits and vegetables, one in

poultry and one in grains. The initial training program would train
graders only for the markets in the major population centers plus the 
smaller markets with imediate needs. 

Cost Estimates for Loan Financed Product Classification Program 

Special Consultants (three for two months) 
 $ 24,000 

Four Supervisors
 
training 
 42,0OO

salary for two years at $ 6,000 per man/year 48,OO
 

Graders' Training 
 8,000 

Equipment (for cleaning and classification at
 
$15,000 for each major market) 60,000 

TOTAL $ 182,000 
3. Special Technical Assistance 

In addition to the two programs outlined above the GOB has requested
specialized expertise In the areas of wholesale market operations,

retail food marketing and rural marketing organization. One techni
cian for each of tl, se areas will be contracted by GEMAB once the loan
 
is signed and will nave their headqvirters in Recife. 

The wholesale marl !t specialist woul- be responsible for setting up ashort training coiese for wholesele narket administrators (and certain 
key personnel of (NDE/COPAL respons.)e for executing this marketing

program) and genctally work with th -;e administrators to improve opera
tions of wholesalE markets in exist :ice and be available for consulta
tions as other are beingmaikets ci tnicted. As part of their training 
program, the admi'istrators and ke 3NDE/COBAL personnel would be sent 
abroad to stuly and observe opei ,tions of fresh produce wholesale
 
markets. Funds wil. be available n brIn. In short
term consultanti as the aced in
arise: areas such as food handling,

traffic pattern:i, and packaging me .odoloy. 

The retail and rural specialists w -W be headquartered at Recife and

would work in the urban markets an; rural markets, respectively with the 
purpose of better integrating the Lral markets, urban wholesale markets,

and retail markets into an effic(i ; food distribution system. A special
element of the rural specialist's ;:-ogram would be to help plan the deve
lopment of further programs to at i.ngthen private rural mark-ting orga
nizations. He should work closely vith wholesale market administrators
and the state extension services i training managers of co-operatives in 
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from the major urban areas of Brazil andl from the US. Prin~ted' Infozination 
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Cost Entimatoes or Special Technical Assistance 
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support) $78,000
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Estimated 
Summary of/Technical Assistance, Training and Equipment Costs 

Mrkct News Service Program 394,000 

Gradcs and Standards Program 162,000 

Special. Technical. Assistance 43lI,000 

I.OCO, O00 

The above cost costimates and manpower needs have heen determined 
on the hasis of mis.sion and G0B,nalzs; however, durin(' the course 
of implrcnenting this project ad,jiisLint; may he required to meet 
chanring GOB policin:: an! priori. 'ie;;.ic ii adj u-,Itmentd and changes 
in funin or tectnical x 31.i Lance prog-ram items villI be made on 
the hasis of' joint U2AT" arnl 03 ,al, i:. and1 determination of best 
use of loan funls. 
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SECTION IV - ECONOMIC EVALUATION
 

The highly fragmented and inefficient nature of food marketing in the
 
North and Northeast regions of Brazil and the general role of modern
 
wholesale and combination wholesale/retail facilities in the principal

urban areas and assembly markets in rural producing areas in removing

some of these inefficiencies has been described in Section I. In this
 
Section our analysis will concentrate on comparing the economic and social
 
benefits to the economic and social costs of the proposed food markets
 
program.
 

Our methodology has been to quantify, to the extent possible, the expected

benefits and costs in order to calculate what can be considered a typical

internal rate of return of facilities to be constructed as part of the
 
program. The case presented is that of the CARE market in Recife. 
 It is

recognized that the rate of return of each individual project will be
 
distinctive and may vary significantly from other projects depending upon

the extent to which a new market improves upon the antiquated facilities
 
it replaces, the type of services it renders, the operational policies

established, the quality of management and technical assistance, and a

host of other factors. However, our analysis gives reasonable assurance
 
that, given adequate planning on the part of GEMAB and the BNDE for the
 
volume of' produce to be handled in 
a given market, all facilities to be
 
constructed as part of the program should prove to be economically feasible.
 

In addition to the direct and measurable benefits, there are others which
 
are indirect and difficult to measure but which clearly increase the
 
justification of the progrnm. 
We describe these indirect benefits, as

well as some indirect costs, but make no attempt to include them in our
 
projected rate of return.
 

The replacement of congested, antiquated markets with new modern

facilities will yield the following quantifiable benefits: reduction in
 
produce spoilage, reduction in unloading and loading time, and reduction
 
in ,;orage, handling, and transport resulting from decreases in spoilage.

In addition to these measurable benefits there 
are others more difficult
 
to quantify such as: improved operational efficiency (in the form of
 
more rapid turnover of produce, less handling of produce, etc.), improved

public health due to improved hygiene and cleanliness, reduced traffic
 
congestion in the commercial areas (provided that the markets are moved
 
out of the center of the cities), improved working conditions for those
 
who use the markets, and stimulation of farmer production due to increased
 
opportunity for direct marketing (i.e. 
more efficient marketing

channels) with resulting decreasc-s in consumer prices for purchase of
 
foods handled in the new markets.
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benefits arebased-on the following studies: Market Processs ith:Reci.er
 
Area of NE Braz.11 prepared by Michigan State'University; The1 Northeast. AgripAticuga met o ses hth eatof whs
da arn d poesS een~diracdib
 
cultural Marketing Sector LoanIntensive Review, prepared by'lMONTOR;"the recon
 
mendations' and observations of Mr. Roy Brandeburg, USDA marketing specialist, 
data collected from surveys of people currentlyusing the existing CARE fa 
lities; and the SERETE study of the Salvador wholesale market. , . 

Although a great deal of research into the marketingprocess has been directly
 
or indirectly financed by.USAID, it,Is still impossible to quantify, In any
 
exact sense, the benefits to be derived from improving specific aspects, of the
 
existing marketing system. Each of the studies mentioned above attempted 
to
 
estimate the losses resulting from the current inefficient marketing systems - 4
 

and to estimate the reductions in losses brought about by market improvements.
 
Since the primay benefit to be derived from improviements in the wholesaling
 

aspects of the marketing channel is 
the reduction in spoilage, the derivation
of an' Internal rate of return for the construction of wholesale centers Is 
 Ihighly sensitive to the estimates used for current rates of spoilage and reductions therein. Each of the studies commissioned by USAID,
 
came up with different estimates of these factors. We have done a sensitivity j
analysis for these varying estimates and report below three different calcu
lations of the internal rate of return for the CARE market corresponding to.
 
the most optimistic, pessimistic and our best estimate of the reduction ini
 
spoilage.
 

A. Quantifiable Benefits"
 

1. Reduction in Produce Spoilage
 

It is known that the present inefficient marketing system with its
 
mishandling of perishable food commodities, transportation delays,lack
of quality control, insect infestation and poor storage esults In. 
enormous wastage of food. We have attempted to quantifythe reduction 
in this wastage of food 'which can be attributed to irnproving.-only ,the'
wholesale aspect of the marketing channel. Based on the st iesd men
 
tioned above, our best estimate Is that 20% of al eihbl'Ius
such as frit andrvgetabes, ado191SLofe tlm&miprishable7 uch1as
 
cereals, were lost through spoilage in.the wholesale-syrstemuwhic

existed in Recife before the CARE market wis,6'tued ferth:
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ertimate spoilage ratwill be redu ced to 1~and~6%respecti1velY. ,'This redic'tjion woild result frIom provementLs inSstorage,~ handlihg, quality. control,i andpakaind"' cain ii adiiotjo-adto t fesubstan ial reduction in the time foodis beIng processedbeteen 
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more 
of the reduction rats attib tabl 

to the CARE market. Our estimates can be compared to estima+ote tsof rducton n spilae made by the marketing experts v~ conduct'.t~~studies mentioned above anid which ranged from 5%' to 15% for~perishab,1esand l% to0 5% for non-perishables. As will be explained below) it turnsout that our estimates produce a rather conservative estimate of the
internal rate of return. 

To evaluate the savings in spoilage, we have priced the saved food atits costs to the wholesaler, not at its final selling price. Volumesused were based on the size of the Recife marketing facility and "the
n 

market for food in Recife. 

2. Reduction in Cots due to Decrease in Spoilage 

Another substantial benefit is that with a lower rate of spoilage, a
smaller inventory is needed for a 
given volume of sales resulting i.
lower storage, transportation, and handling costs. 
 This benefit is- valued at an opportunity cost of capital of 10% and is equal to 10% of
 
the savings in spoilage. 

3. ReductLon inUnloading and Loading Time 

The picture presented at the existing -traditional wholesale markets inthe regions to be assisted Is one of utter confusion and congestion
especially at the peak periods of the principal market days. In most cases this situation Is only made worse during rainy periods, as manl
existing markets have no cover and are unpaved. The result may be aseatof mud with movement greatly reduced. In the best of cases trucks ah Nother vehicles are forced to park at varying distances from where thyii are to unload and load produce and common laborers are charged with. the .carryingcargo on their backs. In addition to lost time due to me .- .ficient unloading and loading methods, there is generally a.waitingperiod before such process can take place due to the'small;nize of the 
facilities as .unt..ofcomparedto the ntumber of vehices and am pr."oduce
attempting'to enter and exit. Initially savings in ioading-aild -unloadingtime at the new markets are estimated at 'one hour, even tually' risIng' to 
two hours. 



B. Quntfibl Cst 

I; Construction and, Equipping of' Markets '"" ~ 

These are, of Crnsehs i theprincrpalrmeasurable costs of the program
During inens6give revietwe have had eoppoartunitysto analyze number 
of: the feasibility studies prepared for i-ndividual market projects
Thes ntudieshave given an accurate pictue of theinstall:ation costs 

2 

The rang. of cots of dtfferent prototype markets prepared by MONT.OR
has also been sLudicd by the Project Committee and[ generally~have been 
found to be consistent wih the other studies.a 

ahree-four .the os tshesfc-ooa gts€:onscideeadtonl:ohepr#u 

2. Maintenance of Market Facilities and Increased Operating Costs of New 

Increa'd operatng, cots will takc the form of Increased use of ec: 
tricity ae.gdce, lightIng ) and water and sewerage which was not
available or not utilizedin the old marketing areas. SERETE, In itsfeasibility study of the wholesale market center, for Salvador estimated
total operrang costs, including pursonnel/'maintenance, and utilities. 
We assume CARE expenses will be approximatly the same and consider that 
three-fourths of these costs can be consi6ered additional to the' previous
marketing centers. a 

r"-

C. Internal Rate of Return 

*1 

Our quantification o the costf.rand benefits based on our best estimates : 
as described above, yielded an Internal rate of return of 23% for a typical
market to be constructedi as part of the program The data, assumptions
aind other details upon which this analysis is built appear in Annex V 
Exhiit N. The following, however, Is a briefhd.. ry of the methodology 

used to calculate the rate of return. 

In order that our calculations are as realistic as posoible, much of the
data used for new market facilities is based upon figures available on
CARE's operations for 1968 and 1969. These statistics were used to project,,volumes of business In fruits and vegetables and cereals and dry goods.
In the case of fruits and vegetables an average annual growth rate, of 8% was,assumed based upon the population growth rate, per capita incomcagrowth and
the Income elasticity of demand for fruit and vegetables. 1 Thevolume of 
fruit and vegeatables was then projected for each year uni'18. -,hprocedure, with some modification, wan uied for cereals and dry goos,
assuming a 4-5% average annual growth rate. 

. 

''4 
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tv 

a 

The benefits and costs, with most fiures based. on.CARES were then calcu
lated using these projections of busineso volume an albasis. For examplae
 

a ,,~ the volume of fruits and vegetablrn for 1970 is est niaiiie2 at~ mpillion6i;i 4 'a% 

V a'!a!.ra' ,' a! ' ,a ' 
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Spoilage should be reduced by 6% of total value from what spoilage would
 
have been without the new facility. This is a saving of approximately

$400,000 for 1970. 
 Over the life of the project savings in spoilage are
 
considerable. 
 In a similar fashion savings in labor costs were estimated
 
Construction, maintenance and operations were the only costs considered.
 
Costs were subtracted from benefits for each year to derive net 
flows
 
which were then discounted to present value to yield the internal rate of
 
return.
 

As discussed above, we evaluated the realism of our best estimates by

conducting a sensitivity analysis. Using both the highest and lowest
 
estimates or reduction in spoilage, we calculated the corresponding opti
mistic and pessimistic internal rates of return. 
 If one assumes that
 
the spoi.agc' In perishables can be reduced from 25% 
to 10% and from 15%
 
to 5% for semi-perishables, the corresponding internal rate of return is
 
approximately 48%. The lowest estimates ever reported were that spoilage
 
could be reduced from 19% to 14% for perishables and 8% to 77. for semi
perishables. The corresponding internal rate of return is 10.5%. The
 
rate 
of return of 23% used in the present paper therein, represents a
 
rather conservative estimate of the benetits which can be anticipated.
 
In any case, making the most pessimistic estimates still results in 
a rate
 
of return in excess of the opportunity cost ot capital. Each of these
 
rates of return, moreover, still underestimate the real return to society

since they ignore all the non-quantifiable benefits which will be described
 
below.
 

In conclusion although our analysis is based on estimates and assumptions,
 
it represents the best -hinking available 
on this problem. As stated
 
aboveall the data has been based on the MSU report, the end of tour 
report ot Roy Braideburg, the feasibility study for the Salvador market 
by SERETE, a Brazilian cunsulting firm, the MONTOR study, and on direct 
observation and interviews by USAID staff. With respect to the latter,
 
otficials at CARE have bee n consulted and all available data from that
 
center has been considered. In addition USAID/NE technicians conducted
 
a special survey interviewing the users ot CARE: producers, wholesalers,
 
superimirket owners. 
 Four economists have collaborated on the final revif
 
sion of statistics, estimatee and assumptions. Every attempt was made to
 
make realistic assumptions, and the rate of return is high enough to allow
 
for a margin or error.
 

D. External and Secondary Benetitm
 

1. Reductions in Costs and Rislks and Increased Competition
 

Although more ditficult to measure, this should eventually become
 
a very important economic and social benefit ot most of the 
new
 
markets. Its initial benetits will be quite small but should
 
build over several years.
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a.tamarkets willt be design'ed Fto 'handle fuVii' 1 b % 4o;~perating areas and- stal] s'willI. be~increased.' Finaly th" m're-news~:service' will~lin 'ot -only-the otheirkt bu neir'.' iwelll.,wl, AIL of;. these; factors will reduce maketing isks' and-Ico'bs.' -The'-;k4increasedccmpetition.wllI result in' lower; margins which-should fall to,~~more.'competitive: levels.I' Existing wholesale margifis ofl 8%6jnfruits andvegetables, and l53% onl cereals will be expe Icted 'to avntasla 

2. 	Stimulatibon-ofFarmer Production due to fncreased Opportunity for,Direct 
" Marketing .Indirect Inco Effects 


- ' -

Discussions with-GOB officials have indicated -that the hi he~tpirt
in renting warehouse and stall space will be to farmers. and- farmer organizations. 'The open buildings ares designed -for use of producers offruits and vegetables who rcnt by the day while farmer .cooperatives',will ~be given Incentives to rent warehouse space for more easily-s1torable; ' 


produce. 
 More direct marketing by the farmer should assure consistently
higher real prices for his products. 
 The result should be an-increase 
,

of farm production that would not have otherwise occured without'the 
- , new facilities. 

3.-i5
Economics in Retail Purchases due to Larger Scale Operations andEase in

ObtaininG Sadrd Quality. 

Because of their larger scale operation, this benefit would have its 
.- greatest impact on the supermarket chains. A'series of interviews'with managers 
--

of'the two largest -Recife chains have demonstrated that 'the opening of the CAM,'market has greatly facilitated their purchases of.fruits
and vegetables and resulted in an acceleration of their plans to expand- -i
this product line. (See Annex V, Exhibit 0 for interview questionnaire).The advantages of CARE us compared to the previous purchasing -channel's- --(old Santa Rita and Afogado5 markets or interior towns) were listed asthe ability to purchase in large quantities, better quality produ~e,lower prices,. constant-supply and better buying-conditions, :",Based'on

&-	 t- their observations and interviews, USAID agricultural technicians esti-mate that the benefits to supermarkets will result in (1)an eventual-
-' 

reduction of 2T7 inpurchasing codts of fruits and-vegetahlesand (2)an'.'additional increase of 14% in th6 participation of- supermarkets in retailsales of fruits advegetabl.e'. . -~"- ~- -. 

4.' Improved Public ealthdueto Improe HyinCenlness and More ~stable Supply  - --	 ~ ;-~--'~A J ~ 
----The descrpion des~cribed previoul of exstn a;#et s'vie 
-. enough of tie-danger to public~healthtfrom~ onifiate P~ ut9.TTe-'.,,4llackIftdrana po adigmthod, unsanitary trgeaes;ad
Vc4-lack of toilets and garbage ;remova failoih lj (ll:,be orce n~thie "new market&s., Althoughthe. r ~i~iir ]i~sn a b

-duc nJ111V 

4 
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measured, there is little question that the new facilities .;ill hwve 
this effect. 
Furthermore, a more regular supply of good quality food products to the
people of the region will contribute to improve their diet, which is

presently considered to be very poor even in comparison with other underdeveloped areas of the world 
as per FAO's standards. In fact, the daily

requirements in the Northeast of Brazil was estimated by ETL1NE techni
cians (Bank of the Northeast of Brazil study in 1962) to be on the order
of 2,800 calories for an adult between 20 and 59 years (productive age).However, the Recife population, which is considered to have the highest
per capita income of the region, is only consuming 2,500 daily calories.

The improvenment or such a diet through a well organized, more stable,
and less expensive food supply, both in quantity and quality, provided

by the central markets will increase the health of the population, resul
ting in higher manpower productivity.
 

5- Ipirroved Working Conditions 

esides the more Functional nature of the new markets and their improved
nanitary conditions, workers will enjoy a ran.e of ancilliary services
such as adequate restau-a.nt racilities, improved transportation, rest 
areas.

6. linproveJ Transport .h,.rv.es 

One of the primary b,.iief;. .s derived from the proposed new markets is theincreased cfficienc,. which [he exist'ng trick fleet can be used. Loading and unloading ti:, :f-.r mentioned above will be considerably reduced due 
-to better market layoid ard design and improved handling methods. Market
locations on 't ouits)is of cities a].so save truck time, eliminating thenecessity o pass thros: congested city streeLs. All of these factors 
mean that rUny one 1,Dck 'an make more trips pclr given time period between
production area;; uad mrr, t.ftcenters. This will stimulate the ex)pansion of 
trucking fleets, fvlus di r%.,r.y bcn .i?,tting the farmer. 

E. FXternal and Secondary Costa 

l.Red'uction in .. ,.:- to ' leal.ors 2Dircetlv Consumers as Rlesult of Non-Central ize( WCa4o, thcof 'arkcts. 

•'.. :n"i in vicwing:Jt, ' -),ut h,-,situation in 1Pecife. TheCA.' nrility rcp.;cd cto,n.Ily '..octei marlcts both of which soldj, 


both to retailes as w-'11. !,;.i.rct , I, cin.mluers. It is estLmated, that 
wholesalers located hI thes.e f .ir..L..,d n.pproximal;ely 14 of the totalvolume of fruits VeL :t.nb>and directly to consumers. However, due tothe grenter distance of whole'-tIle centerr, from rrLirential areas and due 
to the fact. that a relatively hil:h minlumi, anount must be purchased, it
is estimated that such sales will be cut to someonly 3,',even taking
into account the supermarket operating within the CARE area.market 

2. Additional Loading nd Unoadin,, of Trucks 

Similar to their observation in n? 3 above, MENTOR has pointcd this out
in viewing the existing Recife situation. When CARE was opened trucks
 
were required to register at the market,and were then free to offload or
 
proceed directly to the fairs of the city. 
 In recent months the CANEMA
 
operators of the market have arbitrarily required trucks to offload. 
We
 

http:restau-a.nt
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Al though estimates vary, anyone who ha examined, he ji.roblem of unem-,
ployment In Brazil. has concluded that the; sorv-ie' sector absorbs a5reat 
deal of the available manpower. Consequently, any improvement in the,,':':,':§.h'4n
emndaorlao.
cfficiency of 	 1i- nd"the service sector has the potential of reducing employ
ment. We do not feel, however, thaw the current project will have this 
undesirable effect for the following reasons:
 

. and deibrael y Upv hhodnts.ae't;e of):
1) The estimated labor producttvity gais are estimated to'be 4%, 
whereas the increase In theamount of food flowing through the system
i-,expected to be B1, per year. 'Meincr'ease in the demand for labor as a result of the latter factor will'Mlt JL y.outweigh the loss of <* ~ emTfploymfetresul~ting from productivity gains. 

