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AGRICULTURAL DEVELOPMENT STRATEGIES IN BRAZII
= ) -1950-1970% k
by
Dale W Adams¥*
The Ohio State University
vIngroductiqn
During the past 20 years U. S. aid agencies as well as several
other internatiohgl‘asgistance organizations have been importantly
involved in agricultural development programs in Brazil. The discussion
which follows outlines the agricultural strategy pursued by the Brazilian
Government and the aid agencies during this period. In order to keep
the discussion relatively short, major emphasis is placed on detailing
ﬁhe programs of the Agency for International Development and its pre-
decessor agencies (AID). An attempt is also made to identify "success
areas" as well as issues which have not been adequately treated by past
strategies. Several suggestions are presented in conclusion with re-
gard to possible future involvement in a;ricultural development programs
in Brazil by.U. 8. aid agencies.
Most of fﬁe publications and documents reviewed in preparing this

paper are included in the attached bibliography (Appendix B). Interviews

with a number.of individuals closely associated with U. S, sponsored

*This study is part of the 1970 Summer Research Project sponsored by .
the ‘Agency for International Development, Bureau for Program and Policy -
Coordination. Additional studies of Ethiopia, Turkey, India, Morocco, = .

-and 'The Dominican Republic were also included in the Research Project, . .. -
Wayne Schutjer and Antonio Gayoso were responsible for the latter four- ..
studies, : ' : i

“#¥Much of the data included,kn\;his.papgt was;aasembled:bleohnAVatieyf“


http:number.of

pgagricultural activities in Brazil also provide a. good deal of \ntorma-

ffti“n;j Where possible, these individuals have reviewed the strategy

,:description for accuracy, they may or may not concur, however, in the

ficonelusion,drawn.ll v,

Brazil's Agricultural Development Strategy-' 1950 1970

It is generally recognized that agriculture played a vital role in

jﬂhelping to create the substantial industrial base found in Brazil in the

*learly 1950'3, Exports of sugar, coffee, cotton, and Other agricultural

;fcommodities provided most of the capital for this purpose [_20 7

. De itehthe historical importance of thia sector, Brazilian economic

'fatrategy during the 1950's placed minor priority on agricultural develop-
ffment._ Mbst attention was directed at further import substitution, indus-

:f;trialization, and inflation control. A number of the policies adopted

,'to treat these three areas, however, had serious adverse effects on the

‘zeconomic incentives for the agricultural aertor. The most important of

, Kthese policies were food-price controls, value-added taxes on agricultural

[,products and inputa, limitations on food exports, protection for a high~

~5fprice' tractor industry, and import restrictions on other key agricul-
jn;tural inputs / 48 7' L

ere m de'by the Brazilians to upgrade agri-
fjfcultural services during thevl950'a. The attention given in this regard
flfwas mainly to improving marketing facilities and transportation systems.

‘};Deapite this neglect, agricultural production in Brazil increased during

ifthe 1950'3 at an average rate of b, 7 percent pef-year / 46, p. 77.7. A

1j<goodlbit'of this increaae reaulted from the continued expansion in the

lEspecially helpful in this regard were nalph Hanscn, Johffkaufmann,
pRichard Newberg, James Robinson, and Philip Schvab :
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~extensive-land margin., Aside from the buildup of large coffee surpluses
aﬁd the‘fegionol distortions introduced by sugar pricing po};c&,’BrdZil “
did not seriously suffer from its agriculture policiec until the early
1960%s. ' Food price pressures, large food imports, séagnant agricultural
exports, and a general slowdown in agricultural growth culminated in the
food crisis of 1962-1963. Part of the slowdown in agricultural growth
was due to further softening of coffee prices and some 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 poor performance of the agricultural sector.
As a result, starting in the early 1960's Brazilian government policies
showed a sharp change in attitude toward agriculture.

These policywchanges have taken several different forms, The most
importaqt has undoubtedly been the huge increase in the amount of insti-
tutional credit made available to agriculture during the 1960's. From
1960 to 1968 the dollar value of this credit, expressed in year-end
balances, increased from $606 million to $1,417 million / 1 /. 4s a
ratio of gross agricultural product ic increased from .18 to .34/,
Since interest rates on agricultural credit ranged from 9 to 18 percent
per. year and inflatiqn 25 to 85 percent per year during the 1960's real
inte:est rates,ﬁéré auBstantially negative. Inputs purchased with this
credit weté,Aas a result, highly subsidized. Although difficult to pre-
cigely c#lculété, it appears that an income transfer of $100 to $200
million per year moved from the public sector to the borrowers of agri-

cultural credit in Brazil via these negative interest rates during the

'1/ This latter ratio compares favorably with that founy? o the U,
: and Taiwan. : ;
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;f1960'a. Since only a minority of Brazilian farmere have acceae to inati-
;gtutional credit, and moet of theae are located in southern Brazil, credit

,;policy has concentrated this inmome tranafer.n'

An'ther major policy emphasis during the 1960'9 was activating a
*minimum-producer-price program especially in rice, corn, beans, and

’[wheat.- Thia not only provided some forward pricing advantages to the

;er;abut‘it also‘-é at least in the case of wheat -- gave farmers

aaubetantially higher price incentivea. With the exception of livestock,
‘faugar, and coffee, agriculturai price ceilings and export restrictions
'.have now been removed. ‘

" Some auccesa was also achieved in the coffee diversification program
‘during thia period and with the additional help of bad weather and disease
problems, the asmount of coffee in storage has been substantially reduced.
'Adjuatmenta favorable‘tofagriculture have also been made in value-added
taxea,_and a/eizeableninveetment made in carrying out a land ownership
1§ur§§y;, In addition, the ‘Brézilians showed much wore interest in the
;latter“part:of,the 1960la in agricultural sector planning rather than

"s;npiy7:egct1qg tofindividual crises in agriculture.

