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FOREWORD 

Du r i n g the p a s t t h ree y e a r s , a M i c h i g a n S t a t e U n i v e r s i t y 

r e s e a r c h team has conducted s t u d i e s o f ma rke t i n g s y s tems i n th ree 

L a t i n American commun i t i e s . F i e l d r e s e a r c h o p e r a t i o n s were c a r -

r i e d out i n Puer to R ico i n 1965 -66 and i n B o l i v i a and N o r t h e a s t 

B r a z i l d u r i n g 1 966 - 67 . Th i s r e p o r t summarizes the r e s u l t s o f the 

N o r t h e a s t B r a z i l s t u d y . S i m i l a r r e p o r t s have been p repa red f o r 

the o t h e r two community s t u d i e s . 

T h i s r e s e a r c h program has been c a r r i e d out under two i n t e r -

r e l a t e d c o n t r a c t s f i n a n c e d by the U.S-. Agency f o r I n t e r n a t i o n a l 

Development. The f i r s t c o n t r a c t , A Comparat ive S tudy of Food 

M a r k e t i n g Systems i n S e l e c t e d L a t i n Amer ican C o u n t r i e s (A ID/TCR-

786) was conducted f o r the T e c h n i c a l Coope r a t i on and Research 

Branch o f USA ID , Wa sh i n g t on . I t has two i n t e r r e l a t e d g o a l s : 

( 1 ) to p r o v i d e d e v e l o p i n g c o u n t r i e s w i t h i n f o r m a t i o n to a s s i s t 

i n the d e s i g n o f improved food ma r ke t i n g s y s t e m s , and (2 ) to f o r -

mulate a more adequate c o n c e p t u a l i z a t i o n o f the r o l e of marke t i ng 

i n the development p r o c e s s . The second c o n t r a c t c r ea t ed the 

L a t i n American Marke t P l a n n i n g Center (LAMP) at M i c h i g a n S t a t e 

U n i v e r s i t y ( A I D / l a - 3 6 4 ) which ope ra ted th rough the L a t i n Amer ican 

Bureau o f A I D , Wa sh i ng ton . The LAMP p r o j e c t expanded the scope 

o f the r e s e a r c h program to i n c l u d e the ma r ke t i n g o f farm i n p u t s 

and s e l e c t e d i n d u s t r i a l l y p roduced consumer good s . I t a l s o e x -

panded the e f f o r t s to deve lop sy s tems models as an a n a l y t i c a l 

t e chn i que to e v a l u a t e the economic consequences of a l t e r n a t i v e 

m a r k e t i n g r e f o r m s . A d v i s o r y a c t i v i t i e s to A ID m i s s i o n s and 

f o r e i g n government a genc i e s on market development programs have 

been a p a r t o f t h i s second c o n t r a c t . 

The N o r t h e a s t B r a z i l program was c a r r i e d on as a combined 

e f f o r t o f both p r o j e c t s . The f i e l d r e s e a r c h was conducted by a 

j o i n t t a s k f o r c e o r g a n i z e d under a memorandum o f agreement l i n k -

i ng M i c h i g a n S t a t e U n i v e r s i t y w i t h SUDENE ( the N o r t h e a s t B r a z i l 

Economic Development Agency) w i t h concu r rence and l o g i s t i c a l s u p -

p o r t from U S A I D / B r a z i 1 . 
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SOME HIGHLIGHTS OF THE STUDY 

1. Th i s r e p o r t summarizes a d i a g n o s t i c s t udy o f the ma r ke t i n g 

s y s tem l i n k i n g a l a r g e urban cen te r i n N o r t h e a s t B r a z i l w i th 

the r u r a l area p r o v i d i n g most o f i t s food s u p p l y . There 

were two major pu rpo se s f o r the s t u d y . One was to d e s c r i b e 

and ana l y ze the e x i s t i n g ma rke t i n g sy s tem i n N o r t h e a s t B r a z i l 

as a b a s i s f o r f o r m u l a t i n g recommendat ions f o r improvements 

t h a t would c o n t r i b u t e to r e g i o n a l development g o a l s . Ano the r 

purpose was to c o n t r i b u t e to a more u s e f u l c o n c e p t u a l i z a t i o n 

of market p r o c e s s e s i n economic deve lopment. 

2. SUDENE ' s T h i r d M a s t e r P lan had e x p r e s s e d a g row ing awareness 

o f the impor tance o f market p r o c e s s e s i n the s t i m u l a t i o n o f 

economic g rowth. The SUDENE/MSU r e s e a r c h was d e s i g n e d to 

a s s i s t i n the s p e c i f i c a t i o n o f development p o l i c i e s and p r o -

grams which would b e t t e r c o o r d i n a t e a g r i c u l t u r a l and i n d u s -

t r i a l p r o d u c t i o n w i th domes t i c con sumpt ion . 

3. The f i e l d r e s e a r c h i n c l u d e d 2,350 s t r u c t u r e d , pe r s ona l i n t e r -

view s u r v e y s of market p a r t i c i p a n t s i n c l u d i n g consumer s , 

r e t a i l e r s , w h o l e s a l e r s , p r o c e s s o r s , a s s e m b l e r s , f a rmers and 

manu f a c t u r e r s o f s e l e c t e d i n d u s t r i a l good s . The g e o g r a p h i c 

f o cu s was narrowed to R e c i f e and the r u r a l area which s e r v e s 

as i t s p r ima ry s ou r ce o f a g r i c u l t u r a l p r o d u c t s . 

4. The s t udy con f i rmed t ha t the 34/18 program i s r a p i d l y expand-

i ng i n d u s t r i a l c a p a c i t y i n the R e c i f e a rea . Y e t , marke t i ng 

i n s t i t u t i o n s and e f f e c t i v e demand f o r t h i s i n d u s t r i a l ou tpu t 

are not be ing c r ea ted at the same r a t e . 

5. The urban food ma rke t i n g sy s tem i n R e c i f e i s i n the e a r l y 

s t a g e s o f m o d e r n i z a t i o n . Large s e l f - s e r v i c e r e t a i l o u t l e t s 

have i n i t i a t e d a g g r e s s i v e p r i c i n g p o l i c i e s and v e r t i c a l l y 

c o o r d i n a t e d sy s tems o f p rocurement . The new R e c i f e w h o l e s a l e 

food s u p p l y cen te r i s not y e t f u l l y i n t e g r a t e d i n t o the 

ma rke t i n g s y s tem. 

6. A g r i c u l t u r a l p r o d u c t i o n methods are s t i l l very p r i m i t i v e i n 

the Rec i f e f oodshed a rea . Modern a g r i c u l t u r a l i n p u t s are 

l a r g e l y u n a v a i l a b l e . Low knowledge l e v e l s among fa rmers and 



p o o r l y c o o r d i n a t e d p r oduc t and i n p u t markets d i s c o u r a g e the 

adop t i on o f new p r o d u c t i o n t e c h n o l o g y . 

7. Some o f the major p o l i c y recommendat ions were as f o l l o w s : 

a. Mod i f y i n d u s t r i a l development programs so t h a t a p o r t i o n 

o f i n ve s tmen t funds are d i r e c t e d toward ma rke t i n g s y s tems 

f o r manufac tu red p r o d u c t s , e s p e c i a l l y a g r i c u l t u r a l i n p u t s 

and l o w - p r i c e d consumer good s . 

b. S t i m u l a t e and r e i n f o r c e the m o d e r n i z a t i o n o f the R e c i f e 

food marke t i ng s y s tem th rough a program p r o v i d i n g c r e d i t 

and t e c h n i c a l a s s i s t a n c e to food r e t a i l e r s w i th emphas i s 

on i n c r e a s i n g s i z e of o p e r a t i o n s and r a t i o n a l i z i n g the 

r e l a t e d w h o l e s a l i n g f u n c t i o n s . 

c. Improve per formance i n r u r a l a s sembly markets by expand-

i n g and s t r e n g t h e n i n g the e x i s t i n g government p r i c e 

s t a b i l i z a t i o n programs f o r s t a p l e food c r o p s , d e v e l o p i n g 

a market i n f o r m a t i o n sy s tem l i n k i n g i n t e r i o r t r a d i n g 

c e n t e r s w i t h R e c i f e , and imp ro v i n g v i l l a g e - t o - m a r k e t 

convergence cen te r r o a d s . 

d. G ive h i gh p r i o r i t y to a program o f a c c e l e r a t e d a g r i c u l -

t u r a l r e s e a r c h f o r the t e s t i n g o f new crop v a r i e t i e s , 

f e r t i l i z e r s , e t c . , a l ong w i th a program to p r o v i d e t e c h -

n i c a l i n f o r m a t i o n to fa rmer s and c r e d i t f o r i n p u t p u r -

cha se s . 

8. A s y s tems model o f the R e c i f e f oodshed area was deve loped as 

a too l f o r s i m u l a t i n g the p o s s i b l e economic e f f e c t s o f 

s e l e c t e d ma r ke t i n g re fo rm recommendat ions . 

9. The reader s e e k i n g a summary o f the d i a g n o s t i c s t u d i e s and the 

r e l a t e d recommendat ions i s d i r e c t e d to Chapter s 6 , 10 and 12. 



MSU R e s e a r c h e r s i n t e r v i e w a squash w h o l e s a l e r i n the R e c i f e market . 

The Cen t ra l Area o f R e c i f e , the Reg i ona l T r ad i n g Cente r and 
government h e a d q u a r t e r s f o r N o r t h e a s t B r a z i l . 



S t r e e t f a i r ( f e i r a ) i n R e c i f e where both food and l o w - p r i c e d 
consumer goods are s o l d . 

A r e t a i l e r s t a l l i n a R e c i f e p u b l i c market . 



A warehouse b u i l d i n g i n the new CARE w h o l e s a l e food d i s t r i b u t i o n 
c e n t e r t h a t w i l l s e r ve R e c i f e . 

Shopper s i n a modern 
supe rmarke t (Bom P re$o ) 
buy i n g t r a d i t i o n a l 
foods ( r i c e , bean s , 
manioc f l o u r ) i n con -
s u m e r - s i z e d package s . 

( R e c i f e ) 



Farmers h a u l i n g beans to v i l l a g e market . ( A l a g o a s ) 

Load i ng f r e s h v e g e t a b l e s f o r t r a n s s h i p m e n t from a r u r a l a s sembly 
market to R e c i f e . ( V i t t o r i a , a t r a d i n g c en te r i n the s t a t e o f 
Pernambuco) 



P e e l i n g man ioc r o o t s — the f i r s t s t e p i n the p r o c e s s i n g o f man ioc 
f l o u r a t a m i l l l o c a t e d i n Pernambuco. 

Fa rmer s b u y i n g hand t o o l s a t the week l y f e i r a i n C a r u a r u , Pernambuco. 



CHAPTER 1 

INTRODUCTION 

Purpose o f S tudy 

T h i s r e p o r t summarizes a d i a g n o s t i c s t udy o f the ma rke t i n g 

s y s t em l i n k i n g a l a r g e urban cen te r i n N o r t h e a s t B r a z i l w i th the 

r u r a l area p r o v i d i n g most o f i t s food s u p p l y . There were two 

major pu rpo se s f o r the s t u d y : one was to d e s c r i b e and ana l y ze 

the e x i s t i n g m a r k e t i n g s y s tem i n N o r t h e a s t B r a z i l as a b a s i s f o r 

f o r m u l a t i n g improvement recommendat ions t h a t would c o n t r i b u t e to 

r e g i o n a l development g o a l s ; the o t he r was to c o n t r i b u t e to a more 

u s e f u l c o n c e p t u a l i z a t i o n o f market p r o c e s s e s i n economic d e v e l o p -

ment. 

The s t udy was conducted by a j o i n t t a s k f o r c e composed o f 

t e c h n i c i a n s from SUDENE, the N o r t h e a s t B r a z i l p l a n n i n g and d e v e l -

opment a gency , and s t a f f members from M i c h i g a n S t a t e U n i v e r s i t y . 1 

The work was f i n a n c i a l l y s u p p o r t e d by A ID/Wash i ng ton w i t h a d d i -
? 

t i o n a l f u n d i n g th rough B r a z i l i a n c o u n t e r p a r t f u n d s . 

The p r o j e c t was f o cu sed on R e c i f e , a r e g i o n a l urban cen te r 

of about one m i l l i o n p e o p l e , and on the n i n e - s t a t e area which 

makes up the n o r t h e a s t e r n r e g i o n o f B r a z i l . The t o t a l p o p u l a t i o n 

o f the N o r t h e a s t i s about 27 m i l l i o n , w i t h t w o - t h i r d s l i v i n g i n 

r u r a l a r e a s . The N o r t h e a s t c o n t i n u e s to be one o f the p o o r e s t 

a rea s i n B r a z i l , w i t h annual income a v e r a g i n g between $100 and 

$150 per p e r s o n . 

The r e g i o n a l development p l a n s p repa red by SUDENE have g i v e n 

p r ima ry emphas i s to i n f r a s t r u c t u r e and to s e c t o r a l e f f o r t s to 

expand a g r i c u l t u r a l and i n d u s t r i a l p r o d u c t i o n . However, the T h i r d 

Ma s te r P l a n ( 1966 ) made e x p l i c i t r e c o g n i t i o n o f the need f o r 

g r e a t e r emphas i s on m a r k e t i n g . The concern f o r ma rke t i n g was f u r -

t h e r expanded i n the Fou r th Mas te r P l an ( 1 9 6 8 ) . 

The convergence o f B r a z i l i a n and AID i n t e r e s t s i n ma rke t i n g 

s e r v e d as the b a s i s f o r the i n i t i a t i o n o f the p r o j e c t d e s c r i b e d i n 

t h i s r e p o r t . T h i s chap te r summar izes the conceptua l backg round 

f o r the program and o r g a n i z a t i o n o f the r e s e a r c h a c t i v i t y . 

See Acknowledgements , p. i v . 

See Foreword, p. i i i . 



M a r k e t P r o c e s s e s i n Economic and S o c i a l Deve lopment 

The exchange s y s t e m and r e l a t e d ma rke t p r o c e s s e s t a ke on 

i n c r e a s i n g i m p o r t a n c e as a t r a d i t i o n a l a g r a r i a n s o c i e t y i s t r a n s -

fo rmed i n t o a modern i n d u s t r i a l s o c i e t y . The i n c r e a s i n g p r o p o r -

t i o n o f the p o p u l a t i o n l i v i n g i n u rban c e n t e r s and r i s i n g l e v e l s 

o f i ncomes r e q u i r e more h i g h l y o r g a n i z e d c h a n n e l s f o r p r o c e s s i n g 

and d i s t r i b u t i n g a g r i c u l t u r a l p r o d u c t s . A l s o , as a g r i c u l t u r e 

becomes more s p e c i a l i z e d and a d o p t s modern p r o d u c t i o n m e t h o d s , 

t h e r e i s an i n c r e a s i n g f l o w o f i n d u s t r i a l l y p r o d u c e d i n p u t s f rom 

the c i t i e s to the c o u n t r y s i d e . The i n c r e a s i n g i n t e r d e p e n d e n c e 

o f ma jo r s e c t o r s o f the economy, s u c h as a g r i c u l t u r e and i n d u s t r y , 

r e q u i r e s an e f f e c t i v e s y s t e m o f e xchange to c o o r d i n a t e p r o d u c t i o n 

and d i s t r i b u t i o n a c t i v i t i e s . 

Economic V i e w p o i n t s on M a r k e t i n g and Deve lopment 

The m a r k e t i n g s y s t e m i s the p r i m a r y mechan i sm f o r the c o o r -

d i n a t i o n o f p r o d u c t i o n , d i s t r i b u t i o n and c o n s u m p t i o n o f goods and 

s e r v i c e s . From an economic v i e w p o i n t , m a r k e t i n g i n c l u d e s the e x -

change a c t i v i t i e s a s s o c i a t e d w i t h the t r a n s f e r o f p r o p e r t y r i g h t s , 

the p h y s i c a l h a n d l i n g and t r a n s f o r m a t i o n o f p r o d u c t s , and the i n -

s t i t u t i o n a l a r r a n g e m e n t s f o r f a c i l i t a t i n g t h e s e a c t i v i t i e s . But 
3 

marke t p r o c e s s e s are embedded i n the l a r g e r s o c i a l s y s t e m . Com-

m u n i c a t i o n l i n k a g e s and the r e l a t e d i n f o r m a t i o n f l o w s are c r i t i c a l 

to the c o o r d i n a t i o n o f the p r o d u c t i o n and d i s t r i b u t i o n o f a l l goods 

and s e r v i c e s . A l s o , b u y i n g and s e l l i n g a c t i v i t i e s become an i m p o r -

t a n t p a r t o f s o c i a l p r o c e s s e s , e s p e c i a l l y i n l e s s d e v e l o p e d s o c i e -

t i e s , where l o c a l ma r ke t p l a c e s a re o f t e n i m p o r t a n t c e n t e r s o f 

s o c i a l i n t e r c h a n g e . 

E c o n o m i s t s o r i e n t e d to the w o r k i n g s o f the p e r f e c t l y c o m p e t i -

t i v e ma r ke t model have t ended to a t t r i b u t e a p a s s i v e r o l e to " m a r -

k e t i n g " as p a r t o f the economic deve l opmen t p r o c e s s . The r e l a t i v e 

n e g l e c t o f m a r k e t i n g by economic p l a n n e r s was no t ed by H o l t o n i n 

the e a r l y 1 9 5 0 s . He p o i n t e d ou t the i n c e n t i v e r o l e o f m a r k e t i n g 

and s u g g e s t e d t h a t i f market c h a n n e l s were l e s s t o r t u o u s and l e s s 4 
c o s t l y to n a v i g a t e , more goods m i g h t f l o w t h r o u g h them. 

3 
A l l e n Schmid and James S h a f f e r , " M a r k e t i n g i n S o c i a l P e r -

s p e c t i v e , " Agricultural Market Analysis, ed. Vernon S o r e n s o n ( E a s t 
L a n s i n g : Bu reau o f B u s i n e s s and Economic R e s e a r c h , M i c h i g a n S t a t e 
U n i v e r s i t y , 1 9 6 4 ) , ch. 2 . 

^ R i c h a r d H o l t o n , " M a r k e t S t r u c t u r e and Economic D e v e l o p m e n t , " 
Quart. Jour. Eoon.s v o l . 67 ( A u g u s t , 1 9 5 3 ) , pp. 3 3 4 - 6 1 . 
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J . C . A b b o t t has a l s o a r g u e d t h a t n a t i o n a l p l a n n i n g t e c h -

n i q u e s f o r imp rovement s i n m a r k e t i n g i s a n e g l e c t e d s u b j e c t . 

G e t t i n g i n t e g r a t i o n o f the e x p a n s i o n o f market f a c i l i t i e s w i t h 

e x p a n s i o n o f p r o d u c t i o n i s v i t a l f o r s u s t a i n e d momentum. I n 

p a r t , t h i s n e g l e c t may r e f l e c t a t r a d i t i o n a l r e l u c t a n c e to e n t e r 

i n t o the d e t a i l s o f m a r k e t i n g on the p a r t o f g e n e r a l e c o n o m i s t s 

who s t i l l c a r r y o v e r the c l a s s i c a l v i ew t h a t p r o d u c t i o n i s what 
5 

m a t t e r s — c o n s u m p t i o n i s m a i n l y a q u e s t i o n o f income d i s t r i b u t i o n . 

C o l l i n s and H o l t o n have q u e s t i o n e d the v a l i d i t y o f a s s u m i n g 

t h a t m a r k e t i n g f i r m s w i l l a u t o m a t i c a l l y s p r i n g up i n r e s p o n s e to 

p r i c e i n c e n t i v e s and p r o v i d e e f f e c t i v e l i n k a g e s between p r o d u c e r s c 
and the u l t i m a t e con sumer . These a u t h o r s c o n t e n d t h a t d i s t r i b u -

t i o n can p l a y an a c t i v e r o l e i n e conom ic deve l opment by c h a n g i n g 

demand and c o s t f u n c t i o n s i n bo th a g r i c u l t u r e and m a n u f a c t u r i n g 

i n a way f a v o r a b l e to e x p a n s i o n . They advance s e v e r a l r e a s o n s 

why they b e l i e v e t h a t the d i s t r i b u t i o n s e c t o r may no t r e s p o n d to 

market i n c e n t i v e s . These a re summar i zed be l ow : 

1. The ab sence o f g r a d i n g s y s t e m s , s t a n d a r d w e i g h t s and 
measu re s and an adequa te l e g a l code c o v e r i n g c o n t r a c t 
r i g h t s and o b l i g a t i o n s c o m p l i c a t e s n e g o t i a t i o n s between 
b u y e r s and s e l l e r s . T h i s l i m i t s the s c a l e a t t a i n a b l e 
by a f i r m w i t h a g i v e n amount o f m a n a g e r i a l r e s o u r c e s . 

2 . The p r i c e mechan i sm a l o n e may no t i n d u c e the i n d i v i -
dual f i r m to e s t a b l i s h c e r t a i n a u x i l i a r y s e r v i c e s , s u c h 
as the p r o v i s i o n o f marke t i n f o r m a t i o n , becau se the 
b e n e f i t s d i f f u s e among the e n t i r e i n d u s t r y . Hence , the 
p r o f i t a c c o u n t o f the i n i t i a t i n g f i r m may n o t a c c u r a t e -
l y r e f l e c t the g a i n s f rom the s e r v i c e . 

3 . P r i v a t e e n t r e p r e n e u r s may be b l o c k e d f rom a d o p t i n g 
s i g n i f i c a n t i n n o v a t i o n s e i t h e r becau se the i n i t i a l 
i n v e s t m e n t r e q u i r e d i s too l a r g e r e l a t i v e to t h e i r 
c r e d i t s o u r c e s , o r becau se t hey may p r e f e r the s t a t u s 
quo to the u n c e r t a i n t i e s o f i n n o v a t i o n . 

4 . A s h o r t a g e o f m a n a g e r i a l r e s o u r c e s may cau se s u c c e s s -
f u l me r chan t s to i n v e s t , no t i n d i s t r i b u t i o n c h a n g e s , 
bu t i n r e a l e s t a t e , f o r e i g n s e c u r i t i e s , o r o t h e r i n -
v e s t m e n t s . Not o n l y do t h e s e i n v e s t m e n t s make more 
l i m i t e d demands on t h e i r m a n a g e r i a l t i m e , bu t r i s k s 
a re a l s o d i v e r s i f i e d . 

5 
J . C . A b b o t t , "The Deve lopment o f M a r k e t i n g I n s t i t u t i o n s , " 

Agricultural Development and Economic Growth3 ed . Herman S o u t h -
wo r th and B . F . J o h n s t o n ( I t h a c a , New Y o r k : C o r n e l l U n i v e r s i t y 
P r e s s , 1 9 6 7 ) , ch . 1 0 , p. 393 . 

6 N . R . C o l l i n s and R .H . H o l t o n , " P r o g r a m m i n g Changes i n M a r -
k e t i n g i n P l a n n e d Economic D e v e l o p m e n t , " Kyklos, v o l . 1 6 , J a n u a r y , 
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5 . P o t e n t i a l i n n o v a t o r s may be d i s c o u r a g e d becau se i m i -
t a t o r s may e n t e r the i n d u s t r y and q u i c k l y bea t down 
m a r g i n s b e f o r e the i n n o v a t o r can recoup h i s i n i t i a l 
i n v e s t m e n t o r o u t l a y . I n a d d i t i o n , the i n n o v a t o r may 
have c o n t r o l o v e r o n l y a l i m i t e d p o r t i o n o f the d i s -
t r i b u t i o n c h a n n e l , w h i l e , f o r h i s i n n o v a t i o n to be 
e f f e c t i v e , i t must be c o o r d i n a t e d w i t h change s i n 
o t h e r s t a g e s o f the m a r k e t i n g p r o c e s s . 

6 . C o m p l i c a t e d l i c e n s i n g p r o c e d u r e s and c l o s e d s o c i o -
economic g r o u p s c o l l e c t i v e l y r e s i s t c o m p e t i t i v e i n -
t r u s i o n by f i r m s s uch as s u p e r m a r k e t s , w h i c h r e p r e s e n t 
a s i g n i f i c a n t and t h r e a t e n i n g i n n o v a t i o n . 