2) 	The construction of' the maz~et Itself will generate significant
demands for labor. 

G. Conclusions
 

* While data is generally weak inBrazil, the marketing area has been
well studied and we hvdebralycosen conservative estimates of

*benefits 	to accrue from th'e construlction of new wholesale markets.
 
At the same time we have not, included the external and indirect bene-.

fitsi, 
which should far, outweigh the indirect costs, In calculating our

*internal rate of return. Nevertheless, an Internal rate of return of 
* 

.23% demonstrates the economic utility or"the proposed program. 
.. 

With. .I.--such a high internal rato of return we could cut what we, consider,
realistic figureS for reduction In spoilage to the most pessimistic,,,

levels and still obtain a~n Internal rate of' return Ini excess of lo% 

*With regard to the distribution of the cavings, we believe consumer
prices should fall in real terms)' 'assuming a contlinuing-of- bhe' exis-.. 
ting trends In agricultural productlon, because -of ,the Increase ~in.the efficiency of the wholesale market, Vie also expect, that tiSL'ro-"'" .ject will have important backward anid forward linkage,;effetS.14'3~jCQe
the wholesale markets will give prforltiea arid4 advaritags t~o~farmer's '~j
cooperatives for renting stalls, in addition 4to improvements in'tihie'i~~ 

-. 4,, 	 _ 



53 

marketing news services, the farmer will be in
a much better position
to take advantage of the existence of an efficient outlet for his produce.On the retailer side, both supermarkets and smaller retailers will sharein the benefits of purchasing food commodities in a modern facility. Theimproved method for purchasing perishable foods will be of primary benefitto the small feira rettaLl:r whose sales con:iist of a high percentage offresh fruits and vegetables. Although forward and backward linkages inaddition to competitive pressures will force the benefits of the improvedwholesale sy.;tem to be spread out, we do not attempt to make calculations asto how much of the benefits each party will receive. 
However, considering
tAic intentions of :,IDETW to strengthen small grocers and stimulate farmermarketing cooperatives, these groups should receive a significant amount of
the benefito of the program. 

Considering the benefits set forth above which are expected to ba derived
from this loan program, deftnite strides will be taken towards correctingthe "food gap" problem alluded to in Section I-D of this paper. 
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SECTION V - FINANCIAL ANALYSIS
 

The Financial Analysis will discuss the financial plan of the program, the
 
proposed loan terms, the financial aspects of the mixed companies

established to own and operate the markets, and the financial position of
 
the BNDE.
 

A. The Financial Plan
 

The GOB estimates that the three year needs of its national program of
 
wholesale market construction will require a total investment cost of
 
approximately t1OO million. It will require that the state and/or

municipal governments contribute 50% of the cost of each market rThus
 
t5O million of the program will be financed by the states and
 
municipalities. The source of the majority of such financing will be
 
the participation fund. 
 (Portion of federal income tax transferred
 
to states and municipalities for investment requirements.) The balance
 
70 million - will be contributed by the Government of Brazil, either
 
dfrectly from its own resources or from loans from international lending
 
organizations, through the BNDE. It is estimated that fifteen
 
million of the t70 million will come from AID.
 

Of the

t55 million GOB contribution, .45 million will be a direct BNDE contribution
 
and approximately 'l0 million will be GOB owned counterpart from the 
sale of PL 480 wheat. The proposed Financial Plan for the Natioral
 
Program, although not in final form, is presented in tabular forin as
 
follows: 

Proposed Financial Plan - National Program (in USI) 

Source Amount Percentage 

AID 15 15% 

GOB (BNDE) 55 55 
States and Municipalities 30 50 

TOTAL -lOO 10% 

The AID loan of $15 million would be eligible only to assist in the financing

of projects and technical assistance in the North and Northeast regions ..
 

Such a focus would identify AID lending with the poorest regions of
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for markets in the North and Northeast is reasonable in view of the rela
tively poorer status of the areas and the need to reduce the financial 
burden of the state and muncipal governments. 

C. Repayment Capability of the Mixed Companies 

As the rules and regulations for lending for the wholesale market program 
are presently being prepared by the GOB, no final determination has been 
made as to whether the mixed companies are to be responsible for full 
amortization of the loans from their internally generated revenues or 
whether all or a portion of the loan should be repaid by the state and/or
municipality which will, in any case, guarantee the BUDE loan through the 
participation fund described above. The guidelines established thus far 
require that, as a minimum, the operations of any market should generate
sufficient revenues to cover at least their operating costs, minus
 
depreciation, plus two statutory reserves: 
one for capital increases and 
the other for expansion. (The required percentages for these have not 
yet been determined. ) GG1,1AB and the BUDE estimate that personnel costs 
and depreciation are rouhly equal for a wholesale market and account for 
70 to 80o of their operatig costs. 

To reduce the amortization burden of the mixed companies, and make it possible
to plow earnings back into the business, the GF] tAB/BU[DE regulations will 
provide that the equity/,iebt ratio of each company is 60/40. In other words 
the equity contribution will be by 601 and the long-term debt I0,,,. The 
equity contributors will be COPAL  30%/ and the state and/or municipal 
government - 30o - while the 140% debt would be the long-term BNDE loan. 
The 30, COBAL contribution would be provided as a loan from the BNDE which 
COBAL would repay from yearly budgetary allocations of the Ministry of 
Agriculture. 

D. Financial Position of Bi3DE 

The BDDE's overall financial condition appears satisfactory. Comparative

year-end Balance Sheets for I965 through 1969 appear in Annex V Exhibit K-I. 
In 1968 and 1969 the real value of the cruzeiro-financing operations
approved by the BTYDE increased by 6/7 and 12%, respectively. An average
growth rate of 15.5% per annum is projected over the next 3 years. The 
BNTDE portfolio has grown from the equivalent of US$278 million in 1965 to 
US.$719 million in 1969 for a compound annual growth rate of 14/%. Capital
and Reserves during the same period grew from US135 million to US$632 
iillion, a compound annual rate of ;8%. This rapid gro"th rate is the 
result of the BNDE policy of capitaliz:ing total earnlngs less the provision
for portfolio losses each year and of the increases In the annual GOB con
tributions to the BUDE through the Monetary Reserve Fund and the Federal 
Budget (see notes 1 and 2 to the Proforma Source and Applications of Funds 
Statements in Annex V Exhibit K 2) which are not repayable. Consequently,
the BNDE Debt/Equity Ratio has been reduced from 2:1 in 1965 to the 1969
 
low of 0.45:1 (debt determined on the basis of total liabilities). rDespite
the indicated net growth in Capital and Reserves, the BNDE since 1952 has 
incurred a gross capital outflow of the approximate equivalent of US$530 
million. This capital loss, while more than offset each year by the large
COB contributions, has resulted from the BNDE loan terms which have failed 
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to maintain the real value of its portfolio under inflation. In 1969, new
 
loan contracts began to carry monetary correction though at less than the
 
full rate in the case of some programs.
 

The BNDE Comparative Income Statements for 1968 and 1969 appear in Annex V
Exhibit K-3. Gross annual income from the portfolio as a percent of the
 
average portfolio was 7.2% in 1969, 11.2% in 1968 
 and 17.6% in 1967. The
 
decline in 1968 was due to the lcss of income from the BNDE loan to the
 
National Steel Company which was rescheduled during that period at a 
reduced interest rate. Thii; loan represented a considerable portion of
 
the BNDE portfolio revenue in 1967. In 1969, the BNDE changed its account
ing procedure to apply monetary correction directly to the capital accounts
 
rather than through the income statement which explains the revenue decline 
from the previous year (see Comparative Income Statements for 1968 and 1969 
in Annex V Exhibit K-3) Gross income as a percent of average total assets
 
nhowed this same pattern, 5.6% in 1969, 8.h% in 1968 and 13.0% in 1967. 

Total expenses were 1.Oh of average total assets in 1969, 2.1% in 1968 and 
2.3% in 1967. Administrative Expenses decreased 11.1% in real terms in 
1968 and another 4. 6 p in 1969. 

The BNDE has shown an accpetable level of profitability over the past 3
 
years. Profits after adjustments for portfolio losses were 4.0% of average

total assets in 1969, 9.31o in 1968 and 11.5% in 1967. This decrease in 
profitability resulted from the decrease in income discussed above. Portfolio 
losses were .03% of the average portfolio in 1969, .05% in 1968, and .04% in 
1967. 

Lacking private deposits, the B1DE has no official reserve requirements.

However, as a provision for liquidity, the BTTDE has established a Minimtn
 
Cash Reserve below which the sum of cash and near-cash items is not allowed
 
to fall. This Mini-mum Cash 1'Eserve is a contingency fund calculated
 
quarterly and based on projected cash flows and anticipated projects overruns
 
which may require additional BPTDE financing (see note B to Proforma Source 
and Application of Funds SLatements in Annex V Fxhibit K-2.) 

The BNDE has no rediscount line, available to it. The BNDE legislation
provides, however, that the Bank may Make supplementary budgetary requests
through the Ministry of Platinini, under appropriate circumstances. 

The Capital of the BIDE amountedl to the equivnlent of US$220 million lit. 
December 31, 1969. This Capital has not brcn issued in the form of shares
 
but is based in the original GOB confribution contained in the BN1DE enabling

legislation of 1952 (Law 1628/52). The BUi Capitil is owned entirely by

the GOB which i represented by the MAinister of Planning. 

To complement its lending program, the B11DE provides guarantees for foreign

credits as agents for the National Treasury and L'or its own account. In
 
1969, foreign credit guarantees were made in the equivalent of US$111 million.
 
No provision is made by the BNDE for guarantees administered by the BNDE but
 
executed by the National Treasury for the latter's account. 
The BNDE yrovidex 
for its own guarantee exposure through its Reserve for Portfolio losse which 
az ounts to 5fo of the BNDE loans and guarantees outstanding. At the end of 1969 
tl e BNDE had a guarantee exposure equivalent to U$3414 million. 
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SECTION VI - AID LOAN ADM4INISTRATION 

A. Implementation Plan 

1. Loan Agreement Negotiations
 

It is estimated that approximately 90 days will be required for loannegotiaticns once a draft loan agreement has been prepared by theUSAID and presented to the COB for review. Both the BNDE and GE4AB
 
are already familiar with AID loan provisions so no unusual delays 
are to be expected.
 

Implementation Letter n§ 1 will be with theprepared Loan Agreement
and discussed with the GOB as part of loan negotiations.
 

2. Implementation Activities 

Approximately 90 days should be required for the GOB to meet Conditions
 
Precedent following loan agreement signing. 
Besides the standard

Conditions Precedent, of' which the Borrower is well acquainted, we will
require the final rules and regulations of the program and the final
determination of ntortiz],tion periods for loans in the North and
NortheasI r -eF; i . !ISA[D will require a; a Condition Pre
cedent to (,tntdlsbu' w; tlhi V BNPE and GEMAB submit to USAID
the economic, financial and technical criteria that they
use in eva]uatin}< and approving applications for financing
from thc mixed . will checknics U2AID rpot applications
submitted for a-pp.ovi l agal nst the .-riteria mentioned above,
to be supplied U"IA111) by DNDE and GEiMAB. With these assurances 'iW2 will not approve su-loan projects but leavethis entirely to 14F<All and the BItiDE. However, AID will 
receive report_ on ill approved projects and will post
audit thes Me'ary to aSSure that, analyses and approvals are in accordano with sound enineering and economic 
pract 1," . -

We estimate that the AID loan would be disbursed over three and one-half 
years to four years with final disbursement at of CYthe end 1975.
However, it is the GOB's intention to stick as closely as possible
three year disbursement period and, in 

to a 
view of their progress in setting

up the program, such a disbursement period is possible.
 

3. Procurement 

Procurement by sub-borrowers will be from local sources since Brazilianindustry produces the necessary construction materials and equipment
and there are sufflcient number of qualified Brazilian engineering and
construction firms. All procurement, except for engineering services,
will be carried out under the competitive bidding procedures as requiredby Brazilian law. Brazilian law also requires that procurement of pro
fessional engineering services be accomplished through invitations tointerested firms in a manner similar to AID standard procudures. 
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B. Disbursements
 

AID will finance 50% of each of BNDE's disbursements
 
for each project including the BNDE's initial quarterly
 
advance for each project. AID disbursements will be
 
based on requests from the BNDE supported by a state
ment listing the amounts paid out on each project
 
during the preceding quarter (identifying the projects
 
by name and providing supporting data, including the
 
acceptance of work pursuant to the certification of
 
the project architect/engineer, concerning project
 
expenditures) and showing the total amount to be paid
 
by the USAID.
 

Disbursemen's for technital. assistance and training costs will be made 
monthly based on vou,_ ui.rs cvi iercing payment for approved activities. 

C. USAID Monitoring 

1. On-site inspect ions 

USAID Capita1 Development, Engineering, Agriculture and Controller 
personnel will mnke pcriod.i- visits to projects to observe progress 
and verify ompliance with the terms of the Loan Agreement and 
Implementation Itters. 

2. Reports 

To reduce paperwork to a minimum, but still assure adequate monitoring, 
we will require orl, quarterly and yearly reports from the BNDE, with 
respect to the wholesrle market loan program, and semi-annual 
reports from GEMAP1 wilth regard to the technical assistance and 
training progyrams. 

The reports from the PNDE will be tailored to correspond as closely 
as possible to the timin, and content, of the reports the BNDE 
requires from its borrowers. The PTPB reports will provide such data 
as progress achieved on thr- AID C'inaned program, summary information 
on expenditures of funds made from all. contributors to the projects 
and a full description of tiny difficulties encountered in implementing 
the program. We will require that these reports be submitted quarterly 
and that they accompany all. requests for quarterly disbursements. 

3. Audits
 

Audits of the project will be made periodically as deemed necessery 
by the Auditor General's Office for Latin America. 



AID-DLC/P-950 
ANNEX I, Page 1 of 2 

LOAN AUTHORIZATION (Draft) 

Provided From: Alliance for Progress Loan Funds 

RAZIL 	 Capital Assistance - Northeast Agricultural 
Marketing Loan. 

Pursuant to the authority vested in the Administrator, Agency for Intern
ational Development ("A.I.D."), by the Foreign Assistance Act of 1961, as 
amended, and the delegation of authority issued thereunder, I hereby 
authorize the establishment of a loan (the "Loan") pursuant to Part I, 
Chapter 2 Title VII Alliance for Progress, of such Act to the Government 
of Brazil ("Borrower") of not to exceed fifteen million United States 
dollars ($15,000,000) to finance the local currency and dollar costs of 
goods and services necessary to assist Borrower in conducting a program 
of financing agricultural marketing projects in the North and Northeast 
regions of Brazil. Up to $i,O00,0 may be used to finance technical 
assistance and training. The Loan shall be subject to the following terms 
and 	conditions:
 

1. 	 Interest and Terms of Repayment. Borrower shall repay the Loan 
to A.I.D. in United States dollars within forty (40) years from 
the first disbursement under the Loan, including a grace period 
of not to exceed ten (10) years. Borrower shall pay to A.I.D. 
in the United States dollars, on the disbursed balance of the
 
Loan, Lterest at the rate of two (2) percent per annum during 
the grace period, and three (3) percent thereafter. 

2. Other 	Terms and Conditions 

(a) 	 Goods and services financed under the Loan shall have their 
source and origin in Brazil, the United States or any 
independent country of the .Western Hemisphere south of the
 
United States except Cuba.
 

(b) 	United States dollars utilized under the loan to finance
 
local currency costs shall be nmade available pursuant to
 
procedures satisfactory to A.I.D.
 

(c) 	All payment of interest and repayment of principal of
 
A.I.D. financed sub-loans by BUDE shall be used by the 
BNDE for agricultural marketing projects for such periods 
and under such conditions as are satisfactory to A.I.D. 

460..
 



ANNEX 	I, Page 2. of 2 

(d) 	 A.I.D. shall finance no more than fifty percent of each 
riDE loan for an eligible project. 

(e) 	 The Loan shall be subject to such other terms and 
conditions as A.I.D. may deem advisable. 

Administrator 

Date: 
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CERTIFICATION PURSUANT TO SECTION 611 (e)

OF T E FOREIGN ASSISTANCE ACT OF 1961, AS
 
AMENDED.
 

Ref.: BRAZIL - Capital Assistance - Northeast Agricultural Marketing 
Loan.
 

Having taken into account, emong other things, the maintenance
and utilization of projects in Brazil previously fineazced or assisted
by the United States, I certify that in my judgement Brazil has 
the
financial capability and the human resources to effectively maintain
and utilize the proposed Northeast Agricultural Marketing Loan.
 

This judgement is based primrsily on the facts developed in the
Capital Assistance Paper for the proposed loan of US$15 million, which
discusses in detail the capabilities of the BUDE (the National Economic
Development Bank) and GOLAB (the Executive Group for the Modernizationof Food Supply), and finds that they will possess adequate financial
and human resource capability (supported by technical assistnce andtraining where appropriate) to effectively maintain and utilize theproject. The HNDE, with the assisttance of GFMAB, will be competent
implement the project 

to 
,.nd act for the Government of Brazil as itsExecuting Agency. The relationship between the proposed loan and priorU.S. assistance to agricultural marketing activities In Brazil is

discussed in detail in the Capitol Assistance Paper.
 

Director 

Date: k,/ 
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CHECKLIST OF STATUTORY CRITERIA 

(Alliance for Progress)
 

The following abbreviations are used: 
FAA 
 - Foreign Assistance Act of 1961, as amended by the Foreign 

Assistance Act of 1971. 

App. - Foreign Assistance and Related Agencies Appropriations Act,1971 

MMA - Merchant Marine Act of 1936, as amended. 

COUNTRY PERY-ORMANCE 

Progress Towards Country Goals
 

1. FAA . 208; P- 251 (b) 

A. Describe extent to which country is:
 

(1.) Making appropriate efforts to increase food
production and improve means for food storage
and distribution. 

Expanding food production and improving the means for food
storage and distribution is one of the major goals of Braziland a great many steps have been taken to achieve this goal.For futher details see CIAP/377, especially pages 124-142. 

2. Creating a favorable climnte for forei.gn and 
domestic private enterprise ond investments.
 

Brazil has done a great deal to encourage private enterprise,both domestic and foreign and has not in general placed anyspecial obstacles in the way of foreign investors except in
a few "nntional security" areas. For specifics see IBRD
Report W1I-195-a, December 19, 1969, and"Industrial Policiesthe Manufacturing Industries In Brazil," and IBRD Report
W11-203, November 4, 1970. 

http:forei.gn
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3.) Increasing the public's role in the 
developmental process. 

Brazil has encouraged an increased public role in the
 
development process by the very successful tax incentive
 
programs to encourage private savings and investment.
 

(4.) a. Allocating available budgetary 
resources to development. 

Brazil is allocating large amounts of budget resources
 
to development.
 

b. Diverting such resources for unnecessary military 
expenditure and intervention in affairs of other free 
and independent nations. (Also see Item No. 16). 

Brazil is spending about 2.4 percent of its GNP for 
defense. In 19YO this was about $1 billion. This 
is a substantial amount but not excessive in view of 
the special defense burdens created by long borders 
(h,600 miles coast and 8,700 miles of land frontier) 
and a vast sparsely populated interior. Defense Agency 
budgets include expenditures of a non-military nature 
for such Khinrs as subsidies to civilian airlines, 
civilian airport construct ion, maintenance of flight 
control and communications and mail delivery to remote 
areas. ]dentifiabi3 items of this kind approach 10 
percent of defense agency budgets. Brazil is not 
intervening in the affairs of other nations. 

5.) Willing to contribute funds to the project 
or program.
 

3' e the Financial Analysis section of the paper for 
discussion of Brazil's contribution. 