: In l970‘the Brazilian Government programs continuedbto emphasize
nproduction increaaea and improved agricultural marketing. Land reform
vhas apparently been down-played and emphasis placed on colonization and

opening new lands, especially in the Amazon.

AID's Agricultural Development Strategy in Brazil

Between 1940 and 1953, the U, S. Government provided some technical
:,aasiatance to agriculture in Braril through several agreements dealing

fﬁwith apecific problems or phaaea of agriculture. Rubber research, a
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survey of agricultural institutions in Paranda and a survey of agricul-
tural colleges in Brazil were examples of these projects, About a dozen
U. S. technicians were in Brazil in early 1953 working with these activi-
ties. It is probably fair to say, nevertheless, that prior to 1953 U. S.
sponsored programs had little central thrust or strategy. |
Significant U. S. inputs into agriculture began with the founding
in 1953 of the joint U. S. - Brazilian administrative entity Escritorio

Tecnico de Agricultura (ETA). This was the Brazilian agency responsible

for coordinating most of the U. S. technical and financial assistance
directed to agriculture. While U. S. funds moving through ETA were only
10 to 20 percent of the total, an American acted as co-director with a
Bragilian of ETA's activities. ETA differed from most servicios set up
during this period in other Latin American countries in that U. S.
participation was only a small part of total. The Brazilians also had

a good deal to say about content and direction of activities, and a2 num-
ber of the agricultural institutions in Brazil through which ETA worked
were fairly well established beforevETA was formed. That is, some exten-
sion activities were already underway, agricultural universities well
established, agricultural credit system fairly widespread, and some agri-
cultural research was already being dome.

Individual projects were the basis of ETA's programs. Many of these
were carried out with state governments, but some were conducted with
federal organizations, semi-official or private agencies. Aside from
some extension.programs, each project was largely autonomous. Procedure
wise, ETA received requests for technical‘assistance and then, on approval;.

provided some techniciana, a little hardwavre if necessary, and &8 'm dest

amount of expense.moneya By 1959, ETA had- developed 56 projects
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'fthroughout the major egriculturel areae of Brazil and employed almost
}50 U‘*S. technicians to aseiet with the projecte L 6_7. |
' About a third of the effort expended through ETA was directed at

.expending agricultural extension capacity in Brazil. In fact,

fﬂETA helped establish ell of the etate extension eervicee outside of
jMinee Gereie. :The remainder of the projects treated a number of agri-
i;culturel education and reeearch topics, conservation issues, and crop
;and liveetock production problems.

In retroepect, during the 1950's these U. S. Point IV programs in
Breeilpiin‘edditionnto giving extension a major boost, appear to have
accomplished the following:

1 ikl) ++o.helped to significantly strengthen some Brazilian insti-
>tutioneldcepecity: .8, agricultural credit, research, cooperatives,
1end_theretate.eecreteriee of agriculture.

.(2) «++shelped -to introduce or eubetentially improve through
pdéﬁohetrdtion some important agricultural techniques; e.g., artificial
ineemination, extension training programs, livestock rations, and soils
reeeerch, end

k'(3) .+..helped to train a number of Brazilians who now hold key
‘poeitione in inetitutione eervicing agriculture. During the 1950's

;over 600 agricultural’farticipante received training under this program

(Appendix A, Table 4);» Almoet 70 Breziliane served on ETA's staff and
a number of othere were employed ee counterparte for U. S. technicians.

*For example, in mid-1970 the top three men in the’ Minietry of Agricul-

‘ture{:n Brazil were elumni of ETA training programs.~
The highweter mark of ETA'B activities as- fer as U, S. participation

_wee concerned was rcached in 1959.' The numbere of U.,S.'techniciane



-7n

began to decline from that point until the 1962-63 period. ETA, however,
continued to sponsor additional projects and added a dozen or more between
1960 and late 1964.

During the period 1962-63, AID substantially changed its develop-
ment strategy in Brazil. Program lending aimed at stabiligation became
the main AID instruﬁent. In general, this resulted in much more emphasis
being placed on work with national agencies rather than state organiza-
tions; e.g., the Central Bank, and the Ministry of Agriculture. Much
more emphasis was also placed on influencing national policy through
capital loans, and less emphasis placed on technical assistance projects,
Allocation of counterpart funds generated by the program loan, individual
project loans, and PL 480 became quite important. The major objectives
of the new agricultural strategy which evolved were the following:

(1) to expand and improve the activities of the federal government in
regsearch, planning, and administration of agricultural development, (2) to
rapidly increase the production and marketing of agricultural commodities,
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 can be
érouped 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 sharply expanding the amount of institutional

credit available for agriculture. As a result, from 1959xtoy;96§;fﬂfailﬂ

loans in real terms from institutional sources inéf@éﬁgd;ﬁ}aﬁbfﬁ?ﬁ““
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fﬁthor emphasis by AID on. rural credit, atarting in- 1963 64 helped to
{;accelerate thia credit expansion. Funds channelled to the Central Bank
‘ﬁby AID for agricultural credit came mostly in the form of counterpart
from Program Loan and Fertilizer Loans, totaling the equivalent of $45
willion from 1964 to 1969 /527, TIn addition, ATD obligated almost one
million dollars in technical assistance grants to support growth in the
,vagricultural credit ayatem.

| Aa polnted out earlier, the ratio of agricultural credit to gross
agricultural output increased rapidly from 1960 to 1968. Also interest-
‘lngﬂto note is the fact that the real value of the institutional agri-
cultural loan portfolio in Brazil grew at a rate of 17 percent per year
while overall credit in the economy grew at only a rate of three per-
cent jfl;?. With AID's support, Bracil clearly carried out a major
structural change in its credit system during the 1960's in favor of

agriculture.

