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low; (2)agricultural service institutions have been weak in planning and
 
administration; and (3)specific information on rural problems has been lacking.

Despite those limitations, foreign assistance has been associated with some
 
notable achievements in rural development in Brazil. 
 The World Bank (IBRD)

and AID have helped make major changes in rural transportation systems, and

have made important inputs to agricultural credit portfolios. AID and FAQ have

also helped train a substantial number of agricultural technicians. This has
 
strengthened many of the agricultural service institutions. But aid programs

have been much less successful in diminishing rural poverty; the landless rural
 
worker and the low-income farmer have realized little benefit from 20 years of

foreign assistance in Brazil. Institutional credit, income subsidies,

fertilizer subsidies, and benefits from farm mechanization have gone mainly

to the larger farmers. Land reform has not been achieved by aid agencies in
 
Brazil, nor has foreign assistance significantly increased Brazil's agricultural

research capacity. Viable programs which can direct resources toward rural
 
poverty, especially acute in the Northeast, must be developed by Brazilians
 
before foreign assistance can be of much assistance in this area.
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What Can Under-Developed Countries
 
Expect From Foreign Aid to Agriculture?
 

Case Study: Brazil- 1950-1970.*
 

By DALE W. ADAMS** 

During the past 20 years Brazil has experienced a good deal 
of change and growth in a major part of its agriculture. Until 
the mid-1960's output grew at an average rate of 4 to 5 per
cent per year (21, 29). Evidence is mounting, however, that 
since then growth has accelerated, with 6 to 9 percent being 
suggested by the Ministry of Agriculture for 1969-1970. Few 
countries currently have agricultural growth rates as rapid 
as this. There is little doubt that major changes in Brazilian 
policies, plus substantial foreign assistance for agricultural
development have played important roles in this acceleration. 

The following discussion focuses on the programs making 
up 325 million dollars obligated in foreign assistance to Bra
zilian agriculture from 1950 to 1970.1 An attempt is made 

* This study was sponsored by the Agency For International Develop
ment. The views expressed are those of the author, however, and not 
statements of Agency policy.

** Associate Professor of Agricultural Economics, The Ohio State 
University. Valuable assistance and comments were received from An
tonio Gayoso, Richard Newberg, James Robins,. , John Varley, Wayne
Schutjcr and Philip Schwab. They arc not rcsponsible for errors or 
conclusions drawn. 

I It should be kept In mind that a good bit of these funds have been
obligated, but not spent. A, of mid-1970, AID had disbursed only one 
percent of a 1966, $20 million fertilizer loan, and the Brazilians only
recently signed an agricultural research loan for $13.4 million author.
ized in 1969. As of mid-1970, the Inter-American Development Bank 
had moved less than $40 million of the $172 million approved for agri.
culture in Brazil. The World Bank has disbursed less than one million 
of its $40 million 1967 livestock loan. 
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to ouilllil Ow,prograllis Irdticl by 0hc l'orulgii ald age'II(hs
to e (cla(his .tsss(allce to 3'azilil policy, and filally tosuggest where folign assisulince Ilsor lha1s not nade 1 coll.
tribution lo agricultural developnient. Brazil is an interesting
case in this regard, and a study of' its programs sheds light 
on what other countries can expect from foreign assistance 
for agriculture. 

Brazil's Agricultural Development Strategy: 1950-1970 
It is generally recognized that agriculture played a vital role

in helping to create the substantial industrial base found in
Brazil in the early 1950's. Exports of sugar, coffee, cotton,and other agricultural commodities provided most of the capi
tal for this purpose [91. Despite the historical importance of
.this sector, Brazilian economic strategy during the 1950'splaced minor priority on atagricultural development. Most
tention was directed at further import substitution, industrial
ization, and inflation control. A number of the policies adopted
to treat these three areas, however, had serious adverse effects 
on the economic incentives for the agricultural sector. The
most important of these policies were food-price controls,
value-added taxes on agricultural products and inputs, limita
tions on food exports, protection for a high-priced tractor in
dustry, and import restrictions on other key agricultural inputs
[241.
 

