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Reforma Agrfivia (IBRA), o iInstiiuto
do Agueur e do Alcool (1AA), o
Instituto Nacional do Deseunvolvi-
manto Agrdric {(INDA) e o Banco do
Brasil S.4.

Stlo objetives do GERAW:

a) - Modernizagiio ¢ diyersi-
§icegho de atividadus apgricoias
dentro du drea abrangida pela agzo-
{inddstrin cunuvieira do Noxdaste,
tutvavée: da redugilo dos oisios de
produgiio ¢ do aunenio da preduii-
vidade com & uillizagfio de modernas
téentenn agricolus, materinis de
cousumo ¢ squipomento, @ avirgyda
da intioduciio de culnu;ua fiiversi~-
fieadas cow Snfase na produciio de
alimenios

b)) - lcderzmizagtio ¢ diversd
fiesgto Jde atividades iadeniitars
que vellisom o cana-de~agucay e
produtos dayivados como madnia
prima, atravdn: do emprego de
fcécnluan e matalnarlas apevfei-~
icoadas da fabricaghio do acuear,
‘vleundo i weiboria dz qualideade,
tao ammento dn produsividade, e &
Iredugie do ensio; da etiminagdo
ide ponion de estreagelapenio na
produgfio @ nos Lronspories: e:
ido deszavalvimenso ¢ esviraleo o
laddsexias rurais para o uso de
produies derivados da cana-de-
agucax @ de produios surgidos
ecom & receate diveralfilcacgdo,

Sugar and Alcohol Xmstitute (TAA),
the National Agrarian Development
Institute (INDA) amd the Bank of Brazil,

The objectives of GERAN are:

a} - Modernization and diversi-
fleatlon of agricultural activities
within the area cccupied by the
Northensi supar agro-indusiry, chrough:
reduction of produciien costs and
incrensing produeiiviiy wich use of
wodern agricultural technigues, supplies
and equipment, and loatroduction of
crop diversificasion with =mphasis
on fond producyion:

. Modernization and divars
indeanyvinl actlvivies

by -
ficavion of

which use sagen cang aAud by-producis
as pyime macerial, throeugh: use of

improved gupgar milliag cechnidees zund
machinexy for incvasszd guality, produc:
tlvicy and roduced cost: elimination of
bocitlenzels in sroducilon and vrans.
poviaiion, and: devalomment and
epcouragenzan of wural ifodustry foz

use of sugay by-producvs and

the products of azwly diversified
agriculivye;
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e projetos oparacionais, ¢ méiodoe
de implemontagdo; um especialista
em veforma agriria, recolonizagdo

e planajomento gpricole; um especi-
alista em planejamento para o desen-
volvimento de vecursns hwnanes {(in-
clusive a fase de agflo comunitdilal,
e consultores por perfodos de curta
duragBo, em campos espocializrdos
que forem mitusmonie acordadgos pﬂlaﬁ
partes comiratautes. A wedida que

g necessidades adiclonaulis do pro-

: grema 8¢ torneom defimidas, outyos

téenicos poderido sey arxepceatadogs,
dentvo das disponibilidaden de
recuvaos, mediante termo aditivo

a €3%e convanio.

A egulpe de vdenicos noxiae
SMETINN0T 2EICOSOYLrd 4 Sncieiaria
Exeeuvtiva do GERAY cepeeificamonts
en quasifian talc comoe

i, Plapejomento global da
lmplemontacidc do progwmena Ao GARAN,
incluindo o elabowagio, do org-moni-
tog o ¢uriu e longo prauos

2. ElabowrgBo de pluaoes opori-

elonnls = proswenns de iwahalhos
para as diversas unidades divisi-
onfrias do GE2AN, a fim RGEREUIDL
lhes o wixime do letogragin e courdo-
nagdo.

fde

3. A ipstituiqfo de procedis
nentos e critdrios pavs o 2xame o
processamsnie de propostas de
projeio de usinas,
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implementation; one agrarian reform
regettlonont and egricultural plamming
specialisk; one planning specialist

in human resource development (including
community actlon phase); and shoxtwzezrm
consultanto fn speclalized fieids as
nay be mutually ageeed upon by the
payviles concarned. Ag additiounal
program needs ovecone firm, othex
rechnicians may be added, witlidn
avallable cesources, upon ameniment

of this agraeuwent.

