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PARI' ORE: SUJIo1ARY AND RreOMMENDATIONS 

AID-DLC/P-950 
February 11, 1971 

1. Borrower: The GoTernment or Brazil (GOB) for the technical aasiatance 
and the Nationel Bank for Economic DeYelopment (BNDE) , en autonomous 
dependency of the Mjnlatry of Planning, fo~ the construction prograM. 
The lOin to the BNDE will be guar.anteed by the GOB. 

J. Purpose: 

The purpose of the loan ie to proYide financial Ind technical assistance 
to the GOB in creating In appropriately atructured, Tiable. and 
efficiently ~naged end operated agricultural marketing lysteM to improTe 
the merlteting and distribution of food in the North and NorthelBt. TlM 
faciUtie. to be finaDced m'e large end mediUJI sized Yholeille tood 
markets Ind rural food collection centers, in furtherance ot national 
end regi~nal agricultural objectiTeB and policies. Specific teehnical 
assistance will be proTided tor guidance end training in the creation, 
orglnization, management lind operation of theoe ellti ties. 

3'. Description of' the Loan and tl1~ Program ?-nd_~xecutlng Agencies: 

'l'11e A,I.D. loan wlll a~3si:3t In flnancing a portion, 1.e. the 
North and Northeagt, of the GOB's national program of construc
tion, equippinr; and operatIon of wholesale markets in the 
urban centers and ]'ul'al assembly marlcets at major interior 
collection polnt~). InCl::;lIluch as pad, of the operatillg system 
of the markets Inc]urles rnal'l<eL llews servict: and grading and 
standards for produce, A.I.D. will also provide financing 
for technicaJ assistance, Lraining and equipment for these 
activitie~:J' Tn aclclJtlon, tecl1l11eal expertise will be pro
v:1ded for 'tItl()l(~sal(' rnark~~t opel'atLon, I'etall food mal'keting, 
and 1'u[,81 mCil'lIct:ing c'r'F~anJ.zatlon~J. 

The three yeoI' l1'1tJol1al :investment pl~Or,ra.rn will cost appro
Ximately :j;}UO mlJ J ion \'11 th some $70 llliLUOI1 to be provided 
through the BNDE, frOlli its own ancl C'xt(~rnal sources, and 
$30 milllon from RLatc and munlclp:d t~ov(,l'nTllents.· Thus far 
some $32 million worth of project::: have been identified in 
the North and N ort:heas t and f'ea.s;b.l 1. J ty studies for these 
have either boen completed or arc presently being carried 
out. 

A.I.D. wIll not spec:ify the pro,Jects to whlch its resources 
will be applied but, rather, l~ave thIs decision to GEMAB 
and the BNDE based on their review and approval of loan 
applications. USAID wl1l, however, review the finanCial, 
technical and economic criteria which the BNDE and GEMAB 
will use In their analyses, prior to making any disbursement 
under the loan. This paper, therefore, evaluates the overall 
objectives of the program and assesses the capabilities of ; 
the executing agencies to evaluate and implement the sub
projects. 

http:feas'bli.ty
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Executing Agencies: The principal executing agencies 
wIll be the BNDE, GEMAB (Executive Group for the Modernization 
of Food Supply) and CaBAL (Brazilian Food Supply Company). 
Supporting roles will be played by SUDAM and SUDENE, the 

. Development Superintendencies for the North and Northeast. 
While these organizations will be analyzed in deta"il in 
part two, Section II, a brief description of their roles 
follows. 

The BNDE will serve as the Borrower, executing, financial, 
and monitoring agent of the proposed construction program 
a~d will/provide long-term financing for the construction 
and equipping of the markets. 

The Ministry of Agriculture acting through GEMAB, which 
was created by PRESIDENTIAL Decree on November 26, 1969, 
to promote and implement the recommendations for the Food 
Distribution Section of the GOB's Strategic Development 
Program, will be the agent of the GOB responsible for 
overall planning and coordination of the program and 
execute the $1 million technical assis~ance program. 
GEMAB is preside~ over by the Minister of Agriculture and 
includes representativcn from four Ministries and from 
the National Confedel'atJ ':IIi of Commerce. 

CaBAL, a dependency of the Ministry of Agriculture, was 
established in 196? and given a broad mandate in executing 
GOB plans in food supply and regulation. Under the pro
posed program COBAL will participate in the operation of 
each of th~ markets through its ownership of up to 30% of 
the ~~h arCt;, • 

3UDENE and SUDAM would assist the state governments under 
their jurisdIctIon to promote plans for wholesale and 
assembly markets In support of the national program. 

Under these arrangement], established for the administra
tion of the program, GEMAB, assisted by COBAL and the BNDE 
will jointly, under the direction of GEMAB, approve projects 
for economic, financial, and technical feasibillty; 
(1) the BNDE will un(le['t~tkE; tIlC responfjib il,i ty for moni ta
ring the execution of the construction of the markets, and 
(2) GEMAB and Cobal will (a) undertake the responsibility 
of supervising the organization of the mixed economy -
companies which will manage the market, establish operating 
regulations auj ?rocedures for the operation of the markets, 
and provide necessary technical assistance and training to 
the mixed economy companies, and (b) carry out the technical 
assistance programs financed under this loan. 
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Insofar as the institutions are concerned, the USAID is 
of the opinion that they have the capacity to execute 
the program. With respect to the BNDE, this finding is 
based on the BNDE's senerally Bood to excellent record in 
the execution of a large industrial internledlate cred! t 
program utilizing AID progrum loan counterpart (ill excess 
of $100 m1.1l:ion), our review of the BNDE'G prcc-:durcG, as 
outlined in this paper, aile! discussions with the BNDE 
staff responsible for the program. \oJith rc,spect to GEMAB 
and COBAL, our opinion Is based for the most part on the 
quallfication of the executives and staff whlch have been 
assigned to this program, and on the high priority in 
terms of' l'esourcerj and staff which the Government has 
assigned to thJ.B pl'ogparn. 

WI th respect Lo ~'i taff, we llClVC rev.~e\'JcLi tbe cUl'rl.cula 
vitae of the key ~tafr people, and reviewed procedures 
and regulatlons thus far developeLi by them for the execu-
tion of the pl'ograrr. 'rho sti:lff' 1:3 we}l quall fled and 
several :llcmiJers have had ex ten~3 i vc experience wi th tile 
execut:lon of the :JclO Paulo market and In other mari<etlng 
proc;ram0. Our opln.ion J.0 that this st.aff' in conjunctIon 
\'IJtl1 the ~;tafr of the BNDE has the c.apacity to 3at.isfacto
rily execute tlJi:: progl'am. 

We have "oncluderl U12t the institutional arrangements fol' 
the implc:m.'nLa.Llon of this progr'am ape satisfactory. 

4. Loan: 

(a) Amount and Term~' 

(1) Up to :nLj rnj ll:lon to the BNDE 1\lt' a sublending 
pl'0f~ram of \I:h()lesale market con,;t.ruction, on 
follol-J.i.ng te:'ITIs, a. 20 year' amortization perlod 
including a ',-:t'3.CC perJod at' r,; year's vIJth an 
i.nter·cs t Y'ate (:-1' :)~; a yea!' duping the grace 
period and 3';~ d year there!'! Ct.!:::t'. The GOB will 
gual'antee the :oan. 

It 1s anticipatc(j that. Gublo8ns \'IJ.l1 ue made by 
the BNDE on it::.; present terms fOJ' infrastructure 
inves t.ment::.; of nc,t less than Lj% interest plus 
monetary correctlon and up to 20 year principal 
repayment. Any change in intere3t rate or terms 
by BNDE to Borrowc~ will be approved by A.I.D. 
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(2) Up to $1 million to the GOB for a sub-loan or 
sUb-grant to the Ministry of Agriculture, acting 
through GEMAB, for technical assistance on the 
following terms, a 110 :lear amortization period 
includlnB a grace period of 10 years with an 
interest rate of :~% a year during tIle grace 
period with 3% a year thereaftet'. 

(b) Local Cos t Financ ~ing: Fore ign exchange procllremen t 
of technical assistance training and related equip
ment will ~e from eligible source countries. GEMAB 
has indicated the u.s. is their preference for such 
foreign exchange procurement. 

5. Justification 

Except for isolated areas, such as Sao Paulo, the existing 
food distribution ~yQtem in Brazil Is largely antiquated 
and inefficient. 110st farm production in the North and 
Northeast is carried to collection centers manually or on 
pack mules and :301d to IlltCl'mediar'ies who gener'ally 3ell 
to truckers fOT' ,~hiplllcnt to urban centers. Practically 
all of the pel'lsll(lblc produce enterine; the urban centers 
pass throuGh old public who12sale market facilities, 
where spoilaGe 18~GC~ ~rc high, vehicular and human traffic 
ls conges ted, OPC:l'(l tJng [,cale is small and health condi
tions are sub-~tandard. At the retail level, while super
market ch~ins are expanding rapidly, most fre:~h produce 
is sold through public fairs where scorc~~ of' Gmall operators 
wake salec.i fl'Or!1 in,-L: vidual o.;Lalls. 

\'/hi1e moderrlL~Cttlon 1;3 needed at all levels or the distri
bution channel, t-.llC GOB is convinced (and the USAID 
concurs) that the mos\.; urgent bottleneck is poor whole-
s ale fac 11i t i <:::::; ror pl' rislwb le produc ts . For that reason 
the GOB is responding to requests of many state and 
municipal gover'nments to provide assistance for the con
struction of modern facilities. This is not to say that 
other marke t ing prob 1 em::.; 'fLlll not als 0 be attacked, only 
that initial concentration will be made on improving 
marketing facilities. 



6. Background 

Interest in modernizing the food distribution system only became 
evident some 10 years ap;o when SUDENE and the Slio Paulo state govern
ment conunissioned feasibility studies for modern 'lfholesale market 
facilities for Recife and S~o Paulo, respectively. Both projects we~~ 
delayed, but over a period of several years problems were resolved 
and the S~o Paulo market (CBASA) wag completed in 1966 and the Recife 
market (CARE) opened for business in 1969 'trith 3Cf!, of itll planned 
facilities completed. 

USAID's role in food marketing has been limited to technical assist~nce 
and PL 1~80 donlltions. We grant finnnced USDA-PASA specialists in 
wholesale fllcil.i tics (two years) and in market news service (fOlli' 
years). In addition, Michigan state Univl:~rBity 'W8a controcted to 
participate with StIDENE in a study of food marketing in the Recife 
foodshed. The re:-mlts of that study formed the basls of our initlt1l 
review for n poss:lble !Tllll'keting lORn. 

After many years oj' discus::dng nnd studying the marketing problema 
and possible approuches, the GOB hos taken action in the lost twelve 
months to implement I on a priority bosls J the recommendations of tl." 
food distribution sed-ion of Ita Str!lt.e~ic Dcvel0j>ment Pro~am (196-.8-
1910). In a recent (September 1970) announcement of Goals and 
Obje~tives for 1910-1913 (r.f..'~tDs e Bl.lscs), Preoident Medici undel'l:i.ned 
the GOB marketing prop;rom 8S one of the ten priority programs for 
agriculture. To avoid delays previously encountered in implementing 
the CEf\SA and CARE markets, the GOB ha3 decided to centralize the 
national plan and offer Jpecial fimmcial llnd technical assistance 
to state nnd municipal aut.horities in the construction of modern 
,\,lholesale market.s 1.n th epecisl emphasis on periahable produce. 

7. Financial Plan 

'!.he in~estment cost of the first phase of the Rational Program is 
eBtimoted at approximately :r'lOO million, with Bome 4~ of this -
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$40 million - to be diroctl-ld to tho No.'th nnel Northcaot ragiona of the 
country. Of the $100 million national program, $15 million would be 
in the form of a lo~n from A.I.D., ~nd the balance would be from 
internal sources composed of $30 million from the state and municipal 
governments and $55 million from the r;OB. The latter amount includes 
approximately .$10 million from PL_I~B() counterpart. Except for a 
portion of the technie~l assistance, training and communications 
equipment, the entire program consists of local currency costs. 

The fl nuncial plan, not including the $1 million for technical 
ass lst.unce, tra in lng nnd equilJTl1ent, for the A. I. D. as!Jisted areas, the 
North nnd Northeast, is as follows: 

l"undlng Source 

DNDE 

A. I. D. Loan 

state and Hunicipal 

BNDE will 

Amotmt (Millions US$) 

14.0 

14.0 

12.0 

40.0 

be providinc 701, of thl~ financing for ~ach market. However, up to 30% 
would be loaned to C01~\!, wh i ch will purchar,e shures in each of the 
nY'lrkets and, thus, comp!J'fncnt the 3010 equity contribution of the state 
or municipn.ll tyo (The loe.n to COllAL would be repa. id pursuant to yearly 
contribut ions fl'()m Lhc ["lriget of the ivl.ini:d,ry of Agr h:ulture). The 
halance of t.he BNDf·; cootr.i but jon will be a direct loan to the mixed 
company c:-;+,atJl i::,hed to (W:I and opera.te the market. Thus, the financial 
plan for eltch of j·h(~ m:1ri~ets Hill include 6010 equity (30% COBAL, 30% 
!itate 1lnrl/()r !ilunicipality) Hnd 40% deuto 

8. Other Snurcc:; of' Fund~l 

11. In Us letter to /\0 I. D. of December 16, 1969, the IBRD stated that 
it wns not InLcrer.teu ttl consider:l.ng financin{;. for th:ls program. 

b, In it:; letter to A. T. no (Jf f.nrch 2J~, 1970 the lOB' stat.ed that the 
bunk waG not. cuns j derine 'l.r!y loon In the Northea.st agricultural 
markeL !ng sector. 

c. In view of the locnl cost nature of the program, the EXIM Bank 
indicat.r:!o at an EXIM··A. I. D. Liaison Group meeting held December 22, 
1969 that it "filS not intere3tcd in providing financing. 
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d. BNDE (The Notional Economic Dcv~lopment Bank of Brazil) has all 
its resources totally committed end could only supply add1tiohal 
tundl by divorting them trom other high priority projects. 

e. Private investment sources seek a high commercial rate of return 
and since these essentially infrastructure projects do not have 
a high commercial rate of return, it is not possible to obtain from 
the private sector, funds, in addition to those indicated herein. 

f. There has been, in recent yearn, an expansion of available agri
cultural credit. 'rhe possibiHty of using this liS a source of 
financing for this project was investigated. 

This aource wos discorded because : 

(1) Although agricultural 'credit availability has expanded, it is 
not sufficient for ell the projects in the agricultural sector 
needed for Brozjl'G development. 

(2) Private banks trad! tionnlly finance only short to medium 
term 10nns to privntc individuals and firma. A long term lean of this 
nature by n pri veta bunk to ft Governmen·t owned company is not 
conside red a fe6sible source of financing. 

g. 34/18 Funds 
Th es e funds - calle d 34/18 af t er the Code's numerical 
a r ticl i n the laws which creat ed a nd renewed them -
are g nerated from fed e ral income tax due from Brazilian 
and forei gn companies operating in Brazil. They are 
ge ne r ated as a r es III t of an inves tment incentive program 
f or i ndustrial , agri cultural and telecommunications 
projects for Northe a t Brazil. Companies may opt to 
d po~1t - for s bse ue nt invebtment - in the Banco do 
Nordeste do Brasi l, ~ J % of their yearly income tax. 

These proposed NE agricul turnl morketing centers are public infra
structure pro.jects nnd whil e they provide B significant' economic 
rnte of return in the economy 8S 8 whole, it is not feasible to 
consider them prOfitable as commercial investments. Therefore it 
is not reasonable to expect that the private sector investors will 
elect t o Invest .heir 34/18 credits in these pro.jects. In any 
event, there are ot present insufficient 34/18 deposits. existing 
or projected, to finance the 34/18 projects approved for financing 
by SUDENE. Thus, 34/18 funds ere not a practical source of financing 
for this program. 
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h. Some PL 480 resources have been allocated to assist in financi,ng 
the local currency requirements of the NE Agricultural Marketrng 
program. Cr$7.2 million from the Seventh Wheat Agreement of 
October 1967 were allocated. 

From the Eighth and Ninth I~reements, Cr$67.82 and Cr$75.15 
million were allocated respectively through the GOB budget for 
budgetary support in specific and related areas such 8S agri-
cultural credit, agricultural pro( uction, agricultural marketi-ng :... 
(Cr$17.35 million from the Eighth and Cr$l9.0 million from tQe 

1. 

Ninth), rural roads, nnd sgricultural research. 

As indicated in the table in Annex V Exhibit HI PL 480 proceeds 
declined stendily. This contrastn sharply witn increased 
locol currency requirements and the decreased A.I.D. dollar 
funding availability. The major local currency gap, however, 
has been created by the holt of progrom lending to Brazil 
which has imposed even more demands on reduced PL 480 generated 
local currency. The GOB is counting on the funds allocated 
from the 10th Wheat Agreement for this Agriculture Marketing 
Program. 

have 

Because of th e r equireme nts for concessionary loan terms 
which are kn own not · to be available from sources other 
than the abov e , oth r efforts to obtain financing for 
this program wer e not undertaken. 

9. Statutory Criteria 

All sta utory Criterio have" been met. The Statutory Criteria check
list is contained in Annex III. 

10. RccoJ.lmendat i ons 

On the basis of the conclus ion of the USAID Mission that 
the proposed program i te chnic ally, economically, and 
financially sound, it is rec ommended that a ' loan to the 
BNDE, $14 mi llion, and the GOB, $1 million, for an amount 
not to exceed $15 million be authorized subject to the 
following terms and condi t ions. 

a. A.I.D. loan funds may be used as necessary to meet 
cruzeiro costs of the construction and equipping of whole
sale, .combination wholesale/retail and rural assembly 
markets in the North and Northeast of Brazil. 

\ 
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b. Up to $1,000,000 to be used for technical assistance 
and training programs. 

c. (1) The BNDE will repay the :H4 million loan over a 
20 year period, including a 5 year grace period, with 
an interest rate of 2% a year for 5 years, and ~, a 
year thereafter'. The Govornment ot' Brazil will 
guarantee the; loc:m. Tlv; two step option will be 
offered to the GOB wi th l'epayment schedule at 40 
years lncluLling f_e 10 year grace period with an inte-
rest rate 8.t 2:;; per yea}' durIng the grace period and 
3% per yeCl-r' therl~after. 

(2) The GOB wL 11 repay the $.1 million loan wi th re
payment sc!)(:'rlLlled at JH) years including a 10 year 
grace period with an Interest rate at 2% per year 
during til 0 gra eo period and 3% per year thereafter. 
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d. A.I.D. financing will be limited to no more than 50% 
of any BNDE loan for wholnsale and rural assembly 
markets In the North and Northeast. 

Project Committee 

CDLS: 
Engineer: 
Financial Analyst: 
Legal' Advisors: 
Economist: 
Agricultural Advisor: 

Program Officer: 

- R.E. Bobel, C.A. Buchanan, D.J.Mackell 
- O.B. Sparrow, NEER; Jeffrey, ENRO 
- A. Mulholland, CO NT 
- B. SIdman, E. Seiff, Legal Counsel 
- E. Silva; K. Fedor, PREP 
- 3. Krause, R. Beck, T. Ivers, 

J. Wythe - ARDO 
- J. Hulehan, ADPR 
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PART '!WO: PROJECT 

SECTION I - NATURE OF THE PROJEC'r 

A. Descr lpt ion of the Project 

1. The National Program 

The AID lonn of *J) mUlion .,ill assist in financing the North and 
Northeast portion of the Government of Brazil's national program 
of construction, equi.pping and operation of wholesale nnd mixed 
wholesale/retail ma.rkets in the urban centers and assembly markets 
in the major in terior collect ion point,s. Such program forms part 
of the reconnnendations of Brazil' 3 Stt'atcgic Development Plan 
(1968-70) to improve the food distribution system., , Such progra.!I1B 
were also included in President Medici's Septemher 1970 pronounce
ment, called "Goals und Objcctiv/!9" as "'mong ten top priority 
programs of the Brazilian Government for the Agriculture Sector 
over the years 1970 through 1973. 

The program w ill be bll5ed on t.he following general criteria: 

a., Wholesale centers In clties with over 500,000 population 

b. Smaller wh()lcsal~ !M.rkcts or combination wholcse.1e/reta il 
mnrkets in cities between 170,000 and 500,000 population. 

c. Assembly markets in ITVljor interior agricultural producing 
areas. 

An inter;ral part, 01 the in'oCPlnJ will be an cXpllOded mnrket neWR 
service pro~rnm whl~h will operate through the larce wholesale 
centers and inclurle the major producing areliS as well nnd a 
pror;ram of r;r3d.inr; !ll:d clllssificntion of produce. A relatively 
succes::;ful murket lIew:; scrvice program 10 already in operat::'on 
but it will b0 cxpn,rtd,'(! to new areA.3 of the North and Northeast 
with tn the are~ls qf .illf1.uenc~ of th0. new 'ofhoJesnle markets and 
will bc incrco.:>p,j in efficlency so thnt mnrk'!t price inforlTVltion 
1S distrlbute rl tnClrr> rllt,irlly. 

It is estirrnted thai t.h~ three ,,"!IU' natIonal lnv~3ttncnt program 
... ,ill cost. 3.pprox!.mnt.~1J' \..hc crlJ7.cir;.l eqlltvnl'~nt of .$100 million. 
Of this amount, nome $70 million will be contrihuted by th~ 
Government of' firllzil and Intp.rnutiono.l lending in:,tltutlons 
through the Na.tional Ba,nk for Economic Development ':!3NDE) and 
$30 million by the state and municipal Governments. (A more 
detailed cost breakdown 1s included below in Section V under 
our Financial Analyoil1)o Approximatelv 1510 of the projects have 
already been identified. Fe2'lsibility stUdies for these have 
either been completed or are currently in progress. 

http:point.so
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2. The North/Northeast 

AID assistance would be li~ited to the North and Northeast 
portion of the national prop'ra~ Such a focus would be 
consistent with our previous technical assistance efforts 
tn ~rketing in the Northeast and concentrate our assistance 
in the most impoverished areas of Brazil. 

Thus far some $,)2 million worth of projects have been identified 
in the North Rnd Northeast. A linting of these projecta with 
their cost esti~~tes follows: 

a. 

be 

Wholesale Centers 

Salvador 
Rec; fe 
Fortalcza 
Beh~m 

SmalJer whole3ale 

Aracaju 
~.acei.o 
r.~naus 

or 

!~ mIllion 
million 

$5 million 
$h nillion 

combination wholesale/reta.il 

$4 mill ion 
$2. 5 million 
$2. 5 mill ion 

Feas i bili ty studies have been completed for Salvador, Recife, 
Helem, Mrl.ceio, and Araca~u While studies for the ather" listed 
projects are presently bein~ carrIed out. In Addition, the state 
governments of 1-1111"o.nhao, ~rarb(l, Rio Grande do Norte, and Piau! 
are preparing study proposal~ for n~w market facilities for their 
respectiv~ capitals - Sao LU1S, Jono Pessoa, Natal, and Terezina. 

Finally 1 the prntot.vpe phnn for the interior assembly mnrkets, 
presented in the MONTOR report, nre being studied by the GO~ 
Several of these markets will be constructed In major Northeast 
producing areas. Among those being ronsidered are: 

Irece (Bnhia) 
Propri~ (Sergipe) 
Crat.o - Juazeiro (Ceare!) 
F'encuo (Alagoas) 
Bacabal (Mnranhao) 
Iguatu (Cear~) 
Santana de lpanema (Alagoas) 
~guas Bclas (Pernambuco) 
Ararapina (Pernambuco) 

- bean area 
- rice area. 
- cereals area 
~ rice area 
- rice area 
- cereals area 
- cereals area 
- beans area 
- mandioca area 
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3. The AID Lolln 

The AID 10l1n of $15 mill ion would be utilized in the following 
manner: 

a. market construction $14. 0 million 

b. technical a$oistance and training $ 100 million 

The major portion of the AID loun, $14 million, will be repassed 
through the RNDF: for market projects in thp. North Ilnd Northeast. 
Our money w')uld form pi),rt ,:,f Il fund in the lJNDE from wh ich loons 
would b", IMdc to mixed public/private enterpriae3 which would own 
and operate the markets, Il.nd to COBAL which will make an equity 
investment in Lhe markets. 

It is not the purpose of thin paper to identify the specific 
projects to which AID lnan resources would be appl ied. This would 
be the decision of the GOR, acttne through GE.MAB and the BNDE, 
bnsed upon their rev'!0w nnli. fLpproval of loan applications. Our 
approach herein is to eval.uate the executinG ugencieJ ca.pacities 
both to choose projects which are economically nnd technically 
fea~ible and to efficiently admini~ter their con"truction a.nd 
operation. 

'rhe identif!,~dt.ton ':.11' ;JPc\~lr.lc Pl'O,jC('ts to which {l.ID loan 
resource::.; would U~: ar,,'11'~cJ vdl.l be the dccls:).on of the GOB, 
ac ting ttl r'our:;h GErlJrdl and tlH·; r(NlJ/<~, tns cd upon the:tr review 
and appcoval i,r loan :lpplicatlons. lJ:3AID \'lill, however, 
revJew t.he economlc, flnancJaJ. and LeL;hl1icnl cri teria which 
the DNIJE ilnd GEM{I.[i wi 11 use :tTl thei r C1tlalysif3 .• ppior to 
mak:tnF!, Clny rli,~hl1r:~('rri·>nt und'?!' tll,,:) }ncm. Clu>' R.ppr'oach herein 
Js tCl r~va1uaLc the C'··:f:'cuf.:.in?; nF;encJ.e;:; capacl ties botl) to 
choo~~e proJecL~3 \'Ihlcil ;H'8 econorr.ically and technically fe3,slb1e 
and to ndrninlr:,tel' ('~f'r.l.eiently the conr3tpuctlon and operation 
of s~id projPcts. 

To assure Cldequate Il.n'l tim~ly contributiona by the GOB, we will 
agrr::e to finance up to n. limit of )O'~ of ,m'lrket project 10Flm 
approved by GEl-1AB a.nd t;he rJNm:c Inanmllch us the 3tate and/or 
mlmicipality will contribute 301, at' the pro.1ect cost, the o,'erall 
cost breakdown for the lI:)l'f~h/NorthealJt loIUl be as follows: 

Source ----
state/Municipio 
BNDE 
AID 

AmQunt ---
$12 million 
$11• million 
$14 milllon 
$40 million 
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In the event that the state and municipalities, because 
of circumstances and deemed warranted by the BNDE/GEMAB~ 
are unable to finance their 30% of a project" the BNDE may 
finance more than 70% of a project. In such cases, AID 
will participate, as before, in 50% of BNDE financing for 
the project. 

Thus, with the AID ass istllnce the market construction program for 
the North anci Northeaot will be n.pproxi.mntely $40 million or 40'; 
at' the nil t lanaI program. 

Inasmuch as part ')f the operat inG system of the markets includes 
IMrket news servi ce and gradinB and 3tllndards for produce, AID 
will also provi.dc finnncing for technical assistance, training, 
and equipment for Lhcse nctivitics. In addition, technical 
assistnnr.e wiJ.l be provided for wholesale market operation, retail 
food marketing and rural marketing organizations. This portion of 
the program will be administered by GEMAB. 

A complet~ description of the mark.ets, and the technical assistance 
and traIning programs is provided in Section III - Engineering and 
Technical fea~ibility. 

& InstitutionaJ A5pect~ of Program 

The most Importnnt aq)C'ct oj' the loan w.tll be the moder
nization of t.he marl<eting system itself. The existing 
structural deficiencies of the "market" are a serious 
bottleneck to agricultural development. Lack of efficient 
supply channels, pr.tce informatIon, an adequate network of 
storage and supply centers plus the cost of needless 
spoilage, all prevent efficient distribution of production 
and income to the various units operating in the market 
and thus case price distortions and artificial shortages 
which inhitJit oVl'rall .i.llc;I·0a~;eu l-'l'odttctloll and confuse tl1e 
market. cnuslnp, misallocation;, of refwurces; The severe effect of thr. 
1968 drour,ht on ar~ricultural pr ic:e3, with adverse effects on the stabi
lization pror~rllm, wnc; 1 n part uegr.<tvnted by the lnck of storage nnd the 
inability of the market to respond to the situation. 

The decis ion of the GOB t.o establ ish GEMAI3 and introduce national policies 
and programs to impr0ve the market is the result of its realization of 

the defi'c iencles of the CllI'rcnt mnrkct structure (1) that an ad.equate 
market structure i3 necessary for the effectlve lmplementation of credit, 
minimum price, and other aGricultural programs and pollcteo, (2) that 
private ~vestment in the markctinr, sector 1s dependent on both public 
investme'1!'t. in the ba.sic infrustructure Ilnd on sound government policy, 
and (3) that to implement such It pro~ra.m, flnancing and polley guidance 
from the national level Ilre neccS3ary. The decision to create the 
executive group (GE~~B) to coordinate policy and progrrums and the dec18ion 
made by GEMAB to carry out the pr.ogram of construction of wholesale 
markets 18 an important first step in developing the marketing system 
necessary to more rapid development in agriculture. 

Important efforts have been made toward creating a more viable basis 
for the improvement of the market structure by USAID inputs, 
including, (1) the MSU study which provided important data and 



tralned a nucleus of marketing economists and specialists in SUDENE, 
(2) the provison of a USDA specialist in agricultural mnrketing who 
helped in the ann.1.ysis of NE marketing problems, and (3) the initiation 
of the mIlrketing news service Utl n r;l1rvtcc of the Hinlstry of Agrtcul
ture. l'he proposed loan will !)crve the Importll.nt purpose of providing 
necessary resources to (1) necelcrate the implantation of the market 
centers in the North and Northeast, (2) continue and eXp!lnd the insti
tution building work in the Mnrk("t News Service Program which io an 
indispensable part of the lota 1 m'lrket system, nnd ()) provide important 
technical assistance and trainlnp; to GEMl\n in l11ll.rketing and erading, 
wholesale mnrket operation, anri in de'Veloping programs at both the 
production and retail s Idp.s of the l1V1rket. 

Given the overall GOB pen icy and program pcrfonro.nce in agriculture, 
over the past four years, this loan will prove to he effective support 
of both Iln important instituLiomtl improvement in the "market" and other 
programs and poUci.r's initint.erl hy t.he GOB., 

Bac!$round 

As in most of I1ltin Am~d(~(l, the wholf!sale marketinG of fruit3, 
vegetables nn~ nthcr perl3hahle fnod products in the large urban 
centers of Dl'flZi 1 hll:1 heen throlll~h traditioni'll, antiquated 
puhlic markC't..:>o Crl'cal" nnd uther .'ituplc3 arc also handled at such 
markets and Ill:: -, thrOUGh Wl101c[;nlern owning or rer.ti'1e their own 
storr> rooms ,,)1' ware!1ou3e3. Galen from the interior directly to 
retail sclf-scrvice oUt]~t3 hn~ hecun only recently. 

I lite ref, t.. j n en' ,de I II i z i nr; til(! .,;l1Ule':;ll L:> ,;ys t,C'r11 fj!, s t became cvid~nt 
in the Nurt.hclls t,{ il,h the C5 t.ub 1 j shment of SUm~NE in 1959. A 
French consult tne f1 I'm Wfl8 con1.rac j .cd to IlVlke studies and prepare 
pla.ns for cen t. rfl. 1 "'/lOJ c:;a ll:' TJ1r.rkp.ts [,,)t. the three lareest Northeast 
capi tal:1 - P.ec i fr, fort~ lflza (lnd ~)o.lvadr)r. In order to execute the 
r:J.a~5 and ore~'fJtc f;h~'se markets, ~;UOENf'; formed a subsidiary compnny 
CANESA (Centr:'ll drJ i\bnstecirnento do N0rdcste, S.J\.). 

During th is :;:'r,ll~ r-crirJ'i the ,state Gnvernmcnt of Sao raulo created 
CEASA (Centro Estnduo! de Ahrtstccitnf!nto SoA.) In 1<]60 eiving it 
the broad runGe rc:;ponn ibi.li ty or Iwlv lne the ntate supply problems 
of fruits, vegctable~, hnd fbh fl.S wC'll un conntructing and operating 
a. modern wholer-ale cf'!ntcl: for the::;e praduct3 to serve greater siio Pnuloo 

Partly because of econom lc problems confronting Rraz'U rhIring the first 
half af the 1960s, Ilnd p.1.rtly because of lack of exper.Lence with modern 
wholesale structure design, the initial accomplishments of CANESA and 
CEASA were disappointingo 

http:vegetabl.es
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In the Northeast the construction of the Recife market, CARE, 
began in early 1962. Hcwever, because of the lack of financing 
and because of disaereement over the adequacy of the French 
market plans, there were serious delays in execution of the market. 
Over a period of several yenrs the design problems were solved. and 
construction proceeded on n pi"!cemcal basis when budgetary assis-
tance was available. l<'inl111y, with 3010 of the plnnned fncility 
constructed, CARE opened for bus! ness in February 1968. 

Al thouGh CEASA was 0rt..~lln I zed in 1960 it Buffered through Browing 
pains compn.rable to that of CANI~SAo However, it succeeded in 
carryine out its ('!1tirc construction plan nnd the market was opened 
1 n 1966. It is the most 
advanced wholesale=! fnc U i ty in lJltin Amer ica both In terms of i ttl 
structure and operatinG policIes. Its success hns been largely 
responsible for the Int~rest of other !Jtate governments in modernizing 
the i.r own wholesnle infrastru~ture. 

2. The Role of AID 

USAJD/Brazil'r, rate In food llJIlrlwtine hns been quite si.gnificnnt in 
terms of technical nssir.tnncf!, especially in the Northeast. Such an 
approach ,.,aR logieRl fl:; t.he l[t~k of expertise on the HntzUian side 
prohihited nny cfff!ctivc cnpitAl asr.istnncc. 

From AUC;\I~t lrJ6ri to Auc"r,t 1.9(/'" 1.he lX1A IDt s Northenst office 
prQvldco ~IIDEN!'; the- .scrvi(,r'3 IlL' Mro Rly BrlldenlJurc;, a USDA marketIng 
npecinlint In whol,~:;a.l.c i'acll.itiefl. He -war. in1>trurncntal in asai.sting 
SUDENE rev isc th" Her; If'c market plan and b establishing the rules 
a'ld regul.atir)Os f')r thl:' mnrkf'!L. In arldit.ion, he offered valuable 
Hdvi ce to the s tnte f~f)Vn.rnml?nts 0f J:V1hh .<lnd Ce.1.rR i.n plRnni ng thp.lr 
wholesale fHC I.l!.t ics, l"nrt.ially bC(~I1U3e of his cf!'orts, the North/ 
Northeast ts as far advanced as th.~ m:)rc developed are •• q of jirazll 
in plnnninr:: moricl'n lllRr!~et facilitlc3. 

A secon'.! USDA tp.chnl c I n:!J Hr. Lance H00ks, worked w!.th the GOB for 
four years in establbhinc 0. m.1.rket neW3 service progrn.m. In 
connection with this pnr;rnm the USAID sent 11 number of Brazilian 
technicians for trllininc in the UJ, and provided t.e.1ex equipment. 
'l'he r,ervice is under the ,jurL~r:llc t ton f)f the GOB tHn I strv of ABricul
ture which works In coo!~ration with the state secretariats of a~ri
culture. The proGram Stl11:tcd in thrpe ::;tat('s (slio Paulo, Hinac Gera.i~ 
and Guanabara) but hilS heen f:'xp1lnrl('d to the Northeal'1t to include 
F'F!rnamhuco and :.;h0uld b~gin to oIX'rate :100n in B'l.hill and Cearn. 

In 1966 AID contracted r-1.1chi[',Rn state UniverlJity (M'3lJ) to study and 
make recommendations for improvlng food /llIlrketir1g for the Recife 
foodshed. The study was conducted by a joint task force composed 
of technicians from SUDENE and staff members of M3U. The study 
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recommend~d an integrated progtam includine; the completion of the 
Recife wholeanle market, un improved marketing news service program, 
lOllns to accelerate the expansion of self-service reto,ll outleta, 
especio,lly supermarket chains, the l.mproveUlent of the pubUc reto,ll 

fairs and marketing credits fer producers of staple items 
in selected zones of high productivity potential. 

The MSU report WI1.3 published in 1969 and formed thp. basis of our 
initial review for a possible l')allo After considerable field invea~ 
tigll.t.ion we prepared an IRR which was approved by AID/vi in December' 
1')69 (see Annex V, Exh ibit A for AID/W comments). During the same 
perion Wl' also contract.ed MONTOR, a Braz Uian connultin6 fir~ to 
assi3t 1n the drtta {,;atherlng nnd nnnl.ys1s necessnry to Iny the 
grouncJwurk for R. possible capital anRistance loan for food ml1rkeUne 
in the Northeast. That study has been completed and i.ts recommen
da t ion:; were eons i dered I n formulating t.he 10Hn proposal. 

3. GOB Prior itics 

I30th the nrLtiollal plnnninc; or'gan - IPEA - and the Northeast planning 
organ - 311Dr~NE - have flccorded a high priority to improving the food 
distribution system. Braz U '3 :3 Lrute[/,i c Development Program (1968-
70) c;lves !'lpecin.L (!mpho.:;i[', to wl~')le8alc market con~tructjon ill nvJ.,jor 
urban c~ntern IYcll'3ullnt to the t;\..,inel ines already described in 
SectjrJn 1 A 1.. (See Annex V, Exhibit B, for relevant· excerptn from 
stratec;ic ProcrnmJ. Thb in also consistent with SUDEN~:' 9 fourth 
TlY.I.stcr plan wh idl proposes new rMl'ket flle:l it ies for all the cnp itnlfJ 
of the Northeast. 

T:) avoid ~om(' of t..h,~ delays cnc(luntcrr:d tn implement I ng th~ Sao Po. 1.1 10 
and Hecifr mnrkets, thc nntiona.l f,ovcrnmcnt is ccntralb.ing D.dminis-: 
trntjrHl elf UH! rn'ol;'rhfn nnd will offer gpecinJ. techntc 1tl [l.nd financial 
ansistnnce to the stnLc and mt1nicipn.l auLh0rltieso Concrete ul'l'anee~ 
menb: 1'r)r implement inc'; the pr'ot;ram CO[!lJllenced 12 months ago w lth the ~ 
e[itll.bl.ichmcnt "r G~tlJ\lt :Hnec thnt time severll.l P·l'c3idr.ntinl and 
Ministerial decrecs have been i~sucd sctLIn~ out the responsibIlities 
of the GOD ngencic3 char~cd with ndminintering the proGrru~ (Sec 
Annex V, Exhibits DJ E, 1", G, J-I. Exhlblt 1-2, is the aereement 
:J igned 3CIJtclllbf!C 12, 1)70, by mmE and COlJll.L, outlininB the 
obljglltJon:1 of thr)se two partJes in the execution of the Agriculture 
l-brlcetJnc; f'rot;}'llm). Thenc rCllInn::Jibilitiea are described under 
~ection II - Exccutin~ Agencien. 

D. Justificat ion 

As in most economic sectors of the North and :'orthcRat regions of 
Brazil, the vicioua circle of poverty, poor edul..flt.ion" li.mited 
innov~tion and application of technology, and limited Investm~nt 
makcG lt very difficult to introduce modernizing changea into the 
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existing traditional structure of food production and distribution. 
With the exception of Gugar a~l cattle, moat of the production of 
foodstuff3 in the1'.:e regions is carried out on small land unitll with 
little ~3e of modern inputs. And, although agricultural production 
has increased at an average annual rate of ll% over the 
past decade, such incl'eases have corne from cultivation 
of more land units rather than increase:1 productivity 
on existing farm land, and have been Inadequate to meet 
growin~ demands. With virtually nu economic power, 
farmers sell their products at; low prices, u;enerally 
after having carried them manually or on pack mule~ to 
local assembly markets, the first of a series of inter
mediaries who ther1J;;(;]vcG are mostly small operators. 
Produce leavIng the ref[,lon for the large centers is 
then sold to truckers who deliver it at the urban market-so 

~lost of the prortucc r~achin.a, the Inrp,1? urban centers enten..3 either 
the 11lrBe public whn10snlp mnrkets or, in the cllse of Eome cerenls 
and fltnpJe ttem0, warehouses u[ pr i.vatc wholesalers. 

The ITlllrkcts operate thrOllt~h tens or hundreds of who.1esl!lcrs (or 
wholcsnler/retai lers) wh(; rent stalls or boxes from ,.,hich they 
purchase and sell pruduce (com[ftrtment wholesalers). storage areas 
nre genernlly hi~hly un3anltn.ry with poor ventilntion nnd 0. high 
incidence of ins~ct in i'e[; tation. The rnajr)rity of the produce is cOIlr1B:1 of 
per ishllble fru its and veEctD.bJ!~s wh icll, because of the conditions 
stated above, mu~t be turned over quickly to reduce deterioration 
nnd Epoilncea The operlJ.t i.nr, "cal p of thp 1T11l,jorit.y (If th~ lltl3 11 
operutor~ In quite l.1mlt,'d und thi:J, combined with high spo.Uage 
ratc;;, make3 sellinr, mare in;, quite hip;h. 

The loes f)f product rille V) spoilage reduces the lilrcady inadl"!qun.te 
food suppLy in the Northeast. A lnree part of the hieh costs of 
mnrkcting, due to the "poi '..'lr~(' und other inl::!fficiencles in the 
m."l.rketinr, syst.em must; be bo),n hy ei.ther '1r both the producers lLnd 
r.om.iUmer3. To the extent th.~r.e c')si;s are transmitted to the producer, 
his income and thU3 his ability and hIs incentive to invest and 
produce more are ciecrc1l'lcd. Tn the p.xtent.:. that they nrc t.r3.nsmitted 
to the consumers, thcjr incom'~ i,; d"'cr·0'1.r;cd. GIVen the fnct t.hat the 
Recife populntion, which hrlS t'll(~ hil:he:;t p'~r capIta income in th£' 
Northcast, has an avcrll~~e dllily pcr cllJ1i t:n ! ntake of only 2,500 
cn.lories per rl.n.y, Lh" e ['fcct r,n the lower Inc')m~ [:r()Up3 rnunt be 0. 

decrease in qllal ity I.lnd quanL i ty ()f fond com;umcd. 

flf, the m(n'k(~t~; \'/01'(; dc;;J[!,n':'il Inany ye:lr'G Clr~o, thoy Cll'e 
much Loo srnall to sel've Upb·JI! populations of the North
east vlhici1, 111 mO[jt caseG, [r,1'0\'/ at a pate of between 
ll% and 7% a year. And, as prClctically all of the markets 
were located In the central commercial areas of the 
cities, there is no room available for expansion except 
around the exterior walls of the market and out on to 
the surrounding streets. As a result of these conditions 
vehicles are tied up for long periods as they attempt to :.oa,t;l 



and unload produce. Durine rainy periods this situation ia made all 
the WOTse ns unpaved nreas turn to mu~ 
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Conditions at the private warehouses, which concentrate on cereals and 
staple items, are better hut problems such as small scale operations 
with few possibilities for expansion, nntiqullted facilities, street 
conGestion due to ccntrulizcd location, and poor physical handling of 
products also result in sules at high margins. 