Fertilizer policy

Expanding the‘marketing system for fertilizers during the 1960's has
received almost the same attention by AID as increasing rural credit.
Two fertilizer import loans of $15 million (1964), and $20 million (1966)
were major elemente~in tnla'program.l/ In addition, a $14.8 million loan
and a,$18.1fmilllon"ldan”gnarantee for comstruction of an integrated ferti-

pltzei ptodnoﬁion and dlsffiﬁution system-in the Sao Paulo area were also

:fpart of this fertillzer program.
o ’0ver the period 1960 to 1968 the average annual rate of growth in

;Tfertilizer use in Brazil exceeded 11 percent [ 8 7 There was, however,

Qul/ Very 11tt1e of the 1966 loan has been disbursed as of mid-1970. This
' *.was wainly due to the requirement that_50 percent of the fertilizer
- shipments had to be on U. S. bottoms L 19, pp. 29-33_/.



-9-

a good deél of year-to-yeér variation since most of the férf@ltzer was
imported'éhd government input policy took several sharp_cﬁanébs. From
1953 to 1961 fertilizer was imported duty free and at very favorable
exchange rates, Wiqp this strong price subsidy, increases in consumption
of fertilizer during this period averaged almost 15 percent per year,

In 1961 the preferential exchange rate for fertilizer was eliminated and
food price controls were implemented, The result wés a substantial
increase in the price of fertilizers in comparison with prices of most
major agricultural crops / 48, p. 231 7. 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 encouragement
created an agency (FUNFERTIL) which provided credit and subsidized interest
charges for fertilizer purchases. Until late 1968 FUNFERTIL underwrote
the full amount of the interest charges for fertilizer credit. This was
then changed to a subéidy limited to interest charges up to 14 percent.
In 1968, over three-fourths of the fertilizer and lime sold in Brazil
was subsidized by this agency [fB, P. 7;7. This highly subsidized credit
for fertilizer purchases, plus adjustments upward of the relative prices
of a number of agricultural commodities resulted 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 (1964
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 ferﬁilizer consumed in Brazil is used in

the Central states, mainly Sa@o Paulo. Almost all of the reaé‘isgdsgﬂfu_

in,the‘sbu€he:n states. As with rural creﬁlt, maiqu‘ghggiégg§§f§§ﬁé
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;located in the commercialized Central and Southern parta of the country
fare benefiting from the aubaidy programa associated with Brazil's ferti-
{lizer program. i W 4_" N | .‘ |

e There ia little doubt, however, that as-'a result of paat policy the
’market for fertilizer haa been sufficiently expanded in. Braail to provide
favorable economic poaaibilitiea for large-acale internal production.
iAID'a loan guarantee for ULTRAFERIIL'a plant in Central Brazil was aimed
at partially filling thia possibility. The plant came on atraam in mid-
:1970 and it is hoped that elemental nitrogen prices in Sdo Paulo will

.be_reduced by-at leaat.aaquarter as a result,

‘Higheraeducation
o albia,aaaiatance«to,higher-agricultural education in Brazil has
beenjlargely made up bylfour contracts with U. S. universities to pro-
v1erg§sistanqe tovaomeiof7Braai1'a leading agricultural colleges. The
£irat‘univeraity contract dateahback to the early 1950's when Purdue
ﬂniveraity became‘aaaociated vith'the Rural University of Minas Gerais
on a very modeatdacale. «Thiadprogramrvaa broadened in 1958, and the
,contracts with :he~ﬁn1vér§1ey’of Wisconsin and the Ohio State University
in. Rio Grande do Sul and S@o Paulo inaugurated in 1963. In 1964 The
.Univeraity of Arizona began working in Ceara. An average of about 40 American
technicians have been involved in these contracta.

| The main objective of theae contracts haa been to help expand the
‘capacitiee of Brazilian univeraitiea in order to train agricultural tech~
;niciana required for more rapid development of the country 8 agricultural
‘resourcea. In 1960 leaa than three percent of the atudents enrolled in

higher education in Brazil were etudying agricultural topica.L 46, p.'194 7ffj*

:With strong. Brazilian emphaaia aleo being place aon this area, rathertit,rijffd
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dramatic results have been achieved in the past six years Lf4q;7. From
1964 to 1967, for example, enrollment in the four Brazilian collegcs
assisted by AID increased by over one~-third. The number of gradcates
increased by an even larger percentagae. In three of the four colleges
graduate training programs have been déveIOped, and a significant number
of graduates have started to emerge. As a result, graduate research,
especially in the social sciences, is becoming-important. Not only are
the graduates providing the manpower to staff action agencies, but the
research is also developing factual background for making better policy
decisions. |

AID's participant trainee program has also made a contribution to
improving higher agricultural educacion in Brazil. From 1950 to 1969,
1,821 of a total 7,091 participant trainees were financed by AID for
training Iin agriculture (Appendix A, Table 4). A number of these parti-

cipants are now associated with agricultural colleges in Brazil.

