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MEMORANDUM

/

Mr, George S, Quick, Acting Deputy Associate July 7,1972
Director, USAID/:IFAQ/Recife

Francis R. Campbell, Program Officer /VZ%
The Short Troubled Life of CERAN

(Both you and r, Green recucsted that 1 vrite a surnmary of the GER A
project before I left post. I hope the following will prove ugeful, )

 {@n Noverber 1, 1971, the President of Frrazil gsigned a Decree abolishing
CERAN=-~The Speeial Group for the Jiortheast Sugar Agro-Industry. As
government agencies go, it had a relatively short life, having been created
only in August 1968 for the threefold purpose of modernizing the Northeast
sugar industry, diversifying the agriculture of the Sugar zoiae and raodifying
its agrarian structure through human resource deveclopment and 1and reform.,
Vith GERAN's demise, the USAID project "Rural Rehabilitation and R cform
(512-11-120-249, 4)"wasg also cifectively terminated, '

Esrly History

GERAN had its origins in the deep problems experienced in the sugar zone
in the carly 1960's because of declining sugar prices, deteriorating socfal
conditions and dencndence on an inefficient mono-culture. In scarch of a
solution to the sugar zone's nroblems, the Rrazilian Government established
an Inter-Ministerial Working Croup for Sugar (GTIA), USAIDIB/NE worked
closcly with clements of the CTIA, principally the Superintendency for the
Northeast Development (SULYNE) and the Mortheast Sugar Foundation. (Most
of the USAID assistance was informal cxcept for AID Contract csd-04"with™ ©
Hawniian Agronomics International which surveyed the needs of a niodern™'® 12-et
sugar industry in the Northcast.) Cne of the recommendations of the CTIA
as that a special agency be established to coordinate development resources
d activities in the sugar zone. The recommendation was accentod and the
ecrce establishing CGERAN was signed cn August 8, 1068,
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As created, GERAN was to coordinate the work in the sugar zone of the Sugar
and Alcohol Institute (IA4), the Brazilizan Institute of Agrarian Reform, the
National Institute fop Agrarien Develepment (these last two were later merged
into INCRA -Nationnl Institrte for Colonization and Agrarian Reform), SUDENE
and the Liank of Brazjl, CERAN®s own resources were to come from stinulated
amounts from the budgets of the agencles it coordinated and, most Imrortantly,
4 perceatage of the tax Jevied on ail sugar produced for the domestie niarket,
GERAN was to have its own stalf headed by a Secretary General, FPolicy,
objectives, proprams and budgrets, however, were fo be determined by a
DReliberative Councii compased of the agencics to pe coordinated and licaded,
ex officio , .y the Presidont of the IA4,

The President of the Deliborative Couneil end the Seeretary General cid not agree

on CERAN'S role or the programs it was to carry out, Asg the Deliterative

Council held the power, few of the Secrctary-Generalis programs vwere anproved,
The Secrctary~Ceneral rosigned in August 1967, one year after CERAN had been
created, stating that its organizational structure was too weak for it to carry out

its objectives, The Superintendent of SUDENT agrecd with lirn and refused to
nominate a new candidate for the nosition (tie nomination being his Cuty by law)

until new legielation wag canacted. The new legislation wag passed in Lecember 1065,

in the 13 months between the Secretary-Generalis resgignation and the new
legislation, GERAN was comotose, Caly a handiul of etaly rerained but even they
had 1ittle to do, CERAN and its objectives did have support, however, and several
prominent figures publicly asked tne government when GERAN would be tllowed to
function; amony the ficures were the Sunerintendent of SUDENE, the Governor of
Pernambuco, the Pregident of the Fernambuco Sugar Syndicate and the Christian
Women's League.

