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MEMORANDUM 

Mr. George S. Quic, Acting Deputy Associate July 7, 1972k
Director. USA IDJ!1F AO/recife
 

Francis R. Campbell, Program Officer
 

The Short Troubled Life of CERAN
 

(Both you and A'Ar. Green renuested that I write a summary of the CERiAkqproject before I left post. I hope the follovding will prove useful.)
 
On N1o.-rnber 1, 1971, 
 the President of l.razil signed a Decree abolishing2ERAN--The Sp'ecial Group for the Northeast :;ugar Agro-Industry.government agencles go, Asit had a relatively short life, having been createdonly in August 1963 for the threefold purpose of modernizing the Northeastsugar industry, diversifying the apgriculture (1 the sugar zoie and rodifyingIts agrarian structure througih human resource development and land reform.With GErAN's demise, t.evUSAID Oroject "nPuralRehabilitation and11 eform,,-1-.10t-249 4)?was also effectively terminated. 

GJIA N had its origins in the deep problems experienced in the sugar zone
in the early 1960's because of declining sugar prices, deteriorating social
conditions and denendence on an inefficient mono-culture. In search of asolution to the sugar zone's nroblems, the B.razilian Government establishedan Inter- Ministerial Working Croup for Sugar (CTMA). USAIDID/LNF workedclosely with elements of the CTIA, prtncipally the Superintendency for theNortheast Development (SUDEI.Nr-E) and the Northeast Sugar Foundation. (%ostof the USAID assigtance wae informal except for AlD Contract esd-4? -ith ?Hawaiian Agronornics International which surveyed the needs of a mlodern '" ' supar industry in the Northeast0 ) Cne of the recommendations f tie CTIAwas that a special agency be established to coordinate development resourcesad activities in the sugar zone. The recommendation was acce.ted and theoecree establishing GERAN was signed on August 8.1966. 
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As created, CERAN was to coordinate the work in the sugar zone 
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and Alcohol Intitu+e (MA), of the Sugarthe Erazilianr Lnttute of Agrarian Plefor.n, thelational Institute for Agrarian Develop-n-.It (these last two were later mergedinto LNCRA-Wationni In:stitute for Colonlzatio: and Agrarian Refor-m), SUDEEand the Lank of Brazil. GERlANgsa1mounts from the budgets o 

own resources were to come from stipulatedthe agencies it ¢of'djinted and, most iroI'ta1tly,a percentage of the tax levied on all sugar rrodtuced for the domestic niaiketoGERAN was to have its own stafT headed by a Secretary General.objectives, Policy,programs and budgets, lowever,Deliberative Council Composed of the agenciu 
were to be determined by a
 

to be coordinated and headed,
ex officio, ,y the President of the AuAo 

The President of the eliberative Council a. the Secretary General did not areeon CEfAN's role or the programs it war to carry out.Council held the power, As the Deliberativefew f the Secrcar-Coneraa's ror7rarn.The Secretary Ceneral rnsoare were approved.
in Aunust 19-?7rVcreated, year after C..-stating that its organizational stru had been,ure was too weak for it to carry outits objectives. The Superintendent of SUDET. a.orecd with hi- and rcfucd to
nominate a new candidate ior the position (tho nomination being his duty by law)
until new legislation was enacted. The new let-hlAation was passed in December I D03. 

In the 18 months between the Secretary-Gene r a pl resignation and the newlegislation, GERAIN was comotose,
had little to do. CERA'N 

On.y a harilul of stafi rermained but even theyand its objectives d .d have support, however, and severalprominent figures publicly asked the government when GEMMA:function; would be tllowed toamonq the figures were the Su.erintcndent of SUDENE,Pernambuco, the Covernor ofthe Freide.t of tUie ernambaco Sugar Syndicate and the ChristianWomen'a League. 

Ne w Legislation and XA-5 

The new legislation did strongt on GERAN: The Secretary-General (now to be
called the Executive Secretary) became the central fig.ure in the organization; 
a
speceial fund eras established which eliminted f1cai year budget limitation.4;
recognition was given to some implementation re.mxonsibilities for CERAN, objectiveswere more clearly defined and the--a-iroach to balanced developmentstrengthened, wasand; major credit operliang of official ban'a to the sugar industry
had to be approved by CEAPANo 
 Only 1iter did we realize that there woresignificant (not necessarily deilberate) tfaws in the legislation. These flaws mayJMre been exacerbated by a political event which had nothin. to do with GERAN-­the pibmulgation of Institutional Act Number 5 (IA-5). 
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IA-5. in addition to clnsing the National Congf'srs and denying political r1gItS 

to many extrerists and critics of the governm-n, Aso devolved vast lerislatv__e 

poyer to the e ecutive b,Ianch These p.wers were used, early in January 1039. 