General agricultural policy

Although difficult to assign numbers to, AID placed high priority
on helping the Brazilians improve their agricultural development policy.
This was rather personalized. It included "nationalizction“ of the
extension service, freeing most farm output prices, easing sohe rural
taxes, liberalizing some export policy, adding-in more’product price
certainty, and reducing the costs of inputs, in the short runm, fh;ough
aubsidized crédit. All Qf these elements have become important in

B?qkilian‘pOIicy.

Agricultural tesearch

In 1963 USAID contracted with the IRI Research Ins 1t

technical assiatance '13'“



iEscritorio de Pesquisas e Experimentacao (EPE) and the Associacao

jBrasileira de Credito e Assistoncia Rural (ABCAR) with the purpose of

lextablishing a nationwide program in research and extension. Some 25

to 30 American technicians were employed under this contract. In addi-v'
,tion, some attention waa given to agricultural research throughithe fourk.
;USAID-financed agricultural university inatitution building contracts A:f
Ediscussed earlier.p\ o ’ :’ ‘ .'“ y | ; L A’

| An agricultural research loan for over $13 million proposed by USAID
on-going ‘grant programs. The main. objective of- the loan was to. significant]
~crank-up agricultural research capacity in order to further: stimulate
intensification of Brazilian farming through fertilizer use, adoption of
-improved varieties of crops, weed and pest control and mechanical improve-
ments, |

, Major considerations 1in this loan were (1) to increase EPE's capacity

to: plan and execute a national research program, (2) substantially expand
‘EPE*s coOperative reaearch program with university research centers
‘through additional ‘research training, and (3) increase the input of
;professional research aesistante 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. .

PL 480 Programs

‘azil had imported elmost 800 million dollars worth of PL 480

commodities by mid-l969 (Appendix A, Table 5) Only Yugoslavia,~India,

Pakistan;hand Korea have taken larger amounts.ﬁ PL 480 sales made up

'almost three-quarters of the total value of U. S..agricultural exports

;to Brazil during the 1954 to 1969 period. :{7;,¢lj?};7_§;f::frgi‘ijfh
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‘FEAlmoat a11 of ths sales-for-local currency ($474 2 million) and -

;gfthey:ollar sales ($90 6 million) were made up by wheat. Sixty percent
7»]of the local currencies generated by these sales have been lent to

'J'various government agencies in Brazil for development projects, ‘twenty

: ,percent hes gone out in development grants and the remainder spent to

: ’°°ver,U- S- expenses (Appendix A, Table 6).

f.;fPrior to 1967 less then ten percent of the U. S. owned currencies

3jgenerated by PL " 480 programs in Brazil, however, were spent on agricul-
‘ture.(sppendix'A, Table 3). This was mainly made up of grants for local
‘prbjectsfandiseveral local currency loans made for agricultural purposes.
Sincefl967;awhen-PL 480 agreements were shifted to long-term dollar sales,
.a1m¢s;fa11 local currencies generated by PL 480 roles have been reallocated
Within‘the Brazilian budget for agricultural purposes. |
Four-fiftha of the PL 480 imports for disaster relief and voluntary
relief agencies have gone into school lunch or child feeding progrems,
and the remaining one~-fifth used for special economic development projects.
It-is'not’clear what total impact PL 480 has had on Brazil's agricul-
<tural development strategy. On the one hand it lessened some pressure
during the 1950'3 and .early 1960's for the Brazilians to seriously address
‘some agricultural problems. But, at the same time it provides Brazil with
concessional wheat imports, a large part of which would probably have
gbeen commercially imported anyway. Brazil appears unable to substitute
iﬁinternal production for these imports. Only a small part of the local
l~currencies generated«by‘PL 480 in Brazil have been lent or granted for
,;projects in agriculture. There has, therefore, probably been only a

151itt1e positive contribution in this regard The - availability of ‘PL 480

ielocal currencies has enabled AID ‘a8 well as Brazilian;
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7}sector hey were likely helpful‘fhjll“Aﬁfff"?:ﬁ;“t i L

Q'A:digression on the Northeae |

As early as 1942 the U. S. Inatitute for In &-American Affairs

‘1aupported multimillion dollar programa in the Northhfst in public health,
;minerale exploration, ubber growing, and food production.L 44 7' Some .
;;attention waa also paid to- irrigation. This program, however, was
fmainly oriented toward eaelng the immediate repercusaiona of the war
'feffort. Expanded food production was. needed to feed the thousands of
;U. S personnel stationed in the Northeaat. ‘Aside from some improve-~
,mente in public health and regional air. transportation, U, S. aid pro-
fgrame during this period had little lasting effect on the Northeast.
Starting in 1953 several of El\'a ‘technical assistance projects
;were 1ocated in the Nbrtheaat. Theae included extension and extension
j:training, agricultural credit, work with rubber and cacao, milk pasteuri-

fna{ion, work with aome plantafand animal problems, home eéconomics, and

jsome cooperative activitiee' Leas than five percent of the total U, S.

laid effort however( ,d to the Northeaat. From 1949 through

lmid-1960 only 140 o tota1»3 000 Brazilians trained under the Point

fIbvfellowship progre camkffrom the Northeast. In the: period 1962 63
: rea. ’:‘,aeveral agricultural technicians to about 12

;aaaigned to»the AID contigent atationed in Recire. Plans were made for
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“6fP£ﬁesé:ﬁeehnicians had left the Northeast, 'Until 1970 AID did little
nmore than maintain a presence in agriculture in the Nbrtheast. SQme
impact on the N, E, did filter down through AID‘Work'with‘naticnel

agénciee, however,

World Bank Activities (IBRD)

By mid-1970 the IBRD had made only one loan directly for agricul-
ture in Brazil -~ only six percent of IBRD's total loans to Brezil.
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
communication development, plus some 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. Tenta-
tively, the Bank is exploring several irrigation projects in the North-
east, some agricultural credit in the Northeast, and several settlement
projects for possible financing. IBRD's tentative projects carry pretty
much a large farm flavor.