Only feeble attempts were made by the Brazilians to upgrade agricultural services during the 1950's. The attention
given in this regard was mainly to improve marketing facili
ties and transportation systems. Agricultural production in
creased during this period largely 
as a result of the continued
opening of new land. Aside fIroi the buildup of' large coffee
surpluses and the regional distortions introduced by sugar

pricing policy, Brazil did not seriously suffrfron its agricul
tire policicz until tlhe early 1960's. 
 Food price pressures, large

",od imports, stagnart agriculItural exports, and a g(ncral
iwdown in agricuIllrai growtlhculnitatecd in the f'ood crisis
 

.. 62-1963. Part of' the slowdovn in agricultural growth
was due to further softening of' cof'rec prices and somie bad
weather. A number of' Brazilians became convinced, however,
that disincentive product and input prices, plus unavailability
of some key inputs were important factors contributing to the 



pool. pj(i't'loniaitC of' tIhe' agrIc ltliLt' secUtor, As ai resit' it, s i'
m in lil a'ly 1960's Brazilian govlrllVltl1nt policics showed 

a sha'p1 chaiugc in attitude toward a/griculttLire. 

These policy changes have taken several different forms. 
The most important has LdoubLtedly been the huge increase 
in the amount of institutional credit made avallahle to agri
culture during the 1960's. From 1960 to 1968 the dollar value 
of this credit, expressed in year-end balances, increased from 
Q,606 million to $1,417 million 11]. Credit increased as a 
ratio of gross agricultural product from .18 to .34. Since in
terest rates on agricultural credit ranged from 9 to 18 percent 
per year and inflation 25 to 85 percent per year during the 
1960's real interest rates were substantially negative. Al
though difficult to precisely calculate, it appears that an in
coie transfer of $100 to $200 million per year moved from 
the public sector to the borrowers of agricultural credit in 
Brazil via these negative interest rates during the 1960's. 
Since only a minority of Brazilian farmers have access to insti
tutional credit, and most of these are located in southern 
Brazil, credit policy has concentrated this income transfer. 

Another major policy emphasis during the 1960's was acti
vating a minimum-producer-price program especially in rice, 
corn, beans, and wheat. This not only provided some forward 
pricing advantages to the farmer, but it also-at least in the 
case of' wheat-gave farmers substantially higher price incen
lives. The increase in wheat production has been especially 
iml)ressive. With the exception of livestock, sugar, and coffee, 
agricultural price ceilings and export restricLions have now 
bIcen removed, and most Brazilian commodities are now price 
competitive in the world market. 

Sonie success was also achieved in the coffee diversification 
progran during this period, and with the additional help of 
kad weather and disease problems, the amount of coflee in 
storage has blcit substantially reduced. Adjustlents fi'wor
able to agriculture have also been made in value-added taxes, 
and a sizeable investment made in carrying out a land owner
%hip survey. Land reform, however, has been set aside and 
emphasis placed on colonization and opening new lands, 
e.zpccially in the Amazon. 

In many respects Brazil now has a fairly adequate set of 
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institutions servicing agriculture, a transportation system in 
rural areas which at least meets minim'xm requirements for 
development, and a good deal of capacity io plan agricultural 
development rather than simply react to individual crises. 
Brazil is rapidly changing from its traditional pattern of in. 
creasing agricultural production mainly through opening new 
land, and beginning to rely on more intensive use of land 
for this result. 

U. S. Agricultural Devclopmcnt Assistance in Brazil 
As shown in Table I, over the 1950 to 1970 period U. S. 

TABLE I 
U.S. AGENCY DOLLAR FINANCED PROJECTS FOR 

AGRICULTURE IN BRAZIL, 1953-19690 
(millions of dollars) 

Obligations Expenditures
Completed Technical Assistancc
 

Projects (Crants) $ 7,378 $ 7,378

Active Technical Assistance
 

Projects (Grants) 32,451 30,195

Capital Assistance Projects (Loans) 62,922 29,333 

* As of June 30, 1969. 
Source: Agency for International Development, Office of Controller, 

reports published under number W-253, various issues. 
Agencies lent or gave a total of $103 million directly for agri
culture in Brazil. This amounted to about one-fifth of U. S. 
Government project assistance (Table I). In addition, an 
equivalent of almost $00 million worth of local currencies gen
erated by Public Law 480 Imports and Program Loans were 
also channelled to agricultural programs (Table I1). At least 
some of these local currencies were net additions to what 
would have otherwise been used for agriculture. 