to reviso several monetary and fiscal laws. The ur;.oseof the rev!eions were, 

perhaps, justifiable but the effect was to draw away--:,o it vz.s believed--financing 

from the developn.ent effort in the Nort.hoz>sto 'Ihe Covermzrent':z actions wvre 

velmently criticfiized by the .Ainister of Interior Ceneral AlV .iuer(que .,.ima, who 

resigned shore.y tliereater, i ".; res ,nation was followiied by those cf the 

SUDENE SuDerintendent, the Deputy Si )erin endent and the nc""y-I"nted 

Executive secretariJ of CL'A:. (the former two ,:ere er.rally as c-Wet.al as the 

Minister but were less nullici~ed) I, was at thIs point Mat the I'ederal Government 

seems to have decided (eoisciouiy or not) tht it would no Io-ngr nermit so1­
autonomous regional aroencies with sronr, inde-)cndent leader'hi.p Sach ." SUDENE 

had enjoyed up to that Line. GEI A*. also clt the effects of this clianue although it 

(and USAfLD) did not realize at the tine that the change had taken DRaceo 

New Leadershin 

The new Executive Secretary of CEMAN, Colonel Ivan Pui Andrade de Oliveira, 
was sworn in in mid-rebruary, 1919. Straight from active military duty. Col. 

Ivan lRui was autocratic and somewhat.ri-id btit obvicusly wnious to make GERAN 

a success. He wavs faced withl immediate o'(ifr b2sl1dIn up his staff and 

financial resources--noeithor of which vere nm-:a} ,-roblers since the . ederal 

Government had placed a ban oninew hirin-;.s ic- ali ligcie3 and CEPAN did not 

have a budgetary line item in the federal budget (as nointed out earlier, CEP, AN 

was dc-endent on contributions from the burl-cts of a-encies whose work it was 

to coordinate). Col. Ivan ,ui manar;ed to a.'Ie icans cf pcz,sonnel from. 

SUDENE, the Sugar and ,%Icohol L'titute, fthc Land Ieform Institute, the Bank 

the Pernambuco State Government and State Police, andof Drazil, the Arn-,y, 

even the City Government cfecifo to staff his ar;ency. Ilc :!so manarjed to get
 

a sufficient financial commitmnent from his ccontributing agencies to allow him to
 

prepare a first year budget of CR$' 30. 7 million.
 

GERAN's next. problem vs to develop prograins and entice sugar miilers to submit
 

project9 for approval, financing and implementation. In the Lnlerrq[num from
 

Aigust 1967 to r-ebruary 1,G9, GERA.1 had done very little program development
 

and some of what it had done was immediately discarded by the new Executive
 

Secretary. CERZA' vuicyhuilled to,.ciher some generalized, global-type
 

proranis and egan to scek authorization and additional resources Bom the GOD
 

to carry out these programs. It encountered two immediate difficulties: 
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a) The COB had been active on the legislative side of land reform and had 
recently approved Inctitut r. ul Act Zuxber 9 and Decree 554 (both of A.ril 1969)
and had formed a Special Croup for Land Reform (GERA) charged wIith 
determining land re-6-rn priorities. The CERA had defined the priority area 
for land reform in the Northeast Sugar 7one to be only in the State of Pernambuco". 
although it conceded that Alagbas might be eligible in specific instances. This 
immediately conflicted wit!h GERANgs ideas that it had authority anywhere that 
sugar was grown in the Northeast and also affected adversely GEAN's global 
programs which were based on that thesis. 

b) Generalized statements of intention to carry out programs no longer carried 
much weight with COB development and planning agencies--at least where their 
own money was involved. A GERAN global plan to build workers housing, for 
example, probably raised qiuestions such as, 6where", who owns the land". 
"where do you get your figures", wwhat type of construction", etc., ver-y few of 
which GERAN was prepared at that time to answer. 

On the project side, GERAN fared much better. By July 1939 over 50 nercent of 
the sugar mills in the Northeast (including all the mills in e' State of Alag6as) 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 coUapsed in 1907 and 
formally submitted it for GERAN's consideration. GERADI appeared to be in 
business. 