7. The a u t o m a t i c t r a n s f o r m a t i o n o f the m a r k e t i n g s y s t e m 
may be impeded i f d i s t r i b u t i o n e n j o y s g r e a t e r e conomie s 
o f s c a l e than p r o d u c t i o n . I n t h i s e v e n t , the p r o p e r 
k i n d o f d i s t r i b u t i v e s y s t e m may no t d e v e l o p u n t i l t he 
new p a t t e r n o f p r o d u c t i o n has a l r e a d y been e s t a b l i s h e d . 
I n t u r n , the e s t a b l i s h m e n t o f a new p r o d u c t i o n p a t t e r n 
may depend on the e x i s t e n c e o f the r i g h t k i n d o f d i s -
t r i b u t i v e s e c t o r . 7 

C o l l i n s and H o l t o n a l s o s u g g e s t t h a t p u b l i c p o l i c y may need 

to p r o v i d e the n e c e s s a r y d e v i c e s to t r a n s f o r m an i n t e r r e l a t e d 

p r o d u c t i o n - d i s t r i b u t i o n s y s t e m . Deve lopment p l a n s wh i ch do g i v e 

a t t e n t i o n to a g r i c u l t u r a l m a r k e t i n g p r ob l ems too o f t e n empha s i z e 

s i m p l e c o s t - r e d u c t i o n d e v i c e s o r c a l l f o r imp roved p h y s i c a l d i s -

t r i b u t i o n f a c i l i t i e s . Such deve l opment p l a n s do no t seem to f u l l y 

a p p r e c i a t e the deg ree to wh i ch e x t e r n a l i t i e s a f f e c t the m a r k e t i n g 

p r o c e s s . The m a r k e t i n g f i r m i s v i t a l l y a f f e c t e d by o r g a n i z a t i o n a l , 

o p e r a t i o n a l and i n s t i t u t i o n a l change s among i t s s u p p l i e r s as w e l l 

as c u s t o m e r s . T h u s , change s i n the economic s t r u c t u r e o f i t s s u p -

p l y i n d u s t r y ( o r demand s e c t o r ) may have s i g n i f i c a n t i m p l i c a t i o n s 

f o r the i n d i v i d u a l m a r k e t i n g f i r m . S i m i l a r l y , the s i z e and c o n -

duc t o f c ompe t i n g m a r k e t i n g f i r m s can be an i m p o r t a n t f a c t o r d e t e r -

m i n i n g a c t i o n s o f i n d i v i d u a l market o p e r a t o r s . F i n a l l y , the many 

a c t i o n s o f the p u b l i c s e c t o r have an i m p o r t a n t e x t e r n a l e f f e c t on 

a l l s e c t o r s o f an economy, i n c l u d i n g the m a r k e t i n g s e c t o r . 

S p e c i f i c a l l y , the r u l e s o f e x c h a n g e , the r e g u l a t i o n o f com-

p e t i t i o n , and the n a t u r e o f the m a r k e t i n g i n f r a s t r u c t u r e ( t r a n s -

p o r t f a c i l i t i e s , s t o r a g e , e t c . ) a re i m p o r t a n t e x t e r n a l f a c t o r s 

a f f e c t i n g the o v e r - a l l o r g a n i z a t i o n o f the m a r k e t i n g s y s t e m . The 

c r i t i c a l need , t h e n , seems to be the d e s i g n o f deve l opment p l a n s 

w h i c h r e c o g n i z e and use s u c h e x t e r n a l i t i e s i n c r e a t i n g a k i n d o f 

c h a i n r e a c t i o n i n the m a r k e t i n g s y s t e m wh i ch w i l l l e a d to the k i n d 

1Ibid.3 p p . 3 6 3 - 3 6 6 . 



o f o r g a n i z a t i o n a l and o p e r a t i o n a l improvement s among m a r k e t i n g 

f i r m s t h a t w i l l c o n t r i b u t e t o o v e r - a l l e conomic g r o w t h . 

The i m p o r t a n c e o f m a r k e t i n g i n a g r i c u l t u r a l deve l opment has 

a l s o been e x p l i c i t l y r e c o g n i z e d by o t h e r deve lopment a u t h o r i t i e s . 

I n a r e c e n t r e p o r t to the P r e s i d e n t o f the U n i t e d S t a t e s on the 

w o r l d f o o d p r o b l e m , a g roup o f o u t s t a n d i n g s c i e n t i s t s made the 

f o l l o w i n g o b s e r v a t i o n : 

The improvement o f f o od s t o r a g e , p r o c e s s i n g and 
d i s t r i b u t i o n s y s t e m s i n t h e d e v e l o p i n g n a t i o n s i s as 
i m p o r t a n t as i n c r e a s i n g p r o d u c t i o n . The encou ragement 
o f p r i v a t e i n v e s t m e n t to d e v e l o p f a c i l i t i e s f o r s t o r i n g , 
p r o c e s s i n g and d i s t r i b u t i n g goods d e s e r v e s a h i g h 
p r i o r i t y . Government s o f d e v e l o p i n g c o u n t r i e s must 
p r o v i d e a c l i m a t e h o s p i t a b l e to the k i n d s o f p r i v a t e 
e n t e r p r i s e s t h a t can s t i m u l a t e change f rom a s u b s i s t e n c e -
o r i e n t e d f a r m i n g economy to a m a r k e t - o r i e n t e d o n e . 8 

J . C . A b b o t t has f u r t h e r d e t a i l e d some o f the r e c e n t v i ews on 

the i m p o r t a n c e o f m a r k e t i n g i n a g r i c u l t u r a l d e v e l o p m e n t . He w r i t e s 

as f o l l o w s : 

( 1 ) Cash r e t u r n s to p r o d u c e r s depend on t h e i r goods 
r e a c h i n g a c on sumer . So the s u c c e s s o f a p r o j e c t to 
change a p h y s i c a l p r o d u c t i o n p a t t e r n depends on an 
e f f e c t i v e o r g a n i z a t i o n to b r i d g e the gap between the 
p r o d u c e r s and the c o n s u m e r s . T h i s gap may be o f v a r y -
i n g w i d t h and c o m p l e x i t y . 

( 2 ) D e t a i l e d market knowledge and r e s e a r c h i s e s s e n -
t i a l i n d e t e r m i n i n g wh i ch p r o d u c t s to grow and wh i ch 
v a r i e t i e s o f t he se p r o d u c t s . O t h e r m a r k e t i n g f a c t o r s -
ea se o f h a n d l i n g , d u r a b i l i t y i n t r a n s p o r t , s u i t a b i l i t y 
f o r p r o c e s s i n g - - a l s o have to be t aken i n t o a c c o u n t . 

( 3 ) The c o s t o f m a r k e t i n g can c a n c e l o u t e f f i c i e n c y 
i n p r o d u c t i o n . No ma t t e r how s u i t a b l e an a rea may be 
f o r p r o d u c t i o n and how a c c e p t a b l e the p r o d u c t i n c on -
sumer m a r k e t s , i f the c o s t o f g e t t i n g i t to t h o s e mar -
k e t s t a k e s too h i g h a s h a r e o f the f i n a l p r i c e , then 
p r o d u c t i o n may be uneconom ica l e x c e p t on a s u b s i s t e n c e 
b a s i s . E x c e s s i v e l o s s e s i n t r a n s p o r t to the m a r k e t , 
heavy i n v e s t m e n t and o p e r a t i n g c o s t s o f equ ipment and 
o r g a n i z a t i o n to reduce such l o s s e s , and h i g h m a r g i n s 
and r i s k a l l o w a n c e s due to an i n e f f i c i e n t m a r k e t i n g 
s t r u c t u r e are some o f the more o b v i o u s c o s t o b s t a c l e s . 

( 4 ) G r e a t l y imp roved m a r k e t i n g o r g a n i z a t i o n s may be 
e s s e n t i a l to t ake f u l l a d van t a ge o f f a v o r a b l e p r o d u c -
t i o n o p p o r t u n i t i e s . I n many s i t u a t i o n s t h e r e i s a 
need no t so much to reduce the c o s t o f m a r k e t i n g as 
p e r f o r m e d a t p r e s e n t , bu t to d e v e l o p more e l a b o r a t e 
and c o m p r e h e n s i v e l y o r g a n i z e d m a r k e t i n g s y s t e m s . For 
f r e s h f r u i t s and v e g e t a b l e s , f o r e xamp le , t h e s e must 

o 
R e p o r t o f the Panel on the Wor ld Food S u p p l y , P r e s i d e n t ' s 

S c i e n c e A d v i s o r y Commit tee , The World Food Problem ( W a s h i n g t o n , 
D . C . : U . S . Government P r i n t i n g O f f i c e , 1 9 6 7 ) . 



o f t e n i n c l u d e u n i f o r m and p r e c i s e g r a d i n g , p a c k i n g , 
t e m p e r a t u r e c o n t r o l i n t r a n s i t , t i m i n g and a d j u s t m e n t 
o f t o t a l q u a n t i t i e s d e l i v e r e d to p a r t i c u l a r m a r k e t s , 
and c o n s i s t e n t and t h o r o u g h s a l e s p r o m o t i o n . 

( 5 ) D i s t r i b u t i v e o r g a n i z a t i o n to f u r n i s h p r o d u c t i o n 
s u p p l i e s and c o n s u m p t i o n r e q u i r e m e n t s i s a l s o needed. 
I f f e r t i l i z e r , i n s e c t i c i d e s , f a rm m a c h i n e r y and t o o l s 
a re no t r e a d i l y a v a i l a b l e a t low c o s t , the a g r i c u l -
t u r a l p r o d u c t i o n t a r g e t s on wh i ch a p r o j e c t i s ba sed 
may n e v e r be a t t a i n e d . I f a s u i t a b l e r ange o f consumer 
goods i s n o t o b t a i n a b l e c o n v e n i e n t l y and i n e x p e n s i v e l y , 
then s e t t l e r s a c cu s t omed to a f a i r l y h i g h l e v e l o f 
l i v i n g a re l i k e l y to be d i s s a t i s f i e d and to come under 
f a m i l y p r e s s u r e to l e a v e the p r o j e c t a r e a . Where s e t -
t l e r s come f rom n e a r - s u b s i s t e n c e e n v i r o n m e n t s , m a i n t e -
nance o f an a t t r a c t i v e and v a r i e d d i s p l a y o f consumer 
goods a t a r ange o f p r i c e s can be a major s t i m u l u s to 
p r o d u c t i v e e f f o r t . There may be l i t t l e i n c e n t i v e to 
o b t a i n income beyond s u b s i s t e n c e needs where the p r i c e s 
o f the n e x t r a n k o f c o n s u m p t i o n i t e m s seem v e r y h i g h o r 
the goods wh i ch n o r m a l l y o ccupy the n e x t r a n k - - t e x t i 1 e s , 
d o m e s t i c h a r d w a r e , cheap j e w e l r y and o r n a m e n t s - - a r e 
unknown and u n a v a i 1 a b l e . 9 

M a r k e t i n g and S o c i a l P r o c e s s 

M a r k e t p r o c e s s e s a re i n t i m a t e l y l i n k e d w i t h f a c t o r s wh i ch 

e x t e n d beyond t r a d i t i o n a l e conomic c o n c e r n s i n t o the c u l t u r a l and 

p s y c h o l o g i c a l makeup o f marke t p a r t i c i p a n t s , t h e i r s o c i a l s t r u c -

t u r a l r e l a t i o n s h i p s , and t h e i r c o m m u n i c a t i o n b e h a v i o r . I n g e n e r a l , 

t h e s e c o n c e r n s can pose f o r m i d a b l e b a r r i e r s to a c h i e v i n g economic 

g a i n s , and hence a re among the i m p o r t a n t f o c i o f marke t s y s t e m 

d i a g n o s i s and r e f o r m r e c o m m e n d a t i o n s . Some o f t h e s e c o n c e r n s a r e : 

L i t e r a c y , wh i ch i s u s u a l l y a t low l e v e l s i n d e v e l o p -

i n g c o u n t r i e s , p a r t i c u l a r l y i n the r u r a l a r e a s . The 

i n a b i l i t y to use p r i n t e d mes s age s (wh i ch are more 

s t o r a b l e and r e t r i e v a b l e than r a d i o b r o a d c a s t s o r o t h e r 

m e s s a g e s ) can s e r i o u s l y hamper the t r a n s f e r o f new i d e a s 

and t e c h n o l o g y o r the l e a r n i n g o f e x i s t i n g t e c h n i q u e s 

by new e n t r a n t s i n t o the s y s t e m . 

2. A c h i e v e m e n t d e s i r e s , wh i ch a re t y p i c a l l y d e p r e s s e d i n 

most d e v e l o p i n g c o u n t r i e s . P a r t o f t h i s l a c k o f a c h i e v e -

ment o r i e n t a t i o n may be due to a r a t i o n a l a p p r a i s a l o f 

the e n v i r o n m e n t ; o r i t may be f o c u s e d on the a c h i e v e m e n t 

o f o t h e r than economic g o a l s , e . g . , a c c e p t a n c e by o t h e r s . 

g 
J . C . A b b o t t , " M a r k e t i n g and A rea Deve lopment S t u d i e s , " 

Toward S c i e n t i f i c Marketing3 ed. S t ephen A. G r e y s e r ( C h i c a g o : 
Ame r i c an M a r k e t i n g A s s o c i a t i o n , 1 9 6 4 ) , pp. 4 2 5 - 4 2 6 . 



3. Coopera t i v i sm, which i s a n e c e s s a r y i n g r e d i e n t i n 

t a c k l i n g p r o j e c t s beyond the scope of i n d i v i d u a l s . 

A l a c k o f c o o p e r a t i v i s m h i n d e r s the c o o r d i n a t i o n and 

i n t e g r a t i o n o f a c t i o n s r e q u i r e d to c l e a r new a reas 

of l a n d , comb in ing p u r c h a s i n g to a ch i eve lower u n i t 

c o s t s , e t c . 

4. Fa ta l i sm , o r the s e t o f b e l i e f s i n d i c a t i n g t h a t the 

env i ronment i s beyond the i n d i v i d u a l ' s c o n t r o l . 

Hence, the re i s l i t t l e r ea son to t r y to cope w i th 

o r man ipu l a te o n e ' s e n v i r onmen t . I n s t e a d , what i s 

needed i s a b e l i e f t h a t one can improve o n e ' s l o t 

i n l i f e and a c o r r e s p o n d i n g w i l l i n g n e s s to attempt 

new ways o f t h i n k i n g and b e h a v i n g . 

5. I n n o v a t i vén'e's s , o r the tendency to choose d i f f e r e n t 

and p o t e n t i a l l y improved p r a c t i c e s and u t i l i z e them 

s u c c e s s f u l l y i n pe r s ona l economic l i f e . 

6 . Mass media, which are a p r i n c i p a l means o f c o n v e y i n g 

economic i n f o r m a t i o n , knowledge about consumer goods 

and d e t a i l s o f l i f e s t y l e s i n the l a r g e s o c i e t y . I n 

many d e v e l o p i n g c o u n t r i e s the re i s a l a c k o f mass 

media a v a i l a b i l i t y and the media are se ldom e f f i c i e n t -

l y used to f o s t e r market c o o r d i n a t i o n . 

U s i n g c o n s i d e r a t i o n s such as tho se d e s c r i b e d above, i t i s 

i m p o r t a n t to examine many o f the p e r c e p t i o n s and p r e d i s p o s i t i o n s 

of market p a r t i c i p a n t s . At the same t ime, env i r onmen ta l c o n d i -

t i o n s must be o b j e c t i v e l y a p p r a i s e d , and then compared w i th the 

v iews o f market p a r t i c i p a n t s . Where env i r onmen ta l c o n d i t i o n s seem 

to be a c c u r a t e l y p e r c e i v e d , i t i s c l e a r t h a t these c o n d i t i o n s may 

we l l have to be changed be fo re i t i s r e a s o n a b l e to expec t the mar-

ket p a r t i c i p a n t s to change. However, where there i s a d i s c r e p a n c y 

between env i r onmen ta l c o n d i t i o n s and the p e r c e p t i o n o f market 

p a r t i c i p a n t s ( e . g . , where c r e d i t i s a v a i l a b l e but goes u n u t i l i z e d 

because o f l a c k o f knowledge, u n w i l l i n g n e s s to go i n t o deb t , e t c . ) , 

then i t i s impo r t an t to e x e r c i s e the a p p r o p r i a t e communicat ion l i n k -

ages and reduce t h i s d i s c r e p a n c y . 

M a r k e t i n g and Economic Development Goa l s 

The per formance o f ma r ke t i n g p r o c e s s e s can o n l y be e v a l u a t e d 

a g a i n s t the economic , s o c i a l and p o l i t i c a l g o a l s o f a p a r t i c u l a r 

s o c i e t y . These g o a l s are d i f f i c u l t to i d e n t i f y i n a c l e a r , o b j e c t i v e 



manner. However , as a g e n e r a l o r i e n t a t i o n f o r c o m p a r a t i v e s t u d i e s 

o f m a r k e t i n g s y s t e m s i n L a t i n A m e r i c a , f o u r e conom ic deve l opment 

g o a l s have been s e l e c t e d to g i v e d i r e c t i o n to the d i a g n o s t i c 

s t u d i e s . They a re as f o l l o w s : 

1. G r o s s p r o d u c t g r o w t h - - M o s t L a t i n Amer i c an c o u n t r i e s have 

e s t a b l i s h e d t a r g e t g rowth r a t e s o f a t l e a s t 5% a n n u a l l y 

i n t o t a l p r o d u c t and 2 - 1 / 2 % pe r c a p i t a pe r y e a r . 

2 . F u l l employment o f 1 a b o r - - S i n c e most l e s s d e v e l o p e d 

c o u n t r i e s e x p e r i e n c e h i g h r a t e s o f unde remp lo ymen t , 

deve l opment p r og r ams must c o n s t a n t l y be examined i n 

terms o f t h e i r e f f e c t on emp loyment . 

3. R i s i n g l e v e l s o f p r o d u c t i v i t y - - T h e a c h i e v e m e n t o f s a t i s -

f a c t o r y g r o s s p r o d u c t g rowth r a t e s and r i s i n g l e v e l s o f 

r e a l income per c a p i t a r e q u i r e the a d o p t i o n o f new t e c h -

n o l o g y and new o r g a n i z a t i o n a l methods to r a i s e p r o d u c t i -

v i t y . 

4 . L e s s c o n c e n t r a t e d d i s t r i b u t i o n o f i n c o m e - - T h i s goa l no t 

o n l y c o n t r i b u t e s to g r e a t e r s o c i a l and p o l i t i c a l s t a b i -

l i t y , bu t a l s o to the a c c e l e r a t i o n o f economic g rowth 

as p u r c h a s i n g power i s s h i f t e d toward i n d i v i d u a l s w i t h 

h i g h e r p r o p e n s i t i e s to consume. 

The ways t h a t m a r k e t i n g r e f o r m p rog r ams can c o n t r i b u t e to 

the a ch i e vemen t o f t h e s e g o a l s a re e x p l a i n e d i n the f o l l o w i n g s e c -

t i o n . 

Towards a M a r k e t O r i e n t a t i o n i n Deve lopment S t r a t e g y 

N a t i o n a l M a r k e t I n t e g r a t i o n 

W a l t e r R o s t o w ' s p r o p o s a l f o r a n a t i o n a l marke t i n t e g r a t i o n 

app roach to the deve l opment o f L a t i n Ame r i c an c o u n t r i e s p r o v i d e s a 

r e l e v a n t o r i e n t a t i o n f o r t h i s p r o j e c t . ^ 0 Rostow has made the f o l -

l o w i n g d i a g n o s t i c o b s e r v a t i o n s d e s c r i b i n g c o n d i t i o n s i n t h e s e 

c o u n t r i e s : 

F i r s t , t h e r e i s some i n d u s t r i a l c a p a c i t y , u s u a l l y 
d e v e l o p e d to s u b s t i t u t e f o r the i m p o r t o f c e r t a i n k i n d s 
o f c o n s u m e r s ' g o o d s . . . . T h i s bo th s a v e s f o r e i g n e x -
change and p e r m i t s i n d u s t r i a l i z a t i o n to b e g i n , and i t 
i s no g r e a t t r i c k to marke t f o r a r i c h u rban m idd l e c l a s s . 

1 0 W.W. Ro s t ow , View from the Seventh Floor (New Y o r k : H a r p e r 
and Row, 1 9 6 4 ) , pp. 1 3 3 - 3 5 . 
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The s e c o n d c h a r a c t e r i s t i c o f t h e s e c o u n t r i e s i s 
t h a t , l e a v i n g the t e x t i l e s a s i d e , the market f o r t h e s e 
m a n u f a c t u r e d goods i s s m a l l ; and t h e r e i s a t e n d e n c y 
f o r i n d u s t r i a l i z a t i o n to s l o w down once the s u b s t i t u t i o n 
f o r i m p o r t s has m a i n l y t a ken p l a c e . 

A t h i r d c h a r a c t e r i s t i c o f s u ch c o u n t r i e s i s t h a t , 
a l t h o u g h some a g r i c u l t u r a l deve l opmen t i s t a k i n g p l a c e , 
the gap between r u r a l and u rban l i f e i s w i d e n i n g . 

F i n a l l y , as a r e s u l t o f t h i s i m b a l a n c e , men and 
women move f rom the c o u n t r y s i d e to the c i t i e s , where 
o f t e n t hey rema in unemployed and impose a bu rden on 
gove rnment b u d g e t s f o r h o u s i n g , e d u c a t i o n , and s o on , 
even though t hey l i v e i n u rban s l u m s . 

Rostow c o n c l u d e d t h a t what i s needed i s a s t r a t e g y f o r " n a -

t i o n a l market i n t e g r a t i o n . " He has s p e c i f i e d f o u r i n t e r r e l a t e d 

e l e m e n t s t h a t s h o u l d be i n c o r p o r a t e d i n t o a m a r k e t - o r i e n t e d d e v e l -

opment p r o g r am. These e l emen t s a r e : 

1. A b u i l d u p o f a g r i c u l t u r a l p r o d u c t i v i t y . 

2 . A r e v o l u t i o n i n the m a r k e t i n g o f a g r i c u l t u r a l p r o d u c t s . 

3 . A s h i f t i n i n d u s t r i a l o u t p u t t oward s i m p l e a g r i c u l t u r a l 
i n p u t s and cheap consumer goods f o r the mass m a r k e t . 

4 . A r e v o l u t i o n i n m a r k e t i n g methods f o r m a n u f a c t u r e d g o o d s , 
e s p e c i a l l y i n the r u r a l a r e a s . 

I t was R o s t o w ' s o p i n i o n t h a t t h i s p r og r am s h o u l d be accom-

p l i s h e d t h r o u g h a c o m b i n a t i o n o f p u b l i c and p r i v a t e e f f o r t s . How-

e v e r , the s p e c i f i c means f o r a c c o m p l i s h i n g t h e s e p rog ram e l emen t s 

were l e f t f o r f u r t h e r e l a b o r a t i o n and a d a p t a t i o n to the e n v i r o n -

menta l c o n d i t i o n s o f p a r t i c u l a r c o u n t r i e s . T h i s became a p r i n c i -

pa l c o n c e r n o f the s t u d i e s c a r r i e d out by M i c h i g a n S t a t e U n i v e r s i t y 

under c o n t r a c t s w i t h A I D . 

M a r k e t Deve lopment S t r a t e g y 

The f i r s t phase o f the MSU/A ID r e s e a r c h p rog r am was a p i l o t 

s t u d y i n P u e r t o R i c o to examine the r o l e o f f ood m a r k e t i n g i m p r o v e -

ments d u r i n g a p e r i o d o f r a p i d economic d e v e l o p m e n t . The o b s e r v a -

t i o n s and c o n c l u s i o n s f rom t h i s s t u d y c o n t r i b u t e d to the c o n c e p -

t u a l i z a t i o n o f a ma rke t deve l opmen t s t r a t e g y w i t h i n the c o n t e x t o f 

a c o m p r e h e n s i v e app r oach to deve l opmen t p l a n n i n g . 1 1 T h i s c o n c e p -

t u a l f ramework i s d e s c r i b e d be l ow. 

C . S . S l a t e r and H.M. R i l e y et a l . , Food Marketing in the 
Economia Development of Puerto Rico, L a t i n Amer i can S t u d i e s C e n t e r 
R e s e a r c h R e p o r t No. 1 , M i c h i g a n S t a t e U n i v e r s i t y ( E a s t L a n s i n g , 
1968 [ i n p r o c e s s ] ) . 



A c o n c e p t u a l i z a t i o n o f a marke t o r i e n t a t i o n to deve l opment 

s t r a t e g y r e q u i r e s f u r t h e r i d e n t i f i c a t i o n o f the p r o b l e m . T h i s 

p r o b l e m s e t t i n g can be s ummar i zed i n the f o l l o w i n g manner. I n 

l e s s d e v e l o p e d c o u n t r i e s the p r o d u c t i o n and d i s t r i b u t i o n o f l o c a l -

l y p r o d u c e d s t a p l e f o o d s i s u s u a l l y c a r r i e d on by a l a r g e number 

o f s m a l l f i r m s u s i n g t r a d i t i o n a l t e c h n o l o g i e s . A l s o , i n the p o o r e r 

c o m m u n i t i e s , f o o d makes up f rom o n e - h a l f to t w o - t h i r d s o f consumer 

e x p e n d i t u r e s . P r o d u c t i v i t y o f human e f f o r t i s l o w ; h e n c e , i ncomes 

and l e v e l s o f l i v i n g are l ow . A l t h o u g h i n d i v i d u a l s may be m o t i v a t e d 

to t r y to imp rove t h e i r i ncomes and l i v i n g c o n d i t i o n s , they a re 

c o n s t r a i n e d by t h e i r e c o n o m i c , s o c i a l and c u l t u r a l e n v i r o n m e n t . 