New Lepislation and IA -5

The new legislation did strengthon GERAN: The Secretary-General (now to be

called the Executive Seeretary) became the ceniral figure in the orgarization; a
special fund was established which eliminated figeni year budget limitations;
recognition was given to some impi‘ementation responsibilitics for CERAN, objectives
were more clearly defined and the approach to valanced development vas
strengthened, and; major credit operations of official baniig to the sugar industry

had to be approved by CGERAN, Oniy later did wo realize that there wore

significant (not necessarily delfberate) fiaws in the legisiation, These flaws may
Jave been exacerbated by a political event which had nothing to do with GERAN--

the promulgation of Institutional Act Number 5 (IA-5),
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JA-5, in addition to elnging the National Cung:res and denying political rights

to many extreraists and crities of the governnen, alze devolved vast legisiative
power to the executive branch, These powers were used, carly in January 1039,
to revise several monetary and fiscsl laws, The purposeyof the revieions were,
perhaps, justifiable but the effect was to draw away-=-3o it vas believed-=finaneing
from the development effort in the Northenst, The Covermirent’s acticns were

vehemently criticized by the Jlinigter of Interior, General Alsunueraue Ldma, who
resipned shorily thereafter, Jiis resismation way followed by those of the

SUDIRE Superintendent, the {enuty Sumeriniendent and the newly-apoointed
Exccutive Sceretary of CEFAY (the Yormer two were esuaily as eritical as the
Minister but were leas nublicized), I waa at this point thet the Federad Government
geems to have deeided (congciously or not) that € would no ioager nermit zemi-
autonomous regional agencices with girons, indevendent leadership such au SUDENE
had enjoyed up to that tirne. GERAN also folt the cifects of this change although it
(and USAID) did not realize at the time that the change had taken place,

New Leadersghin

The new Executive Scerctary of GETRAN, Colonel Ivan Rui Andrade de Oiiveira,
was sworn in in mid-Tebruary, 1969, Straiglt from active military duty, Col.
Ivan Rui was autocratic and somevhat rigid Lot obvicusly angious to make GERAN
a success. iie wag faced with immediate prefioms of building up his stadl and
financial resourceg--neither of which were sniail rreblems sinee the I ederal
Covernment had piaced a han on-new hirings ior @il agencies and CELRMNN did not
have a budgctary line item in the federal budget (as nointed out earlier, GERAN
was derendent on contribuiions from the budaets of agencies whose work it was
to coordinate)., Col., lvon Bui manaced to arranre lcans of personnel from
SUDENE, the Sugar and Alcchol Institute, the Land Befoem Institute, the Bank
of Brazil, the Arnuy, the Fernambuco State Government and 3iate Police, and
even the City Government of Reeife to staff his afency. lic 120 managed to get
a sufficient financial commitment from his centributing agencies to allow him to
prepare a first year budget of CRS20, 7 million,

GERAN's next_problem was to develon prograins and entice sugar miilers to subrait
projects for approval, financing and implementation, In the interregnum from
August 19687 to Icbruary 1569, GERAN had done very little program development
and some of what it had done was immediately digearded by the new Exccutive
Sceretary, CIRAN wuickly nuiled togeiher some generalized, global-type
programs and began to scek authorization and additional resources &mm the GOB

to carry out these programs, It encountered two imrcdiate difficulties:
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a) The GOB had been active on the legislative side of land reforr and had

recently apnroved Institutional Act Humber 9 and Decree 6554 (both of Anril 1969)
and had formed a Speeizl Group for Land Reform (GERA) charged with

determining land reform priorities, The CERA had defined the priority area

for land reform in the Northeast Suglr Zone to be only in the State of Pernarmbucoes
although it conceded that Alagdas mipght be cligible in speeific instances., This
immediately conflicted with GERAN's ideas that it had authority anywhere that
sugar was grown in the Northeast and also affeeted adversely GERAN's global
programs which were based on that thesis,

b) Ceneralized statements of intention to carry out programs no longer carried
much weight with GOE development and planning agencies--at least where their
own money was involved. A GERAN global plan to build workers housing, for
example, probabiy raised cuesticns such ag, "where®, %who owns the land®,
"where do you get your figures®, ®what type of construction®, etc., very few of
which GERAN was prepared at that time to answer.