Operational Problems 

Some disquieting sin_ begn. to appear, however. The funds GERAN was 
supposed to receive from its supporting agencies were slow in comlnf. G.PAN 
had not been given any exoropriating authority and was having problems in 
working out a moduo orrandi with INCRA, the only Brazilian a~rncy vahich did. 
Finally, the first project submilted was not cntirely to CEPA:*'s litintg but it 
entered into eilong dialogue with the company submitting it (Usina Cucau) in an 
attempt to elicit corrections because It did nat want to reject the first , roposal it 
had received after more than two years. GERAN did reject the second "integrated3 

proposal it received because it did not meet the standards i had set up. 

UNCLASSIFIED
 



Attachment to 
RECIPE TO AIID A-31 UNCLASSIFIED 5 10 

Although there was some give-and-take on issues from time-to-timeo 
GI';fAN did attempt to keep to the standards and the objectives it had
 
established for itself. In this regard, the Executive Secretary himself
 
appeared to be more rigorous than many of his staff. He courted the
 
sugar class to submit proposais but insisted that .land reform hda--bt be
 
part of their projects, he made contacts at every level and he v.au.cd a
 

(.virorous publiitycampain. In s3hort, he tried to control the C ERA.1­
process to his idea of what it should have I-een. is ideas may have
 
been clouded by his own political ambitions (he apparently wanted very
 
much to be Governor of Pernambuco)but his ambitions seemed to be
 
based on snaking a success of.CERAN in all its objectives.
 

The Executive Secretaryts political ambitions put him in direct conflict
 
witlat least) t wo other candidates who were strong contenders for the
 
Pernambuco Governorship and who had some influence on Col. Ruits
 

organization: Con. Costa Ca-valcanti, ..Iinistcr .of Interior and direct
 
sunervisor of GER.AN, and; Jo.6 . oura Cavalcanti, AREZ'A President
 
for Iecife and subsenuently President of I.CIA, the apency CLXA14 had
 
to depend upon to expro'riate land for its integrated ,)rojects. The fact
 
that the President of I3razil chose yet another candidate for the
 
Covernorship did not necessarily lesson the rivalry.
 

At #4s ncwint, CGEAN had approved its first project but could not vet it off 
the ground because it had no authority to exr ropriate land and apnarently 
could not convince M'CTRA to do it for thm. Eventually this was resolved 
through a Presidential determination that LN-CRA should exropriate the 
necessary land but that GER,AN would reimburse INCRA for the cninnensatlon 
to the owners re;uired by law. 'This resolved the immediate issue but 
raised the auestion of uhcther such extraordinary amans would have to be 
used each time QEIAN aparoved a project.. The .-uestion vas never answered 
because before GFRA N approved other projects involving land reform8 (and 
it apljidiently had two projects ready for Leliberative Council approval) it 
was abolished by Presidential Decrce. 

•arly USAID Hel-

As nointed out earlier, the USAID inavolvement with GERAN started with its 
conception as a srecializcd agency for sugar zone nroblcms. Excent for the 
contract with iFawaiian Agronomics, most of t!ic-earlyUSAJD-assistance was .­
informal. With the institutionalization of CERAN, however, USAIDexrectation 
began to run a little higher and it was assured that most of the efforts of 
USAID's Northeast Agricultural Office would be devoted t-EIlAN and its 
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oWectives. Conse.mently, Most of USAID's Drazilian and American agricultural
staff in the Northeast were iiiF:th Url I{elbilt'tir -and F--formhge 

project; the same is true of many participant training and special technical
 
assistance activities in the agricultural sector. This helps explain, in part, why
expenditures against the project were high when in fact there were few project 
agreements for technical assistance activities. 

Shortly after the establishrnent of GERAN in 1968, USAID began discussions with 
SUDENE on the programming of PL-4W) counterpart funds to help finance some ol 
CERAN's initial iitivities Unde-r-discussion were a CR$5 million wUmbrella 
Agreement' and CR$2. 2 million to fund an aerial-nhotograrmetric survey of the 
Northeast su.ar zone. Plans for all6ating the CPn$5 million were dropped, 
however, when the Secretary General resigned in August 1967. Althoughthere 
were many delays with the aerial-rhotography project, it was finally started and 
almost complete whcn GERAN was abolished. (SUDENE is now responsible for 
seeing that work on the project is completed.) 

