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go beele objective of this project is to pnuto the develqimat of mhtl end 
"dim dakstriss in the wortheast i order to create mre Jobs 60 iq4WeO the 
5tdd ot livift of Its isbeitatso r proposed cours of astis eavisios 
establstng a Regionl frsinag ad Ussarch Center for Mall ad Medium 

Tha aiter is to develop a trai iand research program to: accelerate 
nInust"ial promotion; adse mall aW mdham industries; train industrial 

esomltants to assist small and edium Industries; identify priority ares 
for loeatig ne industries; a sist existing industries in increasing their 
productivity; and provide the essential research data for ahort and lo% range 
plmmia for a healthy growth of asmall and medium industries in the Northeast. 

The proposed project is consistent with on of the major U.S. development goals
for kemil ev set forth in the country field submission for FY 19719 namely au 
annual increase in the provision of e.ploymt q ertunities for rail ' 

roiglabor force. The program Is also ip keapin with the Iresidentso 
policy directives encouraging an inreeeL thus of and petticipi0ton by 
the private sector in the development pgooss and Is consistent with the 
recent directive of the AIO administrator M stated tn item I of STATK 107185 
of June "8. 1969: "Special emphasis should be given to now and innovative 
technical assistane programs keyed to the aortical Imtituticnel needs of 
ech country i selected fields where the United States has special competence

an(e where we am most effectively bring our best vesorces to bear." 

The USAID will assist in the project by financing the technical services of 
three advisors to work with SUME's,Industry Office in developtn" a research 
and tralning program for the Center. The U0I4D ,ects to r2ide assistance 
for the first fgw __ _.- - end a hal years of the project. 

The total operating costs of.the proj4ct, excluding the proposed technical 
assistance to be finmaced by USAID, will be approxinstely $950,000 a year,
of which $600,000 hs beeu budgeted by Mn, 0173.60 by md $175,000 
by the State supported agencies operating the existi8 state Ceoass of 
Assistance to Iniutry" (MAI). In addition, ' i financig the 
construction of a building for the Canter the cost of which will be 
approximately 0350,000. U.S. dollar grant funding will be used to fimose 
an institutional contract for the three technical advisors. Costs to the 
first 18 months will be approximately $198,000 for rjlaries, ovethesd, etc. 
and the equivalent of approxinstely $42,000 tn Trust Fads for trael, 
per diem, allowances and other local costs of the coaftect team. As the 
stiated duration of U.S. participtiom In the ptogrm is OpWg0inly
four and a half years, another M600,000 (includin O1Soa for phnetsum 
training) in dollar grant funds and the Iquivalent of *1W.S SImtSM 

WN1MSZVI3D 
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Trot Ando will be needcd to Cccplote the projevt, fo- a total life of 
the project requirement of appro-ioately 300,0OO0 in $150,4M0 in Trust Funds. 

1I - SKTTMG OR EMIRM-MOT~ 
3,oeen chIiefly 

To date, the GOD's policy for 1^%e Northeasi i'l kn 1 garMd to 
stimulate industrial '.7hi rly adop tion of the Art Ic 34/18devce,-4,ent. e: 

investnunt tmc incentive prorto ilur.trnzea this paoI &yo 

Briefly, the 34/11 plan peri its r,.ny .'ougotio ;A1 to 6epo:it up 

to 50 percent ot its annuai incct;m ta.t n . c e ae, La t. 
Northeaot Development Bank (LiB). TVe 211- 4,0 CIori.PyeaUs to iind 
an approved Northeast in:i2. . o'..............- trm pI:oject In 

which to investo thrne -*,. 'La Govvrrnent,After i;r.t" to the 

if not invested. Although other t:;pes at 1'P- n'tn ' e financCd by 
these funds, only industrial projec,zr: ' *xst oeveral 
yearso 

Ve efficiency of these policli t~s hvigK .- " 0., 1967 

Ncu York Times report: '"Me azil.i;-'4 1r. , . ' ' ., O~Iv 
problem2 area in Ltin Ar tU, -C;£i..in this-ca, 


huge country. Attracted by rinvcoto':7e t.r.-n 

Southern Brazil are pAir-in., nca'; *nto Ir,.u0:iol '-,- ., ara 

changing the prcdori-xntA:.r .~-it~ f nov;~~ 'Ir-;* 
Total ines~tmnt ita I' & -- :p~' 

5 ,c
NCr$3,425 uillioa whch 1- prl:.:c:! ,r 1)6; ' ,,;)5 > ")a-} 

:approdmstely $1,O70 IA.U on. O . tl.r. 4.2 pl:...o time, 
tl ticre in vorc"11 ct i r.ll - 4." :~-