The team of .5, technieians will
asslee the Enscucivae SeverecaTio: of
GERAT specifieally in such manicr
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and work proprams for cho 3
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IV - RESPONSABILIDADRS

A. O GERAW concorda em:

1. Prover pessosl para atuar
80 lado dos técnicos norte-~americanos
postos & disposigdo nos tArmos daste
convénio.

2. Dar 2 equipe norie-americana
todo o apoic logistico necessdrio ao
eficlente desempenho de sua missio.

B. A SUNIRE concorda em:

Agslseir o GERAM na obtengéo.
dos recursos iinanceiros, tdcnlcos
a outros, do Govérno brosileirzo cu
de outras fontes, uecessirios para
lnplemencar os aebjetivos especificos

i desceriton megte convenis.

C. A USALD conconds cm:

J. Apoiar os abjeiivas do pre-
grama do GERAN,. provando US$3i57,000
pure o custeio dos contratos dos
especialistas que serd3n tvazido ao
Brasil, de coaformidade ecom ésote
convenio.

2. Prover o8 wecurass necessis
rios para viagens e despesas pefsonls
auteorizzdas dou especialisias novto-
ameiricanos ciiedon neste couvénio.

IV -~ RESPCNSIBILITINS

A. GRERAN agrees to:

1. Provide staff ¢o act as
counterparis to the U8 technicilans
provided under this agreement.

2, HMake available to the American
team all logistic support required
for the effectyve performance of £fas
assiganent.

B. SUDIRE agrees io:

Acsist GEBAY in gecuning of
fipancial., technical and other resources
from GOB ox othez sources as required
to implement specific objectives
desciribed in thic agreemeni:.

C. USAID agrees to:

1. Suvppori ihe objectives of the
GERAN progrem by providing $157,000
for contructual cost of epeeialiste
who will be broupht to Drazil, in
accowdance with thia agreement.

2. DProvide funda for travel and
authorized peursonal eipenses of the
fmerican spacialists under this
agredmani.

v ve MR S T v s LB T ey e e

For the Covparcting Lovermnn! or Agrney

s

-
1
siona TRt L L Varres wresmommorney W6 (O hgee rans s gm-’m-"-'rk'!‘.t:l..w....._

TITL K2 ,’ lroaew

E o2t Lgrney (oo datemettioul Cavlopmant

!


http:objeCiI-.c.ur

e PROJECT AGRERMENT . g'fgf'{‘if‘i’g%’_‘;'@ 4 PAGE_B 0FR_PAGES
DETWEL AID AND - - = .
PROAG 2 Agveomznt Mo, 3. Ljﬂnglno! o
CONTEIUATION SUDENE aund GERAN,Agenciles HL 269,4-3469-12 Revieton Mo.
SHERY 3 rux‘ui‘l/ﬂ’.‘nh"'}; Thle
ENVFARAROP THIE COVERNNMINT Ao
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A. A comtratagiio de cada um dos A.  The contracting of each specialist
especialistas cltados neste sonve- wentioned herein will be subject to
nio ficaréd condicionada i aprova- the vrlor apprcral of his bip-
¢80 prévia do xesperivo cuririculum data by SUDENE and GERAN.
vitae por parte da SUDENE ¢ do
GERAN,
B. O GERAN encemivhazri 2 SUDENE B, GERAW will forward to SUDENE and
e & USAID rvelanérios trimestrais USAID, quarterly reporis prepared by
elaborados por cada un dos egpeci- each Anericaa speciulist mentioned
alistas norce-anericanos citados herein.

naste convénio.

C. O presente convénio entrard Co  This agrocment will b effecive
em vigor wu dutz du Gliine ascivn- as of the date of the lass signoture
tura e permanecerd cm vigor aié o below and will remain effecuive uniil
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UAIVER ~ PROJECT AGREEMENT NE-249, 4~3-69..12

Having roviewsd the proposed implementation of the attaghed
Project Agrssmsnt for Rural Rehabilltation and Reform
(512-11—150-2#9,4)0 I hereby prant a waiver allowing funds o
be obligated for the sorvices of the Davelopnent Planning tean
wnder the agroement but not sub-obligated until determination
of they detalled scope of work has besn made. (M.0. T12.4, ITI.A.B.2)