(6.) Making economic, social, and political 
reforms such as tax collection improvements and
 
changes in land tenure arrangements, and
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making progress toward respect for the
 
role of law, freedom of expression rnd
 
of the press, and recognizing the
 
importance of Individual. freedom,
 
Initiative, and private enterprise.
 

Although pmlres.. toward ton return democratic government

still is hindered by the military's determination to hold
 
on 
to Revolutionary leadership, state legislature:elected
 
Governors from among candidates either selected 
or approved

by the President. l]ecthionn 
for the national Congress and

Senate were held in Ilovember after pre]iminary screening
piocess. Conestions, the :{t;ripping of pollticul rights for
ten years and the Cf. rin ,fFrom government jobs or deprivation 
of elee ted off ice, continue sporadically. All the 57n.te 
legislatures have been reopened, membership altered, of course,

by eassations. Mmicipal elections continue to be held. In

October ]ry-96 the WNWcral Conqress reopened after having been
 
closed by former 1'resident Costs a Silva for ten 
months. At 
the same 
time the Constit ution was amended, with Congressional

ratificetion, to strengthen the President's powers. 
 Although
censorship still exists and new laws precensoring for pornography
have been issued, a certain latitude in the press and in expressior
is allowed insof'sr as Fundamental concepts of the Revolution are 
not challenged nor articles published which lend support to sub
versives. On the other hand, thcre has been a growing incidence
 
of police intimidation of individual ,ournlists. 

The last nix monuths have seen continued allegations of brutual
 
treatment and tertMureu of n'ccused subversives by COB security

officials,. The nnB coniues to deny the Incidence of officially 
sanctioned torture. 

The GOB nppears convinced that private enterprise wilh government
assistance will keep the economy growing at the same rapid rate 
of the last two years. Outside the government there In some
 
concern exprened at the 
axtent of U.S. Investment in certain
 
sectors and 
at the amount of foreign profit remittnee.
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(7.) 	 Adhering to the principles of the 
Act of Bogota and Charter of
 
Punta del Este.
 

Brazil is adhering to these principles.
 

(8.) 	Attempting to repatriate capital
 
invested in other countries by its
 
own citizens.
 

Brazil's efforts to encourage investment, promote rapid economic
 

growth and reduce the rate of inflation contribute to the
 

return of capital invested in other countries by its citizens.
 

(9.) 	Otherwise responding to the vital
 

economic, political, and social
 
concerns of its people, and demon

strating a clear determination to take
 

effective self-help measures.
 

Since assuming power President Medici has voiced concern for
 

the disequilibrium in standards of living among Brazilians
 
The GOB has undertaken
of different regions and classes. 


to build 600,000 houses for workers and is placing increased
 
It has not
emphasis on strengthening its educational system. 

With 	most
yet embarked significantly on needed land reform. 


political power concentrated at the top, there is political
 

apathy on the part of the vast majority and the danger of
 
of extremeacts 	of terrorism on the partcontinued isolated 

See also 6. Supra.left 	elements. 


Are above factors taken into account in
B. 

of the subject assistance?the furnishing 

The above factors have been taken into account in recomending
 

approval of this loan.
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Treatment of U.S. Citizens
 

2. 	FAA §. 620 (c). If' assistance is 
to government, is the government 
liable as debtor or unconditional 
guarantor on any debt to a U.S. 
citizen fur goods or services 
furnished or ordered where (a) 
such citizen has exhausted 
aval ]ab]e legal remedies and 
(b) debt Is not denied or
 
contented by such government?
 

Brazil is not known to b so indebted. 

3. 	 FAA q. (;20 (e) (1). it' assistance 
is to a g<overnment,, has it 
(includinf rovernmenl, afencies or 
subdividions) taken any act ion 
which has the effect, of' national
izing, expropriating, or otherwise 
seizing-ownership or control of 
property of U.S. citizens or
 
entities beneficially owned by
 
them without taking steps to
 
discharge it1s obligations toward
 
such citizens or entities?
 

No such action has been taken. 
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,w 	FAA 1 620 (o): Fishermen's Protective
 
Act 1 5. If country has seized, or
 
imposed any penalty or sanction against,
 
any U.S. fishing vessel on account of
 
its fishing activities in international
 
waters.
 

No case of seizure, penalty or sanction against U.S. fVshing vessel
 
is known to exist.
 

a. has any deduction required by
 
Fishermen's Protective Act been made?
 

Not applicable.
 

b. has complete denial of assistance
 
been considered by A.I.D. Administrator?
 

Not applicable.
 

Relations with U.S. Government and Other
 
Nations
 

5. 	 FAA § 620 (d). If assistance is for 
any productive enterprise which will 
compete in the U.S. with U.S. enter
prise, is there nn agreement by the 
recipient country to prevent export 
to the U.S. of more that 20% of the
 
enterprise's annual production during
 
the life of the loan?
 

Not applicable.
 

6. 	 FAA § 620 (J). Has the country 
permitted, or failed to take 
adequate measures to prevent, the 
damage or cestruction by mob action,
 
of U.S. property?
 

Brazil has not permitted such acts*
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7'. .FAA 620 (1). If the country has
failed to institute the investment 
guaranty program for the specific
risks of expropriation, in con
vertibility or confiscation, has the 
A.I.D. administration within the past
year considered denying assistance tosuch government for this reason? 

Brazil has actively instituted a guaranty program. 

8. FAA 5 6 20(q). Is the government of
the recipient country in default on
interest or principal of any A.IoD. 
loan to the country? 

No such default exists. 

9. FAA § 620 (t H.Has the country
severed diplomatic relations with 
U.S.? If so, have they been resumed
and have new bilateral assistance 
agreements been negotiated and entered 
into since ,uch resumption? 

Brazil has not severed relations with the U.S. 

10.. FAA § 620 (i). What is the payment 
status of the country's U.N. 
obligations? If the country is in arrears, were such arrearage taken 
into account by the A.I.D. Administrator 
in deternnlng the current A.I.D. 
Operating Year Budget? 

Brazil is meeting 1ts I,.N. obligations. 

1, FAA 5 620 (a) 

t k.:appr ' 

ship.; or n re I 
ear'yin,. 'nr-(,,,; 

f rcp;cii. 'ounrry 

1i) ,1 1 C)p" be p C(wVn t 

inder i tn f'aor, Cron 
1.(.) or f'I'ncm Cuba? 

Br'oz j {Itq', ,r, I', urnthul fl~t~ ISffl.to the presentCov, ru v..ofn 1Fflbs. lrazi] ihron l ken appropriate
steps t;o prevrt.L shIps o" nit'craft under itsregistry 'rom enioginug in any Cuban trade. 
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12. 	FAA § 620 (b). If assistance is to a 
government, has Secretary of State
 
determined that is is not controlled
 
by the international Communist movement.
 

Vie 	Secretary of State han determined 
that Brazil is not controlled
 
by 	the international communist movement.
 

13. 	 FAA 5 620 (f). Tu recipient country
 
O Communi-t. country?
 

No. 

I4. 	FAA S 620 (i). is recipient country
 
in any way involved In (a) subversion
 
of, or military aggresion against, the
 
U.S. or any country receiving U. S.
 
assistance, or (b) the planning of such
 
subversion or aggrei;rion. 

No., 

15. 	 FAA § 620 (n) 
Does recipient country lurnish goods
 
to North Viet-Nam or permit ships or
 
ai--c raft: under Iti flag to carry
 
ca rgor to or from North Viet-Nam? 

Br;izfI i,,,s n(,t ?affi or knowingly permit trafficking
 
with North Vir't:-Nan).
 

Miltir'V-Epel iuv 

T.	 FAA ft 20 (;) lflh.v: percentage of
 
couni tr b,,d ,,t. I1; f or military

e:.pc'aI li Huirm,,?. of
h 	 much foreign 
oxchamn,,(, re,;mirc,,!; ,;p(nt on military
 
equ prnct:? I.How much .pent for the
 
purchasme of t;ophIst. icated weapons
 
systems? (Consideration of these 
points to be coordinated with 
PPC/MAS).
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Expenditures for military purposes are about 18 percent of total
central government or 
about 9 percent of total public sector
expenditures including states 
and municipal governments.
 

Brazil's 
foreign exchange disbursements for military equipment are
projected tc, 
increase from $ 20 million in 1967 to $ 58 million in 1973.
These expenditures would range from 1.19% of total imports (defined an
goods plus net services) in 1967 to 1.85%
exchange reserves were at 
in 1973. Brazil's foreign
about $510 million at the end of 1969. For
about 10 years (1935-1965) Brazil bought little military equipment. Areequipment and modernization program now underway to improve efficiencyin the defense establishment by replacing aged and obsolete equipmentwill increase expenditures for equipment, but will increao. oveiall
military expenditures only slightly. 

.CONDITIONS OF 171LOAN 

General- Soundnvs!;. 

FAA § 20] .(M Informsution and 
conc l.,:us oi on reat;onnblenesn and 
legalijty ( ,tiler laws of country PndUJoSo) of. l cdlng and relending terms 
of the loall.
 

'The terms of 
 the proposed loan are legal under both U.S, andBrazilian lawn, and are considered reasonable* 



- ----

AA 21 :b) . 251 7 ~j Pg b~ 2
9foration and conclusion on 

soundness's 
 loan is neo 
o e'puay
 

- - loanat exceeds $ 10r 00, has 
con y

7:i' ;ubmitted 7t ' at I7 )-' , 
 y
AI*D* an application 'for
 

sunc f l ogetherwithas
tnd
<" : indicate that urances tofands will 
 bu in an
ec~onouically and technically sound
 
manner,
 

-io hec t e....- i_.-i recon'p y m an,- hicThe project is considered economically and technically sound. Sce
Technical (Secton III) 
and Financial Analysis (Section V)in thir
paper. The Mlinister Of Planning 'submitted a loan7aPplicstion to

USATD,,oatuliicon a -ad e.Setember ln hamount:Ia.Th2, 1Q970 (See Annex BE ii[:',:!been received Assurances havethat the funds will .--be used in an eco
nomiically and technically sound manner.
 

19. FAA 52 1() Information and
 
conclusion on capacity of theo
 
country to repay the 
loans
indluding reasonableness of
 

repayment prospects,
 
Brazil is considered able to repay the proposed loan. The BNDE will
require appropriate guarantees on all sub-loans (Section V-B).
 

p20. FAA ;611 )() Prior to signing

jof loan will there be (a)engineering,

financial, and other plans necessary to
 
carry out the assistance and 
(b)a
reasonably firm estimate of the cost 
to
 
the U.S. of the assistance? 


'7 

(a)Necessary technical and financial planning of the overall program
has been completed. Technical plans for prototype markets have been
prepared (see ANNEX V Exhibit ii)g however, detailed engineering plans
will be prepared for each miarket, taking into consideration the7
requirements of local conditions, prior to the granting of sub-loans
by the ENDE. 

' 

in the financial analysis (SECTION~V). 
(b)A reasonably firm estimate of the cost of the activiysprend


'i rsne
 

4, ~'7 >
 

http:amount:Ia.Th


-- 

I i Z 1: 

~~geact-ion--is-required -within--
recip~e country, what is: basis for ~ 
reasonable expectation that'such
 
action willbe completed initime-to ' t 

p+ermit Orderl accomplishment of .:j., 

purposes Of loan ?
 

Additional legislation is not required.
 

. AA S 611 Ce). If loan is for capital 
assistance, and all U.S, assistance to 
project now exceeds $1 million, has
 
Mission Director certified the country's

capability effect'.xely
to maintain and
 
utilize tile project?
 

Yes, See Director's Certification in Annex J1. 

23. FAA 5 251 (b). Information and conclusion on 
availability of financing from other free-world
 
sources, including private sources within the
 
United States.
 

IBRD, IDB and EXIMBA14K have all expressed uO interest in t Jfnanci 
project. Since concessional lending terms are required for the project,
other sources are not known to exist. See Sumary and Recommendations,
 
Page 5.
 

Loan's Relationshi.p to Achievement
 
of Country and Regional Goals
 

4 FAA 5 207:_§__251 (a). Extent to 
. which assistance reflects appro

prLate emphasis on; (a) encouragidevelopment of democratic economic,
 

political, and social institutions;

(b)self-help in meeting the country's
food nd ds; (c) imptoving availability 
of trained manpower in xe country;
4(d)programsdesigned to meet the 
country's health needs, or (e) other 
important areas of economic, politic+. 
and social- development) including,

and comunications;.planning an~d public . -j 
mo1der1niztio fexsig,


is4 



aslistance will significantlycotiuetth iabihn
 
rn	, efficient and sd r a
 
askpwhkich result ince
sho ld in h 	 f:Page,-fsetopthe consumer. c	 -12, 20 

(b) he projtn will triute helpnmeeting

need6,by providing the individual farmer aswellas 

t
 

with:1a 	 rural cooperativessecure and regulated outlet for their products,~'
cessary~~ an~ aiayfaiiis opA+dir+e~ ~~ ~~~~e ne~grro 
(c)The assistance, by providing up to $ 1,000,000, for trainigan
technical assistance, will decidedly improve the availabilthy of
trained manpower in North and Northeast Brazil (See SECTION III-C).
 
(d)The markets established with this assistance will have the
necessary refrigerat~ion and sanitary facilities to provide fresher and
safer products for the consumer, 
(e) The assistance will contribute to urban development through the
establinhment of new market facilities in the outskirts of the cities,
thereby contributing to 
reducing congestion in the heart of the
cities, as well as 
assuring, through their storage facilities# an
uninterrupted supply of essential agricultural products to the city
dweller. 
The assistance will also help manpower the areas'
communication needs through improvement and expansion of the market 

I 
4 news service program (see SECTION Ill-Crl).
 

25. 1AA 5 209. Is project susceptible of execution as 
 ' -part of regional project? If so why is project not
 
so executed? 


' 
This is a regional project designed 
to meet the agricultural marketing
needs of North and Northeast Brazil. m
 

26.,. A 5 )() Information and conclusion on
 
activity's relationship to, and consistency with, other

development activities, and its contribution to realizable
lang-range objectives.
 

This activity has a basic significance for all Borrowilr's development 

'activities, 	 .1atl will play an essential part In the realization of Lt
lorg-range objectives in the agricultural marketing area,
 

27. FAA§ 251(b) (7). Information and conclusion of
 
whether or not the activity to be financed will
contribute to the achievement of self-sustaining 

'"
 

growth.
 

The activity will provide Brazil with a system t6 provide financing for. 
~ ~~self-suntaning rational food distribution 9ystem and 
eiiinate 'certain
bottlenecks in agricultural marketing,. 
 ~ 	 4" 
' f V 
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A% 281 (a'Dcscribe extent
 

to which, the loan will" contribute
 
to-.the-7objective-of--assurijng' 

maximum.-pair ticipa ticon in' the. task 

-

.ofeconomnfc development on the p,art
 
of, the people of the country,

through the encouragement of, 
 q

democratic, private, and local
 
governmental institutions.
 

The wholesale markets are administered publicly, however, the
benefits go entirely to the private sector, i*7e., 
farmers,

wholesalers and retailers.
 

FAA 1281 (b). Describe 'extent to
 
which program recognizes the par
ticular needs, desires, and capacities

of the people of the country; utilizes
 
the country's intellectual resources
 
to encourage institutional development;
 
and supports civic education and
 
training in skills required for
 
effective participation ingovern
mental and political processes
 
essential to self-government.
 

The loan program represents a response to a high priority problem

in the cities.of North and Northeast Brazil. The program is designed'to2

elicit a maximum of local participation and provides a learning

experience in financing and operating a municipal wholesale markets
 
on a self-supporting basis.
 

conclusions whether loan will
 
encourage efforts of the country
 
to: (a)increase the flow of
 
international trade; (b)foster
 
private initiative and competition;
 
(c)encourage development and use
 
of cooperatives, credt unions, and
 

Ksavings 
 arnd loan ansociations; (d)K K 

(e)Improve technical efficiency of KK
 

industry, agriculture, and
 
commerce; and (f) strengthen free ~
 
labor unions.,~~j 
 > ~ 

~ -2 a-1 

http:cities.of


'Ie 

priA use JY 

~(c) nd Id ct wille oat~ y 1~~ lon bei 

~ (c)The loan will Ctrnlo~ to 

-~~~ -( f N o r atA ics b y .. i d e mne .1 

31.. FAA5 619- Ifassistance is
 
f-rnewly independent country;

is it furnished through

mfultilateral organizations or
plans to the maximum extent
 
appropriate?
 

Not Applicable.
 

h :32. FA 5 h. Information and
 
CocM ion onwhether the
activity ia'consistent with the
findings and recommendations of '2<
 

Sthe 
 Inter-American Committee 
 for

the Alliance for Progress inL its
annual review of national develop-%

ment activities.
 

.- -- The loan is consistent with the findings and recommendationsInter-American Committee for.,the Alliance for Progress -inits. 
of~ the 

latest annual review, The orhatmkeigloan will-;helpBrazil to meet its goala for improving the marketing systeiifor agricultural Products which will-benefit the Ifthe urban popuintion. arm .rvasIwell aos-'--~'~(See CIAP/377 pageS 1l26 to6l42 Agrict, ltuia1IPolicy, eapf-"cially itm4'omi~ilzto) 

'p 
-*****Y.Cmerilzain 



3. FAA S 251' J)Inforati6 
nd'
can6hi 
n,use.o, lant
 
85ss~inpromot ng 
 the coop

eoVment $n Latin Ameri~o i. 
~Ij~lan w4ill iiidiretybnftiteco
Brazil as 
 b'rkti9enoefit
h opr
using theMakt~ 	 oeeti
0jic Lvswl e 
 ve fr
 

'Infornaionnd ocsoni 4r 
~encour reg oilevelpmentin "age.programs, and contribute~ ecoomic nd Poitica to~h 

~ ~~ ~ integration of Latin 	America. 

Not Applicable. 

L~~Ioan sEffect onU.S. andA.I.D.
Trogram~
 

35. FAA §251(b) l ;510
 
nformation 
 and conclusion onPossible effect Of loan on
uOs. economy, with special


reference to areas 	of subk J 	 stantial labor surplus, and
extent to which 
 U.S. commodities 
24and assistance are furnished ina0mann,!r consistent with imnproving thle U.S. balance of payments
 

* ~position, 	 nao 
This loan will~ have no unaoable,impact. on'the U.S.ecx&V<
 

.36.FAA
§ 60 b 	.Info\1nation andconclusion on lip~ the ontwl
encouragi U.S* privae etrade and.,
investment abroad and. how it, willj
encourage privateUS, +"A 

partici-
-pation inforeign assistance 


programs. (including 4!
 

use of private+trade channels aid, tile' 	 serviceij :V.-ii' 	 4j of U.S. privat& enterprs
 

Dollars 	epneunethnloan--to 
uchwlocalcrr
 

are expected toreuni agprtvLeifor U.S. exports to Brail,1 



,,~PCage i6of2 

eI"' ehgineering,-.and 

ct a, svie 8 f' U 

-~ ~ -,s' -adtheir~a'ffiliate 

t __inximum etn 

7L enier bfirms 'will niit be-needed' foir-the'-rbdject..BrazjI
-valafecofnptent'and-cheji 

>tl	 

an ar f6 e' 

~~ fiinnded under thie loan 
 < 	 5 

38 . 'FAA. 602. Information and -:~- 

~conclusion 	whether U.S. small
 
business will participate

equitably in the furnishing of

goods and services financed by ~ 

_the 
 loan.
 

.!US.business 'willbe gvnan opportunitytopripaenth

bidding for communications equipment and to offer prcposal S for'the technical assistance and training through A.I.-D. miall 
busines's procedures.
 

9.FAA §. 620 (h). Will the loan 
-~promote 
 or assist the foreign
 
aid projects or activities of

the Communist..Bloc countries? 

iNo.
 

401,,,FAA§ 621. If technical assistance 
.-is financed by the loan, information
 

and conclusion whether such assistance
 
~will be furnished to the fullest extent
 
practicable as goods and professional


r and otkbpr services from private enterprise 	


-4 on a contract basis. If the facilities 

~of other Federal agencies will be 
 *,;1;4 

-r utilized, information and conclusion on 	



,,whether they are particularly suitable, 	
.; 

2 )-not
,are competitive with private enter-:A>~
 
prise, and can be made available without ,undue interference with domestic program's. 