This already fragmented, mrnll-scalc, highly ineffic ient systems of 
product ion and distr j bution of rood products continUf~tI at the retail 
level. All hut n. sTIVlll portion of fruits und veeetables, and most 
cereals, urc cl Li tri buted through perlT1llncnt puhl ic ITlIl rke ts and temporary 
street fnirs. With churactcristics similar to those of the compartment 
wholesalers, these scores of STIlc.'1.11 retnilcl'S operate from individual 
stalls and hanclle limiterl volumes of peri.shable nnd cereal products. 
These retu:ilers purchase jn small lots from wholesnlers either in a 
sepnrute area of the same market, nr more 11 kely, in a centrally 10eB.ted 
wholesale mllrk~t. 

In addition, t.her'"! an' the small nl'!iehborhoori ntores which handle mostly 
bp.veruce:, 'md dry goods bllt, be~ausc of :1lnall scale operution3, must sell 
at high margins to aSljurc 11 subsiGtencc income. The modernization 
process, A.S reprc3cnt. f !d by small self-.'lcrv lee stores and supermarketR, is 
beginning to mnke a real impact, esper.ially tn Recife and Salva.dor, and 
:luch stores now ncc:nmt for som'! 15% to 201, of retail food sales, The 
competition bet'''een two p0w(!rful chains 1n RecIfe has had a. definite 
impact in reduc i TlC "a] e:, marc. j ns thUG benefl t lng the consumer. 

Comrlic~tin~ the situation rt~Rcribed above, to the still rudimentary 
transport net.work fO'lrlri in tntertor areas of Hrn.zil. Rural roads are 
generall.v in p'JOY conditLll1 t.hroul7,hout the North an(l Northeast and 
impede ti1~ flnw of Pl'orlucc rrom prorIuction arena to the urban centers. 

2. A I tcrnnt. ivc Appr:.~cll':~s 

The above ric:;cr j rt i on of the present r. i tuat.ion attempted to briefly 
describe! the nat;lre of the food problem in the North and Northeast. 
There urc.)hv i01J".l~1 I!1D.ny problems wh lch mu::;t be resolved In both 
production nnd mn.rkcting in the Northen:-;t. On the product10n nide, credit, 
and r:o.pito.l !lnd t.cehnical inve;;tnlf!nt is ne~rtcd on the production units, 
and more infra3t,ru,~turc inve~;Lr:l('nt In roads nnd storo.p,c b needed in the 
rural [trcas o On the m!lrk!~tj ng B ld /!, ther(' arc ioves tmcnt requ irementlJ not 
only for whol(~so.lc lIVJ.rket tnt; but ulso both produr.er cooperatives and at 
retail level. As for product ion, increa~ed (~fforts are being lTI/lde to 
Increase pr~)dtjct;ivity through Clcrlit proerul1l.'l, fertilizer programs:7 
agricultural research. In the Northeast, the BND (Bank of Northeast) is 
negotiating n 1,30 mUlion liGricuH,ura1 loan wlth the World Bank nnd 
USAIDjRec1fe is beginning work on (\ commodity in-depth approach in 
cooperation wIth SUDEN~. 
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It is the judgment of the GOB, and we share this judgment, that the 
conditions are ripe for makine a concerted effort to attack the 
principal marketing bottlenec~ even thoueh much has to be done to 
solve the principal pr0duction problems. It is believed, however, 
that improvements in the lIl1lrketing channel will have backward linkage 
effects wh ich wil.l directly benefit the producer and providc him 
substantial incentives to increase his productio~ 

The MSU/SUDENE study pointr.d (Jut that. it wall pOGsible to improve 
the distribution system by entering at ~ne or a combination of points 
in the channel between producer and consumer. M:.ldernization efforts 
could be mnde at the producer, H'holesaler, and/or retailer level. 
The IRR Gubmi tted tc) AID/W in December, 1969, did propose, in fact, 
nn intecrated packace wh i.ch J.neluded not only financing f'or wholesale 
markets but abo credit to accelerate the expansion of (1) privntely 
operated supernurket::; ~nd smaller self-Gcrvlce stores and (2) 
privately operated rural. marketinG oreanizationGo He ure still of 
the opinion that imprr)Vemcnts Dre needed at alJ levels of the dis
tribution channel but, C'xce~)t for technical nS5.lstance, are respnnd:J.ng 
to the immediate desir(:s of the GOB to satiRfy the deroo.nds of mast of 
the states to improve their public whole3ule facilities. In addition, 
the Brazilians are much b.~ttcr prepared to enter at this point of the 
cha.nnel based upon i-,he ir previous exper ience, their techni.cal cap:i~ 
bili ties, the reslllt~ t)f nnrlwt stUdies and the ir arL"angements to 
adminlster the rr"p:r:-tn\. 

Our inten~ivc review 0f the 10~n prnpJGul l~! us to the conclusIon 
that, in th~ North Tlrd NC)rth8n.~;t, a Great deal of IJlanning and 
promoti.on 1.Irc yet nccc:,:-;ary before any capital as::listance effort [Ihould 
be und~rtnk~n i0 irnprl)Vro the rctnil ~;truct'.lre or to improve rural 
markctin~ arGnnizntion:-;. 8n the other hand, the planning and 
prom:)tJon of a Iolh C)] c.sn.h market. program 1.::; suffic l.ently advanced to 
justify C'npitn.l fl.:;[: i s tfl.nc~. 

At, the rebll love.l., :;ure:'mo.l'ltct cxpan:~ tl)l1 il1 Recife Is proceedi.ne 
:::pontancl)UsJ.y at D. much qutcJ{Cr pflce than the W-3U tpDrn thOUGht 
pos::: ible witiy)ut Gpcciul C' redi t 1 ncenti.vc3. Because SUch expansion 
in Recife in, for thc mrJst i<lrt, thr0u[:h tW0 stronG chnins} and 
because cXI'o.ns ion in fjalvudJ)" awl F'ortn 1 r~ za I G thr'1uc;h one chain J 

publiC' offj cJaJ:; ~'.rc uec0mill{; c'lnccrncd nr,t only.thnt some of the 
slllllller crocers D.nd l)ubllc l.':li.r ')[lCrator1 will he put out of bUsineGs 
but, ln the latter cases, th:>..t nnnopoly pr.iclnc patterns ca.n develop. 
As a. counter measure, SUDENE .i!; discussinf, ways to strenethen these 
groups throur;h voluntary associations of 3lTlllll erocers and improved 
public fair fa.cilIties. Concrete propoaals were lJVlde in the MONTOR 
study and these a.re heine reviewed by the BNE and SUDENEo 
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With regard to rural marketing organizations, there is widcspread 
agreement that producer mnrketing cooperatives should be establishcd 
and financed so that the smaller producer can market hiB produce more 
directly and receive 0. higher, more stable price. Both SUDENE and the 
Pcrnrunbuco state extcnsi0n service are mapping plans to promote 
marketing coopera.tives. In uddition, the Central Cooperative Federation 
is renting space at tlle Recife market and itl encouraging member 
cooperatives to utilize the available facilities. 

Although we nrc not rcc(llnmcl1rEnc capital assi!:ltonce at this time to 
improve the retail structure or p~'Omote ruJ'a.l marketing organizations, 
we have infonncd t.he GOD - GFJVI.l3, SUDENE, BNB - that we wouJ.d respond 
to GOB priorlt-tc3 in these IJ.1'ea[; when sp0cific propoaa.ls are funnulated 
and presented to 113. 

With reGpect to lhe difficulties in tro.n:;-porting produce from production 
areas to urban conr.umption c('nters, road network5 throughout the interior 
of Brazil have been the object nf plnnning studies for the past several 
years. The wm study recorrr,1Cndec1 that. financing be provided for rural 
road (thi.rd clas:; rwd bdow) construction to :mpport capital invel3tmentli 
:\.n wholesale mo.rl~c tn. Ill': .mdderlng thiG loan for market financing, 
USAID recoGnized tile importancc of tro..'1SI)o}'taUon improvements but decided 
not to inc] ude ro[~c1 fi ",ulI'ine; 1n the SMIC proj~ct with market financing. 
Although complementary In econond.c te:r;nn, TJ~jAID considers the two nreaa 
of invcGtmr:nt suffir·jcnfJy dl"l;inct to~n~!'rnnt consideration a.G indi
vidual projects. ;"'~ D. con:;f.·qucnce, IJ. "ru1'ELl ronds" loan proposlll 
omountlng to llpprox :';;'tf:cly ~tr>~; million han been prepared by USAID for 
inclus ion in tll'j Yf - n. A:;:JJ progrom. If approved, this financ ing would 
be passed tbroLlgh the )';)'-81 roads fina:lc:!.ng program already underway at 
the mH~E to til,,: f;lfJ.~,":~ i;" ~ll1l1nct: thl~ eonntruction and improvement of 
TUro.l roo.Jr. in -pri,lr.i t::; ;,;,·ti.Cl:J L'lrfll production arens. 

3~ Place of P:r~~ct j n ':~;.·:il~~ Prot/null 

The propoEcd All) 10/\:1 L clo:;cly t.1ed ic) t:~i) USII.ID prioriticfJ for nssistunQ,1:'! 
in B:,..nz n: t.lJt' ; lori-henl,;; Ilncl l\f, deul ture . 

The :!ort.hcnr.t con·>J.IlUC::; • ,. be: Ii. priority r'_gJon for both the GOB and 
the US. The I.Oll11tr;.' ? '.1;.\,: ~)ubmtss1011 (ers) for F,{ 1971 points out tha.t 
"further expD,nsion of HI"IJz.i 1. f S rcgiono..1 effort is needed to enable the 
rcglon to llnl'I'mr-_nli (;:'ll<l;lI.; lI;{ ovcr~CJmc itG "eriou!> development gap". 

Hith rer;ard t.o (lllr pdOl'ity in ncriculturc, the CFS states an follows: 
"There has been groGcly il1n(l::;quT1,I~(' p~or:l't::;;::; .in ~:1r.iculturo..l modernization 
to raise the level of lJ.v lnG r,lrl the pHrtlcl.pation in development of this 
lnrge major'iLy of the pal'll! atlon livi!1f~ nt helm. the poverty line". With 
pa.rticular regard to the markd.1.nr: bottlencclt. the CF3 goes on to state 
that: "As urbnnizD.tion continue.:; onel production gets further from the 
market, the fJeriolU, mllJ:ketine; bol~t.lcneckCJ alrendy in evidence will begin 
to exert irresGistible prCG5urcs on conts nnel pri.ceG. Thus, traditionlll 
marketing patterll!:> neeu to be superseded by more efficient methods". The 
proposed 10M io dlrcctl;y related to the necessity of modernizing the 
wholelllue chunnel. Section IV, Economic Analysis, shl'"'"Ws that this moder
nization 'W'ill bring lli(ST1ificn.nt economic and social. returns in the 
NoTth and Northeast. 



SECTION II - EXECUTING AGENCIES 

The principal executing agcncies would be GEMAB (E.'{ecutlve Group for the 
Modernization of Food Supply), COBAL (Brazilian Food Supply Company) and 
BNDE (Notional Economic Development Bonk). Supporting roles would be 
played by SUDAM and SUDENE, the development superintendencies for the 
North and Northeast. 

A. GEMAB 

To promote and implement the recommendations of' the food distribution 
section of the GOB'~ Stroter;ic Development Pro~rnm (1968-70), GEMAB 
was created by Prc~iclcntiol Decree on 26 November 1969 (see Annex V, 
Exhibit D for text of (iccree). The key to GEI·1I\B G:o role is contained 
in Article I which ;,tate::; thai, .i t,· functions nre to "study, propose 
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and, when in its C'omp~tJ':1ce, IJriopt all acts necessary for implcmentoti.on 
of the prol.';rom of' constru,'tion of' central ond tcnninal markets, and 
toke other means nec0sc-.:uy for thr: modernization of the food supply 
r.ystem". GEt·W.B j:.; Pl'r>:.;jdcd nvc}' ily the t.flnistci~ of' Ar:;riculture ond hus 
or. members one reprc;;cntatj yo. each from the r.unistries of Agriculture, 
Finance, Industry and Commerce, Plonninr, and the National Confederation 
of Commerce. The I,Hni stry of PLlfm.i niT, acts [IS the Executive Secretary. 
The representati ye of ~.hc l-tinistry of Agriculture is the President of 
COBAL, an entity of thot MiniGtry, and he serves as vice-president of 
GEMAB. Furthermore I D:'; GEloli,B offices are located within COBAL and is 
provided with tcchnicu:i. "tuff from COBAL, the influence of the latter 
over GEMAB is subst[.ntjnl. 

The specific function::; 11:1rJ dutiec. of GE1.ffiB nrc set out in two 
Ministerial Decrees published 13 Jilnuary 1970 and J.3 M.:'l.rch 1970. (See 
Annex V, Exhibit:; E and F for text:; of decree:-;). However, the most 
signific&nt of thes~ du:'ic:; [In; summarized as follows: 

1. 

2. 

Coordinate the cons~,.'·Llction prof,rrun of wholesale centers and 
terminal markets; 

Approve the feuG:ibi.lity :d;udie:-; for con:-;t:uction or expansion of 
wholesale centers und terminnl markets; . 
Recommend to COBAL Dill! the BNDE the concession of. financial 
participation in any ma,"kct; 

4. Recorrunend the ~neuns neccsuo.ry to implemenli the construction of 
wholesale centers and terminal markets in the principal urban 
centers in accordance with the priority established by the 
Government Program; 



5. study and coordinate the complementary mcann necessary to 
execute the program with respect to grading and standards of 
animal and vegetable food products, of market news service and 
installation of supermarkets and self-service stores; 

6. Prepare studies and pro.1ects necessary to obtain internal and 
external financial resources for t.he national program of 
modernization of the distribution system; 
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7. Technically orient the states nnd Municipalities in the preparation 
of engineering and economic studies for wholesale centers and 
terminal marke',G; 

8. Stimulate the realization of' studies and research leading 
toward the modernization of th<'! distribution system end train 
technicians in marketinG; 

9. Cooperate wjth CORAL in the rcnli"otion of its objectives; 

10. S~gest the ndoptioll of ot.hc~r means ncce~;Gary for the 
modernizotion of the cli.::;t;ributloll syctetn. 

In carrying out its functions GEI1fI.B is closely coordinating its priorities 
with FINEP, thc GOB fCD~'ibi.lity finnnc1/1(~ funn,ln order that the latter 
approve requc::;ts from state rr,overnment5 f (if if already established the 
mixed companies, for f:innncing of fear.lullity Gtudies for wholesale 
mnrkets. Once n feasH-dUty study is completed 1t forms part of the 
llpplication for const.ruction financinr; which mu:,t, be approved by both 
GEMAB and the mum. 'l'hc:;e orp:nnizntions h!.lvC formed 8 joint conunittee 
to expedite the review of' lonn applicntionr,. 

B. COBAL 

COBAL, which was cstnbH::;hcd in 1962, is a pub1.i'=! company under the 
jurisdiction of the t~in:lctry of AGricultur," Its principal functions, 
as stated in its ~tatutc, are to (1) "partiCipate in the execution of 
plnns and proGrams for food cupply clo.horuted by the Government relating 
to the production, industrialization nnd di"tl'1bution of food producta ••• 
and (2) act as a market rcgulntin(; cl'~[1l':nt in c,,:;cntia.l products or 
products in short supply or nerve as n ;;llppicrncntnl source in arens 
not Bufficiently attended to by private cntcrprJse". 

Until its role in the wholeaale market program was defined upon tpe 
creation of GEMAB, COBAL's principal nctivitiea were related to Its 
role as a regulnting agent of staple food products. Until 1967 it acted 
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almost exclusively as a. food wholesaler. In that year it took over 
some 600 public ret.ail outlets upon the dissolution of another govern
ment compnny (SAm) l1.nd now serves as both a wholesaler and retailer 
01' food products. 

In view of its participation in GEr.1AB" COML will play an important 
role in the wholesale mnrk~t pro{!,rl1r.lo In I1ddition to assisting GEMAB 
carrj' out it~ duties, fl.S pr(~vi(l\lGly ',lc:;cri.bed, COBAL will own up to 
3\O~ of thc sharc:> of t;ach rnarkpt nnd name' thc financial director in ellch. 
This fjnanci~l rlirrctor i:-; named wh~n a proj~ct is approved for financing 
and monitors the developmr>nt of th(~ market dur ing the construction phase 
as well ns the succeedlnf':; operatinc r.n.ri()rl unti.l BNOr: financing Is amortized. 
The person pickcd for tbi" podtion hy COlv\L is usually (l local business-
man nomil1ated by thc ;, telLe wi t-.h rr i rH' cx~r i,cnr.c in fond market mnnagement 
or related expcrienccD U3 n e Annex V, t;xhinit G, for Preslcientio.l Decree 
concprnin~ COMr.'s f:lnnnclfll p'lrtl('ipn.tion in the' ITnrkcts). 

1\ revicw of COIv\L's oprr .... t j 1l(J, :;t.atcm~nts for 1903 nnd 1969 indicate that 
it 1:; capl1hly pcrforming itG n;;~if;n(~r1 nutlr.:>. It has shown a 311f,ht 
operatinG profit durinr. !,,)th year;; rr~'ri(""('d ."_wl i 1:,::; liquidity p':lsition 
13 d-ronc (11 ;,trone~ )~ tu 1 rat!Q :)f :.h')l'l.-!.crI1 a::;::;ets to short·term 
lin.bilities). The ::;ize of it::; :>pernthn is indicated by its totfl.l assets 
rlf S(lme Cr$250 mi1lion (appnYim.1.tely US:t-55 mJllion). 1\ more detailed 
finllncilll anll.lyn;::; of COe '/\!, i~: !lIlt, l'r'(';:entr.d ll(~rein IlS its principal 
dutics in U1C wll')ln:;ll.l(~ 'r:lrk.r~t. pl'l)r..;rnm will he [llrtnnln(~ Ilnd imrlement!ltion 
function::; !l$ pnrt 0(' (;;;:HA'I Clnd it:: 'lwnersh lp r(1]f' in ellch 01' the rnn.rkets 
which will be financed ::;el~rlltc from it::; prescnt operntions (loan financing 
from BNOE nnd repa.yrD!:l1t thruu~\h the hudgct )f' t.he 1-1Inl::;try of Aericult\lre). 
Of pr _i mary importCll1c n f',r :.!w /lroCr'ur: under em::; i dc-rat i on i!l th~ competence 
,)f its 5taff in cnrl'yinl~ O'-lt it::; nssif~ned dtlt.ic;;. 

:)':1,seri ::m our ('lose contact \;i th criMI, r~nrl (;EWI/I during lntensive review 
w'~ Ilrr~ of the opinion t.hat. Owir :ltflffs nrc qualifierl to perform their 
uss ic,ned duties undf'l' thin r\.-r)(~r/J.m. Th(~ new PI'~'s i dent of COML (also 
Vice President of (}E!·1fI!1 115 pr;'viou:oly ('xpl[l,j,nl~d) is Dr. Rubens Alhuquerque 
who had been mnnaGer 1)1' t.h(~ hi(;hly ':uccc3f,ful Cfo:l\SA market in Sao Paulo. 
He rcprr.sents probll.bJ y thr; l;r ell-ten t r,uurcc or expcr ience and knowledBe 
in Brazil on wholeGllle mnrket Opcl'llti rmn. Hil.h Guch lmowl<:?dge he has 
recuited II competent t.echnical G\";lft'. (3r.c I\nnex V, l':xhlblts I,Lorgani-
za t ionn1 chl1rt for cO BAL). 



24 

C. BNDE 

The BNDE vi 11 serve as the financi a1 agent of the program and. in this 
role. provide long term financing for the construction Bnd equipping ot 
the markets. 

The BNDE will a1.so serve as the administrative and monitoring agency 
for the construction of the pro.jects. 

By virtue of its or~onizotion which nrovides capacity for monitoring 
pro.1ects, and succesafu 1 history of operations, USAm/Rio is of the 
opinion that the BNDE is qualified to properl y and successfully c8rry 
out its responsibilities, hereinabove described. 

The BNDE was established in June 1952 (I.ew 162H) as a public corporation 
under the Ministry of Finance. It was empowered to oct, whenever necessary 
as the agent of the Ntttional 'rreesury, in any financial operation for the 
modernization and development of the netionDl economy.. By Presidential 
Decree No. 200 of February 1.967, the BNDE mointained its status es I 

public corporation but was p I.aced under the Ministry of Planning. 

L Resources 

The resources mode available to the BNDE since its inception in 1952 
have come lorrl,ely from ~peci8l federBl revenues or federal budget 
s·.lpport. The lnitial capitalb:lltion of the BrIDE in 1952 ceme from an 
income tox Elul'charp;e and certain compulsory deposits from federal 
savings, banks, insurance and trllst companies end a percenteRe of the 
annuBl resources of social security Rgencies. In 1956. the compulsory 
deposit for sociol security revenues \fas ebolished. Starting in 1.965. 
the GOB rcplocerl the tax surch!'.tr~e with ?O-t, of the totsl receipts from 
the collection of federal income tox. In 1967 this bud~et allocotion 
wos reduced to lett', of the income tax payments nnd the BNnE received a 
new source of income arising from t}1e Financial Onerations Tax which 
the bonk continuer, to receive. The set percentage of federal income 
tax receipts DUocn ted to the BNDE liaS ~l1min8ted in 1969 and the 
bank now receives federal budget support on the basis of the Bonk's 
annual investment budf~et approved by the Ministry of Planning. 

2. Operations 

The BNDE. 8ctin~ os the GOB's mn.ior deve 1 r')pment-lending institution. 
is responsible for chtmnc 11np; federo I. resources mode eve! 1able to 
the honk into the econom:tc sectors Recorder! priority by the GOB end 
for stimulating additi.onol lnvestment in these nectors by effordin!:!: 
investment gll!l~!lntees to invest.orn. In F16g direct aBs:l stance by 
the brmk to borrowers in t.he form of lonp; term 10e08 tot81led the 
equivalent of USW310,067.000 ond collateral guarantees provided by 
the Bank in 1969 totalled US~'lll ,821,000. The direct fin8ncia1 
assistance provided by the BNDE. rlS well as the total amollnt of 
guarantees extended by the bank from 1960 to 1969 are shown in 

Annex V, Exhibit K4. 



The primary responsibilities of the BNDE, 8S delineated in its 
enabling legislation (Law 1628/52) as amplified In 1956 (Law 
2937/56). were to provide loan financing for purposes of "Reequip
_nt" (liodernization and expansion) and other IJpecific develop· 
.. nt actlvlti.l. L1Btad in ord.r of their OV8~Al1 prlorlt1 •• , 
theee werez 

1. reequipment and expansion of harbor and other transport 
faci 11 ties: 

2. construction and expansion ot the electrical power 
system; 

3. installation and expansion of basic industries; 

4. construction and expansion of warehouses, Silos, meat 
packing plants and slaughter-houses; 

5. development ot agricultural nnd rural electrification, 
and 

6. other sectors of infrastructure development. 

In the first years of operation, the BNnE concentrated its limited 
resources in the fields of railroad transportation and electrical 
power. In the lnte 50's. ao the bank expanded into new fields, 
the emphasis shifted from transport investments to investments in 
heavy industries, such as steel. and medium-sized manufacturing 
enterprises, such as chemicals, electronics, paper and textiles. 
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From 1967 through 1969, the BNDE placed greater emphasis on the 
ftnancing of transport. telecommunications and agriculture. Loans in 
the agriculture sector~ncreascd from 2 1/27. of total BNDE lending un 
1967 to slightly over 6% in 1969. Thus, agriculture represents only 
a smnll part of BNDE lending. 

Allocation of BNDE Cruzeiros Financing 
1967-69 (in Cr$l,OOO) 

Source: BOOE 

Sector 1967 (Cr$196l) 1968(Cr$196ti) 

Electric Power 183,700 88,563 
Transport 1,94/4 265,291 
Telecommunicatlonn 56,000 
Mining 18,794 
Steel 272,954 57-,038 
Other Manufacturing 231,908 405,704 
Agriculture 18,444 45,122 
Education and Research 43,737 31,416 
All other 22,461 

Total 752,687 990,389 

1969(Cr$1969) 

40.848 
263,302 

99,500 
4,000 

137,000 
644,225 
82,500 
47,637 
29,783 

l,3q8.79.5 



3. Financial Position 

(See Financial Analysis, Section V D). 

4. Organization 

The administration of the ~~nk consists of the Administrative 
Council and the Doard of Directors. The Administrative Council 
Is composed of six members and the President of the Bank who is 
chairmnn. The Administrative Coune il estnbl j shes the general 
policy guideline£; to be followed by the Board of Director and 
makes decisionn on all questions pertaIning to the Bank's 
internal reQllatiansn The /3f)ard ()f Directora consists of sIx 
members , namely, t.he Pres ident of the Ba.nk, thp. Director Super
intendent and four Directors •. The primary function of the 
Board of Directors is t.hat of execut~.ve management of the 
Bank, 

The BNDE has er-;tnblished seven organizatlonal dividon within 
the Bank: Administrative, Er.onomic, F'inandal, Legal, Reaources 
Special Operations (concerned with the Special Funds) nnd 
Operations. 

(See Annex V, r,xhibit K-5 ffJr organizational chart of Bank). 

&1sed on (1) U8/\1 D's v i5i ts t.o BNDE's offj ces and discuss ions 
with BNDE's economists, engineers and accountants (2) our review 
of BNDE's procedures for manaGing this project, (3) knowledge 
of its portfolio r.ontaining large projects in all sectors of the 
economy (4) BNDE'r, generally good reputation with AID and oth~p 
international lending agencies USAID has concluded that BNDE 
has the capacity to satisfactdrilY carry out these procedures 

. for monitoring this loan~ 
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). SUDENE and SUDAM 

To decentralize and, at the same time, elicit development planning 
more consiGt.ent with locnl condition~, t.he GOB ha.s d1.vided Bra.zil 
into four re~ions and create~ a development aeency for each. The 
first created, and the most important in responsibility, was SUD~ 

It is responsible for the N0rtheast states includin~ Maranhao, 
Pl.aul, Ceara, Rio Grande do Nl)rte, Para!ba, Per.nambuco, Alagoas, 
Sergipc, I3ahia anri a portion of NE Minas Gerais. SUDAM is the agency 
respon::;ible for the North which includes the states of Amazonas, Fart«, 
and Maranhnn (northern pnrUon) and the territories of Ama.pd and 
ROrJ.ima. 

Und~r the proposed loan these ngencles w ill, in some cases, be called 
upon to aGsi!;t the states clnborate wholesale market projects and 
identify the technicnl nsnistance and training needs of the wholesaie 
centers. Th':!y will also advise GEMI\B concerning ndditional programs 
needed t.o improve rood dis tr lbut lon in these reg ions. 

The mnrkets to be consLructed under the proGram will be owned and 
operated by mixed privat.e/public companies (empresns de economia milltta). 
A m txed comp'lny is orJ0ra t.ed umler the corrunerc ial code as if a private 
corporation. Its pr.incipal purpose is to avoid complicated government 
regulations prohibitinG t.rnnsfer of personnel and wage increases. 
At the outset such cJmpa.nl.cs will issue n nominal snare to an individual 
to qualify it f'.Ir "m~;<.ed r.ornpany" stntus, wIth the balance in control 
of the stu te and m~Jn iel pa.l governments and COML. 

The IrJlrltet:; v1l11 br! arJr:i:nistercd by a Directorship composed of four 
members: The Pl'c:s iclcnt, t.he Vinnndal DIrector, the Technical Director 
and the Awnin j f, trfl t i vc Di rector. Each will have the stuff necessary to 
carry Ollt it!> duties. /1.:3 previously mentioned CaBAL will name the 
nnnnci1.l1 Director in mClf.t, if not nIl, the markets constructed under 
the progrflm. The generaL duties of cnch of the Directors are described 
below. 

10 Finane i 11.1. Director 

In a.ddition to the 1~3U8.1 controllr.r funct ions, dC3cr lbed below, 
the Finnncial Director wlll he tile Prcnldcnt.' n deputy and all 
documents evidencing the company's commitments will be signed by 
him., As a federal appointee, he will be able to act independently 
of any loco.l pressures and influencen, alnce he will be funetlonall., 
responsible to COBA~ His other duties are as follows: 



a. Orient and direct the financial administration and the 
accounting of the Company; 

b. Keep records of the p~operty and equipment of the Company; 

c. Organize the financial report nnd prepare the annual balance 
sheet; 

d. Control the execution of construction in accordnnce With the 
financial chron0gram; 

e. Present to the Directorship at the end of every year the 
,annual bu~get of the Company for the following year, using 
a:> a base the plnn of activities elaborated by the Directors. 

2. Technical Director 

n. Promote Hnd prcseilt. to the Directorship technical-economic 
:>tuc1ics to ::upport Ilnd provide inccnti yes to the producer 
and intcl"mcdil'ry and protect thc consumer; 

b. Promote the st.udy nnd regulation of the functioning of rnnrltets 
and spedlllizetl installations of the Company; 

c. Plan r..ntl Sllpei~ri:::;e t.he progrums of execution of the works and 
exprul[;lon nnti t·he instollut;ion of equipment pertaining to 
the compnn'Y; 

d. Supervise the \It,ilizntion of the installations belonging to 
thc Company; 

e. Supervise the maintenance services of the installations and 
e<1uj pment; 

f. Present to the IHrf~\~tol'f;hip nt the end of each year the work 
pIon of the ComJ.lr~ny. 

3. AdniinistrnLlve D1.l'er:::t(l~.' 

n. Serve lIS secretary of tilc mcetingn of the Directorship and 
draft t.he respective /leta i 

b. Dircct the businclls and the work of the secretariat; 

c. 'rake responsibility of all the documents and books ot the 
secretariat of the Company; 

d. Sign the books of the Company; 
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e. Orient and r.upervise the personnel policy of the Company; 

f. Ol'ient CUld supervise the cadastra.l service; 

g. Propose to the Directorr.hlp thl"! service contracts for restaurants, 
luncheonettes, vehicle mnintcnance facilities, stores and 
packaging; 

h. Supervise tJw genera.l services 01" safety, cleaning, prevention 
of nccldents nnd fi l'C safety. 

With the !.!SSi:.;tCU1CC of COnAL, GEfllflli ~·ns developed 0. set of general 
man~emcnt guideline:: foJ' dw mJxed compantes which will own and 
operate th;~ mnr)~et~. 'J~tl~!>C C;u.id~~.Lint!s are in the form of reconlmended 
bylaws to bp adopted by ::'llC cornpo.nic[; antI are intended to insure that 
app:ropriat_c control ~"Jll [,C r:~xc:d·.r;d in ec:'tain orcas where problems 
are l:Utely to ocellf. ({I,nm~": Vj }~xhi.'oi t l. , sets out the reconunended 
bylaws. ) 

http:GEKAB.ns


SECTION III - ENGINEERING AND TECHNICAL FEASIBILITY 

This section reviews the plaon to date for the markets, 
the procedures to be followed jn planning and constructing the markets, 
and the technical assistance anu training activities, including the market 
news service program nnd the proCluce ~r8diog and classification program. 

A. Prototype Plans for t he Market~ 

The di mens ;.ons and s pecial characteristics of the wholesale markets 
will vary depending on the amounts and types of produce which will 
be flowing through them. Lsrge wholesale centers will be located 
within or adjacent to cities with populations greater than 500,000. 
Thus in the North/Northeast, such centers will be constructed in 
Salvador, Reci fe , Fortnleza and Be l em. These markets will be largely 
devoted to whole sale operations with very limited areas and/or time 
peri ods reserved for retail sel l i ng . In addition to serving the urban 
areas where t hey are constructed, t he large centers will be utilized a8 
collect ion ond t ransfer points for produce flowing to surrounding 
i nter i or t owns. Small wholesale markets will be constructed in cities 
with population<1 bet,"een 170,000 and 500,000. The prototype plans 
further br enk thes. ma r ket s down between urban populations of 170,000 
t o 240, 000 and 240,000 to 500,000. These mnrkets will devote a larger 
porti on of t heir orcas t o r etail selling - 8S much as 40~ in some 
casen. I\s explo:l.l1cd below, because of their smaller size they ","111 
offer fewe services t hnn the l arge centers. Assembly markets are 
I;pecialized centers ocated in producing arees and will provide 
proccsslng !lervices to producers and producer organizations. In these 
morkct s genp. r nUy two or three different products would be processed 
and stored 1 provided they utilize d lnilar processing and storing 
techniques. ~'or example/ corn, rice, beans and mandioc flour, would 
be weigh d, graded, cleaned , packaged, fumigated,and stored in accordance 
with t.he most r ecent techni ques. 

The following discussion of outline of fe.cilities, description of 
prototypes and cost facto r n nre bosed on the analysis presented in 
the mNTOR r epor t , ~onatrllction costs were subsequently subjected to an 
independent but para lle l cos1; analysis b\l USAID to check their validity. 
(See par agra ph l~ below.) Those calcul ations were, in turn, b.Bsed upon 
exist. ing f'easibllity studies and discussions with GOB of ric hI a concerning 
t he purpose of t he market s nnd basic dcoign fectors. Except for the 
reduced pr:i.orlty for cereal products, explained beloW; the prototype 
o08lys1o represents the moot current thinking of the GOB with respect 
to the type8 of ma rkets to be constructed. 

) 
/ 

.. , 



1. Outline of Facilities 

Experience in the design and operation of wholesale and combined 
whole sole I retn i1 mll rl;e t.s, hn n demonstrated that there is a set 
of fDCili tie~3 bent :;ui ted to serve the market users whether they 
are producern, whol('G8.1ers 0/ coosumers. Because the design of 
this set of [Dell j \,j cn ..... J 11 vary depending on such factors as 
t.he region; the produC'l;fl, the consumer hobit.s} the market users 
Dnd the desi l'e~; of the owners And nliministr'otors of the markets, 
the prototYPCG pn~f:t~nt. only hrood charocteristics and criteria 
that apply 1.0 t.he p.111nllinlS and construction of the markets. Thes'~ 

protol.ypes are no\; (j substitutc for the detailed project that 
must be prcpn l'cd for ~nch nc.r ilillrkct, but do represent general 
p;u.idelines for tile IiIOl'e ~1ped fi(~ studies and plans. Examples 
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of facilities \.0 ~)(: j!l('!uc1erl .In i~l1e various types of market follOW'. 
(tmnf'x V J ExliiC).l t II! r.t.Jntu Ins prototype blueprints of the various 
typeD of ml! t'kct,; te, t·,:- .!orwtruct,('d under the progrnm.) 

Proc!uee',':; ~ ,~{(: 1 l.u 
Fruit and '!'~!.','~ ,1l"J c/, 'v/holer:ole Irlllrehouse 
FrL'i to unel V('!~(; ,.rIb] !~1l Coll~ctive Hnrehouse 

Ce re n l~ 1,;1\ ri···' ~, 

Cef'e~ll}r: .d;ri Dey .;·lO;]S ~/holc:;n.!.e H!\rehouse 
r.eI'l.~o l!~ nnd ncy C",,)ds Collect.lve Warehouse 

Plotf'Drm for t.l'ue1\. .';alu; 
Clnssii'i cat ton cr:,r)i~cr 

Freeze r nnd !".~ fl'.i p;ernt::"J'i focili ties 
Ic(~ Mnl{ing culting I1nd ,Ji.~~trlbutln8 ml1chines 
Tec),nicn1. block 
Commun.!. c n 1..1 OWl 

Tcler,raph and post office 
Bonk ngcncicB 
Exchange for transportation 

http:contv.ns
http:proee.nt


Main offices of cooperatives 
Main offices of other firms 
Services - Snack bar 

Rest rooms 
Supermarket 

Restaurant 
Barber shop 
Magazine stands 

Ga::!, washing and lubrification station 
i'1ointenance shops 
Indoor bus atop 
Taxi stops 
Forkinp; - fo": ~; :ht. vehicles 

for heavy vehicles 
for loading and unloading 

Administrative a1'('a 

Entrance building and scale 
Administrntiol; blli lding 
Mllintenoncc 
Ware house and. ';11 J'e.ge 

Commercial area 

MisceluJ1COUG :-;tOl'I:S 

Conference room!; 
AgriGult.ul'e mntel'hls nt-ands 

Smnll WholeGole Cent~r~ 

Fruit nnd VCl'cct,[Iblel; t,\,,,'kct (1n modulated warehouses) 
Cereal:> ~Inrkei; (in moililtoted "mrehouacs) 
Animal Or 1 p;ln Product t'~1 "'Kct (in modulAted warehouses) 
Service !·fEJrKct 

Freez.er .3nd lip f'dgcrot.,1 on Fncili ties 
Telegraph ond Pont. Off;l.ce 
Servlces - Snack bar 

Rorber shop 
Her.t roomn 

Administrative Areo 
Conunercinl Area 

Rooms and 
Parking 

stores 
for light vehicles 
for heavy vehicles 
for loading and unloading 
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Assembly Centers 

Reception and Forwarding Area 
Product Processing Area 

cleaning 
classification 
packaging 
fumigation 

Storage Area 
Administrative Area 
Outside Parking 

2. Description of Prototypes 

With regard to the large nnd smnll urban wholesale markets, the 
distribution of mnr~et area among the four general categories or 
activities is a~ follows: 

Fruits nnd Vegetahles 
Cerenls and Dry Goods 
Products of onimal origin 
Administrative servlces and 

non-food trade 

TOTAl. 

Lnrge 
Center ~ 

30 
40 
10 

20 

lC>O% 

Small 
Center 

29 
36 
10 

25 -
l~ 

It should be noted thnt, althoup;h the above table and the 

~ 

prototype blueprints "how larp;er amounts of space for cereals than 
for perishibl~ produce, GEMAB has recently decided that top 
priority will be given to pcrishible itcms and that space devoted 
to cereols wilL, at lco"t initially, be cut beck sharply. It is 
felt that mOllY of the exi sting urban wholcsnle faci tities for ce1'eal 
product:. nrc odeq'llltr: for the time bcinrr, nnd that more attention 

" 

should be l~iven t.o i.mprove the utilizotion of ccreal stor811,e factlltl •• 
in the interjoT hefore concentrotinrr, r)n urban wholesale moderni1.lItlon. 
On the other lIonel. fnti ts, vep;etllbl es and egr;s are not stored prlor 
to the i r t ra ns fe r to urban consllmpt j on pOints, and existing vhol~-
sale facilities for them a!'~' larp;ely primitive. For these reasons 
it in believed that ncarce devclopmcnt resources should be used to 
improve the most cri ti ca 1 rna rkc ting problem - wholesale Market . 
fecili ties for pcrishible food products. 



In Sao Paulo the CEASA warehouse is divided into a larger number ot 
product groups than is feaaib1e in the Northeast cities. For example, 
there are individual warehouses fol' eggs, coconuts, potatoes, onion., 
bananas, etc. In the North/Northeast, warehouses will house a number 
ot products because :fi't~o are mnBller and not as cpec1aliled. 

The difference betwaen the large and small markets 18 most l18nl:ficant 
when the area distribution is considered by marketing tunction: 

Retailing 
Whole cal ing 
Administration, service and trade 

TOTAL 

Large Small 
Center % Center % 

10 
70 
20 

Hci 

40 
35 
25 

'iOOi 
In order to detennine the area required in each market type for the 
genernl product categorics, it is necessary to make cr.t.imateo of total 
cOIlEumption of each product Md the p~rcento.ge which will flow through 
the market. The felwibillty study for each market makes its recommendation. 
for r.pace rcqulrementrl based upon such ca.lculations. Based on our review 
of five of the completed studies, we are satisfied that their est1mate' are 
realistic and note that full capacity of both the CEASA and CARE marketl 
were rea.ched ("onflidr-rllbly in IldVIlJ1Ce of projections. 

Asoembly l·larketn nrc tu b~ located in producing areas and have the 
specinlized function of product processing. In addition to thele procell1nl 
services the assembly markets would provide more adequate storage and loadt.l 
facilitip.s thnn now exist in thene int.erior towns. Also these market. would 
serve as point.s for the I~\)llcction and distribution of market infonnation 
through radio links wi th t11e three major wholesale markets. 

3. La.nd Acquisi1:.!.~ 

In geIlernl. in the pa.(;t oitee for ma.rket centera have been "donated" by the 
state or local goverrunent. 

In conver:lations with the GOn It has been established that this procedure 
w ill continue. 'l'hun the land value become a purt of the state or local 
gave rnmcnt's cqult y in the proj cct. 

4. Cost Factoro 

Annex V, Exhibit C prellentll data. on cant ~ntimateo. 1'h10 table wao taken 
from the Hontor Report nnd originally rcnected cooiio per oquate meter ot 
confltructed area for the various seetoI'lI of the Salvador project. A 
subsequent parallel cost analysis wan made, baaed on actual nod cst~ted 
coats for the CARE proJect in ne~ife, and alno on general buildln~ 
conotruction costs in the Northeaot reflecting conditions as ot Augult 1~ 
with allownnccs made for probable eocalation d'.!e to innation. Thll lat\el' 
analysio has provided sufficient sUbatantiation tor the alsumption tbat the 
Montor costs are valid :for prescnt eottmattng purpolel tor both larIe ani 
mna1l market centers in the North and Northealt. 
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These costs per squere meter vary es e function of the simplicity of' 
the type of construction. For example, the stalls for fnlits and 
v~getBb1.e products ere the least costly because they no not have wall. 
or pbrtitions and the floor is at street level. The structures for 
cereals and dry goods coll for greater height. loading and unloading 
platforms, fllmip;ation chamhers, fire ex t.inl?;uisher systems and other 
fixtures that increese the cost of this type of structure. Savings will 
result in each pro,1ect to the extent that instellations for cereals 
are cut beck. 'rhe most expensive fltructures ore t.hose that house 
industrial operations, s\lch t;S refrlp;er8tion, ice-making. product 
clessification end p8cka~in~. (In Exhibit C these industrial operation. 
are inclllded under "Animal Odgin Products"). The following compares 
the percentage of market area and the percentep;e of market cost: 

}o'rui t and Vegetables 
Cereels and Dry Goods 
Induntrjnl Operations 
Administrotic.lIl, f,ervi ces lile Trade ' 

TO'I'AL 

Area % Cost rt 

30 
36 
5 

29 

10CJ1. 

Wi th rep;ord to the tota 1 Ilrf!a of the feei li ties. the following presents 
u p:encrol hrenkrlmm of cost.r, on a percentep;e basis and is applicable 
to hath the larr;e lind :>rnall r~enterr.: 

Lond (ocqllirti tion nnd prepIJ]"etion) 
I;ivi I CanGt"llction and ()IIt.side Pavement 
Equipment nnd Instal lnt~~ns 
~·!iscr:! Ilallcoll~; r-:xpen:;r:-s n·l Continp:encjf>1l 

l<>':f, 
56% 
l8ti 
IG~ 
1O~ 

It [;hould be not.ed that 1. 1!C cost e"timaten in Tobie 1 wi 11 be overestimated 
to the extent t.hnt ·~erea J fJ ("ens are C1lt. from cech of the IMrkets approved 
for COllstr1lction. Thus, t.he flvnrar;e cost of the lflrr;e centers will be in 
the oren of IJS~'5-7 rni Ilion. derenrl.ing on the si ze of the city, end the 
smal. L centerr; J",f'l,""':!n IT!'):'?, (',::).5 rnil'l ion,0n:1 nBElembly markets $0.5 million. 