GERANIUSAID Problems in Program Develorment 

Vhen new legislation affecting CERAN had been passed and its reorganization 
begun, USAID suggested to SUDENE'S Superintendent and to the new Executive 
Secretary of GERIAN that a Working Croup be formed from nersonel of the 
three organizations in order to develoo technical and financial assistance 
programs for presentation to USAID and oiher external assistance agencies.
Noresponse from GEflAN or SUDEN.E" was ever received nor were we ever 
informed of a coordinating office within GERAN (except for the Exccutive 
Secretary himself), 'ernbers of the USAID Working Croup atten:ptcd to onen 
dialogues with their presumed counterparts in GEf.RAN but found informal 
contacts difficult because the Executive Secretary had to approve beforehand all 
meetings with "othern agencies. CEFAN, s Executive Secretary was willing, 
however, to meet with the American Consul Ceneral/USAID Associate Director 
at any time. This meant that correspondence and issues that were normally take 
care of at lower levels wiere treated at the highest levels in both organizations.
(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 GERAN stemmed, of course, from our judgement of it as a 
vehicle of opportunity for economic development and social change in the iiugar 
zone. -iven-Th-e-re1-ifiveease of sugar industry and agriciitural.r--idi-i'fliation 
ascompared to land reform and social change, we were concerned that the two 
-efforts of GEIlAN should proceed in parallel. 'We thorefor hoped to collaborate 
w~th CERRAN in the early stages of.development planning and analysis. GERAN, 
however, thought that USAI1)9s role would be as a financial and technical 
a ifstnCe sdar--6 which would ask no questions about program objectives. 
proect_design, or c.rder of urioriticP. Its tendency was to work its program out 
completely and present it to the "collaborting" organization. It did this with 
SUDENE and iNCRA as well as USAID. As many times as we described USAID's 
"rocedures and restrictions to GERAN's staff, it never brought us in the early 
planning stage of nrojects for which they wanted our help. One of its early letters 
to us (June 1066) asked that USAID hel!) finance a ten-year housing and related 
community-services construction ,roject which would cost on the order of 
CR$28 million per year; the letter also stated that GEFRAN had CR$1.5 million 
to apply to the project in 109. Very little data were offered to support the 
request and no offer was made to supply any additional information. 'The USAID 
reply stated that ifGERAN could convince the GOB to grant an allocation from 
PL 400 counternart 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 Assistance 

Despite these oroblems GERAN and USAID were able to agree on an initial 
program of technical assistance which coaitAd 4: a three-man develowment 
plannlng team (Clapp and Maye); an agric;tural vocational. education exoert 
(M7. -Yd1ian,University of Arizona); and the E~iort-term services of an 1GCIQ/PASA 
technician to assist in establshing work flow procedures. We had lengthy dis­
cussions with GERAN on loan possibilitles but it could never come up with enough 
hard data for us to consider an M1 R. 
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problems.irst the IO/T for th. Cla; and ";iayne services arrived i \aghin;, tr;n inSe'terber 1969 and thc award of the contract as z"adc in 1)c cembt-r. :.,ot-Ationsbetween AID/W and the contractor draged on iutc'rz;iinablyo At one ,'ini AID/Winsisted we had to bliyatc an additiL,nnl ?G thous nd. After lengthy discussions,with the Mission disagreeing on the need for this additional xnoney, ., finallyobligated it. When the contract was Lt last signed, it was Sc;nternbr 1,T-'. Itdid not contain even all the money from the original obligation. I he Cla :p andwayne team arrived in Recife in Seoternbcr 11)7.', fifteen months after the ProAgwith CERAN had been sipned. Our intent in providing this technical as:-istancewas to help CERAN with its early development nlanning and in establishing soundprogramming and analytical procedures. But by the time the team arrived, CERANhad completed its reor,anization and wasn't about to start shifting a,Jnocertain that the Clanp and i"ayne team 

It is not 
would have had any luck even hau it arrivedexoeditibusly since the IAc'5/PAsA technician was trying to do some of the same
things and only incurred the vir-th of the Fxecutive Secretary.
 

Wlhen CE iAN received its first Usina Project, USAID asked if we could assist withthe analysis. By 'urchase order we hired Agro-Tech Associates of hlawaii toanalyze the nronosal for USAID and CERAN. C:IAN was very pleased with theanalysis--mostly because its staff had found nmany of the failinps cited by Agro-
Tech. Nevertholess, 
 CEflA;,I was im'iressed and asked us to nrovide the servicesof one of the Agro-Tech technicians on a full-tinc basis. We concurred. 

