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Ihe basic objective of this project is to promote the developmiat of emell and

asdivm imdustries i the Northesst in ovder to crestas more jobe snd isprove the
standend of livimg of its inhebitasts. Tha propossd course of sgtion emvisions
establishing a Regional Training and Ressarch Canter for Suall and Medtium

The Center is to davelop & trainisg and reseerch program to: accelerste
inductyial promotion; advise small erd medium industries; train industrial
consultants to assist small and medium industrics; identify priority areas
for loeating nevw industries; aasist existing industries in increasing their
productivity; and provide the essential research data for short and loog range
planniag for a healthy grouth of emall and medium industries in the Northeast.

Tha proposed project is consistent with one of the major U.S. development goals
for Lreail as set forth in the country field submissicn for FY 1971, namely aa
anual increase in the provision of eaployment opportunitiecs for Brasil's

labor force. The program is sleo in keeping with the President’s
policy directives encouraging an incresss in the use of and perticipétion by
the prive®a ssctor in the developoent prooees sad 18 consistent with the
recent directive of the AID aduinfetrator as stated I{n item I of SYATE 107185
of June "8, 1963: 'Special emphasis should ba given to nev and immovatfve
technical assistance prograne keyed to the sritical {mstitutional nseds of
cach country in selocted fiolds where the United States has spacisl competence
ant! wvhere we can moet cffectively bring our best resources to bear."

The USAID will aseist in the project by finencing the technical services of
three advisors to work with SUIRNE's Industry Office in developimg a research
and training program for the Ceunter. The UGAID ts to tde assistance
for the first four YRMSIXUNSSHNUTE ond & half years of the projsct.

The total operatimg coste of the projict, excluding the proposed technical
assietance to be financed by USAID, will be spproximately $930,000 a year,
of which $600,000 has been budgeted by SUIRNE, §173,000 by IR and $175,000
by the State supportad agencies operating the existimg state Cencers of
Asgistance to Industry” (WAI). In addition, SUDENR is finsncing the
construction of a building for the Center the cost of which will ba
approximately $350,000. U,S. dollar grent funding will be used to finense
an institutional contract for the three technical advisors. Costs for the
first 18 months will be approximately $196,000 for nalaries, overbeed, ote.
and the equivalent of approximately $42,000 in Trus: Funds for travel,
per diem, allowences and other local costs of the cintract team. As the
estimated duration of U.S. participation in the program is agpreximmtely
four and a half years, smother $600,000 (including $180,000 for P _
training) in dollar grant funds and the Squivelont of another $110,800 fo

-
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Trust Punde will be nceded te couplate the gpeolect, for a total life nfb
the project requivement of approtimately 8300,000 and $150,200 in Trust Funds.

II - SETTING OR ENVIRON:NIL

igg boeen chiefly
To date, the GOB's policy for the liorihesst /ix Swehmxmiskix peared to
stimulate industrial deveilopont, ‘The carly adestion of the Article 34/18
investncnt taw incentive propram illustrates this policy.

Briefly, the 34/18 plan pexnits any hHueiposn flim wn frazil o depoult up
to 50 percent of its snmual income i parmeni in a specistl eccceat ia the
Northecast Development Bank (DiB). The Tiur fo pnn;zit.t(_«'! chyes yeavs to f£ind
an approved Northeast indusizial, ¢anal = SLloaliong project o
which to 1lnvest. After threc rza:'», Fi Leverry v e fo the Govermrent,
i1f not invested. Although othesr typex of “ AN L ~un o he Linancod by
theoe funda, only industrial projccm vere cLicdhle for cha fivst geverel
vears.

The efficlency of these policies wec uig,r Licghiaodd v o Jgeeary MY, 1806
Nov York Tines report: 'The Brazilisn Mertioags, coow the QoS aoplos
problen area in Letin America, %o oow tho fasiool iosciueping sopina i
huge country. Ateracted by rouwasy .»m‘m e fnenntiven, lavestors from
Southern Brozil are pourigp cauits! fnte industrial vendurxes hat are
changing the predominantly prroi ciavacter of the Nortiess:'s econemy.”
Total investment i {oduotzial proinets as of hegandrer 51, D050 usn
NCr$3,425 nillicn which in prizes 7 Maceh FIAR GRS TAUGSY .
approximately £1,070 nuillfon. OF tho 42 ocsr pl mx,s sporarLy t that time,
153 wece in productiem, 107 vorn im0 the const o Ao wndey
stucdy and 2 had beca withiwmur G0 whe pmdew v gic 00 24 projects,
32 had been compicted, 55 were im propress. (5% oz olanasd and ont had
been withdrawm.

I-“‘J

Vi
1

fi.