/lfll1crnhl,V MArket, dtrr.rnsjons (','(' 0 fllncl.lon of tile follOWing items: 

a) ',he kind of prodllct prer]ominontlll the rcrr,lon; 
h) l.h'~ volume of product.inn r1llrjnr~ t.he harvest; 
c) I.he kinds nnd volume of GcconrJllry prorlucts; 
d) the percentage of volume held j n reserve 5torap;e; 

The enUmote of !lr,scmbl y :.farket coats is based on the cost per square 
meter of the cereals and dry /7,oods nector of the wholesale markets a8 

shawn in Exhibit C. 



B. Procedures for Plnnning and Construction of Markets 

To evaluate projects submitted for financing, the BNDE normally sets up a 
lrork group composed of an engineer, a. lawyer, an accountant and an economilt. 
In the case of tho wholoo!1l.c marKot progrDJn, pro.1cctG munt ba approvod by 
both the mIDE and m"MAB. Thus, to expedite the review process and avoid 
duplica.tion, a joint review team hns been established consisting of BNDE 
representatives (an engineer nnd a In .. ryer) Il.l1d GEMAB staff members (an 
agronomist, an economist and em accountant). 

All market pInna prcc;ented m\lI~t include an economic/technical feasibility 
stUdy. The review of n lonn application includes an analysis 01' the study, 
the arrangcmentr. for ownership and administration of the market, the finane~ 
arra,nee>:'lmts to cOOJplement the proposed loan and the source of funds to rep&)' 
the ' .. ' J.n. In addition, there> is an inspection of the site to evaluate 
lor " ~ion, accE!ssibili ty, and terrain, and the construct.ion plans are examined 
' .. ..I evaluated ns regards layout nnd type of construction. Estimated construe
don costs are revic,.,ed llIld the r.cheduJ.cf) for conotruction and difbursement 
arc reviewecl. 

GElIlAB and the mmE, llG:l.lJ~ e;encral design gu:ldelines nnd lor market construction 
standards mny recommend c.hanG2r.; 1.n the derlign to assure the maximum functional. 
usc of thc rac ility for the lea.d, cod. Once the project is approved for 
flnancine;, t.he mixed (:ornpnny e~tnblished to construct and operate the market 
'Will prcpure final plans, sped rications, cost estimates and construction 
scheduler.; for the fllCHit.i.p.s. These will usually be prepared by or with the 
assistance of nn archHccL-cne;l neer"inc; finn npproved by GENAB/BNDE, or, if 
thc mixed co:npnn~r or State (~ovcTnment has the necessary qualified, full-time 
enginccrj n[~ staH, by r;ur:;~ stuff. 

}lr 10:::- to invitinJ~ btdG ~O!' con3tr~tction, the bid po.ckngc is to be reviewed 
o.nd npproved by the mrDE/(; :'Wul project eOITUnlttee. After approval, the mixed 
company will r,olicH blds, conduct public bid openings, make bid evaluations, 
and select n q\1aE fic r.! respondble bidder on the bnsis of the lowest rea.son
uble coet. Finns rulr;u not qualified due to lack of experience, sta.ff, or 
poor past pel'i'ormt..ncc are to ho.ye their bids returned unoperled. The bid 
evnluntion must be: npprovcd r::r the BNDF. prior to contract signing. 

The mixed compf~'licr: vi1J lmvc th(! TI~r.pon!JibilHy for providing a qualified 
Ht:s.!.rknt !'::I:~il-I'-"'l', :lccepL.-!i,Jr' 1,(-, :'.tmi'~ .Illd U:~/\TD, from 
tlJ(:il1 :0\:11'1, 'JI' 1';,(,,:1 Lhe]r' (~nn;:lli1.:Jt1j I"lr'nl for' the c1ay-
1;o-c1_ay .in~;l'('ct:r_;l ~)j' ('(;t1~;'t'IJcLjl.'ll V; ill:~ur'0 that the 
c.()ntr;lc·,,~J!· ':c:Jl:q'J jc~) 'diLl) til" f'ili'lJ pJ:w:-" :-,pc:ciflcatlons 
and d.i.l',,:'~l.1Jr::j ur 1 !IC H(~:;;Ii"!lt j';lqrlnl:t'i'. 

'file follaw-mlT, 1ll11,jor i terns nre FJJnonll, thoBC that require inspection and approval 
by the Resident E~incer. lIe will advir:c BNDE of hiB proposed inspection ot 
these specific items ao early as pO[lBihle, but no later thnn 24 hours betore 
the inspection take pla.ce. (Should BNDE elect not to :participate in the 
inspection, the ",ork will proceed without interruption). These major its, 
are: 
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1. Excavation and foundation work prior to placement of forms, 
reinforcement and concrete; 

2. All major concrete work following fom removal and prior to 
baek.f1l11ng, plastering, ~~ painting. 
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3. Final inspection of all masonry work, grading and drainage, and 
utilities, including operational tests of all utilities, facilities 
and power supplies. 

Project l~oni toring -

' ,II 

In addition to the controlo described above, loan projects will be moniltored , 
through a review of regular progress reports to be prepared by the borrower \ 
and period:l,c general inspection trips by the BNDE Project Committee, in which 
USAID wi 11 participate jointly to the exrent :It CO'Biders nea:ssary. ", 
BNDE's reporting requirements are included in loan agreements in the form ot 
an annex and consist of monthly and quarterly reports. The monthly report 
is a schedule of payrnentG made by the borrower for goods anti t>t:l·V,,-I.:t:1) l;e.1ated 
to the project specifying the supplier, invoice number, date and amount paid. 
The monthly report "rill also show the amount of construction during the 
period in tenns of percent c~9leted, and will indicate whether the project 
is on schedule or othenrise. 'l'he soods and services must be adequately 
identified so that they can be related to the disbursement schedlue submitted 
by the borrower prior to first disbursement. The f'/ullrterl:v report includes 
(a) an inveotment schedule showing amounts invested in the project during 
the reporting period and prior periods using the same line items as the 
project cost p.stL~ate, ruld the source of funds, (b) a physical report and 
(c) a narrative report conwenting on the project's implementation including 
corrunents on any anticipated changes in project costs or disbursements. 

General in3pectlon vislts are to be made quarterly by repre
sentatives of GEMAB J and BNDE in which USAID will participa;te 
to t he ext ent it consid.rs necessary. The major purpose 
of such site inspe ctions is to audit the borrower's pay-
ments and to review progress. The audit consists of checking 
out the payments listed in the borrower's monthly reports 
against the actual supporting documents which, besides 
invoices, include supplier contract s and bills of lading 
where appl icable. Cost overruns are also reviewed and delays 
in project implementation are di sc ussed. Although these trips 
are scheduled quarterly, a greater number of Visits may be 
s6heduled dependin g on the nature of the project or if ser~ous 
implementation problems a re identified. 

Disbursements .. 

The BNDE makes loan funds available to borrowers in the rom of tranche 
advances. These are generally quarterly and the amounts are determined on 
the basis of the prpject' s disbursement schedule. The timing and amount , . 
( f these advances are included in the loan agreements. As a condition 
l\.recedent to the first disbursement, the BNDE requires a borrower to Irilliftit . 
t. construction schedule, the estimated cost of the project, and a d:flbUI'IIfJIIIQt " " . ' 

" 

.j 

, 
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schedule. Although this information was reviewed by the Bank during its 
loan review, the borrower's document represents a formal commitment on 
its part against which tr.e actual progress and costs of the project will be 
measured. Since the tranche advances arc related to specific steps ot 
proJaot 1mplomontation, B oondition prooedont to subsoquent diabur8ements 
18 that the borrover murre 13how evidence that all funds required (BND! 10M 
funs, borrower's own loan funds, and other loan funds) to implement the 
construction stage for '\olhich the previous advance was made have been expended. 
Such evidence includes the foHowing: 

1. Claim from the contra.etor stating ,,;ark accomplished, units of work 
involved since laG\; puyment, certificBtlon of percentage of total 
contract complcted'Uld a certification that all material and work 
are in accordance with the terns of the contract; 

2. A current inspection by thr. resident engineer stating his estimate 
of percentD.,'~c of contract uccompliuhed and noting any deficiencies 
in meeting contrad plans a.nd spedficntlons; 

3. A certification rr0~1l t11e mmE as to the reasonableness of the 
resident engineer' [; c stbw.tc of work accomplished and 0. description 
of any constructlon deficiencies noted and not corrected as of the 
reporlil18 dn.h. 

The borrower :i.s nuthoriz;:::d to rehnburse the contractors up to 9(:f'/o 01' the 
certified ';lork a.ccorn'p11:;11ed n.ne f1.mmced by illrDE. Upon final acceptance by 
t.he borrm.'lcr, Ilnd finnl in:;pcction and certificnti':::i1 by the BNDE, disburse
ment will be mlldr; for tllt~ outstanding 1lm00mt of the approved contract cost. 

Up to :~l millio:l of .Loan ruw::; will he utilized to flnance the teclmical 
11::; r,iotancc, trllining 1LI1'.! equi.pmcnt need!"> neces[lnry to incrense the operating 
efr:icicncy of Lhe Iiorth m,d lIortheast markets to be constructed under the 
proL;rmn. Thlr. fine.ncinr. wlll;rnp~'ove and explJJ1d the market newo service 
lJ1'0(jrmn, e:;t.a.bllsh effectiv<.:,'·!'(i(bct claosificlltion (Grades, and standards) 
far produce, nnd off'cr ~;p('clf.ll. Lcchnica.l expertise in wholesale market 
opcrations, retn.il foou l1ln.l'ke~·,inG and l11ral mnrket1ne problems, Thia 
portion of tlic progj'run .. rill be! the rcsponsibility of GF1otAB. 

The purpose ",-111 :)c to improve i.ln·) expa.nd market nC\7S reportin(J in the North 
and Northeast. The first rcquirr.!d conunuJliclltions linle :i.s between major 
cities and th:> already existinG ml.tl.onal sy::;tem. Recife, Fortaleza and 
So.lvndor arc already Ilnlted to the national syotem by telex. A link io 
needed with Del6n and probably MOJIllllS and other capital cities. The exist. 
ing program is operated by an agency of the Ministrr of Agriculture -
ServiCJo de Infonn~oeD de f.1ercudorin l\er!cola (SIMA) .. through the individual 
atate secretariato of agriculture. 



A USAlP/MA/SIJ.1A oe;reemcnt provided Clxisting tel.ex links. In addition '~o 
linking the major citics into the national lJYst.cmJ the entire progrlua call~1 
for other state capitalll and major interior mal:'KPUng convergence centers 
to be linked to the sY6tem by singlc-8i(1(~-ba:nd radioe. At 10cat:Lons where 
new mlolesale markets exist or arc built the SI1>1A operation would be 
physically located in these facilities but would remain under the adminis
tro.tive control of the Ministry of fI~:ricult\U·e. The implementation of the 
prof,r81ll will requirc, no'~ only cquipment, but especia.lly trained technicians 
such o.s infonnation catherers, market news journalists and connnunications 
technicinns. 

Once the loan i~ si~n\~d two Importnnt steps "rould bE' taken to accelerate the 
expansion of the progl'nm in the North and Northeast: (1) the Ministry of 
Agricultw'e would plnn and establisl] needed additional connnunication links 
(telex, radios) and 5ystcmS for processine the additional marketing Gata. and 
(2) the J·1inistry lrould nchcd LIlc the trainine progrrun for market news service 
tcclmicinns nnd recruit and scled the ·:eql.1ircd pernormeL The design and 
installation phase 'Imuld jJfrpTove the exintinf, system in the Northeast, lay 
out systemc for tllC mn~'kctr; in otil'::r major population centers, and develop a 
system of network~conncctinr; ma.jor centers with other state capitals and 
interior points. 
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The ult:lmate (1,001 of the ,procram ",ould be a rcgLonnl network covcring 
a,p.proximatcly thi rty citier. and interior towns. HO'I'Tever, the ffrst .phase 
would includ~ ohly four to /3 b. major citics, three of ,,'l1ic11 already have 
tclc;.; Hnlts, ann Gome ten interior collcchion centers. In this phase, 
brn1nill~ woul.d llc 1l0Qr1c (1 COl.' ton rllI.l.l.'Hct m}W3 rO,portor .. tQ.rlio o,p~ratorG 
Ilnd four mu.rltet illformath111 collectors. Fifl;cen more would .be addcrl in 
the scconel phuGe. The re,[lOrtcrs-racH o o.perutors would J)rcparc bulletins 
un ' ;-';.LJOrts on local marltet condit:i.ons to be broadcast. to other points 
in the system. The informat;ion gatherers "fOuld assist t1CSC reporters in 
the la.rge c:i t.:l.0::; a nd mlll"kat :: ",hc.rc the volume of information in greatest. 
Some~ of til t::; p(~rG onn('l nli f\lJl; he t1 rm-rn from the current t;tafr of GniJ/\' s 
various Northeas t Off i.cc s l'Ihi.lc ot.hers "'QuId hll.ve tiO be recruited and 
hired. 'l'he requ:i rerl .pers onne 1 would be tra:l.nerl under the proe;ram already 
esta!)lisoler.i in the Hio office. Salar i es or. the technicialls trainee] under 
the .p r o·~)'IlOl "mulrl be:! finll.nce,l hy (;he 10fln ror t\W years ane] thereafter 
by ::l IMA. 

Provis ion ,,:aul.d 0.1. 110 b0. rna c t o fina.nr;e ::;hor1i-term marl~ c t ne ... lfj ::l.pecialintG 
from the 11S t o ,l)l'ovi ,' e } li"]a nce t.o t.hc rHnist ry of Al)r iculture for the 
NorthiHorGlIear;t .portion of the .'(?ro ,ram. They "lOllld 'ofOrlt out of ~[inistry 
oCfice ::: , rrinc :i.pall:/ t hane of Jnl~, in Rec i fe , I3ra::;{lia, o.nel Rio de Janeiro. '! 
Cost Est.imate fo r ),0[111 Ji' inr nce r ' [·la. rl r, t I' C'<I:,; Garvie/;! Pro61'a m 

Desie;n and Ins t allat.i Jl) of ~~a.r l ', c t Ill f r matio 1 8ervicc 
Plan 

T\o1en t , - £1\'0 lkpor tel' - H" j,a O'pen.t. or:-: 
t ra.i.nil'l . 
:::r.lla r .. ' . ~'or tv!) Y . 11 ':i a t ::';,000 ,PCI' 01 ' n/ ycar 

FOllr I nl'or;l ;l." i n r;·, t: l\:- r cl';, 
trn:ini1l" 
~ja 1.(.J.r.y I' 'C 1'.1' 0 y ()ar~; o. t ~:".2 , 00 per ma.n/ year 

'ill ,lc - si. lir. - hanr'i ro cHor:; 
o.t :::) , 000 ('(.i.eh 
t e n t.o \,,, i G Gl.lllC fI in I T(1 
rut CI1 1; 0 be i. t st:a H e') in 1972 -·'75 
f ive ~'parc l' ~ " io unit s I.lnd rep l acement lart:.; 

6 ' ~ , 000 

110,000 

2 '5, 000 
1 ')0,000 

50, 000 
)~ '.1 , 000 
2 0,OC',() 

.:;? '+,OOO 

, 
r •• 

:1 
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'l'he im,P.rovclllentG describell above are intended to .provide collection., 
transmission, anil dintribution of market information fran a larr,er 
nurnlJer of points o.nu in retluGcdtime. The r,ool 5hould be to cHstribute 
information that. ",ould be only three to four hours old. For thia pur
,lH10f), for a xa.m,lll 0 I mll,}or WtQrio\' ccmvcll:'I.:onoo OIHllIQto Wou),rl bl'OllrloaGt 
.pr:l.ces of 10c0.1 'product.s o.nd other .pertinent inl'ormo.tion to the 

' ma;jor whole calc centers at about 1,,:00 a.m. At the so.me time similar 
price and rclate~ information waul 1 e collected in the centers them
selver;. Deb-,cen '5 :00 and 6:00 n.m. this information \-lould be com.piled 
in euch of the lur.L~c cantero and print.cd out. By 7 :00 a.m. thio 
informatiion Vlould he relcal'ied over the national I;elex system and .postell 
or othen-lise publicized in the Hholesale markets and to the radio 
stations in interior conver6ence centers. Thus, at any point in the 
system one ",oul] be able t.o compare prices and conditions amonr, the larr,e 
",hole::Jll1e eente '!'::; nnrl the interior procluction centern usinrs information 
that would he hil~h1y current. 

At the present time ~ l~ h cxchance of information in hunrlle~ by ~pccial 
,pouch 'Ihich rcrL lire::; r;evcrnJ day::; thereb;! 1'er1ucin(,: the effectiveness of 
t.he .proc;rum. At t::linmcnt of a ti c:ll t tj me schedule on a consistent basis 
'probably re(luire~ further ezpel'icnce by Gupervisors and ,provision of 
moclcrn la. t~ .pl'(")ccr;sinr; equi..p~lent, not incluc]ed in immecliatc plnns. Ho",
cver, basic cqui.p . ent Ilnd or.r.~aniza Cion shoulr1 be planned to",ard sucl'~ 

objectives. ·Thus, the 'pro.po~erJ Jlroc;ram i s not ex.pected to move directly 
to a tieht hour-b;y-lloul' schedule such uc described, but moven toward 
that oh ~icctivf! . It is also expected that price infornation will 
also be published in newspapers and on radio. 
Produce ClD.1.isifi cation nnrl Grading Proeram -

This activity cn 1.1s for th" e:..;tahlishmcnt of a proC;l'um of .produce ciasGi
fication an!l I3radin ~ j Ilitially i n each uf the :na,jor HholeGo.le marl ets 
an 1, ollbsequently, in the .QJ.r:umer inte l' :i.u"(' assemhly marl~ets. 

Each of the maj or ':lholeGalc marl:(!ta will have a staff of one overall 
:::up01'vi~or in char (~e of o'pcl."a.tions 11nr1 t raininc; an rl at leant f ive {!.ro.
rlc"s init i ally : ti"10 f or f ruits anel vec;etah l es , bl0 for c;rains and one 
f or poultry and cm~s . CAnE, the HecHe marl:et;, ie already in need of 
this c;ra r1eG and standar 1s 'progra.m . As the other ma.rl·~ctn \',ill not be in 
operation for tvlO :fears , the proGram y((\ulrJ beGin ."lith the existin13 whol:e
sale I'n.ciliticG. 

The supervi sors ,dll be traine(1 over a four '!1onth period. Durinc the 
first t"10 montils they would become famil :iar ,'Ii til t he official c;racUng 
.procedures of the Hinistry of J\~riculture, observe the informal .proce
dures j.n use in marl{etinc; cooperntivcn in Southern Brazil nnd CEASA o.ntl 
.",ould spend several ",eel,s at the Food Technology Inntitute at Cam.pinas, 
8[10 Paulo. Durin13 the last two months they '110uld be sent abroad t 'o 
study e;radinc; standarr]s~ systems, .practices nnd modern handlin13 methods. 

t ' 

" . . . ' 
, .' 

\ 
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Upon their assignment t.o duty the supervisors would .et up tra:lnt.na 
programs for graders with the assistance ot three US experts. ODe ot 
these experts would be specialized in :f'ruit. and ve,etables, one 1a 
poultry and one 1n grains. The initial tra1niDi proil"t.IIl "ould train 
graders only for the markets in the major population centers plus the 
smaller markets with immediato needs. 

Coat Estimates for Lelan Financed Product Classification Program 

Special Consultants (t~J"(:e tor t,,"O month.) 

Four Supervisors 
training 
salary for two years at * 6,000 per man/year 

Graders I Training 

Equipment (for cl~aning and classification at 
$15,000 for each nl8.jor market) 

3. Special Technical A~Eistnnce 

TOTAL 

$ 24,000 

42,000 
48,000 

8,000 

60,000 

$ 182,000 

In addition to the t,,,o proGrams outlined above the GOB has requeated 
specialized ~.xpcrtlsc in the areas of wholesale market operations, 
retail food marketillg nnd rural nw.rketing organization. One techni
cian for cach of tr .. sc areas will be contracted by GEMAB once the loan 
is Il igncd and will,nvCo tbeir headqtl1.rters in Recife. 

The wholes!:l.le marl ·~t specialist wou:.d be responsible for aettin, up a 
short trainin~ ccntsc fe l!' wholeso.1e .llarket administrators (and certain 
key p0.rsonnel of [NDE/COJJAL rcapons :,le for executing thlll JUlrketing 
program) and gcnrr ally work with th ~;e administrators to improve opera
tions of wholc.!l::Uc r.\I_\'rket~ in exil1t ! Ice and be avaUnble ter conaulta
t ions as other mar kets arc being cr /..Itructed. An part at' their training 
program, the a.dm;.'listra.tor:; and keJ 3NDE/COBAL personnel would be sent 
abro3.d to st.u Jy and Oblii~t've opel.' tions of fresh produce wholeSale 
llIarlwts. Funds '" ill be available ,) bring 1n short-
term consultantl all t.he nced il.ri:Jci 1n areaa Buch as tood handling, 
traffic pa.tt.C~i1:I, and paclw.gl!1(~ me 'lodology. 

The retail and I'ural specialict.') ,-: .1cl be hcadquartered at Recife and. 
wauln work in t.he urban ml.l.rkctn nn rural mnrkcttJ, respectively with the 
purpose of better integrating the ',rnl markets, urban wholesale markets r 
and r.etail lna.rketD into an effich.:'~ food distribution system. A special 
element of the rural llpecio.l.iBt la G I~ogram would be to help plan the deve
lopment of furt.her pregrams to at: I;llgthen private rural I18.rketing orla
nizations. He should work cloaely~lth whole8ale aarket adaini.trator. 
and the state extension services 1 traini.nc manager. et co-operathe. 111 
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marketin(, techniques and Generally in helpine; coo'peratives to cotahlish 
mnrl~d il\lJ 1>roc;ramo . 1'\\11 15 ",ill also be available 
to brine; in short.-tern cOl1Sultallta for specialtzed marketinc; arlvice. 

'}'he reJ~atl speciali':lt \·tQuld \·,ork \'lith ,mllll self-Ilervice and Ild,c;hhor
hood ::\:;01'('[; and \',Hh pu! He fcir!:! oreanizat:tono in pro!llo\iinc; cooperative 
0.1' .i otnt 'p\lrcll110111 ( ~ (11; til(' v:101 :' Il'!c nlarl'cts and r.lircctlJr in t.hc inte
dol' a n 1 to ,: cvclO,l> 11 cl'etl.it ,~l'O ~r<'l.m for 1:1'10.11' a,peratine; (3hort-t.r.rm) 
anrl expo.n.;iol1 (long-te rm ) needs . One ,lJul'pooe ,',ould be to establish 
volunto.ry ass'.)eiation:c; of r; mall r:: roc ers in order to help them compete 
",Uh the 10.)'1':0 :J U,l>crllKl.r!;e1; chai n:., . Another purposr;: ~''.)ulr] be to (')xpanrl 
and itn,provr~ reta:ll s~lr- :; J:v:i.c c ::; l;o1'c G, pa.rticllJ.n.r);! tho:;e loeaterl in 
10\'l-income areas. Fund:; \"n1 also 1 e a va ilable to 
brinG in Dhort-tern r;on sultants f or spec ial advice. 

',r ... ,o 8,[ ecific :1IetllO(]:'; for prr)!llOtill(~ Iln f o.:'icirtinc the rleve1.o,ptncnt of !>elf
:;erv:l,ce rctuHlnc; I'/()uld be t hrouc' , 0. sr.minn.r 'in sclf-::;ervice retaJ,lina, 
Q.nd throuGh prouu.c U on un 1 c1i:.>t r ",bu.tion or litero.ture on this merchan-

1::;11\ met llOJ. A :>e!1 i n'I. 1' "'Quld i plo.nne(l ('or the excho.ne e of eX'perience 
between ope ra tor s , anrl t o eno.ble o,pernl'.o!'G to hear qualifier" authorities 
from the majo t" n' \.un ureo." of Dr.nil anr.1 from the US. Printed information 
\'iOuld be ,plunl1c rjs ,pr cpal'c r1s a nd rl ir, tribl1te 1 ar another method to dissemi
nu.tc o.nr1 excho.nu ' knoHlc{ GC. 

\'n101csale JiL'lr1.c t :';p" c .i.a li.::; I; (on man at :1'.2G ,OOO 
per yeu!.' [ or 2 YC 'l.l' :3 'i. llC lu,l i.ng )O , ~ ovcrheo.d anrl 
Stl,p,port) 

Fund [ Ol' G j 1Url~ -tc l '!n cono iJ,tatlts 

'rro.ill inr. prot ,r a! 1 1'0 \'Ill 010:;0.1e mar 'ct 
ar mini::;tl'utorc 

Hetail and Rural Spocio.l.i. };ts (1,'\'10 men at :!Q6,000 
per ycar for 2 yeo.n:; inclu,linG 50 ;~ overhead and 
sU,p'port) 

.. 

Fund for s hort-ter!1l co t'\ ,',;ultantG 

Geminar in Self- ServIce nctailin~ 

Production unrl Distribution of lJitero.ture 
on Se lf-Service Retailinc 

TotAL 

$ 78,000 

J.~o,OOO 

40,000 

SO,OOO 

1'0,000 

30,000 

I, 
I 



Estimated 
Summary of/Tcchnical J\sdsto.ncc, yminin'3 and Equipmcnt CoatG. 

~t..1.rkct NCH::; Scrvicc Pl'Or;lnm 

GrnrlCG nnd Stnndar r lG ProGrnm 

Speciul Technicnl. As~lGtnncc 

t. 391~, 000 

182,000 

The above cu~ l; r:etlmatcG nnei manpower needs havc heen dct.crmined 
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011 '.;hc basiG 0[' !!ll::;:=iol1 anrl GOP ano.l:IGi:.;; hmlever, l]ud.IlG the course 
or lmplc~\I:~ntill:~ ti1i" llro,jcct a(l.i1tGf;::l!~flV, m~:,.· ;)0 rcclulr0.d to rnc!:t 
chnll(,:i.n[; GOll .l)ollci(';) illld [lri.nri:.~i.e;). ~;~it1 n.cl,jll;;l.mel1:;::; alIC] chanr:c!.i 
in funrjin(~ .cor tcc:1llica.l a::;G1GtlLnr.';proc~ram itcmr, \·,ill be !1llllie on 
the ho."i.::; of ,-joht U:-j,\I' :1.fl'l (,,{)B anal.'lliiL .'1l1r l rictcr!nillatlon of bent 
u~~c of 10'l.ll fun·ie. 

http:tcchmi.al


SECTION IV - ECONOMIC EVAWATION 

The highly fra~ented nnd inefficient nature of food market ins in the 
North and Northeast regionn of Brazil And the general role of modern 
wholesale and combination wholesale/r~tail facilities in the principal 
urban areas and assembly markets in rural producing are3S in removing 
some of these inefficiencies has been described in Section I. In this 
Section our analysis will concentrate on compariDP, the economic and social 
benefits to the economic and social costs of the proposed food markets 
program. 

Our methodology has been to quantify, to the extent possible, the expected 
benefits and costs in order to calculate what can be considered a typical 
internal rate of return of facilities to be constl-ucted as part of the 
program. The case presented is that of the CARE market in Recife. It is 
rccognized that the rotc of return of each individual project will be 
distinctive and may vary significantly from ocher projects depending upon 
the extent to which 0 new market improves upon the antiquated facilities 
it replaces, the t.YiJe of services it renders, the operational policies 
established, the quality of management and technical assistance, and a 
host of other factors. However, our analysis gives reasonable assurance 
tho''', given adequate plnrminp, on the part of GEMAB and the BNDE for the 
volwne of produce to be handled in a Given market, all facilities to be 
constructed as part of the program should prove to be economically feasible. 

In addition to the direct and measurable benefits, there are others which 
arc indirect and difficult 1;0 measure but which clearly increase the 
justi ficntion of the pror;r:lm. We describe these indirect benefits, as 
well as some indirect c:ostD, but make no attempt to include them in our 
projected rate of return. 

The replacement of congested, antiquated markets with neW modern 
facilities will yield the following quontifiable benefits: reduction in 
produce spOilaGe, reduction in unloading and loading time, and reduction 
in stornll,e, handling, and transport resulting from decreases in spoilage. 
In addition to these mensurable benefitG there are others more difficult 
to quantify Guch as: improved operational efficiency (in the fl "lTl of 
lTl<:re rapid turnover of produce, lesG hnnrilinp; of produce, etc.), improved 
public health due to improved hYGiene and clennliness, reduced tjaffic 
congestion in the commercial orcas (providcd that the markets arl moved 
out of the center of the cities), improved working conditions fOJ those 
who use the markets, and stimulation of farmer production due to increalled 
opportunity for direct IIVlrketine (I., e. more efficient DlIlrketi~ 
channels) with resulting decreases tn consumer prices for purchase of 
foods handled in the new markets. 
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The major mensurnble cos t.s of the proe;ram a.re, of coursc, those of construc
t.ion Uld equipl)ine; the mnrket..r. and higher opera. ting co::;t::; due to higher costs 
of naJnt.enance, electrIc pOHer and water, than in the older mllrket areas. 
Costs more difficult to meaOllre incluJe the reduction in nalc~ of wholesalers 
direct.ly to con:;llmel'n as renult of' thr. decentralized location of some of the 
mnrkel·sl and nddi t.lonnl loading and unloadinr; of trllcks in some cases. 

For.e economIc evnllHltion we havp IIsed cost-bencfi.t. Ilnalyr.is, which 1:; 11 

practicnl method of asoessinF~ the dcsirahl tty of projects whose costs and be
nr:.>fl.ts nrc spread out over t.ime. The co"t data used was thnt developed from 
con~;lllUn(:. cnr;ineerinf~ e:;Limal,es 'tl}ltc:h we considr.r reasonable. Estimates of 
benefits nrc baIJcri on thi' followinp; :;I.lldics: r~arket Procer.ocIJ i.n the Recife 
Area of NE: Bra? il, prerared by 11ichigan Sta tc Uni vcrs i tYj'I'he -Northe~ Agri
clll...!:ural ~larketing ~,ect.or L(~'ln ~~tenslve Rcvie::L preparen by MON'£UR; the recom
mcndlltions anel ,~bservation" of l-1r. Ro'y Erandeburr;, USDA marketinr~ specialist; 
data collect.ed frQrr. ::urvey:; f)f' peoplc c1J1Tcnt.ly \lsin~ the exi:>tinr, CARE faci
lities; and the :,EilF.n: :~t.urly of' Ltw ,··'.J,,: .. dor whvlesalf! mark~t. 

Alt.hour,h n great. deal of research .Into :.hc ;r.arkcLill(l, prOC r)3S has been directly 
01' indircct.ly financed ~IY U:-',AID, il. L :;till impo:;sibh t.o quanti.'fy, in any 
i.:xac t. senr,c, t.he benefi t~ (.0 he ,leri v~~(l f~··lnJ impr()'!inr; I>1'ecific aspects of the 
exi.~Ling rnarkct;nr~ :;Y:';!.,0rn. Each of t.hf' :;t.udies nIentione,i ahove attempt.ed to 
('stimat.1! t.he los::p;, rc~-:ul' ing from Lhr Cdrrcnt. im!fficif'nL marketing r.ystems 
and t.o cstim.1t.f' t.he r l :r1uct.ion;; in l()i~Sf':~ bJ'our:ht abrJllt b:1 market. improvements. 
:)lnc~! th(~ pr il1lflY bellc n t 1".0 hr' ell! ri v(!d fr·1TlI impro·.'emen ;.s in t.he wholesaling 
u:'pcct.::; of t.he m:lr\:r~ ' .. i nl' channr.lis thr:' rcduc tion in spoilage, the derivation 
of an internal rat.r~ of rr~t\ln1 for the cf)n:;t.ruct.ion of whalesale centers is 
hi~hly GensitivC' t.o Ule ~stimate~ u~ed for current rates of spoilage and re
dllCt.iol1s t.herein. Each of the :;1.1I(11es carnmi:;0ion~d by U:5AID, 
came? tip .... ith different, e:;tiln::tt.cG of thef.0. fnctr)rs. 'I:e have done a sensitivity 
anaJyd:; f(Jl' t.!lI':iC varyinr', estimate:; and rei1ol·t. LeloH thrt:'c different. calcu
lat.ion:; of t.hc inLf'rn'll ra:.c of return for the CARE mnrket corresponding to 
the ;liO;;1. opt.irni.~t.iC', rl('~sjmi;~:"lc nnd onr he;;!:. r::>tlmfltc of ';h~ reduction in 
~.:!'oila(3P. 

It j[; Jmml1i Ul!lJ Ule prf':~('nt. inefficient r.~1.rkctinr; systf"!m with its 
IT,i"handlin/: 'J1' pcr.i;;hablf' food ,,:.'mmndlt.!c~;, tran:;por·t.a!.lon delays, lack 
of qW.1liL:r (~OnLl'ol, .insf~ct. infc:~Lat.ion <":nd POOl' sturage,reGults in 
l!l1(1rmou:.; \{Il.S t·J.t~e "f food. ' .. Ic' htl'le at. t.em[)t.f:d to quan t i fy the reduction 
In thi" \'/[lsLap;c ()f ['JOr! wll~ch can 1)(' ;1t.Lrihut.('(} to improvinF" only the 
who.leri'lle a:;pf'ct of the m::ll'i((>t,ing clnnncl. Bl.:.:cr! on t.he r.turlien rnen
tioned above, our best est.im:1Le i:; t.hnt, 20{, oC all perishable foodn, 
nuch IlS frui t,r. and vel?ct.ll.blf~:;, nnd 101, of 1111 :;cmi-perinhn.ble, :Juch a3 
cereals, were lont t.hrough sl'l')llage 1n the wholesale nrstem which 
existed in Recife before t.he CAllE market wan constructed. After the 



CARE mnrket i:> con:;i,rl.lct,cd and operating at full capacity, our bent 
C'Gtimnte indicaten that these :>pollage raten will be reduced to lh1, 
and 61, rcspect:vely. Thls reduction ",auld renult from impro'lements in 
nt-oraGe, handling, qllnlity control, and packne;lng in addition to the 
subr,tanUal reduction in ~,he time food is bclne j1rOCClwcd betwecn 
ra.rmv r - cn"nUrfie I'. 

It shol'.ld be emphas LZf~d thllL th(~ numbers reporLcd above, reductions of 
r,pollllge by 6,~, and he:. rer.pccLivf'ly, represent nothing marc than what He C, 
cuhk~ to be a m(l~;L rell] i :;t.ic cr.t.imnLc of the reducti.on rates attributable 
to the CARE marke'L. IJur (':q,.imat,c~, can be campa.red to estimate~ of rates 
of reduction in SI"JiJ.al3c rr.:l(if' by Uw markeLinr; eXI'ert3 who conducted the 
r, tudic:; ment loneri ahr)yc: and ,:hich rllnged from ~)"!, to 15(, for peri3hables 
and I!', to :/.1, for non-rf'l'i:1hnblc'r.. ;\" ..... ill bp. exnlained below, it turns 
out that our l'" t.irr.n Lc:; prodllce a rather con::;ervaLive c:;timate of the 
int.ernal raLc~ of reLun. 

To cvaJ.uuLe !.Il!' !:av;nl~:1 .In ;;f:oi.lav,(', WP hnyp pricerl the saved food at 
11.3 co"ts l;f) the ,,:lwl!·::rtl.cr, not. rtt, il,,~ finnl :;c1linl~ rdcc. Volumes 
u:;ed were l>a~;ed ,m U!p "i z!' (.,1' t.hr' H(~e i fc> mark,' t i nr; facil t t.v and on the 
ma I'ke t. for f(loU ill fI,·r:i)'". 

? Heduction in Co ,I.:: IjIH' t, I)pcrcn.;.' in ",oi.lcti;( " ____ 0 ________ •• ___ __ ___ _ 

Anot.her ;,uh:1t..an t,inl l"'l1,.['.Lt. i;; Unt. ... :it.i1 a 10'..Jcr rllte of spoilage, a 
;;nnl1er invl'nL,lr.v i, f1""dr,(( foJ':\ /~!'Ir:n v,',lwlle of G11105 resulting 1n 
lowf'r stJ)rarr,c, t.rnn ... .cjr·U~·,l:m, {lnrl Innrll.i.nr; eo::;tG. Thts benefit is 
valued n L an 011!IOI-!,II:1 i t,'; Cl,'; I, 0;' cap1 till. of H),:, and is equal to 101) of 
the :,11 v j nr:,; in:;.') i l:v.(' . 

'L11f' ,ict..llrt, ; 1" .:'·n\ prJ ;), \,hf' "xi.::t.illF; Lr'H!j Lion;ll wholcs.1.1e m,1.rkets in 
U." rt~fT,i()n:: ',0 ',)1' 'l.,:;i: t·.J i:~ 0111' of lit !.r~r confus.ion ar:d congcGtion 
(>:;;,,(~ '!ll.:.' 11.1 ;,h," "rd: r',iori:; nr' LlF' Pl'illCt!"~:i. market clays. In mo;:;t 
cn;;!.';: t..hi:; :;it.lnt,j"n j., .. nl:( m:ifj,~ W;,/':iC durl.nr~ rain.', p!:.'r10dr" as mnny 
t'xi;;t..in,' marl,(,t,:: h"v(' l'I') "wcr 'I.nd urI' 11llP'I'/r.d. The r!'[,ulL may be n Gca 
(Jf' 1,;1Jrt H;: h mU'Jcrr:pl1 t i~r(;:,:,::: r('rl11<.'cd. Tn t.he h(~;, L of ca~;(>3 truCKG and 
otllt'r \!t·hi(:J.('~; (ll't: ['I)'Cf'd i,F) pal':~ Ilt vILr'.il!l:,~ riir:t.anc{,3 from where they 
arr.' v) un] oad nnd 1::n,1 i r", j, no and cr)r.:~I<Jn l'lhore'l'!; arc cilnrgod wi l.h 
curr:,'in/; Uw crlr[~(j 'lrl L!l"lr lJllc;',:;. III rldrlit'on tu j,x;t, time clue La 1ncf-
fjciclit. unl''):ldilk, anti ]il.'l<l.ili< rrwUlnd:;, L1lf'1(~ I:; r;c)1l'ra1l:1 a waitinG 
period L'c[or.; :;\l(!h i'ru,'C':;:; cnn t..'1.1'.1~ :,J.nr. p d1l!~ I.') the' ;;oo1J Gizc of the 
fae i 111. ie!; a:; CODi,'" l'f'(j to tilP ntur,h" r ,)]' vo hi r.l.;::; linrl nm()un t of prClduce 
IlttempUnf" La ent!'!' and r>;.:lt. TnUlall,V :;rr.vinl~[l .In 10l lding and unloading 
time> at LhL' nc'", nnl'K(t.:; r:.re pntirnaLcrl 'it.. one hour, '~vent.ually rifling to 
two hourr;. 



B. Qunntifiable COGts 

1. Construction and Equipping of Markets 

'!'heoe are, of CQU rae, the prine ipnl measurable cos ts of the program. 
During intensive review, w~ have had opportunity to analyze a number 
of the reas ibill ty studies prepa.red for indl vidual market projects. 
These studies have given an accurate picture of the installation costs 
a::; well as the costs of operating the facilities to be constructed. 
The ran~~p. of co .. t. :; of' d' fferent. pl'otoLYI e marketli pr ~ pared by MON'roR 
hns 11.1;; 0 heen ~; t.lldled hy the I' r (),jcct Committee and generally have been 
f .:.lund to he conslsLcnt wi .h Lllc oLher studies • 

. ~ . Ma i nte nancl' of rvlarl<et Facili ties and Increaned Operating Conto of New ~ .. 
Fca.c I l.lLlen • . 

IncrcasNI operating co:; t.::; wlll tal<. t he form ot' increased usc of clec
Lricity (e. g .lce , ltehtinr, ) and water and sewerage which was not 
a vallable or nOI. utillzer! in the old marketing areas. SERETE, in its 
i'easibiHty study of the wholesale mnrket center for Salvador estimated 
total operating cor.t J , including personnel, maintenance, and utilities. 
'I e a :1 s ume CARE expenses will be a pproximately t.he same and consider that 
Lhrce-fl.)urt.hs of t h ' s e cos tro cnn be considered addltional to the previous 
marketing cen tc r s . 

C. Internal Rat.e of I eturn 

Our quanliflcll.t ion r)[ t he C OS~ f; and bene fit s ba sed on our best estimates 
a s described a.bove , yl €' ld f': d a n internul rnte of return of 231, for a typical 
mn rket L be constructecl a s plirt of the program. The data, assumptions 
a nd Lhe r d p tu il ~ upon whic h t hl s analys t s is bullt a ppear in Annex V, 
F~xhihi t. N. The foll owing, howeve r, i n n brief swronary of the methodology 
uRed t o calcul (l Le the rn ,r. r) f r c turll. 

In ' rder thu t our calculations are as r eali st ic as jos slble, much of the 
dat.a used for new market facill ties is based upon figures available on 
CARE's operations for 19613 a nd 1969 . These statistics were used to project " 
volumt!s of business in fruits and vegc tablcG and cereals and dry goods. 
In the cas _ of fruit.. :.; nnd vege tables an averaGe annual growth rate of 8~ was 
aSGumed based upon the popula U on gr wth ra. te, per capi ta income growth and 
the income elasticity of demand for fruit and vegetables. The volume of 
frul t and vegetables was then pro,jcct.cd for each year until 1985. The same. 
proc('dllre, wi t h s ome modificatLon, war. u :~ed for cereals and dry goods, 
ansumine n 1~.51, average annua.l r; rowt.h raLe . 

'!'he benefittl a.nd coats, with mont fl gures based on CARE, were then calcu
lnted us ing Lheae projections of busines u volume as n basls. For example, 
the volume of frul to and vegetables for 1970 is est.imated at :t.6.6 million. 



Spoilage should be reduced by 67. of total value from what spoilage would 
have been without the new facility. This is a saving of approximately 
$400,000 for 1970. Over the lite of the project savings in spoilage are 
considerable. In a similar fashion savings in labor costs were estimated 
Construction, maintenance and operations were the only costs considered. 
Costs were subtracted from benefits [or each year to derive net flows 
which were then discounted to present value to yield the internal rate of 
return. 

As discussed above, we evaluated the realism of our best estimates by 
conducting a sensitivity analysis. USlng both the higheHt and luwest 
estimates ot reduction in spoilage, we calculated the corresponding opti
mistic and pessimistic internal rates of return. If one aSsumes that 
the spoilage in perishables Ciln be reduced from 257. to 107. and from 151. 
to 5% for semi-perishables,' the corresponding internal rate of return is 
approximntely 48%. The lowest estimates ever reported were that spoilage 
could be reduced from 197. to 147. for perishabl es and 87. to n. for semi
perishables. The corresponding internal rate of return is 10.5.,.. The 
rate of return of 23% uned in the present paper therein, represents a 
rather conservative esti,-,nte of the benetits which Clln be anticipated. 
In any case, making the most pessimistic estimates still results in a rate 
ot return in excess of the opportunity cont ot capital. Each of these 
rates of return, morl"wer, still underestimate the real return to society 
since they ignore all the non-quantifiable benefits which will be described 
below. 