A s s o c i a t e d w i t h t h e s e e n v i r o n m e n t a l c o n s t r a i n t s a re low l e v e l s o f 

know ledge and poo r c o m m u n i c a t i o n . Hence , the p r o d u c t i o n - d i s t r i b u -

t i o n s y s t e m s a re u s u a l l y p o o r l y c o o r d i n a t e d and to an o u t s i d e r 

appea r w a s t e f u l and i n e f f i c i e n t . Howeve r , t h i s s t a t e o f a f f a i r s 

may be the c o n s e q u e n c e o f r a t i o n a l d e c i s i o n s by i n d i v i d u a l marke t 

p a r t i c i p a n t s who a re s u b s t a n t i a l l y c o n s t r a i n e d by the h i g h l e v e l s 

o f r i s k and u n c e r t a i n t y e x i s t i n g i n b o t h p r o d u c t and f a c t o r m a r k e t s . 

I n a d d i t i o n to u n c e r t a i n t i e s a s s o c i a t e d w i t h the p h y s i c a l 

a s p e c t s o f an i n n o v a t i o n , s u c h as t e c h n i c a l f e a s i b i l i t y , w e a t h e r 

f a c t o r s , a b i l i t y o r know ledge to "make the i n n o v a t i o n w o r k , " e t c . , 

t h e r e a re u s u a l l y s i g n i f i c a n t u n c e r t a i n t i e s a r i s i n g w i t h i n the 

m a r k e t i n g s y s t e m . Hence , the p o t e n t i a l u s e r o f an i n n o v a t i o n must 

c o n s i d e r u n c e r t a i n t i e s o f the new i n p u t ' s a v a i l a b i l i t y and i t s 

c o s t r e l a t i v e to i t s e x p e c t e d r e t u r n s . On t he o t h e r hand , he i s 

f a c e d w i t h p r i c e u n c e r t a i n t i e s f o r the p r o d u c t he p r o d u c e s . As a 

r e s u l t , the t y p i c a l b u s i n e s s m a n o r f a r m e r w i t h low income and l i t -

t l e c a p i t a l r e s e r v e i s r e l u c t a n t to a c c e p t the r i s k s a s s o c i a t e d 

w i t h t he a d o p t i o n o f i n n o v a t i o n s . B r e w s t e r has e x p l a i n e d t h i s 

b e h a v i o r as f o l l o w s : 

So c l o s e i s l i f e to the bone t h a t t h e i r i m p u l s e 
to t ake a chance on g a i n i n g a who le l o a f f rom new and 
u n t r i e d t e c h n i q u e s i s i n h i b i t e d by a n x i e t y o v e r l o s i n g 
the crumb t hey f e e l s u r e o f g e t t i n g f rom t h e i r o l d 
p r a c t i c e s . And t h i s p r o g r e s s - b l o c k i n g a n x i e t y s tems 
f rom sound economic s e n s e . For i n n o v a t i o n s c a r r y an 
immense r i s k f o r the u n i n i t i a t e d , and the r i s k i s mag-
n i f i e d by the v e r y p o v e r t y they m i g h t e s c a p e by t a k i n g 
i t . O p e r a t i n g at a ba re s u b s i s t e n c e l e v e l , a c rop 
f a i l u r e o r a f a i l u r e to c o v e r the bo r rowed money by 
added h a r v e s t s wou ld be c a l a m i t o u s . 1 2 

1 2 
John M. B r e w s t e r , " T r a d i t i o n a l S o c i a l S t r u c t u r e s as B a r -

r i e r s to C h a n g e , " Agri cultural Development and Economic Growth3 

ed. Herman M. S o u t h w o r t h and B ruce F. J o h n s t o n ( I t h a c a , New Y o r k : 
C o r n e l l U n i v e r s i t y P r e s s , 1 9 6 7 ) , pp. 6 7 - 6 8 . 



T h u s , a p r e l i m i n a r y d i a g n o s i s o f market c o o r d i n a t i o n p r ob l ems 

i n l e s s d e v e l o p e d c o u n t r i e s s u g g e s t s t h a t a low p r o d u c t i v i t y , low 
1 o 

income " e q u i l i b r i u m " e x i s t s . To i n c r e a s e p r o d u c t i v i t y and r a i s e 

i ncomes w i l l p r o b a b l y r e q u i r e major e f f o r t s to i n t r o d u c e new t e c h -

n o l o g i e s and new i n s t i t u t i o n s t h a t wou ld s t a r t a s e r i e s o f a d j u s t -

ments toward a h i g h e r o u t p u t and more p r o d u c t i v e s y s t e m . 

An o v e r - a l l s t r a t e g y t h a t i n c l u d e s f o u r e n t r y p o i n t s i n t o the 

s y s t e m i s s u g g e s t e d by the c o n c e p t u a l a pp r oach d e v e l o p e d i n t h i s 

p r o j e c t . One e n t r y p o i n t i s t he u rban f ood d i s t r i b u t i o n s y s t e m , a 

s e c o n d i s the r u r a l ma r ke t s f o r a s s e m b l y o f a g r i c u l t u r a l p r o d u c t s , 

a t h i r d i s the d i s t r i b u t i o n o f a g r i c u l t u r a l i n p u t s and a f o u r t h i s 

the u rban i n d u s t r i a l s y s t e m . The r a t i o n a l e f o r t h e s e s t r a t e g y e l e -

ments was ba sed upon a d e t a i l e d r e v i e w o f the l i t e r a t u r e and on the 
r e s u l t s o f the f i r s t phase o f t h i s p r o j e c t wh i ch was c o n d u c t e d i n 

14 

P u e r t o Ri co . 

F i g u r e 1 . 1 i s a c o n c e p t u a l i l l u s t r a t i o n o f how a s e r i e s o f 

i n t e r r e l a t e d m a r k e t i n g r e f o r m s can s t i m u l a t e economic g r o w t h . I n 

t h i s e x a m p l e , one o f the i n i t i a l e n t r y p o i n t s i s a p r og r am to r e -

duce f o o d m a r k e t i n g c o s t s t h r o u g h improvement s i n the u rban f ood 

d i s t r i b u t i o n s y s t e m w i t h comp lementa ry r e f o r m s i n the r u r a l a s s e m b l y 

ma r ke t s f o r l o c a l l y p r oduced f o o d s t u f f s . The dynamic a d j u s t m e n t s 

w h i c h m i gh t r e s u l t f rom t h i s m a r k e t i n g r e f o r m p r o g r am are d e s c r i b e d 

be l ow. 

The t r a d i t i o n a l s m a l l - s c a l e and r a t h e r p o o r l y c o o r d i n a t e d 

u rban f ood d i s t r i b u t i o n s y s t e m m i gh t be t r a n s f o r m e d i n t o a more 

e f f i c i e n t s y s t e m t h r o u g h l o a n s and t e c h n i c a l a s s i s t a n c e to p r i v a t e 

o p e r a t o r s , a ccompan ied by an a p p r o p r i a t e consumer e d u c a t i o n p r o -

gram. A s u g g e s t e d s t r a t e g y , ba sed upon o b s e r v e d change s i n bo th 

P u e r t o R i c o and R e c i f e , B r a z i l , i s to f o s t e r the e s t a b l i s h m e n t o f 

a few l a r g e v o l u m e , low m a r g i n s u p e r m a r k e t s a b l e to reduce r e t a i l 

p r i c e s on s t a p l e f o o d s t h r o u g h more e f f i c i e n t p r o c u r e m e n t and h a n -

d l i n g p r o c e d u r e s . These l a r g e r r e t a i l o u t l e t s can a l s o p l a c e a d d i -

t i o n a l downward p r e s s u r e on p r i c e s o f s t a p l e f o o d s by f o l l o w i n g a 

p r i c i n g p o l i c y o f low m a r g i n s on t h e s e i t ems w h i l e c h a r g i n g h i g h e r 

m a r g i n s f o r o t h e r f o o d and n o n - f o o d i t e m s . Such a d i f f e r e n t i a l 

p r i c i n g p o l i c y f a v o r s the low income f a m i l i e s who must l i m i t t h e i r 

f ood e x p e n d i t u r e s a l m o s t e n t i r e l y to l o w - c o s t s t a p l e s . 

13 
T h i s i s a p a r a l l e l o b s e r v a t i o n to t h a t made by T.W. S c h u l t z 

i n h i s b o o k , Transforming Traditional Agriculture, Y a l e U n i v e r s i t y 
P r e s s , 1 962 . 

S l a t e r and R i l e y , loc. c i t . 



A SEQUENCE OF 
CHANGES IN THE 

MARKETING PROCESS 

PRIMING ACTIONS 
SEEMINGLY NEEDED 

TO FOSTER DEVELOPMENT 
POINTS OF ENTRY 

Reduce marke t i ng 
c o s t s f o r l o c a l l y 
p roduced food 
p r oduc t s 

Lower food p r i c e s 

o I n c r e a s e d demand 
^ f o r food 

I n c r e a s e d food 
p r o d u c t i on 

I n c r e a s e d r u r a l 
i ncomes 

< 
CO 
QL 
ZD 

LU 
<S) 
c 
£ I n c r e a s e d demand 
^ f o r farm i nputs 

from urban a reas 

I n c r e a s e d r u r a l 
demand f o r urban 
produced consump-
t i o n goods 

C a p i t a l and t e c h n i c a l 
a s s i s t a n c e to urban mar-
k e t e r s to f o s t e r : 

1. D i s c o u n t supe rmarke t s 

2. Improvement i n e f f i -
c i e n c y of t r a d i t i o n a l 
food ma rke t i n g s y s tems 

3. Employment o p p o r t u n i -
t i e s f o r urban marke t -
e r s d i s p l a c e d by above 
r e f o r m s . 

F o s t e r backward v e r t i c a l 
c o o r d i n a t i o n o f food mar-
k e t i ng 

C a p i t a l and t e c h n i c a l 
a s s i s t a n c e to r u r a l a s -
semb le r s & t r a n s p o r t e r s 

Improve p u b l i c s t o r a g e , 
r o a d s , exchange r u l e s , 
g r a d e s , e t c . 

rma-Improved market i n f o 
t i o n sy s tems 

P r i c e s t a b i l i z a t i o n p r o -
grams 

S u p e r v i s e d c r e d i t p r o -
grams 

I n c r e a s e d e x t e n s i o n o f 
t e c h n i c a l i n f o r m a t i o n 
on a g r i c u l t u r a l p r oduc -
t i on 

Improved farm i n p u t d i s -
t r i bu t i on 

Improved r u r a l consump-
t i o n goods ma rke t i n g 

Urban food d i s -
t r i b u t i o n s y s tem 

Rura l a s sembly 
market s y s tems 

Rura l d i s t r i b u -
t i o n sy s tem f o r 
farm i n p u t s and 
consumer goods 

I n d u s t r i a l s e c -
t o r 



A f t e r the i n i t i a l impact o f the l a r g e d i s c o u n t s upe rmarke t s , 

the r e d u c t i o n i n r e t a i l food p r i c e s can be extended to a l a r g e r 

segment o f the urban market th rough programs to improve the e f f i -

c i e n c y o f t r a d i t i o n a l food ma rke t i n g f i r m s . The e f f e c t s o f the 

l a r g e r markets w i l l c r ea te a c o m p e t i t i v e r e a c t i o n among s m a l l e r 

s t o r e o p e r a t o r s and w h o l e s a l e r s , who w i l l then re spond more f a v o r -

ab l y to programs to a s s i s t them i n i m p r o v i n g t h e i r methods o f 

o p e r a t i o n . 

S i n c e food e x p e n d i t u r e s u s u a l l y make up more than o n e - h a l f 

o f t o t a l f a m i l y l i v i n g e x p e n d i t u r e s i n urban a reas o f l e s s d e v e l -

oped c o u n t r i e s , a r e d u c t i o n i n food p r i c e s can have a s i g n i f i c a n t 

e f f e c t on " r e a l f a m i l y i n come. " I n such a s i t u a t i o n , a 10% r e d u c -

t i o n i n food p r i c e s c ou l d i n c r e a s e t o t a l p u r c h a s i n g power ( r e a l 

income) by 5% o r more. The r e s u l t would be an i n c r e a s e i n " e f f e c -

t i v e demand" f o r both food and n o n - f o o d p r o d u c t s . 

One e f f e c t o f t h i s p rog ram, which reduces p r i c e s o f s t a p l e 

f o o d s , would be to s h i f t the r e l a t i v e f l ow o f income toward low 

income f a m i l i e s who have h i g h e r p r o p e n s i t i e s to consume and low 

p r o p e n s i t i e s to s a v e . What, t hen , i s the e f f e c t on i n v e s t m e n t ? 

Does t h i s tend to reduce the s a v i n g s o f h i g h e r income f a m i l i e s ? 

I t seems l i k e l y t h a t the i n c r e a s e d s p e n d i n g by low income f a m i l i e s 

would genera te r i s i n g l e v e l s o f demand and g r e a t e r i n t e r n a l i n v e s t -

ment w i t h i n f i r m s whose p r o f i t account s are f a v o r a b l y a f f e c t e d . 

T h i s i nduced i n ve s tmen t would p r o b a b l y have more d e s i r a b l e e f f e c t s 

on economic development than i f h i g h income consumers d i d not l o s e 

some o f t h e i r p o t e n t i a l s a v i n g s t h rough the d i f f e r e n t i a l p r i c i n g 

p o l i c i e s o f l a r g e - s c a l e r e t a i l food o u t l e t s . There i s an i m p l i c i t 

a s s umpt i on t h a t the s a v i n g s o f h i g h income consumers would tend to 

be he ld i n i d l e bank a c c o u n t s , o r i n v e s t e d i n r ea l p r o p e r t y as a 

hedge a g a i n s t i n f l a t i o n . 

I n the s h o r t r u n , the income e f f e c t s o f reduced r e t a i l food 

p r i c e s would b i d up the w h o l e s a l e p r i c e s o f a v a i l a b l e food and non -

food p r o d u c t s . The i n c r e a s e d demand f o r food would then be r e f l e c t -

ed back th rough r u r a l a s sembly markets to f a r m e r s , who would be 

s t i m u l a t e d to expand o u t p u t . T h i s would tend to i n c r e a s e farm i n -

comes and expand r u r a l demand f o r i n d u s t r i a l l y produced farm i n p u t s 

( f e r t i l i z e r , i n s e c t i c i d e s , mach i ne r y , e t c . ) and consumer goods 

( c l o t h e s , m e d i c i n e s , hou seho l d equ ipment , e t c . ) . The i n c r e a s e d 

r u r a l demand f o r i n d u s t r i a l p r o d u c t s would add to i n c r e a s e d demand 

by urban con sumer s , who would a l s o seek to pu rcha se manufactured 

i tems w i t h p a r t o f t h e i r i n c r e a s e d rea l income r e s u l t i n g from lower 

food p r i c e s . 



In the longer run, the inc reased use of modern, i n d u s t r i a l l y 

produced a g r i c u l t u r a l i nput s and re l a ted techn ica l advances in farm 

product ion p r a c t i c e s would lead to expanded output , lower produc-

t i o n costs and reduced product p r i c e s . S i m i l a r l y , adjustments in 

i ndu s t r y would tend toward the adoption of cap i ta l i n t en s i v e tech-

n o l o g i e s , r i s i n g l e v e l s of wage payments, r a p i d l y expanding output 

and an increased v a r i e t y of p roducts . Dur ing t h i s development 

process a sma l le r p ropo r t i on of the popu la t ion would be needed in 

a g r i c u l t u r a l p roduc t i on , thus r e s u l t i n g i n heavy mig ra t ion from 

the ru ra l areas to the c i t i e s where they would seek employment. 

Th is po in t s up the need for a development s t r a t egy which emphasizes 

a balanced approach with carefu l a t t en t i on to s t i m u l a t i n g a dynamic 

i n t e r a c t i o n between the ru ra l and urban areas . The s t r a tegy i s to 

break the low- leve l e q u i l i b r i u m cond i t i on and create a chain reac -

t i on of economic adjustments which lead toward the des i red develop-

ment goa l s . 

The p a r t i c u l a r s t r a t eg y descr ibed above emphasizes improve-

ments in the assembly and d i s t r i b u t i o n system fo r b a s i c , l o c a l l y 

produced food product s . The i n i t i a l impact was to inc rease e f f e c -

t i ve demand by reducing food p r i c e s , e s p e c i a l l y to the lower income 

fami l i e s . 

A case can a l s o be made fo r market reform programs which are 

i n i t i a l l y d i rec ted toward improvements in the ru ra l assembly mar-

ke t s . Improvements in phy s i ca l f a c i l i t i e s for t r a n s p o r t i n g , s t o r -

ing and p roce s s i ng a g r i c u l t u r a l products can reduce food marketing 

cos t s and s t imu la te economic growth. Improved in format ion systems 

and government pr ice s t a b i l i z a t i o n programs may a l s o reduce uncer-

t a i n t y and lower product ion and d i s t r i b u t i o n c o s t s . These k inds 

of market improvements would s t imu la te e f f i c i e n t use in the a g r i -

c u l t u r a l p r o d u c t i o n - d i s t r i b u t i o n system which w i l l be u l t ima te l y 

passed on to consumers through lower food p r i c e s . 

In nat iona l or reg iona l economies where s ub s t an t i a l quan t i -

t i e s of food are imported, i t may a l s o be p o s s i b l e to reduce food 

p r i ce s and inc rease economic a c t i v i t y by the i n t r oduc t i on of new 

a g r i c u l t u r a l t echno log i e s . A de s i r ab l e sequence of changes could 

be t r i g ge red by marketing reforms which inc rease the a v a i l a b i l i t y 

and reduce the costs of i n d u s t r i a l l y produced farm inputs such as 

f e r t i l i z e r , machinery and i n s e c t i c i d e s . Inc reased demand fo r 

these i n d u s t r i a l products would, in t u rn , increase employment in 

the i n d u s t r i a l product ion and d i s t r i b u t i o n system, thus expanding 

demand for food and other p roduct s . 
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A word of caut ion should be noted, however. Unless there 

e x i s t s the p o s s i b i l i t y fo r l oca l product ion to d i sp l ace food im-

ports or to i n i t i a t e e xpo r t s , a program which emphasizes a tech-

no l og i ca l r e vo l u t i on in a g r i c u l t u r a l product ion may qu i c k l y lead 

to sharp dec l ines in product p r i ce s as inc reased output meets the 

r e l a t i v e l y i n e l a s t i c consumer demand schedu le s . 

A four th entry po in t fo r i n i t i a t i n g marketing reforms i s 

through an i n d u s t r i a l development program o r i en ted toward the 

product ion and d i s t r i b u t i o n of l ow-pr i ced consumer goods and s im-

ple a g r i c u l t u r a l i npu t s . However, development achievements might 

again be severe l y l im i t ed by the c o n s t r a i n t s of consumer purchas -

ing power. 

The above arguments lead to a t en ta t i ve conc lu s i on that a 

comprehensive and coord inated market reform program i s requ i red to 

s t imu la te e f f e c t i v e i n t e r a c t i o n between rura l and urban areas. 

The i n t e r r e l a t i o n s h i p s of the a g r i c u l t u r a l and i n d u s t r i a l s ec to r s 

emphasizes the need for improved market l i n kage s that w i l l f a c i l i -

tate an upward s p i r a l of economic a c t i v i t y . 

The above arguments sugges t that economic development can be 

induced by marketing reforms which s i g n i f i c a n t l y reduce the r i s k s 

and u n c e r t a i n t i e s con f ront ing market p a r t i c i p a n t s , thus i n c r e a s i n g 

t h e i r w i l l i n g n e s s to expand output , to adopt more product ive tech-

no l og i e s and to submit to r e gu l a t i o n s or i n s t i t u t i o n a l changes 

which increase economic o p p o r t u n i t i e s . The suggested approach to 

market development p lann ing i s to conduct comprehensive d i a gno s t i c 

s t ud i e s of the marketing system in s p e c i f i e d geographic areas . 

These s tud ie s prov ide needed d e s c r i p t i o n s of the e x i s t i n g market-

ing system and a s s i s t in i d e n t i f y i n g the economic and s o c i a l ba r -

r i e r s to modern izat ion. Systemat ic surveys of market p a r t i c i p a n t s 

can prov ide useful in fo rmat ion on economic o r g a n i z a t i o n , communica-

t i on a c t i v i t i e s and respondent a t t i t ude s toward environmental con-

d i t i o n s and p o s s i b l e changes in marketing i n s t i t u t i o n s . These 

s t ud i e s can provide the in format ion base from which i n s t i t u t i o n a l 

reforms and the j u d i c i o u s i n j e c t i o n of cap i t a l a long with techn ica l 

a s s i s t a n c e can be focused upon the market b a r r i e r s to the ach ieve-

ment of development goa l s . 

The Northeast B r a z i l Study 

The conceptual framework d i s cu s sed e a r l i e r in t h i s chapter 

served as a guide in fo rmulat ing the research program in Northeast 

B r a z i l . The Memorandum of Agreement, which was j o i n t l y developed 

1-15 



by SUDEME and M i c h i g a n S t a t e U n i v e r s i t y s t a f f and approved by the 

USAID M i s s i o n to N o r t h e a s t B r a z i l , s p e c i f i e d the scope and con ten t 

o f the program. 

The o p e r a t i o n a l o b j e c t i v e s o f the program were as f o l l o w s : 

1. To conduct a d i a g n o s t i c s t udy o f the e x i s t i n g mar-

k e t i n g sy s tem f o r f o o d , s e l e c t e d a g r i c u l t u r a l 

p r o d u c t s , farm i n p u t s and s e l e c t e d l o c a l l y p roduced 

consumer goods . 

2. To f o rmu l a t e recommendat ions f o r improvements i n the 

marke t i ng sy s tem based upon the d i a g n o s t i c s t u d i e s . 

3. To deve lop s y s t e m a t i c p r ocedu re s f o r e v a l u a t i n g 

s e l e c t e d p o t e n t i a l ma rke t i n g re forms and a r r i v i n g 

at p o l i c y d e c i s i o n s . 

4. To e v a l u a t e h ypo the se s and draw c o n c l u s i o n s about 

the r o l e o f ma rke t i n g i n economic deve lopment. 

5. To p r o v i d e r e s e a r c h t r a i n i n g f o r the B r a z i l i a n and 

M i c h i g a n S t a t e U n i v e r s i t y p r o j e c t s t a f f . 

The g e o g r a p h i c f o cu s was narrowed to R e c i f e and the r u r a l 

a rea which s e r v e s as a p r ima ry s ou r ce o f l o c a l l y produced a g r i c u l -

t u r a l p r o d u c t s . F i ve commodit ies were s e l e c t e d f o r d e t a i l e d i n -

v e s t i g a t i o n i n the r u r a l a r e a s . R i c e , beans and manioc were 

s e l e c t e d as s t a p l e food i tems t ha t are w i d e l y consumed t h r oughou t 

the N o r t h e a s t and a l s o rank h i g h as s o u r c e s of farm income. M i l k 

was taken because o f i t s p o t e n t i a l impor tance i n the improvement 

o f n u t r i t i o n , e s p e c i a l l y among c h i l d r e n . A v a i l a b l e i n f o r m a t i o n 

a l s o i n d i c a t e d t ha t the urban m i l k d i s t r i b u t i o n s y s tem was a 

major o b s t a c l e to expanded con sumpt i on . The f i f t h commodity taken 

was c o t t o n , which i s one o f the two most impo r t an t a g r i c u l t u r a l 

c rops i n the N o r t h e a s t , the o t h e r be i n g s u g a r . 

There were f i v e phases o f work. The f i r s t was the p r e l i m i n a r y 

i n v e s t i g a t i o n s , i n c l u d i n g rev iew of p r e v i o u s s t u d i e s , i n t e r v i e w s 

w i th p u b l i c o f f i c i a l s i n a g e n c i e s i n v o l v e d i n m a r k e t i n g , d i r e c t 

o b s e r v a t i o n and d e t a i l e d i n t e r v i e w s w i t h market p a r t i c i p a n t s and 

c o l l e c t i o n and e xam ina t i on of s e conda r y da ta . These a c t i v i t i e s 

p r o v i d e d a b a s i s f o r a more d e t a i l e d p l an o f work. Phase Two was 

the p l a n n i n g and e x e c u t i o n o f d e t a i l e d s t r u c t u r e d i n t e r v i e w s w i th 

s y s t e m a t i c samples o f market p a r t i c i p a n t s . The s a m p l i n g and s u r v e y 

p rocedu re s are summarized i n Append ix A and are b r i e f l y o u t l i n e d 

below. 



Consumer s u r v e y i n R e c i f e 

An a rea c l u s t e r s a m p l i n g t e c h n i q u e was u sed to s e l e c t a 
r e p r e s e n t a t i v e sample o f h o u s e h o l d s . Three hund red and 
f i f t y - f o u r q u e s t i o n n a i r e s were comp le ted f rom a samp le 
o f 390 h o u s e h o l d s . 