On the project side, GERAN fared much better. By July 1959 over 50 nercent of
the sugar milis in the Northeast (including all the mills in the State of Hlagdas) had
indicated to GERAN that they planned to submit projects for modernization,
diversification and land reform. One Pernambuco usina (sugar mill) had already
dusted off a project it had prepared before GERAN collapsed in 1967 and

formally submitted it for GERAN's consideration. GERALN appeared to be in
business,

Onerational Problems

Some digquicting signs began to appear, however. The funds GERAN was
supposed to receive from its supporting agencies were slow in coming., GERAN
had not been given any exvropriating autherity and was having problems in

working out 8 modug onerandi with INCRA, the only Brazilian agency vhich did.
Finally, the first project submitted was not catirely to CERAI's Yiking but it
entered into dfilong dialogue with the company subrnitting it (Usina Cucau) in an
attempt to elicit corrections because it did nct want to rcject the first nroposal it
had received after more than two years, GERAN did reject the second "integrated®

proposal it reccived because it did not meet the standards it had set un.
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Although there was some give-and-take on issues from time-to-time,
GERAN did attempt to keep to the standards and the objectives it had
cstabhshed for itself, In this regard, the Executive Secretary himeself

‘appeared to be more rigorous than many of his staff, ke courted the
sugar class to submit proposzig but insisted that land reform had to be
part of their projects, he made contacts at every level and he waged a
Wiyorous publicity campaign. In short, he tried to contrel the CERAN
nroceas to his idea of what it should have heen. Ilis ideas may have
been clouded by his own nolitical ambitions (ke apparently wanted very
much to be Covernor of Pernambuco)but his ambitions scenied to be
based on making a success of GERAN in all its objectives,

The Executive Sceretary's political ambitions put him in dircct conflict
with(at lcast) two other candidates who were strong contenders for the
Pernambuco Governorship and who had some influence on Col, Rui's
organization: Gen, Costa Cavalsanti, Mlinister of Interior and direct
suncrvisor of GERAN, and; Joaé Moura Cavalcanti, ARENA President
for Recife and subsceoucntly Fresident of INCIIA, the agency GERAI had
to depend upon to exprooriate land for its integrated nrojects. The fact
that the President of Drazil chose yet another candidate for the
Covernorship did not necessarily lessen the rivalry.

At this point, GERAN had approved iis first project but could not et it off
the ground because it had no authority to exoropriate land and apnarently
could not convince LNCRA to do it for the:m. Lventually this was resolved
through a Presidential determination that INCRA should exoropriate the
necessgary land but that GERAN would reimburse INCRA for the comnensation
to the owners recuired by law, This resolved the immediate issuc but

raiscd the cuestion of whether such extracrdinary means would have to be
used each time CERAN ap.)roved a nroject,. The uestion was ncver answered
because before GERAN approved other projects involving land reform, (and
it apparently had two projects ready for Dcliberative Council approval) it
was abolished by Presidential Decrce,

“Early USAID Heln

As nointed out earlier, the USAID involverment with GERAN started with its
conception ag & snecialized agency for sugar zone nroblems, Excent for the
contract with Hawaiian Agronomics, most of the carly USAID assistance was .
informal, With the institutionalization of GERAN, however, USAID expectation
began to run a little higher and it was assurred that most of the efforts cof
USAID's Northeast Agricultural Offfce would be devoted to CERAN and its'
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ohjectives. Conse-uently, most of USAID's Brazilian and American agricultural
staff in the Northeust were charged apalnstthe-Fural Rehabilitation and Reform
pro_]cct the same is truc of many participant training and special technical
assistance activities in the agricultural secter, This helps explain, in part, why
expenditures against the project were high when in fact there were fow project
agrecments for technical assistance activities,

Shortly after the esteblishment of GERAN in 1968, USAID began discuasions with
SUDENE on the programming of PL-487 counterpart funds to help finance some of
GERAN's initial activities, Under discussion were a CR$5 million *Umbrella
Agreemcnt' and CR$?2, 2 miilion to fund an aerial-nhotogrammetric survey of the
Northeast sugar zone, Plans for allocating the CRS5 million were dropped,
hnwever, when the Secretary General resigned in August 1967, Althoughthere
were many delays with the aerial-nhotography project, it was finally started and
almost complete whon GERAN was abolisied, (SUDENE is now resasonsible for
seeing that work on the project is completed, )

GERAN/USAID Problems in Program Develonment

When new legislation affecting GERAN lind been passed and its rcorganization
begun, USAID sugpested to SUDENE'S Superintendent and to the new Executive
Secrctary of CERAN that a Working Croup be formed from perscanel of the
three organizations in order to develon technical and financial assistarce
programs for preseniation to USAID and oiher external assistance agencies.