It is anticipated that this determination of the ccops of
work will be mado by December 27, 16569, I¢ funds are not qub-
obligated by that dute they will be ensomatically deobligated.
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Donor 11, tion
Assoclato Dirvector
USATD/Mrazil (NEAC)
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Description of Northeast Brazil
Sugar Zone and U.S.A.I.D. Plans
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Background

Along the Northeast coast of Brazil, an alluvial plain of
from three to eleven miles width and several hundred miles

in length, is the site of Northeast Brazil's oldest industry.
For more than 100 years, most of Brazil's exported sugar
originated in this zone, which is called the Zona da Mata.
This industry, now in its second century, is frought with
many problems. Archaic methods and machinery, some pieces

as much as 115 years of age, are still in use, resulting in
a lowindex of productivity per man day of work than sugar
grown almost anywhere else in the hemisphere. This low
productivity is in part the result of outmoded methods but

is also related to low levels of income by the hundreds of
thousands of sugar workers in the region. Many of these
workers are underemployed or unemployed for several months
out of the year but receive credit advances with the
company's stores, thereby resulting in an eternal personal
and family debt status. The system has been firmly entrenched
by special sugar subsidies paid by the Brazilian Government
for Northeastern sugar. These subsidies have been almost
inviolate for years because of the political influence which
has been acquired by the few wealthy families controlling the
industry. The subsidies and political influence exercised
by the industry have amounted to severe disincentives to
reform.

Government of Brazil Response to the Problem

In the mid-1960's, the Government of Brazil created a special
agency(f@EEjE)(Special Group for the Rationalization and
Modernization of the Sugar Industry of Northeast Brazil).

The original legislation creating GERAN made GERAN respon-
sible to four other Brazilian Government entities--SUDENE
(The Northeast Development Agency); the Bank of Brazil;

IAA (The Institute of Alcohol and Sugar); and IBRA (The
National Institute for Agrarian Reform). The necessity of
GERAN's satisfying the bureaucratic mandates of its four



collaborative but controlling agencies resulted in a stalemate.
For several years, a skeletal staff of GERAN employees tried
to maintain some semblance of attack on the area's problems.

A second phase began in 1968 with a major revision of the
enabling legislation inverting the administrative structure as
originally prescribed. In this second phase, GERAN has the
responsibility for planning and assessing the other four
entities the finances which are to be contributed by those
agencies and their roles in the implementation of the plan.
GERAN receives some funding in its own behalf, but relies
mainly upon the IAA and SUDENE for grant funds, on the Bank of
Brazil for loan potentials, and upon IBRA for the implemen-
tation of technical projects. GERAN conceives the problems

of the sugar zone as requiring total attack: the sugar
industry must be modernized, much of the acreage now under
sugar cultivation must be diversified into other crops,
substantial amounts of land must be redistributed, requiring,
also, elaborate preparations for training land managers,

for extension services, and for a full range of educational
manpower training/re-training.

U.S. Government Assistance

The U.S. is interested in facilitating the evolution of

GERAN's plans for applying credit, technical assistance,

human resources development training and greater political
awareness to the chronic economic and social problems

of this critical area in the Northeast. Specifically, U.S.
A.I.D. is responding to a request from GERAN for grant
financing of contract advisors. The present proposal

finances a 3-man team but it is expected that the team may
ultimately expand to as many as 10. Furthermore, a local currency
grant for a dacastral survey to the area has been made.

U.S. A.I1.D. has been discussing internally the possibility of

a $10 million loan to supplement the extensive Brazilian finan-
cial resources that will go into farm and production credit

to modernize the sugar industry and to offset the displacement
of thousands of sugar cane workers by helping them manage
family-sized farms or to be retrained to enter the labor

market of the growing industrial complex of the Northeast.

One of the means adopted by the U.S.A.I.D. to accomplish

these goals has been the creation of a new position in the
Northeast Area Office. This position, Deputy Associate



Director for Social and Civic Development, is to be occupied
by a person of at least FSR-2 personal rank and will have the
function of the coordination of all U.S. Government
relationships with GERAN. This person will be the manager of
all assistance rendered to GERAN through A.I.D. contracts.

He will, furthermore, have responsibility for coordination
internally in the U.S.A.I.D. Northeast Area Office and

with the Rio de Janeiro headquarters offices to maximize
U.S.A.I1.D./Brazil's attention to the problems in the Zona

da Mata. '

The Deputy Associate Director for Social and Civic Development
will respond to and be supervised by the Deputy Associate
Director of U.S.A.I.D./Brazil (NEAO)/Consul General in Recife.