R e t a i l e r - w h o l e s a l e r s u r v e y i n R e c i f e 

R e p r e s e n t a t i v e s amp le s o f r e t a i l e r s and w h o l e s a l e r s were 
s u r v e y e d w i t h i n f i v e s t r a t a ( T a b l e 1 . 1 ) . 

F o l l o w - u p depth s t u d i e s were c o n d u c t e d w i t h 62 r andomly 
s e l e c t e d s t o r e o p e r a t o r s among t h o s e i n t e r v i e w e d e a r l i e r . 
S p e c i a l p r i c e s t u d i e s and i n - s t o r e i n t e r v i e w s w i t h c o n -
sumers were a l s o c o n d u c t e d . 

Farmer s u r v e y s i n t he R e c i f e f o o d s h e d 

S y s t e m a t i c s a m p l i n g t e c h n i q u e s were u sed to s e l e c t r e p r e -
s e n t a t i v e s amp le s o f f a r m e r s p r o d u c i n g c o t t o n , b e a n s , 
r i c e , man ioc and m i l k i n municipios i d e n t i f i e d as i m p o r -
t a n t s u p p l i e r s f o r t he R e c i f e u rban m a r k e t . The p r o d u c e r 
s amp l e s were drawn f rom the l i s t s o f p r o p e r t y owners 
a s s e m b l e d by I B R A , the B r a z i l i a n Land Reform I n s t i t u t e . 
The sample o f m i l k p r o d u c e r s was r andomly s e l e c t e d f rom 
l i s t s o f p r o d u c e r s s h i p p i n g m i l k to the o n l y m i l k p a s t e u r -
i z i n g p l a n t i n R e c i f e ( T a b l e 1 . 2 ) . 

Farm i n p u t d i s t r i b u t e r s 

I n the a r e a s where f a r m e r s and a s s e m b l e r s were i n t e r v i e w e d , 
an e f f o r t was made to i n t e r v i e w a l l f a rm i n p u t d i s t r i b u t o r s . 

Commodity a s s e m b l e r s 

A s t r a t i f i e d random samp le o f 169 a s s e m b l y marke t o p e r a t o r s 
was i n t e r v i e w e d . The a s s e m b l e r s were o p e r a t i n g w i t h i n 
a r e a s where the fa rm i n t e r v i e w s were c o n d u c t e d . 

I n d u s t r i a l s u r v e y s 

E i g h t y - f i v e f i r m s were i n t e r v i e w e d w i t h q u e s t i o n n a i r e s 
r e q u i r i n g f rom two to f o u r hou r s to c o m p l e t e . Three i n -
d u s t r y g r o u p s were s t u d i e d : ( 1 ) f o o d p r o c e s s i n g , ( 2 ) a g r i -
c u l t u r a l i n p u t s , and ( 3 ) h o u s e h o l d consumer g o o d s . 

These i n t e r v i e w s o f ma r ke t p a r t i c i p a n t s were c o n d u c t e d by 

s p e c i a l l y t r a i n e d advanced s t u d e n t s f rom the f a c u l t i e s o f E c o n o m i c s , 

A d m i n i s t r a t i o n , and S o c i a l S c i e n c e o f the F e d e r a l U n i v e r s i t y o f 

Pe rnambuco. 

The f i e l d q u e s t i o n n a i r e s were coded and the i n f o r m a t i o n was 

t r a n s f e r r e d to IBM c a r d s i n R e c i f e . P r e l i m i n a r y a n a l y s i s was done 

on the IBM 1401 computer i n the R e c i f e d a t a p r o c e s s i n g i n s t a l l a t i o n 

o p e r a t e d by IBM. M a g n e t i c t a p e s were p r e p a r e d and s u b s e q u e n t a n a l -

y s i s was c o n d u c t e d on t he M i c h i g a n S t a t e U n i v e r s i t y CDC 3600 compu-

t e r i n E a s t L a n s i n g , M i c h i g a n . 

I n December 1 9 6 7 , a d r a f t r e p o r t was comp le ted by the SUDENE/ 

MSU p r o j e c t team and s u b m i t t e d to the S u p e r i n t e n d e n t o f SUDENE and 

the D i r e c t o r o f U S A I D / N o r t h e a s t B r a z i l f o r p r e l i m i n a r y e v a l u a t i o n 



T a b l e 1 . 1 Sample S u r v e y o f R e t a i l e r s and W h o l e s a l e r s i n R e c i f e 

S t r a t a No. i n Sample No. o f Q u e s t i o n n a i r e s 

S t a l l o p e r a t o r s i n f e i r a s 235 210 

F i x e d f e i v a o p e r a t o r s 80 75 

P u b l i c market o p e r a t o r s 115 100 

Sma l l s t o r e o p e r a t o r s 459 447 

L a r g e s t o r e o p e r a t o r s 44 43 

Consumer c o o p e r a t i v e s 11 11 

L a r g e meat d e a l e r s 5 5 

L a r g e f ood w h o l e s a l e r s 77 70 

P u b l i c market and f i x e d 
f e i r a s w h o l e s a l e r s 74 66 

TOTAL 1084 1027 

Tab l e 1 . 2 Sample S u r v e y o f Fa rmer s i n N o r t h e a s t B r a z i l 

Commodi ty L o c a t i o n o f A rea No. o f I n t e r v i e w s Comple ted 

Ri ce 

Beans 

Man i oc 

C o t t o n 

M i l k 

A l a g o a s & S e r g i p e 
Maranhao 

A l a g o a s & Pernambuco 
B a h i a 

Pernambuco 

P a r a i b a & Pernambuco 

Pernambuco 

TOTAL 

127 
27 

128 
49 

151 

165 

126 

746 



and comment. That d r a f t r e p o r t was based on i n comp le te data a n a l -

y s i s and was r e l e a s e d on l y to SUDENE and USAID i n o r d e r to o b t a i n 

t h e i r comments, which would be h e l p f u l i n p r e p a r i n g the f i n a l p r o -

j e c t r e p o r t . 

The p r e s e n t p u b l i c a t i o n i s based on the d r a f t r e p o r t but i n -

c o r p o r a t e s a l a r g e number of d e t a i l e d s u g g e s t i o n s s ubm i t t ed by 

USAID/NE and by the Department o f A g r i c u l t u r e and S u p p l y o f SUDENE. 

I t a l s o r e f l e c t s s i x months o f f u l l - t i m e work by the e n t i r e M i c h i g a n 

S t a t e U n i v e r s i t y s t a f f a s s i s t e d by two SUDENE r e p r e s e n t a t i v e s . The 

f i n a l da ta a n a l y s i s and r e p o r t r e v i s i o n s were c a r r i e d out at M i c h i -

gan S t a t e U n i v e r s i t y , where the p r o j e c t s t a f f c ou l d have d a i l y a c -

ce s s to the computer f a c i l i t y . 

O r g a n i z a t i o n o f the Repor t 

The p r e s e n t chap te r has rev iewed the r o l e o f the ma rke t i n g 

s y s t em i n the economic development p r o c e s s and has p r o v i d e d a con -

c e p t u a l i z a t i o n o f the sequence o f e ven t s t h rough which p u b l i c i n -

ves tments promote economic g rowth. T h i s c hap te r has a l s o summarized 

the methodology used i n the r e s e a r c h . The remainder o f t h i s r e p o r t 

i s devoted to an e xam ina t i on o f the ma r ke t i n g s y s tem f o r R e c i f e and 

i t s f ood shed i n the l i g h t o f the conceptua l framework p r e s en ted i n 

t h i s c h a p t e r . 

Chapter Z f o c u s e s on the h i s t o r i c a l backg round o f the N o r t h -

e a s t and the development o f s p e c i a l a g e n c i e s and o r g a n i z a t i o n s f o r 

p romot ing economic development i n the r e g i o n . T h i s chap te r i s 

i n t e n d e d p r i m a r i l y as a rev iew o f the h i s t o r i c a l e v o l u t i o n o f im-

p o r t a n t development i n s t i t u t i o n s i n the N o r t h e a s t and t h e i r a p p r o a c h -

es to the development prob lem. T h i s chap te r s h o u l d be o f p a r t i c u l a r 

i n t e r e s t to the reader who i s not f a m i l i a r w i t h the h i s t o r y o f the 

N o r t h e a s t . 

Chapte r s 3 th rough 5 p r e s e n t the d e t a i l e d d e s c r i p t i o n and d i a g -

n o s i s o f the i n d u s t r i a l p r o d u c t i o n and d i s t r i b u t i o n s e c t o r , and the 

urban food d i s t r i b u t i o n s e c t o r f o r R e c i f e , r e s p e c t i v e l y , Chapter 6 

then draws on these o b s e r v a t i o n s to p r e s e n t a s e r i e s o f recommenda-

t i o n s f o r urban market r e f o r m s . 

Chapte r s 7 th rough 10 p r o v i d e s i m i l a r d e s c r i p t i o n , d i a g n o s i s 

and recommendation f o r the r u r a l p r o d u c t i o n and ma r ke t i n g p r o c e s s e s 

f o r s e l e c t e d p r oduc t s i n the R e c i f e f ood shed . 

Chapter 11 i s devoted to an e x p l a n a t i o n o f the R e c i f e Sys tems 

S i m u l a t i o n Model which was deve loped as a too l f o r a n a l y z i n g the com-

p l i c a t e d e f f e c t s o f p o s t u l a t e d development programs on the economy 

o f the N o r t h e a s t . 



C h a p t e r 12 p r o v i d e s a summary o f the i s s u e s , c o n c l u s i o n s 

and r e commenda t i on s r e p o r t e d i n e a r l i e r c h a p t e r s . 

The f i n a l c h a p t e r goes a s t e p f u r t h e r t oward c o n s i d e r i n g 

some o f the p rob l ems o f i m p l e m e n t i n g the r e p o r t ' s r ecommendat i on s 

and t oward the p r e l i m i n a r y e v a l u a t i o n o f the p o t e n t i a l impac t o f 

some p o s t u l a t e d r e f o r m p rog r ams on the economic deve l opment o f 

the r e g i o n . 

Note: All monetary values used throughout this report are 
based on an exchange rate of US$1.00 = NCr$2.709 the exchange rate 
which was in e f f e c t when the studies were made. 



CHAPTER 2 

THE DEVELOPMENT SETTING: NORTHEAST BRAZIL 

O p e r a t i o n a l r e s e a r c h on development p r o c e s s e s i s n e c e s s a r i l y 

per formed i n a d e v e l o p i n g s o c i e t y . The p h y s i c a l , c u l t u r a l , economic 

and p o l i t i c a l m i l i e u x c o n s t r a i n the r e s e a r c h d e s i g n and e x e c u t i o n . 

The o v e r - a l l r e s e a r c h env i r onment a l s o i n f l u e n c e s the f o r m u l a t i o n 

and imp lementa t i on o f the recommendat ions d e r i v e d from the r e s e a r c h . 

The purpose o f t h i s c hap te r i s to a c q u a i n t the r eade r w i t h the p a r -

t i c u l a r development s e t t i n g o f N o r t h e a s t B r a z i l w i t h i n which the 

SUDENE/MSU r e s e a r c h has been conducted . 

The c h a p t e r : ( 1 ) r e v i ews the r e g i o n ' s geography and economic 

h i s t o r y ; ( 2 ) t r a c e s the e v o l u t i o n o f B r a z i l ' s p o l i c i e s and e f f o r t s 

to deal w i t h the development prob lems o f the N o r t h e a s t , i n c l u d i n g 

the c r e a t i o n o f SUDENE and i t s a c t i v i t i e s ; and ( 3 ) d e s c r i b e s the 

p r i n c i p a l government a g e n c i e s wh ich are i n v o l v e d i n the r e g i o n ' s 

ma r ke t i n g p r o c e s s e s . From our rev iew o f the development s e t t i n g , 

a number o f i m p o r t a n t o b s e r v a t i o n s emerge r e g a r d i n g the r e l a t i o n -

s h i p o f the SUDENE/MSU ma rke t i n g r e s e a r c h to the c u r r e n t s t a g e o f 

development p o l i c y f o r m u l a t i o n i n the N o r t h e a s t . These o b s e r v a t i o n s 

w i l l be summarized at the o u t s e t o f t h i s c h a p t e r . 

Summary o f B a s i c F i n d i n g s 

Review of N o r t h e a s t development h i s t o r y l e a d s to some f u n d a -

mental o b s e r v a t i o n s . 

F i r s t , the SUDENE/MSU marke t i n g r e s e a r c h i n c l u d e s c o n s i d e r a -

t i o n o f two c r i t i c a l problems i n N o r t h e a s t deve lopment: ( 1 ) the 

c r e a t i o n o f e f f e c t i v e demand f o r the p r o d u c t s o f the r e g i o n ' s i n -

d u s t r i a l s e c t o r , and ( 2 ) the e q u i t a b l e d i s t r i b u t i o n o f income among 

the r e g i o n ' s i n h a b i t a n t s . The former o f these prob lems was o r i g i -

n a l l y r a i s e d by the B r a z i l i a n e conom i s t Ce l so Fu r tado i n h i s g r ound -

b r e a k i n g 1958 s t u d y o f the N o r t h e a s t economy. 1 Fu r tado noted t ha t 

the h i gh l e v e l s o f rea l food p r i c e s i n the r e g i o n ' s c i t i e s i m p l i e d 

t h a t consumers had l i t t l e to spend on manufactured p r o d u c t s , and 

t h e r e f o r e , t h a t the e f f e c t i v e demand f o r i n d u s t r i a l i z e d consumer 

F u r t a d o ' s work was p u b l i s h e d i n 1959 as "A P o l i c y f o r the 
Economic Development o f the N o r t h e a s t , " by the N o r t h e a s t Deve l op -
ment C o u n c i l , CODENO, a p r e c u r s o r o f SUDENE. 



goods ( i n c l u d i n g p r o c e s s e d f o o d s ) was s e v e r e l y l i m i t e d . For 

i n d u s t r i a l i z a t i o n to p roceed at a s a t i s f a c t o r y r a t e , he a r gued , 

r ea l food p r i c e s i n urban a rea s must d e c l i n e . 

The e q u i t a b i l i t y o f income d i s t r i b u t i o n among the N o r t h e a s t 

p o p u l a t i o n became an e x p l i c i t and p r ima r y concern o f development 

p o l i c y w i t h the p u b l i c a t i o n o f SUDENE ' s T h i r d Ma s te r P l an i n 1965. 

The a u t h o r s of the T h i r d P l an emphas i zed t ha t income d i s t r i b u t i o n 

was an i s s u e of s o c i a l w e l f a r e (and i m p l i c i t l y , t h e r e f o r e , o f 

p o l i t i c a l s t a b i l i t y ) and was a l s o r e l a t e d to the growth o f markets 

f o r the p r o d u c t s o f r e g i o n a l i n d u s t r y . 

The SUDENE/MSU ma rke t i n g r e s e a r c h has l ed e s s e n t i a l l y to a 

r e s t a t e m e n t , e l a b o r a t i o n and r e f i n e m e n t o f the e f f e c t i v e demand and 

income d i s t r i b u t i o n p rob lems . So as to be r e c o g n i z a b l e to those 

who are f a m i l i a r w i t h the development h i s t o r y o f the N o r t h e a s t , two 

o f the key q u e s t i o n s i n v e s t i g a t e d by the SUDENE/MSU team may be 

f o r m u l a t e d as f o l l o w s : 

1. How can the s i m u l t a n e o u s , m u t u a l l y r e i n f o r c i n g growth 
o f both a g r i c u l t u r e and i n d u s t r y be promoted t h rough 
improvements i n the ma rke t i n g s y s tems which l i n k these 
s e c t o r s ? 

2. How can a d d i t i o n s to r e g i o n a l income, b r ough t about by 
the e x p a n s i o n o f ou tpu t and improvements i n p r o d u c t i v e 
and ma r ke t i n g e f f i c i e n c y , be d i s t r i b u t e d f a v o r i n g the 
lower income g roups o f the r e g i o n a l p o p u l a t i o n ? 

I n the c h a p t e r s which f o l l o w , these q u e s t i o n s are i n v e s t i g a t e d i n 

depth from the v i e w p o i n t o f ma r ke t i n g s y s t em dynamic s . The SUDENE/ 

MSU s t u d y thus c o n s t i t u t e s a f r e s h c o n c e p t u a l i z a t i o n o f s e v e r a l 

b a s i c problems o f N o r t h e a s t deve lopment. I t i s a l s o a more r i g o r -

ous a n a l y s i s o f these p r ob l ems , s i n c e i t t ake s i n t o account more 

s y s t e m a t i c a l l y , c o m p r e h e n s i v e l y and q u a n t i t a t i v e l y the r e l e v a n t 

v a r i a b l e s and f u n c t i o n a l r e l a t i o n s h i p s between v a r i a b l e s . 

A l t hough the r e s e a r c h j o i n t l y per formed by SUDENE and MSU 

has l e d to s e v e r a l new approaches to the c r i t i c a l problems o f 

N o r t h e a s t deve lopment , i t s recommendat ions a l s o b u i l d upon the 

c u r r e n t p o l i c i e s and programs o f SUDENE and o the r development agen -

c i e s i n the r e g i o n . As w i l l become e v i d e n t i n s ub sequen t c h a p t e r s , 

the ma rke t i n g v i e w p o i n t o f a n a l y s i s a l l o w s p r e s e n t development a c -

t i v i t i e s to be seen i n a new l i g h t , and a l s o c l a r i f i e s the need f o r 

m o d i f i c a t i o n s i n these a c t i v i t i e s and the a d d i t i o n o f some a c t i v i -

t i e s to the a r s e n a l o f r e g i o n a l development p rog rams . Change and 

r e d i r e c t i o n are needed, but much o f what i s now be i n g done to s t i m -

u l a t e r e g i o n a l development can u s e f u l l y be c o n t i n u e d . 



I n s h o r t , the SUDENE/MSU r e s e a r c h can a c c u r a t e l y be r ega rded 

as a c u r r e n t phase i n the e v o l u t i o n o f t hough t r e g a r d i n g the na tu re 

of N o r t h e a s t development prob lems and ways o f d e a l i n g e f f e c t i v e l y 

w i t h t ho se p rob lems . The r e s u l t s o f the r e s e a r c h are not p r o d u c t s 

o f pure t h e o r y , nor o f t he attempt to t r a n s p l a n t w h o l l y f o r e i g n 

i d e a s to the s e t t i n g o f the N o r t h e a s t . The r e s e a r c h i s c o n s t r u c t e d 

s q u a r e l y on the c o n t r i b u t i o n s o f B r a z i l i a n s to the d e f i n i t i o n and 

u n d e r s t a n d i n g o f N o r t h e a s t development p rob lems . I t i s c l o s e l y 

a l i g n e d w i th the p r o c e s s o f development p o l i c y f o r m u l a t i o n i n the 

N o r t h e a s t under the l e a d e r s h i p o f SUDENE. The recommendat ions to 

which i t has l e d have been f o r m u l a t e d g i v i n g c a r e f u l c o n s i d e r a t i o n 

to i n s t i t u t i o n a l and o t h e r r e s o u r c e s and c o n s t r a i n t s o f development 

i n the N o r t h e a s t . 

Geography: Land and Peop le 

The n o r t h e a s t e r n r e g i o n o f B r a z i l i s g e n e r a l l y r e ga rded now 

as c o i n c i d e n t w i t h the SUDENE area o f j u r i s d i c t i o n . As such i t i s 

compr i sed o f n i ne s t a t e s and a sma l l p a r t o f a t e n t h . The n o r t h e r n -

most s t a t e , Maranhao, l i e s j u s t below the e q u a t o r . B a h i a , on the 

u n d e r - s i d e o f the N o r t h e a s t " b u l g e , " ex tends southward a lmos t to 

the 2 0 t h . p a r a l l e l . Each o f the n i ne s t a t e s which l i e e n t i r e l y w i t h -

i n the r e g i o n has an A t l a n t i c c o a s t . On ly a few n o r t h e r n m u n i c i p a l -

i t i e s o f M inas G e r a i s , a l a n d - l o c k e d s t a t e , are w i t h i n the SUDENE 

area o f j u r i s d i c t i o n . The r e g i o n i s a p p r o x i m a t e l y bounded on the 

west by the 47th m e r i d i a n ( see F i g u r e 2 . 1 ) . 

A l t h o u g h the N o r t h e a s t accoun t s f o r o n l y 10% o f B r a z i l ' s 

t o t a l l a nd s u r f a c e , i t i s l a r g e r than the combined a rea s o f F r a n c e , 

I t a l y , S p a i n and P o r t u g a l ( B a h i a a lone i s l a r g e r than F r a n c e ) . One 

out o f th ree B r a z i l i a n s l i v e s i n the N o r t h e a s t . I n L a t i n Amer i c a , 

o n l y Mexico has a comparable p o p u l a t i o n . 

Four r e l a t i v e l y d i s t i n c t s u b - r e g i o n s are encompassed by the 

N o r t h e a s t . W i t h i n each s u b - r e g i o n , however , there i s s i g n i f i c a n t 

v a r i a t i o n i n t o p o g r a p h y , c l i m a t e and l and r e s o u r c e base and use . 

From the c i t y o f S a l v a d o r a l ong the c o a s t to the upper edge 

o f the s t a t e o f Pernambuco l i e s a narrow humid s t r i p known as the 

Zona da Mata, o r " F o r e s t Zone . " Remnants o f the dense h i g h s t a n d s 

o f t r o p i c a l t r e e s wh ich o r i g i n a l l y cove red the s u b - r e g i o n can s t i l l 

be found. But most o f the f o r e s t was f e l l e d d u r i n g the C o l o n i a l 

P e r i o d to make way f o r cane p l a n t a t i o n s and to b u i l d and run the 

s u g a r m i l l s . The r e - g r o w t h i s s t i l l used p r i m a r i l y as a s ou r ce o f 

f ue l i n the s u g a r i n d u s t r y . 



F i g u r e 2.1 Geog raph i c Zones and S t a t e s i n N o r t h e a s t B r a z i l 



The F o r e s t Zone i s b l e s s e d w i t h the r e g i o n ' s most abundan t 

and r e g u l a r r a i n f a l l , and a l s o c o n t a i n s most o f the b e t t e r s o i l s . 

The humid s t r i p i s 30 to 40 m i l e s w i d e , b r o a d e s t i n Pe rnambuco , 

where i t e x t e n d s i n l a n d f rom 50 to 60 m i l e s . The s o u t h e r n a r ea 

i n Pernambuco i s v e r y h i l l y , b u t i n t e r l a c e d w i t h numerou s , r e l a -

t i v e l y f l a t , s h a l l o w v a l l e y s . Below Pernambuco , the a rea i s 

c h a r a c t e r i z e d by e x t e n s i v e t a b l e l a n d s cu t i r r e g u l a r l y by deep 

s t r e a m b e d s . The n o r t h e r n p a r t o f the F o r e s t Zone i n Pernambuco 

i s a l s o r e l a t i v e l y f l a t . Above Pe rnambuco , the F o r e s t Zone be -

comes d i s c o n t i n u o u s , and i s e n c o u n t e r e d a t i n t e r v a l s i m m e d i a t e l y 

a d j a c e n t to the r i v e r s and s t r e a m s a l o n g the c o a s t . 

Cane and s u g a r p r o d u c t i o n on l a r g e e s t a t e s has been the 

p r i n c i p a l economic a c t i v i t y i n t he F o r e s t Zone s i n c e the i n i t i a l 

c o l o n i z a t i o n o f the N o r t h e a s t . The f ood p r o d u c e d i n t he a rea i s 

grown and consumed c h i e f l y by the p l a n t a t i o n and m i l l w o r k e r s . 

I n c e r t a i n p a r t s , p i n e a p p l e and man ioc a re p r o d u c e d f o r u rban 

m a r k e t s . Commerc ia l c o c o n u t p r o d u c t i o n has a l s o d e v e l o p e d i n 

r e c e n t y e a r s on the l i m i t e d s t r e t c h e s o f s andy s o i l s j u s t o f f the 

beach . 

The Borborema E s c a r p m e n t r un s i r r e g u l a r l y a l o n g the w e s t e r n 

edge o f the Zona da Mata and d e l i n e a t e s the b e g i n n i n g o f the s e -

cond majo r s u b - r e g i o n o f the N o r t h e a s t , the A g r e s t e . The A g r e s t e 

i s a t r a n s i t i o n zone f rom the l o w - l y i n g humid c o a s t l a n d s to the 

v a s t s e m i - a r i d i n t e r i o r p l a t e a u . I t r un s g e n e r a l l y n o r t h and 

s o u t h , and i s a p p r o x i m a t e l y compa rab l e to the Zona da Mata i n 

wi d t h . 