32 had been compIcted, 55 ucro in prl,rom; , ", . r ir.I rx: t-d 

been withdram,, 

The new factories and bus f seoss (, i . frJ :; 

electrical, chevical and pIca1 , .' ir: of4:hidIc! rr.,dr o, cowiumer 

goods industries, Hining and t"urr >.c ,wl . -....... ... C, .:ojectv 

thus far appr(oved will anre.e Ea'n . 1 ,C," £. ''t W... 

that depo;:L^cco 4-.1 
that ,I- 1"; N !.nelcd 

SU1E1M realized , L vcc TM".:,.- .. v '. in 
large industries only- and lt UG ::-L uc". i. into 

small and medin induotries. Yet ::e p ,,mouf ,, ce n.of titerms 
of jobs created has long L-een ctabf.i :l !,.".: 'mde .n 196I indf.-te 

IhLASbI11ED 
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that there are about 10,000 spiall anid rm~Iiem insuijstrinr In th NEtetploying
70,000) persons or 3f3% of the total ~ui~Of PQeo,1cQ ~ C~~.X) by
all irsdustrien. Ptirther, the ook.~t-ncf1.1c S.N . ~trir t-w Industrial 
GNP in the IXtoip 'proxivnotely 35% an-i) tl:l :7 'P -f' i~:j OW f 
creating a job in firti $2500 to $13GC v . , forvi*jr At 

largo scale indulatrio3. 

Recognising the im.portirp- a ~r 3 ~ i~i~~o to the 
lonag-range balunced eecnic gruE~tlio o :~i~~ cc)r~dsvalop 
a progrmii to provide practicW, enczl -& 5:1''mnin' r iotaite 
to small and Mediut., industrics. 'MiV -rt~'~"~~~'~c;.o 
organine, admi.rister o~nci lruplc3r& 'w4' '5rt' 
The f Irst atco tinfs taken in', 1,1c2 ~ ~ - ~xc(IAEu 
Deputy W.ector of SUl1EQf. s 1.Tldus tr '
 
itt Ilol lnd 15(1'. a f(Ilr mnfi~ 7sP~i. > ~
 

in Holland; ini 10,7, two were oent '-:3' 'r* Paui a3d 
45 attended and were trained in . ' ~ kI rizonte, 
Recife and F'ortalnzn. Ateo, 
was created. Over this ssmic 

19.1 
,*hr 

tii:- u .' ~,~'-
~ 

F.uonfria (NAI) 
of 

the progrns {ti .hperw Irfli, ?~.3, ~ ~A~ 
coiintries on ausvi:;tanc-e to P-W ~ o 

A stud, comipleted i."~ ~ ~h- ' r 'u 

ISBrazil Scienco '~u;t~"~i' ~'c1 :.l its 

be given ~ ic i~a. ~~ii'~.~ L'~3 

an~d (love tojzt'. Yjr e ,-.­~ toe 
SUDWI. is -imicus to 2'l 1oti Ay ' 

The urgeic, for* crtinj nn jj . ropi.d ly.31i p3.-~ 

in thLis rer'lon are 'J1,1p -Mt~T are 

salary cimploytienr in 196S v~ r i' :0' ist. 
grox-Ang unemnploymenrt :n~c:~.~ 4th Nortie"It. 
The comabined vata of unerrp~qyen uxnf n*-t pr:tr 1?1T )'" 0nF tOriWbrtat 
exceed 25%. While SUDLME veorf. , ~ L .~~t~r~f~) r 
will be created an a resiuft oY 0.' ;6, .~:j~; t0 (.late,
this io far from~ aufficicn - to abaurli thl i !nw, -4 kw,. Ybov tr:~ entrante 
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as w*11 as to reduace the large nnrnber of ut-~~o~~ Of thts cstiiate 
of now jobs, sonie 46% are a result of m a.t ion~ of ti firma~. There 
is no estimiate, however, of the jobs cibolaed In the motle'iou7 Prcess 
of larger Industries Mxich nmy easil ~ede' tile r'11%,lr r.,f Tte ob? crDt~a. 
It ia ev~ident that productive emplyrvt. opotidtis r s i:dn 
sufficientI ',* rapidly it the~ Nortf~in2t "'o c(o.t'q To Inu )J bor 
force and that the lairge, generat~y cap AtO ln ,,'.i of ~ 2~t 

resulting from 34/W3 incentives ar~e~ c~~ oA'p:0. of~ ., ~to iuai oreat.g 
adequate tumptoyment opportunitie.~ mus 'xicctpn by .c~en~ 