.
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Staffing Of GERAN
578 - /8- ~/%0 ~245

Since its inception by Exccutive degree in 19606, GERAN has
undergone severe administrative groving pains due to a weal
legislative mandate to begin with and a struggle among menber organi-
zations for control and direction of this policy-making ncw organiza-
tion. Where GERAN would stend among the nuwerous development
organizations of the Northeast exacted more organizational maneuvering.,
This power clash has becn orgenizationally corrected by structural
changes in the ruling body of GEDNAN bringing about a Lalancing and
equalization of power belwoecn the suiar regWlatory acency for the
sugar interests and the governuent ageneles responsible for broadly-
based economic developacent, Provably the waler shed of this struegle
vas the powerful lezislation cstabliched in the presidential deorae
of December 1908 and the Ninth Institutional Act of April of 1959.

The GERAWN Stoff ig currently corprised of 35 marbers with
projections for 20 more technicions. The technical staffl suoportis
the Executive Sceretary wvho reports 4o the Deliberative Council --
the ruling body made up of reprecentatives foon the Tiv. governing
agencics. They are the Sugar and Alcohol Inchitute (18A), the
National Institute for Agrarian Relform (I8iA), the Benk of the
Northeast (BIE), The Regional Development Superintendency for the
Northeasi (SUDRNE), and the Habional Institute for Agrarian Develop-
ment (INDA). The technical cta®f vhich has been largely attracted
from other federal and stotc agencics is youns, represents a variety
of academic disciplines but understandsbly is lacking in agrarian
reform policy and practiccs. Tucy arc organized into uni. . Tfor
agro-industry rodernination, axriculture production and husan
resources, To geb around resirictive governmant perconnel cellinge,
the staff is periodically avironted Lhrouzh contract arrangernents,
One reliable reading on the efficiency of the organization is that the
veak points arc at the higher levels., Furthcrnore, the top staff
is overburdencd with ranaserent problems leaving vnatiended Lhe
young cathusivctic but wnpracticed technicinn staflf,

It may be significant to nobte th-t tihe Tirst project from an
usira suvbmitted for Groa conszideraticn wos referrcd to a U.sS,

agro-tusiness groun working in Aluzgoas Zor evaluation and recommenda-
(=) - p-
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tion. Quite reasonably, Lhe purpose of U.S. technieal assistance
to this project is to beef-up GERAN's capacity for project formula-
tion and approval throush the instituting of sound management and
technical practices.

Funding of GERAN activities which naturally influences staffing
is unclear. Within the national government commitment, there is
to be substantial monies carmarked for GERAN. However, the funds
are specified in the federal budget for transmission through the
member agencics., The member entities, having to account for these
funds, are recluctant to release funds until GERAN is actually imple-
menting projects. This stand, taken mainly by IAA and TBRA, has
led to some nisunderstanding as to the sincerity of the membor
groups in suppoxrling GERAN goals., In the interim GERAN is running
on a shoe-string budget,

LA/BR .. 3/70
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111, BACKGROUND

IS¢
A, Northeast Brazil and the Zona da Mata

The work to be performed under the proposed contract is to be
an element, nopefully an important element, in the joint Brazilian-
United States efforts to alleviate some of the longstanding economic and
social problems of Northeast Brazil, The sugar zone, or Zona da Mata,
which is the target area for the proposed work, is a key area in North-
~east Brazil, In order to put this proposal in proper perspective, it is
considered advantageous to make a few comments about the present

economic and social situation in the Zona da Maita.

Northeast Brazil, including the Zona da Mata, has for decades
been considered a problem area. It is heavily populated -- reportedly
some 25 - 30, 000, 000 people live in the area as a whole -~ and has a
very high birth rate. Its natural resources, including the land (worn
down by centuries of sugar monoculture with inadequate fertilization),
are generally meagre, industrial development, at least compared to the
South, has been very slow; the disparity between the wealth of the few,
including the large sugar produccrs, and the rest of the people, has been
very large; political unrest, stirred up in part by various agitators,
taking advantage of the undeniably poor conditions of the mass of the
people, has been periodic and even today considerable unrest exists,
The activities of the ''ligas componeses" in the late 1950's and early

1960 focused world attention on the problems of the area.