O f f s h o r e w e a t h e r f o r m a t i o n s r a r e l y p e n e t r a t e beyond the 

A g r e s t e . C o n t i n e n t a l a i r mas se s de te rm ine wea the r w e s t w a r d . 

R a i n f a l l i s adequa te to e x c l u d e most o f the A g r e s t e f rom the 

" D r o u g h t P o l y g o n , " bu t i s l e s s b o u n t i f u l than t h a t e x p e r i e n c e d 

i n the c o a s t a l s u b - r e g i o n . 

The A g r e s t e i s g e n e r a l l y h i l l y and peppe red w i t h l a r g e r ock 

o u t c r o p p i n g s . I t s s o i l s a re o f r e l a t i v e l y poo r q u a l i t y , bu t 

t h e i r s t r u c t u r e and d e p t h , t o g e t h e r w i t h the s u b - r e g i o n a l c l i m a t e , 

have a l l o w e d f o r s u b s t a n t i a l d i v e r s i f i c a t i o n o f a g r i c u l t u r e . 

The A g r e s t e i s the N o r t h e a s t ' s p r i m a r y i n t e r n a l s o u r c e o f 

f o o d s t u f f s . Bee f c a t t l e are r a i s e d e x t e n s i v e l y on l a r g e h o l d i n g s . 

From Pernambuco and the s t a t e o f A l a g o a s j u s t to the s o u t h , the 

s u b - r e g i o n s u p p l i e s d a i r y p r o d u c t s to the major u rban m a r k e t s . 

B e a n s , m a n i o c , c o r n and r i c e - - t h e s t a p l e s o f the N o r t h e a s t d i e t - -

a re t y p i c a l l y p r o d u c e d under s h a r e c r o p p i n g a r r a n g e m e n t s o r on the 

"mini fundi a" c h a r a c t e r i s t i c o f the A g r e s t e . F r u i t s and v e g e t a b l e s 



are l i k e w i s e p r o d u c e d f o r the r e g i o n a l m a r k e t . The s u b - r e g i o n ' s 

a g r i c u l t u r a l o u t p u t a l s o i n c l u d e s i m p o r t a n t n o n - f o o d c r o p s , p r i n -

c i p a l l y c o t t o n and s i s a l . 

I n l a n d f rom the A g r e s t e to the w e s t e r n e x t r e m i t i e s o f the 

N o r t h e a s t l i e s the S e r t a o . The n o t o r i o u s s e m i - a r i d i t y o f the s u b -

r e g i o n s tems f rom a p e c u l i a r c o m b i n a t i o n o f c l i m a t e and g e o l o g y . 

R a i n f a l l a v e r a g e s a n n u a l l y a t o t a l o f abou t 27 i n c h e s . However , 

90% o f the p r e c i p i t a t i o n i s t y p i c a l l y c o n c e n t r a t e d w i t h i n the 

f i r s t f i v e months o f the y e a r , l e a v i n g a d r y s e a s o n e x t e n d i n g 

f rom June t h r o u g h December. An e x t r e m e l y t h i n s o i l c o v e r o v e r 

c r y s t a l l i n e r o c k s wh i ch l a c k s e d i m e n t a r y beds r e s u l t s i n s c a n t 

w a t e r r e t e n t i o n and h i g h r a t e s o f e v a p o r a t i o n . The t o r r e n t i a l 

n a t u r e o f the r a i n f a l l , t o g e t h e r w i t h the s o i l s t r u c t u r e , a c c o u n t s 

f o r w i d e s p r e a d e r o s i o n and deep l e a c h i n g . 

O n l y two p e r e n n i a l r i v e r s c r o s s the S e r t a o ; the o t h e r s a p -

pea r b r i e f l y d u r i n g the r a i n y s e a s o n , and then r e cede q u i c k l y 

be low v e r y s h a l l o w b e d s . 

D r o u g h t i s a y e a r l y o c c u r r e n c e i n the S e r t a o . The s e r i o u s -

n e s s o f the phenomenon depends on the volume o f p r e c i p i t a t i o n - -

w h i c h can v a r y up to 30% f rom the a v e r a g e - - a n d p e r h a p s more i m p o r -

t a n t l y , on the t i m i n g and r e l a t i v e c o n c e n t r a t i o n o r d i s p e r s i o n o f 

the r a i n f a l l t h r o u g h o u t the y e a r . S e v e r e d r o u g h t s r e s u l t f rom p a r -

t i c u l a r l y a d v e r s e c o m b i n a t i o n s o f the above two f a c t o r s ; t h e i r 

o c c u r r e n c e f o l l o w s no r e g u l a r c y c l e , but on the a v e r a g e i s once 

pe r decade . They can be u n r e l i e v e d f o r two to t h r e e s u c c e s s i v e 

y e a r s . 

V e g e t a t i o n on the S e r t a o i s s p a r s e . I t c o n s i s t s p r i m a r i l y o f 

i n d i g e n o u s , l o w - g r o w i n g x e r o p h i l o u s p l a n t s . The e c o n o m i c a l l y v a l -

u ab l e x e r o p h y t e s a re u sed a l m o s t e x c l u s i v e l y i n n o n - f o o d i n d u s t r i e s 

o r as c a t t l e f e e d . Mooo ( t r e e ) c o t t o n , oarnauba p a l m , the oitio-Cca 

t r e e , coroa and palma f o r a g e , and s i s a l a re the most i m p o r t a n t . 

The a b o v e - m e n t i o n e d c r o p s and bee f c a t t l e p r o d u c t i o n on e x -

t e n s i v e h o l d i n g s a re the economic u n d e r p i n n i n g s o f the s u b - r e g i o n . 

Range c a r r y i n g c a p a c i t y i s l ow . The use o f 10 h e c t a r e s per head 

i s n o t uncommon. I n a few s c a t t e r e d p a r t s o f the S e r t a o the g e n e -

r a l l a n d s c a p e i s b r i e f l y i n t e r r u p t e d by c o m b i n a t i o n s o f c l i m a t e 

and s o i l wh i ch a l l o w f o r d i v e r s i f i e d a g r i c u l t u r e c l o s e l y r e s e m b l i n g 

t h a t p r a c t i c e d i n the A g r e s t e . The i n t e r r u p t i o n s do no t f undamen-

t a l l y c h a n g e , h o w e v e r , t he p r e c a r i o u s n e s s o f l i f e i n the s u b - r e g i o n . 

The f o u r t h s u b - r e g i o n c o n s i s t s o f the t r o p i c a l r a i n f o r e s t 

a r e a s o f Maranhao and s o u t h e r n B a h i a . These a r e a s can p e r h a p s more 

a c c u r a t e l y be r e g a r d e d as s u r v i v i n g e x t e n s i o n s o f the o r i g i n a l Zona 



da Mata t ype . The s t eady i n r o a d s of s 1 a s h - a n d - b u r n a g r i c u l t u r e , 

p a r t i c u l a r l y i n Maranhao, fo reshadow eventua l d e f o r e s t a t i o n . 

The p o p u l a t i o n o f the N o r t h e a s t i s c o n c e n t r a t e d a long the 

A t l a n t i c Coa s t . E i g h t o f the s t a t e c a p i t a l s are a l s o p o r t c i t i e s . 

The v a s t S e r t a o h i n t e r l a n d i s the l e a s t s e t t l e d . 

Reg i ona l p o p u l a t i o n has been g row ing s t e a d i l y i n r e cen t de-

cades at an annual net r a t e o f between 2 and 3%, s l i g h t l y below 

the n a t i o n a l a ve r age . P r e c i s e data are l a c k i n g , but the d i f f e r e n c e 

between r e g i o n a l and n a t i o n a l growth r a t e s a lmos t c e r t a i n l y r e s u l t s 

p r i m a r i l y from a s t e a d y m i g r a t i o n o f N o r t h e a s t e r n e r s to the C e n t e r -

S ou th . S i g n i f i c a n t t r a n s f e r s o f p o p u l a t i o n have a l s o been o c c u r -

r i n g w i t h i n the Reg i on . 

I n t r a - r e g i o n a l f l ows have g e n e r a l l y been from the r u r a l 

A g r e s t e and Zona da Mata to the urban c e n t e r s . A s t u d y of m i g r a -

t o r y p a t t e r n s c o n v e r g i n g on R e c i f e , the l a r g e s t o f the N o r t h e a s t 

c i t i e s , per formed by the Joaquim Nabuco I n s t i t u t e , i n d i c a t e d a 

s t e p w i s e f low from the d e n s e l y s e t t l e d ad j acen t c o u n t r y s i d e to 

s u c c e s s i v e l y l a r g e r urban c o n c e n t r a t i o n s . The m i g r a n t s from the 

S e r t a o seemed more l i k e l y to move out o f the r e g i o n s ou thward . 

C l e a r l y , the i n f l u x to the c o a s t a l c i t i e s , p a r t i c u l a r l y i n 

the decade o f the f i f t i e s , has been r a d i c a l l y i n e xce s s o f the 

demand f o r urban l a b o r . The p o p u l a t i o n o f F o r t a l e z a n e a r l y dou-

b l ed i n t h a t p e r i o d ; R e c i f e ' s i n c r e a s e d by an e s t i m a t e d 60%. Un-

employment and underemployment, i n v a r y i n g degrees o f s e v e r i t y , 

are v i s i b l y appa ren t i n a l l o f the c i t i e s b e a r i n g the b run t o f 

the r u r a l - u r b a n t r a n s f e r . The major m u n i c i p a l i t i e s have been 

ex t reme l y hard p r e s s e d to deal w i t h the enormous burdens p l a ced 

on w a t e r , s a n i t a t i o n , power, m a r k e t i n g and t r a f f i c s y s t e m s , on 

h o u s i n g f a c i l i t i e s and on p o l i c e and w e l f a r e s e r v i c e s , by t h e i r 

b u r g e o n i n g p o p u l a t i o n s . Many o f the newly a r r i v e d must s t r u g g l e 

to e x i s t w i t h n e i t h e r the expec ted a m e n i t i e s o f urban l i f e nor 

the r e l a t i v e l y easy a cce s s to s u b s i s t e n c e income which they may 

have l e f t beh i nd . 

Much s m a l l e r s t reams o f m i g r a t i o n have been moving i n the 

d i r e c t i o n of Maranhao and the lower Amazon B a s i n , and a l s o toward 

the s p a r s e l y s e t t l e d Cen t r a l H i g h l a n d s o f the s t a t e s of Go ia s and 

Mato G r o s s o . Du r i n g the l a t e f i f t i e s , N o r t h e a s t e r n e r s l e f t i n 

l a r g e numbers to j o i n t the c o n s t r u c t i o n o f B r a s i l i a . As t h e i r 

t a s k has neared c o m p l e t i o n , demand f o r t h e i r l a b o r has dwind led 

r a p i d l y . The m o b i l i t y o f the r e g i o n ' s p o p u l a t i o n c o n t i n u e s to be 

governed p r i m a r i l y by the h a r d s h i p s o f l i f e i n the r u r a l s e c t o r , 



the c o n t e m p l a t e d a t t r a c t i o n s o f the l a r g e r c i t i e s , and the p r o s -

p e c t o f j o b s i n the C e n t e r - S o u t h . 

2 
Economic H i s t o r y 

E i t h e r i n f a c t o r by h i s t o r i a n s ' c o n v e n t i o n , B r a z i l was 

d i s c o v e r e d by Pedro Cab ra l i n 1500 on the B a h i a n C o a s t s o u t h o f 

S a l v a d o r . The f i r s t permanent s e t t l e m e n t , howeve r , d e v e l o p e d 

a t O l i n d a , on a h i l l s i d e n o r t h o f the p r e s e n t c i t y o f R e c i f e . 

A l t h o u g h t h o u g h t s o f g o l d p r o b a b l y l i n g e r e d i n the m inds o f the 

f i r s t c o l o n i s t s ( and were l a t e r to be bo rne o u t ) , the P o r t u g u e s e 

were i n i t i a l l y p r e o c c u p i e d w i t h the e s t a b l i s h m e n t o f a s u g a r i n -

d u s t r y . I n terms o f p r o d u c t i o n t e c h n i q u e s , t hey h e l d a c o m p e t i -

t i v e a d v a n t a g e d e r i v e d f rom c o n s i d e r a b l e e x p e r i e n c e w i t h the 

p l a n t i n g and r e f i n i n g o f cane on the A t l a n t i c i s l a n d p o s s e s s i o n s 

o f P o r t u g a l . 

The g e o g r a p h y o f the Zona da Mata was f ound to e m i n e n t l y 

s u i t t h e i r p u r p o s e s . But the e n s u i n g t a s k was by no means an 

e a s y one. The t r o p i c a l e n v i r o n m e n t was a f o r m i d a b l e o b s t a c l e . 

The n a t i v e s o f the r e g i o n were d a n g e r o u s f o e s , d i f f i c u l t to r ound 

up and r e g i m e n t , r e c a l c i t r a n t and t h o u g h t to be r e l a t i v e l y i n e f f i -

c i e n t l a b o r e r s . Food c r o p s were somewhat l e s s e a s i l y grown than 

s u g a r c a n e , and s u p p l i e s o f many majo r c ommod i t i e s had to be s h i p -

ped f rom a c r o s s the s e a . 

S t i l l , cane and s u g a r p r o d u c t i o n f l o u r i s h e d . I n t e r n a t i o n a l 

ma r ke t s were e x p a n d i n g r a p i d l y , and t h r o u g h the m i d - 1 7 t h c e n t u r y 

the N o r t h e a s t o f B r a z i l had a v i r t u a l monopo ly on w o r l d s u g a r e x -

p o r t s . D u r i n g the l a s t q u a r t e r o f the 1 5 0 0 s , o u t p u t i n c r e a s e d 

t e n f o l d . At one p o i n t i n the e x p a n s i o n p r o c e s s , i t a p p e a r s t h a t 

the i n d u s t r y c o u l d have s e l f - f i n a n c e d a d o u b l i n g o f o u t p u t c a p a c i t y 
3 

e v e r y two y e a r s . N o r t h e a s t B r a z i l may w e l l have been the most 

p r o f i t a b l e c o l o n i z a t i o n e f f o r t o f any Eu ropean power i n the Wes te rn 

Hemi sphe re f o r the c e n t u r y and a h a l f f o l l o w i n g C a b r a l ' s l a n d i n g . 

The d a z z l i n g economic u p s u r g e had a l r e a d y begun to s l a c k e n , 

h oweve r , when the D u t c h - - a t war w i t h the S p a n i s h a n n e x e r s o f P o r t u -

ga l - - o c c u p i ed the N o r t h e a s t d u r i n g the s e c o n d q u a r t e r o f the 17 th 

2 
The summary o f N o r t h e a s t economic h i s t o r y i s drawn p r i m a r i -

l y f rom C e l s o F u r t a d o ' s b o o k , The Economic Growth of B r a z i l . 
3 
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c e n t u r y . The o c c u p i e r s l e f t at the end o f the q u a r t e r w i th h a r d l y 

a s ho t be ing f i r e d , but took w i th them to the Ca r i bbean i n t i m a t e 

knowledge o f cane and s u g a r p r o d u c t i o n p r o c e s s e s . M o r e o v e r , the 

N e t h e r l a n d s had f i r m c o n t r o l o ve r the commercial d i s t r i b u t i o n o f 

s u g a r i n European ma r ke t s . The N o r t h e a s t ' s monopoly on s u g a r was 

r a p i d l y broken as p r o d u c t i o n i n c r e a s e d i n the A n t i l l e s and West 

I n d i e s . Be fo re the cen tu r y ended, the economic f o r t u n e s o f the 

r e g i o n had been r e v e r s e d . A l ong p e r i o d o f d e c l i n e began. 

C a t t l e p r o d u c t i o n i n the N o r t h e a s t was o r i g i n a l l y a s u p p l y 

s u b s i d i a r y o f the s u g a r i n d u s t r y . D r a f t an ima l s were r e q u i r e d i n 

p r a c t i c a l l y eve ry phase o f the i n d u s t r y ' s o p e r a t i o n s . S i n c e the 

e x p a n s i o n o f cane p r o d u c t i o n proceeded p r i m a r i l y by i n c o r p o r a t i n g 

a d d i t i o n a l l a n d , the demand f o r t r a c t i o n and t r a n s p o r t b e a s t s ap-

p a r e n t l y i n c r e a s e d more r a p i d l y than the e x p a n s i o n o f c u l t i v a t e d 

a rea . Mo reove r , the e x c e p t i o n a l l y h i g h p r o f i t a b i l i t y o f s u g a r 

p r o d u c t i o n v i r t u a l l y p r e c l u d e d the p r o d u c t i o n o f o t h e r c rops o r 

o f l i v e s t o c k i n the Zona da Mata. I n deed , c a t t l e r a i s i n g i n the 
4 

F o r e s t Zone was p r o h i b i t e d by e d i c t o f the Po r t u gue se Crown. As 

a r e s u l t , l i v e s t o c k p r o d u c t i o n s p r ead w i d e l y t h r o u g h o u t the A g r e s t e 

and S e r t a o i n the f i r s t 200 y e a r s of c o l o n i z a t i o n . 

The market p o s i t i o n o f N o r t h e a s t s u g a r p r oduce r s c o n t i n u e d 

to worsen d u r i n g the 18th c e n t u r y . I n a d d i t i o n , the p r i c e o f 

A f r i c a n s l a v e s , who had l a r g e l y d i s p l a c e d the i n d i g e n o u s c a p t i v e 

l a b o r e r s began to r i s e . The d i s c o v e r y o f g o l d i n the area o f the 

p r e s e n t s t a t e o f M inas G e r a i s a t t r a c t e d both c a p i t a l and p o p u l a t i o n 

out o f the s u g a r a r ea . 

The problems b e s e t t i n g the s u g a r i n d u s t r y had adve r se e f f e c t s 

on c a t t l e p r o d u c t i o n , but the e f f e c t s were m i t i g a t e d . The f a l l i n 

f o r e i g n exchange e a r n i n g s from s u g a r m o t i v a t e d the c r e a t i o n o f 

p r i m i t i v e impor t s u b s t i t u t i o n i n d u s t r i e s a l ong the c o a s t ; a market 

deve loped f o r h i de s and l e a t h e r s produced i n the r e g i o n . Go ld 

m in i n g i n the M ina s G e r a i s r e g i o n gene r a t ed a new s ou r ce o f demand 

f o r d r a f t a n i m a l s , which a p p a r e n t l y he lped to improve p r i c e s f o r 

N o r t h e a s t c a t t l e . F i n a l l y , the o p e r a t i n g c a p i t a l r equ i r ement s f o r 

l i v e s t o c k p r o d u c t i o n were c o n s i d e r a b l y lower than those of the 

s u g a r i n d u s t r y , f i x e d a s s e t i n v e s t m e n t s were c o m p a r a t i v e l y n i l , 

and d e c l i n i n g employment i n the s u g a r s e c t o r made cheap l a b o r a v a i l -

ab le to c a t t l e r a i s e r s . Thu s , o v e r - a l l , l i v e s t o c k p r oduce r s were 

i n a f a i r l y good p o s i t i o n to weather the n e g a t i v e impact o f the 

d e c l i n i n g s u g a r economy. 

p. 62. 



By the end o f the 18th c e n t u r y , the B r a z i l i a n economy as a 

whole was o r g a n i z e d around f i v e c e n t e r s o f a c t i v i t y . To the n o r t h , 

i n Maranhao, a r a t h e r p r o s p e r o u s f o r e s t - e x t r a c t i v e i n d u s t r y had 

been s e t up by the J e s u i t s , manned by I n d i a n l a b o r e r s . S uga r con -

t i n u e d to dominate economic l i f e i n the Zona da Mata. S t i l l w i t h i n 

the sphere o f s u g a r i n f l u e n c e , but d e v e l o p i n g i ndependence , were 

the N o r t h e a s t c a t t l e p r oduce r s o f the S e r t a o . Go ld and diamond 

m in i n g were c o n c e n t r a t e d i n the M ina s G e r a i s a rea . Far to the 

s o u t h , ano the r area of c a t t l e p r o d u c t i o n was d e v e l o p i n g r a p i d l y i n 

what i s now the s t a t e o f R io Grande do S u l . The l a t t e r area was 

the c h i e f s o u r c e o f mules f o r the m i n i n g a c t i v i t i e s . Mos t o f the 

B r a z i l i a n p o p u l a t i o n l i v e d i n the N o r t h e a s t , but i n 1762 the c a p i -

t a l o f the c oun t r y was moved from S a l v a d o r to R io de J a n e i r o . The 

move c l e a r l y s i g n a l e d the end o f the N o r t h e a s t ' s p o l i t i c a l and 

economic hegemony ove r the r e s t o f B r a z i l . 

The Amer ican and French r e v o l u t i o n s and the Napo l eon i c Wars 

i n d i r e c t l y l ed to a b r i e f r e v i v a l o f s u g a r p r o s p e r i t y i n the N o r t h -

e a s t d u r i n g the f i r s t p a r t o f the 19th c e n t u r y . The r e e s t a b l i s h -

ment o f peace , and l a t e r the i n t r o d u c t i o n o f s u g a r beets i n Europe 

and the e x p a n s i o n o f cane p r o d u c t i o n i n the Un i t ed S t a t e s , cut 

s h o r t the p r e c a r i o u s up - sw ing o f the N o r t h e a s t ' s s u g a r economy. 

Toward the second h a l f o f the 19th c e n t u r y , w o r l d c o t t on 

p r i c e s p r o v i d e d the s t i m u l u s f o r the commercial p r o d u c t i o n o f mooo 

t r ee c o t t on i n the S e r t a o . A s i z e a b l e t e x t i l e i n d u s t r y emerged 

d u r i n g the 1840s . The Amer ican C i v i l War and s ub sequen t c o l l a p s e 

o f wo r l d s u p p l i e s added impetus to c o t t on and t e x t i l e p r o d u c t i o n 

i n the r e g i o n . Be fo re the end o f the c e n t u r y , however , the N o r t h -

e a s t had l o s t c o n s i d e r a b l e g round i n both the raw m a t e r i a l and 

s e m i - f i n i s h e d p r o d u c t markets i n t e r n a t i o n a l l y . Co f fee p r o d u c t i o n 

was d e v e l o p i n g r a p i d l y i n s o u t h e r n B r a z i l , d rawing p o p u l a t i o n and 

c a p i t a l once more out o f the N o r t h e a s t and l e a d i n g to a s i z e a b l e 

i n f l u x o f European immig ran t s to the Sao Pau lo r e g i o n . By 1872, 

B r a z i l ' s p o p u l a t i o n was about e v e n l y s p l i t between North and Sou th . 

T h e r e a f t e r , the N o r t h e a s t ' s p r o p o r t i o n d e c l i n e d s t e a d i l y . 

Du r i n g the f i r s t h a l f o f the p r e s e n t c e n t u r y , a r t i c u l a t i o n 

between B r a z i l ' s economic c e n t e r s i n c r e a s e d , but i n t e g r a t i o n l a g g e d 

f a r beh i nd . The b u r g e o n i n g o f c o f f e e p r o d u c t i o n i n the C e n t e r -

Sou th was accompanied by the r a p i d e x p a n s i o n o f s o u t h e r n consumer 

ma r ke t s . When the D e p r e s s i o n d i s r u p t e d i n t e r n a t i o n a l c o f f e e t r a d e , 

the C e n t e r - S o u t h had a l r e a d y l a i d the bases f o r s ub sequen t i n d u s -

t r i a l g r owth ; d i v e r s i f i c a t i o n o f a g r i c u l t u r a l and m ine ra l ou tpu t 

a c c e l e r a t e d . The f o r m a t i o n o f s o c i a l ove rhead c a p i t a l and f u l l -



blown development o f impor t s u b s t i t u t i o n i n d u s t r i e s f o l l o w e d . The 

e f f e c t s on the N o r t h e a s t o f growth i n the C e n t e r - S o u t h were p r i -

m a r i l y c e n t r i p e t a l . 

For most o f the f i r s t h a l f o f the 20th cen tu r y the C e n t e r -

South market was more impo r t an t to N o r t h e a s t s u g a r p r oduce r s than 

were t h e i r wo r l d o u t l e t s . The i n d u s t r y was once more r e v i v e d , and 

ou tpu t expanded; g e n e r a l l y buoyant i n t e r n a t i o n a l p r i c e s f u r t h e r 

s t i m u l a t e d the e x p a n s i o n . The l o n g - t e r m consequences of the r e t u r n 

to r e l a t i v e p r o s p e r i t y were p r o b a b l y u n f a v o r a b l e on b a l a n c e , how-

e v e r , to the r e g i o n a l economy. Occupa t i on of the r e g i o n ' s b e s t 

a g r i c u l t u r a l r e s o u r c e s by the s u g a r " m o n o - c u l t u r e " was r e i n f o r c e d ; 

p r o d u c t i o n o f f o o d s t u f f s was r e l e g a t e d p r i m a r i l y to the rema in ing 

l i m i t e d a reas o u t s i d e the D rought P o l y g o n , i n p a r t i c u l a r , the A g r e s -

te . Even i n the l a t t e r s u b - r e g i o n , the e x p a n s i o n of food p r o d u c t i o n 

c o n f r o n t e d a l a n d tenure and use s y s tem b e t t e r adapted f o r e x t e n s i v e 

c a t t l e r a i s i n g and s u b s i s t e n c e f a r m i n g . I n d u s t r i a l i z a t i o n was p r e -

d i c a t e d on the l o w e r i n g o f food p r i c e s i n urban m a r k e t s , a p r o p o s i -

t i o n l a r g e l y p r e c l u d e d by the i n e l a s t i c i t y of the r e g i o n ' s food 

s u p p l y . I ndeed , the N o r t h e a s t ' s s a l e s o f s u g a r and o t h e r non - f ood 

a g r i c u l t u r a l p r oduc t s to the C e n t e r - S o u t h were o f f s e t p a r t i a l l y by 

food impor t s from the l a t t e r r e g i o n . 