Aside from helping to provide better transportation systems in
rural areas, the Bank has not pursued any particular atrategy vis-a-vis

agriculture in Brazil.

The Inter-American Development Bank (IDB)

Through n1d-1970 IDB had lent §172 million to Brasil for 11 pro-

jects which mainly serviced agriculture (Appendix A, Table 7)

vaa about 12 percent of IDB'e total ]oans ro Brazil.» gxcepJ;fgr_‘n
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fprobably fair to eay that they have not followed ‘a pre-conceived strategy
ffor agriculture in Brazil. The general impact, howevar, hae been to sup-
,port Brazil'e drive to eubstantially increaae the amount of agricultural

dcredit.

ﬁilhe'?ood and Agriculture Organization
:~FAD*Haewbeen involved in about a dozen agricultural technical assis-

itence projects in Brazil eince the late 1950's. About $10 million have
Qbeen earmarked by the United Nations Development Programme for these
projecte (Appendix A, Table 8) ‘Several of these projects have treated
fienery development,tand,two of them regional development in the San
:Francieco river‘baein; Some assistance has also gone to a forestry
school a food research center, ‘research on pesticides, agricultural
vdivereification, wheat production, and general agricultural education

,and reeearch.

riculture

1’pT_Summa" of Forei‘n Aeeiatance to Brazilian

':> Ae can be noted in Tablee l 7, and 8 in Appendix A, aid agencies

}hav"obligated a subetantial amount of reeourcee to Brazilian agricul-

{:;reﬁover the past 20 yeera.L- ATID haa given or lent over $100 million

j[_ It ahould be kept in mind that a good bit of these funds are still
' ‘_’in pipeline. As of wid-1970, AID had disbursed only one percent of
;,ﬂita 1966, $20 million fertilizer loan, and the Brazilians have been
= . slow in signing the 1968 agricultural research loan for $13.4 million.
.. .As of mid-1970, the Inter-American Development Bank had moved less
. “than $40 million of the $172 million approved for agriculture in
/. Brazil, The World Bank has disbursed less than one million of its
-~ $40 million 1967 livestock loan.



-17-

directly forvagfieuigure; IDB $172 million, IBRDV$40:million, and FAO
$1d’miliion'-- e;total of $315 million. In addition, AID has directed
the equivalent of almost $60 million worth of local currencies to agri-
culture which have been generated by Program Loans or PL 480 (Appendix
A, Table 3). Certainly, at least some of these local currencies were
net additions to what would have otherwise been used for agriculture.
The institutions which have been strengthened, the participant trained
and the policies changed through aid agency assistance have also been
substantial although difficult to quantify.

The main weight of the aid agencies' programs have fallen on agri-
cultural credit, strengthening various agricultural service institutions,
and especially in the case of AID, assisting Brazil with changing some
agricultural policy.

Understandably aid agencies have failed to treat successfully a
number of idsues in rural Brazil. AID, IDB, and FAO contributions to
agriculteral regearch facilities, for example, have been very fragmented.
While some individual success stories can be found where Brazilian agri-
cultural research has been substantially improved, overall the results
have not been impressive. Brazil does not have an agricultural research
setup which can reinforce and institutionalize technological change.

Almost no progress has been made on land reform.

Little improvement has been made in rural primary and secondary
educational opportunities.

In general, aid agency programs have had little impact on rural
poverty. Brazilian agricultural development policy along with aid;
agency,suppott has had its largest impact on large comnercial farﬁetsf

Aid agencies also have been unable to make. significant 1nroahl

the 1mmense agricultutal problems of Nbrtheaat Brazil...f g




, Current ricultural Situation in Brazilv

ﬁlﬁf7vBy the late 1960'8, Brezil had laid an institutional and technolo-

{éiiaﬂfbnse for rapid agricultural development.s Output of agricultural
}conmodities has increased very rapidly the. past couple of ‘years, Trans-~
?portation systems in meny areas have been substantially improved, changes
ifavorable‘to agricclture:have'been mede in taxing systems, much more
;egricuitural creditfiqunoﬁ aVailabie, coffee production is in much better
balence,/1 input and output pricing policy have been rationalized a good
'deal, andvin generai; agricﬁltnral'commodities in Brazil are competitive
priceeiee in the’international market. The use of fertilizer has been
rapidip;expanded, the fertilizer marketing system inflated, and competitive
internelyfertilizer producing facilities built. Higher education in
'sgriculture has been substantially improved, a national extension service
_organized“end well underway, and the Ministry of Agriculture significantly
‘strengthened. Especiaily in the Central and Southern parts of Brazil
nejor amounts of land have been recently shifted from extensive livestock
prodnction to intensive‘crops. Mechanization plus a number of other
ét3§h9°1°81¢91 changes ﬁave been widely adopted with this shift. There
ais;sone'evidence to suggeet thst the decrease in agricultural growth rate
experienced during the early 1960'9 has been reversed, and that intensive
:rather than extensive margine are now starting to provide an increasing
;ipart~of“the increased output.

i{‘v' Despite the above-mentioned progress, rural Brazil still has some

fmajor problems.< Probably the most pressing issue is that development

;programs to date have hed little impact on rural povcrty igsues., That

s, gricultural development has occurred, but rural development hes not.