The Zona da Mata itself consists of a strip of land about 800 kilo-
meters long and an average of 100 kilometers wide lying along the coast
of Northeast Brazil, Sugar is its dominant industry. It has been grown
in this area for over four centuries and for much of this period the Zona
da Mata was one of the major sugar producing areas of the world, The

industiry is centered in the coastal strip of Pernarnbuco but extends

4
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north into the States of Rio Grande do Norte and Paraiba and south into

Alagoas, the second largest producer, Sergipe and Bahia,

According to the 1967 report of Hawaiian Agronomics International,
there are "an estimated 1, 500, 000 hectares in sugar farms with approxi-
mately 515, 000 hectares devoted to the production of sugar cane with an
output of over 20, 000, 000 bags (60 kgs. each), or 1,200, 000 metric tons
of sugar each season, It is also estimated that 450, 000 people, includ-
ing workers engaged in supporting services such as maintenance of live-
s tock, are employed by the companies producing this sugar, More than
two million persons depend directly on the income derived from such

employment for their livelihood, "

Much of the land is rolling to hilly, Sugar production has gradu-
ally worked its way up the sides of the hills so that nearly 1/3 of the
acreage is on slopes -- 20% or more -- so steep as to prohibit under

any circumstances the economic use of tractors,

According to GERAN there are 103 Sugar Estates (usinas) now in
operation, Of these, about 80 are in Pernambuco and Alagoas, One was
turned over to the Brazilian Agricultural Reform Institute (IBRA) for re-
settlement in 1967, A few others have gone bankrupt and are under the

control of the Sugar and Alcohol Institute,

The acreage in individual usinas ranges from very small to over
50, 000 hectares, The sugar grinding capacity of the mills on them is
equally varied, Production in a normal crop year ranges froni over
50, 000 metric tons of sugar for the largest usina to less than 100 tons

for the smallest,

Some usinas produce a large proportion of the cane they grind,
Existing laws require that at least 50% of the cane ground by any usina
must be purchased from cane growers, although some usinas, such as
Usina Agua Branca in Pernambuco, grow a much larger proportion of

their own cane, thus ignoring the law. On the other hand, at least



one mill, Usina Brazil, purchases its entire cane supply from inde-
pendent cane growers, Though accurate statistics are not available,

many small can farmers (fornecedores) rent all or part of the land they
farm from usinas while others own their own land and occasionally rent
sugar cane land to usinas. In Pernambuco, for example, of the

208, 000 hectares in sugar cane, 93,000 -- or 45% -- is grown by usinas,
37,000 -- or 18% -- by fornecedores on land rented from usinas, and
78,000 -- or 37% -- by fornecedores on their own land, or land rented

from others.

The number and composition of workers on sugar cane growing
lands is not well documented, One large usina visited by Dr. Dennis
FitzGerald of Checchi and Company in 1967 indicated it employed about
900 persons in its manufacturing operation and some 3, 000 in its field
operations of which perhaps 30% were women while older children con-
stituted another 15%. Of the {ield workers in sugar cane as a whole, the
owner thought that perhaps 60% worked for fornecedores and 40% worked

on usinas,

It is clear that sugar cane field workers are poorly paid and have
a veiry low standard of living, The government has established a mini-
mum wage rate for them of about $10 a week, The law is not really

enforced.

It is apparent that the fornecedores, by one device or another,
generally fail to pay minimum wages to cane workers by considerable
amounts. One way of cutting the rate is to require more production per
day of the worker, While many usinas probably discount the payments
to workers too, a number of the more progressive and forward looking

appear to be meeting legislative requirements,

There is believed to be considerable unemployment among sugar

workers although exact statistics on the amount of this unemployment



are apparently not available. Certainly there is considerable underem-

ployment, if for no other reason than that there are heavy seasonal
demands for labor during the six months harvesting and processing sea-
son, This large pool of seasonal labor represents a special problem

in the area,

Almost every phase of Brazil's sugar industry, including that in
the Zona da Mata, is covered by government laws and regulations;
total sugar production; sugar production in each state and by each mill;
prices paid and received for sugar; prices paid and received for cane;
wage rates for factory and field workers; the percent of cane to be
bought from fornecedores; even the land to be made available to workers
for home gardens. One third of the total Brazilian sugar production has