Significant U. S. inputs into agriculture began with the 
founding in 1953 of the joint U. S.-Brazilian administrative 
entity Escrit6rioTdcnico de Agricultura (ETA): a Brazilian 
agency responsible for coordinating technical and financial 
assistance to agriculture. While U. S. funds moving through
ETA were only 10 to 20 percent of the total, an American 
acted as co-director vith a Brazilian of ETA's activities. ETA 
differed from most scivicios set up during this period in other 
Latin American counlries in that U. S. l)articipation was only 
a small part of' total. The Brazilians also had a goodt deal to 
say about content and direction of activities, and a number 
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TABLE II 

YEARLY OBLIGATIONS AND EXPENDITURES FOR PROJECTS
 
IN BRAZIL, FINANCED BY U.S. AGENCIES
 

(thousands of dollars)
 

Fiscal Annual Annual
 
Year Obligations Expenditures


Percent Percent 
Total Agric. Total Agric. 

Before
 
rehru
 
1961 53,348 18% 42,771 19% 
1962 10,074 23% 10,364 1690 
1963 23,494 44% 10,550 15% 
1964* 71,661 11% 17,669 25% 
1965 119,444 13% 30,383 33% 
1966 80,219 4% 56,883 25% 
1967 89,410 46% 81,374 10% 
1968 74,386 17% 70,406 14% 
1969 12,435 30% 54,120 25% 

TOTAL 534,471 20% 374,526 19% 
First year in which loan data were included in projccts. 

"*Includes same data prior to 1953 so total is somewhat larger than 
hhown in Table 1. 
Source: Agency for International Development, Office of Controller, re

ports published under the number W-253, various issues. This 
includes reports on both technical assistance and capital as
sistance. 

TABLE III 

USE OF U.S. OWNED LOCAL CURRENCIES AND BRAZIL 
OWNED COUNTERPART FUNDS: 1959-1969 

(In $1,000 equivalents) 

Total Country Withdrawals 
Year Purpose Withdrawals forAgriculture 
1959 23,447 1,506
1960 0 0 
1961 2,906 0 
1962 0 0 
1963 507 0 
1964 28,303 1,759 
1965 102,683 20,040
1966 108,005 5,966 
1967 113,235 6,118 
1068 112,380 3,776
1969 68,726 20,236 

TOTAL 506,201 59,401 
Sources: Various Agency for International l)evelopment internal publi

cations. 
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(1l, liiii isil.lw agI it.h il iollu,1 In Irayl llIrouih whi'l i"TA
worked were Iaily vv'll ,,s1ahi is!I1 helore I'TA was formed.That is, some exclet siot activities w're ah'ca(dy UtIIervWay,agricul tural uiiversities w(,ll es lablisli.cd, agricultural crecl itsystem lairly widespread, and some agricultural research wasalready being done. 

Individual projects were the lasis or ETA's programs. Manyof these were carried out with state governments, but sonicwere Conducted with federal organizations, semi-ofrncial orprivate agencies. Aside from some extension programs, eachproject was largely autonon-o1us. Procedure wise, ETA received requests for technical assistance and then, on approval,provided some technicians, a little hardware if necessary, anda modest amount of expense money. By 1959, ETA haddeveloped 56 projects spread throughout the major agriculturalareas of 1Prazil, and employed almost 50 U. S. technicians toassist with the projects [3].
 
About a 
 thlird of the effort expended through ETA was directed at expanding agricultural extension capacity in Brazil;ETA helf.od establish all of the state extension services outside of Minis Gerais. The remainder of the projects treateda number of agricultural education and research topics, conservation issues, and crop and livestock production problems.

In retrospect these U. S. Point IV programs during the1950's, in addition to giving extension a major boost, appear:o have (1) helped to strengthen sonic Brazilian institutionalcapacity such as agricultural credit, research, cooperatives.ad the state secretaries of'agriculture; (2) hel1 )cd to introduce or substantially imlprove through demonstration someimportant agricultural techniques such as artificial inseminiation, extension training programs, livestock rations, and soilsresearch; and (3) helped to train a number of'Brazilians whonow ]told key positions in inistitutions servicing agriculture.As shown in Table IV,du'inL! the 1950's over 600 iraziliansreceived traiiing in agrici lt1urC through partiCilant training
programs, and by 1969 lhis figureBrazilians served on ETA's staff and a 

had tripled. Alnost 70
numbler o1' others wereetfpl)loyed as coin terl)arls with U. S. technicians. For example,in mid-1970 the top lirec men in the Ministry of' Agriculturein Brazil were alumni of' EA training progranls. 