1trore~ dispers'ed and raore lcbor lntonli o pern-.1-oxn; n t n the c pa.nsicn 
(if =al. a~nd ntedtuwi industries~. A p~rkx!~ for zs S,17 eiX~ctnr 
participation in creatin. nm cw b, k-, odt!i..Ai~t.l.i.Y to ;_-he~ 
vital technic& knmwledge to the pr'q~rnr-. 

concerninp tA ~c vpn i ~~- t~c: auuoiog 

-_Oa3tive!1'; no trained excperiCnced pzopI.e in~ t!i m'. ciLpoertiae
 
and facilitien to Provide tiii trz.nftlv- 1f: -o:Iz xt'?
 
r'equeatecd to provide assistan,_e in ~ i;~ ~~x~ ?l an~X 

Research Center for SmallI. and Med.n T) 
 '17-1,1t 

III -STRATEGY 

Concerned GOB entities a~re awarn 1#i !IicIf .L C-!t ' i ; of- traited 
Ipersonnel to further i.nprint :o~o n ~slisLI(n;ru~ 
toU SJL1al1 and M101MIr indWittrieC ;S111 W: 4r'.,: 

kcnowl~edge, of hcvi, to plan, or.-nie .1A e~ 1.' n~1 

and fincial tic to 

To cmiplcreni. i'] ' t.~a~the~ sfc-rcentiomd -xU i: 
will be requ~ired1. tJSAID/DraziY.1 prrpto~~~~rkT o-~e 
consultants, one in financial reoccarcfl- n'ext1~i in 
training. It fourth traininp srpeCiA).iSt C'. 1ct!n"- 2 Pyov ided 
by the IntA.-nationai1 Labor OMfi7e !2J>.TeI~~Xh i'7DNn'J 
industry o:fccr and tlh.- ctirrent toc'~x. ~~
 
includes administration topeckiliot;j ~i~~o~*xi: ~ "-: ir' in
 
sa-n a faculty composed of ten lndustrin' ;n '
 

researcher6. Vie 16 B~razilian cuurate'.w nl '2' ("00oyl~%:~ 

with the internationul. c:npcrts ?"' ~ioc~h~r r; when
nnd !o 1'-"'1' r"1v1 
the contract in f1iniohed and zlic~r ~~ . c~ tihoc tri to 
continue the u;orl! of the Centec. 

The Center wit be a Juridical entity urnder B az.1 1sxoi aivi yi) bn organived 
UrWLASSIF1IED 
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a.a nemyrof It faindation. The buildleg
m is oqcted to be ready for use 

for ths Center is noi, beftg designed
in early 1971. Faci~litieclamsoom, a laboratory, library, 

eil nclde 
a reproduction or priut Anh unit W.oesemtial training equipmnt. 

TIbi is the first and 
and medium 

only program in Brazil deslgmd to dewloe tbe ri,,llindustry sector. It iv a p .lot project in c, e tl.of nost criticalreglons of Brazil and Its success or failure will havz a .ignifleant %pact
on future policies of the GOB vith respect to Sia. The ',tkinal BankEconomic Development for 
already has plans 

(NM ) in prcvidlrn substontial Lnancial support andfor establisbln four aiailar centers in other parts ofBrazil. As further evidence of O01 int.rs fn S11, !:he Catr -,. . ortJawmary 28. 1970 announced the establihltimnt of a n,' tsno of c%:editSI of NCr$400 millicn at: reduced fora -m.ual ra.:ex of ,&8%t1Ath nomonetary correction. 

The program attempte to provide, thr'ul-;h 1: .... rida strong ard solid base for the 
sorc%Center,

trl o 010.11ed perniornel In the t"?i-ica,assistance and research requited for accelorated andaitk cxpansrIn ofSMI In Brazil. From this cadre of professionI"sIde&i aOd expertise required by 
tll f9lci the programs,the Cner , tnnd wmngrowth and expansion. The program 

'rt of SHX for future 
growth. It will 

,3eta at the 21:as zcoto qf indtistrialalso have a positiva influnce in Pewratrti, jobs theprogram is fundamentally oriented as
toward email. and mediua industries whichin Brazil are inherently labor i tensive, 

IV - PLANM TAREyTS, gt"SLANm I!II,: 

The targets of this project ,rv to: 
Establish on permanenta 
S9ll and 

bas a Reiional Training aivJ Research Center forMedium Industry In Northeoat Brazil to devs2%p the 'nadre ofskilled professirnal manpower highlyassential for ccnierld InTmention of$NI program in the E. This ,-. retq~uirfe 
the 

a. developtin Ad structuriur, a 'esearch pz'c-rm, >r the T'l3. andMedium Industry sector in the PE. 
b. developing and atructuring a trainin3 pragtr-r, for Anlustrialconsultants and industrial research ftecialirts on Swmll ant 

Ndium Industry.
 
c. training a high level group of thtrty Brazilia profeasorta, researebspecialists and technicians to administer, coordinate and operate theCenter when USAID assistance is completed. 