-P744 

'"Technical assistance for the 'project is' expected4 to be-4urnished by ~ 
4 either the U.S. private sector or the U: ~ateto gi~tr 

- . ii~when more appropriate. 

M,
-40 

444M 
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41. FAA §. 252 (a . Total amount of money 

Uider loan which is going (drectly toprivate enterprise, is going to inter.mediate credit institutions or other
borrowers for use by private enterprise, is being used to finance imports
from private sources, 
 or is otherwise
being used to finance procurements

froml privale 
sources. 

The entire amount of local currency obtained for the loan ia
expected to be consumed by the private sector of Brazil,
pursuant to contracts let by municipalities receivingfunds from loanthe int-elrnediate credit institution. 

Loan's Cc,,iJ.: ,ii-, .1.c: quirements 

42. FAA oi,; 

at11 

§. ;. (d).. Interect rate of' loan.-- _ T, ; -7 i !f m (.1urinUM grace periodani 1t 4 c,. annum thereafter? 

Yes. 

43. F .n'
(Ot (00). rolnntion on measures 
t-o 
 be-te- Lo ,itilize U. S. Governmentexcesscersonal to .ertylieu of theinproc ir'e aent "'i,..
!tceys.
 

l c ....Part 1-p- ..pl 


44. FAA , . (:) Will allc omnno--,U't y -c,,rme 
t finunced tinder theloan 1wi, r J 1.S. 
 a;

de e rsinc~l 1ry 


fup otherwise 
the" PrjleJAnt 

Yes 

45. YAA .. I.'. 
 W1110, provi.on is made
to preve,n; J'.n!ln./-;commedity procurementin bulk tit prices; hipher than atjusted U.S.

market price?
 

Not apptLi cable. 

http:provi.on


6. FAA §. 60 (d0. If the host countrydiscriminates ngainst U.S. marine insurancecompanies, w..ll loan agreement require thatmarine insurance be placed in the U.S. oncommod i. .. '3G1,.a ced by the loan? 

,s. 

FAA7 
 .orc O.r_ procurementag.cu.Lt,-,j0emm odrty or produc; 
of 

financed, is to bei:; there provJ.ion against suchprocureuint when the domestic price of suchCimOalL1 in Was thm, narty? 

h. FAA 5. 61] (P): A
Watr 0 If loan finances ... i:od lad esou''
rce constructionproject or jurm, !" Lh-r, n,Wenefit-costconiput, lnr woon l'(['r - "icLicnbl.e,acconrdn', in .. ha 1''raoth , i :ret forth inflnemoC,'r', the 

1 " Y',..i,o, !h7 . , .1 . May .15, 1962? 

Not
 

4-A .-- 1 L (A if :nant, a, 
 Or8 contructionto ii ~7:!][.:7HFoVL are 
:%in will bethey he Leh made that nn n comp.titive bin to maximum 

50. M'A Q. (2 (v). 710 1,rovision iH Mhere against useo-lro . fa.< tmoexproprI.ON owners, o:' r,,r M .W,.WWA:t forpnr prty7; 

The I&i. . ,, wM, WivI Iri'.jt :min use.(:)L 

51. FAA 9.'_; (); . Q6 (Ch). lacribe steps taken..to It.... t.i, t hrstix 
the c-, I 

Im lum extent possible,
:in con tribut in,

meet .locaL currenciesMY nono of Oractl] to 
and adri other services,',:e!r curr('1'encies onemd by the U.S. areutili>-e'I Ln me., A ol; of Ccontractual and 
other nerer. 
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Ns e icssor ~of j~ 0or "io"V$4. ~ o n curecrin~ '~avail bl a h 

5.App.S 104. Wil an1Y, loan fund be used
to pay Pensions for military Pe'rsonne1' 

53,Ap 106, If lo111 in for capital project,iS there provision for A.I.D. approval of all
contractors and contract 
terms? . 

GEMAD and lINDE will approve the subloan,,the engineering and
construction contracts on beafof A.I.Do because $ 14 million
 
s

of this ise 
a loan1 to 
an intermediate 
 r di 'n it t o 
 A #D
will apoea standard contract and procedures and cteriafor contractor selection. For the technical assistance portion
of the Loan AOIOD. will approve each individual contracto.U
 

4 
54,AV. § 10g8. Will any loan funds be used to pay
U.N. assessmutnt?
 

No.
 

55.pr,5 09. Compliance with regulations
on employment of U.S. and local personnel
for funds obligated after April 30, 1964
(Regulation 7).
 1 ; 

Not Applicable.
 

56,. FAA §636 ) Will any loan funds be use
to finance purchases long-term lease, 
or
exchange of motor vehicle manufactured

outside the United States, 
or ainy guarant
of such a transaction?--


No .

I-0 
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57. App. §. 401. 
Wl any loan funds
 
be used for pub)licity or propaganda
 
purposes within U.S. not authorized
 
by the Congress?
 

No.
 

58, 
 FAA §. 620 (k). If construction of
 
productive enterprise, will aggregate

value of assistance to be furnished
 
by U.S. exceed $10O million?
 

No.
 

59. FAA §. 612 (d). Doeis the U.S. own 
excess foreign currency and, if so)

what arrangements have been made for
 
its release?
 

No.
 

60. 
 MA §. 901.b. Compliarce with require
ment that at least 50 oer centum of the
 
gross tonnage of' commodities (computed

separately for dry t~u.U carriers, dry 
cargo liners, and tankers) f'inanced
 
with funds made available under this
 
loan shalt be transportei on privately

owned U.S. flag commerci.1 vessels to 
the extent thrft such vessels are
 
available aG fair and 
 reasionable rates. 

This requirement will be cumplied with in the loan agreement.
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rWi l ythere re ne swie calya dupon or, universally.. .l.i.b.....'criter'ia for, evaluating a country' s 'allocat~ion of'esources 

... .....ca.n judge pro er allocation b'y i resultsi.. " zation, and, distribIution of welfare. In these ;tenas, Brazil'past recq'id and statled i'ubure intentions are enlcouraging. u 
s 

... 

'In many importanb respects Brazil's recent economic record hasbeen excellent. The Growth o1f GDP recovrd in16 nd 97*from the economic crisis of the early 60's, wlengrowth dipped
below 2; andd per capita G..P actually declined.. The '!966/67expansion was largely a res~ult (if the reform policies of the
revolutionary government and accelerated in 1968 and 1.69; whenGDJP grew at an estimated 8-9 10rate. Export~s have risen very
rapidly since .1964, especially during the past two years whenthe GOB' s new system of mini-devaluations of the cruzeiro enabled~Brazil to benefit greatly from the boom in world. trade. .The rate)
of infl.ation, althouGh still. high, was reduced sharply in thepcriod 196 4-67 from a formaer peak of over 80%j', and f'urther' gradual:progress has been achieved the lasIt two years as the relative'weight of priority in national economic policy has shifted from
stalilizat ion back to growth. The government deficit has been
gradu.lly but decisively reduced fromeovery inflationary levelto only about 0.5%o of GDP. . 

-- Federal tax. receipbs grewa from 7.8%o of GNIP in 1961 to 10%Oin1969. lec.ntly an 21V study rnked Brazil first in tax effortamong the developing countries. The overall tax rate in Prazil.is a yery high 24,'- of 011?. 
.A ystem of fiscal incentives for rebating income tax receppfor private investment in special areas or sectors includingagr.-indust.y has beeniremrarkably successful parti. ua . in 

" 

promoting, industrial expansion in the poor Nrortheast. 
-Total. savings ,and investment have recovered

14.21;0 of GUI' in 1963 to 16.8-%, in 1969. 
from a lowr of 

An important question is whether the recent economic roirbh has 
resulted in increased welfare forh 't.average, Br' ian,,Aleast for the non-agricultural work ,fqrce, ti s appears, to beca.se; During the '1960', although'.the official" ieal-' ' P 

the4 
'Ljwg 

47u 
i w g 



.K1 

... mde.inedp utVCrao earnings 	ireased. Ofarthe non-aCri cultuxaJ•; worikforce t.'orkers1 h earnedless thanhalf the-_ incim . 

earning at, i above the inium wage inces riie' 5n1j,t: M,j" , 	 59S,of the work force. Furthermoreon-the rnoi-cfcu rese 
work-.force grew at coe to0 year. 

A Thus4 	 the internal allocation of resources has been 	high enough" and sufficienbly effective to promote overall rapid economic,growthand a somewhat better distribution of income. The GOB'sstated priority for education, health and agriculture has been 
- urba"generally well refIlccBrd in resource a)llocations and policymeasures 	affecting those sectors, 
which also are A's pri..ori_
ties.
 

agricultural sector has benefited-The 	 from a wide number ofprograms 	encour-aging modernization. 
 Recently tax incentives 
have been created to pnromoto investment. Exemptions fromthe value-adet'3 taxChavc ended previous disincentives to4 usemodern inputs an(' to sell in the e.Tort market. Government 
spending on agriculture Is a less siTnificantindicator butit also increa-ed 31%/ from 1961 to 1969. 

Public expenditures on education jumped 1 o a year during the1060' s. 	 The Gover.-u,ent plans for a continued rapid increaseand ultimately the attainment of universal primary education.From 1966 to 1970, enro)Thienbs increased at the annual ratesof 6, at 	the primary level and lh%,' at the secondaryEducational oppotunmities are 	 level. 
urban and 	 rapidly widening for the averagesinal 1 town Braztlian. 

Public spending In health and sanitation grewr at close to I1~oa year in. thc 19 6 0's with major emphasis on campaigns against 
malari, tuberculosis and other specific deiiaig diseases. 
The Gov,rnnt of Brazil hais said its goal,; for the early 'Q1970' s will. be an increase in CIUP betweien 7% and 9, per year.The major emphasis in the public~scctor willcontinue to beon expanding educational and health services. Withina 	ma'ro-4----"econlomic 	 policy framnework~ aimed at rapid 	growth, continued 

3 

gradual reducion in tne-~rate of inf.lation; ,and'- a continuedij~: i4~t4~rapid rise in exports, the 00fl's priva-te sectorrelp'npriorities will continue to feature the modernization of
4 agriculture. 

-IM 
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AID/W AUTHORIZATION OF IRR 

CAEC Review held December 10 and IRR approved subject following:
 
A. Loan Paper analysis should explain relationship 'etween wholesale markets and aupermarkets, may they be considered severable,
or are they interdependent? 
If interdependent, what is 
extent
and nature of interdependence? 
Also if interdependent there
shinld be allocation of funds for each segment, with limited
authority to transfer from one segment to another. 
B. Specifically idcntify Brazilian source of funds.
 
C. Evaluate unemployment effect of supermarket financing, carefulyconsidering economic, social and political problems.
 
D. AID/W expects Loan Paper to have detailed analysis technicalassistance requirements.
 

E. To what extent will repayment on subloens be relent again for
same purpose? 
 fow will repayments be used?
 

Rogers
 



V STRATEGIC DEVELOPMENT PLAN (EXCEMRS) ANNEX 

MODERNIZATION OF THE MARKETING STRUCTURE Page 1 of 

The formulation of {tis policy has for its objective to determine the goals, 
airectives and norms of operations to be
adopted by the Federal Government for the modernization of
the agricultural marketing system which constitutes the key
stone of development in the agricultural sector.
 

The modernization of the system depends on the planning and
implementntion of four basic actions:
 

a) The installation of large wholesale 
marketing centers
in the principal cities, that is, 
with more than 500.000 inhab
itants;
 

b) The installation of smaller terminal markets in the
urban centers of more than 100.000 inhabitants but less than
 
500.000;
 

c) The installation of regional assembly markets in the
principal interior convergence centers where production is con
centrated;
 

d) 
Fiscal and financial incentives for the installation ol
specialized industries which would process, prepare, and prepackage animal origin products and food in general.
 

In this stage of the planning other smaller centers at the
state and local administrative level 
were not considered, that
is, in communities with less than 100.000 inhabitants.
 

The market necessitles which centralize distribution, are felt
at the level of these smaller urban centers, however, these
markets have the typica. characteristics of mixed marketswhere the presence of the producer is frequent, that is, the
producer sells his production directly to the consumer. The
urban areas 
in these centers do not justify the installation
of more complex and ample organizational units whose investment exceed the financial capacity of the vast majority of the
local and state adminJntratlons. 

A) Large Wholesale Centers
 

As urban income rises the demand for food does not rise
in proportion, but on 
the other hand more diverse products
are demanded, better quality and presentation become important
and larger food outlets are necessary. The larger volumes
of perishable food require facilities especifically designed
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for the commerce of these products, facilities thatinsure
the preservation of quality and high productivity in the
handling of this type of products. Substancial reduction
in cost can 
bo achieved to the extent that these facilities
are designod to take account of the volume of inerchandiso,the number of wholesalers, the necessities; of handling andstorage, the traffic patterns and ofmeans transportationand a well articulnted system of' marketing information.Other important results from -'iese investments are betterquality products and a more .capid flow and consequently less
spoilage. At the same time the retailers profit fromcost reduction, nnd th.-,e bene fits are 

this 
also transferred inpart to the consumer.
 

The calculation of 
 the dimension theseof wholesalemarkets dennnds careful conv,J 'atlon, since the rapid growth 
ur.

The depreciation of Ile invcs:;tmo(nt must be considered overthe long run Jn corue- that bli amortization w: ;1 allow
favorable balance 1iu 

a 

of the large citle--, a:nqire.;Increasing volume of produce. 

iiif 


These 
 , twho :s:, uj must: Le des!,igned for the long runand take accoun, Lhc. lutIuic regrowtn in urban population andchanges in conF;t .,. h :aiiIt-,i.o. :,s income increases demandfor fruit and vetretalblo will grow thanfaster demand forcereals. 'h,'elore. in-depth :tudles are necessary in orderthat these AnveI-;',!(::(I ; 00 not become obiolete before the endof their amorti:.a -o crieiod, According to criterion previously establ shed tl.! I:f I''w 3.n. urban centers will have priorityfor the installitI. mln :ipans;on or modernization of those
already existinig: 

SG'ande Sao Paulo 
2. Gr :nle Rio de Janeiro 

3. he IJc 

;1 . Rel- fl()-JIzonI:e 

5. -,;., dc, r 

6. P r!, Alegre 
Y. !or t', 'eZa 

13) Small Wholesale Markets 

The small wholesale markets have the same function aslarge markets, being different only their degree of importance
and size in the dotermination of investment priorities.
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Small wholesale markets are designed for ciies which
have more than 100.000 and lessf than inhabitants, according

to the k960 census. These investments will have a lesser

federal participation and greater participation by local
 
government.
 

Table 96 lists the centers according to population in
 
the 1960 census.
 

TABLE 96
 

Urban centers with more than 100 thousand inhabitants
 
per small wholesale markets
 

CITIES Population 
County

Population 
Charac-
teristics 

Average
annual 

growth 
rate 

Natal 
 154 276 
 162 537 T 5,1
 
Manaus 
 154 040 
 175 343 T 4,8
 
Macei6 
 153 305 
 170 134 T 3,4
 
Joio Pessoa 135 820 155 117 
 T 2,8
 
Sao Luis !24 606 
 159 628 T 4,3
 
Aracaju 1',2 516 
 115 713 T 3,9
 
Terezina 
 100 006 
 144 799 T 3,8
 

The small wholesale markets should be designed with adual purpose, that Is, to attend local consumption needs and
 
to expedite shipping to other centers.
 

The resources neces;ary for the installation of these
markets is calculated by tt.e 
capital coefficient of NCr$120
 
per square meter of land area 
(at 1968 prices) and the FAO
coefficient of 

It 

100 square meters for each thousand inhabitants,

is evident that the volume of work and the differing degrees
of needs among the various cities requires a long run program.
 

C) Regional Assembly Markets
 

Assembly markets will be installed in the principal marketing centers in the interior which are located close to the areas
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of production. 
Taking into account that in the first phase
these assembly markets will function mostly as distribution
centers for cereals and dry goods installation cost will
not be very high.
 

In order to implement these investments studies and research projects on the peculiarities of these principal interior marketing centers are necessary. These studies should
take into account the problems of implementation of each project, the regulation of operations and the institutionaliz
ation of these markets.
 

The marketing of the principal agricultural products presents special characteristics according to
considered and the region in question. 
the productive
 

Peanuts, for example,
are in general sold by the producers directly to the edible
oil industry. Another small part of 
peanut production goes
to consumption by normal commercial channels, and a type
specially selected by 
hand is exported. Wheat Is sold ontirely to 
the Dank of Brazil. Soybeans are sold directly
to the edible oil industries and exporters.
 

Rice, corn and beans, have several marketing characteristicsin common. Regional marketing patterns are determinedflow of these products to nearby 
by the 

centers where thephase large lots of in firstthc regional production are assembled.These interior convergence centers may not be the most important local urban center, but nevertheless are characteristically a commercial center where a large volume of a particularcrop is aggregated, at times 
even coming from someal. prodction area,. The 
other region

mar) 2ting and distributionof three crops, rico, patternscorn ar,d beans,

tisfactory, sufforiinrj nunmerou:v 

are in general not sa
inefficiencies 

integration and a lack ofamong the) vartis regional markets. 

The institutionallization of assembly marketsattend to local will thusneeds1 and offer special services to the ruralbusincrs in these mnrk-ting Thecenters. choice of the exactlocation of the investment will guarantee minimummalnt,nance costs which turn 
rate ofin will as:ure satisfactoryreturn for the services rendered.
 

The processing and packaging 1;ervices tothese assembly markets have not 
be rendered bypreviously existed, and significant economies of scale 
can be achieved by offering theseservices to a large number of producers and commercial nurn*a 
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Presidential Decree N? 65.750 - November 26, 1969 

Creates the Executive Group for the Modernization of the Food Supply System

and other requirements.
 

The President of the Republic, using his power in conformity with Art. 81iD
item III and V, of the Constitution,
 

CONSIDERING the necessity to accelerate the executive measures to modernize
the food supply system in the principal urban centers, in accordance with

the priority established by Governmental Program;
 

CON3IDERING the necessity to adequately coordinatL the conutruction programof Wholesale Centers and Termirnl Marketd Program in the principal demogrpphio
concentrations; 

CONSIDERING the necessity to study the complementary mans of executing this
 program, in regard to the work of grading and classification# of market

information and the financial stimulus for the installation of supermarkets

and systems of self-service stores;
 

CONSIDERING the necessity to study the financial resources to support themodernization of the food supply system, from internal and external origin; 

COi'SIDERING the necessity to coordinate the participation of the States andMunicipalities in the execution of the program decrees: 

Arta 1? 
 Creates the Modernization of the Food Supply System Groupp with the
purpose to study, propose and when in it competence, adopt all arrangements 
necessary to implement the program of construction of the Wholesale Centers
 

Minister of Agriculture and will have members 

and Terminal Markets, and take other measures necessary to modernize the food 
supply system. 

Arto 29 The Executive Group, referred to in Art. 19p will be presided by the 
as a representative from theMinistries of Agriculture, Finance, Industry and Comerce, and Planning, thelatter acting as the Executive Secretary, as well as the National Confederation 

of Commerce*
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§19 Technicians from other administrative sectors directly
indirectly connected vith the progran will participaUe
the work of the Executive Group# when called. 

or 
In 

§29 The Group will use administrative and technical support
from federal organs linked to food supplty. 

Art, 39 The representatives of the various organs will be Indicate."tothe Ministry of Agriculture within one week after the publication of M
 
present Decree.
 

Art. 49 The present Decree will 
be In full force and effect an the &toof its publioation, all dispositions to the contrary revoked. 