http:lisli.cd
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TIABL, IV 

U.S. A(ENCY IINANCIoD PAIITICIIANT TR'IIAINEIS 
FRlOM IilIAZII., 1950.19694

Agrl'i'illurt 
I''ar Total Number % of 'Totl 

1950-1957 1,261 410 32%
 
1958 326 86 2G3%
 
1959 311 123 ,10%
 
1960 292 63 22% 
1961 294 50 17% 
19i62 230 51 22% 
1963 281 97 34% 
196,4 375 46 12% 
1965 586 137 23% 
1966 578 169 29%
 
1967 896 220 25%
 
1968 791 207 26%
 
1969 867 162 19%
 

TOTAL 7,091 1,821 26% 

fBy Fiscal Year arrival country of training. 
Sources: Agency for International Development, Office of International 

Training, "Report on Participant Training," (W-141) pub 
lished annually. Agency for International Development, Sta
tistics and Reports Division, "Operations Reports" (W-129) 
publishcd annually. 

The highwater mark of ETA's activities as far as U. S. par
ticipation was concerned was reached in 1959. The numbers 
or u.s. technicians began to decline from that point until 
tihe 1962-63 period. ETA, however, continued to sponsor 
adidtional projects and added a dozen or more between 1960 
.ind late 1964. 

During the period 1962-63, the Agency For International 
lX)velopment (AID) substantially changed the U. S. develop
imnnt strategy in Brazil. Program lending aimed at economic 
%labilization became the main aid instrument. In general, 
1his resulted in much more work with national agencies rather 
tian state organizations, e.g., the Central Balk, and the Min
ki11of' AgrictllturC. MINlIC inu1"0cillphasis Wi 1sO) plIcCI 
oil inlluencig naltionl policy through capital loans, lld less 
cinlihaisis placed on techntical assistaticc projvcts. Alloeation 
of cotili tcr);l gli i'ated Iby the ln'Ogl'alin Io,1S.I'un(d.1; findi
vill i'project hinos, and Puhlic Law 480 becmein quite im

l)Urtalnt. Te najor oljectiives of the new agricultural strategy 
ihlch evolved were the following: (1) to expind and ihprove 
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the activitics of1 the federal government in research, planning,
and administration of agricultural development, (2) to rapidlyincrease the production and marketing of agricultural com.modities, and (3) to help develop a strong set of agricultural
colleges which could support the above objectives. 

Most of AID's agricultural activities from 1962 to 1970 canbe grouped into five areas: rural credit, fertilizer supply and
market development, general agricultural policy, agricultural
research, and higher agricultural education. 

Rural Credit. As already suggested, the Brazilian Government began about 1960 to place major emphasis on sharplyexpanding the amount of institutional credit available foragriculture. As result, froma 1960 to 1968 the real value ofthe institutional agricultural loan protfolio grew at an annualrate of 17 percent. At samethe time overall credit in theeconomy grew at a rate of only three percent per year [1].Brazil clearly carried out a major structural change in itscredit system during the 1960's in favor of agriculture. Majoremphasis by AID on rural credit, starting in 1963-64, helpedto accelerate this change. Funds channelled to the CentralBank by AID for agricultural credit came mostly in the forimof counterpart funds from Program Loans and FertilizerLoans, totaling the equivalent of' $45 million from 19641969 [271. In AID 
toaddition, obligated almost one milliondollars in technical assistance grants to support the agricul

tural credit system. 
FertilizerPolicy. Expanding the marketing system for fertilizers during the 19 60's received almost the same attentionby AID as increasing rural credit. Two fertilizer import loansof $15 million (1964), and $20 million (1966) were major
elements in this program." In addition, a $14.8 
 million loanguarantee for construction of' an integrated fertilizer production and distribution system in the S~o Paulo 
area were also
 

part of this f'erlilizer pr(;gram.
 