Fu r t he rmo re , N o r t h e a s t s u g a r p r o d u c e r s began to encounte r 

h e a v i e r c o m p e t i t i v e p r e s s u r e s as p r o d u c t i o n of s u g a r i n the C e n t e r -

South began to i n c r e a s e . To m a i n t a i n t h e i r market p o s i t i o n , the 

N o r t h e a s t p r oduce r s i n t u rn b r ough t downward p r e s s u r e to bear on 

wages i n the i n d u s t r y . T h e i r immediate o b j e c t i v e was not very 

d i f f i c u l t to a c c o m p l i s h , i n view o f the extreme i n e l a s t i c i t y of 

the r u r a l l a b o r s u p p l y at the s u b s i s t e n c e wage l e v e l . With wages 

ex t reme ly low, however , the e f f e c t i v e s i z e o f the r e g i o n a l market 

f o r i n d u s t r i a l and consumer goods remained s e v e r e l y l i m i t e d , thus 

encumber ing the i n d u s t r i a l i z a t i o n p r o c e s s . 

The r e l a t i v e l a g i n N o r t h e a s t growth beh ind the C e n t e r - S o u t h 

was worsened by a f low o f l o w - c o s t l a b o r from the former to the 

l a t t e r r e g i o n . Wages i n the Sao Paulo area tended to i n c r e a s e l e s s 

r a p i d l y than l a b o r p r o d u c t i v i t y , thus a c c e l e r a t i n g r e t u r n s to c a p i -

t a l . A n a t u r a l consequence was a f l ow of c a p i t a l from the N o r t h e a s t 

to the C e n t e r - S o u t h . 

There a l s o appeared to be a s t eady wo r s en i n g i n terms o f t rade 

between the two r e g i o n s , p a r t i c u l a r l y a t m i d - c e n t u r y . Throughout 

the 1947 -1960 p e r i o d , the N o r t h e a s t earned s u b s t a n t i a l f o r e i g n t r ade 



s u r p l u s e s , w i t h the e x c e p t i o n o f one y e a r . The r e l a t i v e b a c k -

w a r d n e s s o f the r e g i o n ' s i n d u s t r i a l g r owth i m p l i e d p r o p o r t i o n a t e -

l y g r e a t e r demand f o r the more h i g h l y t a x e d i m p o r t s . N a t i o n a l 

t r a d e p o l i c y f a v o r e d the i m p o r t a t i o n o f c a p i t a l g o o d s , and thu s 

a l a r g e p o r t i o n o f the r e g i o n ' s e x p o r t e a r n i n g s were t r a n s f e r r e d 

s o u t h w a r d — pe rhap s 40% o f i t s e a r n i n g s i n the above p e r i o d . 6 

On the o t h e r s i d e o f the c o i n , the N o r t h e a s t was f o r c e d to 

do i t s b u y i n g f rom the " i n f a n t , " h i g h - c o s t i n d u s t r i e s o f the 

C e n t e r - S o u t h . T y p i c a l l y , the N o r t h e a s t p u r c h a s e d h i g h v a l u e -

added goods f rom the C e n t e r - S o u t h and s o l d low v a l u e - a d d e d commo-

d i t i e s , o r raw m a t e r i a l s , to the C e n t e r - S o u t h . M o r e o v e r , f i s c a l 

r e s o u r c e t r a n s f e r s a t the f e d e r a l l e v e l t e n d e d , on b a l a n c e , to 

f a v o r t he N o r t h e a s t . T h u s , i n r e l a t i o n to the C e n t e r - S o u t h , the 

N o r t h e a s t a c c u m u l a t e d c h r o n i c f i n a n c i a l d e f i c i t s . 

I n a d d i t i o n , N o r t h e a s t i m p o r t e r s t y p i c a l l y p a i d h i g h e r r a t e s 

f o r f o r e i g n e x c h a n g e , compared to the r a t e s p a i d by C e n t e r - S o u t h 

i m p o r t e r s o f " p r e f e r r e d " c a p i t a l g o o d s . P r o c e e d s f rom N o r t h e a s t 

exchange p u r c h a s e s were u sed to some e x t e n t i n s u p p o r t o f the c o f -

f ee economy, and a l s o to i n c r e a s e the l e n d i n g c a p a c i t y o f the Bank 

o f B r a z i l , wh i ch does most o f i t s b u s i n e s s i n the C e n t e r - S o u t h . 

T r a n s f e r s to the N o r t h e a s t t h r o u g h the f e d e r a l f i s c a l mecha-

n i sm were p r o b a b l y s u b s t a n t i a l l y i n e x c e s s o f d i r e c t t a x r e v e n u e s 

s u p p l i e d by the r e g i o n t h r o u g h o u t the f i r s t h a l f o f the c e n t u r y . 

As w i l l be e x p l a i n e d , h oweve r , t h e s e t r a n s f e r s were p r i m a r i l y f o r 

emergency d r o u g h t r e l i e f and a v a r i e t y o f p u b l i c wo rk s i n t e n d e d to 

m i t i g a t e the e f f e c t s o f d r o u g h t s . The c o n t r i b u t i o n o f the t r a n s -

f e r s to the g r owth o f p r o d u c t i v e c a p i t a l i n the r e g i o n was p r o b a b l y 

modes t . 

The N o r t h e a s t can thus c l a i m to have c o n t r i b u t e d i m p o r t a n t l y 

to the i n d u s t r i a l deve l opment o f the C e n t e r - S o u t h . The c l a i m i s 

j u s t i f i e d to a l a r g e e x t e n t m e r e l y on the b a s i s o f the r e g i o n ' s 

f o r e i g n t r a d e p e r f o r m a n c e i n the decade and a h a l f f o l l o w i n g Wor l d 

War I I . The p e r i o d c o i n c i d e d g e n e r a l l y w i t h the e x p a n s i o n o f im-

p o r t s u b s t i t u t i o n i n d u s t r i e s i n the C e n t e r - S o u t h , wh i ch n e c e s s a r i l y 

i m p l i e d a s u b s t a n t i a l i n c r e a s e i n c a p i t a l goods i m p o r t s . No r theas t -

s u r p l u s e a r n i n g s f r e q u e n t l y c o v e r e d the d e f i c i t s i n c u r r e d by the 

r e s t o f the c o u n t r y d u r i n g the p e r i o d . 7 

5 
Werner B a e r , Industrialization and Economic Development ^n 

Brazil (Homewood, I l l i n o i s : R i c h a r d D. I r w i n , I n c . , 1 9 6 5 ) , p. 178 . 

6Ibid., p. 175 . 

1Ibid. p. 174 . 



D e s p i t e the n a t u r e o f the r e g i o n a l i n t e r a c t i o n d u r i n g the 

f i r s t h a l f o f t h i s c e n t u r y , i t i s p r o b a b l y i n a c c u r a t e to s a y t h a t 

the r e l a t i v e r e t a r d a t i o n o f t he N o r t h e a s t was a n e c e s s a r y c o n d i -

t i o n f o r deve l opmen t i n the C e n t e r - S o u t h , o r t h a t the c e n t r i p e t a l 

e f f e c t s o f the l a t t e r r e g i o n ' s g rowth p r o c e s s were p r i m a r i l y a t 

f a u l t i n the w i d e n i n g gap between the two. The p r o c e s s o f e c o n o -

mic d e c l i n e i n the N o r t h e a s t has been t r a c e d back to the l a t e 17 th 

c e n t u r y . Tempora ry and p a r t i a l r e c o v e r i e s o c c u r r e d a t i n t e r v a l s 

i n the 2 - 1 / 2 c e n t u r i e s wh i ch e n s u e d , bu t the b a s i c s t r u c t u r e o f 

the r e g i o n ' s economy rema ined unchanged . The most s e r i o u s c o n s e -

quence o f the b r i e f r e c o v e r i e s may i n f a c t have been to d e l a y the 

day o f r e c k o n i n g w i t h the s t r u c t u r a l change s needed to p r o v i d e f o r 

s u s t a i n e d , l o n g - t e r m r e g i o n a l d e v e l o p m e n t . The poor r e s o u r c e e n -

dowment o f the N o r t h e a s t compared to the C e n t e r - S o u t h was a l s o a 

n a t u r a l p o i n t o f d i v e r g e n c e f o r the i n t e r - r e g i o n a l g r owth d i s p a r i -

t i e s . 

By m i d - 2 0 t h c e n t u r y , when n a t i o n a l income a c c o u n t i n g s t a t i s -

t i c s f i r s t became a v a i l a b l e , the e x t e n t o f the d i v e r g e n c e i n g rowth 

between the r e g i o n s was e v i d e n c e d . I n 1 9 2 0 , Sao P a u l o employed 

29% o f the n a t i o n ' s i n d u s t r i a l w o r k e r s , t he N o r t h e a s t 27%. By 

1 9 5 0 , the p e r c e n t a g e s were 39 and 1 7 , r e s p e c t i v e l y . Sao P a u l o ' s 

s h a r e o f t o t a l i n d u s t r i a l o u t p u t i n c r e a s e d f rom 39 . 6 to 4 5 . 3 % f rom 

1948 to 1 9 5 5 . I n the same p e r i o d , the N o r t h e a s t ' s s h a r e f e l l f rom 
o 

1 6 . 3 to 9 . 6 % The gap was l a r g e and c l e a r l y w i d e n i n g . E f f o r t s to 

c l o s e the gap were s h o r t l y to a c h i e v e h i g h p r i o r i t y i n n a t i o n a l 

deve l opment p o l i c y . 

9 
R e g i o n a l Deve l opmen t : P o l i c i e s and P rog rams 

The p r e c e d i n g d e s c r i p t i o n o f t he h i s t o r i c a l e v o l u t i o n o f the 

N o r t h e a s t economy does no t i m p l y t h a t u n t i l the 1950s B r a z i l was 

unaware o f o r i n d i f f e r e n t to the p rob lems o f the r e g i o n , no r t h a t 

t h e r e e x i s t e d a p o l i c y o f d e c e l e r a t i n g the r e g i o n ' s deve l opment 

f o r the b e n e f i t o f the r e s t o f the c o u n t r y . 

To b e g i n w i t h , i t may p l a u s i b l y be a r g u e d t h a t i n t e r - r e g i o n a l 

d i f f e r e n c e s i n l e v e l s o f g r owth were r e l a t i v e l y i n s i g n i f i c a n t a t 

g 
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the b e g i n n i n g o f t h i s c e n t u r y . I n a d d i t i o n , the deep gap d o c u -

mented by the n a t i o n a l a c c o u n t s f i f t y y e a r s l a t e r was a r e l a t i v e 

d i s p a r i t y i n g rowth r a t e s . The N o r t h e a s t had n o t f a i l e d e n t i r e -

l y to g r ow , but i t had no t kep t pace w i t h one o f the t r u l y o u t -

s t a n d i n g deve l opment p e r f o r m a n c e s i n L a t i n A m e r i c a . Pe rhap s i t 

i s more i m p o r t a n t to n o t e , h oweve r , t h a t B r a z i l began a g e n u i n e 

e f f o r t to deal w i t h the p e r c e i v e d p r ob l ems o f the N o r t h e a s t even 

b e f o r e the l a s t c e n t u r y had ended. 

The l o n g , c r u e l d r o u g h t o f 1 8 7 7 - 7 9 and the e n o r m i t y o f the 

human s u f f e r i n g wh i ch e n s u e d , p r o p e l l e d the N o r t h e a s t i n t o the 

n a t i o n a l c o n s c i o u s n e s s as a p r ob l em a r e a . As has a l r e a d y been 

p o i n t e d o u t , the S e r t a o i s s u b j e c t a n n u a l l y to d r y s p e l l s o f v a r y -

i n g i n t e n s i t y . Two f a c t o r s a c c o u n t e d f o r the e p i c p r o p o r t i o n s o f 

the 1 8 7 7 - 7 9 d r o u g h t : f i r s t , the ext reme a d v e r s i t y and p e r s i s t e n c e 

o f the c o m b i n a t i o n o f w e a t h e r e l e m e n t s w h i c h " n o r m a l l y " g i v e s r i s e 

to the s e m i - a r i d i t y o f the s u b - r e g i o n ; s e c o n d , the p o p u l a t i o n o f 

the S e r t a o had i n c r e a s e d s i g n i f i c a n t l y i n the p r e c e d i n g twenty 

y e a r s o f r e l a t i v e l y good ( d r o u g h t - f r e e ) w e a t h e r . I n s h o r t , a 

l a r g e body o f p e o p l e were f o r the f i r s t t ime a f f e c t e d . T h e i r 

p r e s e n c e i n the S e r t a o when the d r o u g h t h i t i s p r i m a r i l y a t t r i b u t a -

b l e to the d i s p l a c e m e n t o f l a b o r f rom the d e c l i n i n g s u g a r i n d u s t r y 

to the j o b s b e i n g c r e a t e d i n the e x p a n s i o n o f c o t t o n p r o d u c t i o n on 

the h i n t e r l a n d p l a t e a u . 

The gove rnment r e s p o n d e d to the c r i s i s by c r e a t i n g a Roya l 

Commi s s i on to i n v e s t i g a t e the c a u s e s and p r o v i d e r e l i e f f o r the 

c o n s e q u e n c e s . The Commi s s i on w a s , h o w e v e r , r e l a t i v e l y i n e f f e c t i v e 

i n e x e c u t i n g i t s manda te , and r a t h e r q u i c k l y r e t i r e d i n t o o b s c u r i -

t y . 

I n 1 9 0 2 , the p u b l i c a t i o n by E u c l i d e s da Cunha o f h i s c l a s s i c 

n o v e l , Os Sertoes3 r e - s t i m u l a t e d the n a t i o n a l c o n s c i e n c e to the 

p l i g h t o f the d r o u g h t f l a g e l a d o s . I n 1 9 0 9 , the I n s p e t o r i a o f Works 

A g a i n s t the D r o u g h t s was c r e a t e d a t the f e d e r a l l e v e l to dea l w i t h 

the phenomenon. By l a w , the I n s p e t o r i a was to be run by e n g i n e e r s 

and n a t u r a l s c i e n t i s t s . The a p p r o a c h t hey adop ted c e n t e r e d on the 

s o - c a l l e d "acude" s o l u t i o n . They p r o p o s e d the w i d e s p r e a d i n s t a l l a -

t i o n o f wa te r r e t e n t i o n s t r u c t u r e s , t h e o r e t i c a l l y f o r the p u r p o s e s 

o f p r o v i d i n g wa te r f o r human and l i v e s t o c k c o n s u m p t i o n d u r i n g d ry 

p e r i o d s and f a c i l i t a t i n g f o o d p r o d u c t i o n i n the a rea t h r o u g h o u t 

the y e a r . T h e i r p l a n s advanced o n l y s l i g h t l y , h o w e v e r , p r i o r to 

the r e c u r r e n c e o f s e v e r e d r o u g h t i n 1 919 . 

S i g n i f i c a n t l y , the d r o u g h t o f 1919 c o i n c i d e d w i t h the b e g i n -

n i n g o f the term i n o f f i c e o f the o n l y N o r t h e a s t e r n e r to g o v e r n 



B r a z i l , E p i t a c i o P e s s o a . The new p r e s i d e n t s e t as an o b j e c t i v e 

o f h i s a d m i n i s t r a t i o n the " e x t i n c t i o n " o f the d r o u g h t i n t he 

N o r t h e a s t . He f o l l o w e d t h r o u g h w i t h a v e n g e a n c e . 

From 1916 to 1 9 1 9 , the e x p e n d i t u r e s o f the I n s p e t o r i a 

a v e r a g e d abou t 4 m i l l i o n milreis a n n u a l l y . I n the p e r i o d 1 9 2 1 -

1 9 2 2 , t hey jumped to an a v e r a g e o f 142 m i l l i o n , a phenomenal 15% 

o f t o t a l n a t i o n a l r e v e n u e s . From 1919 to 1 9 2 3 , the I n s p e t o r i a 

expended the a p p r o x i m a t e e q u i v a l e n t o f US$150 m i l l i o n i n c u r r e n t 

p u r c h a s i n g p o w e r ! ^ 0 

The s t a r t l i n g r i s e i n e x p e n d i t u r e s was made p o s s i b l e i n p a r t 

due to a " s h e l f " o f p r o j e c t s d e v e l o p e d by the I n s p e t o r i a s i n c e i t s 

c r e a t i o n . I t s h o u l d a l s o be n o t e d t h a t the c o n s t r u c t i o n work s e n -

v i s i o n e d were c o n t r a c t e d p r i m a r i l y to f o r e i g n f i r m s . E x c l u s i v e 

o f c o n t r a c t o r s ' f e e s , abou t h a l f o f the t o t a l e x p e n d i t u r e s o f the 

I n s p e t o r i a were payments f o r i m p o r t e d e q u i p m e n t . 

P r e s i d e n t E p i t a c i o l e f t o f f i c e i n 1 923 . H i s s u c c e s s o r , a 

n a t i v e o f M i n a s G e r a i s , e l i m i n a t e d the a l l o c a t i o n o f 2% o f f e d e r a l 

r e v e n u e s to the I n s p e t o r i a (wh i ch had been made manda to r y i n the 

p r e c e d i n g a d m i n i s t r a t i o n ) . A l l work s o f the I n s p e t o r i a , many o f 

wh i ch had no t r e a c h e d c o m p l e t i o n , were a b r u p t l y s u s p e n d e d i n 1925 . 

By t h a t t i m e , e x p e n d i t u r e s o f the I n s p e t o r i a had f a l l e n to 0 . 5 % 

o f f e d e r a l r e v e n u e s . The c u t b a c k i n s p e n d i n g was p a r t o f a g e n e r a l 

p o l i c y o f f i s c a l r e t r e n c h m e n t . The l e s s o n , as p o i n t e d o u t by 

H i r s c h m a n , i s t h a t a r e l a t i v e l y s t a g n a n t r e g i o n i s l i k e l y to be the 

s t e p c h i l d o f a dynamic r e g i o n . S p e n d i n g on the poo r r e g i o n can t end 

to be r e g a r d e d as a l u x u r y , g e n e r a l l y i l l a f f o r d e d . 

The a s c e n d a n c y o f the V a r g a s reg ime i n 1930 evoked a r e c o m m i t -

ment to the i d e a s o f E p i t a c i o P e s s o a , t r i g g e r e d by the r e t u r n o f a 

d r o u g h t l a s t i n g f rom 1930 to 1 932 . The e x t e n s i o n o f h e l p to the 

s u f f e r i n g N o r t h e a s t a l s o c o i n c i d e d w i t h the s o c i a l r e f o r m o b j e c t i v e s 

o f the V a r g a s g o v e r n m e n t . I n s p e t o r i a e x p e n d i t u r e s swung upward 

a g a i n , p e a k i n g a t 10% o f f e d e r a l r e v e n u e s i n 1932 . S e v e r a l ma jo r 

dams were c o m p l e t e d . T o t a l s t o r a g e c a p a c i t y was q u a d r u p l e d i n the 

1930s to a l e v e l o f abou t 2 . 5 m i l l i o n c u b i c m e t e r s . Road c o n s t r u c -

t i o n advanced s i g n i f i c a n t l y . The m o r a l e o f the I n s p e t o r i a was 

b u o y a n t . For a s h o r t p e r i o d a t l e a s t ( 1 9 3 4 - 3 7 ) , a manda to r y a l l o -

c a t i o n o f 4% o f f e d e r a l r e v e n u e s to the I n s p e t o r i a was r e i n s t a t e d . 

The 1940s were d r o u g h t - f r e e , mak ing l i f e r e l a t i v e l y u n e v e n t -

f u l f o r the I n s p e t o r i a - - e x c e p t t h a t 4% o f f e d e r a l r e v e n u e s were 

1 0 A l b e r t 0 . H i r s c h m a n , Journeys Toward Progress (New Y o r k : 
The T w e n t i e t h C e n t u r y Fund , 1 9 6 3 ) , p. 30. 



aga i n m a n d a t o r i l y a s s i g n e d to i t under the 1946 C o n s t i t u t i o n , and 

i t s name was changed to the N a t i o n a l Department o f Works A g a i n s t 

the D r o u g h t , DNOCS. 

The f o r t i e s were e v e n t f u l i n o t h e r ways , however. At t h e i r 

o u t s e t , the wisdom of the I n s p e t o r i a approach was i n c i s i v e l y c r i -

t i c i z e d from w i t h i n the rank s o f the agency . The f i r s t d i r e c t o r 

o f the a g e n c y ' s a g r i c u l t u r a l r e s e a r c h and e x t e n s i o n s e r v i c e , Jose 

Augus to T r i n i d a d e , spoke out f o r c e f u l l y a g a i n s t the p r o l i f e r a t i o n 

o f dams w i t h o u t adequate p r o v i s i o n s be ing made to en su re the use 

o f the s t o r e d water f o r the p r o d u c t i o n o f food c r o p s . He a c c u r a t e -

l y noted t ha t the dams b e n e f i t e d p r i m a r i l y the l a r g e l andowner , 

who t y p i c a l l y owned both the dam s i t e and the i r r i g a b l e l ands be-

low, but who by p r o f e s s i o n and o u t l o o k had no i n t e r e s t i n i r r i g a -

t i o n . Water r e l i e v e d the impact of d rough t on the l i v e s t o c k o f 

the r e g i o n , but water p l u s i r r i g a t i o n was needed to produce the 

food c rops r e q u i r e d f o r the s e c u r i t y o f the l o c a l human p o p u l a t i o n . 

I n good y e a r s , dam c o n s t r u c t i o n w i t h o u t i r r i g a t i o n might even 

y i e l d a s u r p l u s o f f o o d s t u f f s to a l l e v i a t e s u p p l y problems i n the 

major urban c e n t e r s . Such c o n s t r u c t i o n a l s o s e r v e d to r e t a i n 

cheap l a b o r i n the a r e a , which a g a i n b e n e f i t e d c h i e f l y the l a r g e 

l andowner , but i n c r e a s e d the number o f peop le l i k e l y to be h a r d e s t 

h i t by d r o u g h t . 

T r i n i d a d e ' s arguments were c o n v i n c i n g , and have been o f t en 

repeated s i n c e , but to l i t t l e a v a i l . As of 1961 , o n l y 7000 hec -

t a r e s a d j o i n i n g the dams b u i l t w i t h p u b l i c funds were under i r r i -

g a t i o n . The Oros Dam a l o n e , l a r g e s t i n the r e g i o n , was the po ten -

t i a l key to the i r r i g a t i o n o f 100 ,000 h e c t a r e s i n the J a g u a r i b e 

V a l l e y . 1 1 The problems to be c o n f r o n t e d i n a d j u s t i n g p r o p e r t y 

r i g h t s to f a c i l i t a t e i r r i g a t i o n have become s t e a d i l y more complex. 

The o t h e r event worthy of note was the s h i f t i n emphas i s 

which o c c u r r e d i n the 1940s from the problems o f the Drought P o l y -

gon cen te r r e g i o n to the Sao F r a n c i s c o R i v e r V a l l e y . 

The Sao F r a n c i s c o i s the l a r g e r o f the two p e r e n n i a l s t reams 

which t r a v e r s e the N o r t h e a s t R e g i o n , and i s n a v i g a b l e over l a r g e 

p o r t i o n s . I t does not f low th rough the h e a r t l a n d o f the Drought 

Po l y gon . I t s ad j a cen t s o i l s are c o m p a r a t i v e l y p o o r e r , and r e c e i v e 

l e s s r a i n f a l l . In g e n e r a l , however, the r i v e r b a s i n i s l e s s s u b -

j e c t to the more s e ve re e f f e c t s o f d r o u g h t . 