Brasilia, November 26, 1969 

1i89 of Independence and 819 of Republie
 

Signed
 

Emilio G* Medici 
AntOnio Delfin Netto 
L, F. Cirne Lim 
Fabio Riodi Tassuda 
Joio Paulo don Reis Velloso 
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Decree of January l3o 1970 

The Minister of Agricultureo in the use of his powers 

CON3IDERING the necessity to accelerate the establishment of Wholesale
Centers and Terminal Markets, in accordance with the basic recommendatic"of His Excellency the President of the Republic; 

CONSIDERING that the Brazilian Food Supply Company - COBAL - in the termof its statutes (items V and VI, Art. 59) Is charged with the task ofstimulating the construction of tnose installations necessary for theimprovement of the national food supply system, and having the right toparticipate in the respective capitalization, resolves:
 

N9 12 - Charges Dr. Rubens Joad de Castro Albuquerque, PresidentBrazilian Food Supply Company of the 
m COBAL a to, in coordination with therepresentatives of the Ministry of Planning asDrs. Mauricio, Rangel andAntonio Martins 'Chaves, in the Modernization of the Food Supply SystemGroup (GEMAB), created by Decree N9 65.750, of November 26, 1969, to taleall the necessary .. angements for the effective establishment of theprogram, advising the referenced Group of all the measures taketh 

Signed 

I* F. Cirne Lima 
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MINISTRY OF AGRICLTUR 

OFFICE OF THE MINISTER 

Regulation of March 17, 1970 

;,The Minister of Agriculture, ucing his legal powers and in view of thedispositions of Decree No. 65,750, of November 26, 1969: 
No. 131 - Set forth the regulations of the Executive Group for the Modernization 
of the Food Supply System.
 

Art. 1 - The main purpose of the Executive Group for the Modernization of theFood ,upply - GEMAB, will be as follows: 

:.; To coordinate the program of implementation of wholesale centers and

terminal markets;
 

b) To approve the economic feasibility studies for the construction or
expansion of the wholesale centers and terminal markets;
 

c) To recommend to the Brazilian Food Supply Company - COBAL and to the
National Economic Development Bank -
BNDE, the concession of a shareholder
participation and financing, referred to in Articles ist, 2nd and 3rdp and
respective paragraphs of Decree No. 66,532 of March 17, 1970;
 

d) To recommend the executive measures necessary for the implementation of the
construction program for the establishment of wholesale centers and terminal
markets in the principal urbnn centers, in accordance with the priority set
forth by the Government Program; 

e) To study and coordinate the complementary means necessary to execute this
program, with respect to the works of grading and classification of food
products of vetetal or onimnl origin, of marketing research and of financial
assistance for the instnllation of supermarkets and self-service stores;
 

f) To ellaborate studies and projects lending to the obtaining of financial
resources, internal and external, to attend to the National Program ofModernization of the Supply System;
 

g) To provide technical assistance to the states and municipalities in the
preparation of technical, economical feasibility studies for the wholesale
centers and terminal markets;
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h) To stimulate the completion of studies and research leading toward the
Modernization of the Supply System and to provide for the formation an#
 
training of technicians in food marketing;
 

1) To cooperate with the Brazilian Food Supply Company - COBAL, in the
fulfillment of its objective, mainly that which deals with items III and VI 
of Article 5th of its Statutes;
 

j) To suggest the adoption of necessary means for the modernization of the
 
supply system.
 

Art. 2 - The Executive Group for the Modernization of the Supply Systlem -
GEFMAB, consists of the Minister of Agriculture as Chairman, the President of
COBAL as representative of the Ministry of AgricUlture, and the Vice-President
 
who will act as Chairman in the absence of the President, as well as
 
representative of the Ministries of Planning, Finance, Industry and Copmerce

and the Confcderao Nncional do Comdrcio.
 

§ 1 - GEMAB executive functions stated in Art. 1 will be fulfilled in close
collaboration with the BNDE and the President of GEMAB will request the
 
appointment of BNDE technicians for this purpose.
 

-
§ 2 The members of GEMAB, referred to in the begining of this Articlewill be indicated by the respective ministries and the Confederaq o Nacional 
do Com6rcio, to the Minister of Agriculture which will designate them by
 
this Portaria.
 

Art. 3 - The Executive Secretariat of GEMAB will be constituted by an Executive
 
Secretary and of a Vice-Executive Secretary both indicated by the Ministry of
 
Planning and General Coordination.
 

Art. 4 - GE4AB will have in its internal organization a Board of Directors
subordinated directly to the President, the Executive Secretariat and a
 
Technical Advi sory Board.
 

Art. 5 -
It shall fall to the President of the Group or, by his delegation, to
the Executive Secretariat to represent GIMA 
 before any public or private'
agency, communicating the resuli; to the Board of Directors. 

Art. 6 - The Board of Directors by order of the President will meet every two
weeks in ordinary sessions or at any time in extraordinnry sessions to: 

I 
- Fix general criteria and establish norms for its application with,the
objective of creating ideal conditions to make concrete the plans of the 
Federal Government with regard to the Supply Sector; 

II -
Establish norms with regard to presentation and analysis of projects

for the construction of wholesale centers and terminal markets leading to
 
adoption of standards - under architectural, operational and administrative
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anpecto, with a view to racionalizing and reducing the costs.
 

III - Grant the projects and studies presented to GEMAD, recommending the 
concession of priorities having in view the urgency and nature taking into 
consideration the available resources; 

IV - Approve the projects and studies which the previous item deals with.
 

Art. 7 - The decisions of the Board of Directors will be taken by absolute 
majority of its members attributing to the President the deciding vote. 

Art. 8 - The President of GEMAB will be authorized to: 

I - Call into session and preside the Board of Directors; 

II - Create upon previous adVise of the Board of Directors, subcommissions. 
and work groups which will be necessary; 

III - Accept and promote the collaboration of public and private institutiong 
with intete-t in the works of GEMAB, entering into necessary agreemente; 

IV - Represent GEMAB before any public and private institutions; 

V - Practice all the scts that are necessary for the true execution of the 

objectives of GE14AB; 

VI - To delcgatc attributions, in all or in part. 

Art. 9 - The Executive Secretary will be authorized to: 

I - Coordinate the activities of GEMAB; 

II , Maintain the documents, end books of GEMAB including that of meetings 
and acts; 

III - Execute whatever other duties determined by the Presidency; 

Art. 10 - The Technical Advisory Orgin will connIst of the technical assessment 
the Executlvc .ccretnry.of the Board, the Presidency and 

Art. 11 - CORAL, in whose offices GEMAB will be located, will provide the 
technical, administrative and financial assistance necessary for the operation
 
of the program including personnel and materials.
 

Art. 12 - The Board will solve unforseen cases and establish the orientation 
to be followed. 
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The Minister of Agriculture# in the use of hia powers:
 
Considering the disposition of Article 3 of Decree 
 No. 65.750 of 26 November 
1969;
 

Considering the disposition of Ministerial Decree No. 12 of 13 January 1970;
 

Considering the disposition of Ministerial Decree No. 131 which approved to
 
Internal Regulations of GEMAB, resolves:
 
No. 132 -
 Designate for members of GEMAB, which was instituted by Decree No. 65,750 
of 26 November 1969, the following persons: 
a) Dr. Rubens Jos6 do Castro Albuquerque, as primary and Dr. PedroMorcllato Filho, alternate, respectively, representing the Ministry of Agriculture; 

b) Dr. Mauricio Rngel Reis, 
as primary end Dr. Antonio Martins Chaves,
respectively, as representatives of th- Ministry of Planning;
 

c) Dr. Persio de Carvalho Junqueira as primary and Dr. Cyro Freire Cury
as alternate, 2'espcctively, as representatives of the Ministry of Finance;
 

d) Col. Luciano Guimarles de Souza Leio, as representative of the
 
Confcderaqo Nocional do Comdrcio;
 

2. Attribute to Dr. Mauriclo Reis and to Dr. Antonio Martins Chaves,
rcp-'.sentn, vcr of the Ministry of Planning, the functions of ExecutiveSecretary and Assistant Executive Secretary, respectively, observing the
dispos ition ir Art. 3 of the Internal Regulation of GFMAB. 

The Miiister of Agriculture, in the use of his legal powers and, 

Corn idei ing that COBAL, a Public Federal C,)mpany created by Law No. 6 of26 ,Septcmber 1962 has as it. end the execution of Government plans and programs
related to Food Supply; 

Conridering that COBAL is related to the Ministry oi" Agriculture having iftimate
relations between the two entiWes; 

Considering that the Director President of COBAL, Dr. Rubens Josd de CastroAlbuquerque, was indicated by Ministerial Decree No. 132 for GEMAB, in, thequality of the representative of the Mini-try of Agriculture; 

Considering the principles of decentralization and delegation recommended:by
Dacre Law No. O00 of 25 February 1967j 
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Considering the disposition of Ministerial Decree No. 689 which approved
the Internal Regulation of GEWAB created by Decree No. 6 ,75o of 
November 1969, resolves: 

No. 133 - To delegate to Dr. Rubens Jost de Castro Albuquerque, President
of COBAL and representative of the Ministry of Agriculture In Gl the 
powers conceded by Articles 2 and its paragraphs and articles 5, 6s 7 and 8
of the above cited Internal Regulations of GENAG, approved by nmIsterial 
Decree No. 131 of 17 March 1970. 
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Regulates the operating procedures of financing to the system of whaweseUU 
centers and provides other prcrvisions.
 

The Presldcnt of the Republic, using his power in conformity with Art. 81# 
Item III, of the Constitution and considering the necessity to accelerate 
the execution of the Governmental Program to modernize the food supply

national systems, decrees: 

Art. 19 The Brazilian Food Supply Company - COBAL a in accordance with 
items III to VI, Art. 5? of its statutesp will participate in the capital
of the public enterprises or mixed eoouomy companies, in the regional, state 
or municipal -phere, existing or to be created, with the objective to 
supervise the Wholesale Centers or Terminal Markets, to support the program
of construction or expansion, within the norms established by the Executise
 
Group for the Modernization of Food Supply System - GEMAB, created by

Decree N9 65.750, November 26, 1969. 

Sole Paragraph - The participation referred to in this article will not
 
exceed 30% (thirty percent) of the total investment of 
each project. 

Art. 29 The Brazilian Food Supply Company - COBAL - is authorized to 
contract from the National Economic Development Bank - BND, - loans to 
support its financial participation in the construction or expansion of 
Wholesale Centers or Tcrmlnal Mrlkts, through apprc,riate guaranteea. 

Art. 9 Th,! particiption of COP-4L, wi~hin the limits indicated in Art. 19
vlli be defined in the Wholcra.e Center and Terminal Market projects anallyzed
by GEMIJ, with the p,rticipation of the BNDE, through criteria oit.ablinhed 
in the agreement to be signed between the Bank and COBAL. 

Art, 4? In.epc.ndcntly from the determinations act forth in the anterior 
articles, the BUD]; -will gi-'rit the entities mentioned in Arta -19 financing 
not to excee d 40'j (forty percent) of total investmrnt, under conditions 
which take !nto account the type of ench project, and in compliance with, the 
law3 and regulations that govern Itt finincial aeivitles 

Art. 59 The Modernization Group of thc Food u),ply System will examine# 
together with the Supcrltendcncy for the wevojrient of the Northeast, 
(SUDklE),, through CAVEAp a more udeqate fOnancial achers- for the cons
truction of the Wboleuale Centcr: an * Terminal Markets in the areas of 
competence of that regiona! organizatloi
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Art. 69 The Executive Group of Modernization of the Food Supply ysteN
created by Decree N? 65.750, of November 26, 1969, will be in charge of 
the conclusive analysis of the projects of Wholesale Centers and Tessiod 
Harkatsp togetber with the EUDE technicians taking all steps to &sose 
a perxect coordination among the units to be construoted in order to 
achieve a maximum efficiency and ration&lity. 

Art. 79 The present decree will be in full force and effect on the dt. 
of its publication# all dispositions to the contrary are revoked. 

Brasilia, March 17, 1970 

1J97 of Independence and 829 of Republic 

Signed
 

Emilio Go Medici 
AntSnio Delfim Netto 
1. F. Cirne Lima 
Joao Paulo dos Rei Velloso 
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Terms of the Accord approved by the Ministers of Planning, Agriculturep the, 

BNDE, and CORAL.
 

FIR.'ST CLAUSE 

in carrying out that which wan ordered in the Federal Decree N9 66.3320of March 17, 1970, BNDE will grant CORAL the necessary financing for the
financial participation of thin Governmental Enterprise in the capital of
the companies, the existing ones and others to be created, with the object ofmanaging the Food Market Centers or Terminal Markets which were created inaccordance with the Decree Nos. 65. 750 and 66.352, of November 26, 1969 andMarch 17, 1970, respectively, in the total amount of Cr$100,0000, OO 
(Cr$lO0 million).
 

SECOND CLAUSE 

The financing to COBAL to be granted by BNDE will be under the following

conditions:
 

a. Interest: h% poa.

b.' Monetary Correction: 
according to indexes and basis established by


the 	National Treasury.
 
c. The amortization and grace period not exceeding 20 years, including


the grace period, will vary with the characteristics of the project.
 

THIRD CLAUSE 

The participation of CORAL, in the Capital of the Companies mentionedin
the First Clause of this agreement, will be subject to prior approval of the
feasibility study of each project by GFMAB 
- assisted by technicians Indicated
by 	BNDE  which, among other things include the following:
 

a. 	 Inclusion of thn elenents of information required by BNDE, in order 
to simplify the technical information in the 	field of BIfDE, allowingits prompt submission of this organization with the power to decide.
b. 	 approval of the .nterestcd governments that the chnttles and the


.properties of the Enterprises be mortgaged or pledged 
 to BNDE,
including grAnting shareholder participiti-n to CORAL;c. approval of the interested governnentn In ruaranteping, independently
of rctaining, subsidlzng, the 	re-sources of the pirtitipatlon fund ofthe 	 staites and municlpi.Litlei by which the interested governments will 
represent an .ntervening-Vuarantor In each financing contract;
d. 	approval of Tribunal de Contan 'a Unlaio F'edorel rc;,ard1ng the regularityof 	payment of 	the bills of the Interested states and' municipalities; in
conformity with Resolution 79/69 of that Tribunal, with the objective
of compromising the respective shares of the Participating Fund of the
 
state and municipalities.
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SOLE PARAGRAPI
 
The provisions of this contract will apply as applicable# to Food MIarket
 

Cnntern of the Northeast - CANESA.
 

FOURTH CIAUSE 

COBAL assumes the obligation, independently of what is stated in line b
of the Third Clause# above, to pledge the shares"that they will subscribe to
in each Company, and obligate, as way of payment, the funds to be included inthe Federal Budget, relative to the Ministry of Agriculturep according to the
terms of Ministerial Note N? 223, July 4, 1970, from the Ministers of Planning
and General Coordination and Agriculture, that become part of this agreement. 

This agreement enters into effect on this date.
 

Rio de Janeiro, September 18, 1970
 

SIGNED:
 

Joao Paulo dos Reis Velloso 
 Luiz Fernando Cirne Lima 
Minister of Plann~ng Minister of Agriculture 
Panco Nacional do Desenvolvjmento EconOmico - BNDE 

Jayme Magrassi de S( 
President 

Companhia Brasileira de Alimentos - COBAL
 

Rubens de Albuquerque
 
Presid6nt
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NDE Balance Sheets 
-


Assets 

Cash 1 
Curreri Assets 
Long Term Assets 
Accrued Income 
Fixed As.-cs 

T-:.L Assets 

Current Liabilities 
Long Term Liabilities 

Unearned Income 


Total Liabilities 

Capital 

Provision-Special Funds 

Capital and Reserves 


Total Capital 


Source: BNDE
 

1965 


17,228 

108,395 
278,453 

6 
3,409 

407,491 

59,204 
209,775 


1,863 


270,842 

1,207 

135,442 


136,649 


1966 

6,465 

170,443 
425,147 

48 
3,744 

605,847 

57,346 
232,368 

2,692 


292,406 


891 

312,550 


313,441 


US1$Thousands
 

'1967 

13,860 

169,922 
562,425 

2,493 
6,000 

754,700 

83,546 
215,655 

43,490 


342,691 


626 

411,383 


412,009 


1968 


23,207 

146,120 
555,208 

11,591 
5,868 

741,994 

76,453 
186,355 

22,112 


284,920 


1,198 

455,876 


457,07W, 


16'
 

23,022
 
132,270 
748,840 
16,437 
5,326 

925,895 

73,627 
204,428
 
15,021
 

293,076
 

907
 
631,912
 

632,819
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WIDE - ATIOIAL BANK FOR ECONcIC DEV1:10 EW 

BOURCE 	 orR .CTED AND AI'CATIOI uIns 
(INUs$ mIoLi) 

1970 1971 1972 1973 197h TOTAL 

PLM2lLa 1 &tC11 SNPiPA".6 	 1.so MA AMA 108011 
1. 	 tirLnce Available for Invest

,nt 12.0 5.1. 6.6 8.1 11.3 h.. 4 
2. 	 Fed#eral Hudget Support 93- 9 122.0 142. 1 135. 5 18 1 631 9 
,. 	 Monptary lcserve Allocation .127.9 150.8 193.4. 2hO.O 208.5 1,08.6 

Return on Bank's Operation 36.6 56.1s 63.6 71.9 80.5 309,0 
5. 	 Op ,rationm1 IlAance h3.5 45.6 .o.0 55.0 60.8 252.
6. 	 IHtccllnno :s 16.3 h. 4 4.3 4,7 4..7 311. 

1. 	Exr n Lona_. . 16.7 6 

AID 7th nnles PL- 180, 3.8 	 38
8th onica PL-i8 0.9 0.9 

Dinrk 0.3 0.3 
Continental Illinois C.3 0.3 
Ieanppiied revenue 
from foreign loana 15.5 16 5 15.2 k7.2 

2. 	 Lonn under Iegotlation 36.5 16.4 
Ie 11,8 11,8 23.6 
KW1 3.0 5.8 7.6 
EXT1l11XIK ,9 .8 L7 
AID- J'rketa i. 0 .0 50 11.O 
AID- Jbir1 Roadr.' h.0 8.0 8.3 -3 2.9 

3. Lo-,n' to bz negotinted 	 35.2 35.2P 70.h 

TOTAL PUT,, AVAITADL. 	 360.8 33.6 50.9 563.7 622.7 2,4917 

R. ^APPJ_,.C,T:Lg 
L Mi:t "Ici-vi~ct 	 4.3 5.7 &0 6. P 7.9 0.1I 
2 * Hitn t,--i Caflh Re ncirye 5. 14 66 8,1 1-1-3 15,5 6. 9 
3. 	 Applil inn of free renource 

a. 	 Txnld in'h'ntrien 123.9 175.14 205.9 230.0 258.5 994.5 
b. 1,,. nzii4u4 ?!ln.,r,. reacarch 0.2 160 19.0 22.0 23.9 89.9 
c, 	A'.ri*-i)tvre, cattle raling
 

Food, production nnd dintri-

Inition ry.-itv;-3 (AID Ag.
 
rer1t-tn ) 23.7 P5. 1 30.0 314.8 32.14 116,o


d. 	 i libc Services - povor,
 
tr.-i-:port.-tion nnd tole
cn.onunlcationm (AID Rltral
 

xd3 ) 	 99.8 95.5 97. 5 IUn. 1 115.0 515.9 
h. Icirl Prograns 

P5. 5;-o 61. (41.1 76.3 W. 6 
4U.W3P 5.0 6.o (,0 20.O4.0 5.11 

flhill) -lo 2.7 4.7 I. 7 5. 1 5.8 25.0 
m:nnr.c o.6 io.6 1o.6 n.9 13.2 I6,0 
IA1A 18.0 .10.8 30. 5 341.1 38.1 10-3TUIGJJ0 	 16. 16.4 23.4 P6. 2 29.3 IL 7 

TO AL )D APrLIcA'IOLI 	 368.0 133.6 50. 9 563. 7 622.7 2. 191. ' 

] 	 PL-t0 ,.onlen fron th- 8th wheat eales r(recr-nt prtqgrnrn-.d for nirnl rnaln (1970) 
Plrnuind cxpondlture 
to $25s.0 tnllon 
M/ 	 of $L1 million in 1975 tncreaca tbh AID Rural Romd loan value 
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FOOTNOTFZ TO THE 	 PROJECTED SOURCE AND APPLICATION OF
 
FUNDS STATEMENT
 

The 	projections for the first three years (1970-1972) of the five year

projection were made by the BNDE on the basis on their three year plan.
The 	projections for 1973-1974 were based on the BNDE's estimates of their
 
sources and application of funds during those years. 
The 	sources of
 
BNDE funds are: 

1) Monetary Reserve Allocation which represents 95, of the
 
proceeds of the Financial Operations tax collected by the
 
Central Bank of Brazil. The proceeds from the Financial
 
Operations tax, which is imposed on all financial trans
actions, are deposited in the Central Bank and constitute
 
the Monetary Reserve of the Republic. Of this amount, 5%
 
-is appprtioned to the Central Bank and 95% is 
 transferred
 
to the BI'DE upon 	approval by the Ministry of Planning of 
the 	BNDE's Annual Investment Budget.
 