.ll .

nf[L;fThe coffee ruet which"ppeared in 1970 may pose;;

. serious threat to
coffee production.fjguhr R
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Institutional credit and the sizeable income subsidies which have been
associated with its use have gone to less than one-third of the'BraZilian
farmers. Fertilizer and the subsidies tied to its use have gone to an
even smaller group, mainly concentrated in the S3@o Paulo area. Likewise,
subsidized farm machinery has been suitable mostly for large farms.
Educational possibilities for most of the rural poor have not materially
improved over the past 20 years. If anything, there is now a substan~
tially larger number of rural children who receive little or no education
than was true 20 years ago. Health and nutritional conditions have
likewise improved little for the rural poor. While Brazil has set up
rather impressive land reform machinery, for various reasons starters
and fuel have not been provided.

Another major problem area is closely related to the above discus-
sion., That is, the abject poverty found in the rural areas of the North-
east (N.E.). This area contains the largest rural slum in Latin America,
and per capita incomes are'only one-fifth that of southern Brazil. Few
of the positive aspects of agricultural development discussed earlier
have fallen out or trickled down to this area, Despite substantial price
and tax concessions, the N.,E. sugar industry is still unable to compete
with producers in the vest of the country. Very few of the investments
induced by special tax concessions have helped the rural area in the
NE. L Very little of the expansion in fertilizer and credit usage
and improvements in institutions servicing agriculture occurred in the
N.E. Food imports into this area have increased, and little has been

realized from the substantial investments in water control systems scat-

[_ The size of the annual capital transfer from other parts of Brazil _

~ into the Northeast through tax concessions and other policy" instru-

ments has exceeded capital transferred by the U. 8. annually to Latini_ :
‘America under the "Alliance for Progress." ' ,
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fftered,throughout thia region.v Aa noted earlier, to thie point. aid

f agenciea ae well ee the Brazilian Government have been unable to aigni—'
?jificantly treat the rural problems of the N E. -

’v{i A final problem area ia the relatively poor state of Brazil'a agri-
ffcultural research capability. Only about five percent of the budget of
;:the Miniatry of Agriculture ie directed to research. The research capa~
. city of'the collegea of agriculture'and state secretaries of agriculture
are likewise generally poorly developed. Bragil has only a couple dozen
Ph, D.'s engaged in agricultural research while the U. S. has approximate
20,000, '

In the past, Bragzil has: been able to realize agricultural growth
through putting more land into cultivation, adjusting price incentives,
providing more credit, stimulating fertilizer use, and encouraging
wechanization. A major part of future agricultural growth will likely
be determined by creating and adapting, through research, new technologie
appropriate for Brazil. The cerrado-aoils-probleme are a good example
of this point. A major part of the soils in the interior of Brazil have
soil chemistry problems which sharply limit their economic usage. Proble
with pH are common in cerrado soils, major plant nutrients are often
lacking, and some micro—plant nutrient problems also exist. While some
research on theee aoile has been done, especially in Gentral and Southern
‘Brazil only a handful of technicians acattered throughout Brazil are
' currently working part time on this issue. The results from research
iaefforte on developing new wheat and rice varieties -- far less complex
;;isauee then cerrado aoila - etrongly auggeat the value of concentrated,

feuetained reeearch efforta.
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‘hRQcommendatione for Future AID Strategy

During the past 20 years Brazilian agriculture has made substan-
tial advances., AID and several predecessor agencies have been closely
associated with major elements in this progress: the extension nervice
agricultural credit, fertilizer, higher education, training of agricul-
tural technicians and administrators, pricing and taxing policy, and
development of institutions serving agriculture. This progress, couple
with substantial amounts of funds in pipeline for Brazilian agriculture
suggest that a new look at AID's agricultural development strategy in
Brazil may be in order.

For purposes of discussion, a series of suggestions follow:

(1) Has agriculture developed in the southern half of Brazil to
the point where little further involvement of AID in this area can be
justified? If Brazil were two countries and divided at the 18th paral-
lel, could AID justify to Congress giving concessional assistance to the
Southern portion / 50 77

Per capita incomes in rural areas of the Southern half of Brazil
are probably four to five times that of the N,E. In an attempt to
aase this, the Brazilians have transferred substantial amounts of capi~
tal from the south to the north through various tax concession arrange-
ments and preferential prices for sugar in the N,E, Yet, AID's agricul-
tural program has had most of its impact in the South through fertilize:
and agricultural credit.

(2) 1If AID were to conceﬁtrate its agricultural programs in the
N.E., what types of activities might this include? A major reason for
most of AID's agricultural assistance going to the South has been the

lack of institutional absorptive capacity for assistance in the N,E,
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;Enespite diligent efforta on the part of AID officials in’ the N.E.foVér‘
f‘the paet 10 to 15 yeare, major channels for capital assistance to agri-»
diculture have not Opened up. With the benefit of 20~20 hindeight, AID
’may have made a tactical mistake in trying to channel wmost of 1te techni-~
cal assiatance to agriculture through SUDENE 1n the early 1960'3. It

d might have been better to work on strengthening six or eight different
agricultural or rural institutions with the objective of having several
of these grow to the point where they could absorb significant capital
assistance.

Land reform in the N,E, should remain a priority issue with the
Mission, and at appropriate times all support possible should be provided
to GERAN and/or other land reform agencies. Much more strength in a
number of other agricultural institutions will be needed, however, to
make substantial changes in N.E, agriculture, To further institutional
development in the N,E,, additional technical assistance muscle might
be associated with appropriate agricultural credit agencies, the new
land reform and colonization agency, several additional colleges of
agriculture, the extension service, and/or the state secretaries of
agriculture,

(3) Should the emphasis on increasing agricultural output in Brazil
be . downgraded in AID'a programa and higher priority placed on equity
issue, eepecially regionel equity? AID has never seriously addressed
the rural poverty ieeue 1n Brazil.