In conclusion although our analyuiu is ba;:;ed on estirnlJtes and assumptions, 
it represents the best thinking available on this problem. As stated 
above,all the data has heen based on the MSU report, the end of tour 
report ot Roy Brllndeburg, the feasilnlity 9tudy for the Salvador market 
by SERETE, fl Brazililln ('''"Rulting firms the HONTOI{ study, and on direct 
observation nnd interviewn by USAID staff. With respect to the latter, 
o.l.ficillis at CARE have been consulted and lIll nvallable dllta from that 
center has been consf.dered. In lIddition USAID/NE technicians conducted 
u special survey interviewlilg the userlJ ot CARE: producers, wholesalers, 
supermaL'ket owners. Four eo.:ononlistn have collaborated on the final revi;' 
sion of 6tatintics, cstimllt~9 and assumptions. Every attempt was made to 
make realistic aRsllmptions, and the rate of return is high enough to allow 
for R margin ot error. 

D. Externnl nnd Secondary B~nctllB 

1. Reductions in COSUI ~.!:'d rU~~ll and Increased Competition 

Although more ditf!cult to measure. this should eventually become 
a very important economic and 1J0cial benefit of most of the new 
markets. Its initial benetits will be quite small but should 
build over several years. 
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The de:; 19n of the fuclli Lie!; nssures a much larger operating scale per 
businesn unit. than Lhn t preva iling i.n exis ting markets. Furthermore, 
as the IM.rket:; w:ll be desic;ncri Lo handle ft:ture demand, the number of 
operntinp, area:: nnrl stalls will be increased. Finally, the market news 
service will link not. (mly Lhe ot.her market:; buL interior points as 
well. All of the:;e fr...ct{)fn will reduce 1J11lrkctinp; risks nnd C03tS. The 
increa.sed compctj tion ;.:il] result in lO'Ner rn:lrein:: which should fall to 
more compr.tit.iv~~ If!vf~.I.:;. r';xi.:;ti.nr: whol.~::alr. margin::; of 1111, on fruits and 
vcr;eLab.1en Illld l'J t on cen'ill:; IdJ] hI' expected Lo event.ually full az a 
rc;ul t.. 

:3Llmulation of Farl;i,·r Production dlle to Incrf'flsed Opflort~mity for Direct 
f.h"rketing - Indirect.. Income l;;C~; 

Di::Cll:;:,innf' '.\1 1.h GOB orncial;; havr inrlicll.Led thnt t.he highest. priority 
in ren Linp; warchow;p Ilnd "f.:1l1 ;'I'l.~cr. ';lill he f::J farmers and f(~rmer orga
nizationn. Th(~ oprn 11l111dl.nr::; 11/'P rJpGjl~n('c1 for u:;c of' producers of 
1'1'11i I.:; flnd vq:<' L:101/:,:; ',oJ!j(l ren L h'i the dll.Y while fnrmr:or coopcra ti ves will 
he giver, incentive:; to 1'('nl, ·,':;rell()'l:~r~ spnce fo!' morc N1Sily ~;torable 
prod\l(:r~. r,1ore dincl. ru'.J'l:/:'tinr:; by the fn,nner should rLs"ure consi3tently 
hi/:l,he.~ r('al l'ri('c:; Cn:· h·i:: pr')duct;;. 'lhe n~:,\Jlt, "hould be 'in increase 
of fnrm prr.HiUCli()11 tl!'If. '.,"."ll'j nnt. )-VIVr' othr:rwir.c occured without the 
nC';I f;J.cilitl('~~. 

I3ccau:;c 0f thdr 1.1\(.f~r :,:alc 'ii'prut.inn, tht:; b<::nefit would have it.s 
GrcaLp:;1. irn;:lct 'm ~,;](' ':lll'(~r.r.:!rLct. cna.i.t1:,. 1\ series of int.:_.rv1cws wiCh 
man::-.r~~'r::; of :;lw V"IO J.'1!'r~('::l Hr~('ifl; chn.inG have dpInonstratcd that the of,e
n5.l1l~ qf th,' C\Hl,' r.n!'/"'l :: .. :: ,~l'r~:ti,l:..' rrL(:ili:.'l!J?l their jlul'cha.ses of fruits 
a.nd vegr:t.a'oh,:' "Ild "\':;111",1 i.n (1n acc('J''l';lt:'on of their plu.n·3 to expand 
LIli.:, !'J'r>r!llCt. 1 :rH', (:;('1: ,',nrl,'x './, ;:;yh\\Ii.L ('l for infcrvl.e· .... qul~"tionnllire). 
The adv~lllf.;J.I~(·:; ·,r C:·\i~F '1:·.:JInpal'crl t.o Ulf' \':··"'/).:)\1::; ,'llrchasinl3 channels 
({I].! ;~:l11tll IIi i.rt ;,nrl i\f()r~urlo:~ mil.rkf't~~ or int.erior to"rn:::) were listed as 
t.h,; abi.lity t', i>1;"cha:;r in ;aq,;e Cj1lanLi: i.f!C;, br.'Lter qUllliLy lJrorluce, 
lrMcr pricl";, ('{IIl~;t;lnt ';'11'1'1:,- and lJetter buyil1(,: cr;ncllti ... 'ns. fused on 
t.heir 0b:;prvCi U om; an.) inL(';",r'LCW};, In;,\ID ai~riclllt.urnl t.echnicianr, esti
WJ.tr:- I.h:1.t Lh b'll':fiL; V:;;;:'l'nv.tl'l'.pt.:; ..... IJ.1. rc:;ulL In (1) an evenLual 
l"~duct.i(m of' ;)' in J'llrchll:~[nr; <':-.:.>:;t:; ·Jf frulLs flnrJ vCGck1.ble~ and (2) an 
Iltlriitiona~ incrr:;t:,e ;')1' ].(, c

:' tii '.il" I'·Ll'i\.c\pccUon of r;\lpermarketr. in retail 
sales of .:.'1'1.11;.[; flnrl \ft:f.;r~t;\blt,::. 

Thc rle3cripLion dc:;cribc'rii)rt'vi ou:,l:! of ex.t~;ting markets is evidence 
enough of Lhe dnngcl' to public healt.h f'rr)tn contnminntecl prodllct~. The 
lack of' drllinCllT,e 1 pOOl' hlllldlillF', me t,110d:;, un~;uni tllry s toragr. areao and 
lack of toile Lr; and Garbuge removal rac UHler, '.I ill all be correct.ed in 
the nevI markc ts. Al Lhoup;h the reduc tion in human illness cannot be 
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measured, there b little question that the new facilities will have 
this effect. 

51. 

Furthermore, a more r.egQlar supply of good qunlity food products to the 
people of the region will contribute to improve their diet, which is 
presently considered to be very poor even in comparison with other under
developed areas of the -.. :arId as per FAO ' s etandards. In fact, the daily 
requirements in the NorthenGt of Brazil waG eatilnClted by ETI::NE teehni
cinnr, (Bnnk of the Northca5t of Bradl study in 1%2) to be on the order 
of 2,800 calories for 1Ul fldu.lt bet,.,een 20 nnd 59 years (productive ae;e). 
However, the HecHe populr .. tion, which is cons:ldered to have the highest 
per cllpita income of the region, is only consuming 2,500 daily calories. 
The improv~mcnt of "Uell /J. rHel thl'OUf?,h n well orglJ.I1ized, more stable, 
nnd lees expensiVl' food Gupply, hoth in qUllntity and quality, provided 
by the centrnl mltrkct;; ... ·ill -increase the health of the population, resul
ting in higher mlJ.I1power producti.vity. 

dcsicics tLc r.1ore i'WlCtinlHll nuture of the new market.s and their improved 
:;nnltlll'Y conl.1iUolll.>. w"r};cr:; will enjoy a ranp;e of ancilliary services 
sllch IlS adeq\late rn.strt\IT''i.nt ['acUities, unproved transportation, rest 
ftrr>as· 

One of tl,e pdmnr'Y 11o·',ll:.:'j L~ dc.rivccl from the proposed new markets is the 
increucC'd ~ffi('i0Il'.~y ',:'LUI whi(h the existIng truck fleet. can be used. Load
ins nnd an) oa(iing t tn, /1:; 1I1cntirnf'd 'lbovc will be com;idcrably reduced due 
to bctt,,:, !;lHrk,[,i l'lyrl\.,t n.nd cl"rdr,n o.nr1 1.mproved hlll1uling methods. Market 
l()co.tion~; tit' t1;I~ ol1t~k 1 rlos of cHles albo save truck time, eliminating the 
neccr,:;ity to pn.:;s throw.li cOligcs!;ed city !,tr0cts. fI.ll of these factors 
I'lean that (ttl:.' onr' loruc1~ "1m rrmkc more trip:; per g1.vr.n time period between 
pro(b('Liol~ rtr~n.:: [LIld m'lT":L C0n1.ers. Tl1ie wl11 atimu.lnte the exparsion of 
t.l·uddtl'~ fJ..;ci.:i .. f,I;11:; (dr'.'ILly hr.::nirittinc the funnel'. 

E. ExL('l'llnl u.r:d :':"c:nnr)nnr Cor;t;·; _____ . ____ .. _______ . __ ..-.-.k-_______ _ 

l.IlcrJ'.ictio)) jn TiTllo}e:;nler!; :)'11'_::; Directly Lo COllGUI11Cn ~s Result of Non-
Centrlll i.zcr: L()nJ, j on of Lh~.I:lrr:cr /,lurJ'ets. 

'1";" r'(:'~:"~,i': ::1\l(!;.' j',-,;!d.;, f.ld·· nut in ':ic1"ing the oUuatfon In Hecife. The 
~~A!m l'ncil ity }'('pl:tr'·:d :",{(, ,·,,!:tlfdJ:r \OC'l.t.r:rI nJrLrl~r:t~ hath of .,hich Bold 
t)0ti!',(j ,'ct'1.:L!r:i:; n.;~ ·,!r~'.l ~:w rl'i"cr:tly 1,e· ('(j:w\)·n~n;. r.t is estlmated that 
.:llOlcsn.lcrs lu'C:i\,(,d .i.n thi~::;C !:i'.'k(~L3 :-ulel npproxjJi.utcly lO}~ of the total 
volume of l'~ui t,r; and vC:;"Lnblc:: d irc,: Ll;1 \;0 eon::;umcrn. Horrcver, due to 
the c;rer·t.,·}, (l.i.C:;~;1ll1r:e of v}loJf'r.'lJ" cenLf'l"n rrom rc:J1rlential n.reus and due 
to thr: ract- that n n~lut.jvdy LII;h minllr.ur:1 (lmount must be purchn.ned, it 
113 cnt.imn.tecl Umt c:;uch (;(LLC's ",i 1.1 be cuI. tu only Gomc :/" even tnking 
into I1cc:o'IJnt L:le :;upcmo.rkeL opf'.:-aLing within ;',he CARE mo.rket area. 

2. AdditiollFJ.l j.J..)ad.-!E.£. and UlIlondinc ,?f l'rucltr. 

Similar to thdr ohGervatioll in n <? 3 above, 1l,OIlTOR han pointed this out 
in viewing the existing I~cd fe Gi tuation. When CARE wan opened trucks 
were required to regiater n.t the mo.rket.ill1d were then free to offlond or 
proceed directly to the fairs of the city. In recent months the CANESA 
operatorn of the mo.rket have arbitrarily required trucka to offload. We 
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view th'i5 as a case or poor administration and ralse 1!t as an example 
of the type of pollcy which mny be adopted in any of the markets in the 
desire to assure maximum utllization. '!here is no quention that admi
nistra ti ve and opera tional mis takes will be made as the new facilities 
come into operat,ion, and such mistakes will reduce benefits atld raise, 
costs. Such mIG LakCG are unavoidable and are part of the learninp, 
SlrOQMo. HowevClt", c:onrlidtlriM t:.h~ 1'010 or COML 1n tho nnUontLl. progra.m, 
any such mis takes will be under cl'ose scrut lny and prompt act lons are 
likely to be t.aken to correct them. 

}t~. ~'E!ploymen t. Effcc I : ~ 

Al t houeh es t ima\.<:>::; ·n..tr.y, anyone who hus examined the problem of unem
ployment in Brazil has concluded that the service sector absorbs a great 
deal of the available ma npower. Con:3equently, any improvement in the 
efficien y of the service sector has the potential of reducing employ
menl;. 'lie do not feel, hal-It,! vcr, th/\t the current.. project will have this 
undesirable effect for the follo\o1ing rear; ns; 

1) The e:;Ll ma ted J.o.bor . roduct.ivity ga.lns are estimated to be 410, 
whereas t.he incrca.se in t he amount of food flowing through the system 
is ex ected to be I ;, per year. The increase in the demand for labor 
as 0, result of the 113. tt,e . factor wi ll 'nest JileJy outweigh the loss of 
C'mploymen t r es ul ting from produc t1 vi ty Balns. 

2 ) The c nst..ruct i on of the market itself will generate significant 
demands for labor. 

G. Conclusions 

\oJhile data 1s generally weak in Braz il, the marketing area has been 
well r;tudled and He l a ve deliberately chos en conservative est imates of 
benefits to accrue f n 'HI the con5tnlction of new .... lholesll.le markets. 
At the :Jame t i me we hav no" included the external and indirect bene
fi tr; , which s hould far outwc.lp,h the indlrcc L costs, 1n calculating our 
·n l.e rnal r' to of re turn . Nf'vcrtheless, an in ternal rate of return of 
? 510 demons ra te 3 t he economic ut ili ty of the p roposed program. With 
5uch a high int..ernal rate of return we could cut what we consider 
r ealist..lc fi(Wres for red ' etlon in spoilage to the most pessimistic 
1 >vels and s t.ill obtain 0,11 i nt.ernal rate of return in excess of 10%. 

vli l.h reeard to the distribu t ion of the savings , we believe consumer 
price:; s hould fall in real terms, a.,sum.ing a continuing of the exis
ting trends in ng17icultural .vroduction, because of the increase in 
the efficiency of' t he wholesale market. He also expect that this pro
ject will have important backwtlrd and forward lin~agc effects. Gince 
the wholes!lle markets \·rill give priorities and advantages to farmers' 
cooperatives for renting stalls , in addition to improvements in the 
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mnrkctine; neW5 5crvices, the farmer will be! in n much better ponltion 
to take advantage of lhe cxlsllmce of an efficient outlet for hi5 produce. 
On the retailer" ide, both 5upcrmarket5 and 5mnl1er retailers will ::;hare 
in the benefit:; of !'urchn:;! ne food commodities in a modern fac 1.11 ty. The 
improved method for purchasing l'erbhable foods will be of primary bene:f'lt 
1.0 the r,lTllLll fnira l'c t.1I.11r.r wth'we :;n.len con:11:; t or a hip,h pcrcen tnge of 
fresh fruiLs and vc{.jclnblcs. t\lthough forward and backward linkage5 in 
addition to compe II Li ve pressure:> will force the benefi ts of the imprcved 
\ .. holesale sy.;tcm 1.,0 be sprcn.d l)1.It, we do not attempt. t,f) make calculations as 
to hovI much (If the benefi U, I~nch i,arty will receivc. However, con51dering 
thc intention:, or :.;lIDENE La [;Lrcn(;tllclI [;mall ~rocers and stimulate farmer 
mn.rkctine c.')opcratives, t.hc"r 11,rl)Ups :;houle! receive n. 3ienificant amount of 
the benefl l~, of thp. prOI~ri.Un. 

ConsiderIng the benefits aet forth above which are expected to be derived 
from this loan program, de fin itE strides will be taken towards correcting 
the "food Gap" problem alluded to 1n Section 1-D of this paper. 



§]£JION V - FINANCIAL ANALYSIS 

The Financial Analysis will discuss the financial plan of the program, the 
proposed loan terms, the financial aspects of the mixed companies 
established to own And operate the markets, and the financial positIon of 
the BNDE. 

A. The Financial Plan 

The GOB estimates that the three year needs of its national program of 
wholesale market construction will require a total investment cost of 
approximately $100 million. It will require that the state and/or 
municipal government:; contribute 30% of the cost of each market Thus 
$30 million of the program will be financed by the states and 
municipalities. The source of the mn,jority of such financing will be 
the participation fund. (Portion of federal income tax transferred 
to states and municipalitic:; for investment requirements.) The balance -
~70 million - will be contributed by the Government of Brazil, either 
dfrectly from its own resources or from loans from international lendi~g 
organizations, through the BNnE. rt is estimated that fifteen 
million of the $70 million will come from AID. 

Of the 
$55 million GOB contrihution, :;.45 million will be a direct BNnE contribution 
and approximately ~'lO million will be GOB owned counterpart from the 
sale of PL 480 wheat. Thp proposed Financial Plan for the National 
Program, although not in final form, 15 presented in tabular form as 
follows: 

Proposed Financjal Plan - National Progrnm (in US!} 

Sourcr. 

GOB (BNnE) 
States and Municipalities 

TarAL 

Amount 

55 
--L2 
:t.100 

Percentage 

15% 

55 
-LQ.. 
100% 

The AID loan of :1',15 million would be eligible only to assist ir. the financi~ 
of projects and technical assistance 1n the North and Northeast regions. 

Such a focus would identify AID lending with the poorest regions ~ 



55 

Brazil and, as we would limit AID financing to 50% of any BNDE loan, assure 
. that substantial GOB assistance flows to these regions. Thus, with this 
1imitatio~ and the GOB ~osed requirement that states and municipalitiea 
contribute 3~~ of each project, the financial plan for the AID assisted 
North/Northeast is as follows: 

Proposed Financial Plan - North/Northeast (in US$) 

Source Amount Percent~e 

AID tJ)~ 35% 
GOB (BNDE) 14 35% 
states and Municipalities 12 30% 

TOTAL $l~o 100% 

The full ~ustification of the AID assistance is to support a program which 
will direct approxime:Gcly $l~o million 'WOrth of wholesale market projects 
to the North/Northeast of Brazil in the next threc to four years. The 
purpose is not to establish a lone-term revolving loan fund for wholesale 
markets, thus, no attempt has been made to show a cash now analysis of a 
lone-tcrm program of wholcsale market construction. 

d. J..oo.n Terms 

The i3~mE has indicated that it would grant its most lenient terms for .the 
YTholesnle market progrrun - 16 year repayment period with an interest r.ate 
of I~% including full monetary correct:i.on. The repayment period includes 
h years grace on loan amortization and the borrower has the option of 
capitalizinc; intercGt dUT.i.!1t'.; the Grace period. lfl.onetary correction is 
dctcnnined in accordance '..;ith guidelines adopted for National Treasury 
Bonds. The monthly r.1onetary correction for these bonds is the average 
incrcar;e in the whole Gille price index for the previous three months and 
is published by the J.1inintry of Finance. 

In thc case of loans made to c;overnment entities or government sponsored 
orGo.nizations, such as Wholesale mo.rl{ets, the mIDE F.lhows greater concern 
with the type of ~uarantee required than w'lth the finllllcia.l earnine capacity 
(if an;\,) of the project. Thus, the mmE entera into an ne;recment with the 
state concerned that Federal fundr; allocated to the state and deposited with 
the Bank of Brazil will automatically be transferred to the mmE's account 
to meet interest and principal pa~{lnent::; an they comc clue. Specificall.y, 
theGn funds are the allocationG mo.de 1):,/ t}1(' F~(lcral Govcrnment to States 
and nunicipo.1.ities from the "Pllriic:lpoU on Fund". 
It i::; our recommendation that the AIl) loan to the BNDE be 
on terms as follow up to 20 y(:~ar~3 lllclucllnE; five years 
grace period with 2% interest for ~ years and 3% interest 
thereafter. By offering the 8NDE these terms, we will attempt 

'to negotiate an increase in arnol'tizatlon periods for projects 
in the North and Northeas t to lip to 20 years. The BNDE has 
indicated that it would seriously cOfl.l:tder a longer omortization period it 
.AID would provide assistance for this program. We believe 2().year loans 
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for marketD in the North tl11d Northeast is reasonable in view of the rel .. 
tivcly poorer status of thc areas and the need to reduce the financial 
burden of the state and muncipal governments. 

C. Rcpayment Capability of the l-1ixed CompB.l1icll 

As the rules and rerrulations for lendinG for the wholesale market program 
are presently beine prepared by the GOB, no :final determination has been 
made as to whether the mixed companieG are to be responsible for full 
amortization of tllC loans from their internally generated revenues or 
whether all or 0. portion of tllC lonn should be repaid by the state Md/or 
municipality which will, in any case, guarantee the nUDE loan through the 
participation fund described above. The guidelines established thus far 
require that, as a minimum, the operations of My market should generate 
sufficient revenues to cover at least their operating costs, minus 
depreciation, plus t~m statutory reserves: one for capital increases and 
the other for expnnsion. (The required percentaees for these have not 
yet been determined.) GE1-1A13 and t.ll e mIDE est mate that personnel costs 
and depreciaUon arc roU[;hly equal for n wholesale market and account for 
70 to CO;' of thdr operntinr; costs. . 

To reduce the runorU:.:ation burrlcn of the mixed companies, and make it possible 
to plow earninr;~ buck into the businefls, the GF11AB/mIDE regulations will 
provide that the equity/deht ratio or ea.ch company is 60/1~0. In other word. 
the equity contribution will be by GoX, and the loner-tenn debt 40%. The 
equity contributors will he COnAL - 3Cf/o and the state and/or municipal 
government - 30;, - while the l~Oi:' debt would be the long-term BNDE 10M. 

The 30:' COBAL contributlon wollld he provided a.s a loan from the BNDE which 
CORAL would repay from yearly hudr,etary allocatiolls of the Ministry of 
/iericulture. 

D. Financial Position of mm~,: 

The mmE'::; overall financial conditIon appears r.atisfactory. Comparative 
year-end Balance 3hccts for 1965 throl.l.(;h 1969 appear in Annex V Exhibit K-l. 
In 19GB and 1969 t.he relll value of' the cruzciro-financing operations 
approved by the mmE i.ncrcllGed by 6~ and 12% rC5pcctively. An average 
erowth rate of l5.5'~ per annum is pro.1cr.ted over thc ncxt 3 years. The 
BNm: portfolio hilS grown from the CfjU t vlllent of U~; $278 million in 1965 to 
us $749 million in 1969 for a. compO\U1d annual r;rowth rn.tcof 11~1o. Capital 
and Rec;erves during thc Game pcriod I~rcw from US t135 million to US$632 
million, a compound nnnun.l rate of 3W1

,. This ro.pid growth rate is the 
result of the BrIDE policy of crrpitnlizi ng totlll cl'J.rnings lesn the provision 
for portfolio lossen each ycar ;~nd of thc incrcltGcs in thc annuo.l GOB con .. 
tributions to thc BNDE through the r·1onctllry Rescrve Fund and thc Federal 
Budget (see notes 1 and 2 to the Proforma Sourcc and Applications of Funds 
Statements in Annex V Exhibit K 2) Which are not repayable. Consequently, 
the BNDE Debt/Equity Ratio has been reduced from 2:1 in 1965 to the 1969 
low of 0.45:1 (deQt determined on the basia of totnl liabilities). Despite 
the indicated net growth in Capital and Reserves, the BNDE since 1952 haa 
incurred 0. gross capital outflow of the approximate equiv&l.ent of US$530 
million. This capital loss, while more the:] offset each ycar by the large 
(OB contributions, has resulted from the BNJE loan terms which have failed 
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to maintain the renl value of its portfolio under inflation. In 1969, new 
loan contracts began to carry monetary correction thour,h at less than the 
full rate in the case of Rome programs. 

The BNDE Comparative Income statcmcnLIl for 196e and 1969 Ilppear in Annex V 
Exhibit K- 3. Gross IUlnUtll income from the portfolio as a percent of the 
average portfolio was 7. 2:~ in 1969, 11. 2;~' in 1968 and 17. 6'"/' in 1967. The 
decline in 1968 was due to the loss of income from the B}IDE loan to the 
National Steel COmpfU1y which was re~cheduled during that period at a 
reduced interest rate. This loan represented a considerable portion of 
the BNDE portfolio revenue in 196 r

(. In lS169, the BNDP. changed its account
ing procedure to apply monetltry correction directly t.o the capital accoun~B 
rather than through the income statement which explains the revenue decline 
from the previolls year (see Comparative Income statements for 1968 and 1969 
in Annex \' Exhibit K- 3) Gross income as a percent of average total assets 
~howed this same pattern, 5.6'1~ in 19()9, 8.b~ in 1968 and 13.0% in 1967. 

Total expenses were 1. 8% of average total assets in 1969, '2.1% in 1968 and 
2.3~ in 1%7. Administrative Expenses decreased 11.1'% in relll tenns in 
1968 and another 11.6~~ in IS/;). 

The mIDE has Showll tll1 accpcLable level of profitability over the past 3 
years. Profits after adjustments for portfolio losses were 4.0% of average 
':.ottll assets in 1969, 9.3/0 in 1968 and 11.5% in 1%7. This decrease in 
L)rot'itability resulted l'r':>m the decrease in income discussed above. Portfolio 
losses were .oy/rJ of the averagt~ port folio in 1969, .05% in 1968, and .04% in 
1967. 

Lacking private deposits, tIle I3HDE has no official reserve requirements. 
However, as a provir.ion for liquidity, the mmE has esta.blished a r.1ininn.nn 
C::l.Gh Reserve below which the ~um of car,ll and ncar-cnsh items in not allowed 
to fall. This r'~inimum Cn.sh ii 'serve ir, 8. contingency fund calculated 
quarterly nnd bar,ed 0:1 projecte~l en::;h flows (L.'1c.l tlnticipated projects overruns 
which may require [l,dditional jJflDE finnncinF.; (see note B to Profonna Source 
end ApplicatIon of' funds f~!;lltements in Annex V F.xhibit K-2.) 

The mIllE hns no r",.'di~count IhlC:: available to it. The BNDE legislation 
provides, however, tlmt the Bank may make IJUpplemcntary budgetary requests 
throur,h the I,Uni s try of Pln.nninc omler appropr tate c1 rCUInntances. 

'l1lC Capital of t"e BND?, runountcd to the f'rpiv:)l(~nt of US$220 million at 
December ~,l, 196). 'l'hir. Co.pJt;al 110:; not l~cr~ll br.ued in the form of ::;hares 
but is brJ.sed in the oric;irll!l COD cor,~,dbut.lo:J contrdned In the mIDE enabling 
lcgiE;lntion of ::.;52 (Lily/ 162(1/)2). The nr;[\i~ Cnpltnl ie; owned entirely by 
the GOB wllich j(j rcprcs(>ntecJ by tile ::.injsl.cr or Plru1!1inr;. 

To complement it:3 lending progrClnl, the mrn[~ rrovidcr. c;unrantec/J for foreign 
credits as O£entl:! for thr> Ntltional TrPllwry and for its own account. In 
1969, foreten ercdlt. guarMtccs ",ere made in the e(juivLL1ent of US$lll million. 

10 provillion is made by the BNDE for gun,Tnntcell o,rlminiatercd by the romE but 
executed by the National Treasury for the latter's account. Tho BNDE providea 
{,('Ir its own BUllrantee exposure through its Reserve for Portfolio losses which 
an,ounts to 5'10 of the DNDE lOMo and guarllutees outatanding. At the end of 1969 
tie BNDE had a guarantee exposure equivalent to US$344 million. 



SECTION VI - AID LOAN AtNTIIIGTRATION 

A. Implemcntat ion Plan 

1. Loan Agreement Necotiations 

It is estimatcd that approximately 90 days will be required for loan 
negotiationn oncc a draft loan agreement has been prepared by the 
USAID and prcscntcd to thc COB for review. Both the BNDE and GEl-fAB 
are nlrcady frunilinr .lith AID loan provisionfl so no unusual delays 
are to bc expected. 

Implementation TJetter n {> 1 will be prepared with the Loan Agreement 
Nld discussed with the GOB as part of loan negotiations. 

2. mplcmentation Activit.lel'! 

Approximatcly 90 days should be requircd for thc GOB to meet Conditions 
Precedcnt following 10m1 nercemcnt signing. Besidcs the standard 
Conrlitions Precedcnt, of Vlhich thc Borrower is well acquainted, we will 
require the final rules end rcgulntionG of the proe;ram and the final 
dctcnni:1R.tiol1 of amort.ization pcdods for lOMS in the North and 
NOT'thc~l:--,l I"el~l(lt!!~. 11:;,'\ 1i) vJ.ill require a" a Condition Pre
cedent t(l rli;;t'lI!',~C!J1CIl1. ;;tnt mj!"'E 8.nd GEMAE submit to USAID 
the economic, rlr':llIcl8.1 ~llld technical cl'ileria that they 
usc ::'n C'valu:ltirl!" ,[rid appr':'vinr; applications for financing 
f'eom th.:, :ni:-.('d ':i[lan',,:,:~. U~~!\ID ' .. Ji.ll SP'.Jt check applications 
suhmitted for rlPr'l'O'/,'d ,'J,';:-Ll.m;t th~' crlt..eria mentioned above, 
to be ::: llPP 1 icd {J,'ifdj) by dNDj'; ,:md GEl'·1[IB. \0/1 th these assu-
rances '~Ji: \-Ji.l.l no~. :}ppr'.)ve sUb-l,jc1ll projects but leave 
thL; Cl'lt..i r·; ly t,r, !;::;,~J\:l, and t.he HIHjE. However, AID wIll 
receive 1'(.'r~(II'L~,· on ,J1 cnproved rr'oJect,~ and will post 
(Judi L th('~;(' ;:J:; Ilccc:':;J!',V to a:";;illr'f-: that analyses and appro
va}:.:; arC' : n ·lCC(l]'rli1!~C:(.' \.;j I,ll sound cnr;i llC'cring and economic 
r'~'n.cl.,l ."'. 

We estimate that the AID loan .rould be disbursed over three and one-half 
yearn to four years with :1nal dioburnemcnt at the end of CY 1975. 
However, it 10 the GOB's lntention to ntick as closely as possible to a 
three year disbursemcnt pcrlod and, in view of their progrells in setting 
up thc pror:;rrun, such a disbur~~cmcnt period io possible. 

3. Procurcment 

Procu.rement hy Gub-borrowers wJll bc from ioeal sources since BrazUia."'!; 
industry prodllces the neccGsary construction materials and equipment 
and there are Gufficient litnnber of quallfied Brazilian eneineering and 
cOnfJtruction firms. All procurement, except for engineering services, 
will be carried out under the compeUtive bidding procedures as required 
by Brazil:l.an law. Brazilian law also requires that pI'ocurement of pro
fessional engineering services be accomplished through invitationa to 
interested firma in a manner similar to AID standard procudurea. 
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B. Dir.iJurnemcn L:; 

AID will I'1nanco 50:~ of each of BNDE's disbursements 
for each project jncludin~ the BNDE's initial quarterly 
advance for each proJect;. AID disbursements will be 
based on requc:.>t:-j frum the L3NDE supported by a state
ment list;ln~ the amounts paid out on each project 
during the preced t ng 1 uartc r' (lclcn t i f'y in8: the pro,j ect s 
by naml:? and PI'C' v.Lei inc !j up po rt ing data, inc 1 uding the 
acceptance of work pursuant to the certification of 
the pro,ject; ar·cllltcct;/enf!.~ineer, eoncerning project 
f:xpc'ndltul'CS) and ;,bmvlng the total amount to be paid 
by til c U:;/\ H;. 

Disburr.emcn r~ ('or ~,('f:hni:'al a~r.i"t.llnr~e and trnininr; (~ost.s w:l.ll he mane 
monthly hnr.eci 0'1 VOI)')l"rs evi JCIl~inr, payment. for approved activit.:les. 

USAID en rHo 1 ;.I.,vp.lopmn nt, Engineerinp;, flgricu l.ture and Controller 
personnel wi 11 m';b~ periodi'-; vj sits to pro,jccts to ohserve pror,ress 
and vcr.i f:; ·olr,pi i finCe with the terms of tile LOlln /I.p;reement And 
Imrl ernent.ntj on Ld,t.er::;. 

2. Heportr; 

'1'0 reduce i1npenmr\·. :,1) n ml~Hm'.lm, hut GLill Ilssure adequate monitoring, 
vIe will n:rrll_rc onl:' rjlll)rter'y lind yeorly reports from the flNDE, with 
reGl'ccL 1.0 t,li~ · .... ho1r:;u!.c market. loon pro~rllm, llnd semi-annUAl 
report." from (;i·:r.1fd1

• ~:j .11 rpr:llrd to t,}le technirol llssistan~e and 
traininr~ pror::nHn[;. 

The report:: ('rorn Lllf! Hi;!:·!': wI!.!. be tai 1 orerl to corrr:!:>pond ar; closely 
as posd f1 I.e i,'l \.lJ(~ !.ir.li Ill' nnd content of the rcportn t.he mIDE 
require::; rrorn its lJorrm:':rs. The i~jmp. reports will provide such date 
os prorr,rer;G /Jchl eved Oil U:" J~n) fj !1o/lf:f'd pror;rotn, r;ummary information 
on expenditure::; or r\l/l(][; rr.iJrle f"om (Jll contrihutor" to the pro;jects 
anrl a fu 11 dr:,>::;cr:i rtj on oj I)!lY eli ff'icu l Ucn encount.ered in implementing 
the prorr,ronJ. h'e w.i 11 rC'-lui roe thnt ther;e reports he Guhmittcrl quarterly 
end tlJl1t they occompany e]l reqllcotr. for quorterly disbursements. 

3. Audits 

fludits of the project will he made periodical_1y as deemed necessary 
by the Auditor Gcneral.'s Office for Latin America. 
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LOftN AUTHORIZATION 

Alliance for Progress Loan Funds 

Capital Assistance - Northeast Agricultural 
Marketing Loan. 

Pursuant to the authority vested in the Administrator, Agency for Intern
ational Development ("A.I.D."), by the Foreign Assistance Act of 1961, as 
amended, and the delegation of authority issued thereunder, I hereby 
authorize the establishment of a 10M (the "Loan") pursuant to Part I, 
Chapter 2 Title VI, l\.lliance for Progress, of such Act to the Government 
of BrazU ("Borrower") of not to exceed fifteen million United States 
dollars ($15,000,000) to finance the local ct1rrency and dollar costs ot 
goods and serlices necesllary to assist Borrow\~r in conducting a. program 
of financing agrbultural marketing projects in the North and Northeast 
regions of Brazil. Up to $1,000,000 may be used to finance technical 
assistance and training. The LOrul qhall be subject to the following terms 
and conditions: 

1. Interest and Tenn~ of Rcpf.yment. Borrower shall repay the Loan 
to A.r.}). in United stales dolitl!"o within forty (40) years from 
the first disbursement under the Loan, including n grace periOd 
of not to exceed ten (10) years. Borrower shall pay to A.I.D. 
in the United states dollars, on the disbursed ha.1ance of the 
LoWl, ir,terest at the rate of two (2) percent per annum. during 
the grnce period, Lmd tlITee (3) percent thereafter. 

2. Other Terms and Cond:ltioDO 

(a) Goods and services finnnced under the Loan shoJ.l have their 
source and origin in Bra7-il, the United States or any 
independent country of the .W~lItern J-Jemiaphere south of the 
United statell except Cuba. 

(b) United staten dolln.ro utilized under the loan to finance 
local currency costa r,hill.. be made available pursulUlt to 
procedures oatillfnctory to A.I.D. 

(c) All payment of intel'eot nnd repayment of principal of 
A.I.D. financed oub-lonns by BNDE shall be used by the 
BNDE for agricultural marketing pro"J ects for such periods 
and under such conditl0118 as are &&tist'actory to A.I.D • 

. / ... 
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(d) A.I.D. sball finance no IIOre tban fifty percent at each 
BNDE loan for an eligible project. 

( e ) Tbe Loan shall be subj ect to such other terms and. 
conditions as A.I.D. ~ deem adyisable. 

Administrator 

Date: 
----------------------
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CERTIFICATION PURSUANT TO SECTION 611 (e) 
OF THE FOREIGN ASSISTANCE ACT OF 1961, AS 
AMENDED. 

Ret.: BRAZIL - Capitnl Assistance - Northeast A~icultura.l lolarketing 
Loan. 

, 
I 

Having taken into account, ~~ong other things, the maintenance 
and utHiza.tion of projects in Brazil previously fine.nced or assisted 
by the United states, I certify that in my .iudeemcnt Bro.zil has the 
financiaJ. capabilit.y and the hUM~.n resources to effectively maintain 
o.nd utilize the propo~cd Northe3.5t AgrlculturA.l ~1~ket1ng Lom. 

This jude;ctnr;:nt is based. prhl.U"Uy on the facts developed. in the 
Capital Assisto.nce Pl1.pcr for the proposed loan of US.~15 million, lrhich 
d1ncur.sns in detail the capabilities of the rnrDE: (thc No.tionrt1. Economic 
Dcvelop!r.cnt H:J1Jk) c.wl m::aAB (the Executive Group for the l·Iodernization 
of Food Supply), and finds thnt they will P03SC:';S e.uequntc financi;)J. 
nnd hum::m resource capa.bility (sllP1101'ted by technical o.s::;istonce c.nd 
trainine where apprOl)riate) to effectively r.1Cl.lntain and utilize the 
project. 'l'hc lND}~, ,rith the as::;:t:;t~1.nce of GB.!AB, will be competent to 
imple.:ncllt the project and Rct for the Government of Brazil as its 
Executing Aeeney. 'l'he relationship between the proposed lO5l1 and prior 
U.S. assistance to ae;ricultural marketing c.ctivitic3 :In Rrazi.l is 
discussed in detail in the Capital Assistance Paper. 

Director 

Itl, 
Date: II h1- ... 
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September 2, ~970 

As ,you 1m 0 ' .. ' , ~hc p.l· 'w.ili!ln r]ovcnul cut giveG I rim'ity to tlle Food 
r.;ll d~c ~inG l'l'oc raHl, Lhr. aitn .of ' .'lIich i :.. the ()onstruct ion DIHl cxp:msion 
o.t the foo 1 mnl'ketillG 'in th .~ print:ipo.l c.ler..ocrnphic concentrations in 
the country. 

1'0 accelcI',te th c;·~c('u!;ion of tile Program special mCCl GUrc ::: have been 
tob:m, mnone; other, '~h :: l~ stnhli shlile llt of thc GEliAD (Decree 110. 65 .760, 
01' 11/';1. ',/69) and ti l(> lJat.iC'ip,.V_on oj,' CODAL, in l;hc c<1piLnl of l;he 
{';Ovcl',1mclIl;ll1 cnt r: l'{JJ' i:; c [; or hli.;.; C U. (·ornpllnit.:3, of !'0gion'J.l , Gtate or 
Illunicip.,l SUO!?, , l"li ic il '·:HI Ill'll I::!/'; 1, :1::: ,i'ood Ilwr1~c tinc (Decree Ho. 
0') . ~ ) ,~ , '5 /1'7 / 70 ) 

L (;!Ltlll ~ ::' ; 1 / ( l H L I. . • (. 111 li it ll ~ Iw rrpl'(: ::;t' t1L;1 tiv~,-; of c.;;;r·,.I\ :' , (;012:\1., nnd 
u ~:lJ\ID on t h i:, S lu ~i '.:d , Lo :;tu ')' the pO:":':; ib '~lity 0 Lili:; f',w~ney (A ID ) 
pOl'Licip:-j tinL; ~ : i~l ll ' l l' ~ in l .;.' ill"nci 1;_. o ~ U :3 ;;J.~ I. illioll, :rl1i 11 corrc::;pontls 
to nbout '] O~, of I;h(. t»)'Oi)"J, . ('0 . ' t ' c Northeast of Brazil on priority 
b::u..: i s to o'..; :i::;t in~lh' C0.IGtl'll cti.on ui' t he Pooll. 1 ia ·lv·till£; Center :.; in 
SulV'c..tlol', lu'nca ju, 1:- .cc i6, Eecife , " Ol'Lol cz t1 , Lcl cl1 , l~an::lu::;, "hieh 
tobJ. inve ::;t l .lcn ~ is estimated La e C ·.;,12)/·, J 0, 000.00 (one hunllred, 
tl ,' nty .l'OU1' lIdl1ion (! Il l ub: ]lul'.dl'cd tllouc 'md cruze iro::;). 

Eas ed 01. t lw ubo ' e con::;ick r 8 tiol1::: , the GOB expr c.: sse::: its intere::;t 
tlVlt cons1.ttL· tU.an Lc (;i'lr.n, by U3AID, to the finoncinG refer r ed 1,0 

aGave , i n tile e Gtimo.t ctl Ul ount 0 1' US:~15 1',lillioll, \·:hlch added to the 
i'cder:-.l, ::;tate and r.lunicipal rcsourcl,;s, ",oulli. compri:::;c the global 
f inuncinG ':;Cl!ClilC . 

A1J})1'0j,1riately, Hith the ava ilability of tile rcquc:;Letl 100.n, HC would 
Olcco1llplish the cOllplCI\lc.l\tary studicG havint~ in vicj'l the priority thot 
i s demandG. 

Finally, I ,·,ould like t o illform you thnt ',·lith the continuation of th,~ 

nec;otiationG, mmF. i::; authorized to n\['int~ in tht.: inJi:::pcn.:;able under
standinG \·,ith this Agency, tOGether '\·:i'l:.h IPEA, SUBIH and CODAL. 

Foot Hote (see po,ge 2) 

Sincer r)ly ,yours, 

/I3Gd/ Jouo Paulo dos Eeie VelJ.OI3O 
14inioter 



• 

Foot. !!otc -
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!ioL'~ 1.;1"-'; li .. l'l'.iA.uOIJ,t){) fi,Jur r . :.;IJdcd in t:1C lcL~cr dor:::; .lot inc.:lUrla 
til·: totr' 1 :'l~,O\.lllt IJ~' tile ]J~·o,:'l·rli.\ in t lJ~; ;;01' ~;l; n.ne!. j 10 c\:..I(>~,::; t. Til·;) La '~:11 
Pl'OCr,"::. 1:: ~;Lill . ;,:v cL~" Lo ::(' .;;1;0 l,;illiClt 'l:ld Ji~D P:ll·t.i.cipation :..1.1. the 
)~i'''': l:v(·J. ;,:, in'1ie"Lr.J ill l:.':; F'PO', 



CHECKLIST OF STATUTORY CRITERIA 

(Alliance for Progress) 

The follo .... inl~ abbreviotions nrc used: 

AID-DW/P-950 
ANNEX III 
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FAA Foreign Assistance Act of 1961, as amended by the Foreign 
Asslstanr.e Act of 1971. 

App. Foreign ASB i s Lance And Reloted Agencies Appropriations Act, 1971 

t.1MA Merchant Marlne Act of 1936, as amended. 

COUNTRY PERH)HMANCE 

Progress To .... arrls Countq Goals 

1. FAA~. 208; B. 251 (b) 

A. r~scribe extent to .... hich country is: 

(1.) Mok ins oppropriate effortn to increase food 
production and improve means for food storage 
and distrjbutIon. 

Expanrli nl~ food production and improvinrc; the means for food 
storage ond r]isl:.ributlon is one of the major goals of Bradl 
and a great mnny steps hove been token to achieve this goal. 
For fut.her ddAi In "ee CIAPI3'(7, especially pageD 121~-lh2. 