Over the period 1960 to 1968 the average annual rate of 

growth in fertilizer use in Brazil excceded 11 percent [41. 

uVery littleo1 the 1966 loai has. been disbursed is of mid-1970, This
was mainly due to the requirement that 50 percent of the fertilizershilimitts had to be oi U. S. bottomis [8, pp. 29-33). 
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fherc was, however, a good deal of ycar-to-year variation since 
most of the fcrtilizer was imported and government import 
policy took several sharp changes. From 1953 to 1961 ferti
lizer was imported duty free and at very favorable exchange 
ratcs. With this strong price subsidy, increases in consump
tion of fertilizer during this period averaged almost 15 per
cent per year. In 1961 the preferential exchange rate for 
fertilizer was eliminated and food price controls were imple
meinted. The result was a substantial increase in the price of 
fertilizers in comparison with prices of most major agricul
tural crops [24, p. 231]. Little or no growth in total fertilizer 
use occurred until new policies were adopted in 1966. 

In April, 1966, the Brazilian Government with AID's as
sistance created an agency (FUNFERTIL) which provided 
credit at subsidized interest rates for fert!iizer purchases. Un
til late 1968 FUNFERTIL underwrote zhe full amount of the 
interest charges for fertilizer credit. This was then changed 
tu a subsidy limited to interest charges up to 14 percent. In 
1968, over three-fourths of thc fertilizer and lime sold in Brazil 
was assisted by this agency [4, p. 7]. This highly subsidized 
credit for fertilizer purchases, plus adjustments upward of the 
relative prices of a number of agricultural commodities re
suited in a very large increase in fertilizer consumed. Taking 
the subsidies into consideration, the ratio of fertilizer prices 
to crop prices declined from 166 in 1965 (19641 as 100)) to 
77 in 1968. As a result, the apparent consumption of chemical 
fertilizer more than doubled between 1966 and 1968 to nearly 
600 thousand tons. 

Over two-thirds of the fertizer consumed in Brazil is used 
in the Central states, mainly Sfio Paulo. In this area most of 
the commerical farmers now use chemical fertilizers. Almost 
all of' the rest is used in the Southern states. As with rural 
credit, mainly the large farmers located in the commercialized 
Central and Southern parts of the country are benefiting 
from the subsidy programs associated with Brazil's fertilizer 
program. 

There is little doubt, however, that as a result of past 
policy the niarket for fertilizer has bcen sufficiently ex
panded in Brazil to provide favorable economic possibilities 
for ,uge-scale internal production. AID's loan guarantee for 
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fill Ibis ipossilility. Tli,1 Planr, ll1 Ils il0 ld-I T7C.t11 o 
an(I it js hoped(Ilit CI(:InL'hlt.'l ilitrogen l)riccs ill Sa'L Iio'vill be reduced as I result. 
Higher Education. AID's assistance

educatiorI in 1razil has beCI 
to Iigher agricultural 

with 
Irgely made up by fLour COntract(sU. S. univerities to provide assistance to sonic of Brazil'sleading agi'iculturr colleges. About 20 millioni dollars hasbeen spent or programmedI by All) for these projects sI 8. 

The first university contract dates back to tile early 1960'swhen Purdue University became associatcd with the Rural University of Minas Gerais on a very modest scale. This programwas broadened in 1958, and tihe contracts with The Universityof Wisconsin and The Ohio SLate University in Rio Grandedo Sul and Sio Paulo inaugurated in 1963. In 1964 Tihe University of' Arizona began working in Ceardi. An average ofabout 40 American technicians have been involved in these 
contracts. 

The main objective of these contracts has been to help expand the capacities of Brazilian universities in order to trainagricultural technicians required for more rapid developmento1' the country's agricultural resources. In 1960 less thanthree percent of the students enrolled in higher education inBrazil were studying agricultural topics [22, p. 194). Withstrong B3razilian emphasis also being placedrather dramatic results have 
on this area,

been achieved in the past sixyears 118j. From 1962, to 1969, for example, undergraduateenrollment in the four Brazilian colleges assistedmost tripled by AID alfrom 1,112 to 3,159. Graduate enrollment increased from 51 to 221 over the same period. Brazilian staff'members with Masters degrees increased from 26 to 278, andthose with Pli.D.'s from I to 67 in same period. With thegrowth in graduate training, graduate research, especiadly intile social sciences, is becoming important. Not only are thegraduates providing tile Manpower. to itaff action agencies,but tie research is also (leveloping factual background formaking better policy decci ions. 
General Aricalla'al Policy. Although difficultinumbers to, All) placcd 

to assign
ligh priority on helping tile Braziliansreprove their agricultural devclopment policy. This was rather 
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st'VI'V, 'l't rlrll llillmtilig I1)10. Iric,S, vtasilig stnllt,rural 
taxt's, liberalizing Some' export policy, a(hlinig-itlonl'r product

prim certailty, all(d reducing the costs of, h pu ts, in ile slort 
lun,through subsidized credit. All of' these elements have 

blcome implortait inBrazilian policy. 