(4) If AID were to concentrate its agricultural activities in the
,N.E.,_what programa in the South might complement this emphasis? Over
ﬁfthe next ten yeara the N.E. will need a large increase in the number of

fiﬁ&?@?“lt“?al techn;cians. Agricultural colleges in the N,E, are poorly



equipped at present to provide high.quality people. Would it ba pqasibia
to establish a program for training a large number of agriculturﬁl college
students from the N,E,, especially at the graduate level in Vigosa,
Piracicaba, aﬁd Rio Grande do Sul? Could modest amounts of additional
money also be provided to these students so that they could do their
graduéte research in the N,E, with the support of staff from Vigosa,
Piracicaba, and Rio Grande do Sul. This would begin to provide research
necessary for action agencies in the N,E, Can "sister institution"
arrangements within Brazil help to facilitate this process?

(5) In line with the above suggestion, AID along with the U. S.
and Brazilian universities involved should begin to discuss the types
of relationships which should be considered during the next ten years
in AID's higher agricultural education program, At present the contracts
with four U. S. universities are all set to expire by 1973. Some pre-
liminary thought has been given to having several of the universities
participate in the pending agricultural research loan, but it does not
appear that much else has been done.

Would it be desirable to try and arrange for long-term relation-
ships between the universities involved? Could the program now be
changed to more mature type arrangements: visiting professors, exchange
of graduate students, joint research, community of scholars. Can the
U. S. universities now make a contribution of helping to develop research
capacity at their host universities as well as sharply expanding :tha graduate
training program,

(6) A good deal of the future expansion of agricultural production
onto under-utilized lands in the interior of the N,E, will depend on

resolution of cerrado soils problems., Should AID a;gamyt;to;héiﬁéaé?élppv };g;
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ja major resoarch contor in the Southarn or Contral part of Brazil to

f:tre”t those cerrado soil isauaa? Or, wouli_the‘fanter be located betterT”

.>(7);If AID and other international agencies should decida again to-
?hoavily support agricultural oredit programs in Brazil somo major o
}adjustmonts should be soriously considered. Briefly, theae are. a) ‘make
“arrangements for aaauring a pasitive real’ rate of intetout ‘on agrioul-
tural loans, b) if highly subsidized credit continues, re-ration credit
~80 that small farmars can share in the largess, and ¢) strongly suggest
to the Brazilians thot more of their agricultural credit should come
from voiuntary"savings mobilized out of the rural area. At present,
1ittle or no econcmic incentive is provided'for rural individuals to
inatitutionalize their savings. Especially in the Central and Southern
perts of Brazil whero rural incomeo are significantly increasing, these

mobilized savings might provide a large part of future credit needs.
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Appendix A

Table‘lt ~ .I b, Dollar Financed Tbchnical Assistance and Oapital Assistance Project
s o for Agriculture in Brazil 1953- 1969*

Project Title Yeark*  QObligations Expenditure
: ($1,000 U. S, Dollars)
Completed Technical Assistance Projects (Grants)
Technical Assistance Support Aﬁtlvity 1953 1,044
Regional Agriculture 1957 6
Workshop-Womens Rural Life 1958 9
Agriculture Economics & Cooperatives 1962 217
Agriculture Production & Marketing 1964 14
Agriculture Advisory Service 1964 €01
Agriculture Service : 1965 2,653
Agriculture Research & Extension N.E, 1965 83
Rural Extension Service Improvement 1965 235
Colony & Resettlement N.E. 1965 27
Water Research N.E. 1965 95
Fertilizer & Insecticide Demonstration 1965 210
Land & Water Resources Group 1965 2,132
Food Distribution 1966 358
TOTAL 7,378

Active Technical Assistance Projects (Grants)

Agricultural Education , 1953 14,138 12,923
Frontier Homestead Program 1963 595 590
Tape Mapping 1963 1,709 1,704
Water Development & Irrigation 1963 133 130
Meterological Data Collection 1963 49 49
Migration & Resettlement 1963 72 72
Well Testing Rehabilitation 1963 65 65
Sugar Zone Modernization 1963 863 458
Agriculture Research 1963 9,837 9,454
Improved Price Support 1963 1,328 1,302
Expansion & Improvement of Agriculture: 1963 892 830
.Egtablish Nationwide Market News 1963 247 210
Development of Agriculture Cooperatives 1963 1,637 1,621
Fish Production Processing & Marketing 1963 540 441
Natural Resources Planning & Engineering 1969 346 346
TOTAL ' . 32,451 30,195
Capital Assistance Projects (Loans)
Resettlement Project : : 1959 22
Fertilizer Imports 1964 15,000
Food Production ' 1966 20,000
Fertilizer Plant & Distribution - - 1966 14,800
Agricultural Research 1970 11,930
Agricultural Research 1970 1,420
TOTAL : 62,922

GRAND TOTAL = 102,821

*As of June 30, 1969.