Of the USAID :rovided technical assistance, the Arro-Tech and University ofArizona technicians wcre able to exercise sonic influence within GEIAX. TheClapp and ?,%ayne peoal-e had great difficulty in having their supestin5, listenedto. However, by the time CERAN was ready to im:ilement its firtst land reformproject it began to see soi.e of the difficulties it was bringing upon it.,.Af. Atthis point, one of the Clapo and ,1-.aynetechnicians succeeded in in'*ucin-; CERPtN toadopt somv of the points that USAID had been urgin upon them since )9. At thisstage of the game, GERAN had grown considerably in size and the 1-'xcutiveSecretary no longer (exercised such rigid control r,ver contacts at the tcchnicallevel. Vhile we were realistic, we were bcirxnin1- to hon-e that s-n-ne of theorganization's difficulties were beginning to bott-.m ,:ut and that we n;irht have achance to work with them in some specific areas in the future. The *:inister ofInterior's mnnouncement of GERA"'s extinction put an end to all that. 
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Soncludjfi bughts 

1. The nuestion arose 'several times in the course of GERAN's history of "why a 
specialized 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-64, June 2,1971). the fact is that for many years SUDENE had little or 
no development projects in the sugar zone because it was more concernecd with the 
drought area. SUDENE also evidently feared that if the snecialized aponcies (the 
Sugar and Alcohol Institute..IAA-for sug-r modernization and the Brazilian 
Institute for Afrarian Beform-IBRA-for land reform) were allowed to work on 
development projects in .the sugar vone, the rates of progress in the two different 
problem areas would benefit the sugar class and worsen social conditions for 
laborers. Therefore, GERAN as a soecialized agency was set up to coordinate the 
differing'activities in the area. USAID's interest was in working in a 1cy develc.-rment 
problem area and GERAN was the only organization which had a snecific nmandate to 
work in that same area. Under these circumstances, USAID need not be a-ulogetic 
about the assistance it gave. 

2. There Wrere several basic flaws in GERAN which, although noted at the time, 
were not fully aopreclRcd by USAID. 

a) The tDrazilian legislation oth land reform a-nears sufficient but a real commitment 
to redistribution (as opposed to colonization) that did not exist outside ,fGERAN. 

b) GERAN was denendent upon indirect government financing and lacked 
exoropriating authority. 

Despite these failings, GERAN was able (largely due to the 'ttnacityt of its 
Executive Secretary) to implement one pr'ojcct 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 so and that such determination 
has to be evaluated on the basis of action and not legislation or policy statements. 

FRC:dek 
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ANNEX 

SOURCES OF 1NFOri7ATION RELATIVE TO GEIBAN 

I. 	"Brazil's Program for the Sugar Zone of Northeast Brazil" fecife TOAMI A-i7. 
July 12,1966n. 	 "Brazil's Program for the Sugar Zcne of Northeast Brazil" lecife TOAID A-25, 
July 25, 1990

2. 	"Sugar 7one ,Modernization & Diversiflcation--GERAN"A.I D. Country Assistance 
- .Program Booh: -- lY 1938 Brazil (Part 1, Page 93)

4. 	 "Ex-Executive Secretary's Statements Before Congress on the Purpose of CERANN 
Recife (CONGEN) A-25, September 13. 1967. 

5. 	 "Prospects for and Problems of U.S. Technical Assistance to GEflAN", by
D.A. Fitzpernld under Contract AID-12-0131. 

6. 	 "Reactivation of CERAN Urged on Several Fronts" Recife Reuort N'). S,
 
,nrch 8, 1958.
 

7. 	 "SUDr:W r.estates Interest in AID Financial Assistance to GERAN W, Rlecife 
(CONCEN) A-85, October 9,1968. 

C. 	 "GFC-AEPN As It Now Stands, Ieciffe TOAID A-1?2, September 15,10139.
9. 	 ":{on-Capital Project Paper (PROP) - Pural F*.ehabilitation and Reform (51.-11­

1 li_249. 4),, R io TOAWD A-79!6, July 2f01970.
 
" "-%v Sugar Zone .2odernization:CERAN A!proves its First Project", 
 Riecife 

CONCEN) A-4, January 21, 1970. 
It. Recife (CO.GEN,A-20, June 15,1071, (feports on Inauguration of CEAN's 

First Land Peform Project).
1. 	 Pecife (CONGE:i) A-62, November 4,1071 (PIeports on Decree Abolishing CERPN).
.'. Project A praisal lteor--"fura! P chabilitation and fReform", US AID/Brazil, 

Decebner 21, 1971. 
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