2. Creoti nr~ /I favoroble cl im/) Lc for forei p;n on,l 
dOryJ(;sLic prjvnte '.!nterprj[j~~ onrl invenhnentn. 

Braz il han dC!llf: II [~reot denl to enC()Url3l~e private anterprJ ne, 
hoth domestic and forei~n and hOB not in general placed any 
special obr;tfll~1c8 111 the .... ay of foreign investors except in 
FI fe .... "nntt anal necuri ty" areas. For lIpecifics see IBRD 
Report \0..11-195-0, December 19, 1969, "Illduntrial Poli cieo and 
the MOTlufaet.nrine Industrieo in Brazil," and TBRD Report 
WH-203, Novemher h, 1970. 



(3.) Increosing the public's role in the 
(lcvclopmental process. 
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Brozl] has encollror;cd an incrca:Jed public role in the 
development process by the very successful tax incentive 
programs to encoura~e private savings And investment. 

~.) a. Allor~fJtj nr: ovoi loble budgetary 
resources tu development. 

Brozi.l is allocat i nrT, lFlrrr,e amounts of budge"':. renources 
to rlevp.lopment. 

b. D.ivertin!" such resources for unnecessflry military 
expendi ture onrl jntf~rvcntion in affairs ot' other free 
and inrleV-'ndr~nt notions. (Also see Ttcm No. 16). 

Brazil ~" :;pr:nrJipr', ab(Jut~ ~ .l~ percent ofi 1,5 GNF for 
defense. 1 n ] 'Ji'O Lll i:, was about $1. billion. This 
is n suhstantiol amount but not excessive in view of 
the speciol r1(~r(~n,,'~ burdens created by long borders 
(4,~oo miles const ond 8,100 miles of land frontier) 
and 1I vost. r.p'Jr'sely porulnted interior. Defense Agency 
budl3ets include expenrli turon of a non-military noture 
f'or slJch thin!~s os subsidie:3 to civ.ilion airlll'" " 
d vi 1 i In a i rp(,rt. cons truction, main to nance of flight 
control olld communi.cations and mail delivery to remote 
AreA['. ldentifiable items of this kind approach 10 
percent. (If' r}ef'enGe ngency budc;et::;. Brazi 1 is not 
j nterVf!11 i llI;i n Lhe Affalrs of other nations. 

(5.) Willi Ilr, to contri bute funds to the projt;!ct 
or pror~l'llm. 

;J~e tlle Financial Analyois :1Cl~tjon of the paper for 
rliscuG:1ion of Brazil's contrililltion. 

(6.) Makjn~ p.~onomic, social, and political 
reforms such aG tax collection improvements and 
changes in lAm] tenure arrangements, ond 
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making pro~rer;r; towo rd renpeet for the 
role of low, freedom of e xpre fl s i on and 
of the pl'es~;, nnd recognJzinr; the 
importance of' lnrlividlllll freedom, 
j n j t i fl t. i vr:, flnd pI' i vote (~n te rpr i se . 

Although pro/;I'cr;" !'m.lfll'rl n return to democrotie government 
still if, hindel'cd hy Lhe mililory's determjnation to halr:l 
on to TlevoluLionnl'y L(~/]dcl'"hip, fit.ate 1egislot.ure:clect;ed 
Govel'norn frum IJlTlon/-~ cl1l1didlJtes (Jj ther Gclccted or approve r1 
by the PrC';.irknt. Elc('Lions f()r the naLionfll Conr:.;rcnfl nnrl 
Senate W~I'(~ li(~ld ill rl()vr~mller af't~~r preliminflry r;crceni.ng 
proeoG;', r;o:l:;IJLion;., t,h'~ :;tl'ippinr~ of' polit,lelJl rj~htG for 
ten yeor" ,,]l1rl Lhp ril'inF', from government. ,joll:: or rJcpriv[.ti.on 
of clecb>d Clf'f'ir'C', r:Olltinu'] tlpol'arJically, All thl'! St.ate 
1eginlaLul'r:s Ilnv(~ l,e(~n reopenerl. membel'ship altered, of courr'le, 
by cass/)Lioll:l. l'l\1nic~pol !!l'!cLionr; continue to he 1.,·l.I!. In 
Oc tolx~ r 1"Y;'1 t ,II': F,·,j p l'nl Co nl~ I'C G ~ rr:' up': ncr] 11 etc I' 1111 v . I:; l)e~ tl 
closed by !'ul1~cr j')'(':;idcnf r;orltn 11 ~jilvo for Len months. At 
the GIJme time Lh(~ (:onfd~.lLllLi(ln wos mTIenderl, with Conr:l'esr,ionlll 
roti [lcot ion. t,f) :, Lrt~nl~ U jl]n till! Pru s irlcnt 'G powe ro . Al though 
censol'oh 1 p still ex i [,1;[; nnd new Inwrl precensoring for pOl'nop;raphy 
hove been i Gf:lled, El ('(~ d,/1 i 11 11.1t i tude j n thc press ond in cxpr'C!::inion 
is 0110;.;c(1 j nGot'l1l' 11!; t'undnrnentnl r~on(!eptG of the Tlevoluti on ore 
not cllOl1enr;cd nor arL!.(~le3 publislier] whjch lend support tu flub
versivcB. ()n tl\l~ other hl1nd, there haB been a srowJn{~ inc Lrlence 
of pulice intiTllidn1,iol! of' indivJrj1l'1l ,journolict3. 

'111.: JflBt f;j x mC))JLI!r, hove .>t:l~n continued ol.legl.1tionn of' hT'uLuo] 
tl'clltlllent, flnd LOl'1.11l'f!:; 01' [)(!cm,ed subvcrsivcB by GOB 8ccuri Ly 
off'icin1r;. 'I1)(~ r;(l!l eontin\J{~s to deny the Incidence oj' of'f'icJI111y 
fHl nc Li on(~(: tOl~tUl'f:. 

TI1C CiOn oPI)I!nl's convinecd thot pr.ivotc I;ntorp1'ioc with goV(~rlHTlr~llt 

osuistoncc will k~ep Uleeconomy r;rowing at the Game rApid rate 
of' the lar,L t.wo YCl1rG. Outnide the government there Js some 
concern exprcGoed at the ext~nt of U.~. Invcotment in ccrtoin 
sectoro flllti Il t tile amount of fore il~J1 ~rofi t remi ttonc(:. 



( 7.) Adhering to the principles of the 
Act of Bogota and Charter of 
Punta del Este. 

Brazil is adhering to these principleo. 

(8. ) Attempting to repatriate capital 
invested in oth~r countries by its 
own c ~ tizens. 

~TtI 
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Brazil's efforts to encourage investment, promote rapid economic 
growth and reduce the rate of inflation contribute to the 
return of capital invested in other countries by its citizens. 

(9.) otherwJoe responding to the vital 
economic, political, and social 
concerns of its people, and demon
stratinp, a clear determination to take 
effective self-help measures. 

Since nssuminR ~ower President Medici has voiced concern for 
the disequilibrium in standards of living among Braziliana 
of different regions nnd claaaes. The GOB has undertaken 
to build 600,000 houses for workers and is placing increased 
emphasis on atrengthening its educational system. It ha~ not 
yet embarked r,ignificantly on needed land reform. With most 
political power concentrated at the top, t;nere in political 
apathy on the part of the vast majority and the danger of 
continued isola.ted acts of tcrroric;m on the part of extreme
left elements. See also 6. Supra. 

B. Are above .::actors taken into account in 
the furnishing of the subject assistance? 

The above factor~ have been taken into account in recommending 
approval of this loan. 



Treatmenl; of U.S. Cithens 

Annex III 
Page 5 of 20 

2. FAA §, 620 (c). If' of)r;13tance 1s 

l;o r~over'nmenl;, is the government 
linble an dehtol' or un,:onrlitional 
guar'antor on ony debt to a U.S. 
citizen for I~ood[, or [lCrvices 
furll:ishcd or ()l'(kl''-~rI where (0) 
r,uch c i 1. i ?.f!ll 1111(; cxhnuntec1 
nVAilnbl(~ 1r~I~nl 1'1~TT1crli(~r; nne! 
(b) del)!. I n !lot. d(~nier] or 
contented lJY ,,\Jell 1·~uvernm(~nL·l 

Braz i 1 i~; 110 t 1\ I1cwn LCi l)(! no i nde bted. 

3 . F'AA ...... , , (;r\~ ( f .) (1). I J' • t r: [) ~~:; 1 n ;ance 
1" to /l I~O'!' ~ l'nDle II f.. Jill;; i t. 

(lnc1urlilW f.~tJV(~I·ll!rlr.nt. nl.~elICJf::~ or 
subclj vi-]ion,,) !.Okf~ll OilY I]C Uon 
whjch lllJfj Lhe eff'ert ur I1lltlonnl
izinrs, ('xpr(lprlnUn;~. or' oUwI'wise 
cejzinf~-UWnel'[;hip ur (~cJlltrol of 
property of' U.::;, cJt,jzen(' or 
entitie:; l)pnl~f'icifll1y owned by 
them without. t.lll\ing [;tepr; i;u 
djcchnrce 11.;; tlbl:l~nLioTw tcword 
cucll citizcn" or f!nLiUcG'1 

No such OCUUll hUrl been taken. 



~. FAA I 620 (0): Fishermen's Protective 
Act S 5. If country has seized, or 
imposed any penalty or sanction against, 
any U.S. fishing vessel on account of 

• its fishing activities in international 
waters. 

ANNEX III 
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No case of seizure, penalty or sanction against U.S. fishing vessel 
is known to exist. 

a. has any deduction required by 
Fishermen's Protective Act o~en made? 

Not opplicab Ie. 

b. has complEte denial of assistance 
been con5idered by A.loD. Administrator? 

Not applicable. 

Relations with U. S. Government and Other 
Nations 

5. FAA § 620 (d). If assistance is for 
~ny productive enterprise which will 
compete in the U.S. with U.S. enter
prise, is there nn agreement by the 
recipient country to prevent export 
to the U.S. of more that 20% of the 
enterprise's annual production during 
the life of the loan? 

Not applicable. 

6. FAA § 620 (j~. 1100 the country 
permitted, or failed to take 
adequate measures to prevent, the 
domage or destruction by mob action, 
of U.S. property? 

Brazil has not permitted such act •• 



7. FAA J 620 (1). If the country has 
failed to institute the investment 
guaranty program for the specific 
risKs of expropriation, in con
vertibility or confiscation, has the 
A.I.D. administration within the past 
year considered denying assistance to 
such government for this rellson? 

Brazil has actively instituted a guaranty program. 

8. FAA § 620 (q). Is the government of 
the recipient country in default on 
interest or principal of any A.IoD. 
loan to the country? 

No such default exists. 

9. FAA § 620 (t). Has the country 
severed diplomatic relations with 
U.S.? If so, have they been resumed 
and have new bilateral assistance 
agreements been negotiated and entered 
into since such resumption? 

Brazil has not severed relations with the U.S. 

10., FAA § 620 (u). What is the payment 
Btatus of the country's U.N. 
obligations? If the country is in 
arrears, were such arrearage taken 
into account by the A.I.D. Administrator 
in determining the current A.I.~. 
Operating Year Budget? 

Brazil is meeting its U.N. obligations. 

1.). FAA § 620 a ". Does recipient country 
furnish Bssis "aoce to Cuba or fail to 
take appropriate 9teps to prevent 

• 

shi ps or aircraft under its flag frem 
carrying cargoes t o or from Cuba? 

Brazjl does not furnish assistance to the present 
Government of Cuba. Brazil ha3 t~e ken a'ppropr late 
steps to prevent ship~ or aircraft under its 
registry from engeglng in any Cuban trade • 

ANNEX III 
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12. FAA § 620 (b). If Clssistllnce is to a 
government, has Secretary of State 
determined thllt il> is not controlled 
by the internlltiond Communist movement. 

ANNEX :n:r 
Page 8 of 20 

nle Secretary of State hils determined that Brazil is not controlled 
by the intC'rnationul communist movement. 

13. FAA S 620 (f). 1u reel pienL country 
a Communi ..,1; cOllnLry? 

No. 

]),. FAA § 620 (i). If> recipient country 
in any way involved in (n) 6ubversion 
of, or ntflttnry nr,grC'!'lRion against, the 
u.s. or llny country receiving U.S. 
nS9iRtllnCe, or (b) the planning of such 
6ubvcrAinn or nggrcsnion. 

15. FAA § 620 (n).. . 
DOCR recipi~nt country lurnish goods 
to North Vict-Nnrn or permit ships or 
aircr;lft 1I11<10r itt; flag to carry 
cllrgoct: to or from North Viet-Nam? 

nr;,;~i I d(,('~; lint t:rnffic or knowingly permit trafficking 
wit h ~: () r t h V i d· - N n m. 

1 ('. FA~J _(i:f~. _~ ~;2, ~{hn t percentnBc of 
C()1J1lt rv hIJl!?,f"t i~; for Tnilitllry 
eX!)!·.I': II \11f'~;? II()~I milch of forcign 
(' x ( 11 .I r:r~ , . r (. ~ () 1I r (" p (; :; '.1 e n t on m 1 ] 1 t n ry 
'-'fJll! \lrrll'll t 'r' !Io'n' mlle-h npent for. the 
pUrCh;l!ll.' 01 lloph1r.t1.cntcd wcapono 
sy9t~mA? (~onniderntion of these 
1'01nt:o 1.0 he coor,linntcd with 
pPch!ll!» • 
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Expenditures for military purposes nre about 18 percent of total 
central government or about 9 per~ent of total public sector 
expenditure6 including stlltes nnd municipal governments. 

BrllZ I l' ~ forei gn exchnnge d isbl'rsementa for mi litary equipment are 
projected to increase from $ 20 million in 1967 to $ 58 million in 1973. 
TI1enc expendituren would range from 1.19% of total imports (defined as 
good" pIli!; net nervlces) in 1967 to 1.85% in 1973 0 Brazil's foreign 
exchnnc(' rcnerv~s were at about $510 mi 11ion at the cnd of 1969. For 
nuollt 10 years (1935-1965) B'CllZil bOllght little military equipme"t. A 
reequipment nnd modernlzlltion program now underway to improve efficiency 
in the defenne entnbliGhment by replacing aged and obsolete equipment 
wi 11 Incre:l9c expend !tures for equipment, but lIill increas ... ov<:!rall 
militllry expenditllres only slightly • 

• CONDITIONS OI'_llJE LOAN 

Genern] SOlll'rl,If'!;!; ----.-----
1'(. FAA _L~)!),l __ .. ~l). 111~.)rmntion nnd 

cOllcll1!;! Oil on )'f'ol;()nnh I ('nO:19 tJl\d 
I een 1 it': ( lilld (' r I awn of country nnd 
UoS.) of !r'1r1l11i: (11,d rclf'l1cllng terms 

of tlll' ]1l.'lIo> 

111e trrt:ll; (I [ I h" proposed lonn llrc legal under both U. S. and 
BrQz1.llnn ];Jwn, lind nre conRiderc·d rellsonable. 



lB. FAA § 251 (h): §. 251 (c). 
Information and conclusion on 
activity's economic and tr~hnical 
Boundnens. If loan is not made pursuant 
to a multilateral plnn, and tho amount 
of the lonn exceeds $ 100,00, has country 
submitted to A.I.D, nn application for 
nuch fund9 together 'With nssurances to 
indicate that funds 'Will be used in on 
economically nnd technically sound 
mannero 

ANNEX 1.I1 
Page 10 of 20 

The project ill considered cconomicnlly nnd technicall, sound. Sf e 
Technical (Sectkn III) lind Financial Analysis (Section V) il. th1.! 
Pllper. '111e l-linfr.tC"r of l'll)nllinl~ nubmi.t1;~rl I) loan applicatton to 
urJ\If) nil :'r'l':"l:!i·(')' ;',i()'m (;,~c fu1l1ex TJ-J\). ASGU1'anCes have 
been J'l~I"'i'i,,,;j tlJ:J1J t.h,,' {'Ullds \,li11 be used 1n an eco
r}()PLLI';,IJ:; ::l1,i iycllllic:tJJy ~;ounCl manner'. 

19. FAA § 251 (b) •. 1nformnt'.('1 Dnd 
conclusIon on cllpncity of the 
country to repay the lonn, 
including rcnllonnblenrss of 
rcpllyn;('nt [,ror.peets. 

;jr.1ZU ir. cOl\n{d"H·d lIhle to rep!!y the proposed loan. nH! BNDE will 
rcquin' IIpproprlilt(' Bl!ilrnnteeli on all Dub-loans (Section V-B). 

20. F/I.,\ t.(~U,"J~'LJJJ~. PrIor to r.il;IlIl1~ 
of 10:11l \Ji J I ther!' be (il) l'nell1l'cring, 
f Ll1flllC Lll, ;!Illi otlier pI nne; lH'ce!l~'o:ry to 
cnrry (ll~t (:,1 ilf;:' t~;tilI1Ce nnd (b) a 
rCfll;ol1.1hiy finn P!Jtir'l.1tc of the cost to 
the p"~;. l,f (h,· 1I!;[;i!;tnncl'? 

(n) r:l'('I';:~:.lry j P(:illllco1l !lnt! ftllilllcl1l1 planning of the overall program 
h.1!1 I)('('n [<'1I1'1'I,·,,·d. TlcLnlcal plnnn for prototype mllrketo have been 
Pi"Cl:;ll'" i':('1' (di~;I::: i' b:hibH ~I), hOHC'ver, detailed engineering planA 
.. !l.ll \)1' I'P'1111ti'rl fill' ('nch m:lr\:r't. tllJdl1p, into conoiderlltion the 
rc'qll!n'iln'n!"; (,j I(\C:1) condltiunr;, pc-Lor to the gr~nting o( Bubwloanr. 
by lh' B:ilJI:. 

(b) A rr',1[,()llably fIrm cflt:i:nllte of the ..:ont of the activity ia prcflcnted 
in the rLlIlI1cf.lll nnnlyr.in (SECTION V). 



21. FAA § 611 (a) (2~. If further 
legislative action is required within 
recipient country, what is basis for 
reasonable expectation that such 
nction will be completed in time to 
permit orderly accomplishment of 
purposes of loan ? 

Additional legislation is not required. 

22... FAA S 611 (e). If loan is for capital 
assistance, and all U.S. assistance to 
project now exceeds $1 million, han 
Mission Director certified the country's 
capability effectively to maintain and 
utilize the project? 

Yes. See Director's Certification in Annex II. 

23 · FAA § 251 (b). Information and conclusion on 
availability of financing from other free-world 
sources, including private sources within the 
United States , 

ANNEX III 
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IERD, IDE and EXIMBANK have all expressed no interest in finanCing this 
project. Since concessional lending terms are required for the project, 
other sources are not known to existo See Summary and Rec~l11I1endations, 
Page 5. 

Lonn's Relationship to Achievement 
of Country and Regional Gools 

24. FM § 207: § 251 (a). Extent to 
Wllich assintanc e reflects appro-
priate emphasis on; (a) encouraging 
development of democratic economic, 
po litical, nnd soc ial institutions; 
(b) self-help in meeting the country's 
food needs ; (c) improving availability 
of trained manpower in the country; 
(d) programs designed to meet the 
country's health needs, or (e) other 
important areas of economic, political, 
and social development, including 
indus try; free labor uniono; cooperatives, 
and voluntary ogencicnj transportation 
and cOlTUllunicationo; planning nnd pubUc 
administration; urban development; and 
modernizllti.on of existing. laws. 
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(a) The assistance will significantly contribute to the establishment 
of modern, efficient and sanitary marketing facilities for agricultural 
products which should result in higher income for the producer and lower 
cost to the consumer. 

(b) nle project will stimulate self help in meeting the country's food 
needs by providing the individual farmer as well as rural cooperatives 
with a secure and regulated outlet for their products. 

(c) nlc nS9i~tancc, by providing up to $ 1,000,000 for training and 
technical assistancc, will decidedly improve the availability of 
trained manpower in North and Northeast Brazil (See SECTION III-C). 

(d) 111C markets established with this assistance will have the 
necessary refrigeration and sanitary facilities to provide fresher and 
safer productll for th e consumer. 

(e) TIle assistance will contribute to urban development through the 
cstablishment of new market facilities in the outskirts of the cities, 
thereby contributing to reducing congestion in the heart of the 
ci ties, SD well as assuring, through their storage facilities, an 
Unint rrup tcd supply of essential agricultural products to the city 
dweller. nle assistance will also help manpower the areaa' 
COli~lunication needs through improvement and expansion of the market 
ne\~9 serv i ce program (sec SECTION III-CTl). 

25 , FAA § 20~. Is project s\lscepti.ble of execution as 
part of regional project? I f so why ia project not 
so exccuteu? 

This is 0 regton"l project designed to meet the agricultural mnrkcting 
ne ds of orth nnd Northeas t Brazil. 

26 . FAA § 251 (bL-l~~ Information and conclusion on 
activity' s rcl<lt ionship to, and consistency with, other 
developm nt activ ities , and ita contribution to realizable 
long-range objectives. 

TIl is act ivity hn 0 basic Bisnificnnce for all Borrower's development 
activiti B, nnd wIll ploy nn es~entinl part in the rnallzation of 
long -rang objectives in the agricultural marketing area. 

'?'7. FM § 251 (b) (7). Information Dnd conc1u fJ ion of 
wh ther or not the 3ctivity to be finnnced will 
contribute to the achievement of self-sustoining 
growth. 

The nctivHy wiJ I provide Brazil with a system to provide financing for 
oolf- us tnning rat ional food distribution system and eliminat e certain 
bottlenecks in agricultural marketing. 



28. FAA S 281 (a). Describe extent 
to which the loan will contribute 
to the objective of assuring 
maximum participation in the task 
of economic development on the port 
of the people of the country, 
throu~l the encouragement of 
democratic, private, and local 
governmental institutions. 
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TIle ~lolesale markets are administered publicly, however, the 
benefits go entirely to the private sector, i.e., farmers, 
\ ~olesalers nnd retailers. 

29. FAA § 281 (b). Describe 'extent to 
which program recognizes the par
ticular needs, deSires, and capacities 
of the people of the country; uti Uzes 
the country's intellectual resources 
to encourage institutional development; 
and suppor ts civic education and 
training in skills r equired for 
effective participation in Bovern
mental and political processes 
essential to self-government. 

The loan program repres ents a response to a high priority problem 
in the cities. of North and Northeast Brazil. The program is designed to 
elicit D maximum of local participation and provides a learning 
experience in fi.n.1nc ine Bnd operating a municipal wholesale markets 
on a self-C UI port ing basis. 

30. FAIl § 60 1 (0). Information and 
concJus 1.ons \"hether loan will 
encourage efforts of the country 
to: (a ) increase th e flow of 
in te rnat iona l trade~ (b) foster 
priva te initia tive and competition; 
(c) encourage development and une 
of cooperatives, credit unionD, and 
snvings and lonn associations; (d) 
dis courage monopo list ic practices; 
(e) improve technical efficiency of 
industry, agriculture, and 
commerce ; and (f) otrengthcn free 
labor unionD. 

~,... b y 
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(a) Indirectly; dollars made available under 
used in Brazil's international trade. 

(b) priv~tc firms will bo used for both construc~1on Dnd 
enginecring on sub-projects. 

(c) The loan will stimulate the development of Cooperatives 

(d) The loan will ~educe the chances for monopolistic 
practices by middlemen. 

(e) TIle loan will contribute to improvement of technical efficiency 
in agriculture. 

(f) Not Applicnb l c o 

31. FAA § 619. If assist nee is 
for newly indcpendent countr.y; 
is it furnished through 
multilateral organizations or 
plans to thc maximum extent 
(:lppropriate? 

Not Applicable. 

"32. FilA § 251 (h). Informlltion and 
conclusion on wllether the 
activity is consistent with the 
findings lind recommendations of 
the Inter-Americlln Committee for 
the Alliance for Progress in its 
annual rev ew of national develop
ment activities. 

TIle loan is consistent 'dth the findings 'Bnd recommendations of the 
Inter-Ameri can Committee for the Alliance for Progress in its 
lat est annual review. TIle Northeast marketing loan will help 
Brazil to meet its gonls for improving the mnrket;ing system 
for agricultural producto which will benefit the farmer as well ao 
the urban population. (See CIAP/377 pages 126 to 142, Agricultural 
Policy , especially Item 4, CommercinlizaUion). 



33. FAA § 251 (g). Information and 
conclusion on usc of loan to 
assist in promotine the coop
erative movement in Latin Amcricll. 
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111e 10:1rl will indirectly benefit the cooperative movement in 
Bra;>;!l <IS marketine cooperatives will be given incentives for 
u9ing the markets o 

34. FAA § 209j § 251 (b) (8). 
Infornllltion ,1nd conclusion 
whether !lG5istc1nce will 
encourage ref,ionnl development 
progrlllllG, and contribute to the 
economic an~ political 
int£'grnLion oj L:Jtin America. 

Not IIpplic,1blC'. 

Loan' I; Eff~'!:.L.._~~.~~~.~.':..~:c.!. A. I. ~!. 
Program 

35. FAA § _~_~_! __ 0!.Lj~!lLj~. 
Inforlll:ltiol1 :mel conclu!'.ion on 
pOf,r.:i.lJie (~ffect of loun on 
00 S., ('l:ont'; ':;, ·.d ~-h r.pcc I.n1 
reference Lo c1r~n~ of Gub
stnllti:Jl Llbnr Gurplur., nnd 
C:l(tcnt: t(l \:11 ich U.s. commodities 
andl:;:;!::!.::IH c' ;n:r- hll:nJ.nhcd in 
,1 111,]11111.'1: c()n·;:!.~;t:cnl Hith improv
ing til(' lit. ~;. j);]l.'ll1cC of pnymcnta 
pod.::-;'or1., 

Tid.!; Lp:ill '.'111 h.1Vl! IlO unfavorable impact on the U.S. economy. 

36. FAil ~i (;ll( (b;, 111[orllwtion and 
~~·l~·i·;·'~~~-;;~··Lll": the 10.111 ",Ul 
C'nCl.1lil ;q~'.~ 1;,. ,'." 1)1" Ivnl:e tr.1dc and 
j!l"(~~;tlll"l1:: "L,'";,,I :tnt! !l0\,,' it tv!11 
e!1r:nIP:;~I;" !'l ;".il{:(' 11.:>_ p:ll:Ll.ci
patl.on i~'1 f,.,(cir~1I ;J[;!;i,:.tallc(' 

pn'!.'.I:!.I111[; UII'.:lt1dillt~ UliC of private 
trade ch:tI\Jll'] G lind the !lC't'ViCC6 
of U,. S. prL\li\t:e cnterprif,c). 

0011[11'0 lO)qwnclcd under th I.n loan to purchase local currency 
arc expC'cted to retllrn in large part to the U.S. in payment 
for IJ. ~;" f'::port:n to Bra7-i L 



37. FAA §. 601 (d). If a capital 
.project, are engineering and 
professional services of U.S. 
firms and their affiliates 
used to the maximum extent 
consistent with the national 
interest? 

:ANNEX II[ 
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U.S. engineering firms will not be needed for the project. Brazilian 
firms are available, competent and cheaper for the sub-projects to be 
financed under the loan. 

38. FAA §. 602. Information and 
conclusion whether U.S. small 
business will participate 
equitably in the furnishing of 
goods and services financed by 
the lean. 

U.S. business .Till be given an opportunity to participate 1n the 
bidding for connnunj.cations equipment and to offer proposals for 
the technical assistance and training through A.I.D. sma.U 
business procedures. 

39. FAA §. 620 (11 ) . Will the loan 
promote or assist the foreign 
aid projects or activities of 
the Communist-Bloc countries? 

No. 

40. FAA §. 621. If techni cal assistance 
is financed by the loan, information 
and conclusion whether such assistance 
will be furnished to the fullest extent 
practicable as goods and professional 
and other services from pri vate enterprise 
on a contract \)0,8i6 . If the facilit ies 
of other Federo.l agendes will be 
utilized, ini'onnation and conclusion on 
whether they are particularly suitable, 
are not compe l;itive with private enter
prise, and can be lllude available without 
undue interferen.ce with domestic programs. 

Technical Gsistance for the project is e"cpected to be furnished by 
either the U.S. pri~ te sector or the U.S. Department of Agriculture 
when mO.re a.ppropriate . 

."' .... 



41. FAA §. 252 (a). Total amount of money 
under loan which is going directly to 
private enterprise, is going to inter
mediate credit institutions or other 
bor~owcrG for use by privnte enter
prise, is bcing used to finance imports 
from private sources, or is otherwise 
beine used to finance procurements 
from private sources. 
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The entire runount of local currency obtained for the loan is 
eXI~CGed to be consumed by the private sector of Brazil, 
pursuant to contracts let by municipalities receiving loan 
funtie; from the intermediate credit institution. 

Loan' G ComplLlllce .lith ::Jpecific Hequirements 

1'2. FAA §. ;~Ol (d). In interest rate of loan 
------~--llt lenst 2)J per annum during Brace period 
and at lells t. 51, per annum thereafter? 

Yct.;. 

h3. FAA §. bOll (0.). Inl'ormo.tion on measures 
to be tn.l';:!.!nto utD.izc U.S. Government 
excess personal property in lieu of the 
procurement I)f' l1e '·/ :tterns. 

1,1,. FAA r,. IIC)i, (n) Will all 
____ ._"_ ••• __ 4 __ • ___ •• ,.-..Jj 

COlnmo'U. ty procurcment finunccrl under the 
loan h'? frolll lJ. S. except us otherwise 
(letcr!llinc(\ h:r the President? 

Ycr;, 

:,). F/if\ §. 1:' C)), (lJ). Hhnt provi!.;ion io made 
·CoI)re·v(~;it-i·lnnIlcine connnodi ty procurement 
in buJJc at pd.cCG hieher than adjusted U.S. 
m(lrke t price? 

)Iot nppllcuble. 



46. FAA §. 604 (d). If the host country 
discriminates against U.S. marine insurance 
companies, will loan agreement require that 
marine insurance be p1nced in the U.S. on 
commodities financed by the loan? 

Ye s . 

47. FAA §. 6 (e). If Off-shore procurement of 
us ricu.ltul'al connnodity or produc'/i is to be 
financed, is there provision against such 
procurement when the domestic price of such 
commodit y is l es s than purity? 

Not applicable. 

48. l~ §. 611 (b) ; App . §. 101 . If loan finances 
water or water-related land r esource construction 
project or program, is there a benefit-cost 
computation made, insofar as practicable, in 
accordance wIth t he procedures set forth in the 
memorandum 0 the President dated May 15, 19621 

Not applicable. 

49 . FAA § . 6J.l (c ~ . If contracts for construction are 
t o be financed what provision wil l be lnade that 
they be let on a competitive basis to maximum 
extent practicable? 

Braz:Uiull 1a\l so requires. 

50 . FAA §. 620 (c). \'Iha. t provIsion io t here against use 
of su5jcct unsi t>nnce to compensa te owners for 
expropriated or nlltiorn\lized property? 

The Joan greement will not pcrm;t.t sllch use. 

51. FAA § . 6.l2 (b); §. 6,36 (h). Descr ibe steps taken 
to assure 1ihut, to t he lilaximum extent possible, 
thp. country 10 contri buti ng locnl currencies to 
meet the coat of cont ractual and other services, 
and foreign currenc1.es owned by the U.S. are 
utilb ;ed t o meet the coot of contractual and 
other ncrvicea . 

.,. , 
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For a discussion of the Brazilian contribution see Section 'g-A. 
No excess foreign currency is available AS it has been programmed' 
for complementary activities. 

52. ~PP. § 104. Will 8111 loon fund be uoed 
to pay pl'nsions for uilitary pers o'nne 1. , 

No~ 

53· App. § 106 . If loan is for capital project, 
is there provision fa:. .1.0. approval of all 
contractors and contLbc t term~? 

GENAD and BNDE will approve the subloan, the engineering and 
construct ion contracts on behalf of Aol.D. because $ 14 million 
of t his is a lonn to an i ntermediate credit institution. A.I.D. 
w1.ll approve n 6tondard contract and procedures and criteria 
for cont racto r sele~tion. For the technical assistance portion 
of th e Loon A Io D. wHl approve each individual contract. 

5L~: Apr. § 108. Hill any loan funds be used to pay 
U.N. assessments? 

No. 

55 · App. § J09. Compliance with r eguilltiono 
on employment of U.S. cnd local personnel 
f or f und s obliga ted after Ap il 30, 1961. 
(Regulation 7). 

No t Applicllblc . 

56 . FAA j 636 ( !l~ Will any loan funds be used 
to Jinonce purchase, l ong-te rm tClllle, or 
exchange of motor \lehicle manufactured 
outside ~he United States, or llny guaranty 
of such a tra nsaction? 

No . 



57. App. §. 401. Will any loan funds 
be uoed for publicity or propaganda 
purposes within U.S. not authorized 
by the Congress? 

No. 

58, FAA §. 620 (k). If construction of 
productive enterprise, will aggregate 
value of 80siatance to be furnished 
by U.S. exceed $100 million? 

No. 

59. FAA §. 612 (u). Docs the U.S. own 
excess foreign currency and, if so, 
what arrungements huve been mucie for 
its :clease? 

No. 

60. MMA §. 901. b. Compliance .... Ii th require
ment that at lcnGt 50 per centum of the 
gross tOllnaF~e of cornrnoditics (computed 
scpoT31,ely for dry t'u.Lk C'o.rl':i.el'l;, dry 
carro liur;n;, lind. LanJ{el'fi) rlnClnccd 
witll fund:; mtldf~ availnble ullder this 
loan ::;hnlJ. he trunsportcd on fJri vntely 
OYlllcd U.;~. j lllr~ comrncrc:\.n.l vo s ::;clo to 
the cxtent thnt such vesscl~ nrc 
availab.Le I.\L ['lllr nnd. rCllsor:n.ble rates. 
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Thi::; req\lh·~l\lent. \liJ~ be compIled Hith in the loan agreement. 
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Hhi'le there are nl) iddely agreed upon or universally applicable 
cri t eria. for evaluating a country's allocation of resources, 
one C1U1 judge proper alloca.tion by its results in gro~·rth, stab:i.
li7.ation, anel distribution of \·le1fa.re. In these tems, Brazil's 
past recql'cl and stated fut ure intent ions are encouraging. 

In many important respects Brazil's recent economic record has 
bcen excellent. The ero,,·,th of GDP recovered in 1966 a.nd 1967 
from the economic crisis of the early 60' s, i'lhen grmrth dipped 
belml 2':~. o.nel pc r co.pit a Gnp actually declined. The 1966/67 
expa.!1s ion Ha::; lo.l'[,;cly D. rc :mlt of thc reform policies of thc 
r evolutiona ry government and a ccclerated in 1962 and 1969, vlhen 
GDP grev.' at an estimated 8-g,~ r a te. Exports hnve risen very 
r a pidly s " nee .),964., especia lly during the past tV/o years whe ll 
the GOB' G ne'll syr.;tem of m:ini - ck·va.l uat ions of the cru7.eiro enabled 
Bro.;:.iJ, t o benefit greatly from the boom in \·nrlcl. trade . The rat e 
o f inflation, a lthough still high, ,·ms reduced sharply in the 
pcriod 19611-67 f rom a forme r peak of over 8Cf::., anel further gradual 
progr ess has becn achieved. t hc last two years as the relative 
Height of prior ity i n n .ti onal e conom i c policy has shifted from 
sta.l;Jili za.tion bo.d;: t o gro··rth. The Bovernment deficit has been 
graclt'.1:'.l l y but decisively rcc1.uced from A. very inflationa.ry level 
to only a.bout 0 .5('; of GDP. 

E'edc r nJ. t Fl.}; rece ipt; s g r::!';1 from 7. 8~; of G.lF in 1961 to l Cf .. ~ in 
1969. Recent ly an I11\F ~tucly rankecl Br.::tdl fir st i n tvx effo rt 
among .tlle clevcloping countries . 'l'he overall t ax rate in Bra.z:i.l 
i.s a very high 2):' of GHP. 

A syst em of fi scal incentives 
for pri vatc: investment i n specia 
agro - ind tstry has b en remo.rl<abJ.y 
promot'inc; i nJu strinl expansion in 

for r ebating inc me t a.x r ec eipts 
areas or sectors inc1uc' ing 
SlJ ccc8Gfu1 p.::trticul ar ly in 
thc poor Hortheast. 

-- 'I'ot a l savine;~ Dna invcs t ment have r ecovered from 0. 10\'1 of 
11,. 2', ;) of GHI) i n 1963 to 16. 8~ ;1 in 1969. 

I\n import ant quc::;tion is ~'Ihether the re ellt econom~c grm'rth ha.s 
resulted in increa.sed Helfa.re f or the averae;e Brazilian. I\t 
least for the non-agricultural 1-Iork force this appears to be the 
case. During the 1960's, although the official real minimum "'age 
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declined, tiVeragc earnings increased. Of the non-agricultural 
work force, "l" rkers ,,,ho earned less than half' the minimum 
ua.ge dropped from 3(:~ to 2::!;~ of the "Tork force and those 
carnine at or above the min:i.mum "'age increased from 1~5% to 
5~o of the ,.,.ork force. Furthermore, the non-aBriculture 
work-force greVl at close to 5:~ a year. 

Thusl, the internal a.llocation of resources has been high enough 
and sufficiently effective to promote overall rapid economic 
grovrth and e, someHhat better distribution of income. The GOB's 
stated priority for ed.ucation, health and agriculture has been 
generally Hell reflectc'd in resource allocations and policy 
measures affectinB those scctors, which also are AID's priori
ties. 

-- The agricultural sector has benefited from a wide number of 
proeram cnc uragine moclerni zation. Recently tax i.ncentives 
have be 'n cr eate to promote investment. Exemptions trom 
the vD,lue- arJ.rlerl tax hDve em Ll previous disincentivl;'; to usc 
mod ern j nput am to f, . n in the export market. Government 
spendi ng on ae;1'i UltUTC 15 0. less sianifica.nt indicator but 
it also i ncr o'Ef ccl 31~f from 1961 t o 1969. 

Public expcncUturec on e u('at ion j umped ll~ a year dllrine the 
1960' s . The Govermnent plans for e, continued rapid increase 
anel ultimately the attainm nt of mi versal primary education. 
Fr om 1966 t o J.970, en r o] enl>s increa sen at the annual r ate 
of 6~ ; at the prim/try level nnd l tl70 at the seconclary leveL 
Educational opp Tt mi ,j.e aT Tapi.clly vrioening for thE'! ave:r~ee 

'Urban and ~;mo,ll tm· n nra.i .ian. 

Public "'pcncHn, in health o.nd sanitation gre')1 at ~lose t o l(f/~ 
a year j.n thc 1960' 'lith major . mphas is on campaigns Etgo.inst 
ma l a.ria, tuberculo is and other pecific cl.ebilitatinB diseas es. 

'Ihe (',rOvcrnmenL of Rr azil hf f> "ai el its goal!) f or the carly 
197~ ' s viiI] be a n in r ,S j 11 Glrr bct',."cen 7% and Cf!o per year. 
The mo.jor emphasis i n the pub) i.c sector 'llill' continue to be 
on expancl :ing educationa l am] health ervi.ces. vlithtn a macro
ecollomi.c policy from \'la rk aimed at nrpitl grm,rth, continued 
gr adual reduct ion in the rrLte of inflation, Dnd a continued 
r apid rise in exports, th GOD 's private sector development 
priorit ies ",Ul continue to feature the modernization of 
agriculture . 

,. ~ •• -.-._ •••• _ •• l • .. ... . 10.__-..--· ...... . . 

( ) 



ATJJ/W AUTHORIZATION OF IRR 

ANNEX V, 1 ot 65 
Exhibit A, 1 ot 1 

CAEC Review held December 10 and IRR approved subject following: 

A. Loan Paper analysis should explain relationship between ¥hole
nale markets and supqrmarkets, may they be considered severable, 
or arc thcy interdependent? If interdependent, what is extent 
and nature of interdependence? Alc;o if interdepcndent +,here 
nhwld be allocation of funds for cach fJegmcnt, with limited 
authority to trans[,~r from one segment to another. 

B. SpeCifically identify Brazilian source of funds. 

C. Evaluatc unemplo;';'ll1cnt effect of supermarket financing, caref'Ullr 
conSidering economic, social and political problems. 

D. AID/W expecto Lonn Paper to have detailed analysis technical 
assistance reqUirements. 

E. To what extent will repayment on Bublonns be relent again tor 
Same purpose? How \ftll repayrncntn be used? 

Rogers 



STHATEGIC DEVELOPMENT PI..AN (EXCERPrS) ANNEX V 

~iifIDI9{ 6, 
MODERNIZATION OF THE MhRKETING STRUCTURE 

Pflge 1 of 4-

The formulation at this pollcy hRR for itA objecttvo to de
termine the gonl~, directives nnd norms ot operations to be 
adopted by the Federal Govcrnme~t for the modernization of 
the agricultural marketing systcm which constitutes tho koy 
Btone of dcvelnpment in the agricultural sector. 

The modernization of the system depends on the planning and 
implemontation of four baRic actions: 

a) The illBt:11lntlon of large wholesale marketing centera 
in the principal cities, that is, with more than 500.000 inhab
itants; 

b) The installation of smaller terminal markets in the 
urban centers of more than 100.000 inhabitants but less than 
500.000; 

c) The inolnl1ntion of regional assembly markets in the 
principal interior convergonce centers where production is con
centrated; 

d) Fiscal nnd financial incentiveu for the installation of 
spccinliz-cd induGtr}eEl which would process, prepare, nnd pre
packnge animal 0~igln products and food in general. 

In thl!1 stal~C f).t;.i:i1:~ pJanntnr; other smnller centers at the 
state Rrld local administrative level were not considered, that 
iB, In communltJcs wii.h less than 100.000 inhabitnnts. 

The market Ilccc[-~sJU.\:~; Nhleb ccntrali;:-;e distribution, nre felt 
nt the levc1 cd Lhe;,c :~I1:~11cl' urban center!"!, however, these 
markets have tll8 typical charnctcriBtiCB of mixed markets 
when: the prc~~,:: nee of t h-' producer is frequent, tho. t is, the 
produc(Jr selJ.G lJ1~; T)rodoction directly to the consumer. The 
urbnn areas in th~~c ccntcrH do not Justify the installation 
of more cornplr:7. and nrnrlc orr,ani:t.lltional units whose invest
ment exceed t\lC.OnnncJ.al (".;lpacit~' of the vost majority of the 
locnl alld r;r.atf; nrJmlnjfJtratJoll~~. 

A) LarL~c Wlio 1 er;a Ie CcntCl'r; - ._-_ .... __ ._--_. -----.-
As urhan incOine :rJ.SCG the domand for food docs not rise 

in proportion, but on the other hand morc diverse products 
nre demanded, botter quality nnd presontation becomo importADt 
and larger food outlets are necessary. The larger volumes 
of perishable food requir~ facilities cspecificnlly designed 

http:necevs.tt
http:inuctr.es
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for the commerce of t.heRe products, facilities that insure 
the preservation of quality nnd high productivity in tho 
hnndlin~ of tllis type of products. Substancial reduction 
in CO!lt can be achieved to the extent that these facilities 
aro dCRignod to tRlco Rccount of the volumo of morchandise, 
the number 01 whol':sn lers, the necessities of handling and 
stornRe, the traffic patterns un~ means of ~ransportation 
and n we 11 nrticu In teu nystmn of marlceting informn tion. 
Other important re:,ul tfi frol11 these investments arc better 
quality products lln~ a more rapid flow and consequently less 
spoi la~e. 1\ t the ~,ame tj me the reta! lers profit from this 
cost reductiop; Pond thcf)e benefits aro also transferred in 
part to the consumer. 