been allocated to the Zona da Mata,

The sugar cane industry in Northeast Brazil is in trouble for a
variety of reasons., One of them currently is very low world prices for
sugar, Brazil, while it has a considerable quota from the United States,

has to sell a significant portion of its sugar exports in the world market,

More importantly, the Northeast Brazil sugar industry is in
trouble because it, particularly the agriculturél component, is utterly
archaic and many of its mills are too small to be economic under any
circumstances. No rcal improvements in sugar production in the area
bave been made for decades although a few usinas are now beginning to
modernize. The yield per hectarc is estimated at about 40 tons of cane
as compared to some 50 tons in southern Brazil, a situation which con-
tributes to the fact that 3.6 man days of lahor are reported to be re-
quired to produce a ton of cane in the Northeast, as compared to 1,2
man/days in South Brazil. (HAI reports that it requires only about a
quarter of a man/day to produce a ton of cane in Hawaii where, however,

production conditions are different, )



In most mills machinery is antiquated and sugar yields are low,
Trangportation is inefficient and costly, Delays in cane arrival at mills
soinetimes amount to as much as a week, These delays adversely
affect yields, The HAI report makes over 50 specific recommendations
for improving mill operations and estimates financing requirements at
nearly U,'S," $40, 000, 000, For the most part, these recommendations

are still awaiting implementation.

In his report to AID in September, 1967, Dr. TFitzGerald listed

the major requirements in the Zona da Mata as follows:

® Modernization of Sugar Production and Processing
o Diversification of Agriculture in the Zona da Mata
o Land Reform and Resettlement

6 Decvelopment of Human Resources

These remain the major requirements in the Zona da Mata,
Checchi and Company proposes, through this contract, to help GERAN

find ways of meeting these requirements.

B. Early Efforts to Alleviate Problems

The Brazilian Government has been concerned about the problems
of Northeast Brazil at least since the disasterous drought of 1877. Since
then, Government efforts to relieve the worst effects of the area's eco-
nomic disadvantages have been continual, although fluctuating sharply with
weather, political and financial conditions. The major agencies estab-
lished to deal with the situation were, in chronological order, the
Inspectoria of Works Against the Drought, its successor, the National
Department of Works Against the Drought, (DNOCS), and, in 1959,
SUDENE. The latter agency, and the Bank of Northeast Brazil estab-
lished a few years before, were essentially the first to approach the

Northeast's problems on the assumption that they were caused by factors



more complicated than inadequate rainfall. Thus, they were the first
agencies to have a mandate to tackle the problems in the Zona da Mata,

which is, unlike most of Northeast Brazil, not in the drought area.

C. GERAN

The first Government agency with a specific, primary mandate to

alleviate conditions in the Zona da Mata was GERAN.

1. Establishment and Role

In 1965, following several years of deteriora.ting conditions
and increased ferment in the Zona da Mata, the Government created a work-
ing group (Interministerial Sugar Working Group -- GTIA) to work out an
immediate action program to ease the unemployment problem in the area
and to develop a longer-range program aimed at solving the fundamental
problems. The Group recommended that a full-time agency be created to

deal with these matters and, in August, 1966, GERAN was established.

GERAN was, and to an extent stiill is, a coordinating group, de-
signed to coordinate the efforts of existing agencies with particular cefer-
ence to the sugar zone. The main agencies to be coordinated were, and
are, represented on GERAN's Deliberative Council: the Sugar and
Alcohol Institute (IAA -- a Government agency-trade association of sugar
planters and industrialists), the Brazilian Institute for Agrarian Reform
(IBRA), the National Institute for Agrarian Development (INDA), the Bank
of Brazil and SUDENE,

The role of GERAN is to:

e Assist in the rationalization and modernization of the
Northeast sugar industry, both agriculturally and
industrially.

e Assist in agricultural diversification in the sugar
-zone, utilizing, among other resources, land and
people no longer required for sugar production
after modernization.
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e Assist in reforming land tenure arrangements (agrarian
reform) utilizing, in part, land and people no longer
required for sugar production.

e Improve the welfare of the people in the sugar zone
through the above steps and through direct programs
aimed at developing human resources and at improving
the conditions under which people live.

In short, GERAN is to coordinate the efforts of a variety of agencies
to achieve social and economic goals which are both vital to the region and
very difficult to achieve, given the social and political situation in North-
east Brazil. The concept is to provide the sugar usinas with much needed
assistance in modernization in return for their cooperation in achieving

the other goals of the program.