The c r e a t i o n o f the Sao F r a n c i s c o R i v e r V a l l e y Commis s ion , 

CVSF, at the f e d e r a l l e v e l i n 1948 not on l y r e p r e s e n t e d a s h i f t i n 

U I b i d . s p. 69. 



g e o g r a p h i c a l f o c u s , i t marked the b e g i n n i n g o f a new approach to 

the problems o f the N o r t h e a s t . The Commiss ion was gua ran teed 1% 

o f f e d e r a l r e v e n u e s , i n keep ing w i t h the p recedent e s t a b l i s h e d 

( a t i n t e r v a l s ) by the I n s p e t o r i a . S i m i l a r l y , the Commiss ion was 

headqua r t e r ed i n R i o . The d i f f e r e n c e r e s i d e d i n the C o m m i s s i o n ' s 

b road mandate to t r a n s f o r m a t o t a l economic env i ronment r a t h e r 

than to deal w i th a s i n g l e s p e c i f i c f e a t u r e o f the env i r onment . 

The approach owed much to the TVA p a t t e r n . U n f o r t u n a t e l y , the 

i n d e f i n i t e na tu re o f the C o m m i s s i o n ' s t a s k l e d to d i s p e r s i o n o f 

e f f o r t . I t s r e s o u r c e s were s p r e a d w i d e l y , but t h i n l y . 

I n 1948 a f e d e r a l l y owned "m i xed " company was formed to 

e x p l o i t the h y d r o - e l e c t r i c p o t e n t i a l o f the Pau lo A fon so F a l l s 

l o c a t e d a p p r o x i m a t e l y at the m i d - p o i n t o f the Sao F r a n c i s c o . Un-

l i k e the Commis s i on , the Sao F r a n c i s c o H y d r o - e l e c t r i c Company, 

CHESF, was not endowed w i th a g ua r an teed p o r t i o n o f the f e d e r a l 

r e venue s . M o r e o v e r , i t s pu rpose was s i n g u l a r and w e l l - d e f i n e d — 

the p r o d u c t i o n and d i s t r i b u t i o n o f power. I t has succeeded ad-

m i r a b l y . A lmost on s c h e d u l e , the f i r s t t h ree 6 0 , 0 0 0 - k i 1 o w a t t 

g e n e r a t o r s went i n t o o p e r a t i o n i n 1955 , and l i g h t e d the c i t i e s o f 

S a l v a d o r and R e c i f e , each about 400 k i l o m e t e r s d i s t a n t . CHESF 

a l s o gene ra ted the p r o s p e c t o f power g r i d adequate f o r r e g i o n a l 

i n d u s t r i a l i z a t i on. 

I n 1951 d rough t s t r u c k a g a i n . The g o v e r n m e n t ' s i n i t i a l 

r e spon se was l i m i t e d to the t r a d i t i o n a l " h y d r a u l i c " s o l u t i o n . 

The s e a r c h began, however , f o r a f r e s h c o n c e p t u a l i z a t i o n of the 

r e g i o n ' s i l l s . The f i r s t p u b l i c a t i o n o f n a t i o n a l income e s t i m a t e s 

i n 1951 and 1952 p r o v i d e d an a p p r o p r i a t e f ramework. H e n c e f o r t h , 

d i a g n o s i s o f the " N o r t h e a s t P rob lem" had as a s t a r t i n g p o i n t the 

w iden i ng i n t e r - r e g i o n a l gap. The problem was to narrow the d i v e r -

gence . 

H i r schman has c i t e d th ree p r ima r y consequences i n terms of 

r e g i o n a l development p o l i c y . F i r s t , income g e n e r a t i o n took 

p r i o r i t y over the f i g h t s a g a i n s t the d r o u g h t . Second , the r e g i o n 

l a i d c l a i m to the c o n t i n u o u s a t t e n t i o n of the n a t i o n , i n p l a ce o f 

p e r i o d i c and temporary emergency r e l i e f . F i n a l l y , the s u g a r zone 

o f the N o r t h e a s t was b rough t i n t o the development d i s c u s s i o n . 

One conc re te e x p r e s s i o n o f the new t h i n k i n g and l o s s of 

f a i t h i n p a s t approaches was the c r e a t i o n i n 1955 o f the Bank o f 

the N o r t h e a s t . The Bank was a s s i g n e d 0 .8% o f f e d e r a l r e venue s . 

I t s mandate i n i t i a l l y was to extend medium- and l o n g - t e r m c r e d i t 

f o r a g r i c u l t u r e , p a r t i c u l a r l y w i t h r e g a r d to the commercial x e r o -

p h i l o u s c r o p s . E a r l y i n i t s e x i s t e n c e , however , the Bank broadened 



i t s o b j e c t i v e s i n the d i r e c t i o n o f g e n e r a l deve l opment b a n k i n g . 

U n l i k e a l l o t h e r a g e n c i e s p r e v i o u s l y c r e a t e d to deal w i t h N o r t h -

e a s t p r o b l e m s , the Bank was h e a d q u a r t e r e d i n the N o r t h e a s t , a t 

F o r t a l e z a . 

The Bank e n c o u n t e r e d c o n s i d e r a b l e d i f f i c u l t y a t the o u t s e t 

i n a c c o m p l i s h i n g i t s b r o a d e r o b j e c t i v e s . I t had no " s h e l f " o f 

deve l opment i n v e s t m e n t s to draw upon. A f t e r f i v e y e a r s , s h o r t -

term g e n e r a l commerc ia l c r e d i t s t i l l a c c o u n t e d f o r 75% o f o u t -

s t a n d i n g l o a n s . By 1 9 6 2 , h o w e v e r , s p e c i a l i z e d medium- and l o n g -
12 

term l o a n s o c c u p i e d abou t h a l f o f the B a n k ' s p o r t f o l i o . 

S e v e r e d r o u g h t r e t u r n e d to the N o r t h e a s t i n 1 9 5 8 , and i n 

i t s wake the b a n k r u p t c y o f the I n s p e t o r i a ' s " h y d r a u l i c " s o l u t i o n 

s t o o d o u t s t a r k l y . A l t h o u g h 6 . 4 b i l l i o n c u b i c me te r s o f s t o r a g e 

c a p a c i t y had by t h i s t ime been c r e a t e d , the combined r e l i e f em-

p l o y m e n t r o l l s o f DNOCS and the F e d e r a l H ighway Bu reau numbered 

more t han a h a l f m i l l i o n p e o p l e . The te rm " d r o u g h t p r o f i t e e r i n g " 13 
e n t e r e d the n a t i o n a l v o c a b u l a r y and d i s i l l u s i o n was c o m p l e t e . 

I n May 1 9 5 8 , P r e s i d e n t K u b i t s c h e k c h a r g e d the head o f the 

N a t i o n a l Economic Deve lopment B a n k , e c o n o m i s t C e l s o F u r t a d o , w i t h 

the t a s k o f a n a l y z i n g the economy o f the N o r t h e a s t and p r e p a r i n g 

a c o m p r e h e n s i v e p r o p o s a l f o r f e d e r a l a c t i o n . F u r t a d o r e p o r t e d 

back i n e a r l y 1 959 : 

The B r a z i l i a n N o r t h e a s t s t a n d s ou t i n the 
Wes te rn Hemi sphe re as the most e x t e n d e d and p o p u l o u s 
zone where income pe r c a p i t a i s be low 100 d o l l a r s . 
The a v e r a g e income o f the N o r t h e a s t e r n e r i s l e s s than 
o n e - t h i r d t h a t o f the i n h a b i t a n t o f the C e n t e r - S o u t h . 
S i n c e income i s f a r more c o n c e n t r a t e d i n the N o r t h -
e a s t , the d i s p a r i t y i n l i v i n g l e v e l s o f the mass o f 
the p o p u l a t i o n i s even g r e a t e r . 1 4 

There was no doubt i n h i s mind but t h a t the d i s p a r i t y o f income 

l e v e l s between the r e g i o n s was the most s e r i o u s p r ob l em f a c i n g 

the n a t i o n ' s d e v e l o p m e n t . He r e v i e w e d the n a t i o n a l i n s t i t u t i o n a l 

b i a s e s wh i ch has r e i n f o r c e d the g r owth o f the d i s p a r i t i e s , and he 

d e l i n e a t e d the s t r u c t u r a l o b s t a c l e s wh i ch wou ld have to be o v e r -

come w i t h i n the N o r t h e a s t ' s economy i n o r d e r f o r the r e g i o n to 

s u s t a i n a c c e l e r a t e d l o n g - t e r m d e v e l o p m e n t . 

I n p a r t i c u l a r , F u r t a d o f o c u s e d on the s t r o n g b r a k i n g e f f e c t 

wh i ch h i g h u rban f o o d p r i c e s e x e r t e d a g a i n s t i n d u s t r i a l i z a t i o n . 

12Ibid.3 p. 6 4 . 
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He a t t r i b u t e d the h i gh food p r i c e l e v e l s to a comb ina t i on o f 

i n a d e q u a t e , u n s t a b l e and i n e l a s t i c s u p p l y , and even i n good crop 

y e a r s , to e x c e p t i o n a l l y h i g h ma r ke t i n g c o s t s . The l e v e l o f food 

p r i c e s , i n h i s v i ew , d e p r i v e d the N o r t h e a s t o f i t s most s i g n i f i -

cant compara t i ve advan t age , cheap l a b o r . W i thou t t h i s a d van t age , 

the N o r t h e a s t would not be ab le to deve lop the new, p o t e n t i a l l y 

dynamic markets i n the C e n t e r - S o u t h which were u r g e n t l y needed to 

m o t i v a t e i t s i n d u s t r i a l i z a t i o n p r o c e s s . 

H i s p r o p o s a l s f o r governmenta l a c t i o n were d i r e c t and uncom-

p l i c a t e d . E s s e n t i a l l y , they were (1 ) to put the b a s i n s o f the 

dams c o n s t r u c t e d w i t h f e d e r a l monies under i r r i g a t i o n so as to 

gene ra te a food r e s e r v e i n the S e r t a o ; (2 ) to head o f f the advance 

o f s l a s h - a n d - b u r n a g r i c u l t u r e i n the v i r g i n t r o p i c a l r a i n f o r e s t 

of Maranhao and to c o l o n i z e the t e r r i t o r y on the b a s i s o f r a t i o n a l 

a g r i c u l t u r a l t e c h n i q u e s ; and (3 ) to r e o r g a n i z e l a n d use i n the 

Zona da Mata so as to b r i n g p o r t i o n s o f the r e g i o n ' s b e s t l and s 

i n t o p r o d u c t i o n o f food f o r r e g i o n a l m a r k e t s . The common denomi-

n a t o r o f h i s p r o p o s a l s was more food at lower p r i c e s i n the urban 

marke t s . 

Each o f the p r o p o s a l s r a i s e d d e l i c a t e and fundamental i s s u e s . 

I r r i g a t i o n o f the f e d e r a l dam b a s i n s would r e q u i r e r e v i s i o n of an 

e n t i r e l and tenure s y s tem. C o l o n i z a t i o n o f Maranhao s u g g e s t e d 

l a r g e - s c a l e p o p u l a t i o n movements a c r o s s p o l i t i c a l b o u n d a r i e s . Re-

o r g a n i z a t i o n o f l and use i n the s u g a r zone would e n t a i l the b a s i c 

t r a n s f o r m a t i o n o f an economy which had pe rpe tua ted i t s e l f w i t h o u t 

s i g n i f i c a n t change f o r 4 - 1/2 c e n t u r i e s . 

The S u p e r i n t e n d e n c y f o r the Development 
of the N o r t h e a s t : SUDENE 

The i n e v i t a b l e s to rm of c o n t r o v e r s y which f o l l o w e d the p u b l i -

c a t i o n of F u r t a d o ' s r e p o r t was t a n g i b l e p r o o f o f the s e n s i t i v i t y 

o f the i s s u e s he had r a i s e d . The f a c t t h a t h i s p r o p o s a l s were i n -

c o r p o r a t e d i n the c r e a t i o n o f SUDENE i n December 1959 demons t ra ted 

t h a t development p o l i c y i n the N o r t h e a s t had come of age. The 

s t a g e was s e t f o r a d i r e c t a t t a c k on the r oo t causes o f the r e g i o n ' s 

economic i l l s . 

The l e g i s l a t i o n g i v i n g b i r t h to SUDENE endowed the agency 

w i t h powers commensurate w i th i t s t a s k s . I t was g i v e n c o n t r o l o ve r 

the p o l i c i e s , p l a n s and i n v e s t m e n t s o f a l l f e d e r a l a genc i e s o p e r a -

t i n g i n the N o r t h e a s t ; t h e i r a c t i v i t i e s were h e n c e f o r t h to be c o o r -

d i n a t e d w i th the o v e r - a l l r e g i o n a l development p l a n n i n g of SUDENE. 



The agency was to execute i t s p l an s t h r ough the e x i s t i n g s t r u c t u r e 

o f f e d e r a l e n t i t i e s , i n c o o p e r a t i o n w i t h s t a t e and l o c a l a d m i n i s -

t r a t i o n s , and, where n e c e s s a r y , d i r e c t l y under i t s own a u t h o r i t y . 

The l e g i s l a t i o n a l s o p e r m i t t e d SUDENE to recommend the c r e a t i o n , 

r e t i r e m e n t o r re fo rm of f e d e r a l a g e n c i e s i n the N o r t h e a s t . Power 

to e x p r o p r i a t e p r o p e r t y i n " t h e i n t e r e s t s o f s o c i a l w e l f a r e " was 

g i v e n to the agency , as we l l as p r imary r e s p o n s i b i l i t y f o r p u b l i c 

works and emergency r e l i e f i n time o f d r o u g h t . SUDENE was a u t h o r -

i z e d to p r o v i d e f e d e r a l income tax and customs d u t i e s r e l i e f , as 

we l l as p r e f e r e n t i a l t reatment i n f o r e i g n exchange t r a n s a c t i o n s 

to p r i v a t e f i r m s i n f u r t h e r a n c e o f r e g i o n a l i n d u s t r i a l i z a t i o n . 

No l e s s than 2% a n n u a l l y o f f e d e r a l revenues were to be p r o v i d e d 

to the agency , and such a d d i t i o n a l funds as Cong re s s approved. 

SUDENE ' s F i r s t Ma s te r P lan was s u b m i t t e d to Cong re s s i n m id -

1960. I t was e s s e n t i a l l y an e l a b o r a t i o n of the p r o p o s a l s which 

F u r t a d o , now the f i r s t S u p e r i n t e n d e n t o f SUDENE, had s ubm i t t ed to 

P r e s i d e n t K u b i t s c h e k e a r l y i n 1959. The i n i t i a l opponents o f the 

p r o p o s a l s took advantage o f the o p p o r t u n i t y to l aunch a second 

a t t a c k . Tumultuous debate p reven ted Congres s from a p p r o v i n g the 

P l an u n t i l December 1961. A p p r o p r i a t i o n o f the r eque s t ed budge ta r y 

funds f o l l o w e d a p p r o v a l , and SUDENE was i n o p e r a t i o n . 

I n Augu s t 1961 , Fu r tado met i n Wash ing ton w i th P r e s i d e n t 

Kennedy and top U .S . A ID o f f i c i a l s . I t was agreed t ha t a s p e c i a l 

m i s s i o n o f U .S . e x p e r t s would be d i s p a t c h e d p rompt ly to the N o r t h -

e a s t to s t udy SUDENE ' s p l a n s and a s s i s t a n c e r e q u i r e m e n t s . The 

Bohan Team a r r i v e d i n B r a z i l i n the f a l l o f 1961 and r e p o r t e d back 

to P r e s i d e n t Kennedy i n February 1962. I n A p r i l , the Un i ted S t a t e s 

s i g n e d w i th B r a z i l the N o r t h e a s t T r ea t y p l e d g i n g US$131 m i l l i o n f o r 

the f i r s t two y e a r s of a f i v e y e a r program of c o o p e r a t i o n . 

F l u s h w i th the p r e c e d i n g s e r i e s o f a ch i e vemen t s , SUDENE moved 

q u i c k l y to i n i t i a t e i n v e s t m e n t s , but c o n c e n t r a t e d p r i m a r i l y on 

r e l a t i v e l y n o n - c o n t r o v e r s i a l p r o j e c t s . Highway c o n s t r u c t i o n , water 

and power s u p p l y , and the p romot ion o f i n d u s t r i a l i n ve s tmen t were 

the p r imary t h r u s t s . I n a g r i c u l t u r e , the agency devoted most of 

i t s e f f o r t s to the c o l o n i z a t i o n o f Maranhao. 

N e v e r t h e l e s s , the a u t h o r s of the F i r s t M a s t e r P lan l e f t no 

doubt about the p r i o r i t y a t t a ched to s o l u t i o n of the r e g i o n a l food 

s u p p l y prob lem. They w r o t e : 

One notes t h a t the h i g h p r o p o r t i o n o f e x p e n d i -
t u r e s on food i n the s o c i a l a ccoun t s of the N o r t h e a s t - -
i n the c i t y due to s h o r t a g e s , i n the c o u n t r y s i d e due 
to income s t a g n a t i o n - - r e d u c e s the p o r t i o n which would 



be d e s t i n e d to a n o t h e r e x p e n d i t u r e , i n c l u d i n g manu-
f a c t u r e d g o o d s . The u l t i m a t e c on sequence i s the 
r e s t r i c t i o n o f the ma rke t f o r m a n u f a c t u r e d goods and 
the d i s c o u r a g e m e n t o f i n d u s t r i a l p r o d u c t i o n . 1 5 

And f u r t h e r m o r e : 

In the d i a g n o s i s o f the N o r t h e a s t economy, on 
the b a s i s o f wh i ch the gove rnment d e c i d e d to c r e a t e 
SUDENE, the same p r i o r i t y was g i v e n to t h e s e mea su re s 
to i n c r e a s e a g r i c u l t u r a l o u t p u t and f a c i l i t a t e i t s 
d i s t r i b u t i o n as was a t t r i b u t e d to the i n t e n s i f i c a t i o n 
o f i n d u s t r i a l i n v e s t m e n t , s i n c e " t h e i n d u s t r i a l i z a -
t i o n o f the N o r t h e a s t has been s e r i o u s l y h i n d e r e d by 
the i n a d e q u a t e s u p p l y o f f o o d s i n the p r i n c i p a l u rban 
c e n t e r s o f the r e g i o n . " And the r e p o r t , f o r g r e a t e r 
e m p h a s i s , c l e a r l y a f f i r m s t h a t " t h e s o l u t i o n o f the 
s u p p l y p r o b l e m o f t h e s e c e n t e r s c o n s t i t u t e s a p r e r e -
q u i s i t e o f the s u c c e s s o f any i n d u s t r i a l i z a t i o n p o l i -
cy . " 16 

T h u s , the c e n t r a l p r ob l em o f N o r t h e a s t deve l opment was r e c o g n i z e d 

as t h a t o f p r o m o t i n g the s i m u l t a n e o u s , m u t u a l l y r e i n f o r c i n g g rowth 

o f bo th a g r i c u l t u r e and i n d u s t r y . The p rob lem was s een to h i n g e 

p r i m a r i l y on the r e l a t i o n s h i p between u rban f ood p r i c e l e v e l s and 

the s i z e o f m a r k e t s f o r the p r o d u c t s o f the r e g i o n ' s i n d u s t r y . 

I t was a l s o p e r c e i v e d t h a t the f ood d i s t r i b u t i o n and m a r k e t i n g 

s y s t e m s p l a y e d a key r o l e i n d e t e r m i n i n g the r e a l l e v e l o f u rban 

f ood p r i c e s . F i n a l l y , the w r i t e r s o f the F i r s t P l a n empha s i z ed 

t h a t a g r i c u l t u r a l deve l opment was no t o n l y c r u c i a l to s u c c e s s f u l 

i n d u s t r i a l i z a t i o n , but t h a t the g rowth o f i n d u s t r y wou ld s u b s t a n -

t i a l l y enhance t he p e r f o r m a n c e o f the a g r i c u l t u r a l s e c t o r . 

W i th the p u b l i c a t i o n i n m i d - 1 9 6 5 o f the T h i r d M a s t e r P l a n , 

SUDENE was a b l e to r e p o r t s i g n s o f s u b s t a n t i a l improvement i n the 

r e g i o n a l economy. Pe r c a p i t a income i n the N o r t h e a s t , as a p e r -

c e n t a g e o f pe r c a p i t a income f o r the c o u n t r y as a w h o l e , had c o n -

t i n u e d to d e c l i n e t h r o u g h the m i d - f i f t i e s . T h e r e a f t e r , h o w e v e r , 

an upward t r e n d was d i s c e r n i b l e . The r e g i o n ' s r e l a t i v e p o s i t i o n 

i n te rms o f n a t i o n a l pe r c a p i t a income had i n c r e a s e d f rom a low 

o f 44% ( 1 9 5 3 - 5 6 a v e r a g e ) to an a v e r a g e o f 54% i n the p e r i o d 1 9 6 0 -

62 . 

Improvement s i n s t a t i s t i c a l t e c h n i q u e s may have t ended to 

s l i g h t l y o v e r - e s t i m a t e the upward t r e n d . M o r e o v e r , r e g i o n a l 

15 - . B r a z i l , I Piano Director de Desenvolvimento Econormco e 
Social do Nordeste3 19 61-19 6 Z ( R e c i f e : D i r . de Documentasáo da 
SUDENE, 1966) , p. 118 . 

] 6 I b i d p . 194 . 



p o p u l a t i o n was g row ing more s l o w l y than t h a t of the r e s t o f the 

c o u n t r y , and the r a t e of i n c r e a s e i n per c a p i t a income f o r the 

r e s t o f the c oun t r y had dec rea sed measu rab l y i n the e a r l y s i x t i e s . 

I n the p e r i o d 1 9 6 0 - 6 2 , r e g i o n a l per c a p i t a income i n c r e a s e d at 

the r a te o f about 5% a n n u a l l y , and at l e s s than 3% f o r the c oun t r y 

as a who le . 

The c o n c l u s i o n c ou l d s t i l l be t e n t a t i v e l y e n t e r t a i n e d , how-

e v e r , t h a t the i n t e r - r e g i o n a l gap had ceased to widen and a p p a r e n t -

l y had c l o s e d s l i g h t l y . 

E x p a n s i o n was o c c u r r i n g most r a p i d l y i n the a g r i c u l t u r a l 

s e c t o r . The T h i r d P l an r e p o r t e d t h a t from 1955 to 1962 n o n - l i v e -

s t o c k ou tpu t had i n c r e a s e d by 43%; l i v e s t o c k p r o d u c t i o n was up 22%; 

and the s e c t o r as a whole had expanded ou tpu t at an average r a te 

o f 4.7% a n n u a l l y . Of p a r t i c u l a r impor tance was a n o t a b l e change 

i n the c o m p o s i t i o n o f a g r i c u l t u r a l p r o d u c t i o n : food ou tpu t had 

i n c r e a s e d by 52% from 1955 to 1962 , as compared to 37% e x p a n s i o n 

i n n o n - f o o d and e x p o r t c r o p s . Among f o o d s t u f f s , r i c e p r o d u c t i o n 

had i n c r e a s e d mos t , manioc p r o d u c t i o n l e a s t . The SUDENE a n a l y s t s 

were d i smayed ove r the apparent l a c k o f improvement i n a g r i c u l t u r a l 

p r o d u c t i v i t y : ou tpu t e x p a n s i o n was n e a r l y matched by the i n c r e a s e 

i n c u l t i v a t e d l a nd . N e v e r t h e l e s s , 48% o f r e g i o n a l p r oduc t was con -

t r i b u t e d by a g r i c u l t u r e . The s e c t o r ' s growth was t h e r e f o r e a key 

f a c t o r i n the o v e r - a l l improvement o f the r e g i o n ' s economic p e r -

formance. 

The a u t h o r s o f the T h i r d P l an s i n g l e d out two major f a c t o r s 

c a u s i n g the u n s a t i s f a c t o r y l e v e l s o f i n ve s tmen t and p r o d u c t i v i t y 

improvement i n the a g r i c u l t u r a l s e c t o r : a g r a r i a n s t r u c t u r e and 

the ma r ke t i n g s y s tem. With r e s p e c t to the l a t t e r , they noted t h a t 

the s t i m u l u s which p r i c e i n c r e a s e s s h o u l d t r a n s m i t to the p roduce r 

were be ing i n t e r c e p t e d and b l o c ked by the ma r ke t i n g s y s tem. In 

the o t h e r d i r e c t i o n , the d e f i c i e n c i e s o f the ma r ke t i n g sy s tem were 

a l s o r ega rded by the SUDENE a n a l y s t s as i n h i b i t i n g the development 

o f the o v e r - a l l r e g i o n a l economy be r e d u c i n g the volume and i n c r e a s -

i n g the p r i c e o f f o o d s t u f f s r e a c h i n g the urban m a r k e t s . 