The calculation of the dirnpnf;ion of thesn wholesale 
market.s dcm:lnds careful consideration, since the rapid growth 
of the lnrr,e citic~, reqllires an increasing volume of produce. 
The deprecintion of the 111'/c~~Lmcnt must be con~iderect over 
the lon~ run in Ol'df~r that thin amortization wi11 nl10w a 
fnvorable ulllnnce of 1':11 n[ ... 

These who] c!.;a I {~ P1;IJh:~ t~~ mtls t he desi gned for tho long run 
and take fl.ccollnt 0;' the i.lItur"~ f'.rowth 1n urban population and 
chnn~e5 in con::iUntl".' ;111~J1t;;, i.e. as income increases demand 
for fruit ~HI ver~et;\1J1\: will g::'ow faster than demand for 
cerea 1!:; • There fore; hl-~riCI't h oS tud ieB arc necessary in order 
t ha t t Iw[-;(! i nv('~; ·!.n:(-r; t:,; do no t become obsolete tefore the end 
of their amorth:at1.o:1 fJf'rlod. Accordln~ to criterion previous
ly eci:nblif;hed the l;,l]pwlng l.ll'ban centors will have prlority 
for the installati(Hl. (!;~ran!Jlol1 or modernization of thoBe 
already exiBtin~: 

). (j)'anclc Sao Paulo 

2. G!-;lTIUO n:l.o de Janeiro 

3. Hcr:lfc 

4. fl(!'u llo.r1:z.ontc 

5. SCll'n~dor 

1. 1'\)1' tnl c."a 

H. Belen! 

B) Sma !L2VJ2£.l~_f; ~.L~_ !'_:l r J5 e t r-; 

The small wholesalo marketn have tho same function as 
lnrgo markets, being different only thoir degr~e of import~nce 
and size in the dotorminntion of investment priorities. 

http:vef.t;h.le
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Small wholesale markets are designed for cities which 
have more than 100.000 and less thaD inhabitants, a~cordiDI 
to the 1960 census. Tbese investments will have a lesser 
federal participation and greater participation b, local 
government. 

Table 96 lists the centere nccording to population in 
the 1960 cehSUB. 

TABLE 96 

UrbaD centers with more than 100 thousand inbabitants 
per small wholesale markets 

CITIES 

Natal 
Mannus 
Mnceio 

Joao Pessoa 

Sao Luis 
Arncnju 
Tcrezinu 

Populntion 

154 271; 

154 040 

153 305 

135 820 

124 606 

112 516 

]00 006 

County 
Population 

162 537 

175 343 

170 131 

155 117 

159 628 

115 713 

J.44 799 

._-----

Charac
teristics 

T 
T 
T 

T 

T 
T 
T 

Average 
annual 

growth 
rate 

5,1 

4,8 

3,4 

2,8 

4,3 

3,9 

3,8 

The Gmall WhO]C::Hl]C markots should be designed with a 
dual purpose, that 1s, to nttend locnl consumption needs and 
to expedite shipping to other centers. 

The resources ncc~~';~ia:ry for the installation of these 
mnrkets i8 calculated by the cnpital coefficient of NCr$120 
per Bq~are meter of land area (at IDG8 pricCR) nnd the ¥AO 
coefficicnt of 100 square meters for each thousand inhabitants, 
It is evident that the volumo of work and tho differing dogreoa 
of needs among the various cities roquires a long run program. 

C) .B£gionnl Am:;cmbly ~'nrkets 

Assembly markets will be installed in tbe principal market
ing centers in the interior wbich are located close to the areas 
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of production. Tnkinr, into nccount that in the first phase 
these assembly markets will function mostly as distribution 
centers for cerc~ls nnd dry goods installntion cost will 
not be very high. 

In order to implement these investments studies nnd re
search projects on the pecuUnri ties of these principal in
terior marketing CCllters nrc ne~csBnry. These studies should 
take into account the problems ~f implementation of each pro
ject, the regulation of operations and the institutionaliz
ation of theso markctn. 

The marketinr, of the principal agricultural products pre
sents special characteriGtic8 according to the productive 
considered and thc region in question. - PennutA, for example, 
nrc in gener'i.l sold by the producers directly to the edible 
oil :lr~lustry. Another small part of peanut production goes 
to cons~mption by normal commercial channels, and a type 
specially f>elected by h:-lnd in exported. Whent is sold on
tirely to the Danl, of Dra7.! 1. Soyheang nre sold directly 
to tile edible oJl jlldllstricR and cxportcrR. 

nice, corn and beHns have sev02ral marketing characteristics 
j n common. ne giona 1 m;, rlw ti nr~ pa t terns are d~termined by the 
f1 ow of these prodllc t!~ to ne:uby ce n tel's where '1 n the first 
phase laq;c lot!; of the' rc,~ionaJ production are nssembled. 
These interior conv~rgcnce c~nters may not be the most import-
n n t Ioea 1. urhan cen tel', lm t nevertheless are charncteristic
ally n commercial r:cr,ter wlH'l'e a lnn~e volume of a particular 
crop i8 a~~rc~ated, at times even coming f~om some other region
al pro fhlCtlon ar('ar.. The m:1rlwtin/; and distrihution patterns 
of tlIJ:cc crop;:;, ri.C", corn and beans, nre in general not sa
tisfactory, !mfferin:; nUITWTOl\:l ineffic:ienctes nnd a lack of 
il1t('r~rat:J.on among LIl" v~riolls re/{ionaJ markets. 

Tile institutionali?'.;ation of arisembly marlwts will thus 
attend to local l1f'cds :llld offer special services to the rural 
lJuslnc~j;; in tllc::;e lIl;l.rJ~(:tilll~ ccnter;L The choice of the exact 
10catio11 of tile invr:;bl'.:nt will ':\I:1rant~e minimum rate of 
mainten;ll1eC costs which in turn wl11 n!~~;ure !3atisfactory 
return for th~ services l·endercd. 

The processin~ and packnf~inl~ fiervlccr; to be rendered by 
these assembly markets l1Dve not previously existed, and sisni
ficant economics of scnle cau be acllicved by offering these 
services to a large number of producers and commercial agents. 



AREA A:'JD ~.!ARKE:T COST ESTn.fATE (USS) maBIr c 
(USS 1, DC = 1':Cr$ 4,40) 

LARGE CEXTERS T'I"::';:: A S~-lALL CE:'-:TSR 
,Unit i _ ' pre .• sq m~s :Cost: 1 at;].l Cost 

: I u" I 

! A. • nit i l' 1 C t I . rca sq r."1.s I Co-- ,ota os I 
'" 

Horticulture i 
1--

i-------r I I I 
4 •• :-r,;-T,6Z. 97: I I I I 

Farm Products 30 i 16.500 ! 'i33, 135 I 2G , 6.380 57 360,453 I 29 ", 
I I I :J I j I I I I 

I --r- -

476,070 1 Cereals and I j ! 60 I I I , I I 
Dry Goods 

40 22. 000 
j 

1,321,6&1 3& I 7.920 60 I 16 5.760 i 60 345, 037 
I I I I I • 

I 
, I I I ! 68 I 

I 

I 
Anirrv..l Origir: 

10 5.500 I 68 
I 37-1. 055 2.200 149,622 

I 
1.600 63 10 10 I 108,816 Products 

I I I I 
I 

I I I I 5.50C~ I 
Admi!1istration 

;1 I Services and '20 ! I. 000 , 82 

I 
897,732 i 25 

I 
448,866 25 4. 000 82 326,448 

Trade j I I 

I I ! J 00 ! 
11,435.011 

I 
SUM 1 100 55. 000 64 3,528.5:;6 I 22. 000 65 100 16.000 I 65 1, 043,273 

Preparation of 
I I I :'and and 165. 000 7 1, 122.165 66. 000 7 448,866 48. 000 7 326,448 

Pavement 
-

SUM 2 56 4,650,751 56 1. 883, 877 56 1. 369, 721 

I 
La.nd: Cost an 

10 220.000 827,455 10 88.000 335,516 10 64.000 244,383 earth-filling I I i 
Equipment and 

r IS 1,489,419 I 18 603,022 18 439,798 Installations 
-

Miscellaneous-
Expenses 16 1,323,928 16 537,279 16 I 385.390 

-

T 0 T A L 100 8,291,553 100 ( 359,694 100 , I 2,443,826 

. I 
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Creates the Executive Group for the Modernization ot the Food SupplJ B7st~m 
and other requirements. 

The Prcsident of the Republic, uning his power in conformity with Art. 81, 
item III nnd V, of the Conotitution, 

CONSIDERING the neceBaity to accelerate the executIve meaoure8 to moderni~e 
the food aupply oy-atem in !:.he prineipn.l urban cent/err, in accordance with. 
the pr lor lty catnbliDhcd by GovcrnmQnto.l. ProgrlLJllj 

CON3IDERING the neceoaity to adequately coordlnl ,e the construction program 
of Wholcnnlc Centero and Terminal Markets Program in the principal demographio 
concentrn tions; . 
CON31DEIUNG the neccooity to otudy the complementary mean" ot executing tbill 
progrnm, in regard to the work of grading and clasBlfication, of market 
informntion nnd the financial otimulus tor the installation ot supermarket. 
and oyotcmn of oclf-aerviee stores; 

"'ON3IDERING the ncceaslty to ntudy the financial rCBourceo to lIupport tho 
,')clernizntion of the food oupp.1.y oyatem, from internal and extern.o.l origin) 

COH~HDERlNG the necc.'l::J1ty to coordinate the pnrticipntion ot the states and 
)'1unicipnliticCJ in the execut.ion of the prol!,rrun, decreeD: 

fl.rt., 1 ~ ercn ten the Modcrni7ll.tion of the Food Supply Syotem Group, with the 
pnrponc to otudy, propane anv when in ita competencc, adopt nll nrrangements 
neccnt;f.lr'y to :l.mplcment the program of cODatruction of the Wholesale centers 
and Tcrminn.l MIlrkcto, and tnke other meaoures neCCBSb.:t'y' to modernize the'food 
Gupply GY!ltemo 

Art;.., 29 Thc Executive Group, :referred to in Art. 19, will bo presided by the 
MJniotcr of Agriculture nnd will have 0.0 mcmbcrn a representative from the 
MlniotricG of Agriculture, Fil~ncc, Induntry and Commerce, and Planning,tthe 
latter acting as the Exccutive Secretary, an well as the National Confederation 
of Comrnercco 
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§l' TechniclBno trom other administratlYe sectors d1rectl1 or 
indirectly connected with the prosram w111 participate 1D 
the work or the Executive Group, when called. 

§29 The Group will une admlnistratbe and technical suoport 
trOll tederal orsanl linked to tood supply. 

Art. ,9 The reprosentativeo or the varioUl orSBns wID be indicated'to 
tho Ministry at Agriculture within ono week Brter the publication ot the 
present Decree. 

Art. 49 The preoent Decree w111 be in full torce and eftect on the elate 
at it. publication, all dispositions to the contra17 rewed. 

BrBoilia, November 26, 1969 
l~9 ot Independence and 8lt ot Republia 

Signed 

Emilio G. Medici 
Antonio Deltlm Netto 
1. F. Cune Lima 
Fabio Riod! Yalluda 
Joao Paulo dOl Reil Vellolo 



OFFICE OF '11lE MINISTER 

Decree of JanWt.ry 13, 1970 

The Minister or Agriculturo, in the use ot his power, 

ANNEX V, Page 9 of 65 
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CON3IDERING the neccosit~ to accolerate the establishment ot Wholesale 
Ccnte'rs and Terminal Mtlrketo, in accordllnce with the basic recOlllZllendatloaa 
of Uia Excellency the Pres ident of tho Republio; 

CONSIDERING that the Brazilian Food Supply Company - COBAL - in the te~ 
of its' otntutca (item~. V and VI, Art. 59) is charged with the task ot 
ottmulating the construction of thoso installations necessary tor the 
improvement of thc national food aupply system, and having the right to 
participnte in tho respective capitalization, resolvea: 

N9 12 - Cha.rgea Dr. Rubeno JOD~ de Cnstro Albuquerque, FreBident at the 
Brazilinn Food Supply Company • COBAL • to, in coordination with the 
reprcncntntivcB of the Ministry of Plannir.g - Dra. Mauricio Rangel and 
Antonio Martina Chaves, in the Modernization of the Food Supply Systea 
Group (O~~), crea.ted by Decree ~9 65.750, ot November 26, 1969, to ta~ 
all the neceooary arrangements ~Ol' the effective estab1iahment at the 
program, advising tho referenced Group of all the meaaures taken. 

Signed 

10 F. Cirns Lim 
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MINISTRY OF AGRICULTURE 

OFFICE' OF THE MINISTER 

Regulntion of March 17, 1970 

~The Minister of Agriculture, using his legal powers and in view of the 
dispositions of Decree No. 65,750, of November 26, 1969: 

No. 131 - Set forth the regulations of the Bxecutive Group for the MOdernization 
of the Food 3upply System. 

Art. 1 . The main purpose of the Executive Group for the Modernization ot the 
Food r,llpply - GEMfill, will be as follows: 

:. I '1.'0 coordinate the pror,ram of implementation of wholesale centers and 
terminal markets; 

h) To approve the economic feosibility studies for the construction or 
cxponoion of t.he wholesale centers and terminal mnrkets; 

c) To recommend to the Brozilian Food Supply Company - COBAL and to the 
Notional Economic Dcvelopment. Bonk - BNDE, the concession of a shareholder 
pn~icipotion ond finanCing, referred to in Articles 1st, 2nd and 3rd, and 
respective porllr;raphG of Decrce No. 66,332 of Morch 17, 1970; 

d) 'ro recomml'!nd the exccuti vr. mensures necessary for the implementation of the 
conGtructjon pro~rom for the c~tnblishment of wholesale centers and terminal 
mTJrltetn in the princlrml urhnn centers, in accordance with the priority set 
forth by the Government Pror;rom; 

c) 'fo study and coonlinDtc th~ complementary mcnns necessary to execute this 
pror;rom, with respect to the works of r,radinr; and clasnificntion of food 
prod11ctn of vetctnl or onimnl ori~in, of morkctlng research and of financial 
a:;G~.ntoncc for the in::;tnllntion of ;,upcrmnrkctn and nelf-service stores; 

f) To elloboratc r.turlien Ilnd projecto lcndlnrj to the obtotning of financbl 
resources, internal ond externnl, to attf!nd to the Notional Program of 
Modernization of the Supply System; 

g) To provide technical nsoistancC! to the otnteo and municipalities in the 
preparation of technical, economical fenoibi1ity stUdies for the wholesale 
centero and terminnl mnrkctDj 
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h) To r.timulntc the completion of studies and research leadin~ toward the 
Modernizntion of the Supply System Bnd to provide for the formation and, 
trninlng of technicianr. in ·food mnrketing; 

i) To coopcrate with the Drn7.ilinn Food Supply Company - COBAL, in the 
fulfillment of ita ob.1eeti vc, mninly that which deols with items III and VI 
of Article ~th of its stntutes; 

j) To su~~cnt the adoption of neeer.sary means for the modernization or'the 
supply sY5tcm. 

Art. 2 - The F.xccuti ve Group for the Modernization of the Supply System -
GEI·v\B, conr.i::.tr. of the Minlstcr of Ar;riculturc a8 Chliirman, the President of 
conAL ar. rcpreocntntivc of the Ministry of AgricUlture, Bnd the Vice-President 
who wUl oct as Chairmnn in the ob::;encc of the President, as well a8 
rcpre[;entntive of the MinIstrie3 of Plonninr;, Finance, Industry and Commerce 
nnd the Confcdero~Z1o Nacionnl do Comcrc1o. 

§ 1 - GEHflB executive function:; otnted in Art. 1 will be fulfilled in close 
collaborntion with the nNDE and the Pre::;ident of GEMAB will request the 
appointm~nt of DNDE technicians for this purpose. 

§ 2 - The mcmherr. of GEt<fAn, referred to :l.n the bee;ining of this Article 
will he indicnted by thc rcnpeetivc ministries ond the ~"nfedernqllo Naciorial 
do Comcrci0, to the Minintp.r of Ar;riculture which will designate them by 
this I'ortario. 

Art. 3 - The Executive Secretnrint of GEMAB will be constituted by an Executift 
Secretary nnu of n Vic~-l~xr.cutlve Secretary both indicated by the MiniGtry of 
rlnnnin~ and General Coordination. 

Art. 1~ - GI::l1II.13 Hill hn.vc in i ~.;, internnl orc:,nni7.otion a Board of Directoro 
;;uhordJnoterl c]jrcctly to the Prer.idcnt, the Executive Secretariat and 8 

'l'cchn:lcnl AdvJ"ory Boorel. 

/lrt. 5 - It Ghnll fflU to the Prc:::ident of the Group or, by his deler;ation, to 
the F.xeclItive r.~crctnril1t to n~pr(';,r.nl~ r,E~V\ll hcfore ony public or private 
nr;cncy, cornmtlnir.ntin~ the rNjult to the non rll of D1 rector:;. 

, 
Art. 6 - The Boord of Director3 h;/ order 0 r '~hr'! PrcGJ dent. will meet every two 
week:; in ordinory ;,c~3ions or ot flny tIme in cxl.rnorcllnory sCGoiona to: 

I - Fix r:cnerol cr:l.tcria and c;;t.nbli::;h norm:; for ita application with the 
oh,ic. ~ivc of crcntinr, ideo 1 condition3 to mnKe concrr.tc thc plr.mn of the' 
Federal Governm~nt with rer,ard to the Gupply Sector; 

II - Entoblinh normr. with rcr,nrd +'0 prctlcntation end onnlyGio of projects 
for the construction of wholeGalc centcro nnd terminal mnrkcts lr.oding to 
adoption of standards - under archi te'~tural, operational and. administrative 
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or-pecta, with 0 view to racionolizing and reducing the cooto. 

III - Gront the projects ond studies presented to GEMAB, recommending the 
concession of priorities havine in view the urgency and nature taking into 
ccn3ideration the avoi1ab1c resources; 

IV - Approve thc projects and studies which the previous item deals with. 

Art. 7 - The decir.ions of the Boord of Directors will be taken by absolute 
majority of its members attributing to the President the deciding vote. 

Art. 8 - The President of GEMAB will be authorized to: 

I - Call into session and preside the Board of Directors; 

II - Creote upon previous ndvise of the Boord of Directors, Bubcommissions. 
nnd work groups which will be neccGsorYi 

III - Acr.ept and promote the collaboration of public nnd private institutions 
with interc~t in the works of GEMAB, entering into necessary a~reements; 

IV Repre~ent GEMAB before any public and private institutions; 

V - Practice nll the octs that ore necesnory for the true execution or the 
objectives of GEI1AD; 

VI - To dclccate attributions, in nIl or in port. 

Art. 9 - 'fhc Exccuti'le Secretary will be authorized to: 

I - Coordinate thc nctivities of GEMAD; 

II Y Mn.intnin thc documents nnd books of GEMAB including that of meetings 
and octs; 

III - Execute Hhatcvcr other duties rictermlncci hy the Presidency; 

Art. 10 - The Technical AdviGory Orr,on will con"j:;t of the tcClmic81 8SSeGSrnent 
of the Board; thc Presidency nnd th0. Executive ~lccretnry. 

Art. 11 - COML, in ",hosc offices GEHAD \olil1 he located, will provide the 
technicn1, odministrntive nnd finnncial assistonce necessary for the operation 
of the proerom inc1udinB personnel and materiolD. 

Art. 12 - The Board will nolve unforoccn coscr. and eotnb1ish tho orientation 
to be followed. 
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Con31derin~ the disposition of Article 3 of Decree No. 65.750 of 26'Novcmber 
1969; 

Considerin~ thc disposition of Ministerial Decree No. 12 of 13 January 1970; 

ConsiderinB the disposition of Ministerial Decree No. 131 whIch approved to 
Internal Re'i';ulations of GEMAB, resolves: 

No. 132 - ~esignate for members of GEMAB, which was instituted by Decree No. 65,150 
of 26 Nov~mber 1969, the following persons: 

a) Dy'. Rubens Jose de Ca~tro Albuquerque, os primary and Dr. Pedro 
Morellf.'.f;o Filho, alternote, respectively, representing the Ministry of Agriculture, 

b) IJr. Mauricio Rllnr;el Rei~, 03 primary ond Dr. Antonio Ma.rtins Chaves, 
rccpcctively, as rcprcsentatives of the Ministry of Plannin~; 

c) Dr. Persio de Carvolho Junqueira os primary and Dr. Cyro Freire Cury 
8S ul.ternote, respectively, as representatives of the Ministry of Financ~; 

d) Col. Luciano Guimar~c5 de Souzo Le~o, as representative of the 
Conf~dcraqfto Nocionol do Com6rcio; 

2. IIttrihutc to Dr. Mnurici'J Reis ond to Dr. Antonio Mnrtins Chaves, 
r('.prcr;cntlltivc~ of the MJ n:i ::;try of PlnnninG, the functions of Executive 
:; ecrctnry nnd J\::;:;t"t;nnt Exccuti-I'e Sr.cret.Rry, respectively, observing the 
Jl:;por,jtion in Art. :, of th·,! Internal Rcr,ulation of GEMAB. 

The Mini"ter of .fIr~riculture, in the usc of his legal powers and, 

Con::;jdcl"j.n(~ thnt COBflL, 0 Public Federal Compony created by Law No.6 of 
~~G ~jcrtr.mbcr J.962 h05 a[) it::; end the CXCcl1tion of Government plans and programs 
rclnt;ctl to Food Supply; 

Conr,iderinr; thot CODl\JJ i5 rclokd to th~ r'Unlntry of J\r;rlculturc having intimate 
rclntion~ hr.twecn the two cntitj~[); 

Conr,idcrinG that the Director Prr.sidcnt of COBJ\L, Dr. Ruheno Jone de Castro 
J\lhuqu~rf]ue, wan indlcated hy Mini::;teriol Decree No. 132 for GEMhB, in the 
quality of the representative of the Minlstry of A~ricu1ture; 

Considering the principles of decentrnlization and delegation recommended b~ 
Dacre!! lAw No. 200 of 25 l"obX'\u\ry 1%7 J 
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ConBirlerin~ the dispoaition of Ministerial Decree No. 689 which approved 
tho Internal Regulation of GEMAB oreated by Decree Ro. 65,750, of 26 
November 1969, resolves: 

No. 133 - To delegate to Dr. Rubens Jos~ de Castro Albuquerque, President 
of CODAL and reprcGentative of the Ministry of Agriculture in GDfAB, the 
powers conceded by Articles 2 and its paragraphs and articles 5, 6, 7 and 8 
of the above cited Internal Regulations 01' GEMAB, apPl'OYed by Ministerial 
Decree No. 131 of 17 March 1970. 
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Rcgulntoo tho oporo.tlng prooodurcn or tinancing to the DJ.tea of Whole.ale ' 
ccntera Bnd providon other provisions. 

Tho Prcsident of the Republic, using hin power in conforaity with Art. 81, , 
ltcm III, of the Constitution nnd considering the neceosity to accelerate 
the execution of tho Governmental Program to modernize the tood supply 
nationnl oyntcmB, decreeD: 

Art. 19 The Brazilian Food Supply Compnny ... COPAL • In accordAnce with 
itcm3 III to VI, Ar~ 59 of lt9 statutoD, will pnrticipnte in the cnpital 
of the p1lblic entcrpr loco or mixed eoonoIDT compnnieo, in the regional, state 
or mllnlc1pn.l opherc, exlsting or to bc created, with the objectIve to 
Ilupcrvine the Wholeonlc Ccntcro or Terminn.l r.b.rJretlJ, to support the prograa 
of construction or cxpnnnion, within the norma entabliohed by the Executl.a 
Group for the Modernizntion of Food Supply SY8t~m - GEMAB, created by 
Decreo H~ 65.750, November 26, 1969-

Sole Pnrngrllph - The JY.l.rtic1p.r1.tion referred to in tbio article will not 
exceed 50i (thirty percent) of the total investment ot 
eo.ch projecto 

I\rto 29 The Brnz.l.linn Food Supply Company - COBAL - 10 authorized to 
cont.rnct from the Nn.tionnl Economic Development Bnnk - BNDE - loona to 
3upport itn finn.ncinl pt:\rLl.dpution in the construction or expandoD ot 
Wllolcnnle Centern or T:~rmil1nl }~rkctB, through a.pproprlat~ gunranteeo. 

Art. "y? The pn.rt.lcipf).t.ion of COllAI.J 'Within the limitn indicnted in Art. It 
,,1lJ. be dcflncIl in the: Wholcr:lJ.lr! Contl!r a.nd Terminal Market projects ana~e4 
by C;EltI\B, with th~ pr.lrtlcip..'l.t.ion of the 11.NDE, through criteria. estnbliohed 
in the nr;n~ern':!l1t t·) be oir;n('d betwecn the Bnnk nnd CODAL. 

Ark lt~ Jwl.cpcndently from tile determ:lnntionl1 Gct forth In the anterior: 
nrticloC!, thc mIDi'; rrH.l eynnt th~ cnt:ttiea m~ntloned in Art. ".19, tinancloa 
na1~ to excced 40,/, (for Ly Fcrcent) of totnl invcotment, under condi tiona 
whichtnko :Into account t.he: 1.YP'] of CJl(~h pro.lf!ct, nnd in complillnce wIth the 
In ..... 3 n.nd regulatlonn thllt p.oY~rn Itu fim.nd".l nct;1vltletJo 

Art. 59 Tbe Hoderniza.tion Group of the fowl !Jupply Syntcm will examine, 
tor~cthcr ldth the SUpt.!r1tcndcncy for the Development of the Hortbcaot. 
(SUDEllE), throueh CJ\lfF.DA, 0. more I\dequn.tc 1'lnnncilll Bcheme for tho cons
truction of the WbolcnD.le Ccntero nnd Terminal }.hrk.eto in the areas ot 
competence of that rcglonru. orgllnizo.tlon. 
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Art. 69 Tho Exocutivo Group ot Moderoization or the rood SuPP17 S78tea, 
crcated b7 Decrce N9 65.750, of Novembor 26, 196~, -111 be in cbarge or 
tho coneluoiTc analysis ot tho projects ot Wholesale center. and Ter.1n&1 
Haorkota, together wUh tho I1NDE techniciaoll, ta.king aU aGepa to uav. 
a perfect coordination among the unite to be conotructed, in order to 
achieve a maximum officiency nnd rationality. 

Art. 79 The present decree will be in tull torce aDd effect OD the date 
ot ita publicatioD, all dispolitions to the contrar.r are reYOke4. 

BrnoUia, March 17, 1970 
1499 of Iudependence and 829 ot Republic 

Signed 

Emilio Gt Medici 
Antonio De1flm Netto 
1. F. Cirno Limtl 
Jono Paulo dOB Reia Velloao 



1) 

2) 

Rio-Sa:> ~ulo RO'ld 

Southe~States Hi~Cvay Maintenance 
Loan Supple::>ent 

3) Ag~icultural Resesrch (E~~) 

4) Heteorol~ei=al Service 

5) Natior.al Research C.luncU !::!1~) 

6) SlmA9 

7) FL'NF.:3TrL 

8) ABeAR 

9) Co~peratives 

10) ;:rt'~Ut: Agric:.U.t=e - (21. 5) 
Ferti.!i::e,. - (17.6) 

11) Seeds 

12) SiJVAU 

13) Agr1cul':.ural ""'r"',,':.ing Roaei3 - (8.0) 
Supply Cen':.ers - (7.2) 
Kilk Fhn~s - (0. 3) 

14) Inio"-':. j .. ~n - Xini3tr-,{ .')t I!lterior 

15) Ia.:: Foun·!st!.~n 

16) ETA - !'leg una. 

17) GE.:'WI 

18) Budset Su<,port: (:::e.ny of separate lte!llS 
listed abvve .:l:>W include:1 under general 
cste~rie3 ~l~w) 

a.. /~rt~:.1l.tura..l. c~jit 
o. Abr ic'-l.l tu.-&l Product ton 
c. Agrlcultural Marketl.r~ 
do R=a.l Roads 
e. Agr ic1.lltural ?esesrcl1 (:>t vhic.'l EFE 

received 1."r$'<.2 and Cl'iPq Cr'$6 
!!IUllon) 

'.J-:'LLZZATiC:. :~ ~-{::~_q7 ?.::..~.=.:=-..:; :~.'::.~ 

F':" 4AO ',{":S'.:' .:;.;~ ,.\::;;'::SE:,T :? :':-. t?'h ...... 
rRE3~rr ("_oi, ~:Ir, ._.:~;, A.:i;) I'( ·~:EAT 
AGR~'E:i7: ) 

(Fio~es in !6re~tt~s~s 3re ~~~-a~dtttv~~ 

Cr$ Milli or.s 

"II '..IIG;T -"':;R£.::817 
APRIL 1966 

5000 

14.6 ]J 

\' II ;;E.::''' AGRE.:.~.:.li4 
OCTCa:Jl 1967 

4.0 

0.4 

0.6 

,"0 

1;..0 

3·0 
16.5 

.. ., , 
"' .... -
2.5 

2.7 

150 5 

!J C'!fttral ilank Cra:ui"e~ 'Hteo~r&rU:r" t.J llER ':In ins"ruction of MlnistJ')' ot Finance, 9-12-69. 

VIII i'-HEAT AGR£.o..~ 
;)E:C~ 1969 

8.1 

1.0 

2.0 

4.0 

6.0 

6.4 

7.1 

0.9 

2.2 

0 4.92) 
( 6. 55) 
(170 35) 
( 900 ) 

IX "lliE.\1' AG~ 
MAY 1970 

( progra::me:1 ) 

75.15 

(:52.50) 
(16.15) 
(1~.15) 
( .85) 

( 7.50) 
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.. erm!] of tile Accord approved by the Mlniotcrs ot Planning, ABricult.ure, the 
llNDf:, nnd COM!.. 

nH!1T ClA1JSE 

In carrying out thnt ~hich wao ordered in the Foderal Decree N9 6&,,2, 
of Wlrch rf, lr;'fO, BNn~ will grant COBAL the neCeS8D.ry flnl\nclng tor the 
flnnnc I.nl ptlrtlcipntlon of thlo Governmental Enterprise in the capital or 
the compnnlcn, the exiotln~ oneD and othcrn to be crented, with the object or 
IMnnejinp; the Food ~rket Centers or Terminal Mnrketa which were crea.ted in 
accordance with the Decree Nos. 65.750 and ~~32, of November 26, 1969 and 
March 17, 1970, .-espectively, in the total amount of Cr$l00,OOO,OOO,OO 
(Cr$lOO million). 

SECOND CI.II.USE 

The f I no.ndng to C08l\L to be granted by BNDE w11l be under the folloWing 
r.onditlonn: 

a. Intcrest: ~i po a.. ' 
b.' H0netary Correction: according to indexeo and basia cstablished by 

the Unt ionnl Trell.9ury. 
c. Th~ nmortizntion nnd p;racc period no~ exceedin~ 20 yeo.rs, including 

the grnce perion, will vnry with the charncteristico of the proj~ct. 

BIRD CLAllSE 

The particIpation of COrAL, in the Cnpitnl of th~ Comp1lnieo mentionett in 
the First Clnu3e of thln np,rr.cmcnt, will be lJub.1ect to prior appro"lnl of 'the 
fenaihUity 3t.uciy of eneh project by GF.1-1AD - nor.isted by t,echnlcinns, Indfcated 
by BNDE - Which) nmonr~ I)t.her thi nG1l include the followine: 

n. lnclu310n of till" eJ cm~nt[l of i.nforn1!ltion required by BNDE, in order 
to n I mpllfy thc Lr.chn i.cnl information in the field of mIDE, nllo\ling 
1 til PI·O!TIIJt. LJubm I:;;, 1 on of thl~ orgnnlzntlon w lth the pfJWer to dp.c'i.dc. 

bo npprovnl of th~ j nt..(~rr.r;t.cd. Governments that tht:! chn ttlcs and the 
'propcrt i ('~; ('[ the l~nt('rpr bCIl be mortcllecd or pledGcd to BNDF.:, 
includ inc; Grant j nr; :;hnrcholdcr p!l rticipnt ion to COMLj 

c. approval of th~ intr.rc~ted {',ovcrnmcntn tn ~u(\rnntcclnr;, independently 
of rct.nJninl~1 :;ub::;id17.il1l'.l the rr>f,ourcc::; of the p'lrt:ltlpntion fund of 
the r.t,1.tc3 r.l.l1ri municijnLHic:l b;r which t.he intcrcnted p;ovcrnm~nts will 
reprcn~nt nil JntcrvcnlnG-Cunrnntn~ In each finnncinc contrnct; 

de npprovnl;)f Tr1.bunT\l dr. Contnrl ell\ lin lito Fr.dcrll.l rcr~nrdinr; thf'! rer,ularit;y 
of IXtYTnent of the billn of the I n\.r:r(:ntrd :Jtnt,(!1J nnel' municipalities, 1n 
conformity with Reaolution 79/69 of thnt Trlbulv.l.l, with the objective 
of compromioine the reSI~ctive sho.rca of the Pnrticipnting Fund of the 
otntc nnd municirnliticno 
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The provlaions of this contract will apply as applicable, to Food MBrket 
Cnntcro of the Northeast - CANF~A. 

F'OlJRTI( CIAU:lF. 

COML a03umeA the obligation, independently, of what is stated in line .!! 
of the Third Clause, above, to pledge the shareothat they will subscribe to 
1n each Company, and ob~igate, as way of payment, the funds to ~ included in 
the Federo.l Budget, relat.ive to the Ministry of Agriculture, ac~::ording to the 
terrn:1 of Miniaterial Note N~ 223, July 4, 1970, from the Mlnhters ot Planning 
and Genero.l Coordination and Agriculture, that become part ot this agreement. 

Thio agreement entera into effect on this date. 

SIGNED: 

Jono FUula dos Reis Velloso 
MtniGt~r of Plnnntng 

Rio de Janeiro, September 18, 1970 

Luiz Fernando Cirne Lima 
. Minister of Agr lculture 

Banco Naclonll.l do DcGenvolvimcnto Economico - BNDE 

Jll.ymc M~Grll.nsi de Sn 
Prenldcnt 

Compnnhla Brns:Ueira de Alimcntos - COBAL 

Rubenn de Albuquerque 
President 



liND! 8"hnce 

1[965 

Allftcts 

CBfth , 17,22A 
Curreri Assetll 108,395 
Lonp' Term Allr.~t. 278,453 
Accrued Inc-orne 6 
Fixed ASP:'clI 3,409 

Tr; .l Assetll 407,491 

Llohl1t.tll:!lJ 

Current Liabilities 59,204 
.ong Term Liabilitiel 209,775 
Unearned Income 1,863 

Total LiRbilitiell 270,842 

CnD Hill 

Provlnion-Specinl Funds 1,207 
Cnoitnl and Remervell 135,442 

Totnl Capital 136,649 

Source: BNDE 
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Sheets - US$ Thousand., 

i966 i9~7 

6,465 13,860 
170,443 169,922 
425,147 562,425 

48 2,493 
3,744 6,000 

605,847 754,700 

57,346 83,546 
232,368 215,655 

2,692 43,490 

292,406 342,691 

891 626 
312,550 411,383 

313,441 412,009 

196ft 

23,207 
146,120 
555,208 

11 ,591 
5,868 

741,994 

76,453 
186,355 
22,112 

284,920 

1,198 
455,876 

457,074 . 

i9i9 ) 

23,022 
132,270 
748,840 
16,437 
5,326 

925,895 

73,627 
204,428 

15,021 

29~,O76 

907 
63 1. ,912 

632,819 
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BlIDE - NATIonAL MIIJt rOil ECOllcmc DE:V~LOml~N'r 

PROJECTF.D SounCE Arm Al'PLlCATIOIf OJ' nmoo 

(llf U3$ HILLIOIi) 

1970 1971 1972 19n 1974 roTAL 

A. f.I'l.!!I,:rt1 
L !'!!.I)~" alII nmmr.r.n ""~1. }9=,.6 ~ ~ ~ I. plJo,! 

1. Inl~ncc Avnllnblc Cor Invent-
il,.. ~ 

~1It. 1:>.0 5-~ 6.6 8.1 H.) 
~. }·r.r1~rnl Jludcr:t SUPllOrt 9'·9 122.0 142.1 1'5.' 1~. il 6,1.9 ,.. W>n,.lnl')' n~ocrvc Allocation .127·9 150.8 19}·4 2110.0 200.5 1,008.6 

4. Relurn on lhnk'R Opcr&tlon !o6. 6 56.4 6,..6 71.9 80.5 '09,0 

5. Op,-rn t. \onl\1 r"lRnco "3.5 45.6 48.0 55.0 60.8 252. ~ 
6. • 16. 3 4 ... ... , ~. 7 11.7 3

"
• HlnccllRneo~I:I 

• 
IL !:.QBSlr..rL1{.'1.~rr .Jhl ~ ~ ~ ~ 172.7 

1. }>.lnling LoRnn J]!.l. ..!§:2 JB 69: II 

IDn ~~ 
906 

In if 8.2 

AIlJ 7th nRlc,1 l'lr4ggy ,..0 ,..8 

8lh onlCD I'Ir4 0.9 0.9 
Ihn'no'lrk 00, O. , 

continental Il11nola 0., 0., 
Ilenppl1cd reven1Jf! 

16.5 117.2 fr(,:'G fo\'e l(>n 10llM' 150 5 150 2 

2. LlJ,"na uncil'r ItcBot,lntlon .2.G.1 2£0. -l?:..2 
JOn u,a 1.1.,8 2,..6 
KHI ,..0 ,..8 1.6 
f:X III 1\\1: IC ·9 .8 1.7 
II moo 1~"rl.ctll y 4.0 5.0 5.0 14.0 
AII>- IlurlU. Honde 4.0 O. ) 6. } ,.., ~,.. 9 

!>o IAI",n'! lo h~ neGotinted )5.2 ,5.2 70. " 

TO'fA I. rU:ifCo AVII IJ 1\ nLI~ ,GO. 8 ")}.6 502·9 56}. 7 622.7 2,491. 'r 

n. A rrl:!r"~'I'l.0!! 
1. !)(-ht S,rvlrr. 4. } 5.7 6.0 6.2 7.9 ,0.1 
" ... /It" \.1 ""1 ('I\::h H'! fie rYe 5. 11 6.6 8.1 il. ) 15·5 46. 9 
}. Appl1 (';' t:.1 <'II of free I'C!IOUl'CCII 

n.. f~nl~ 1111~~trlr.D 12}'9 1'(5. 1, 20~·9 230.0 258.5 9'J4. 5 
b. 11I1Ib:", nll,l l:lncl',"J. r'~o()nreh 6.2 J.6. 0 1900 22.0 2}'9 89- 9 
c. fo.:·r,I~l\lt.\'T'~1 cnt.t.lc rn In11\8 

F'o'J,j I'TClliu::tltm Clild llllltrl-
blll.lon "l"lt .. :~ (AID /.[',. 
'"'lrll"ln) 23·7 ~~:;. 1 ,0.0 34.0 32. t. 1~(~O 

d. '"blle GcrvlCCD - POI!O.!', 
t.r,':I'J[>"rbt.lol\ nnd lele-
('o~""lIn1cnt.lono (AID RlIrnl 
~" ... d~) 9).1J 9:', ~l 9',· 5 .1d3.1 l,l;".O ~15· 9 

It. Grcc1~ 1 rr,.,Wlll</1 

nr;'~<; 50.. ;> ~.".'.O (, 1.0 Ul.l 7(" , 3d'I.6 
f11 JI'.~ I' Il,n ~.o 5. 1, 6.0 (,.0 20,0 
l1'm)';' '!IO 2.7 4. " II. " ~.1 5.0 2;,.0 
rUiITTC 10.6 Jo.6 10. 6 11. n l~. 2 ?,6.0 
.·li ,\ I ;:.; 10.8 lO.O ~O.5 y,.l !J).l 1,0. , 
rlr.I(;IHO 16. ,. 1(" 4 23. /1 ;>6. ? 29·3 l1L.7 --

TOTAL nmll /lPfLlCA'l'IOU ,ro.O ":>;,.6 50?9 563.7 622.1 2. "91. 7 
... :-6' ....... "·r .... '·. .,. . ..,..~ .... ;.'U.~ 1-:-·'"'' P""'" ,."--..:w 

AI Mr"Oo t:':miC'D frOI1 th~ 6th "hellot IJI\J.e" rcrer:r.ro:nt. pr\'r.l'n"~~':l1 ror nlrR1 ro"l11 (1970 ) 
gj r::,nnnnll c:xponditllre or $1. 1 1II',llioh 5" 1975 t"crel.\lIl'J t.lIt' AID RlIrnl IIMd lo"n 'Ynluft 

to f,2~ 0 tll1l1on 
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FOOTNOTES m THE PROJECTED SOURCE AND APPLICATION OF 
mtmS STATEMENT 

The pro;)ectionll for the firot three yearn (1970-1972) of the five year 
proj~ction were IMrie hy the RNDE 011 the bo.oio on their three ycar plan. 
The projections for 1973-1')'(11 were bllsed on the mmE's estimateo of their 
Bounces and applic'ltion of funds durin~ those years. The sources of' 
DNDE funds nre: 

1) Monetar.v Re5crve J\Docn tion which represento 95'1', of the 
proccl'!rlnOf' the I'lnnncial Operotions tax collected by the 
Centr!)l Bank of 13ro7.i1. The proceeds from the Financial 
Operations tnx. which is imposed on all financial trans
actions, arc ~cposlted in the Centr!)l Bank and constitute 
the Monetar.v Reservc of the ReJublic. Of this amount, 5~ 
is appprtioned t6 the Ccntrol Donk and 95~ is transferred 
to the BNDE lIpon Dpproval by the Ministry of Plannine; of 
the BNDE'n Annual Invest.ment DurJr:et. 

2) Jo'crlcrol BurJr:et SlIpport.. If the Monetary Reserve Allocation 
in insufficient. to meet the requiremento of the BNDE's 
Annual Invest.ment Budr:et e.G opproved by the Ministry of 
Plo.nnin,.,., the bnlance rC'luircd iA includerl in the annual 
federlll hurlp:et. 

3) Procecr}s frorn f(IGt. lcndinr: operations ore broken into two 
cnter;ories: 

5) 

6) 

8) 

h) 

"Opcrfl\".1onfll 'l'llonce" represents the receipts from 
Ti11.Cl'f'. sr;-0~':::-:;, n nrl pc nfllty Pllyments 1 CBS the cx-penses 
incurred [:->r ()lWrlltionr" 

"Return on 1~l)nj,:; Operfltions" rcprcocnts t.he eross 
rccdpt..f; of tT.'r; RITDE fro;n-lollns r,ranted minull payments 
m[ld~ hy the i.Hlnli. on hellnl r of a borrower for whom the 
bnnk j" f~ll1Irllnt.or. 

Bl)ll)nr.e }\v1Jilnhle for Invc~;f.mr·nt. l'cprr:-r:cntn the minimum 
cu:;h rcr;f;T-';~-ofthe prior-y-m:--

Miscellaneous Receipts ore nIl other cosh receipts not other
wiGC irlcnt.lficd no to sotlrce. 