The new factories and businesses covervcs fhe yutl xaese from soohistZealed
electrical, cherical and wechanical capical pgords 40 weny foimt of cousumer
goods industries, Mining aod tourims hove also boee vf-A:.: wried,  Yrojeete
thus far approved will penexare an estimsfed 120,000 clvonl iy iowiws
opportunities. ilcvever, se Induatzial crpancien le Foe NE e e meracntun
SUDENE vealized that deposiicrs of 54710 were infogr il Lo Lavegling &n
iarge industries only aod that 1igdle v uo fomis veis “c-zr-.-,, vivmneled into
small and mediun industries., Vet the peoanuvunf lopeviance of Y in tarms
of jobs created has long been catabliishaod, Srmd.g..a oaie in 19406 indicate

UNCLASSIFIED
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that there are about 10,000 small aad rediva irdusiries in thz KB srploying
70,000 pergons or 38% of the total smubev of pecple pupteynd §174,000) by

all industrien. Farther, the cortvibntion of the SHT seckor to the Industrial
GNP in the NE is approximately 35% aad the avecese wipital imvesimwmi cost of
creating a job io Crom $2500 o $30G0 vig-a wis 914,007 fag wp avernae) fox
large scale industrien.

Recognizing the {fuporterce of o ovtvons, wioble =ewl ! and wedium scelor to the
long-rarge balanced secnowie prowel of the repion, SUNET ecided to develop

a propgram to provide practicml, eggentizl tonbnicgl awd Sinancial sseictonce

to small and medium Industricg. The pesl wma eloac but Yww o ghruciure
organige, administer amd leplomant coecl a wrebvms oen o et AR m?,a,
The first etep was caken in the €237 of 148% woon Saindto. vow
Deputy PDitector of SUDENE's Twdustry Dormetoms oo £ Upmivzyoine

in Hollend for a four menth sonnas aw (U~ Cane!s  rac sl med fun
industries. In 1966, two wore SOMCHE ol senze oo . caue ro =¥} :?: Univere Lty

in Holland; in 16567, two were sen® to s~ W0l i ‘!.".-"«. ttule ‘v 3%e Pauia and

45 attended amd were trained RN T D R S IR H*U-f im ¥sle Yeorizonte,
Recife and Fortaleza. Aleo, d <2 o Ludustria {NAT)
was created. Over this seuae o SRutied wedae of
the programs iy Japan, Wdia, i REEINN I GoUraln rad ethar
countries on assiztance to avd Jdovelismie st or xuntT ot D ailae bwinstries.

oo alielan o 6

1

A study completed in 'UGD be o
US-Brazil Sclence Ononesatiun Svo
report vecomwended, {eavacrvopt 7.
be gilven icr Sseciad Tralving pocjeson e in
aiming to imerease the nusbon ami vporads (e Faehases cooenteres of
resparchers and enpginesra. TPV Fhab ' VYA b T, Robert W,
Daverport of Sianford descarch fuas! RIS T 1 (KB P TSETT) Y o
nrofyvesy has heen wade A g ey g exnanaion
and developaont was weeesssr- to woine i
SUDENE is anvicus to follow ap Bavensuny

St Mmgenzceh,
R MEAH (,'1, in its
Lroporl chould aise

AR ¥ N PN s&iuutec

AN RIS

eeoeac.ae ropidly,

e D05 weemyg peopie
»oneere thay are

Fuuitore! wage amd

Tl 030 MG, T remlt s

: gnmoon 28 the Northeagt.

:oanreasy antilngtad to

vorivgtaly 320,000 Jebs

9 skiwandnitd to date,

The urgency for creating maw johe o
Population pressures ave such, fov

in this rerion are reashin th2r nno
seglting ontrance o She labor foree,
‘salary emplovuient im 1968 incecansd by 1og
growing unemplioyoent sud cadeneuplo;
The combined vate of unemployuent uncsre
exceed 25%. While SUDENE veporis ot

™~

will be created as a resule of ail /.0 ].z,:!.'x‘;rs:ti.,«s«,n
this is far from sufficient to abaurb the lnfiov +f ww iobor feuco entrants

URCLASERR ARG
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as well as to reduce the large rumber of umlovemploynd. . Of this estimate
of new jobs, some 46% are g result of modernizatlon of «xistirg E£irma. There
is no estimate, however, of the jobs abolished In the wodernlzation process
of larper industries wvhich may ecasily exezed the nmber of wew jobo cigatdd.
It is svident that productive cuplovrent opportunities ayo aof oxparding
sufficiently rapidly {n the Northeast to accaupany Shin  rowth da the Jaber
force and that the large, generatly capiral ingpneive tooon of inwiatmonts
vesulting from 34/13 imcentives ave sclmpiy {uadeguele to she tasic of ercating
alegquate employment opportunities. Yhoy mua? hi acemponicd Ly comnplesentary,
more digpersed and nwore lecbor intensive operaticns Iatsinsic ilam the eupsnsicn
Gf gmall and madfum industries. A ovice cond?tion for wnlarping ohe S0 sector
participation ia creating new jobs in addiZicoal tyainod sitafll to woevide the
vital technica! knowledse to the pragror:.