. No response from GERAN or SUDENI: wag ever received nor were we ever
informed of a coordinating nifice within GERAN (except for the Exccutive
Secretary himself), “embers of the USAID Working Group atteiupted to onen
dialogues with their presumed counternarts in GERAN but found informal
contacts di{ficuit because the Executive Sverctary had to apnrove beforehand all
meetings with notherd apencies. GERAN's Executive Secrcta ary was willing,
however, to meet with the American Consul Ceneral/ GSAID Associate Director
at any time. This meant that correspondence and issues that were normally take
care of at lower levels were treated at the highest levels in both orcanizations.
(This was not desirable from USAID's point of view but it was the only channel
open to us for a long while, )
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USAID!'s interest in CGERAN stemmed, of course, from our judgement of it as a
vehicle of opportunity for cconomic development and social change in the sugar
zone, Given the rclative ease of sugar industry and agricultural niodernization
as compared to land reform and social change, we were concerned that the two
efforts of GERAN should nrocced in parallel, ‘We tiiorefor hoped to cnllaborate
with CGERAN in the carly stuges of developinent planning and analysis, GhRAN
- however, thought that USAID's role would be asg a financial and technical
aspistance resource which would ask no nuestions about progiram objectives,
project design, or crder of vrioritics, It3 Londcncy was to work its program out
completely and prcsent it to the “coxla"»orntmp“ organization, it did this with
SUDENE and iNCRA as well as USAID, /A many times as we described USAID's
nrocedures and restricticns to GERAN's staff, it never brougit us in the early
planning stage of nrojects for which they wanted our help. One of its carly letters
to us (June 1966) asked that USAID ncl» finance a ten-year housing and related
community-services construction nroject which would cost on the order of

CR$28 million ner year; the letter aiso stated that GERAN had CR$1.5 million

to apply to the project in 1869, Very little data were offered to support the
request and no offer was made to supply any additional information, ‘The USAID
renly stated that if GERAN could convince the GOB to grant an allocation from

PL 480 counterpart funds, USAID would concur., Evidently, GERAN was asked
the same kind of questions we were asking and did not get the allocation from the

GOB,

USAID Asgsistance

Despite these nroblems GERAN and USAID were able to agree_on an initicl
program of technical assistance which conafgied ol: a three-man de velonment
pl'mn‘ng team (Clapp and Maynej; an agricsitural vocztienal education expert

(R, Julian, University of Arizcna); and the short-term services of an INGS/PASA
technician to agsist in estabiishing work flow procedures., We had lengthy dis-
cussions with GERAN on loan possibilities but it could never come up with cnough
hard data for us to consider an iR,

60, Tnq
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The technical assistance wo committed ourselves to developed some problema,
I'irgt the FIO/T for the Clapo and mayne services arrived in Vvashingten in
Seatember 1969 and the award of the contract vas 1ade in L'décember, ccotintions
between AID/W and the contractor drarged on interminably, At one noint AIDIW
insisted we had to abligate an additional 26 thousand. After lengthy discussions,
with the Mission disagreeing on the need for this additional money, ve finally
obligated it. When the contract was at last signced, it was Sentember 197, It

did not contain even sll the money from the original obligation. The € la 1 and
Mayne tcam arrived in Recife in Senternber 1072, fifleen months after the ProAg
with CERAN had been sipned. Cur intent in providing this technical assistance
wag to help GERAN with itg early development nlanning and in establj shing sound
nrogramming and analytical procedures. But by the time the team arrived, GERAN
had completed its reorganization and wasn't about to start shifting arein, It is not
certain that the Clanp and riayne team would have had any luck cven haa it arrived
exneditiously since the IACS/PASA technician was trying to do sonie of the same
things and only. incurred the vrrath of the Exccutive Sceretary,

When GERAN received its first Usina Project, USAID asked if we could agsist with
the analysis, By ourchase order we hired Agro-Tech Agsociates of inwaii to
analyze the nronnsal for USAID and CERAN. €I'RAN was very pleased with the
analysig--mostly because its staff had found reany of the failings citcd by Apro-
Tech, MNevertheless, CERAY was imvressed and asked us to nrovide the scrvices

of one of the Agro-Tech technicians on a full-tir:e basis. We concurred.