Forcirn Loans - on the projected source and nppliclltion 
statement, the estimated drawdowns of prcoent lonna arc 
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shown, ao well fiS pcndinr; loano. with reasonable prospects of being aigned. 
For 1973 and 197h the bank est:l.mateo that foreign loano tc the bank "ill 
approximnte the 70-72 lcvelR. 

a) Resources from existing foreign lonno to the DNDE to be :ioburoed 
durinp, 1970 include: 

1. IDB - US~9. 6 million (NCr:t.!IO. 7 million) of which Ncr:t'll. 6 million 
will r;o to rUNESP for fin~ncing of technical feasibility studies 
nnd the remnining to FIP}o-;ME (lonna to small and medium sized 
enterprio(3) • 

2. Kredfto.nsta:t fUr Hiedcrnnfbnn - US~8.2 million dl of which 
will co to FIPEME. 

,. A.Ln. - NCr1'15.5 million (USt.3.8 minion) from the 
VII Wheat Ae;rcement (PL 1180) for rural roads (~rt8. 0 million) 
nl!.riculturnl lJupply centero (NCd7.2 million) and milk plants 
( /'l:r"'O. 3 million) :OCr~:4. 0 million (usto. 9 million) from 
\~II Wheat A~recment (PL 480) for rural"roado. 

4. Donish eovernment loan - US:I·O.:3 million for industrial credit-

5. Contincntul n.rH~}\ of nUnoio - US"'O • .3 million for FtINTEX:. 

b) Foreien loans under ne~otintiono Are: 

1. KrerJHanstolt rllr Wiederanfhnn 
A~llount: j);·127} 0%,000. 00 
Terms: 30 yenrG with 7 ycortl grace period 
Purpose: Capital p,oodlJ import 
Dcr't'cc of FirmncGn: looi Pend inc; signature of agreement 

bchrecn Brnzil Bnd Germany. 

2. Inte.nmcriciln DevcloJ1'~;ent Bllnl~ 

Amount: US!'22, 000, 000. 00 
Termn: 15 yenrn with 3 Y'.!l1rc I~r'lr.e period 
purpone: Capital goodn .l.mport Ilnrl a ttcndllnt locnl currency 

canto 
Degree of Firmncos: This wHI be the 4th nimilnr loan 

to be nir,ned with IDD. BNDE foresees 
no problem. 



,) Export Import Dan!{ of' the United. states 
Amount: US~1,500,OOO.OO 
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Termo: 6 years with 1 year Brace period 
Purpose: For ndditionnl capitalization of FIPEME 

and for import of cnpitnl goods 
DeBree of Firmneoo: Loan Agreement ready to be signed. 

Applicntionc: 

A) Dcbt Servicc - Intercot and Principal due on foreiRn loans 

B) Mtnimum Cosh ReGcrvc - Thc Minimum cash reserve estimated 
to he required'by the BNDE to meet contineencies kn~n or 
anticipatcd durinr, the ycar. For eXllmple, under thc Rural 
Road pro(';rnrr. initiated in 1960, thc bank has sigr.cd loan 
of~rccmcnt3 in the nmount of NCr:t.lOII,077,OOO. However, the 
bank hOB c(;tnbliGhcd a e;r06s contingency of ~r:t4,OOO.OOO 
to mect overrun COGt which, if justified by the project, the 
bank may close to financc on a 60% basis. 

e) The rClMininC 'appl:1.cationa relnte to program sectors and 
special fund programs of the BNDE. 

http:NCrf4,0OOO.00
http:500,000.00
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DANCO NACIONAL DO DESENV<l.VIKEHTO ECmOKICO - (INDE) 

Operating Statements - 1~6W and 1969 
(US$ Thou .. nd.) 

Current Operat ing Income 

Interest Earned 
Late Payment Interelt 
Ooeratlng Commi881on 
Inspection Fee 
Con'mitmcnt Fee 
Guarantor's Fce 
Service ChargelJ 
HincellllneolJlJ Fund Income 
Ht.lJce 11 aneoua Loans Income 
nND~/Centra\ Bank Agreement 
Monetary Correction Ea~ned 

Non ClIrrent Income 

Interellt Enrned - Depolitl and Securitiel 
Pi',idend" And Real Eotate Income 
Other Incorne 

Iotnl Income 

Current Oner~ting ExpenDrg 

Saluriell 
Sunnllrn 
ContrlJr.ttlnl Services 
Rcononl1c Rrcqllirmcnt Fllnd ExpenBel 
Flpemc. FUndcrpro And Funtec Expenlel 
Intercnt ExpcnneR 
Intercnt on Borrovcd Honey 
Denrecilltlon 
Other Current Operating Expenses 

Totllr 1 E::W:rH!naclJ 

Net Profit 

Net Additions to Capital 

1968 

$10,992 
982 
703 

1,468 
98 
52 

193 
28 

267 
17 ,037 

595 
1,161 
9,72/• 

43,300 

1,960 
24 

530 
6)0 

2,497 
8 

530 
151 
Il:n 

6,963 

36.337 

p6.337) 

1969 

$16,212 
299 

1,212 
2,259 

161 
380 
148 
607 
125 
626 

':1,031 

147 
142 
312 -

22,631 

3,211 
23 

201 
371 

1,894 
6 

970 
194 
71S 

7,645 

-
14,986 

(14,986) 



Year 

1960 

1961 

1962 

196'1 

)64 

1965 

1966 

1967 

1968 

1969 

.\HNEX ~ Page 27 of 65 

Exhibit It It Page 1 ot 1 

BHDE Approved Financial Assistance for 1960-69 (US$ thousands) 

Direct Provis ion of 
A0810tant Guarantee Total 

94,025 50,169 144,194 

11b,934 62,836 179,710 

'19,270 67,533 146,803 

76,167 10,755 86,922 

94,610 2,481 97,091 

206,882 55,423 262,305 

222,931 44,268 267,199 

24),667 44,442 290,109 

260,629 89,666 350,295 

310,067 111,821 421,888 



BNDE - ORGANIZATION CHARt 

TOP ADMINIS RATION T 

[ ADKT,NlSTMTlVK :COUNC1.L J 
I BOARD OF DIRECTORS I 

(PRmT,NT ~ I 
I DIRECTOR-SUPERINTENDENT I 

J -I.. 

FINANCIAL RESOURCES LEGAL 
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ADMINISTRA
TIVE DEPART 
HE NT 

ECO 
DEP 

NCMIC J 
ARniE, DEPARTMENr IfPA RTME NT LePARl'HENT 

PERA EJ SPECIAL I OPERATIONS 
rINEP 
rlNAHE.ete 

Table I ORGANIZATION CHART or DIE 
DEPARTMENT OF OPERATIONS 

DIRECTOR 1 

[ASSESSOR :1 [ ASSESSOR I ASSESSOR 

I 
UNIT 

Analysis 
Dlvision 

I 

Control 
DiviBion 

I UNIT III 
UNIT I 

UNIT III 

- Electric Power, Transport, 
Telecommunications, etc. 

UNIT 11 - Chemical Industr1, ABriculturp 

UNIT 111 - MlninB. Steel tnduatry. 
Mechanical Indultr1. etc. 
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LS-21017 
R-XX!R-XXXIV 
Portuguese 

SUPPLY CENTER OF . . . . . . . . . 
BYLAWS 

Chapter I 

Name, headquarters, purpose, and duration 

Article 1. The 3upply Center of ••• . . . is a mixed-economy 

company governed by legislation currently in force and by these bylaws. 

Single paragraph. The Company shall be an integral part of the 

System of Supply Centers under the program established by the Federal 

Government. 

Article 2. The Company shall have its headquarters arid legal dOtai~ 

cile in the city of . ••• , capital of the State of ••••• . , 
and it may set up and maintain branches, agencies, and representatives 

wherever it sees fit. 

Article 3. The purpose of the Company shall be to: 

a. Construct, install, operate, and administer, in this capital 

city and elsewhere in the State, Supply Centers designed to function as 

a polarizing and coordinating center for supplies of foodstuffs and 

as an incentive to agricultural production; 

b. Participate in supply plans and programs coordinated by the 

Federru Government, and at the same time promote and facilitate trade 

with other Supply Centersl 

c. Sign agreements, contracts, or other types of trade arrttngements 

with natural or juristic persons, public or private, national or foreign, 

in order to facilitate and/or participate in activities intended to improve 

the supply of agricultural products, 



-2-

ANNEX V, 30 of 65 
EXHIBIT L.:- Page 2 of 9 

d. Promote special or systematic technical-economic studies for 

the purpose of providing the groundwork for the improvement and moderniza-

tion of marketing processes and methods pertaining to supplies of foodstuffs. 

Article 4. The life of the Company shall be indefinite. 

Chapter II 

~orporate capital 

i,rticle 5. The capital of the Gc:::pany shall be ••••••••• ne'l 

cruzl?iros, divided into .•• • ordinary registered shares having a 

nominal va lue of one new cruzeiro. 

I.rticle 6. The subscription and composition of the corporate callital 

sholl he carri£'d ~ut as follows: 

.' I. -

.' .. 
0' 

" -
.' ,. -

(~'CTL : 

r'edcra j Governr.'lent, tbrou~h the Companlda Ilrasileira de 
i.linlC'ntos (COnAL) liirllzilian Food Conpany} 

f, ta te Govrrnnent 

l-iunicil'lll Governr.'lent 

Users o[ the Center 

The co~,.positlon of the corporate carital shall be studied 

accordin~ to each specific project.) 

IIdministraticn 

/,rticle 7. The Company sha"' ue administered by a Doard of 

Directors CQi'lposed of four oembcrs, to wit: One lJirector who shall be 

Chairman, a Financial Director, a Technical Director, and an Administrative 

Director, to be el~cted by the General Assembly. 

(1) The Uirectors must be p£'rsons of recognized technical and 

administrative ability. 

(2) The Financial Director shall be nominated by the Federal Govern-

ment throur,h the COBAL. 
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persons of superior level and known experience in a;;r.iC!u:!.tjn")l~rkGtrn,::;. 

(4) The term of office of the Directors shall be four years, extend-

inp, from the date of the General Assembly that elects them to the date: of 

election of the next Board of Directors; they may be re-elected as provided 

by law. 

(5) Each iJirector, or someone acting for him, shall give d liability 

bond, in the form of 200 shares in the Company. When such bond has been 

provided, the Director shall take office, siining a statement to that effect, to 

be recorded in the book of Minutes of the Meetings of the Board of Director~. 

(u) The Directors shall receive the monthly fees determined for ther 

by the General Assembly according to legal provisions. 

(7) The Board of Uirectors must meet once a month and otherwise whenever 

necessary; decisions shall be taken by a majority vote, and in case of a tie 

the Chaitillan shilll cast the deciding vote in addition to his regular vote. 

(8) A Director who fai Is to perform his duties for more than 30 consecutive 

days without the consent of the Hoard sh~ll lose his post. 

(9) In ca~:e of the absence or disability of the Chairman, he shall be 

replaced by the Financial Director, and the other Directors may replace: each 

other, according to provisions made by the Board, each carrying out his duties 

cumulatively. 

(IC) In case of a vacancy, a temporary substitute shall be chosen by 

the iloard oE Directors and he shall hold office until the date of the first 

General Assembly thereafter, which must be convened in no more than 30 days and 

which shall elect the permanent substitute to complete the term of the former 

member. 
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Article 8. The Board of Directors shall have the following powers 

and dutiea: 

a. To manage the Company and set the guidelines for achievement of 

its goalsl 

b. To enforce and cause to be enforced legislation, the Com~any's 

bylaws. its internal rules and regulations. and the decisions of the General 

Assembly; 

c. To authorize the conclusion of a~reements. contracts. and arrange-

ments with natural or juristic persons, public or private, national or 

foreir.n, rl'lating to atti.d 'Tllcnt of the CO!llI,aIlY's purposes; 

d. To uuthorlze the purchase or encumbrance of movable goods and the 

alienation of such ~nods as bpcc~e unn(ces~ary. and, with respe~t to 

immovahle propcrtil's, cor.lplying with the decisions of the Ge~eral Ilssemt>IYI 

e. To organi~e the inlr!rnal rules and rer,ulutions of the Cor.1pany; 

f. To ~.uhmit tn tlte i<ei~ular (;enera I Assembly a report on the fiscal 

y"ar and an .. nnu .. l hilldllc~ sheet; 

g. 10 cnnv,np the General AssemblieG; 

h. To i1uth,,;-jze the cre"tJon of pusitions or services, to appoint, 

settin~ thrlr Wil~e5, ~aldries, and bonuses, on thl' proposal of the 

Directors; 

1. To dlJthcrizl: lh,- esti.bll~hl1lenl or lhe eliminiltion of branches. 

accncic5, or rpprrscntatives; 

j. To ,I(·cide 011 cpcr,;Uons which. ;,Ithough not profitable. are 

k. To control and decidc on all business affairs of the Company. 

whatpvcr the ir n" ture I""y be, · ... ith powers to cor.'promise and to wit',,!raw. 

~in~l ... F,'-rd~rilph. The item referring to pf'rsonnel expenses. including 

!;ncia I charr,l's, shall not exceed •••• ,. of operational receipts. (Note: 

This pc-rcentilge s1-a 11 br fixed according to the forecasts of initial receipts 

snd costs as shown in the technical and economic feasibility projects.) 
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Article 9. In addition to other functions vested in the Directors at 

meetin~s of the Board of Directors and recorded in the Minutes thereof, 

they shall especially have the following duties: 

I. The Chairman: 

a. To enforce and cause to be enforced legislation, the Company's 

bylaws, its internal rules and regulati~ns, and the dcci~ions of the Gener~l 

Assembly and the Board of DirF!ctors J 

b. To supervise and coordinate all of the activities of the 

Company and its departments; 

c. To act as the Company's official represent&tive in all its 

relations. either with the administrative authorities, or in or out of 

the courts; to do this, he and the Financial Director may appoint proxies 

or attorneys; 

d. To convene and preside over meetings of the board of Directors 

and the ~dvisory Council; 

e. To preside over the General ftssemblies; 

f. To sip-n. with the Financial LJirector, contracts, arrangements, 

and agreements approved by the Board of Uirectorsj 

~. Transmit to the Fiscal Council the inventory, balance sheet, 

and administrative accounts, and submit to the General Assembly the report 

approved by the Board of Directors and documentary information pertaining 

thereto. 

II. The Financial Oir~ctor: 

a. To guide and direct the Company's financial management and 

accounting organizntionj 

b. To be responsible for the safekeeping of the Company's 

securities; 

c. To or~anize the financial report for the fiscal year and pre-

pare the annual balance sheet; 

d. To exercise control over the execution of the Company's works 

accordi~ to the financial timetable & 
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e. To submit to the Board of Directors lit the end of each fiscal 

year the Company's annual budget for the following year, based on the 

plan of activities prepared by the Technical and Administrative Directors. 

III. The Technical Director: 

a. To develop and present to the Board of Directors technical 

and economic studies designed to give benefits and incentive to the pro-

ducer and merchant and protection to the consumer; 

b. To promote the study and regula tion of the functioning of 

the Company's markets and specialized facilities; 

c. To plan and supervine programs for the execution of installa-

tion and expansion projects, and the installation of equipment under the 

Company's charge; 

d. To supervise the use of facilities belonging to the Company; 

e. To stJpervise services for the maintenance of facilities and 

equipment; 

f. To submit to the Board of Directors at the end of each fiscal 

year the work plan of the Cmnpuny's activilies. 

lV. The ,\clminlstrative Director: 

a. To act ')5 secretary at meetings of the Board of lJirectors and 

to write the Minutes; 

b. To direct tho/ business and work of the ~ecretariat; 

c. To have cu~totly of and be responsible for all the documents 

and books of tlle Co:npany'!) secretariat; 

d. To sign the statements of the opening and closin~ of the 

Company's books; 

e. To guide and 5 pcrvise the Company's personnel policy; 

r. To guide and supervise the Company's customer records servicel 

g. To propose to the Board of lJirectors the hiring of services 

for restaurants, sn:lck bars, :';'Jl'vico St.'l tiOl~ exhibits, shops, and packing, 

h. To supervise the general se.rvices of security, cleaning, and 

accident and fire prevention. 
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Article 10. The Fiscal Council, with a one-year term of office 

and with pow~rs and duties determined by law, shall be composed of three 

regular members and three alternates, the latter being convened, when 

necessary, in the order in which they were designated by act of the 

General Assembly which elects them. 

(1) The Federal Government, acting through COBAL, and the State 

and l-lunicipa I Governments sha 11 each appoint one member of the Fiscal 

Council and that member's alternate. 

(2) The regular me~bers of the Fiscal Council and their alternates, 

when acting, shall be entitled to remuneration for meetings which they 

attend, which remuneration shall be fixed by the General Assembly that 

elects them. 

(3) The Fiscal Council shall have the exclusive responsibility of 

designating a firm of auditors to be hired, fot the special purpose of 

giving advice in the study and appraisal of the action of the Board of 

Directors. 

Chapter VI 

General Assembly 

Article 11. Regular and Special General Assemblies shall meet 

in accordance with the legal provisions. 

(1) The prQceedincs of all General Assemblies shall be presided over 

by the Cha irman of the lloard of Directors and a shareholder, designated by 

him, shall act as secretary. 

(2) In order to participate in the General Assembly, the legal 

representatives of the shareholders must deposit at the Company's head-

quarters documents attesting to their status as such; this may be done 

up to the eve of the day for which the Assembly has been called. 
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Article 12. The Company shall have an Advisory Council, consisting 

of the Chairman of the COinpany's Board of Directors and six additional 

members, who mayor may not be shareholders, elected by the Genera 1 Asserr.bly 

at the same time the Directors are elected; two of them, however, must b~! 

selected froro among the users who hold shares in the Company. 

(1) The members of the Advisory Council shall hold office for foul' 

years and they may be re-elected. 

(2) The ChaIrman of the Company's Board of Directors shall act as 

ql.ll r~an of the Adv i sory Council. 

(3) The powers and duties of the Advisory Council shall be: 

a. To sU~l:est measure!; to the Bonrd of Directors aimed toward 

the best possible attairrnent of the Company's purposes; 

b. To is Que op in ions on nla t ters on wh ich the Boa rd of Directors 

requests its views. 

(4) The Advisory Council shall meet when convened by its Chainnan, 

and at leilst four of itr. members must be present to form a quorum. 

(5) 1n CHse of a vacancy or the absence or disability of one of the 

members of tlw Advisory Council, it shall devolve upon the other members to 

name a substitute. In the case of a vacancy. the latter shall hold office 

until the first meetin~ thereafter of the General Assembly, which shall 

elect a p?~1nent member to complete the term of office of the person whom 

he reo laces. 

Chapter V1 II 

Fiscal .lear 

Article 13. TIle fiscal year shall begin on January 1 and end on 

December 31 of each year, at which time the annual balance sheet shall be 

prepared and a statement of profits and losses, showing amortizations and 

contin~encies authorized by law that were deemed advisable, and the 

deduction of five percent for setting Up the Legal Reserve Fund. 
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Article 14. From the net profits resulting in each fiscal year, 

••• percent shall be deducted for allocation to the Special Reserve 

Fund for Increase of Capital, and another •••• percent for establishing 

the Special Reserve Fund for Expansion Purposes, legal limits and pro-

visions being observed. The remainder shall be distributed among the 

shareholders as dividends, as decided by the General Assembly on the proposal 

of the Board of Directors and after hearing the opinion of the Fiscal 

Council, and duly observing the single paragraph of this article. 

Single paragraph. As a special advantage, employees shall be granted 

a ,bonus of up to not more than two months' sa lary as a share in the profits, 

follbwinr, approval of the balance shee~, provided it showed a positive 

result of more than 2/12 of the annual average payroll as established in 

the internal rules and regulations. 

Chapter X 

Transitory provisions 

Article 15. Within 90 days of the establishment of the Company, the 

Board of Directors shall convene the General Assembly to consider the 

Company's internal rules and regulations. 

Sin~le para~raph. The fiscal year that be~ins on the date of the 

Company's e stablishml·nt shall end on Decem ber 31 J •••• 

* * * * 
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~lIor,!'~C;ALE MAHKET BWEAUtfl'G 

TIlE IJ.RGE WHOLESALE MA.HKET BLUEPRINT 

Al'11'Jf':X 1/, f'[l(~r. 3'1 of 
F:X II I IWI r,l, l'o.r~~! J. I 

l'hc prd Iminnry dcoil'.n of CASAL-Salvador liD.[) uu~~d (10 1;he l.Jn~:do for t.he 
pro I;ot.,\' pc of the lnrge wbo.lenale ccntero. 'rhcsc !Darke tn nrc alma:! t 
P-lIlj rely d~votcd to wholcr.nling nnci the pril!lll.ry ~mphQ,!111J 11 em the circu-
10. 1.10n of tro.fflc o.nd the pnrkine o.nl! unloading of hr.o.vy vchicleo. 10'01' 

th,:ne pllrfnllcn the IlVlrket' a internnl. f1trccto nrc wlrJc 1 o.t.. ti'tC:J up to 
t,ld I" t.y,.·d.wo mete ro. 

'111c fruit nr.d vcr;ctnblc ocd ion llco to the r Jr:;ht nn olle enterll nnd t,he 
CCl'l~all1 and dry goodo lIectj on to the left.. A ollpcrmll.I'kclo" rCGtnurllnt, 
cxhlh.fI.Jl11: 1,,1l.1. nnd other commerc1o.1 o.ctivitlcCl arc ccntrnJly locat,!rJ" 'l'he 
nrJIn 1111 I; t, rnt,.t on bulld ille commando 11 ptJ.llort1mic view of the who!:! m.:\rl';.~ to The 
l'pt'I'I/;t'/I\Llon und Pl"occlJlJing unltl1 ny'C locl.I.tcd nt the fill' r1eht; end. A. 
OIl'~'·\lU.y inl.ernnl transit l1chemc in reconunenC1ccl, u.1.though it requirefl tho 
(il\er I flee of immr.d lute LCCel1G to t.he cereul wo.rchou!1c[J nt the .i.eft" 

'CliO' C'III1I1l"J'Cl(ll ::r.ntcr would. hnve ubtJpo orfcrlne; nllch non .. food 1 t.emll nil 
Lr.-x l. J V;II, Cllloea, clothen, ctco o.nd fJcrvicc o.nu rep')..!.r nhopo" :';uch conun~rclD.l 
f\et.lvlti~.'J u nd other il.clIl.,> ouch D.1l the m~)tcl nnd. cxhlu.l Uon hall o.rc not 
irlfiI!Gpcn::lbl(! for thr-: ,.,holenn.lc JTI.'ll'kct opcrl\.tlonn, but. o.re lllovidod for the 
convC'n tencc of the IDIlrkc t. uncro. 

'./11'! lll'qll Whlll~~;.'llc ccn~~r(;J in C'llltr!lnt to t.hl~V.\r('.(!~ pln.cc n 17,l"C"tCl' 

"Inl,Il'.:rJ n nJ1 l'Ci3J 1 trndr.. YO.I' t.1l I:; rca.10n ;',11':;11}. m'LrKr:I-::I nhouJ.1 he IP')l'!'! 

':cllt.r:\l J.y .loc·-I.lf~rl lit th,! Ilrllfln nn'a D '11H~ prlllr.1pl~ nl-rucl-lIr" of t."r~I" 
1lI.'.'rl'."LrI lire ttl'! m'Hlll.1llr or J-.:·:v\u]nt;cd wlIrcP"lU.'If'd I'Tl!i-::h It110w 1(}jnl('nldr'Y':l n.l1r\ 
reL'll lrocl t') ol';r:lt.c \Ind(~r the :;:tmr~ roof. :lu~h wf\n:hoLlnr!n Hdulr.l I!n.vn. n;I'''.hl~ 

p:It'\;II,!(H1:; n]' walln nnd H(wid. hf)U:IC .'111 typea of pr'nr\uet.n frll.lt, v('r.·~L-lblr:rJ, 

(~f:r'·f\l··l. elr:! f'.'1.-.rl:1 rtnd nnlr<',1.1 ·)rl~ln prudllctn. Th(~ h.hwprlnt fOl flueh't 
rnndlllni':'; '/jlrr:h()l1;l(~ rln.n·)rl"tr!l.t.r'!l th~ In.Y"'lld; nf t.h~ flf'vr·nl.y ... r,lur (1\')(1\11 cr:, 
fOUL' nf I.h(:n'~ m'·'(hdJ~r. ",fl\11d ~''1\1S/~ r:llflck. l),"ll'n norl n":t r()"r,11~ Til" n'rn'llnlnr; 
nf!vl't1!,.\' rn,~(l\llr::;, p'fl.clI Il'l.vlnl~ i',·"nt;:r-f,r.v~n ,;']11'1]"1' r,··t.~I·rJ, W'1l1lr1 b~ rl1vltl"'<l 
IIm'wI.; frllltfJ, v(!f~cl;1.blr!:1, rrrr:fll n, <ll'y 17,()(1'1-1 rIn·' IIIJl"':tl !Jr\,~ln pro f ]lI r t.'1 In 
nnn"~ '\P!,,'oprln.tr. pro]Y)rtin~ In t.ldtl tilt,V cnn.l"··'r:: (:(1111([ pnrr:ll'lnC'! '1..11 tlv'll' 
W'I!rl', in one tfClrchnuilr~ whLle cJrc\=~.I\tJn~ Jil 1.1,·' ""I\I-~,' ',dJ:1 l'o On (,flch rJl'J~ 
rlf ill'? W!irr1!C1une n.rc unl01vllll/r, plf\tfol'llI:J [nl' I.r'w'L 1 (Z!vJllf; (llrcet rtcr:r.rw l.n 
c(\r.h In'Jll1l1e" Thc wallo of ouch modu.lcfl [l))C)ulrl lJr; I;CI"NlIW or r,rid.'l w!ltch 
nl J U1{ for vl!ntilatlon, nnd they ohould be rCrTlilvn.blc llllm.1ng (\ 1'i;t;IJ..ll(~I· of 
wlwlelJnlcr to rent more than ona modu~c ami cOlloollullta t.htn r.)Y\C(~ 1nto ,~ 

a 111610 n.rC£1." 
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Tho blucprinta for both Type A and ijpe D mnrkctn provide for ocpnrntc 
cl1trDi1CClJ for trucko and conaumcrs' vchiclcD. The truck entrance hils n 
control center whore arriTing truCk3 would rcgiater the typea 8nd qunntltico 
of Rlcrchandioc arriving. Thill control W"'·1.lld. aUow the mnrket admlnhtrn.torll 
to IDOnltor ex,I,llt!,n" 1nvaniiQI'1oa nnel nilotllUl. 'thin oontr'Cll. lnftJrlMrtiirltl Qt:ltUtl 
be proccooed through the market information syotem and thuo avoid short~ca 
or excco3ivc nupply of produce at any olle centcr. 

ThIs t~ of center lI0\Ll.d requiro 10/}!J provioion for oupportlng llctivlUol1, 
ouch no hot.eln, rcntl\Urnnto, nnd opcc1oJ.1zed ohopa which ahould be locn.tod 
fnirly clooe-by outoide the market arcn. 

Type - A vholeonle Centero ohould be located in t\ city hnvins l\ po~tion 
between 2110,000 nnd 500,000 inhabitantoo 

With regard to the minlmum required nrena theao nrc diatrlbutcd ao to1101l0: 

lHnimuDl nrcn with provloion fOl 

expnlloion of 30i 000000,,0.00000 •• 0.00 

Inltinl nrea with butldlneo •• 0.0"0' 

Occupied llrcn ICtcr cxp.~tloion •• 0 ••••• 

Bodulnr '\of(lrchou:>c.!J .0"" ••••••• 0. 

Adm:lnlrstrntion nmi 
Control '.O.O ••• O.~O.G.' •• O ••• 

Colu"'oi;ornll,c " •• OODo.eo .......... . 

Wholennlc li(trehouD'! .0 •••• .,.0 ••• 

lltwlnc[.I:J Cll\cl tlCI'Vtcco ••• " ••• 00. 

&J:2!.I.: '1 i 0 tl 

l-iodulnl' iw.rchou3c 

r;u~J1nclln nnd ncrvl~clJ 

Wholconlc Wurehounc 

1l0,OO~) 
2 

m 

22,500 
2 m 

20,000 
2 m 

13,300 
2 

m 

")00 ? h m 
1,200 m'2 ., 
1,200 In" 

Type .. }J oupply Centero nhoulcl be locn.t,c(l in n dt:r hrwl nC{ n J)op1.l.lnt,lon 
froln 170,000 to 21,0,000 Inhfl.bitnnto nnd Uh0111d banlcnlly include tho onroc 
typeo of otructuxcoo 



MlnimWll areas are aD follcnra: 

Minimum land area with provlaion tor 
oxpo,n!J ion 01' ~O" .................•... 

Initinl lI.rca occupied with buUdlnga 00.0 

Occupied ~rcn nftor cxp1noion o •• ~ ••••••• 

HoduJ.o.1' uarchoulJco 

AdIluniGtration and control 00 ....... 

Hho1cnn1c wnrehOUDC 0." • .," ...... 0."0. 

Duuincsll und ncrvicc 

Mndulnr wnrchou3cn 

HUllincoll nnd lJcrvicc 0 ........... 0.0.00 

Who1conlo wnrcholluc 00."0""" •• "" •• ,,, 
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eo,ooo m2 

2 16,000 m 

21.,100 m2 

10,000 

1,200 

1 .. 200 

2 
In 

m,2 

2 
III 

m2 

Annr.l\I1) l .v l';\rJ\etu n.rc to he loclltcu in prouudng nrena "nd I,n.v(! lhr. 
IJP'~r.jr\1.t'.:(~'1 flln~tj_nn of product;. proc(!/lGlnr;g" P,'n.nG, er-J1"~, rlcr~ nnrl, n!.I:nr 

c'-:n':II:- ':"'11,] i,r, c]"'lIl1''', I~r:\(l"rl, r-1ck'/',cd awl Lhn:~ l)r~ dr:l.iV('I'I~rl t..-) t.h" 
whQlr';;:'l'-~ In- ,n: L:',j 1 ,;r-ctr.·;' in l(l,!n.l r.olldil;.i')nfl for' r.t Ilf\.l nn.lcu .In nrld \.1.1.011 
to tll':);/: l'r (>/_;C:;:~JII[r, :;c rv.l C~:; 1,1l(~ nrllJcmbly r~:lrl,;r.!.n YlO',!I.r\ pl~()vldf) rni)rc 
riJllqll;'j.r. ':iJ)r:l:'''~ .'1.n(1 J.rn(linr~ J'ncllit.tc:> thnn no'1 f..'xlnt In Lhl~;lc Intr.rkr 
1.<;'",'11:"0 (~1 r''J 1:11(';-;;; JinrLcf;~ 1-[o')\l.ld nerve flO v-,Jntn for th(~ col JI,'cr.l rm 1\11'1 

1I1.~Jf,ril)\l1,Jun of "nrb't jnforrn·'t(.lc:l thrOIJ1:hcllrUo LJI,:t:\ "rlt.h t!l~ \;hrc~ 

Iln,iol' Hho.1. {'-['n I f! fI"l,1'Il(' f;n~ 

n-f\ t.\w Idnd (If product prcdorninr.l.Jlt in Lhr~ l'c!"lon i 

11" t.ll!.: volume of production durlll6 lhe hnrvcnt; 

c~ 1;) Ie 1.111r.1o and volume of ClCcoIIClllry l)rothtc to J 

llll ',.110 IJf!J·ccnta.Bc or volulno held In reGor-va nl;ornBo" 
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on the ~verB8e theBo markets would o~eupy land arCB of three heetares\wlth 
11.: c:onotructcd floor space of 5.000 Ill. The distribution ot thlll arcli :would 
be a8 followa: 

lAnd " •••••••••••••••••••• ~ ..... 

Conotructcd Area •••••••••••••• 

Rcccptioll and Jo'orwardlng ••• 

Proc~aoine ••• n •••••• oo ••••• 

Cleaning •••••• 0 •••••••••• 

Clanaiflcation 0000 ••• 00 •• 

Wnrchouaing and Silos ".00' 

Awninlotrntion norI Serviceo 
32 "" 
1,6~ 

,0,000 m2 

5,000 m2 

2 1,400 m 
2 1,920 m 

450 m2 

450 m2 

460 ri 
560"m2 

Frce Aren for clrcu1n~ton, loa11ng, 
dnlondlng pnrktng ... oo ..... eeoo 25,000 m.2 

Ratio between totnl area/occupied nrcnz 6 

In the AnIJcrub1y t·~rlwtr.. anu tholJe where a :free "i'eirn" i8 to be mnintl1.inod 
(for inot~l1cc, FclTa de 3antana) the ratio ot total nrca/occupicd aroll 
ahoul.:1 never be 10:)0 thnn 6., 

The (,lltlJT1llt.e of i,nncmbly J.~').rkct c03tO 10 baoed on tho cont per Ilquo.re' 100 to l' 
of tho cercI.' In Clnrl dry eOOd3 sector ot tho who1elJale f'O[\rkcto. 

Ccw:trllctlol1 - 5000 ..;.2 nt .$60 per oqo meter ••• 

L'lIlU AcquilJition, Prcpo.rntion, 2 
Pnvll1~ n.nd ulnu3cnplng - 25,000 m at $7 per 

nquarc ~tcr ••• 00 •••• 

Equirment J.nd Inatollntlono .......... ~.,.o ....... . 

1'0 Ut 1 

* 300,000 

.$ 17:J,OOO 

* 56,000 

$ 531,000 
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INTERNAL RATE OF RETURN ANALYSIS 

Introduction 

~x V, Pa~e 46 of 65 
EXHIBn' N, Page 1 ' 

The following pogeo preoent the details of the internal rote of return 
nnnlyo.lo ot CARE, Recife' 0 wholesale mtlrket. CARE oerves 00 a prototype 
of the other large ",holenllie mllrketo propooed for the NorthCllot. That h, 
except for volume eotim~tes. the data, Gsoumptlons, estimateD and re8ulta 
ot the annlysls should be vnlid for md nppllcnble to theoe other rnorketo. 

rreliminnry Volume EntilTll\ten 

In order to calculate the !)eriefl of benefito and costtl of CARE it is ne
c('oonry to ITlI\ke projectionfl of the buoineoo volume flowing through CARR 
ench yC'nr. CARE opened in February 1968 with only 20'7. of the Inntnllation8 
comp1ete(1. During 1968 and 1969 CARE only hnndled frul.t nnd vcr,etableD lind 
rooto nnd tubero. Large capacity for ccrcalo io planned, but no cereals 
bun~ncno io done in CARE yet. 

In 11)69 CARl': did a llS$ 6.1J milllon volume in fruUI1 Imd vegetables. Thin 
fir,ure wnD uned ao a banin to pruject future yearly volume figurcs, a90uming 
nn nvcrnr,e annual Browth nlte of 8 7. (I. 7. annual populat Lon growth rate plus 
6 7. Annuol growth in per copitll income times 0.6, the income dastlci':y of 
delTll\ml for fruitn nnd vcgetohleo) L!. TheBe projections were carried forward 
to 198~. 

II The fir,ureA [or poplILntion r,rowth [t1H1 per capita income growth nrc t.h,· 
c~l~ml' on t.ho[1(' utlcd by: Banco do t/OnlC'lItc do nrnnll, (E'fElIE), Con~lImC) (I~ 
l~I:'f)d II t '22....}.~Lt~:..t.:..!.:!. L r; ~l!.n rele r. t ~_, t 969; lifch 1 p,n n S tn tf~ Un i ve rlJ i ty, ~1:j rk,. t 
r.I~!2.S_~ ~ th" n.-cu,. fir,:!!. o( r~:I..thl'nrll~ .!l_t.:.:1;~I.\..L R~,;cnrctl Rrport nn. 2, 
1969. The income d.1ntidty fi~urc ",no laken (rom the HONTOR-Hontrea1 study 
entitled tlorthc:ll1t ACr!.culturnl tinrkct1ng, 1970. Idthour,h 11 0.6 income 
cl.nllticlty (or pcrlnhnble food" may, at Urnt r,lnncc, Aecm rnther high, it 

J ohou1d hi' kl~pt in mind thnt thl~ Income clnr.t'.fclty lor fnoel in Brazil Ln 
"bout 0.0. 

http:Brl*,'.il
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The ('{\l c ul"I; 110" liE volume fOt" cct'cnlll, dry r,ont.lo, rootu lind tllbcro W.!\ II , 
tI' ~I11","hllt 111(11 ' (' c<llllplh: l1 ltod. III 19(,9 CARE'a volume 'n rooto Gna ruhcrlJ , 
V"II $2.6 nlJ.lJ. tO{I, Ilnd n 1~.5 7. n"'~rlJr.c nnnwll gru",l!h rllte was lUJ8t.lmcd to 
p r oJec t fonlllrri the r l o t n and tuhc rs volume to 190~. Slm:.e CARE doc! 
Ilo hll u II I :1 iI .I.,', !;c 1" l' :11n IIIlU dry Bllod!) It t tho moment. fl.gureR from the 
~HchL[, .· ' : ;; ; , I' , Ifll l 'k(\t: LIlr, otudy ~',cre uned to llrrJ.ve lit n bane f!lg\\t'I! . 

TI: , I. "'. ': ' 11,' :: 11 :. \l.1 t i l o nH~a n in 1 c nlw l' Y for oatnbllohC"d whoJ.CO V. JIH"J hl 
J,lJ!il H.'l!1 ~ :IO :- c)ClO 1.1: ','/10 IlTltllline d thll t tlH!8e v/holcnlllct'!l tlll:n the 11.' 

.illve lltory , ' " n l . : ' /> 111'1I\!.I lOl' f1 "'''1111 "nl\lllIC! per y~nl' pe r ,,,, hol.('nnJ.cl' ;of 
" h , IflO, r II i t) r " i:h ,: r. '': "'cre I1 PP r(lX 1.",,11:0 ly 100 co ren 10 IIlltl fh:y l;ood!J ' 
·,'k Jr r:JI ' ': \( . , 1[1' [ ., .• •. 'HU lj lll . • ,tllOl c,-3lll c vo1.1JIIIC of $36 rnllU.oll . 
( ,(,hl q flll,p l'" ' , 'n " li l'.Il1 fll',,!rl q ~ :'lJ .1 I'l!l.U on 1:1) nltm-l for th ~ 1.3% "tlhol~·' 
n!\'~ nil'" I n) I'" """ 'IIC" 1!1l11 1\1'.1 p,roHth I)f 1 • • 57. J,n ~ ... hol(,l1nJ. c "f"l\llJ1~ 
,,,nR II!! !"I!'" 1 "n tl l-O.l<"' " t:I' J r ~,"~,,"J~' volllln(' to 1973. I:hc )'C'(lf tl, tl l : ' ccrcnlllJ 
01'f" ' l\ I ' /nll " " 1' ''' " ': rrc " , I t o ~""', f I ", (~"mL 'rhus th r. !: !It' lmlt l'd " q J.UtnP. of 
n1.1 ",, (, I f ""\:" /,)n 1,.,!J0Jr ",,)'·"/ I . \ ,~ 1.10 mUllnnl ho .m'.cr~ r:~ 'l.E Plll. ~-1 .. 
h t, 1\"\ (' ! ( .1 ' Ihll llda t {· 'J ;, ~ t. (,1'),). "Ii' l;.~ .,c. ,.,hole/l ' lel'o. The I. fo

'
. <! t ,PI.II 

mUlton 1.0 ' l!lfl IntC!1 1.0 h e t l c vn l . ,1(' " r: e Cl'C ll lo h1\ ~tf, nr.tHJ fnt' f.t\nr: j ./) 1913 
A srm/l:h r : ':" of 4 • .'j % [. '1): c c ' {>rd . .." H I 1If) ,; III1lCc! • •• ,)t' t lupol\,llnl..\ I·.p Lh~ 
ettt'mntl! O" p~\ 1.tf!(1 II)' ':h r.:- MONTOR NOI t "!' 1 Sturly. 

The foltnwfnR lIrf! t~o ot rhn h~ n~~ 1 t l to be ~Kpcctcd from the opera tion 
of rARE: 

L 

2. 

A reducti on tn npoL lane ~uc t n more convenient nnd tcchnLr n tly 
ad~quntc (n~Lllticn. 

5l\vLnp,tI In {"hor ""t! ' ·.!"Ileld.nr, r.onto <lit e: to Innr.C' ndcqull tc loodf.n ,~ 
nnd unlnnd illr, r.:H: Jl/I:J.r'u, t hnt l.n, the t Lm e: to l(lo1d or un'ol1c1 ll' 

truck 1.8 CUllr,f ri! lJd, Jy oh o, I·CHerl . 

Op[' b'! llt co l:illlal.e i ll " hnt { I til,! lIvc r:lr;e 1;:7. of fl'lJI. t nnd vcr,cto1bl c n 
Cfl lltl'\'! l c ly up..,J l 1.11 1I.lc wllO ! cciI11 '! I;'n \tnnt/ u , Ano t hel' L67. ll(loLl. tl rn r)lIsJ' 
thnl it. Ln llfll ll "le olll y .'1 1 n :ulI cc!l IH" ic(' (I (507. of the Ol'iglnltl. pl'l.cc ' 
ttl nnOIJlIlt: dr.1n IlII nve rlJj;c J\( ' J ' ). Th(!rt![UI'C, Ill\0Ll1ll;0 would amount to 
nppro~'m"t:l'j. y 7.0 '7. of t lH: l u l.lIL ' 11 1.1.1'1 o l frll l.tll (\lIrl vcgct:lblcs I.n tra
IJti l)nnl rJtut'lbutlon f uct1. 1.tlc n . II i lJ ;n !llll11(' t1 thnt the more IIHHlot'll 

fn cl.lltl.ell of (;AIU: wLlI pror,rc nn tv rl l C' dlt(;c tltl." npotl.nr,c r.ot.c hy (,7.' 
p e l' :J 'ur. 1n tl d,IILJ,t)\\ ",1\fJl"lllIl erll ~l J I J h ,'l VI1 t o cnny It'lJo Lnve lltory 
whteh l1.bc:rntcn cllpltal fol' ot.hel' plJ r pllllc!J. The l1PPol"tunLty cont of: 
cllpJ till. 1.0 p.otimotcd to be LO '7. il\ the Norl'hcl\ot. therefore thio o<ldll 
nn "del ltlollal increment to the novlngn from spol1ngc. 

, . .. 
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Currently, wc cstimntc that cereals wholeoalers looe 10 1. of valuc to 
spoilnge ( 5~ unsoloble and 10 ~ aAl!ble). It is Assumed thot the 
spoilage rotc will be decrcBscd by 4~ per ycor. 

n~fore CARE, trucks pulled up into congestcd oide otrcetn adjacent to 
the m.1jor reirno where wholenl11crs 1TI'1intllinccl their stoLls. The pro
cluce WalJ cnrded by laborero from the truck to the wholeoolcrs' otalh 
over n dlotnnce that vnrled llnY"/hcre from 200 to 600 feet. CARE' 0 

fncilltiea nrc n connlderable Improvement over the previous operationo: 
unloadinG rnmp9, direct accens to the wholesalero' stall0 as the trucks 
can pnrk within 11 few feet of the otalls, wide otrccto, large parking 
t\'reno, etc. 