Agricultural Research. In 1963 USAID contracted with the 
Il lesearch Institute to provide techuical assistance to a

division of' the Ministry of Agriculture, Estrit6rio le Pesquisas
division of the Ministry of Agriculture, Escril6riode les'quisas
Cnrdilo e Assistencia Rural (ABCAR) with the purpose of 
establishing a nationwide program in research and extension.
Some 25 to 30 American technicians were employed under 
this contract. In addition, some attention -:as given to agri
cultural research through the four USAID-finaiced agricultural
university institution building contracts discussed earlier. 

An agricultural research loan for over $13 million proposed
by USAID in 1968 a... :'estructured in 1970 was an extension 
and expansion of these on-going grant programs. The main
objective of the loan was to significantly crank-up agricultural
research capacity in order to further stimulate intensification 
of Brazilian farming through .fertili7er use, adoption of im
proved varietics of crops, weed and pest control and mechani
cal improvements. 

Major considerations in this loan were (1) to increase EPE's 
capacity to plan and execute a national research program,
(2) substanti-dly expand EPE's cooperative research progrun

with university research ccnters through adidtional research
 
training, and (3) increase the input of professional research
 
assistance and research equipment into research on key areas.

Although approved by AID, this loan 
 as of mid-1970 had not
 
been signed by the Brazilians.
 

A Digression on the Northeast. As early as 19,12 the U. S.
Instituite for Intwr-Amcrican Affairs sUl)ported multimlillion 
dollar plogralmls ill(he Northeast illpublic health, iuiicrals
VX14horatloni, rulbCr growl g, irrigation, and rood lroduction. 
These prograins, however, were mainly or icited at helping to 
f',ed the thousands of' U. S. personnel stationed in the North
vast. Ashhe front some improvements it pub ic hedti and 
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regional air transportation, U. S. programs during this period 
had little lasting effect on the Northeast. 

Starting in 1953, several of ETA's technical assistance 
projects were located in the Northeast. These included exten
sion and extension training, agricultural credit, work with 
rubber and cacao, milk pasteurization, work with some plants
and animal problems, home economics, and some cooperative
activities. Less than five percent of the total U. S. aid effort,
however, was directed to the Northeast. From 1949 through 
mid-1960, only 140 of the total 3,000 Brazilians trained under 
the Point IV fellowship program came from the Northeast. 
In the period 1962-63 there was an increase from several agri
cultural technicians to about 12 assigned to the AID contin
gent stationed in Recife. Plans made for themwere to work 
closely with the regional development agency (SUDENE) in 
developing its activities rather than working on individual 
projects. These technicians, however, were never wired into 
SUDENE because of political issues, and by 1964, most of 
them had left the Northeast. During the next 6 years, aside 
from some benefits which filtered down from national pro
grams, AID did little more than maintain a presence in agri
culture in the Northeast. 

World Bank Activities (IBRD) 

By mid-1970 the IBRD had made only one loan directly for 
agriculture in Brazil, only six percent of IBRD's total loans to 
Brazil. This was a $40 million loan in 1967 for expanding
credit for livestock production. Because of the requirements
that positive real rates of interest be charged on credit granted 
from this loan, and detailed farm planning carried out, very
little of the funds have been used to date. Almost all of the 
remainder of the Bank's loans have financed power and com
munication development, plus emphasis on transportation 
systems. A recent study (1970) of the agricultural sector in 
Brazil by the Bank may, nevertheless, indicate an expanded
interest in this topic. Tentatively, the Bank is exploring sev
eral irrigation projects in the Northeast, some agricultural 
credit in the Northeast, and several settlement projects for
possible financing. IBRD's tentative projects carry pretty much 
a large farm flavor. 
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Aside from helping to provide better transportation systemsin rural areas, the Bank has not pursued any particular
strategy vis-a-vis agriculture in Brazil. 