Of the USAID srovided technical assigtance, the Apgro-Tech and University of
Arizona technicians were able to exercise some influence within GEIIASL, The
Clapp and iayne peopte had great difficulty in kaving their suggestions listened

to. However, by the time CERAN wag ready to imnlement its first lond reform
project it began to sce soine of the difficultion it was bringing upon itsclf, At

this point, one of the Clapo and hiayne technicians succeeded in in‘ucin; CERAN to
adopt some of the points that USAID had been urging upon them since 19059, At this
stage of the game, GERAN had grown considcraily in size and the I'xecutive
Secretary no lnnger exercised such rigid control over contacts at the technical
level, While we were realistic, we were beginning to hove that s-yme of the
organization's difficulties were beginning to bott: nut and that we niight have a
chance to work with them in some specific areas in the future, The uinister of
Interior's unnouncenient of GERAM's extinction put an end to all that.
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Concluding Thoughts

1. The cuestion arose several times in the course of GERAN's history of "why a
spccialived agency" and "why was USAID so anxious to help it?® Without going
deeply into the background of the sugar zone problems (for which see Recife Clas
TOAID A-84, June 2,1971), the fact is that for many years SUDENE had little or
no development nrojects in the sugar zone because it was more concerned with the
drought area, SUDENE also evidently fearcd that if the snecialized apencics (the
Sugar and Alcohol Institute«IAA-for sugar modernization and the Brazilian

Inatitute for Agrarian Reform-IBRA-for land reform) were allowed to work on
development projects in the sugar zone, the rates of propress in the two different
nroblem arcas would benefit the sugar clags and worsen social conditions for
labererdg., Therefore, GERAN as a gnecialized agency was set up to coordinate the
differing ectivities in the area. USAID's interest was in working in a key develeoment
problem area and GERAN was the only organization which had a snecific nhandate to
work in that same area, Under these circumstances, USAID need not be asologetic
about the aggistance it gave.

2. There were several basic flaws in GERAN which, although noted at the time,

were not fully anpreciated by USAID,

a) The DBrazilian lepgislation oin land reform asnears sufficient but a real commitment
to redistribution (as opposed to colonization) that did not exist outside »f GERAN,

b) GERAN was dencendent upon indirect government financing and lacked
exoropriating authority,

Despite these failings, GERAN was able (largely due to the ‘tonacity of its
Exccutive Scecretary) to implement one projeet and had several others ready to go.
Nevertheless, the GERAN experience indicates that land reform cannot be carried
out without a strong government determination to do g9 and that such detcrmination
has to be cvaluated on the basis of action and not legislation or policy statements.

FRC:dek
7110/ 12
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ANNEX

SOURCES OF WNFORMATION RELATIVE TO GERAN

1. "Brazil's Program for the Sugar Zone of Northeast Brazil® RNecife TOAID A-11,
July 12,1986

7. "Brazil's Program for the Sugar Zcne of Northeast Brazil® Recife TOAID A=25,
July 25,1938 :

2. "Sugar Zone Modernization & Diversification--GERAN®A, I:D, Country Assistance

. Program Bool: ~-FY 1988 Erazil (Part I1, Page 93)

4. "Ex-Exccutive Sceretary's Statements Before Congress on the Purpose of GERAN®
Recife (CONGEN) A-25, Septerrber 13,1967,

5. "Prospects for and Problems of U,S, Technical Assistance to GERAN®, by
D. A, Fitzperald under Contract AID-12-562,

6. "Recactivation of CERAN Urged on Several Fronts® Recife Renort Nno, 6,
»arch 8,196,

7. V“SUDENE Festates Interest in AID Financial Assistance to GERADNY, Recife
(CONCIEN) A-85, October 9,1968,

S. MCERAN As It Now Stands®, Recife TOAID A-122, September 15, 1959,

5. "lon-Capital Froject Faper (PROP) - Rural Fehabilitation and Ieform (512-11-
136..240, 1), Rio TOAID A-728, July 25,1972,

f. "NTE Sugar Zone liodernization:CERAN Awproves its First Projcct®, Recife

(CONCFEN) A=4, January 21, 1970,

i1, Rcecife (CONGEN} A-20, June 15,1971, (Reports on Inauguration of CERAN'g
First f.and Reform Project).

1°, Recife (CONGE!) A-62, November 4,1071 (Reports on Decree Abolishing CERAN),

17, Project Avpraisal Report -="Rura? Rehabilitation and Reform", USAID/ Brazil,
December 71,1971,
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