2) 	Federal Budgt Support. If the Monetary Reserve Allocation'
 
is insufficient to meet the requirements of the BNDE's
 
Annual Inv:stment Budget as approved by the Ministry of 
Planning, the balance required is included in the annual 
federal budget.
 

3) 	Proceeds from pnst lending operations are broken into two
 
categories: 

a) 	 "Operat lonl.ilol.ance" represents the receipts from 
interest, fees, nnd penalty payments less the expenses
 
incurred for operations. 

b) "Return on Banks. Operations" represents the gross
receipts of thc BrfDE from loans granted minus payments 
made by the bank 	on behalf of a borrower for whom the
 
bank is guarantor. 

4) 	 Balance Available for Invenl;mcnt reprerents the minimum
 
cash reserve of' the prior year.
 

5) 	Miscellaneous Receipts are all other cash receipts not other
wise identified v.ato cource. 

6) 	Foreign Loans  on the projected source and application
 
statement, the estimated drawdowns of present loans 
 are
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shown, as well as pending loans with reasonable proapects of being signed.
For 1973 and 1974 the bank estimates that foreign loans to the bank
approximate the 70-72 levels. 
Will
 

a) 	Resources from existing foreign loans to the BNDE to be disbursed

during 1970 include:
 

1. IDB - US!9.6 million (iMrthO.7 million) of which Ncr.1U.6 million
will go to MNEiWSP for financing of technical feasibility studies
and 	the remaining to FIPFME (loans to small and medium sized
 
enterprises).
 

2. 	Kreditanstalt fUr Wiederanfban  US*8.2 million all 
of which

will go to FIPEME. 

5. 	 A.I.D. - NCr I5.5 million (USt3.8 million) from theVII 	Wheat Agreement (PL 480) for rural roads (NCr.I8.O million)
agricultural supply centers (NCr7.2 million) and milk plants(1IrAO.53 million) iW.r -. O million (UStO.9 million) fromVIII Wheat Agreement (PL i80) for ruralroads. 

4. 	Danish government loan 
-
UStS.3 million for industrial credit.
 

5. 	 Continental Bank of Illinois - USES.O million for FUNT. 

b) Foreign loans under negotiations are: 

1. Kreditanstalt ffur Wiedernnfbarj
 
Amount: D427, V3h,O00.O0

Terms: 30 years with 7 years grace period
Purpose: Capital goods import
Degree of Firmness: 100% Pending signature of agreement 

between Brazil and 	Germany. 

2. 	 Interamerican Leve7.-onm,-wnt Bank
 
Amount: US: 22, 000,O00.00

Terms: .5 years wlh 3 yenrs rrnee periodPurpose: Capital goods import and attendant local currency 

costs
 
Degree of Firmness: 
 This will be the 4th similar loan
 

to be signed with IDB. 
BNDE foresees
 
no problem. 

http:000,O00.00
http:V3h,O00.O0
http:1IrAO.53
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3) Export Import nank of the United States
 
Amount: US+1,500,00.O0
 
Terms: 
 6 years with 1 year grace period
Purpose: For additional capitalization of FIPEME


and for import of capital goodsDegree of Firmness: Loan Agreement ready to be signed.
 

Applications:
 

A) Debt Service - Interest and Principal due on foreign loans
 
B) Minimum Cash Reserve  7.he mdnimum cash reserve estimatedto be required'by the PNDE to meet contingencies known oranticipated during the year. 
For example, under the Rural
Road program iuitiated in 1968, the bank has signed loan
agreements in the amount of NCr.tlOJ,077,O0O. However, thebank has established a gross contingency of IMrf4,000.O0to meet overrun cost which, if Justified by the project, the
bank may 
 close to finance on a 60% basis.
 

C) The remainin- 'applications relate to program sectors and
special fund programs of the BNDE. 

http:IMrf4,000.O0
http:US+1,500,00.O0
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BANCO NACIONAL DO DESENVOLVIMENTO ECONOMICO - (DWD) 

Operating Statements - 1968 and 1969 
(us$ housands). 

Current Operating Income 1968 
 1969
 

Interest Earned 
 $10,992 $16,212
Late Payment Interest 
 982 299
Operating Commission 
 703 1,212
Inspection Fee 
 1,468 2,259
Conimitment Fee 98 161
Guarantor's Fee 
 52 380
Service Charges 
 193 148
Miscellnneoi~a Fund Income 28 607
Miscellaneous Loans Income 
 267 125
BNDE/Central Bank Agreement 
 17,037 626
Monetary Correction Earned 
 - 17,037 

Non Crrent Income 

Interest Earned -
Deposits and Securities 595 
 147
Divi-,'endn 
and Real Estate Income 
 1,161 142
Other Income 
 9,724 312
 

Total Income 
 43.300 22,631
 

Current Oinerntin Ex2pen s, 

Salaries 1,960 3,211
Sunplie, 
 24 23
Contracttinl Services 
 530

Economic Recq, ipment Fuind Expenses 

201 
630 371
Fipece, Flinderpro and FPutec Expenses 2,497 1,894


Interent Expenses 8 6Interest on Borrowed Money 
 530 970
Depreciation 
 151 

Other Current Operating Expenses 

194.
 
633 775
 

Total Expenses 
 6,963 7,645
 

Net Profit 
 36,337 14,98
 

Net Additions to Capital 
 ,317 (14,986) 
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BDE Approved Ftnuncial Assstance for 1960-G9 IJs$ Th a 

Year Direct 
Anitatntt 

Provision of 
Guarantee 

Total 

1960 

1961 

1962 

196" 

,)64 

1965 

1966 

1967 

1968 

1%9r9 

94,025 

116,934 

79,270 

76,167 

94,610 

206,882 

222,931 

245,667 

260,629 

310,067 

50,169 

62,P36 

67,533 

10,755 

2,481 

55,423 

449268 

44,442 

89,666 

111.821 

144,194 

179,770 

146,803: 

86,922 

97,091 

262o305 

267,199 

290,109 

350,295 

421,888, 
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BNDE--* ORGANIZATIONq C0&8 

TOP ADMINISTRATIro 

ADST ATIVZ COMC11 

-BOARD OF DIRECTORS 

[DIRECTOR-SUPERIHTENDENrZ 

ADMINISTA ECNMIc FINANCIAL RESOURCES LEGAL ~ I SPECIALTIVE DEPART ,AT DEPARlhENr I'ARTETI PARlNT OPERATIONS 

Table I 	 ORGA tION CHARTO 07T 
DEPARTHENT OF OPERATIONS 

ASESORASjESO 
 ASSESS OR 
-J 

UNIT I 	 ITi ] U 

CHIEF 
UNIT I - Electric Power, Transport, 

" Analysi C roi Telecovmmunicationp. etc. 
Division Division UNIT It Chemical IndustrI. Agricultue-


UNIT III - Mining# Steel ludustryg
 
Hechafticai 	 Ilduatyo etc. 
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LS-21017
 
R-XX/R-XXXIV 
Portuguese
 

SUPPLY CENTER OF . . . . . . ...
 

BYLAWS 

Chapter I 

Name, headquarters, purpose, and duration 

Article 1. The Supply Center of . . . .. . . . is a mixed-economy 

company governed by legislation currently in force and by these bylaws. 

Single paragraph. Thc Company shall be an integral part of the
 

System of Supply Centers 
 under the program established by the Federal 

Government.
 

Article 2. The Company shall have its headquarters and legal domi

cile in the city of .... ........ , capital of the State of . . .
 . . . .
 

and it may ret up and maintain branches, agencies, and representatives
 

wherever it sees fit.
 

Article 3. The purpose of 
 the Company shall be to

a. 
Construct, install, operate, and administer, in this capital
 

city and elsewhere in the State, Supply Centers designed to function as
 

a polarizing and coordinating center for supplies of foodstuffs and
 

as an incentive to agricultural production;
 

b. Particip3te in sunply r. ns and programs coordinated by the 

Federal Government, and at the same 
time promote and facilitate trade
 

with uther Supply Centers;
 

c. Sign ag,,reements, contracts, or other types of trade arrqngements 

with natural or juristic persons, public or private, .Lational or foreign,
 

in order to facilitate and/or participate in activities Intended to improve
 

the ,upply of agricultural products;
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d. Promote special or systematic technical-economic studies for 
the purpose of providing the groundwork for the improvement and moderniza. 

tion of marketing processes and methods pertaining to supplies of foodstuffs. 

Article 4. 
 The life of 
the Company shall be indefinite.
 

Chapter Ii 

Corporate capital 

Article 5. 
The capital of the Cor::pany shall be . . . . .. . . a ne,
 

cruzeiros, divided into ........ 
 .. ordinary registered shares having a
 

nominal value of one. new 
 cruzeiro.
 

,.rticle 6. 
 The subscription and composition of the corporate capital 

shall be carried ut as follows:
 

- -Federai Govcirnment, through the 
Companhia Brasileira do
i.litrr-os (COPAL) /Trazilian Food Compani 

- State Governnent 

M- CowrnmentIunicipal 

,-Uers o. thc Center
 

(NGTE: The coT,1;o5itIon of the corporate capital 
shall be studied 

according 
to each specific project.)
 

tpter Ill 

Administration
 

Article 7. 
The Company shall be administered by i Board of
 

Directors composed of fovr members, to wit: 
One Director who shall be
 

Chairman, a Financial Director, a Technical Director, and an Administrative
 

Director, to be elected by the General Assembly.
 

(1) The Directors must be persons of recognized technical and 

administrative ability. 

(2) The Financial Director shall be nominated by the Federal Govern

ment throuh the COBAL. 
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-3

persons of superior level and known experience in Agricult1r31 .arketin,. 

(4) The term of office of the Directors shall be four years, extend

ing from the date of the General Assembly that elects them to 
the date of
 

election of the 
next Board of Directors; they may be re-elected as provided
 

by law. 

(5) Each Dirertor, or someone acting for him, shall give a 
liability
 

bond, in the form of 
200 shares in the Company. When such bond has been
 

provided, the Director 
shall take office, signing a statement to that effect, to
 

be recorded in the 
book of Minutes of the Meetings of the Board of Directors.
 

(0) The Directors shall receive 
the monthly fees determined for them
 

by the General Assembly according to legal provisioais.
 

(7) The Board of Directors must meet once a month and otherwise whenever
 

necessary; decisions shall be 
taken by a majority vote, and in 
case of a tie
 

the Chairman shall cast 
the deciding vote in addition to his regular vote.
 

(8) A Director who fails 
to perform his duties for more 
than 30 consecutive
 

days without the consent of 
the Board shall lose his post.
 

(9) In case of the absence or disability of the Chairman, he shall be
 

replaced by the Financial Director, and the other Directors may replace each
 

other, according to provisions made 
 by the Board, each carrying out his duties 

cumulatively.
 

(IH) In case of 
a vacancy, a temporary substitute shall be chosen by
 

the Board of Directors and he shall hold office until 
the date of the first
 

General Assembly thereafter, which must be convened in no more than 30 days and
 

which shall elect the permanent substitute to complete the term of 
the former
 

member.
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Chapter IV 

Powers and duties 

Article 8. The Board of Directors shall have the following powers 

and duties: 

a. To manage the Company and set 
the guidelines for achievement of
 

its goals;
 

b. To enforce and cause 
tn be enforced legislation, the Company's
 

bylaws, its internal rules and regulations, and the decisions of the General 

Assemblyg
 

c. 
To authorize the conclusion of agreements contracts, and arrange

ments with natural or 
juristic persons, public or private, national or
 

foreign, relating to attainment of the Company's purposes; 

d. To authorize the purchase or encumbrance of movable goods and the
 

alienation of such goods as become unnecessary, and, with respect to
 

immovable properties, complying with the decisions of the General Assembly; 

e. 
To organize the internal rules and regulations of the Company;
 

f. To submit to the Regular General Assembly a report on the fiscal
 

year and an annual bal oce sheet;
 

g. To convene the General Assemblies;
 

h. To authoriz,: the creation of positions or services; to appoint,
 

suspend, and dismiss 
employees, determining their classifications, and
 

setting their wazes, salaries, and bonuses, on the proposal of 
the
 

Directors;
 

J
i. To authorize t.hcestiblishment or the elimination of branches,
 

agencies, or representarlves;
 

J. To decide on rocr~ations which, although not profitable, are 

necessary to meet the u iL r :,,rtg of the ,u1 ,; 

k. To control and decide on all business affairs of the Company,
 

whatever their nature maty be, with powers to cot,.promise and to withdraw. 

Single piragraph. 
 The item referring to personnel expenses, including
 

social charges, shall not exceed . . . . % of operational receipts. (Note: 

This percentage shall be fixed eccording to 
the forecasts of initial receipts
 

and costs as shown in the 
tchnical and economic feasibility projects.)
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Article 9. 
In addition to other functions vested in the Directors at
 
meetings of the Board of Directors and recorded in the Minutes thereof,
 
they shall especially have the following duties:
 

I. The Chairman: 

a. 
To enforce and cause to be enforced legislation, the Company's

bylaws, its internal rules and regulations, and the decisions of the 
 General
 

Assembly and the Board of Directors; 

b. To supervise and coordinate all of the activities of the 
Company and its departments; 

c. To act as 
the Company's official representative in all ite
 
relations, either with the administrative authorities, or in or out of
 
the courts; 
to do this, he and the Financial Director may appoint proxies
 

or attorneys; 

d. To 
convene and preside over meetings of the board of Directors 

and the A'dvisory Council; 

e. To preside 
over the General assemblies;
 

f. To 5Lgn, with the Financial Lirector, contracts, arrangements, 
and agreements approved by the Board of Directors;
 

g. Traosmit 
to 
the Fiscal Council the inventory, balance sheet,
 
and administrative accounts, and submit to 
the General Assembly the report
 
approved by the Board of Directors and documentary Information pertaining
 

thereto.
 

II. The Financial 
Virector:
 

a. 
To guide ad direct the Company's financial management and
 

accounzing organization;
 

b. To be responsible for 
the safekeeping of the Company's
 

securities;
 

c. 
To organize the financial report for the fiscal year and pre
pare the annual balance sheet;
 

d. To exercise control 
nver the execution of 
the Company's works
 
according 
to the financial timetablet
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e. To submit to 
the Board of Directors at the end of each fiscal
 
year the Company's annual budget for the following year, based on the
 
plan of activities prepared by 
 the Technical and Administrative Directors.
 

III. The Technical Director:
 

a. To develop and present to the Board of Directors technical
 
and economic studies designed to give 
benefits and incentive to the pro
ducer and merchant and protection to the consumer;
 

b. To promote the study and regulation of the functioning of
 
the Company's markets and specialized facilities;
 

c. To plan and supervise programs for the execution of installa
tion and expansion projects, and 
the installation of equipment under the
 

Company's charge; 

d. To supervise the use of facilities belonging to the Company;
 

e. To supervise services for the maintenance of facilities and
 

equipment;
 

f. To submit to the Board of Directors at the end of each fiscal 
year the work plan of the Company's activities. 

IV. The Administrative Director:
 

a. To act as secretary at meetings of the Board of Directors and
 

to write the Minutes;
 

b. To direct the/business 
 and work of the secretariat;
 

c. To have custody of and be responsible for all the documents 
and books of the Company's secretariat;
 

d. To sign the s.atements of 
the opening and closing of the
 

Company's books;
 

e. To guide and 
s pervise the Company's personnel policy;
 

f. To guide and supervise the Company's customer records service;
 

g. To propose 
to the Board of Directors the hiring of services
 
for restaurants, snack bars, servico 
stiorgexhibits, shops, and packing; 

h. To supervise the general services of security, cleaning, and
 
accident and fire prevention. 
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Chapter V 

Fiscal Council
 

Article 10. 
 The Fiscal Council, with a one-year term of office
 
and with powers and duties determined by law, shall be composed of three
 
regular members and three alternates, the latter being convened, when
 
necessary, in the order in which they were designated by act of the
 

General Assembly which elects them.
 

(1) The Federal Governmeut, acting through COBAL, and the State
 
and Municipal Governments shall each appoint one member of 
the Fiscal
 

Council and that mem er's alternate.
 

(2) The regular members of the Fiscal Council and their alternates,
 
when acting, shall be entitled to remuneration for meetings which they
 
attend, which remuneration shall be fixed by the General Assembly that 

elects them.
 

(3) The Fiscal Council shall have the exclusive responsibility of
 
designating a firm of auditors 
to be hired, for the 
special purpose of
 
giving advice in the study and appraisal of the action of the Board of
 

Directors.
 

Chapter VI
 

General Assembly
 
Article 11. Fegular and 
 Special General Assemblies shall meet
 

in accordance with the 
1egl provisions. 

(1) The proceedings of all General Assemblies shall be presided over
 
by the Chairman of the Board of Directors and a shareholder, designated by
 

him, shall act as secretary.
 

(2) In order to participate in the General Assembly, the legal 
representatives of the shareholders must deposit at the Company's head
quarters documents attesting to their status as such; this may be done 
up to the 
eve of the day for which the Assembly has been called.
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Chapter VI! 

Advisory CcAuncil 

Article 12. 
 The Company shall have an Advisory Council, consisting
 

of the Chairman of the Compaay's Board of Directors and six additional
 
members, 
 who may or may not be shareholders, elected by the General Assembly 
at the same time the Directors are elected; 
two of them, however, must be 
selected from among the users who hold shares in the Company. 

(1) The members of the Advisory Council shall hold office for four 

years and they may be re-elected.
 

(2) The Chairman of 
the Company's Roard of Directors shall act as
 

UIusiman of the Advisory Council. 

(3) The powers and duties of the Advisory Council shall be:
 

a. To suppest measures to the Board of Directors aimed toward 
the best possible attairnuent of the Company's purposes;
 

b. 
To issue opinions on matters on which the Board of Directors
 

requests its views. 

(4) The Advisory Council shail meet when convened by its Chairman,
 

and at least four of 
its members must be presen-, to form a quorum.
 

(5) In case of a vacancy or 
the absence or disability of one of 
the
 
members of the 
Advisory Council, it shall 
devolve upon the other members to
 
name a substitute. in the case of a vacancy, the latter shall hold office
 
until the first meeting thereafter of 
 the General Assembly, which shall 
elect a permanent member 
to complete the 
term of office of the person whom
 

he reolaces.
 

Chater Vll 

Fiscal year
 

Atrticle 13. 
 The fiscal year shall begin on January 1 and ond on
 
December 31 of each year, at which ,ime the annual balance sheet shall be
 
prepared and a statement of profits and losses, showing amortizations and
 

continpencies authorized by law that were deemed advisable, and the
 
deduction of five percent for setting up the Legal Reserve Fund.
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Chapter IX
 

Distribution of profits
 

Article 14. From the net profits resulting in each fiscal year,
 

. percent shall be deducted for allocation to the Special Reserve 

Fund for Increase of Capital, and another . . . . percent for establishing 

the Special Reserve Fund for Expansion Purposes, legal limits and pro

visions being observed. The remainder shall be distributed among the 

shareholders as dividends, as decided by the General Assembly on the proposal 

of the Board of Directors and after hearing the opinion of the Fiscal 

Council, and duly observing the single paragraph of this article. 

Single paragraph. As a special advantage, employees shall be granted 

a bonus of up to not more than two months' salary as a share in the profits, 

follbwing approval of the balance sheet, provided it showed a positive
 

result of more than 2/12 of the annual average payroll as established in
 

the internal rules and regulations.
 

Chapter X 

Transicory provisions 

Article 15. Within 90 days of the establishment of the Company, the 

Board of Directors shall convene the General Assembly to consider the 

Company's internal rules and regulations. 