**If completed project, year of completion, others years of 1n£tlation 2?

***Loan not yet signed by Brazilians.

Source° Agency for International Devolopment, Office of COntroller, reporta pub-
' “1ished under number W-253, varicus issues.
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ffTable 2- Yearly Obligations and Expendtturss for Projects in Brazil Financed by
T AID, Total and for Agriculture, through Fiucal Year 1969 ‘

_Fiscal Qj' ‘ .c Annual o ,T‘ ' Annual
' Year ~ Obligations ' ' Expenditures
- o | Bercent ,. : Percent
Total Agriculture ~Agric.: Total = Agriculture  Agric.
($1,000)
efore & thru . o .
1961 53,348 9,822 18% 42,771 7,934 19%
1962 10,07 2,279 237, 10,364 1,624 16%
1963 23,494 10,224 447, 10, 550 1,607 15%
1964%. 71,661 - 8,062 11% 17,669 4,387 25%
1965 119,444 15,749 13% 30,383 10,104 33%
1966 80,219 2,989 &%, 56,883 13,955 25%
1967 89,410 40,857 46% 81,374 8,381 10%
1968 74,386 12,437 17% 70,406 9,679 14%
1969 12,435 3,704 30%. 54,126 13,591 25%
TOTAL 534,471 106,123 20% 374,526 71,262 19%

*First year 1n which loan dsta was included 1n projects

Sogrc Agency ‘ot Internstionsl Development, Office of COntroller, reports
i 'published under the number W-253, various issues, This includes -
”reports on both technical assistance and capitsl sssiatance. R
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Table 3: ﬁbg of U. S. Owned Local Currencies and Brazil Owned Counter
part:-Funds: Total Withdrawal, and Withdrawals for Agricultu

1959-1969
Year Total Country Withdrawals
—— Purpose Withdrawals for Agriculture
(In $1,000 equivalents)

1959 23,447 1,506
1960 0 0
1961 2,906 0
1962 ] 0
1963 507 0
1964 23,303 1,759
1965 102,683 20,040
1966 108,005 5,966
1967 113,235 6,118
1968 112,389 3,776
1969 68,726 20,236

TOTAL 632,201 59,401

Sources: Various Agency for International Development internal publi-
V cations,
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Tablek4: A.I D. Financed Participant Trainees from Brazil, Total and
R In Agriculture, 1950-1969* S

Agtieelture

: ﬁ{cfgééﬁifkf*i, ‘.vfw‘ ‘v?$2££l | o Nuwber & ofuTctel
- 1950-1957 f’»"' 31,254 410 32%
.;:1958‘1_ 326 86 26%
1959 311 | 123 40%,
1960 292 63 229,
1961 294 50 17%
1962 | 230 51 229,
1963 281 97 34%
1964 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%

*ByfFiécal Year arrival in country of training

"Sources: Agency for International Development Office of International

o Training, '"Report on Participant Training," (W-141) published
annually. Agency for International Development, Statistics
and Reports Division, "Operations Reports" (W-129) published
annually.



.29-

Appendix A

Table 5: Value of U, S. Agricultural Exports to Brazil under PL 480,
Mutual Security Act, and Commercial Sales, 1954-1955 to

1968-1969. (In millions of dollars)

PL 480 Shipments

Sales for foreign currencies $474,2
Dollar sales 90.6
Donations for disaster relief and

economic development 46.7
Donations for voluntary relief agencies 105.6
Barter 63.4

Mutual Security

Total under specific government programs

U. S. commercial agricultural exports to Brazil

Total U. S. agricultural exports to Brazil

$780.5
$ 2’2
$ 782.7
298.8
1,081.5

Source: The White House, "Annual Report on activities under Public Law
480: Food for Peace," in draft form, dated June 18, 1970
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ppenttx &

,iTﬁﬁfe>‘m73Pub11c Law. 480 - Uies of Foreign Currency in ;rezil July 1,
g 1954 through December 31 1969. (In dollar,equivalanee)

Gy

“Total eneunt‘in agpeements ' : $,503,442
‘:éLoans to. foreign government for ‘ _ |
- economic development g 301,127

Grants for economic development 111,376

U. s. ueee :',_ | 90,939

prree: The White House, "Annual Report on Activities under
B Public Law 480: Food for Peace," in draft form,
dated June 18, 1970, Table 13, Appendix B.
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Table 7: Loans Made by the Inter-American Development Bank for Agri-
culture in Brazil, 1962-1970

m— Losn Dace (&1:000)
Agricultural modernization 1962 $ 4,500
Credit for small farmers 1962 6,400
Credit for small farmers 1963 2,000
Credit for small farmers 1964 2,700
Agricultural credit 1965 20,500
Credit for small agricultural

industries 1967 15,000
Livestock credit 1969 26,000
Rural electrification 1969 30,800
Rural development 1970 29,000
Rural credit 1970 35,000

TOTAL $171,900

Source: Inter-American Developuent Bank (IDB), Tenth Annual Report
(Washington, D, C. IDB, 1970).
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-;’Table 8° Food and Agriculture Organization Agricultural Development

Projects in Brazil, 1959-1969

-~ Project | Date Funds
‘ ' Agg:oved Earmarked
San Francisco River Basin Survey I 1959 546,680
 Nhtiona1 Forestry School 1961 1,265,100
T;opical Food Research Center 1963 772,200
Fishery Research and De#elopment 1965 391,200
San.Francisco River Basin Survey II 1966 864,700
Pesticides Research 1967 1,074,700
Agricultural Diversification 1968 | 958,900
Agricultural Education and Research 1969 1,729,900
'Wheat Production 1969 ' 1,065,100
Fishery Development 1969 1,203,200
TOTAL 9,871,680

Source: United Nations Development Programme, "Status of Approved Pro-
jects in the Special Fund Component," DP/SF/Reports, Series
A, No. 53, as of May 31, 1970, various pages.
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