The Inter-American Development Bank (IDB) 
Through mid-1970 IDB had lent $172 million to Brazil for11 projects which mainly serviced agriculture. This was about12 percent of IDB's total loans to Brazil. Except for one projectof about $31 million, these loans were aimed at expanding theagricultural loan portfolios of various financial institutions inBrazil. IDB has also placed some emphasis on supporting

regional development activities. Since IDB has not attemptedto program its overall assistance, but plans largely on a projectby-project basis, it is probably fair to say that they have notfollowed a pre-conceived strategy for agriculture in Brazil. Thegeneral impact, however, has been to support Brazil's drive tosubstantially increase the amount of agricultural credit. 
The Foodand AgricultureOrganization(FAO)

FAQ has been involved in about a dozen agricultural technical assistance projects in Brazil since the late 1950's. About
$10 million have been earmarked by the United Nations Development Programme for these projects. Several of these
projects have treated fishery development, and two of themregional development in the Slo Francisco river basin. Someassistance has also gone to a forestry school, a food researchcenter, research on pesticides, agricultural diversification,wheat production, and general agricultural education and research. Training has been an important byproduct of these
 
activities.
 

Accomplishments and Limitations of Foreign

Assistance to Agriculture


Reviews of foreign assistance programs to Brazil as wellas other aid recipient countries, suggest that it has generallybeen difficult to bring foreign resources to bear on agricultural
problems. This Is true because of (1) the low foreign exchange component typically included in rural projects, (2) theadministrative and planning weakness of agricultural serviceinstitutions, and (3) the lack of information on the specific
nature of rural problems. 
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Despite these limitations i'orcign assistance has been associ.ated with son7c notahle achievements in rural development in
Brazil. I BRD and AID, for exmnple, have helped make major
changes in rural transportation systems. It appears to be
relatively easy for foreign resources to have an impact here. 
IBRD, AID and ID13 have also made important inputs into
agricultural credit portfolios. Where an adequate rural banking system is in place foreign resources can rather easily help
expand credit. AID and FAO have also helped train a substan
tial number of agricultural technicians. This turnin hasstrengthened many of the agricultural servicing institutions.
AID has also had some success in assisting Brazil to approach
agricultural development in a more systematic manner. This was especially true with respect to input and output pricing
policy. 

Aid programs have been much less successful in a numberof other important areas. For example, foreign assistance has
had little impact o nthe rural poverty question. The landless
rural worker and the low income farmer have realized little
benefit from 20 years of foreign assistance in Brazil. Insti
tutional credit and the sizeable income subsidies associatedwith its use have gone to only a small part of the Brazilian
farmers. Fertilizer subsidies theand benefits from farm
mechanization have gone mainly to the larger farmers. Rural 
poverty in (lie Northeast has been little influenced by substan
tial foreign ossistance which has flowed mainly into Southern
Brazil. Land i-form, originally suggested by the Alliance forProgress as the major means of addressing rural poverty, has
been largely bypassed by aid agencies in Brazil. No viable 
substitute has been developed. 

Foreign assistance has also had very little impact on increasing Brazil's agricultural research capacity. 
 Only about 5 per
cent of the Budget of the Ministry of Agriculture Is directed
 
to research, and AID and FAO assistance to this area has
been very fragmented. AID agencies havu not been able to 
come up with die sustained level of effort needed to create 
a substantial agricultural research program. 

In addition, AID agencles have not been very active in
couraging a more rational 

cn
approach to rural credit policy.

Likewise they have paid little attention to helping Brazil de



CASE SILlDY: lIRAZII, - 1950-170 |(1 

sign policies to m1o1bilie part of the Increase in rural incomes 
11)finance part of the rural development eff'orts. It appears 
tlhat more of this should be done. 

In the next 10 years it is likely that foreign assistance to 
Brazilian agriculture will substantially decrease. There now 
appears to be little justification for concessional foreign as
,ii;lance to Brazil's rapidly changing commercial farm sector 
vhich is largely located in the South. Viable programs which 

van direct resources toward rural poverty especially in the 
Northeast must be developed by Brazilians before foreign as
sistance can be of much assistance in this area. 
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