Fucther ., SUPENE needs accurate rescavrel Jdats on SR Lo ol sowwd Jpcisionn
concerning the future long-rancs: developaent of whe W1 Lacktow. Shove a0
velatively no tralned expericnced people in thiz nwen o Dracil.  Yhe expertise
and facilities to provide this tyalnins, dows net oxdaes, Thaw U8ATSL has Dee
requested to provide assistance in estabiiclvin a verassent Teafoing and
Research Center for sSmall and Medion Tilastrvy o the Uorrheaat

II1 - STRATEGY

Concerned GOB eatities are awars ¢hat thove s 1 e~itlicel shorstans of traiued
personnel to further jwplesent ifa prgermn of teconies! wad fivsncisl asslstance

to omall aad mediom induseries and ave aotliveiy en H fﬁﬁﬁﬁ‘. oo The missivg
inpredient wiskmiostdks liniting SUDENT ‘2 Joitiatlves 1y thai™¥n/ ce ol

ktnowledpe of how to plan, ox;mmize and develey guch GenPﬂLq. ‘
ctructuring of the traindng veacrome Toe povacenat fa roanash oo s pachnisg!
and financial sselatance to SHML.

Loansistance
zap-lzvel
miva {n

To camplement the aforementionad Drariiion offoric, sutuito fes
will be required. USAID/DBrazil proposen o Suepdah Loy oo
consultantn,; one in financial roocarch. rre i tochnics: ~2scareth -

training. A4 fourth training specialist Qoo Belf Unluaraity @il ha osrovided
by the Inta national Labor Office %1u723. Thev uill be o orcated 7075 SUDERE

Ead -

industry oificers and the curreat techwicnl statl’y of ric G0 rvoryn o io
includes aduinistration gpecialists hivoeoter, Depaby Diceste oot 0 gecind 2ians)
and a faculty composed of ten Industriat Vowalongend Teelinicisen oud alx
researchers. The 16 Brazilian countevi:i? . ui thy fan Tiy wrle el alceoly
with the International cupcrts and are - be ehorcarh?. r~afned oo thnt vhewn

the contract is finished and the erpoves lreoe, those men 101y %W oble to
continue the weorl: of the Centes.

The Center will be a juridical entity vuder Brazilian "sw awd witl be organized
UNCLASSIFIED
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a8 a nonprofit foundation. The bullding for the Center is mow being designed
and is expected to be ready for use in carly 1971, Facilities will 4nelude
claserooms, a laboratory, likbrary, a reproduction or priut shop unit eno
sssential training equipment. '

This 1s the 7irst amd only program in Brazii deaigned to develep the swall
and medium industry sector. It iv a phlot project in cne of tho mosz critical
regione of Braril amd 1ts success or failure will have a slpnificant impaet
on future policies of the GOB wvith respeet to SMI. The Natisnal Bank for
Econouic Development (BNDKE) 1o providing substantial Financigl suppoert and
already has plans for establisking four similar centars in other parta of
Brazil. As further evidence of GOB intersst in SHI, the Cantral Renk on
January 28, 1970 announced the establishment of & naw line of cyvedit for

SMI of NCr$400 millicm at a reduced anaual frterest rorc of 16,87 with no
monetary correction.

The program attempte to provide, theough the $va‘sirs ang Reseaarceh Ceator,

& strong and solid base for the trainuy of skflied personnel in the zechmical
assistance and research requived for accelorated sremeh and cxpansicn of

SMI in Brazil. Prom this cadro of professionals uill Floy ¢ha programs,

idear and expertise required by thz owners. and wenaners of SME for future
growth and expansion. The program gets at the miasa reoto of industrial
growth. Tt wili also have 2 positive influecnce 1n nenayating lobs as the
progran is fundamentally oriented toward small snd medivm industries which

in Brazil are inherentiy labor intensive .

IV - PLANNED TARGETS, RESULTS ALD 2WTeyTs

The targets of this project are tn:

Establish on a permawent hasis a Reglonal Training and Jesearch Caenter for
Suwall and Medium Industry in Northeast Brazil to dovelep the cadwe of highly
skilled professimal manpower essentiai for contimied Innlementatica of the
SMI progrem in the NE. Thin will require;

a. developiny aud structuriap a research Preorom fov the Smell and
Medium Industry sector in the PR.

b. developing and atructuring a training prograr for industrial
consultants and industi-ial researci fpecialicts cn Small and
Medium Industry.

c. trafofng a high level group of thirty Breailim professore, research
opecialists anl techniciang to aduinister, coordinate and operate the
Center when USAID assistance ig completed.