2. Early History of GERAN and the FitzGerald Report

GERAN had a very slow start, Although the Agency was
established in August, 1966, the terms of reference were not approved,
and the Secretary General appcinted until December, 1966. Over the next
several months a small staff was recruited, mostly by secondment from

other agencies, and work began.

The basic approach of GERAN, then as now, was the stimulation,
"review and approval of voluntary plans for modernization, diversification
and land reform, prepared by usinas with the assistance of consultants.
By August, 1967, GERAN had received one such application, which had
been initiated before the establishment of the Agency, and was in the
process of reviewing it. In that month, the Secretary General resigned.

In so doing, he stated that GERAN's organizational structure, which placed
the Deliberative Council, and particularly its President (who was also the
President of the Sugar and Alcohol Institute) in a controlling position,

rendered progress impossible,

By coincidence, Dr. Dennis FitzGerald, a Vice President of Checchi

and Company, arrived the same day to assess the prospects of GERAN for
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AID. In his report, Dr. FitzGerald raised a number of fundamental
questions about the goals and approaches of GERAN, and also recommended
that the Agency either be strengthened vis a vis its constituent members

and made more independent, or that it be merged with SUDENE,

3. New Legislation and Developments

After the resignation of the Secretary General, GERAN
appears to have remained dormant for over a year. In October, 1968, it
received a new and much stronger mandate, somewhat along the lines of
Dr. FitzGerald's recommendations, in the law approving SUDENE's IV
Master Plan. This law, plus a Presidential decree in December, 1968,
established the basis for the reorganization and dec' elopment of the Agency.
The law and decree clearly established GERAN's role in all respects, in-
cluding land reform and human resources development. The Deliberative
Council was enlarged with the addition of representatives of two state
governors, but its role was somewhat reduced and the power of the
Secretary General, renamed the Executive Secretary, enhanced. The
Presidency of GERAN was made to rotate among the chief executives of
the constituent agencies. GERAN was also given an increased element of
financial security through the establishment of the Fund for the Moderni-
zation of the Northeast Sugar Industry (FURAGRO), with specific revenue

sources.

In February, 1969, a new Executive Secretary, Colonel Ivan Ruy
de Oliveria, was appointed and steps made to increase the size and strength
61’ the staff, mostly through seconding from other agencies. In April,
GERAN developed and issued regulations (normas) for the sJabmission of
modernization projects by usinas and shortly thereafter began the review

of the first applications.

4, Present Status of GERAN

GERAN can now be described as a young, growing agency

which appears to be firmly established and well accepted, but which has

12



yet to prove itself. It appears to represent the major hope for solving or
alleviating the numerous problems in the Zona da Mata, and to be recog-

nized as such.

According to the Deputy Executive Secretary, GERAN now has a
staff of 48 technicians, 17 auxiliary technicians (with less than a BA degree),
and 68 others -- for a total of 133. He expects to have 175 or more on

board by June 1970.

The staff is now organized into five line divisions, plus a Technical
Coordination Office. This latter office functions at a somewhat higher level,
carrying out both the preliminary analysis of applications before submission
 to the other units, and the final review after the units have completed their
specialized review. The five line units deal with industrial modernization,
agricultural modernization, land reform, human resources development
and basic surveys. In addition, there are administrative, legal and public
relations offices. An organization chart prepared by GERAN and USAID

is included here for reference. (See page 14)

We understand that there is some dissatisfaction at GERAN with the
organizational structure as it now exists and that USAID has been asked,
4 through the Public Administration Division, to make recommendations for
a further reorganization. However, in discussing Cheecchi and Company's
proposed approach to the work, we assume the existing structure will

remain.

Although GERAN now has a staff and structure, it is just beginning
its actual operations. At the time of Mr. Teele's visit to GERAN
(December 3), a total of five completed applications from usinas had been
received and were being analysed. More than 50 more usinas had sub-
mitted letters of intent to prepare applications and some of these were
already in the hands of consultants. The first application, that of Usina
Cucau in Pernambuco, was approaching the decision stage. However,

according to USAID and GERAN, the application is deficient in many areas,
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particularly in land reform and human resources matters, and there was
some question whether, or in what form, the application would be approved
and the project implemented. Judging from the amount of work involved in

dealing with this first application, GERAN has a huge task ahead of it.