Single parazraph. The fiscal year that begins on the date of the 

Company's establishmtnt shall end on December 31, .. 
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TIE JARGE WHOLESALE MAJIKET BLUEPRINT 

The preliminary dcaign of CASAL-Salvador was used ns the basis for theproLotype of the large wholesale centers. There markets are almostentirely devoted to wholesaling and the primary emphasis in on the circu.lation of traffic and the parking and unloading of heavy vehicles. Forthese purposeso the market's internal. streets are wide, at times up to
thi rty-two metcrs. 

The fruit and vegetable scction lies to the right n.s one enters andcereals and dry goods section to the left, A supermarket, restaurant,
the 

exhi.,Jon lal and other commercial activities centrally located,are
adinrii;tration building cominds 

The 
a panoramic view of the whole marketo Therefri',raion and processing units are located at, th, far right cand, A
onc.way Internal transit scheme is recommended, although it requires 
 the;Lacrlfice of Immediate access to the cereal warehouses at the left. 

''ho (',imercl.al center would. have shops suchoffering non-food. Items antLexllcng Shocs, clothes, etc. and service and repii.r shops, Juch commercialactivitles and other Items such as the motel and exhibition hall are notIndespensiblc for the wholesale mirket oprationn, but are provided for thc

convenience 
 of the market users. 

THUEELA IL WJIOJ,'EXA!,U CMT.IEII B[flEPRINT 

IJheR111m.l hWholesale centcrn, in contrant to Lhe large,, place a grclterteintl)).l.1 on txade,, thist.etaflJ1. For rc!aion th,-,e 1a nrk,:nhould he more cc nr.1'.3 y ioriLnedth urban 'heIa-ln,are c Iplo a Itricl, i' Of !iC,'
nti,'.Lr are +.lie n',)rhlirr or rrorluiatod warehounesn which a] low wholcnnI r. 
 nnlC-.. irni oj' I d c me roof.to ra t i i r in ,1uch wareh _ur "Vould l ,r ,-,.h IeIyutli.1t Inn or wallsi and woul hou:,-e till -lyp(e, of prrodluct, frulit, v'rF.tbl, -:n,r,:' 1:i, dry fgodin and nnlm-l orIgIn produclts. 'IIo bil, p tit for ,31ch itm ,,in tl, w r.h(1u ll t)rt'i ie I nfc Im t y-ou i,,ie vr n.y-fiir n,-,lt c r,Foi ' of Ih'srn inodule r. Y-u ci hnlje nick bars n.nl rep t; ror,)r,, Th,, rcriemm"',
111VC' Pty riodltic, e c Ch hPiv onit,y-sevcn ,, t-e .r,

i 
r.i tn , 0 W')I bo. divdl'l .mAm,[nf.M i I afro c ienlu, dry fgoo,, Ill orIafl pro,u ni Jn 

s v!(.C.tab],, s l 
sow'! appropriate, propirtia. In th,h'' Ir.ehienoeeiA in one warchoune while circulatt.n, , 

1 r,,, a.l th-,r 

of 
in i3., ,',.n , a o,,1, On each l,the vnrfhouse are unloading platLforn: ['o tvi,; I.ro direct naceerri, toeach moditle° The walls of such modules iholAl bc ,acteieal or grids whichallow for ventilation, and they should be renovable ailoi ng. a retailer ofwholesaler more oneto rent than module and connolJidate thin spaIce into a 

singla are., 

http:Iyutli.1t
http:imercl.al
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The blueprints for both Type A and Type B markets provide for separate
entrances for trucks and consumers' vehicles. 
The trucin entrance bas acontrol center whore arriving trucks would register the typcs and quantitiesof merchandio arrivingo Thin control would aloow the market administratorsto monitor exibtbin invwntorlan and atooka, Thin oontra, .nrorijabln couldbe procenned through the market information system and thus avoid shortages
or excenive supply of produce at any one 
 center* 

This type of center would rcquire lesr 
provision for supporting activitica,
ouch no hotcln rentaurants, and l-ciaJ.ized shops which should be located 
fairly clone-by outside the market area.
 
Type - A wholesale Centera should be located in a city having a population 
between 2)4O000 and 500,000 inhabitants. 

With regard to the minimum required arean these arc distributed an follows:
 

Minimum area with provision for 2 
expansion of 30% 


0 ,o 0.O)O00 !o.40O.. m2
 

Initial area with buldng o. 22,500 m2
 

Occupied area ifter expansion ,.°., 28,000 m2
 

Modtiar warehou. aao . 13,300 m2
 

AdminLstraticin and
 
Control 2
.1,500 
 m


Cold-storage ....... 6. o.0000 1,500 m2
 

Wholenale warchouse *,ooo.e.svo, 2,!100 m2
 

Dunineon and nrervice -.t,..... 2
3,600 m

22,500 m 

Modular warchouac 3,300 m2 

Lu.-iinesn and nerv2i2co 1,200 ni?
 

Wholenale Warelj., 1,2C0 m2
 

2
 
5,700 m 

Type - 1 oupply Centern nhould be located .n a c tty havlng a poIlationfrom 170,000 to 24l0,000 inhabitanta and ohould b'tsically include the same 
types of atructureaG 



ANNEX V, Par,,,:- hO or 65 
EXHIBIT M, Pogo 3 of 8 

Minimum areas are an follows:
 

Minimum land area with provision for 2
expanzion of 3o . 88,000 m 
Initial area occupied with buildings .,.. 16,ooo 2
 

Occupied area after expannion asoo.,,9 21,700 m2
 

Moditlar ifarchnsen o..0o..o o..o, l0)000 m2
 

Administration and control 8o,,.,,, 19200 m2
 
Cold storage ..ooo.. o...*...,.,o0 1,200 m2
 
Wholenale warehoue 1,200 m2
 
Dusineso and ncrvice ... 2,400 m2
 

.


........oee 


16,000 in2
 

!E ion
xpann 


Modular warchoueo. 3,300 m2 
Business and aervice - 1,200 m2
 

Wholesale wurchoune o 1,200 m2
 

2
 
5,700 m,


ASSE1MBLY MUMRTS 

Anrninlbly cl ; nrer1nrc to be locat'2c1 in producing areasi and have thrnpcI)rC 1 1 l n'l Lbin ofJ pr ,iluct proccn, Jfl. " * l '11' (1' h,, vjr. l.), 
C~C' .: I",':,r iI '",C] (:lfllp2(I (l 1' 1C~ ,1 v'-'+c},;Igcd and t.hn: I)'- . V.w'r,,v tio
WI'ol~CZ;':;..c ebeilc Sector In id(,r.l conditioni for Uinal rn+.c, In n.l Ito t!h u: p r:c:. izr' t;crviree:; the a :ienmbly rrarkc L-

.on 
o~tl. provide moren., LC,-"1.(l. i,qrw.rl md racllitierti tnr;

t,i'n, flpr), t~he, e tw 
than no' t Lt In Lh:ne InLfriorm.'u-rofc ,'c.d,erve a:n pr4ntn for tlho col!ee tion nnl(I.IJstr Ib ut(in t,.of" Lr .1 rforina Lion t'brous: i i' tl o ] l w .t!h the three 

mijor wholr:rn .I rnrlh t;no 

Asonembly I.ark t, :limr-lnrjons are a fmunctI ti of the fol. nin, itemi: 

Nt the kind of product predominant in tlh, rel;J.on;
 
bo tihe volumo of production during the harvent;
 
(:, thc hinon and volume of secondary prodnctaj
 
dl. Wtic, rcentage of volume held In rnoerva ntoragoa 

http:rel;J.on
http:i,qrw.rl
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On the average these anrke.ts would a Cupy land area of thzee hectares with 
a constructed floor apace of 5.000 m. The distribution of this area wruld 

followa:be ag 

2
LAnd ... eaee *so .o.e *.,s0 3 ha. 30,000 m
 
Constructed Area ............. 0.5 ha. 5oOOO m2
 

Reception and ForwaLrding ... 28 $ i400 m2
 

Processing o 8,i% 1920 m2
 

Cleaning , 450 2
 

Classification .o...oo. 2
450 m
Packaging o..o.oo....oo 0 0  460 m2
 

Fumigation ooeoo.o0*. 560'm2
 

Warchou-cing and Silos 32 % 1,600 m2
 

Adininitratior and Servicen 1,6% 80 m2
 

Free Area for circulation, loading, 2
 
unloading parking o 
 25,000 Mi
 

Ratio between tot;al area/occupied area: 6
 

In the hc,mbly !Markctl. and those where a free "feira" in to be maintained 
(for instance, Felra d,, Santana) the ratio of total arcs/occupied area 
ahould never be less then 6 

'Te entImate of Aiscmbly I.rkct costo in based on the coat per square meter 
or the ceroal.n and drly goods sector of the wholesale mark-.ta. 

con':tructJ.on - 5000 M'- at $60 per aq. meter ... $ 300,000 

Laud Acquiniion, Prepvration, 2
 
Paving and IAndncaping - 25,000 m2 at $7 per
 

square meter ...ooe..o $ 175,000
 

Equipment and Inatallatons ........... o.,..., $ 56,000
 

Total $ 531,000 

http:con':tructJ.on
http:mark-.ta
http:ooeoo.o0
http:anrke.ts
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XNTERNAL RATE OF RETURN ANALYSIS
 

Introduction
 

The following pages present the details of the internal rate of return
analysis ot CARE, Recife's wholesale market. 
CARE serves an a prototype
of the other large wholesale markets proposed for the Northeast. That isp
except for volume estimates, the data, assumptions, estimates and results
of the analysis should be valid for ad applicable to these other markets.
 

Preliminary Volume Estimates
 

In order to calculate the series of benefits and costs of CARE it is 
necessary to make projections of the business volume flowing through 
CARE
each year. CARE opened in February 1968 with only 2M. of the installationscompleted. 
 During 1968 and 1969 CARE only handled fruit and vegetables and
roots and tubers. 
 Large capacity for cereals is planned, but no cereals
 
business is done in CARE yet.
 

In 1969 CARL did a US$ 6.15 million volume in fruits and vegetables. This
figure was used as a basis to project future yearly volume figures, assuming
an average annual growth rate of 8 7 (4
6 

% annual population growth rate plus% annual growth in per capita income times 0.6, the income elasticity ofdemand for fruits and vegetables) /j . Theue projections were carried forward 
to 1985. 

. The figures for population growth and per cripita income growth are thesame as tho.e used by: Banco do Nordeste do Brnsil, (ETENE), Consumo deProduton1nd,,trinar do Norderste, 1969; Michigan State Univeraity, ,IrketProcennes in the Recife Aren of Northeast Brnzil, Research Report no. 2,1969. The income elasticity figure was taken from the MONTOR-ontreal studyentitled Northeast Agricultural Marketing, 1970. Although a 0.6 incomeel.sticity for perishable feods may, at first glance, seem rather high, itshould be kept in mind that the Income elastl.cit:y for food in Brazil In 
about 0.0. 
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Currently, we 
estimate that cereals wholesalers lose 10 7.of value to
spotlage ( 5% unsalable and 10 % sAlable). It Is assumed that the

spoilage rate will be decreased by 47. per year.
 

Before CARE, trucks pulled up into congested aide streets adjacent 
to
the mnjor feirao where wholesalers maintained their staLls. The produce wan carried by laborers from the truck to the wholesalers' stalls over A distance that varied anywhere from 200 to 600 feet. 
 CARE'n
facilitics are a considerable improvement over the previous operations:
unloading ramps, direct access 
to the wholesalers' stalls as the trucks
 can pnrk within a few feet of the stalls, wide streets, large parking
 
areas, etc.
 

Figures on 
loading and unloading time are not available on the pre-CARE operations; h16wever, 
it is assumed that CARE has reduced the time,
and consequently the cost, ot unloading and loading an average truckload of produce. A recent survey in CARE showed that the average truck 
is unloaded in two hours with four laborers. 

The average truker earns approximately $0.50 per hour, and therefOrd thecost in CARE to unload and reload the same qunntity of merchandise isapproximately $8. it in assumed that current inthis coat CARE in at
least $4.00 les per average truckload than the cost before CARE, 
 as a
result of better facilities. In addition, this cost per average truck
load it expected to drop progressively to $4.00 over 
the next fifteen
y:ear as bItter packagltng, handling and traffic procedures are introduced 
in CARE.
 

The number of trucks throu.gh CARE per year wan calculated by dividing
the nnual fruit and vegetable volurime by $300, which the current CAREntatstics ,how be valueto the of an average truckload of produce. The averag-e v;'1ue of a truck oad of cerea!s in estimated at $500. 

11_on_2L,fifble Bruef-t5 

A number of benufits associated with CARE are not qualifiable or eannlymin ct,r.d. For example, puhl"L health will be improved an more sanitaryconditionn ol f[ood h;,ndling ir.colmpauy CARE'!t opernt ons. CARE ban
removed food wholonaling downtownfrom PoCife 1rd thus cognidernbly
reduced traf fJ,: congenLion thin area . ,hin i,. w fac i I I en provide Improved working conditions for wholesalern and their employees. Fine Ily,the grades and standards program should provide consumers with more 
quality products for their money. 

http:throu.gh
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Other Ponnible Benefits
 

At present, CARE wholesalers are not allowed to sell in small lots to
 connumern. Consumers cnn bity 
there but they must buy n npecified minimum quantity ot given product which CARPJ 
 administrators have determined to be nlghtly more than the quantity consumed by an averagefnml.y in one week. Consumers could benetit from an even greater increase in real income if wholesnalern could sell to consumers, say at 
specified hours during the day. 

Current CARE regulations require all trucks to unload in CARE. This
regulation in effect mniken 
the market channel longer as many truckswould by-pans CARE and sell in the feiras directly. This regulation

should be clankged and a apecinl area set aside in CARE where whole
truckloads of produce can be bought and sold without unloading.
 

Cont Asnocinted with CARE 

The coata associnted with CARE are 
the following:
 

1. Construction
 

2. Operating and Maintenance conts 

I. Conntruction
 

In the perl.od 1966 to 1969 approximately $ 1,750,000 were apent inthe CAKE conqtruction program. By the end of 1969 CARE was between
20 nnd 307 complete. it In estimated that in 1970 the expenditures

for con ;truction will be $ 1 million, in 1971 $2,750,000 and

$ 2,500,000 in 1972 for a total of $ 8 million in construction conta
 
(1966-1972).
 

2. Oper..ii.]j.d Ii, coststutennce 

Opcrnt{riig :ind Vlinteniance costs nire estimated at 3 % of the value 
of conntlruc:rion conts. 

Tnterna1. P.-Ite, oi Retturn 

The tables below show the calculation of 23a 7. Internal rate of returnin the banis of assumptions specified in this annex. As noted in the
text, we 
tested the sensitivity of the internal rate of return to changes
in our e:Lirintea of reduction3 in spoilngo. 
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VOLUME PROJECTIONS FOR FRUIT AND VEGETABLES: 
Assuming an averase annuaL growth of 8% 

(in millions Of $) 

1969 
 $ 6.15 per CARE statistics
70 
71 

6.6 6.15 X (1.08)
7.1 6.6 X

72 7.7 7.1 x73 8.3 7.7 x
74 9.0 
 8.3 x75 9.7 9.0 X76 10.5 9.7 x77 11.3 10.5 X78 12.2 11.3 X
79 13.2 12.2 X80 14.3 13.2 X81 15.4 14.3 X82 16.6 15.4 X83 17.9 16.6 X84 18.0 
85 ,,

180 
86 ,,

18.0 
87 

,, 
18.0 

88 18.0 ,89 
 180 
 ,

90 18.0 , 

S Given CARE's present plana for construction capacity operations

would be between $17 
and $18 million.
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REDUCTION IN SPOILAGE OF FRUT AND VEGETABLES
 

(Annumption: Spoilage to reduced by 6% ofvalue per year in the period 1969 - 1990) 

Yenr % Reduction 
 Volume in millions of $ Toti)Ar 

1969 
 6% 2 
 6.15 
 369,000
70 N 
6% x 
 6.6 
 a 396,00071 


7.1

72 

6% x - 426,000

67. x 7.7 
 462,000
73 
 6% x 8.3 
 4
498,000
74 67. x 9.0 
 540 00075 6% x 9.7 582,00076 
 6% x 
 10.5 
 , 60,000
77 6% 11.3 618,00078 67. 12.279 " 732,0006% x 13.2 
 m 792,00080 
 67. x 
 14.3 
 858,000
81 67. x 15.4 
 924,000
112 
 67 x 
 16.6 
 - 996,00083 6% x 17.9 
 1,074,00o
04 
 67. x 18.0 
 1
1,080,OOO
15 6% x 18.0 
 1,080,000
A6 67. x 18.0 
 1 ,080,000p/ 6% x 18.0 
 1 ,080,()Oo
67. x 18.0 
 , 1,080,000w) 67. x 18.0 - 1,080,000(10 67. x 18.0 t1,0710,000 
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VOLUME PROJECTIONS FOR CEREALS, DRY GOODS, ROOTS AND TUBERS 

(In millions of $)
 

Anstimptionn: 
 At the moment CARE does no hsainenn in cerenls nnd dry
goods and can probably be expected to initiate this line when
construction is complete, or 
in 1972 or .1973. However figures based
on 
the Michigan State study indicate that the wholesale volume in
cereals in tha. year will be approximately $24 million. 
In 1969
CARE had a volume of $2,6 million in roota and tubers. An average
annual grcwth rate of 4.5% per year is asoumed.
 

1969 

70 

$2.6  roots and tubers only

2.7 


71 
$2.6 (1.045)


2.8 
 2.7
72 
 2.9 
 = 2.8
73 
 28.1 
 " (2.9 f 24) " 74 
 29.3 
 " 28.1

75 
 30.6 
 " 29.3
76 
 32.0 
 30.6
77 
 33.4 
 32.0
78 
 34.9 
 - 33.4 "
 79 
 36.5 
 - 34.980 
 38.1 " 36.5
81 39.8 
 " 38.1 
 "
 82 41.6 
 " 39.8
83 
 43.5 
 41.6 "
 84 
 45.5 
 43.5
85 47.5 
 " 45.5
86 
 49.6 
 47.5
87 
 51.8 
 49.6
 as 54.1 51.8
 
89 
 56.5 
 - 54.1 " 90 
 59.0 
 " 56.5
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REDUCToN IN SPMLAGc OF CEREALS, DRY CooDs, ItOS 
Am TUBERS
 

(Assumption, Spoilage is reduced by 4% of value
 
per year in the period 1969-1990)
 

Yenr 
 ZRedction 
 Volume in millions of 
 Total in$ 
1969 47. x 
 2.6


70 1O4,,OO0
 
2.7
4 x 

- 108,00071 
 4% x 
 2.8

72 - 112,0004% x 
 2.9 
 - 116,00073 
 4% 
 28.1

74 

x 
1,124,O0o47. x 29.3 
 1,172,000
75 47 x 
 30.6 
 1
1,224,000
76 


32.0
4% x 
1,280,000
77 
 4% x 
 33.4 
 1
1,336,000
78 
 47 x 34.9 
 1
79 1,396,000


36.5 

80 

4% x 1,460,000
1

47. x 38.1 
 1,524,000
81 
 47. x 
 39.8 
 1
1,592,000
82 
 47. x 
 41.6 

47. x 

- 1,664,00083 

53.5 
 1,740,000
84 
 4% x 
 45.5 
 - 1.820,00085 
 47 x 
 47.5 
 1
1,900,000
86 
 47. 
 49.6


87 
x - 1,984,00047. x 
 51.8 
 2,072,000
88 47. x 
 54.' 
 - 2,164,00089 


56.5
47. x 
' 2,260,00090 
 47. x 
 59.0 
 - 2,360,000 
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SAVINGS IN LABOR COSTS DUE TO BETTER LOADING AND UNILOADING FACILITIES FOR
CEREAL AND DRY GOODS, ROOTS ,,AND TUBERS ........
 