UPCUSS11lEJ.
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The Center will be located in either eife, State of Pernambuco or at 
CaMSM Grne, State of Paralba. The site selection i8 now under study
in W ME. the Center is expected to start operation in rented quarters
on/or abot Jam 1970 and to have its own building complete with all 
facilities constructed and ready for use by April 1971. 

Over the eastimated four years of this project, it is anticipated Mst 
300 	 industrial consultants, 30 industrial research specialists and 30 
high level teaching spectalists (10 In research and 20 in training) will 
have bee) trained and will be operating in the NE carrying on the work and 
objectives of the mll and medium industry program. In addition, the Center 
is to provide the training program for ownern and manaSers of Small and Medium 
Industries. Three courses are to be given a year by the I1I in cacti of 9 NE 
States. Based on the courses piven by the NAT in 1969, the ra. ge attendance 
is 30 managers per course or a total of 810 per v Over the four-year 
period a total of 3,240 managers of Sift uill h-,e been trained. 

Over the same period, the Center's research progra. ..)il have pixvided data 
on the 514 sector in the NE delireating and ideuCpfyn priorities for 
investment in existing or new industries, obstaclur anAi difficult.es 
hindering development, the degree of efficiency In the ut..lioatLcai of capital, 
the labor and other inputs required for grow:th cud e:xpansion, the economic 
and financial problems peculiar to SMI in the M nnd 	th-2 posible solutions. 

At the end of the four years, SUDENE am) USAID expect the Center to be 
effective enough to continae its operations wthontc further assts tmce from 
USAID. 

V -	 COURSE OF ACTION 

USA!D will fund the services of a U.S. Drganlzatlon such as the Stanford 
Research Institute to provide: 

A. 	One long-term consultent (Chief of Party) wiLh brod e;:perience and 
competence in research, industrial planning ar<: dceilopmeri, of small 
and medium industries and two specialis s, one in research ,.vl om in 
training. During the initial 18 ruths of the project, tlh Chief of 
Party and the tvo specialists will, in cnllaborat ion with thc B-aktilian 
counterparts, develop a research pro,,r:i fov t *w.-Srmall n,( .1dium 
Industry Program of SU)E1. They uit[ aiio otnicturc a.tJ initiate a 
complete research training progrm uith course (xt!.Jne3 aind curriculum 
for 	the training of Brazilian research personn... 

MULASSIFIED
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B. 	 Vital trailng materials for implementing the training programe, and 
to facilitate reooarch. 

To ceipleumt the wo k of this Contractor, the Int'l Labor Office (ILO)
will provide to SUJlE a top-leval training specialist in small and
widim iahastry from the Pflsearch Institute for onn-ement Science of 
the 	University of Delft, Holland, who will join and work with the SRI 
contract group. Working in collaboration with the Chief of Party, the 
UMUD financed training specialists and the Brazilian counterparts
three trining programs will be designed tot 

I. 	 Train Brazilian industrial consultants required by the NIAI to 
provide technical and financial assistance to the Small and 
Medium industries of the NE. 

2. Upgrade the technical competence of SNI managers and supervisory 
perewoAel through programs to be sponsored and co.ducted by the 
NAI',i in each of the BE states. 

3. 	Train Brazilian profeasora, specialista anct recnn.clans to continue 
this phase of the work of the NE Training anJ esaearch Center upon 
tei.mination of the temporary series provided by international 
consultants. 

In support of the contractor, SUDENE, ONDE ad tDI will provide the 
necessary logistic support including office 5pace, cloosrooms, 
Brazilian equipment, secretarial. assistance, interpretoera when required, 
etc. as ell as a project coortinator, counterparts, a cadre of 30 
trainees to be trained as trainern, and any other personnel who may be 
required for effective Implementation of the project. In addition,the GM 

1will costs Brazil for the U,.S. andpay all transportation in 
Brazilian personnel workins on the program. USAID/Brazil will pay
the costs of the U.S. personnel and the training materialso and 
eqLipment purchased in the U.S. 

1?LUUICI( 
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