Figuren on londing nnd unloading time nrc not available on the pre
CARE operntlonsj 1~6wever, it fa nSlJumed thnt CARE hilA reduced the time, 
nnd connequcntly the cont, ot unlolJ.ding and loading an avernge truck-
10lld of produce. A recent survey in CARE showed thnt the avernge truck 
In unlanded In two hourn with four lnhorerll. 

The avcrllr,e truker earnn approxlm..,tcly $0.50 per hour, and therefOl'B the 
cont in ('.ARE to unland nnd reload the onmp. 'lunntily of merchnndise 10 
nppr.oxlmately ~8. It to no~umcd thnt thla curr.ent coot in CARE in I1t 
lcnGt $11.00 leBo per Avernge trucklond than the coot befor~ CAllE, 1.18 a 
rCOlllt of better facil~tlen. In nddition, thin co~t per averaGe truck
lond lu expected to drop pro~rcnolveLy to $4.00 over the next fifteen 
yearn .19 b~ttcr packaging, handline 3nd trnfflc procedures arc introduced 
in CARE. 

The l1IJr:l!l('r of truck::: through CARE ret: yel11" wnll c.,lcullltC(1 by divi!ltnr, 
the nlln\l,l1 frllit nnd ver,ctable volume by $300, whi.ch the current CARr. 
ntntlnticn n!low to be the valuc of nn avcrnRe truckload of produce. The 
Avcr:lf," vlIIllC of n "J'lIck 1\)/ICI of cerenls !.Il cntinvlted Ilt $500. 

A nllllb"r of hcnefltr. ll!l!loclatcd wltll CARE nrc not quall.f1nble or c.1nJ.ly 
rn~,')nuJ·,'d. For ('}::lInp1c I puhlic hea lth wl 1 1 he improved an more 511nitnry 
conditloil:1 oj food \t;IT\,\linr; :lr::compnny CAItE'!! '")prrlltlonn. Ct\RE hnn 
rernoved food Hholcllall.n8 from dOl,mto"'m nrcJ rp nnd thll'l C0\lllLdcrnhly 
relluc{';\ t.raffic COIlI;cotion 1.n '.:hlo I\r(~a. Thr flr'''' fIlC!lIUCIl pt·\lvJ.,I!! 1.,"
proved ' .... orki{\r, conditions for \olhol(!111l1crn !Jllel their cmpl~yccn. FJ.nl:' tly , 
the rrndclJ and ot:mdaruo program ghould provtdc CO!llJllmCl'n wUh mor~ 
qUAlity products for their money. 
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At prcoent. CARE wholcnnlero nrc not allowed to sell in B~ll lotn t~ 
con"tJrilcro. Conournero cnn buy there but they must buy n I'Ipecified mi
nimum qunntlty ot r,ivcn product ,.,hich CARE administrators have deter
mincd to he n 11 r,hlly more thnn the quantity consumed by on nverllr.~ 
fnlntly In 011" w('rk. ConnlllnCl"n cou ld bene t1 t from nn even grenter in
Cl'C/lne in renl incoml1 if ,.,holcRnler8 could 8ell to conoumcrs. nny Ilt 
[1 pee 1 fled haunl dur f.ng the clny. 

Current CARE l"er.1I1ntioIl5 require 011 trucks to unload in CARE. ThlB 
rl!r,ulation in cffect IMlero the market channel longer ns many tr.lJcks 
would hy-pao[1 CAIU': and sell in the feiran directly. Thin rcsulaUon 
ahould U(! chflllged 11m! n opec1n1 nrcn Bet lloidc in CARE 'Where whole 
truckloado of produce cnn he bought und Bold without unlondlng. 

The cooto nnnoc1ated with CARE nre the following: 

1. Con~truction 

2. OpCl."lltine Ilnd Muint~Mnce cootn 

In the pcriori l!)Go to 1969 npproxlrn.ntcly $ 1.750,000 woce npent in 
lhe CARE ('.onntrllction progrnm. ny the end of 1969 CARE ,.,as bet,.,~en 

7.0 01\11 ]O'!. cOll1pJ.l'le. It in eillf.lnntcd that in 1970 the expenditures 
[(lr (:()Il[;f.l'llct:ion will b~ $ 1 mf.llLon. in 1971 $2,750,000 aud 
$ 2,~OO,OOO in 1972 (or a total of $ 8 mlillon in construction conto 
(ll)6()··lfJi'?) • 

Op('rnting :1I1d !·~;lintcn.)nce conto ore entiml1ted Ilt 3 OX of the value 
of coontluctlan contll. 

Turrl·n.,l Piltf'~ 01. H~tllrn ------ .~---.~ .. _.," .&_.&~-.--~- -.-.-~ .. ,." 

The tnblr.n b('low I1ho'", the cllLculntton of 11 2) 7. intC'rnnl rntr. of return 
in the bllnia of. 119r.urnptionn opeciflcd in thln nnnCK. Ao noted in the 
text. we tented the nennitlvlty of the internal rate of return to chnnr,r!8 
in our '~nt;jm(\\;cl> of reduction3 in r.poilI1Gc. 
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V(LOME PROJECfIONS FOR FRUIT AnD VEGETABLES: 
Allumina an av~r48e annual growth of 8h 

(in million. ~f $) 

$ 6.15 ~er ~AR! Itatlltle. 
6.6 .. 6.15 X (1.08) 
7.1 .. 6.6 X .. 
7.7 .. 7.1 X "II 

8.3 .. 7.7 X " 
9.0 .. 8.~ X " 
9.7 II. 9.0 X 

,I 

10.5 " 9.7 X " 
11. 3 .. 10.5 X .. 
12.2 .. 11. 3 X " 
13.2 .. 12.2 X .. 
11 •. 3 .. 13.2 X " 
15 J. .. 14.3 X II 

16.6 III 15.4 X " 
1/.9 .. 16.6 X II 

lR.O .. ,. 
18 0 .. " 
16.0 .. " 
18.0 a " 
18.0 .. " 
lEl 0 .. II 

18.0 '" " 

~ Given CARC'n preocnt plnna for conotruction cnpacity operationN 
would be between $17 ':lr1d $16 million. 
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ANNNX v, Poe'] 5.1 or h'; 
J!:XHIBIT N 1, Paw.! 2 01' .( 

REDUCfION IN SPOILAGE or PRUIT AND VEGETABLES 

(AulIml'tion: Spoilage ill reduced by 67. of 
Vo1l1C per year in the period 1969 - 1990) 

% Reduction Volume in mUHon! of $ ----
67. R 6.15 
61- x 6.6 
67. x 7.1 
67- x 7.7 
67. ]( 8.3 
67- x 9.0 
67. x 9.7 
6'7. x 10.5 
6'/., JC 11.3 
67. )C 12 .2 
67. 'c 13.2 
67. :Ie tI •. 3 
67- x 15.4 
6'%, x 16.6 
67- . 17.9 X 

67. x 18.0 
67- x lB.O 
6'7. x 18.0 
67. x 18.0 
67. x 16.0 
61. x 18.0 
61- x 16.0 

Tf)t:ll~ .. _~.!~ .. ~ 

.. 369,000 
m 396',000 .. 1,26,000 
". 462.,000 
co f,'.H1,000 
til 5i ,0,OOf) 
... 5132,000 

'" 630,000 .. 6.,0,000 - 732.,000 .. "92:,000 
III 858,,000 
n 924,000 
III 996:,000 .. 1,07/ •. ,000 
WI l,OBO.,OOO .. 1,000,,000 
r, 1,000,000 
~. 1,080,000 
'" 1.000,000 
... 1,OnO,Oon 
" 1.OIlO,OOn 
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VOLUME PROJECl'IONS FOR CEREALS, DRY GOODS. RoarS AND T~r:·!RS .. --..... 

(In millions of $) 

AIUllm"UO"ft: I.t the momcnt CARP. doe .. no bllstncnfl in c~renh nnd dry 
goods and can probably be expected to initiate this line when 
construction il complete, or in 1972 or .1973. However figureR bllIrd 
~n the Michigan State study indicate that the wholesale volume in 
cereml. in that year will be approximately $24 million. In 1969 
CARE had a volume of $2.6 million in roots and tubers. An average 
annual growth ~.te of 4.51 per year il .Ioumed. 

1969 $2.6 root" and tubers only 
70 2.7 • $2.6 (1.045) 
71 2.R • 2.7 " 
72 2.9 .. 2.A " 
73 28.1 .. (2.9 • 24) " 
74 29.3 .. 28.1 " 
75 30.6 .. 2~. 3 " 
76 32.0 .. 30.6 " 
77 33.4 .. 32.0 " 
78 34.9 • 33.4 " 
79 36.5 .. 34.9 " 
80 38.1 .. 36.5 It 

81 3iJ.8 .. 30.1 " 
82 41.6 .. 39.8 " 
83 43.5 .. 41.6 " 
84 45.5 • 43.5 " 
R5 47.5 • 45.S II 

R6 49.6 .. 1.7.5 " 
87 51.8 .. 49.6 " 
08 54.1 .. 51.8 It 

89 56.5 • 54.1 " 
90 59.0 .. 56.S " .. 



TMr 

1969 
70 
71 
72 
73 
itf 
75 
76 
77 
78 
7q 

80 
81 
1\2 
El3 
fI4 
!"IS 
86 
87 
8R 
89 
90 
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REDUcttON t" SPOILAGE 0' CEREALS, DItY GOODS, Roar! 
AND TUBERS 

(Allumptlan, Spall_Be tl reduced by 4~ Gt value 
per year in the period 1969-1990) 

~Reduction Volume in millionll of $ 

41. x 2.6 • 
1.7. x 2.7 • 
47. x 2.8 • 
47. x 2.9 -47. x 28.1 • 
1.1- x 29.3 -47. x 30.6 • 
47. x 32.0 • 
47. x 33.4 • 
1.7. x 3/ •• 9 • 
47. x 36.5 • 
41. x 38.1 • 
1.7. x 39.8 • 
47. x 41.6 • 
47. x 53.5 -
4% x 45.5 • 
1.7. x 47.5 • 
1.1- x If9.6 -
47. x 51.8 • 
47. x 54.1 • 
41- x 56.5 • 
47. x 59.0 • 

Total f.'n § 

104,000 
10B,000 
112,000 
116,000 

1,124,000 
1,172,000 
1,224,000 
1,280,000 
1,336,000 
1,396,000 
1,460,000 
1,524,000 
1,592 ,000 
1,664,000 
1,740,000 
1,820,000 
1,900,000 
1 ,9M ,000 
2,072 ,000 
2,164,000 
2,260,000 
2,360,000 
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SAVINGS Df LABOR COSTS mJE TO BF.TTER LOADING AllD mn.OADI1JO PACILITIES FOl! 
CEREAl, AND DRY GOODS, ROOTS MID 'ruUB!!§. 

1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1970 
19'{9 
1900 
1901 
1902 
1903 
1904 
1985 
19136 
1907 
1900 
19139 
1990 

(Aocumpt10nl Botwoon 1969 and 1974 nn Bvorneo ot 
ono hour por trucklonnd ie Bayod, or 81.01 por 
truok, and from 1975 to 1985 an o.ddi tionn1 hour 
10 cBvod, or 13.74 por truokload) 

Vo1umo 1n 
mU1ione 
of S 

2.6 
2.7 
2.0 
2·9 

28.1 
29.3 
30.6 
32.0 
33.4 
34.9 
36.5 
38.1 
39.0 
41.6 
43·5 
45·5 
47·5 
49.6 
51.8 
54·1 
56·5 
59·0 

Avora.go va.1ue 
of Truckload 
of Produoe 

3300 
" 
" .. 

$500 .. 
" 
" 
" 
" 
" tI .. 
" 
" 
" 
" 
" 
" 
" 
" 
" 

Avol'neo Numbor 
of trucklol1do 
ror yoar 

D 7,800 x Sl.07 
~ 9,000 x $1.81 
~ 9,)00 x t1.87 
.. 9,600 x 31.07 
~ 56,200 x '1.07 
~ 58,600 x 11.07 
~ 61,200 x !3.7~ 
~ 64,000 x 83.74 
m 66,000 x IJ.74 
~ 69,000 x $3.74 
a 73,000 X S).74 
a 76,200 X $3.74 
~ 79,600 X !3.74 
= 83,200 X 33.74 
~ 87,000 x ~).74 
~ 91,000 x $3.74 
N 95,000 X SJ.74 
~ 99,200 X 33.74 
c 103,600 X $3.74 
m 108,200 X #3.74 
~ 113,000 X 83.74 
~ 118,000 X $3.74 

Total 
Sl.lvine;n 

.. 14,580 

... 16,8)0 
• 17,)9° 
.. 17,950 
.. 105,°9° 
a 109,500 
.. 220,800 

239,400 
.. 250,000 
• 260,000 
'" 273,00r 
• 205,00t 
tI 297,000 
= 311,000 
'" 325,000 
.. 340 ,000 
c 3~j) ,000 

)'/1,000 
'" J137,000 
'" 11')5,000 
'" 11~.3,OOO 
"" 441,000 
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RAvrllon ru !.~non co~rro mE TO nF.'JYI1im JtJA nItro ANn nl11.0A nnlO l!'ACTJ..ITIEJ --ill.!!. 
FHUI'r AIm viClliTAnLr.:3 • 

( Aonumptionl Samo nn for Coronlo a.nd Dry OoorIn) 

Vo]umo in Avornco valuo Avor.1.m Ullmuor 
mi11iono ot Truckloa.d of Trucklonndn 'l'otn.,l 

Y(~lll' -2£ S .o.'!. Proel ~l Cf) R!!.!...y"Q:t,t' 
c· • 
!!l! v '!.!~J:.~. 

J 9(;? 6.15 8)00 .. 20,500 x tn.01 • VJ w 30(1 
J9'(O 6.6 $)00 .. 22,000 :r: .U .. 01 '" 111,000 
l~nl 'r .1 3300 .. 23,000 x $1.61 .. 4),or)0 
]972 1.1 $)00 ". 25,000 x $1.01 .. 11(),700 
19'/3 0.3 $)00 EO 27 ,000 x U.B1 - 50 ,5()O 
1 ~J'( '1 9.0 $)00 - 31),000 x U .. 01 n ~6,J.OO 

P.n~} 9·1 2)00 ... )2,000 x 33. 7 4 ... 119,/00 
19'((, J.O·5 8)00 '" 35,000 x &).,11 .. 110 ,()OO 
Jf)n II.) $)00 "" 37,000 x $).74 - l.1H,oOO 
] oj'( (l 12.2 8300 XI tlU ,000 x 3).14 .. lt19,600 
IfJ'1CJ 13.2 $)00 ,. 111,000 x $).14 .. l G/l,500 
1')/10 It1d S)OO • 47,OOf) x 3].14 '" 17l1,000 
J.!) En 15d ~300 '" ':;1,0(1:') ;: ~.3.7'1 ~ 190,O()0 
19~\2 16.6 $300 = 55,000 x 33.14 '" 205,000 
1 ~!n J 17.9 SJOO c 59,000 x $3.14 c 2~~,000 

19134 10.0 $)00 D 60,000 x $).14 :0 22/11000 
1?(\5 10.0 $)00 c 60,000 x $).1t1 '" 224,O()o 
ISIGG 10.0 £)00 ::: 60,000 x $).14 = 2?4,000 
1 C) [\7 lr..O $)00 z:: 60,000 x 3).14 '" 22tl,000 
19[\0 113.0 $300 D. 60,000 x $).14 ::I 22t1,OOO 
1fJr.? J.o_o $300 .. 60,000 x $3.14 '" 224,000 
1990 1£3.0 8)00 .. 60,000 x $3.1-1 L, 22<1,000 



196B 43,5°0 
1969 52,500 
1970 B2,500 
1971 165,000 
1972 240,000 
1973 240,000 
1974 240,000 
1975 240,000 
19"(6 240,000 
1977 240,000 
197B 240,000 
1979 240,000 
1900 240,000 
19B1 240,000 
19B2 240,000 
19B3 240,000 
19B4 240,000 
1905 240,000 
1986 240,000 
19B1 240,000 
19B8 240,000 
1989 240,000 
1990 240,000 

(B8t~ted at 3~ ot Construotion 
Collte) 

.. 3~ :II: 1,450,000 
• 3" x 1,750 ,000 
• 3% x 2,15°,000 
• 3% :II: 5,500,000 
". 3% :II: 8,000,000 .. 3% x 8,000,000 .. 3% :II: 8,000,000 .. 3% x 8,000,000 .. 3% x B,ooo,ooO 

.I 

8,000,000 ::.: 37" x 
c 3~ x B,OOO,oOO 
:I 310 x B,ooo,oOO - 37~ x 8,000,000 
"" 3~ x B,ooO,oOO 
"" 35~ x 8,000,000 
c 3% x 8,000,000 
"" 3% x 8,000,000 
1:1 3~~ x 8,000,000 .. 310 x B,OOO,OOO 
CI 3~ x B,OOO,Ooo 
.,. 31~ x B,OOO,OOO , 

B,OOO,OOO = 310 x 
'" 3% x 8,000,000 
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Year 

:.960 
67 
ca 
59 
70 
71 

Construction completed 7~ 

Cspac1ty in Fruits ~ Ve;e. 

.., . . ., 
74 
75 
76 
77 
7~ 

I 
I 

I 
I 

I 
I 
I 
I 

i 
i 
I 
I 
I 

I 
i 
I 

, 
I 
J 

J 

i 
, 

i 
i 
I 

! 

(in 

~e.j'.lctior. ir. 
Sroila",:~ 

Frlli t .!. Ve:.e ,:'e:-eals 
! 

i 
I 
I 
I 

I 
369 1;:":' I 
3]6 ! l()9 
~26 ! U2 
... 62 116 
4'.f3 ! 112~ 
s~o 1172 
5d2 , 

122~ 
63:-· :2;:;~ 

':.7:' :)36 
752 13.16 
7~;' ::.60 
:3':;0 152:' 
?2~ 15;:2 
-:,-7':..' ':'CC-I-

1.G74- 17!..J 
l~:":: (: i LS20 , 
:cco l?-JO 
lcCl~ 

, 
~ ~':.J. 

lCO'~ 
, 

2(:'72 
1CCJ , 2161-
;.(13.) j 22:;Q 

i IG.~J 2360 
I 
I 

3::r::FITS 

thausa::ds of ~) 

! Inve:.,:or:r I Sevin.7s Total 
I"" .. ,~- .In I in Benefits 1- '-"-' , ?l"'.!i ': . ~ \ Ve.,.:. I :hndling . ~~, . 

! I , 

I 
! I 
I i 
I i 
I 37 

I :;3 I 563 
I ~0 ! 58 I 602 

6c I 6l.1 , ~5 I 

i .. 6 I 65 689 
I I I 50 155 1327 
I 5:' i 166 I 1932 
! S.3 I 349 2213 I 

i 53 I 369 230'.2 
i @ 32·3 2l..70 
I 73 

I 
410 2611 

I 7° 437 2163 
I e6 I 1.61 2929 
I 

, 
Q2 I 487 3095 

I I 
l(}~' 

I 
515 

I 
3216 

I 1'.·'7 545 3466 , 

i :03 564 3072 , 
j ICc i 519 3661 

i Icc, 595 3161 , ! I ! IcC 5U 3871 
:'-13 i 6?Q I 3981 ! :.:.6 i 647 

I 
4095 , I :0:3 665 4213 

I I 

~ I 
I 

I 
Const- Operat.i::g Total Net 15~ 25J 2~ 
ruction ar.d Costs Flov 

Maintenance 

.8963 4CO - 400 .9333 

I 
5c'O - 500 .8115 .7170 
550 4.4 594 - 594 .7r::157 .5736 
3CC 52 

I 
352 211 .6136 .4589 + 

I l00J I ~2 11)32 ,.:1 ..... .5336 .:671 
I 

2750 I ,,:;- 1=2;:':: I .~640 

I 
I -~? 2915 .2937 
! 2500 2"-0 2740 1-2051 .4035 .2350 
I 240 240 +1587 .3503 .1380 
I 240 240 +1692 .3051 .1504 
! +1973 .2653 .1203 2:'0 2"0 
I I 2:'0 240 +2102 I .2307 .C962 I I 2:'0 240 2230 I .2006 .0770 
I 24C 2~0 

I 2371 .1144 .0616 

I 
240 240 2468 .1517 .0493 
240 240 2609 .1319 .0}94 
24C 2"0 2855 .1147 .0315 ! 

! 
2,.0 2:'0 3036 997 • C'252 
240 24C 3220 867 .0202 . 
240 240 2B32 754 .0161 
2:'C 240 5421 656 .0129 
240 240 3521 
240 240 36}!. 
240 240 37' .. 1 

I 
240 240 >555 

~ 24C 240 3'?".'S I I , .... -
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NOTE::i ON AN INTEHVI1!.Vl WITH MESSRS: PAULO MRDOSA, WALTER LIMA AND 
EDUARDO LEl>DS OF COMPREDEM SUPERMARKETS 

General Notes 

COMPREDEM was established in 1955 and has nine stores In the Recife 
area, eieht beinG in the city of Recife itself and one in Olinda. 
Two others are located in Jono Pesson. There are no immediate plana 
to expnnd to other cities at thin time, OG the COMPREBEM people feel 
thnt there nre mnny opportunities yet in Recife, althouGh the otore 
In Olinda io beinG expanded in size. 

Responscn to Questions Asked by Hcmir Main and Tom I-rers 

1. What products docs your company buy at CARE? Entimntc the quantity 
per week. 

"Ie buy nIl frui to, n com>idcrnble amount of vCGetables, and most 
tuber" at CAnE. \'le buy for 011 nine storeG, sending three trucks, 
carrying 12 tons each, three times a week, for u total of 36 tonl1 
per week. 

2. ~lnt productG docs your compnny buy at other markets? E~timnte the 
quantity l,cr weck for eneh product. 

He huy I~)'~cn vcr,:ctQblr~:~ in Vit6rin de Snnto I\nttlo d lrr.ctl y from 
producer", n~ well 11[; flom intermcdlories. 

3. Do your hllyir.r~ pntt.cr.Jf, differ to nny dcr;ree from your rrc-CARF: 
opc],(ltions? Hill they til ffer in the futt·~ .. e, when CAm'; is in rull 
o[eration? 

H'~ dirltl'i; huy mnny fndt,'; lind '11·,~I·t.'lhl(':l llr.f'orr' CAIn,;. \·nl"l1 \I~ rill) 
buy, jL VI(I" in th~ J~r.ntn I'Jf,f) fr'l!'l,,'I .. 01lr "nLry Inl.n th~ fl'1dt. 
nnd ver;ctllo1r: morJ(et coincld,"'1 '",if.ll I.}v· ()''''ninj: of CAlm in ]r)O.I. 

He will hlly Jlir:hcr qunntitJf';; rn":1 r:rljil': in 1.11" fll f.nrr·, fJr: h1t:!inl~ 

condttionr. orc r,ood there. \1r' 1,1':1 to ],11:1 rrorn prn'11Ir'C'J":1 tll'~r~ 

whenever pOGGJble. We don 'I. fJlIY in LlJ'.· count ry:~ Idr' nwl IInve prnrlllc,!ra 
deliver rroduct directly to 0111' l'/(lI'chow;e, n:: t110:1 hW/r no rr~r·.ullJr 

delivery Gcherlulf!, and t.hey prodllce :mr.h ::mnll q\lnntlLi~:j t-.lmt. it io 
not ,,'orthHhlle. It in cosier for COMPHI~nE~f to r,o to CAm: nwl mokc 
large purchClneo t.here. 
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4. ~\at kinds of Bcllers (c.g. wholesalcrs. jobbers) do you buy from 
at CARE 7 

We buy from who lena lr.rll gcnC'lrlllly 

5. Why do you buy from CARE 1 

We buy bccnuoe at conntnnt supply, good qunntiticlJ, convenient 
locntion nnd becnun~ thio mnrkct Ls reotrictcd to wholeoa1ern. 

6. How doen the conRumer benefit nR a rcsu1t of your buying at CARE" 
lIow will he benefll 119 YOllr compllny growo ? 

lie benefito from b('tter quality, lower priccs, conntant 8upp1y and 
hetter buying condltionA, c.~. fixed priceo. than in the fcirao. 

7. Whnt jJerc('ntnr,e ot retail naleo do Dupermllrkctll hllve in the Recife 
nren at the prcncnt time 7 ~lat percentnge doeo your compnny have 7 
What will thene PCI-cclltngen be in five yearn 7 

Supermarket nnle~l In Recife nrc 1con thnn 207. nt the preocnt time, 
with our onlen hdnr. about 1)7. nnd nom rrec;o' 0 being nbout n.. In 
five yenro n\lp('.;n~"rk('t r.n)cn in r.cn~rlll will be lit lcnot 407. ftnd 
We expcl: t our liP LI~n to he nt lcout 207.. 

8. wut the exint(,llce of CAltE help or hf.ndcr your plnno for future 
oilleo of n~:ricul"'lral productn 1 In what wny will it holp or 
hinder 7 

CARE will help CI,,\ :jdn-;"Ibl~ [or the rC.11101ltl rnclillollCt! in rcnponnc 
to qUC'fltton '>. 

9. Hhy dOll' I :fI)11 h;w" :, ('()~;}11'L(' llllc of (rrnh procluc(' ? 

We do nol I1nll<l11:' nil ~Jl"odllce bcr.:tllnc of the irl'cGutnrlty ot nrrival 
ot prorl'lcl.r. at Cf.l<l:. 1I00,.'~ver. ollr frlll.t"n on" vl"'r,f'tnblen 1In('0 hllv/" 
I',rown ('()w;ld,'rnhly nIl11 wl.l1 cl1ntlntl~ to cln no. 

10. 1>OPII YOll!. ('nrnl'II11V 1.'1'1(' j t'~1 C"-II' I nil 1"1 or ",,'1'/1 tltl' [11"'11('1" dl'llvf'r 
prodl:cU; I'lJl"c!l'l(,,'d nt (J\I1.l·; -, \-1", I,·\)'q for till' If'arlf.nl', of proc!uctn 
ptlrch.1r.pd at C/I1:I: 7 

We have thrc(> t.rllc.kn 01 nllr 0',111. TI,,'/ /';11:11 cnrry I, lon!) nncl m-lkc 
thr(!(' tripn /I \-l('ck to (J\i:l-;, m,lklng 11 I ntnl of J() tonn per w~ck 
purcitn!lcd th('rc. Oil'. IIl1pp\ler In VII-orill hrlngn In vCf,/'tablen 
directly to Ollr w,lrchouol' by Itl/) P"'11 truck. \ole hnv~ our own hnnrllcrn 
and pny olher/) at CAllF. whenever nccennnry. 

http:queurti.on
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11. What are your 10soe8 due to spoilnge, etc. 1 Would they be grenter 
if CARE did not exint 7 

Our Lonnen run nbout 10-157. on the nverng~, for fruito nnd vegeta
bles. The exnct percentnr.e varie!) connidcrnbly, necording to the 
oenson. Our 10110cn would be grenter if CARE (tid not exiot. 

12. Whnt ndvnntnr.~ll do!'n CAHE hnv(' over other mnrketo 1 

Centralization ot buying, better prices, constant oupply, good 
qUAlity and sclection, variety nnd hygiene. 

13. '.fhnt disndvnntnr,en doen CARE htlv~ 7 

It lnckn n fixed delivery ochedule on the pnrt of producern, trnffic 
in otten conr,cntcd .1nd pnrkinr. io inadequllte, cnuoing n slowdown in 
londi nr,. 

14. In the m.1rkeUnp, information (ollpply, ocmllno lind price informntion) 
avallnblf' to y(,~1 h('~ter or WOnll' ot CAIll thnn Ilt other markets 7 
In it better or worne thnn th~ pt~-r.ARE aitllation 7 

It io r,l'nalllly good, nltholl~h lit Umen the priceD quoted by CARE 
do not caine i(\" ,.:1 th 1n.1rkct pricl'n. 

l5. WIerI' elo yml ol,tn I n YOllr nupply at f:nnn('d goodo 7 

Out· cnnnf'r\ f,oodn com" from the South, either dircctly or through 
rp(lr"Cr;i'lIl..lIl.! VI'f1 lor:,1tl'cI h~re in Recifc. 

lb. \-lhnt pr'"cr'n: :I;',r· flf Y(·\lf (Jlll!::n volume I.n rcpren"ntcd by ('nch of tht:' 
inllo'..:iIlJ·, r)·{lflllc1~I: (·1n:lf·d p.onrln, ntnplcn, frultn nnd vcr,l'tnhl"rl, 
nLlI(' r 7 

177. of ('\1\ '::II(,~J Vf)ltJll1" f.r: in conned eCH)('~1 2'1.7. in ntopicn, 67. in 
L"tllt:; .111'\ \'!·r,~Ll"lrll. 57. in pl:lfltic: prnlillcl!1, 27. in :l1l1mlnilll11 
prodllct. 'I. )/"/. j 11 C J o( Iii nr:, 

(H()t'~: Th.·",· 1'(,l'(('nt:li~f':1 .1,1<1 lip I (l (/t!. in (oJ.III. It 1.!1 nn!1\1m"rI thnt 
lhe rrm:dnlng 36"1. 1r: t:lken lip hI ::"\,,,, (If ml.lk Jlt"oductn. pllCKnS',cd 
proc\"c; l \/, olher hnll!J eho 1 d t tr'WI, f't C • ) 

http:locat.vd
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NOTES ON AN INTERVIEW WlTlI MR. JQ'(O CARLOS HENDON~A. 

DIRECTOR StJPf:RINTENDENT OF "nOM PRE<;(O" SUPERMARKETS. IN RELATION TO 
PURCIIASES AT CARE 

ResponRe to quentiono llsked by Hemir Milia .. Tom Ivers and Ruy Florentino •. 

1. ~lnt producto doeR your compnny buy at CARE ? Estimnte the quantity 
foe cach product. 

"Born Prer;o" purchaseR approximntely SOl of . its fruits and vegetable, 
at CARE, anel about 507. from producers and others who bring their 
produce indirectly to "Dom Prer;07. No eRtil1\l1te can be given for the 
qunntity per week purchaned at CARE. 

2. Do your preoent buying pat ternll df.ffer to nny degree from your pre
CARE operations 7 Will they differ in the future when CARE io in fu:i1 
operation ? 

The II1l1rketing proceso iA better due to C.ARE because the products arc 
concentrated in a oin~lc location, and there io a stendy oupply. Se
lection io aioo bcller than before. "nom Pre~o" can buy in one loco
tiOn for mont of ito needn. Thio Rituation will continue into the 
future and will probahLy become better yet. 

3. mInt kinds of DeLlern (c.g. wholesalers, Jobbers) do you buy from a~ 
CARE 7 Wh.1t kindo ot sellern did/you buy from before CARE ? 

Bor,t of the people ..... e hllY ftom nrc wholclllllers, but we nr~ not 
lntercc;l;ed in \/hal kind of neller they nrc, we are intcrcntcd fn 
ohttllninr, rncrchnndinc. 

4. \-thy rIo you buy III CARE 7 If 11 :;fr:ni.rfcnnt perer.nf~nn:~ or yom' purchn"en 
.1re now In'Hle at: CAHE, why did you chnnge from other rtl.lrket source,; 1 

'.fl' huy \JC'C,111:I(; of C:Ollntnnt nllpply. nC'forc we hod to roo to Vltl)rln 
de :;,ll1tO Anl,lo nnd ntlwr plllccn olltnl.dC' the city to obtain nufflclcl1l 
fllIJlpllcf>. 

5. Arc pl·!.een lower or hir,hcr III CAllI: comr:trC'rI to the pre-CARE oitunth111 1 
By I"hil t pc: l"C c n tilr,C 7 

It io imponniblc to tell becllune ot infLlltJon, WI1CC increnflco nnd 
other factors. Priceo within t.1t\.' clty "cern not to hnve lncrenocd 
no much in rent termo as they might helve ,dthout CARF.. 
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6. llm·, docR th~ connumnr benefit 4S Il rcnult of your buyln8 Ill: CAlli '/ 

II" hClle r:f liD hee".lI"r HI! pllr.chl,l(1C 1 n Inrgc qutlntit I co, lind h r.- COll llr 
ptll'chll" c n li t' ,! mnll e moro I'. r r.! c lont:ly. 

7. Wh n t. pr. r.c;entn r.c of t°r.to U !l1l1eG do Clupcrmnrkctn h:w c i n l:h~ Rcd. f:c 
:n: " :1 I.It ,1\<, pt'! !:rn : t t nte 1 Hh il l' pct' c c n(;nr,c clO~B yflll t' Cl)llIPfl llJ II" ",: 'I 
Hh ll t \orB!. Lhc !l C pc rc c ntnr, c!l b t~ in f.lve ycnrs 1 

The tOI: I~l p crr.(~"' l\g~ (I f 'ccl.CliJ, 111I11'ltot GnieD made hy nupc rtnJ,lt'kc l:': 
Il t the pl'CIJCnt d ille in nbou t 157.. "Dom Prc~o"It" pe rce ntage ',wllld 
be nbout l~ -5 '0' I n fLve y C:Jl' U !.1ltpcrmarkcts ,.,ilL be rC 9Jlomd,bLc f ot' 
nhou t; 30 % o f t ntol, ;" r~t /l 1. 1 naleR nnd "Dom Prc~o" for a bout 12 % or: 
t hn t to t lllo 

U , \H i 1. l:h ~ exin \ e l " C u l: CAlm I '~l. p O l ' hlnd c lo your plan!) f OI~ t:utl.1r ~· 
1: 0 '- C(; 01, U[' l' U ,1.l1t:ttrI.l J, J.l1,· o ,Iuct n '/ In ",hat way will it: he lp a t" hl l k e ? 

Tllt'o ugh b e U e r, tn:I'o' l( cUng " mlH 1.uno, CARE haD hcell /lud ,,,tLl. he tl 

Ill: 1 p • 

!1. Uot·r, your c otl1pl.1 ny hav e 'l.LO mm ' ''rudc., ot' doea the ocllcr de t h · t ' 

p,'otl l.lct:n "'Jl'C " ll; I ,~ d n l: CAlm 7 

II 11 om 111:(,';0" Ir ll{l J. tfJ own I: ~t.IC Ic [l . 

l O, lJ O(' :; yClIlc COlllVI I1)' rwv ' time 1n 1.. (.l.1(HIl p. <:ompllrcd t o the p l'f~-r.ARC 
n !, I: 11 .1 :: t, () n '{ 

"ltI,-: i r,: I :" ' r.\ lr:-I ... ~II tlr r,I ,:lt ir1t icft rc l ul:i. ng to thin 'l"P(' :1: (' 1' 
I I ' la ' t. : \I p . ; . \ ' " 1\ (1 k I '1' ': • 

i t 1"\\" 'Ll I'" I ",. " ", "' I' ', 7 " "\~ rlll(~ t (: r o l.1ngc , hflnelll,llp" l't ~ , ' 11"1' ''' (1 ,,1 

{ 

f,' d r "!'t ':l llf'cl : (; , I 1"I ' '1 111r: ul. htlylng [It CArtE 7 What we rc' y O ll t c ! L i t\; t e ll 
), I"fH; ," ' I't' 'ChU E 1 \," : I t a n:! hey !l OW 1 

' )' Il ' 1I (1 ~"! ltll ve 1',011" rln''' ' \ ,Iu" t l.oclltloll, mor e onnltn r.' t;', (llIIll l.J. OIlft, 

, " t , l'" / ' I',"'" C , e l.r:- ., lil t ',," ,In 11 0 1, know hy ho'" much. WI! c[ I : I, rnnt· (~ on t' 
I' t' 1 : 11 I. n :' !H! n t o be b('L ~,r ~ ' ~\ 1 ' J ,, 101 .. 

12, Hltal: tlr1 ':\lltngc :J doco CAll E ll'lvC o v e }' othe r [OIIL'ketn 1 

LOC ill l nll, mor c o raclolJo oe tting arc a o , be tt c r ollnltntioll, h Lflhcl' 
qUil tl ty. 

13 . \oIhlll: duwr!vantur,ca doeD CAnE have 1 

HU 'l\~ . '£t'aHic 10 tl problcllI 1I01lll!ti.InCIJ, but J.t 10 woruc Ilt uthlir loIh010-
Ii" ) t ' 11111 r ite t n. 

_I ,' 
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14. 18 the marketing information (supply, demand ond price information) 
ovai1ab1e to yHu better or worse ot CARE than at other markets 1 ' 
1& it better or worse than the pre-CARE situAtion ? 

It i. much better at CARE. CARE publishes bulletins otatin8 the 
price,aupp1y nnd demand for each Item. Other mnrkcto do not prov1~e 
this information. 

15. Whnt percentage of your sales volume is represented by each of th~ 
following products: conned goodo, atop1es, fruits ond vegetables, 
other 7 

10 ~ of our soles are 1n canned goods, 207. in stop1es, 1 ~ 1n 
fruita and vegetables, and 69 ~ in other areas. We do not sell 
fresh mente 
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3rmJI':CT: I'ROPO~;En A(;RICl/ I,TlJHAI, N/\ HKI!.'TING LOi\N 

ANNEX V, Page 61. of 65 
EXHIBIT P, Page 1 of1 

r.A/CAEC HF.VIE\·lED SUBJECT PIWPOSEn LOAN AND rlECa~I~ENDS HESlm~lISGION 
CONTAINING FOI,l.O'tlING MODII~ICA'1'IONfi: 

A. PHOPOGED HEr,' YI11'~rrr Pl~HIon I~j NOT JUSTIFIED fir; A DIIlECT LOAN. 
\~'lIY NOT THO-t~TI';P IT TO (iOB WITH PNDi': OBl,Tr.F;D TO nF,rAY HITIIHI 
HEASQt'ATlW TE1ll1 J'EIGOD tlNDl':n ~O nJ\P~; /\8 ::;l]r.(jF.~iTIm BY C/\3H FLOW AlIAIJYSIG? 

13 _ COFFEE r~0TII!JI.TE~ HI ArItJEXi':::; APPP.fl.R COfWUf,ING AND rW.Q.1JIHE CIJ\HIF'I-
CATION. 

C. IIICLUT)E HI r.i':VJ :;1':]) L"'r'\N P/\PElI TAn!.!': ~fl)';·tflH1ZIT'(; ['fl.i,T, CllnmmT MID 
FlrrtlHE PI. ".00 P1~r{:I':":1l A 1,I,CY:flTIDtI::l 'dllTCH 1':>:1'1 A TN l'illY ~rJCJ[ PIH):,:I;:J~n;; 
CAmIUT' llT:: !I~;I';n 11: rl~i1T, AT l.F.I\;,1' , '['0 FJ::!lilCJo; ppr)J'O;;J':n I'nrx;HJ\r~ 1'IJI~:Hr.J\,( 

[lJo:1)t]CIiiC 1:]o;I':n I'",)F nor. r.fI. 1{ r/),'\N, HI!Y r;AiiIirrr f'llllr'~ Dn :·\om: '" IPTlTllr;7 

n. EXI'Arm [;I';('TIO!i TlI';:~r:Hr!\TlH; Hr;PI';':; r:Oin'['Old.r/(i 1.'(lJ,f'; TO nil ICA'J'I'; iT;; 
CA j'flr,:lTY 01'0 HI':'1.1 I';-,! !lid) Al'l;i~OVE r.Of::-;TI-:fI(:T rnT! rIAW; Ann :·lOr1.lTOH en' .;";'I·.11(;nON 
pncx.;I~J\:·:; A~~ ',iI':r.r. A:~ 'I:;AID'~; mm 1::VAr.lJATl.nfl 07 :lIJCII r.APAOTY 

E H(:rnlJl: :;'!'f\'['J'::'!';r:T PI,;Ar,TTi('; vilTI! ;>pnr'O;;I':n TAIm "C()HJ~;rTTori I'H(t:r·;nt"'I·:~; 

AIm EVI\T)JfI."T():: (W M>!'/,lIAr.y :-;rJCII I'HeY'I'l>I/I'I';:;, 

F. loIf!flT I:; Tlil': ('ATllj.:;,; 01" 1'1:1'; ! Ii':) t.;·.,;' j,iiil I'Jiii':HI': 1:·; IT 1·\0;-0:[' :;I':V:-:H1~ 

IHLJ, rHOPO~;J;11 J'H()(,J)J:·1 HEDlln; TI'l,;: : ;'Iir:j :'/\1;.;;; Ol! i'::'Ji.n:l\l'fI.'['I': Tm:rl7 
., 

G. Had :r~.~prJl\'rAI;T J~; TH!ltl:·;PCi·'l'7 i: I.;:n ;·(11' f'I.I'J\ II \'illY f.l(lHl·; fnJVl\n: H1VI';:;TI1"~I'rr 
AND LF.~:j0 l'UllLrC Ftll'H)[i flOT rO~;:·;JJlJ,1': !lO,;';i':; 

,/tiC r 1\ :::: I. I" ( 1':11 

http:1]I]:;v.rT
http:I,IIAT.ON


Response to CAEC Inquiries 

A - See Page 2 

ANNEX V, Page 65J
, of 65 

EXHIBIT Q, Page 1 ~f 1 

B- Loan request not beine submitted on basis balance ot 
payment problem - section removed. 

C-1 See Pace 1 and Annex V Ex111hit H 

C-2 See Page 6 

D - See Fage 26, 36, 31 and 38 

E - See Pace 3l~ 

F - See Pace 17 and 53 

G -1 See Pae;c 20 

G -2 See Page 6 
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Translation or Lettar fl'Onl ntfDE 

Mr. L'e.niel Mackel! 
USAID 
Rua Melvin Jones, No. 5 
Rio de .Jane iro, GB 

Dear Sir: 

December 31, 19'10 

With reterence to the basic elements of the tinancing program to 

the Agricultural Marketing Centers in the North and Northeast, we would 

like to inform you that the conditions established tor this operation 

meets BNDE's intereats. 

The magnitude of the program tita the GOB's plans, the amount ot the 

resources foreseen is sufficient to cover, with an adequate margin ot 

4ssurance, that the cost of the construction of th~ wholesale and semi-

wholesale narkets in the North and Northeast., and the conditions tor 

the fin&ncing, in what concerns the BNDE, are acceptable. 

Thanks for your cooperation, 

Sincerely yours, 

(sgd) Marcos Pereira Vianna 
President 
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Tnnsllt1.on of Letter froll Minister of Plenning 

N1nlater Wl111aa A. Elli. 
Director 
USAID IBraE 11 

Dear Mlnilter: 

January 19, 1971 

Confirming the terms of my letter deted September 2, 1970, in which 

I haTe expressed GOB's intention to request It lOin of' US:t15 mil110nll for the 

expansion of the program the alm of which is the construction of 8gr1~ultunl 

marketing centers in the Major urban centers of' the country, I hereby reafti~ 

the Government' 8 intere!>t in promptly signing the Lolln A8",ement in order to 

ex~dite the execution of the mentioned progrell. 

The document prepared by USAID hen been exemined by the Brazilian 

technical organs, including the Executive Group tor the Modernization of 

Food Supply (GEMAB), creeted by PreBidenthl Decree No. 65.750. dated 

November 27, 1969, and the Natioulll Economic Development Bank Which considered 

these conditions aB satisfactory. 

In view of the above, I hereby approve on behalf of the Ministry of' 

Planning and General Coordination the pursuit of the negotiations of the 

mentioned Loan to accelerato the program of the Marketing Center. in the 

North Ind Northeast regions. 

Sincer~ly yours, 

Jolo Paulo dos Reia Vellolo 
Minister 