(Ancumptions Botwoon 1969 and 1974 an avorapp of
 
ono hour per truckloand in naved, or 31.87 per

truok, and from 1975 to 1985 an additional hour
in oaevd, or $3.74 par truokload) 

Volume in Avorago value Avorago Number
 
millions 
 of Truckload of truckloads Total
 

Year of . of Produce oyear Savinn
 

1969 
 $300 3
2.6 7,800 x $1.87 n 14,5801970 2.7 
 t9,000 
 $1.87 16,830
1971 2.8 
 it 9,300 x 81.87 
 - 17,3901972 
 2.9 It 9,600 x $1.87 . 17;9501973 28.1 
 1500 -" 56,200 x 31.87 105,090
1974 29.3 " 
 58,600 x $1.87 10o,580
1975 30.6 
 of 61,200 x $3.74 22L,8001976 32.0 
 " 64,000 x $3-74 239,400
1977 33.4 
 66,800 x 33.74 250,000
1978 34.9 
 " 69,800 x $3.74 - 260,0001979 
 "
36.5 73,000 x $3.74 273,000
1980 38.1 
 to 76,200 x 33.74 285,000
1981 39.8 
 " 79,600 x $3.74 297,000

1982 41.6 
 83,200 x 13.74 311,0001983 43.5 
 " 
 87,000 x 33.74 325,000
1984 45.5 
 it 91,000 x $3.74 " 340,000
1985 47.5 
 " 95,000 t $3.74 355,0001986 49.6 
 of 99,200 x 33.74 - 373,000
1987 51.8 
 " 103,600 x S3.74 387,000 
1988 54.1 " 108,200 x 93.74 405,0001989 56.5 
 " 113,000 x 33.74 ' 423,000
1990 59.0 
 0 118,000 x $3.74 441,000
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H^vrAM: TN .AnOn 0r.035;)IA'WE TO 1.Emni T1L)OTtrO ANT) ITLOAfTNO FACTTITI1I. 1')n 
FRUIT AND VBGBTARLE3 

Year 

196;9 
39(0 
9I!1 

3972 
1973 
19(4 
1915 
1976 
1917 
]9/8 
1979 
1980 
19081 
19("2 
3.9113 
1984 
1985 
1986 
1967 
1908 
2989 
1990 

(Annumptiont Sao an for Ceroalu 

Volumo in AvorarTn value 
millionn of Truckload1 

of of Produce 

6.15 $300 m 
6.6 $300 -

7.1 5300 -
7.7 $300 
8.3 $300 -
9.0 $300 -
9.7 $300 -
105 8300 -
11.3 8300 
12.2 $300 
13.2 P300 
14.3 $300 
15.4 $300 
16.6 $300 
17.9 $300 -
18.0 $300 
18.0 $300 -
18.0 $300 
18.0 S300 
18.0 300 = 
18.0 $300 = 
1830 $300 = 

and Dry aood) 

Avorat, N iml)or 
of Trnicklowido 

20,500 x 81.87 
22,000 x $1.87 
23,000 x $1.87 
25,000 x $].87 
27,000 x $1o87 
30,000 x $1.87 
32,000 x 83.74 
35,000 x $3.74 
37,000 x S3.74 
40,000 x 33.74 
44,000 x 33.74 
47,000 x 33.74 
51,00- ^3.7; 
55,000 x $3.74 
59,000 x $3.74 
60,000 x S3.74 
60,000 x 53.74 
60,000 x 63.74 
60,000 x 33.74 
60,000 x 03.74 
60,000 x D3.74 
60,000 x $3.74 

-
-
-
-
-

-

-
= 

-
= 
-
-
-
-

Total 
I 

117 00 
41,000 
43,000 
462700 
50,500 
56,.00 

119,700 
130.000 
1V38,.)OG 
149,600 
164,500 
176,ooo 
l90,000 
205,000 
220,o000 
224,000 
224,000 
22-4,000 
224,000 
224,000 
224,000 
224,000 
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OPMAPId AN'flTAflrrTArc- 'COSTs' 

(Retimatod at 3% of Construotion 
Coots) 

1968 
1969 
1970 
1971 

43,500 
52,500 
82,500 
165,000 

= 
= 

3% x 
3% x 
3% x 
3 x 

3.,450,000 
1,750,000 
2,750,000 
5,500,000 

1972 240,000 = 3% x 8,000,000 
1973 
1974 
1975 

240,000 
240,000 
240,000 

3% x 
3% x 
3% x 

8,000,000 
8,000,000 
8,000,000 

1976 240,000 3% x 8,000,000 
1977 240,000 = 3% x 8,000,000 
1978 240,000 3% x 8,000,000 
1979 
1980 

240,000 
240,000 -

3% x 
3% x 

8,000,000 
8,000,000 

1981 240,000 3% x 8,000,000 
1982 240,000 3% x 8,0000ooo 
1983 240,000 3% x 8,000,000 
1984 240,000 3% x 8,000,000 
1985 240,000 3% x 8,000000 
1986 240,000 3/ x 8,000,000 
1987 240,000 3% x 8,00010oo 
1988 240,000 3 x 8,000,000 
1989 240,000 x 8,00,000 
1990 240,000 = 3% x 8,000,000 
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NOTES ON AN INTERVIEW WIT! MESSRS: PAULO BARBOSA, WALTER LIMA AND
EDUARDO LEMOS OF COMPREBEM SUPERMARKETS 

General Notes
 

COMPREBEM was established in 1955 and has nine stores In the Recife
area, eight being in the city of Recife itself and one in Olinda.
Two others are located in Jolo Pessoa. 
There are no immediate plansto expand to Other cities at this time, as 
the COMPREBEM people feel
that there arc many opportunities yet in Recife, although the store
in Olinda is being expanded in size.
 

Responses to Questions Asked b) 11emir Maia and Tom Ivers 

1. What products does your company buy at CARE? 
Estimate the quantity
 
per week.
 

We buy all fruits, a considerable amount of vegetables, and most
tubers at CARE. 
We buy for all nine stores, sending three trucks,
carrying 12 tons each, three times a week, for a total of 56 tons
 
per week.
 

2. 
What products does your company buy at other markets? 
Estimate the
quantity per week for each product. 

We buy grcen vcctoble.i in Vit6ria de Santo Antro dtrectly from
producer., as well as from intermediories. 

5. Do your buying patterns differ to any degree from your pre-CARP.opcrations? Will they differ in the future, when CARE is in full 
operation?
 

Wne did(n't buy ninny frii t - and 
 vt, ,, nIrle, beofore CARE.W. Wvbrn we didbu1y, it,wn In the Snnttl 1I01. I;,rh,: ,. Ouir 1,ntry Into the fmltand vegetable market eoincld'd wj ti-J on rnn- of CARE In 11)6.
 

We will buy hig~her qunntitie fr, n CAIL1in 
 th- fittire, an buyi n,conditions are good there. V.1 try to NjY from producers therewhenever pozsib..e. We don't buy in the countryride an, have producersdeliver product directly to our warehouse, as they have no reulnrdelivery schedule, and they produce such small quantitine; 'limt it isnot worthwhile. It is easier for COt4PHElIEM to go to CARE nnd make 
large purchases there.
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4. What 	kinds of sellers (e.g. wholesalers, jobbers) do you buy Eroin
 

at CARE ?
 

We buy from wholesalers generally 

5. 	 Why do you buy from CARE ? 

We buy because of constnnt supply, good quantities, convenient
location and because thin market is restricted to wholesalers.
 

6. 	 How does the consumer benefit an 
 a result of your buying at CARE ?
How will he benefit as your company grown ?
 

lie 
benefits from better quality, lower prices, constant supply and
better buying conditions, e.g. fixed prices, than In the feLran.
 

7. 
 What percentage at retail nlen do supermarkets have in the Rectfe area at the present time ? What percentage does your company have ?What will these percentages be tn five years 7 

Supermarket sales in Recife are 
les than 207.at the present time,
with our sales being about 97. and Bom Prego's being about 77..
five 	yearn supermarket sales in general will be at 
In 

least 40% and
 we expect our sales to be at 
lenat 207..
 

8. 	 Will the existen:e of CARE help or hinder your plnns for future
sales of ngricuirural products ? In what way will it help or
 
hinder ?
 

CARE 	 will help coi.isdernble for the reanons mentioned in renponne 
to quenition 5. 

9. 	 Why don't yot, have i compl.pte line of fresh produce 7 

We do not handle all produce because of the irregularity ot arr.valot products, at CARE. However, our fruits trnd vegetables lines hIave 
grown conqidrnbly and will confJntie to do no. 

10. 	 Doen your cor'pi ny hVt ttn.own I:rtcki, or (lot'rin the neller del.verproducts purchared ar. CARE ? ,ho p.'ays for loadingthe of products
purchased at CARE ?
 

We have three trucks ot our own. 
 Th-y 	 e.clh carry 4 tons and makethree trips a week to CARE, making a total of 35 tons per weekpurchased there. One supplier in Vitoria brings in vegatableqdirectly to our warehouse by his own truck. We have our own handlers
and pay others at CARE whenever necessary.
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Il. What are your losses (lue to spoilage, etc. 
? Would they be greater
if CARE did not exist 7 

Our lossen run about 10-157. on the average, for fruits and vegetables. 
 The exact percentnge varies considerably, according to the
 season. 
 Our losses would be greater if CARE did not exist.
 

12. What advantages does CARE have over other markets ?
 

Centralization of buying, better prices, constant supply, good

quality and selection, variety and hygiene.
 

13. What dinadvantages does CARE have ?
 

It lacks a fixed delivery schedule on the part of producers, trafficin often congested and parking in inadequate, acausing slowdown in 
loadi ng. 

14. Is the marketing information (supply, dennd and price information)
available to you beter or worse nt CARE than at other markets ?In it better or worne than the pre-CARE situation ?
 

It is generally good, nrthoutgh ant timen 
 the prices quoted by CAREdo not coincide with miiirket prices. 

15. Where do you obtain yotr nupply ot canned goodn ? 

Our canned goodn com 2 from the South, either directly or through 
reprcn ont1nti,.-, Inlo ited here l.n Recife. 

lb. What r'tcrur;,' ef nalenr- ;,'fur volirn! In repreinontd by each of thefoIl1 whg)F prodie : i;innf! ,oodn, ntnplen, fru[ts rnd vegetnhlen, 
oLher 7 

177, rif o,i ' -"' int to1 f r cainned goo,1:, 227. in staples, 67. in
fruit:i aii.I v [I In' 57. In pL,-n tic prouictr , 27. in alintin i um 
product , 127. in ci orhit,;. 

(Note.: il n,. crc,'nt;-,. adi up I o ()4/. In t.otal. it in nnntimnd thatthe rvi Inlning 367. Is ta!,,,n tip ly !:il,,i of mtl k l'rotluctn, packn.ed
produict , other honncl',Tod I L.i,,, 'tc.) 

http:packn.ed
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NOTES ON AN INTERVIEW WITH MR. JOo CARLOS HENDONgA 

DIRECTOR SUPERINTENDENT OF PRE9O""BOM SUPERMARKETS, IN RELATION 'TO 
PURCHASES AT CARE
 

Response to questions asked by 
Iemir Main, Tom Ivero and Ruy Florentino..
 

1. 	 What products does your company 
buy at CARE ? Estimate the quantity
 
foe each product.
 

"Bom 	Preqo" purchases approximately 507. of its 
fruits and vegetables

at CARE, and about 50 from producers and others who bring their

produce indirectly to "Bom Prco7. 
No estimate can be given for the
 
quantity per week purchnsed at CARE.
 

2. 
 Do your present buying patterns differ to any degree from your pre-

CARE 	operations ? Will they differ in the future when CARE is in full:
 
operation 7
 

The marketing process in better (due to CARE because the products

concentrated in 

are
 
a single location, and there is 
a steady supply. Se

lection is also better than before. "Born Prego" can buy in one loca-.
tion 	for mont of its needs. This situation will continue into the
 
future and will probably become better yet.
 

3. 	 What kinds of sellers (e.g. wholesacler, jobbers) do you buy from at
CARE 7 What kinds ot sellers didlyou buy from before CARE 7 

Mont 	 of the people we buy Etom are wholesalers, but we are notinterested in what kind of scller they are, we are interested in
 
obtaining merchandine.
 

4. 	 Wnhy do you buy at CARE I If a ntgniflcant percewtngre of your ~ir('hnneq.
are now rride at CARE, why did you change from other market sources 7 

We buy bectznee of constnnt supply. Before hadwe to go to Vit6rinde San&'o Anto and other places outside the city to obtain sufficient 
suppl ies. 

5. 	 Are prices lower or higher at CARlE compared to the pre-GARE nituAtIM ? 
By what percentage ? 

It in imponible to tell bee.use ot inflaticn, wage increases and
other factors. Prices within the city scem not to have increased
 
as much in real terms 
an they might have without CARE.
 



Exhibit o 
vnrr~ It Or 0 

6. HoW (loco the cotnnumer benef-it til a result of your btuy~np, ni; CARIt:' 

IOilM.t hbe U tg beo(ne un. pltttcltnnt In Inrpgc qvinntit len, aind br-criiinf 

7. Wbrit prrfentilv, of retin f. ri.n! do stipexrmrketa 
, .- ; it (I'' .. ) 1), ".-

h-n-c In thbr! t'rcijc
! 7 Th11,1 pcrcvttLnige doers yi I. .~~p'1

vJJ. 
'~ Im .v yea rn ? 

i: w I* L~hiI :;p[t i'~ 

'III( (vi.of pi (J -ej m~rrivIlcel: st en maide b ynt Ll w ip'rI.ip vii~ !tn ! _t, a mu.. 15 %. ''B" Do rI t e go ' d p c c ti -Ii o wrlbe0 -houzt 1!-- I f'Z.1-:. vca)rn *'iipcrmarkccn
:tb'otil: '30 7. p'.i 

will1 be rcsoTI1mo,0t!IjC fWvp:ti . inI ~ F oden nti ''Born Preg o for. -. bomi. 17L2 . uFI'ho LIUI . 

8. i . tIuu1 ' pii I:It wk-v yoiurrn(.. l 1 phI~n i ir Ip ndt ; -, III whait: way 'llt 
air) 

it : 1h'.ip or h 

9, ov!'e yoln: 'Orv~vy ;wtv'' !7',411ii rulclf; or does the ncl Ir v ii! 

D17r.! ].'trc' 1.''' I~ah.v;llt~f(fl~j 
ptt-',cl~t. 

yrtvi-~ r0. j~p .. eII:1~ r ~ it' I i- l I'I lt'.:o mjr if)t'r the )t- '-fA' 

rirt 7 hiyew :1! CAR ?. L .yr .II 

I fil I :;.rII ftoll , hn c frl? : - I 

pr '; *t:Itcr; Lo Wib irc''y u~ 

Wht: ;iwi~ vt, Hr iv~ AR- )I i n kuovr(., herouhI
12. k(:-

pit knccI~F) 

Ii';t o il, JIlorv Tspac- olun [or I lig ti.,n' I 1-1-tcr ninil mu~jol, 1111glier 

13 . Nhii I:h .sa~dviin t*agon dot t CARE have 71 

14viw. E, a ff ic is it probl emn :t unit iricu, btit ItL to wortic a L u IIL'r whtu Ic

866~TAVAIUeLE OrjPV* 
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14. 	 Is the marketing information (supply, demand and price information)
 
available to you better or worse at CARE than at other markets ? 
Is it better or worse than the pre-CARE situation ? 

It is much better at CARE. CARE publishes bulletins stating the 
price,Bupply and demand for each item. Other markets do not provide 
this information. 

15. 	 What percentage of your sales volume is represented by each of the
 
following products: canned goods, staples, fruits and vegetables,
 
other ? 

10 . of our sales are in canned goods, 207. in staples, I % in
 
fruits and vegetables, and 69 . in other areas. 
We do not sell
 
fresh meat.
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TELCGMRM - Incoming 

UrNCLASSIFIED 

R 05201s6Z AUGUST 710
 
1-1 SECSTATE WIASHIDC
 
TO AMEMPASSY 
 RIO, Dr. Janno o616 

UNCLG. STATE 126093 

AIDAC 

S(JUJECT: 111opo01jE A(%PTCIJ ITU1IAI, EKEIN~GM4A LOAN 

i.A/CAEC REVIEWED) SUBJE-CT PROPIOSEDJ LOAN AND PEC(414ENDS PEGIJPMIIS!O,1NCONTAINING VOLLSOING MODIFICAT IONS: 

A. PRlOpOlSED RE' ?4rn' PO!) IS NOTr JUSTIFIED- As A I)IPECT LOAN.WiY Nc0T TWO47FNP IT TO (;OR1 WTITH JIMPE 01,I(; n TO PEPAY WITIlIIREASOATLT TERM~t PIOD11 UNDER r.20 YI-Al'S A5 (SIIGG(E8TED Py CA311 FLOW ArIALYSIS7
 
B3. COFFEE ESTIVTE,; lIN UWx APPErAT? 
 COraIMIJP4, AND REQUr;PPE CLARIFI -CATION. 

C. iNCtII-W N1V;I"Wil~ PAPEN 'P I 2:'II~I AP/1 UDT, (.11110-;1[T Arn)1IURrw, I'l 4"o pU'i'nAT aYrkTIOr '1fl T I:; P1 WHlY rSPCIPxTrCAPNfl' BT Il'J 1 I rr All I.Filo , T'O Fj ;A';i;, P:101i -, T'(Y A TT)I'I y.Ill 

P.XP ; 2~rpj0'; W.)J2C;P UI.T[TK; 2cri P01I TOOI 1Uh TrJCA''l:1CA ],ACIT'Y 'P)I, 1-; A,. Ai'I'W)%tVE (eou::l,*P JCTrT1 PfAWNS ANDI FO-,0urlnCO*r';jPIJCX~B)A:.:; Aa' lYE'Alrs ;tld A:; ip wnVALITAll O OF ErICH1 CAPlACITY 
E Ir' j,1)1, ; '1.:j:: pp' j ;- jrr Jqr:K AllP A(1 11'lIE T'I.ONrwl '~hAIM lE-VA lIrAT.0 0;; ' Aril-j rAc',' ruIjm 1')(i. Il 

G. I[CFr,.l:3PrnRTAL'r MTSOJ. ''A YMBNP /AEIUE;'AND urr;PUELI YuWiWcPOTPC:;IIl; Er 
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Response to CAEC Inquiries
 

A - Sbe Page 2 

B- Loan request not being submitted on basis balance of 
payment problem - section removed.
 

C-I See Page 7 and Annex V Exhibit H 

C-2 See Page 6 

D - See Page 26, 36, 37 and 38 

E - See Page 3 

F - See Page 17 and 53 

G;.l See Page 20 

G-2 See Page 6 
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Translation of Letter from BYDE 

December 31P 1970 

Mr. Daniel Mackell 
USAID
 
Rua Melvin Jones, No. 5 
Rio de Janeiro, GB 

Dear Sir:
 

With reference to the basic elements of the financing program to 
the Agricultural Marketing Centers in the North and Northeast, we would 

like to inform you that the conditions established for this operation 

meets BNDE's interests.
 

The magnitude of the program fits the GOB's plans, the amount of the 

resources foreseen is sufficient to cover, with an adequate margin of
 

assurance, that the cost of the construction of the wholesale and semi

wholesale markets in the North and Northeast, and the conditions for
 

the financing, in what concerns the BNDE, are acceptable.
 

Thanks for your cooperation, 

Sincerely yours, 

(sgd) Marcos Pereira Vianna 
President
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bhibit 8 - Pg 1 of 

Translation of Letter from Minister of Planning 

January 19, 1971 

Minister William A. Xl1ta 
Director
 
USAID/Brazil
 

Dear Minister: 

Confirming the terms of my letter dated September 2, 1970, in which
 
I have expressed GOB's intention to request a loan of US15 millions for the
 
expansion of the program the aim of which is the construction of agricultural
 
marketing centers in the major urban centers of the country, I hereby reaffirm
 
the Government's 
 interent in promptly signing the Loan Agreement in order to
 
expedite the execution 
of the mentioned program. 

The document prepared by USAID has been examined by the Brazilian 
technical organs, including the Fexecutive Group for the Modernization of
 
Food Supply (GMB), 
 created by Presidential Decree No. 65.750. dated 
November 27, 1969, and the National Economic Development Bank which considered 

these conditions as sat-isfactory.
 

In view of the above, I hereby approve on behalf of the Miniatry of 
Planning end General Coordination the pursuit of the negotiations of the 
mentioned Loan to accelerate the program of the Marketing Centers in the 

North and Northeast regions. 

Sincerely yours,
 

Jolo Paulo dos Reis Vellono 
Minister 