UNCLASSIFIED
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The Center will bs located in either Recife, State of Pernambuco or at
Compine Crande, State of Parafba. The site selection i8 now under study
in SUDERE. The Center is expected to start operation in rented quarters
on/or about Juns 1970 and to have its own building complete with all
facilities comstructed and ready for use by April 1971.

Over the estimeted four years of this projeet, it is anticipated that

300 industrial consultants, 3C industrial researvch gpecialists and 30

high level teaching specialista (10 in rescarch and 20 in traiming) will
have bee) trained and will be operating in the NE carrying on the work and
objectives of the snall and medium industry program. In addizion, the Center
is to provide the training program for owners and managers of Small and Medium
Industries. Three courses are to be given a vear by the MAI in each of 9 NE
Statea. Based on the courses piven by the NMAY in 1969, the acuape attendance
is 30 managers per course or a total of 810 per vesw. Over the four-year
pericd s total of 3,240 manapera of SMI will have been trained.

Over the same period, the Center's research progran will have provided data
on the SMI sector in the NE delineating and {deatifyiup priovities for
investment in existing or new industries, obatacios and Jifficultices
hindering dovelopment, the degree of efficlency in the utilizaticn of capltal,
the labor and other impute required for growth and expanaion, the economie
and financial problems peculiar to SMI in the NE and the possible solutfions.

At the end of the four yeara, SUDERE am USALD expect the Center to be

effective envugh to contimue its oparations witheut further asslstmuce from
USAILD.

V - COURSE OF ACTION

USATD will fund the services of a U.S. organizatlon such as the Staaford
Research Institute to provide:

A. One long-term consultent (Chief «f Party) with brond euperience and
competence in research, industrial planning an development of small
and medium industries and two specialists, ome in research and ome in
training. During the initial 18 mouths of the project, the Chief of
Party and the twc specialists wil}, in collaboration with the Brazilian
counterparts, develop a research prosras for thredmal! aud .wdiua
Industry Program of SUDENE. They will uiso stmcture and initiate a
complete research training program with course outiines and eurziculum
for the training of Brazilian rescarch personnc?.

UNCLASSIFIED
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Vitsl trafning materials for implementing the training programs, and
to facilitate reocarch. '

To complement the work of this Contractor, the Int'l Labor Office (ILO)
will provide to SUDENE a top-leval training specialict in small and
mddivm industry from the Research Institute for Management Scieance of
the University of Delft, liolland, who will join and vork with the SRI
contract group. Working in collaboration with the Chicf of Party, the
UPAID finsnced training specialists and the Brazilian counterparts
three training programs will be designed tos

l. Trein Brazilian industrial consultants required by the MNAI to
provide technical and financial essistance to thc Small and
Medfum industries of the NE.

2. Upgrade the technical competence of SMI managers and supervisory
persozael through prograns to be sponsored and conducted by the
RAI'4 in each of the WE states.

3. Train Brazilian professors, specialists and recuiniciang to continue
this phase of the work of the RE Training and Eescarch Center upon
teimination of the *cmporary series provided by international
consultants.

In support of the contractor, SUDENE, BNDF and NAI will provide the
neceasary logistic support inciuding office space, clessroocus,

Braziiian equipment, secrotarial assistance, interprezers vhen required,
etc. as uell a3 a project coordinator, counterparis, a cadre of 30
trainees to be trained as trainers, and any other perscnnel vho may be
required for effective implementation of the project. In addition,the GOB
FOENRX vwill pay all transportation costs in Brazil for the UI.5. and
Brazilian personnel working on the propram. USAXD/Brazil will pay

the costs of the U.S. personnel and the training materials and

equipment purchased in the U.S.

FELBRICK

UNCLASSIFIED

il



[ e
-y

Yeble 1

Page 1 of 2 pages
g‘m: BRAZIL (BE)

NONCAPTTAL PROJECT FUNDING (Obligations fa $000)

Project Title: Assistance to Smsll end
Madium Industries
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ORICINAL: X
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L/G

Yotal

198

186

198

210

Personnel! Serv.

Pnticths Conmociitien Other Coste

cont’/ Aitp PASA cConmt

198

126

612

B.S.
Apren,

Cont

92

102

180

pirv, Dir &
Uu.s5. U.S.
Agen. Cont Agen.
- 16 -
- 3 -
- 3 -
- ) zz -

Comt

39

43

184
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(3) (llorcafter folloing the tarpet informtion procentod on page 7 of the
axdcting IMOP:)

Tt 10 hoped that these additforal targeis will be sufficiont ‘o paruls LA
approval for tho 14fe of 4lis project.
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