5. Foreign Assistance

Although the problems with which GERAN was established
to deal are of great concern to AID and, presumably, other assistance
donors, relatively little assistance has been provided to date. This has
been a result of the weakness of GERAN prior to 1969, Nevertheless,
USAID has provided. from time {to time, the assistance of direct hire
- technicians. Dr. FitzGerald's 1967 report was not strictly assistance to
GERAN since it was addressed to USAID and concentrated on recommenda-
" tions to USAID regarding future assistance. In 1969 USAID has provided
increased assistance by direct hire technicians, and some short-term
contract assistance for application evaluation. In addition, during the
summer, GERAN and USAID signed Project Agreements for technical
assistancc covering (1) the assignment of a vocational education advisor
from the Arizona State University Team who went on board shortly there-
after, and (2) the technical assislance team contemplated in the present
proposal. USAID has a working group established especially to develop

and coordinate assistance to GERAN.

It is clear that the level of foreign assistance will increase
dramatically in 1970. The present contract is the main element, and we
understand that its scope may be significantly increased on the basis of
requests from GERAN alrcady received. In addition, there have been
conversations with the World Bank/FAO and with the British Government
regarding possible assistance. Other possible assistance includes a pro-
posal from the Yugoslav Government for a turn key sugar mill to be used

in connection with modernization, training or other purposes.
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IV, SCOPE OF WORK

A, Basis

The scope of work to be performed under this contract is based on
the Project Agreement signed between USAID and GERAN in June 1969 and
on the RFP, Therc is nothing to be gained in repeating here the scope of work
work as contained in those documents. However, we believe that the scope
of work is open 1o some inlerpretation and feel that an understanding of
Checchi and Company's interpretation will assist AID in evaluating this

proposal.

Section V which follows provides a more detailed discussion of

Checchi and Company's proposed approach to the work. This is the main

element of our technical proposal,

B. Checchi and Company Interpretation of Scope of Work

The contractor is expected to assist GERAN in the realization of

its four inlerrelated objectives, and to do so in three interrelated ways.
As already stated, GERAN's four objectives can be summarized as:

o Rationalization of sugar production

(-]

Agricultural diversification
e Land reform
¢ Human resources development through improvements
in health, cducation and welfare
This assistance in realizing GERAN's goals is to be supplied

through assistance in:

e Long- an!intermediate~-term planning and programming
e Program implementation

e Improvement in GERAN organization and procedures

16



C. Personnel to be Supplied

The Pro-Ag and the RFP are quite explicit about the technicians
to be supplied under this contract. Generally, Checchi and Company pro-

posed to stalf the team along the lines indicated in those documents.

The basic technical assistance will be supplied by a three-man team
assigned to appropriate offices within GERAN. This team will be composed

as follows:

@ Chief of Party and Development Program Economist
e Resettlement Planning Specialist

® Human Resources Development Planner

A detailed discussion of the role of eaéh of these technicians is

given in the following section, Checchi and Company Approach to the Work.

A discussion of the candidates proposcd by Checchi and Company is given

under Section VI, Staffing.

Additional assistance is to be provided by short-term specinlists.
The RFP contemplaics six specialisis, each for one month., Checchi and
Company feels the determination of short-term specialist needs must wait
until the project has started and the technicians have had an opportunity to
work out with the GIERAN staff and USAID the precise requirements. In

this proposal we are allocating four man/months for short-term specialists.

Checchi and Company proposes to use the remaining two man/months
of effo'rt during the first year for home office backstopping and supervision,
One of the main advantiages of using a contractor rather than direct hire for
technical assistance projects of this type is the availability of home office

backstopping and supervision by senior officials of the contracting organization.

In addition to the personnel contempleated in the RIFP, we understand
that GERAN has requested that AID furnish additional technicians in a variety
of specialties, Checchi and Company proposes to assist USAID in evaluating

these requests. Should USAID decide to grant such requests, Checchi and

17



Company recommends that the additional technicains be included under

the proposed contract. It is our expericnce that multiple foreign organiza-
tions attempting to assist a single agency simultancously brings unsatis-
faclory results. Checchi and Company is quite prepared, should the
contract be awarded lo us, to recruit the necessary additional technicians.
We have already entered into discussions with prospective technicians in
some of the categories requested by GERAN. A more detailed discussion

of these matters is included in the following section.
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