I n d i c a t i o n s o f growth i n the i n d u s t r i a l s e c t o r were d i s a p -

p o i n t i n g . At the time the T h i r d P lan was p r e p a r e d , 66% o f the 

N o r t h e a s t p o p u l a t i o n c o n t i n u e d to l i v e i n the r u r a l s e c t o r , as com-

pared to 55% f o r B r a z i l as a who le , and l e s s than 50% i n the C e n t e r -

S ou th . Urban p o p u l a t i o n i n the r e g i o n grew r a p i d l y d u r i n g the 

f i f t i e s ( 4 .8% a n n u a l l y ) , though more s l o w l y than i n any o t h e r 

r e g i o n o f B r a z i l . I n d u s t r i a l p r o d u c t i v i t y i n 1962 was up 54% com-

pared to 1955. The number o f f i rms w i th f i v e or more employees had 



i n c r e a s e d 74% from 1958 to 1962 , but the average number of employ -

ees i n such f i r m s had d e c l i n e d from 41 to 29 , and employment i n 

the a gg rega te had i n c r e a s e d by o n l y 22%. The a p p a r e n t l y s t r o n g 

i n c l i n a t i o n toward l a b o r - s a v i n g i n ve s tmen t s t r o u b l e d the SUDENE 

a n a l y s t s . They f o re saw a w o r s e n i n g o f the employment problem and 

a l e s s than s a t i s f a c t o r y d i s t r i b u t i o n o f income r e s u l t i n g from 

the l a b o r - s a v i n g t r e n d . 

Food p r o d u c t s c o n t i n u e d to dominate the r e g i o n ' s i n d u s t r i a l 

s t r u c t u r e , even though t h i s i n d u s t r y ' s c o n t r i b u t i o n to va lue p r o -

duct i n the s e c t o r d e c l i n e d s l i g h t l y from 33 to 30% i n the p e r i o d 

1958 -62 . I t s s ha re o f t o t a l v a l ue added was r e l a t i v e l y c o n s t a n t 

at about 29%. The t e x t i l e i n d u s t r y was a c l o s e second u s i n g both 

c r i t e r i a , and c o n t i n u e d to be p r e - em inen t i n terms o f employment, 

a c c o u n t i n g f o r 37% and 31% o f the i n d u s t r i a l l a b o r f o r c e i n 1958 

and 1962, r e s p e c t i v e l y . The food i n d u s t r y ' s s ha re i n the l a b o r 

f o r c e i n c r e a s e d s l i g h t l y ove r the same p e r i o d from 25 to 29%. 

The w r i t e r s o f the T h i r d P l an c ou l d f i n d no s i g n i f i c a n t 

t r ends i n d i c a t i n g a b a s i c t r a n s f o r m a t i o n o f the r e g i o n ' s i n d u s -

t r i a l s t r u c t u r e . N e v e r t h e l e s s , they were o p t i m i s t i c t h a t such 

changes would b e g i n to occu r as i n ve s tmen t s i n s o c i a l i n f r a s t r u c -

tu re matured and the impact o f the SUDENE p r i v a t e i n ve s tmen t i n -

c e n t i v e s program s t a r t e d to be f e l t . 

G e n e r a l l y , f a v o r a b l e t r e n d s i n terms o f volume and va lue o f 

e x p o r t s were d i s c e r n i b l e f o r the f i v e y e a r p e r i o d end ing i n 1962. 

These t r end s p e r m i t t e d the c o n c l u s i o n t h a t the e x t e r n a l s e c t o r 

c o n t r i b u t e d d e c i s i v e l y to the r e d u c t i o n o f d i s p a r i t i e s between 

the N o r t h e a s t and the r e s t o f the c o u n t r y . However, p r e l i m i n a r y 

i n d i c a t i o n s from 1963 on s u g g e s t e d the p o s s i b i l i t y o f r e v e r s a l s 

i n r e g a r d to s e v e r a l major e x p o r t s o f the r e g i o n . 

D e s p i t e the good r ea son s f o r op t im i sm w i t h r e g a r d to the 

f u t u r e , based on o b s e r v a b l e improvements i n the r e g i o n ' s economic 

pe r f o rmance , the au tho r s of the T h i r d P lan were c a r e f u l to p o i n t 

out the s e r i o u s n e s s o f the problems which rema ined, as we l l as 

s e v e r a l major p o t e n t i a l s o u r c e s o f d i f f i c u l t y . 

Per c a p i t a income i n the N o r t h e a s t was s t i l l l e s s than h a l f 

t ha t o f L a t i n Amer ica as a who le . Only B o l i v i a , H a i t i and P a r a -

guay were worse o f f , but the N o r t h e a s t had twice the combined 

p o p u l a t i o n o f the se c o u n t r i e s . I n a d d i t i o n , the i n t r a - r e g i o n a l 

d i s t r i b u t i o n o f income r e v e a l e d extreme i n e q u i t i e s , both g e o g r a p h -

i c a l l y and among s o c i a l g r o u p s . Concern f o r the d i s t r i b u t i o n o f 

income among the r e g i o n ' s p o p u l a t i o n was , i n f a c t , a dominant 



c h a r a c t e r i s t i c o f the T h i r d P l a n . S U D E N E ' s c o n c e r n i n t h i s r e g a r d 

was e x p r e s s e d as f o l l o w s : 

I n e f f e c t , the p rob l em o f income d i s t r i b u t i o n 
i s e q u i v a l e n t i n magn i t ude to the p rob lem o f income 
g r o w t h , not o n l y f o r r e a s o n s o f s o c i a l w e l f a r e , bu t 
e q u a l l y becau se o f the damage wh i ch a c c e n t u a t e d un -
equa l d i s t r i b u t i o n o f the r e c e i p t s o f the community 
can do to the e x p a n s i o n o f the m a r k e t , and as a c on -
s e q u e n c e , to the e x p a n s i o n and d i v e r s i f i c a t i o n o f 
the economic a c t i v i t i e s wh i ch a re c h a r a c t e r i s t i c o f 
the economic deve lopment p r o c e s s . 

The p l a n n e r s a l s o f o r e s a w an a p p r o a c h i n g end to the c u l t i v a -

b l e l a n d a v a i l a b l e i n the r e g i o n f o r a g r i c u l t u r a l e x p a n s i o n . Mo s t 

o f what r e m a i n e d , e s p e c i a l l y i n M a r a n h a o , c o u l d be b r o u g h t i n t o 

c u l t i v a t i o n o n l y w i t h s i z e a b l e i n v e s t m e n t s i n i n f r a s t r u e t u r e . I f 

the a g r i c u l t u r a l s e c t o r were to c o n t i n u e to p l a y a dynamic r o l e i n 

the r e g i o n ' s economy, improvement s i n p r o d u c t i v i t y c o u l d no l o n g e r 

be d e l a y e d . The a p p a r e n t l y w o r s e n i n g t r e n d s i n the e x p o r t s e c t o r , 

i n a d d i t i o n to h a v i n g a p o t e n t i a l l y s e r i o u s impac t on r e g i o n a l i n -

come, c o u l d a l s o a d v e r s e l y a f f e c t the a g r i c u l t u r a l s e c t o r ' s p r o g r e s s . 

I n the i n d u s t r i a l s e c t o r , j ob c r e a t i o n was not k e e p i n g pace 

w i t h a d d i t i o n s to the l a b o r f o r c e r e s u l t i n g f rom n a t u r a l p o p u l a t i o n 

g rowth and m i g r a t i o n to the c i t i e s . Unemployment , i n s h o r t , was 

becoming an i n c r e a s i n g l y s e r i o u s p r o b l e m . 

The i n v e s t m e n t p rog ram s t i p u l a t e d under the T h i r d M a s t e r P l a n 

was b a s i c a l l y an e x t e n s i o n o f the p rog rams begun under the p r e v i o u s 

two P l a n s . Two g e n e r a l s h i f t s i n empha s i s were n o t a b l e . I n f r a -

s t r u c t u r e i n v e s t m e n t s were to be s c a l e d down s l i g h t l y i n r e l a t i o n 

to a l l o t h e r s . Human r e s o u r c e i n v e s t m e n t s were to i n c r e a s e s u b s t a n -

t i a l l y , and to i n v o l v e a much b r o a d e r r ange o f a c t i v i t i e s . The l a t -

t e r s h i f t r e f l e c t e d one o f the most p r o m i n e n t f e a t u r e s o f the T h i r d 

P l a n , i n c o n t r a s t to the p r e c e d i n g two: a t t e n t i o n to the human r e -

s o u r c e no t o n l y as a f a c t o r o f p r o d u c t i o n , but a l s o as the d i r e c t 

b e n e f i c i a r y o f the deve l opment p r o c e s s . The s u b s t a n t i a l i n c r e a s e 

i n p rog rams p l a n n e d f o r human r e s o u r c e deve l opment a l s o c o n s t i t u t e d 

one app roach to the income d i s t r i b u t i o n p r ob l em. 

W i th r e s p e c t to a g r i c u l t u r e , t he T h i r d P l a n was i n t e n d e d to 

m a i n t a i n S U D E N E ' s o r i g i n a l empha s i s on the i n c r e a s e o f f ood p r o d u c -

t i o n . A major p o l i c y i n n o v a t i o n was the h i g h p r i o r i t y g i v e n i n the 

B r a z i l , I I I Piano Director de Desenvolvimento Economico e 
Social do Nordeste, 1966-1968 ( R e c i f e : D i v . de Documentacao da 
SUDENE, 1 966 ) , p. 24 . 



P lan to improvements i n the a g r i c u l t u r a l ma r ke t i n g s y s tem. D e f i -

c i e n c i e s i n the ma r ke t i n g s y s tem were v iewed by the SUDENE a n a l y s t s 

as c o n s t i t u t i n g a s e r i o u s o b s t a c l e to r e g i o n a l i n d u s t r i a l i z a t i o n . 

I n the words o f the T h i r d P l a n ' s a u t h o r s : 

The d e f i c i e n c i e s o f the ma rke t i n g and d i s t r i b u -
t i o n sy s tem thus c o n s t i t u t e a s e r i o u s o b s t a c l e to 
a g r i c u l t u r a l deve lopment. . . and a l s o p r e j u d i c e the 
development o f the economy as a who l e , f o r i t reduces 
the s u p p l y o f f ood to the urban c e n t e r s , even w h i l e 
food p r o d u c t i o n i s i n c r e a s i n g . 1 8 

Two fundamental c o n c l u s i o n s formed the b a s i s o f programming f o r 

SUDENE ' s i n v e s t m e n t s i n the a g r i c u l t u r a l s e c t o r under the T h i r d 

P l a n . F i r s t , 

. . . the p r o c e s s o f N o r t h e a s t i n d u s t r i a l i z a t i o n 
may be f r u s t r a t e d i f , i n the s h o r t r u n , [ a g r i c u l t u r a l ] 
ma rke t i n g i s not improved and the s u p p l y o f food and 
raw m a t e r i a l s f o r r e g i o n a l i n d u s t r i e s i s not s u b s t a n -
t i a l l y i n c r e a s e d ; 

Second , 

. . . the i n c r e a s e i n r e g i o n a l a g r i c u l t u r a l p r o d u c -
t i o n v e r i f i e d i n r e cen t y e a r s was o f a p u r e l y e x t e n s i v e 
c h a r a c t e r , and thus has r e s u l t e d i n a p p r e c i a b l e i n c r e a s e s 
i n the c o s t s o f p r o d u c t i o n , w i th d i r e c t consequences f o r 
the very p r o c e s s o f d e v e l o p m e n t . ! 9 

The ma rke t i n g p r o g r a m ' s sha re o f a l l o c a t i o n to a g r i c u l t u r e was to 

i n c r e a s e from 15% under the Second M a s t e r P lan to 35% by the end 

o f the T h i r d P l a n . M a r k e t i n g improvements were expected to con -

t r i b u t e s i g n i f i c a n t l y to a s h o r t - and medium-term i n c r e a s e i n e f -

f e c t i v e r e g i o n a l food s u p p l y . 

I n i n d u s t r y , the T h i r d P lan c a l l e d f o r c o n t i n u a t i o n and 

a c c e l e r a t i o n o f the i n ve s tmen t i n c e n t i v e s program then i n i t s 

f o u r t h y e a r o f o p e r a t i o n . The r e s u l t s a l r e a d y a ch i e ved under the 

program were p o s i t i v e and s i g n i f i c a n t . They i n d i c a t e d c l e a r l y 

t h a t the program was the most e f f e c t i v e s i n g l e a c t i o n under taken 

by the government d i r e c t l y to s t i m u l a t e r e g i o n a l i n d u s t r i a l d e v e l -

opment. The P lan r e a f f i r m e d SUDENE ' s b a s i c p o l i c y to exc l ude from 

the i n c e n t i v e s program o n l y those i n ve s tmen t s r e s u l t i n g i n the p r o -

d u c t i o n o f " n o n - e s s e n t i a l " g o o d s , the i n s t a l l a t i o n of i d l e c a p a c i t y , 

or the wo r s en i n g o f the ba l ance o f payments . 

1 8 l M á . 3 p. 33. 

} 9 I b i d . J p. 111. 



F i v e o v e r - a l l o b j e c t i v e s were e s t a b l i s h e d f o r the T h i r d 

P l a n . They a r e : 

1. To i n c r e a s e g r o s s r e g i o n a l p r oduc t by 7% a n n u a l l y 
(which i m p l i e s a 4.7% annual i n c r e a s e i n r e g i o n a l 
per cap i ta i ncome); 

2. To i n c r e a s e the i n t e r n a l s p a t i a l and i n t e r - s e c t o r a l 
i n t e g r a t i o n o f the r e g i o n a l economy, and to a c c e l e r -
ate the i n t e g r a t i o n o f the r e g i o n a l economy wi th the 
n a t i o n a l economy i n g e n e r a l ; 

3. To c rea te new job o p p o r t u n i t i e s , p a r t i c u l a r l y i n 
the i n d u s t r i a l and s e r v i c e s s e c t o r s , so as to d i m i n -
i s h the unemployment p rob lem; 

4. To a c c e l e r a t e the e xpan s i on o f ou tpu t i n a g r i c u l t u r e 
and m i n i n g , i n o r d e r to i n c r e a s e per c a p i t a food 
s u p p l y and expand the c a p a c i t y o f the r u r a l p o p u l a -
t i o n to consume manufac tu red p r o d u c t s ; and 

5. To broaden d i r e c t a cce s s to the b e n e f i t s of d e v e l o p -
ment, thus f a c i l i t a t i n g g r e a t e r i n d i v i d u a l a c h i e v e -
ment and s o c i a l m o b i l i t y . 

A very b r i e f d e s c r i p t i o n o f the SUDENE i n ve s tmen t i n c e n t i v e s 

program--how i t o p e r a t e s , the r e spon se o f the p r i v a t e s e c t o r to i t , 

and i t s e f f e c t s on r e g i o n a l economic g r o w t h — w i l l round out t h i s 

s e c t i o n o f the c h a p t e r . 

The b a s i c program was e s t a b l i s h e d i n 1961 i n the l e g i s l a t i o n 

accompanying C o n g r e s s i o n a l app rova l o f SUDENE ' s F i r s t Ma s te r P l a n . 

I t was s u b s e q u e n t l y r e v i s e d under the l e g i s l a t i o n o f the Second 

P l an i n 1963. The r e l e v a n t p r o v i s i o n s o f the two p i e c e s of l e g i s -

l a t i o n a r e , r e s p e c t i v e l y , A r t i c l e s 34 and 18; hence, the program 

i s g e n e r a l l y r e f e r r e d to as the " A r t i c l e s 34/18 " program. 

O r i g i n a l l y , the program a l l owed co rpo r a t e e n t i t i e s i n B r a z i l 

to d e p o s i t up to 50% o f t h e i r f e d e r a l income tax l i a b i l i t i e s i n 

the Bank of the N o r t h e a s t f o r s ub sequen t i n ve s tmen t i n the r e g i o n ' s 

i n d u s t r i a l s e c t o r . The amount o f the tax d e p o s i t had to be matched 

by an equal amount of p r i v a t e funds i n the f i n a l i n ve s tmen t p r o j e c t . 

The d e p o s i t o r cou l d under take an i n ve s tmen t o f h i s own, or i n v e s t 

i n the p r o j e c t of ano the r c o r p o r a t e e n t i t y , i n which case the l a t -

t e r was r e s p o n s i b l e f o r the match ing f u n d s . SUDENE approva l was 

r e q u i r e d f o r a l l i n ve s tmen t p r o j e c t s . 

S i n c e 1966, the match ing funds r equ i r ement may be s e t at 25 , 

50 or 75% o f the t o t a l i n v e s t m e n t , depend ing on the me r i t of the 

p r o j e c t as determined by SUDENE. The Bank of the N o r t h e a s t w i l l 

s u p p l y up to 50% o f the match ing funds r e q u i r e d , i n the form of a 

l o a n at ve ry f a v o r a b l e i n t e r e s t r a t e s . T h e o r e t i c a l l y , t h e r e f o r e , 

an i n v e s t o r i n a maximum p r i o r i t y p r o j e c t cou l d draw on 34/18 funds 



( h i s own or those o f o t h e r c o r p o r a t e d e p o s i t o r s ) f o r up to 75% 

o f the t o t a l i n v e s t m e n t ; he c ou l d borrow up to 12-1/2% of the 

p r o j e c t c o s t from the Bank o f the N o r t h e a s t , and would thus have 

to p r o v i d e a minimum of o n l y 12 -1/2% o f the p r o j e c t c o s t i n 

match ing f u n d s . 

The program was extended i n 1965 to the a g r i c u l t u r a l and 

t e l e commun i ca t i on s s e c t o r s . In a d d i t i o n to f i x e d c a p i t a l i n v e s t -

ment f u n d s , l i m i t e d wo r k i n g c a p i t a l f i n a n c i n g f o r N o r t h e a s t e r n 

f i r m s i s now a l s o a v a i l a b l e under the program. 

I n 1962, the f i r s t f u l l y e a r o f the p rog ram, a lmost 2 ,000 

c o r p o r a t e tax paye r s made d e p o s i t s . By the end of 1966 , the 

number of d e p o s i t o r s had i n c r e a s e d t e n f o l d , to i n c l u d e a p p r o x i -

mate ly 10% o f a l l e l i g i b l e f i r m s i n B r a z i l . Sao Pau lo f i r m s 

accounted f o r more than h a l f the number of d e p o s i t s . Over the 

same p e r i o d , the number o f c r u z e i r o s d e p o s i t e d a n n u a l l y i n c r e a s e d 

from 6 m i l l i o n to 252 m i l l i o n new c r u z e i r o s . 

D e p o s i t s have accumulated much f a s t e r than p r o j e c t s have 

been approved and d i s b u r s e m e n t s made. Of t o t a l d e p o s i t s i n 1966 , 

f o r example, 60% had been a l l o c a t e d and on l y 15% d i s b u r s e d to 

approved p r o j e c t s as o f m i d - 1967 . The l a g from d e p o s i t to i n v e s t -

ment has i t s e l f , however, been i n s t r u m e n t a l i n f a c i l i t a t i n g r e -

g i o n a l growth by e n a b l i n g the Bank o f the N o r t h e a s t to expand i t s 

s h o r t - t e r m commercial l e n d i n g o p e r a t i o n s . Over the p a s t f o u r 

y e a r s , the N o r t h e a s t bor rower was thus s pa r ed the f u l l impact o f 

the f e d e r a l g o ve r nmen t ' s t i g h t c r e d i t p o l i c y . As H i r schman has 

p o i n t e d o u t , the d e p o s i t - t o - i n v e s t m e n t l a g i s to some ex ten t un-

a v o i d a b l e , g i v e n the c omp l e x i t y o f p r e p a r i n g new p r o j e c t s . I t 

a l s o h e l p s d r i v e the s y s tem fo rward by s t i m u l a t i n g the s ea r ch f o r 

i n ve s tmen t o p p o r t u n i t i e s ( u n u t i l i z e d funds r e v e r t to the Federa l 

T r e a s u r y th ree y e a r s a f t e r d e p o s i t ) . 

As f o r the e f f e c t o f the program on r e g i o n a l g r owth , H i r s c h -

man has e s t i m a t e d t ha t 3 4 / 1 8 - i n d u c e d i n ve s tmen t s th rough mid -1967 

w i l l account f o r a d o u b l i n g o f the i n d u s t r i a l c a p i t a l s t o c k e x i s -
20 t en t i n the r e g i o n j u s t p r i o r to the i n i t i a t i o n o f the program. 

20 
A l b e r t 0. H i r s chman , " I n d u s t r i a l Development i n the N o r t h -

e a s t and the Tax C r e d i t Mechanism of A r t i c l e 3 4 / 1 8 , " a p r e l i m i n a r y 
d r a f t r e p o r t p repa red under c o n t r a c t A I D - 1 2 - 5 4 4 f o r the Un i ted 
S t a t e s Agency f o r I n t e r n a t i o n a l Development ( J u l y , 1 9 6 7 ) , p. 16. 



E q u a l l y i m p o r t a n t w i l l be the impac t o f the p rog ram on the s t r u c -

t u r e o f i n d u s t r y i n the N o r t h e a s t . I n H i r s c h m a n ' s w o r d s : 

The p r o j e c t s s u b s i d i z e d by the 34/18 mechan i sm, 
i n s h o r t , a re b r i n g i n g a more d i v e r s i f i e d and s o p h i s -
t i c a t e d i n d u s t r i a l s t r u c t u r e to the N o r t h e a s t , w i t h 
s h a r p l y i n c r e a s e d r e p r e s e n t a t i o n o f i n d u s t r i e s t h a t 
are both dynamic and 1 i n k a g e - r i c h . 2 1 

I n a d d i t i o n : 

The 34/18 p r o j e c t s a p p r o v e d up to June 1967 w i l l 
g i v e r i s e to 6 7 , 8 0 0 new j o b s . T h i s f i g u r e compares 
to a t o t a l i n d u s t r i a l work f o r c e o f 1 7 6 , 8 0 0 i n 1 9 5 9 . 2 2 

A l t h o u g h the n a t u r e o f i n v e s t m e n t s t a k i n g p l a c e under the p r og r am 

are r e l a t i v e l y c a p i t a l i n t e n s i v e , the i n d u s t r i e s wh i ch s h o u l d 

appea r to s e r v i c e the 34/18 i n d u s t r i e s w i l l p r o b a b l y be c o m p a r a t i v e -

l y l a b o r i n t e n s i v e and t h u s w i l l tend to a l l e v i a t e the unemployment 

p rob1 em. 

The 34/18 p rog ram i s j u s t b e g i n n i n g to b u i l d up momentum. 

I t s f u l l impac t on N o r t h e a s t deve l opment w i l l no t come i n t o o p e r a -

t i o n f o r s e v e r a l y e a r s . I t c l e a r l y s t a n d s o u t , h oweve r , as the 

most d r a m a t i c and c o n s e q u e n t i a l g rowth p r o c e s s to be i n i t i a t e d i n 

the N o r t h e a s t s i n c e the g r e a t s u g a r boom o f the e a r l y C o l o n i a l 

P e r i od. 

The 34/18 p rog ram w i l l be d i s c u s s e d i n somewhat more d e t a i l 

i n the nex t and s u b s e q u e n t c h a p t e r . H e r e , h oweve r , an advance i n -

d i c a t i o n s h o u l d be g i v e n o f two majo r p rob lems c o n f r o n t i n g the p r o -

gram. F i r s t , i t seems l i k e l y t h a t the c r e a t i o n o f o u t p u t c a p a c i t y 

under the p rog ram i s p r o c e e d i n g a t a r a t e wh i ch exceeds the g rowth 

o f e f f e c t i v e demand f o r the p r o d u c t s o f the new i n d u s t r i e s . I f 

t h i s t r e n d becomes e x a g g e r a t e d , the new i n d u s t r i e s may be f o r c e d 

to o p e r a t e a t low l e v e l s o f c a p a c i t y u t i l i z a t i o n , and thu s a t h i g h 

u n i t c o s t l e v e l s . M a r k e t s i z e s wou ld be even f u r t h e r r e s t r i c t e d 

as a r e s u l t . 

The p rob l em b o i l s down to the c o n s u m e r s ' d i s c r e t i o n a r y income 

b e i n g i n a d e q u a t e to s u s t a i n the r a p i d e x p a n s i o n o f o u t p u t c a p a c i t y ; 

c o n s u m e r s ' r e a l i n come , i n t u r n , i s l a r g e l y a f u n c t i o n o f the r e l a -

t i v e p r i c e o f f o o d . I n o t h e r w o r d s , F u r t a d o ' s o r i g i n a l a n a l y s i s o f 

the r e l a t i o n s h i p between f ood s u p p l y and r e g i o n a l i n d u s t r i a l i z a t i o n 

U I b i d . 3 p. 19. 

2ZIbid., p. 21 . 



i s s t i l l v a l i d and of c r i t i c a l r e l e v a n c e to the f o r m u l a t i o n of 

N o r t h e a s t development p o l i c y . 

Second , the 34/18 program has been r e s t r i c t e d p r i m a r i l y to 

the f i n a n c i n g of i n ve s tmen t and o p e r a t i n g c o s t s of f i r m s engaged 

i n p r o d u c t i o n . M a r k e t i n g and d i s t r i b u t i o n a c t i v i t i e s have been 

l a r g e l y e xc l uded form 34/18 f i n a n c i n g . I t i s our c o n t e n t i o n t h a t 

the l a t t e r a c t i v i t i e s can be of d i r e c t and v i t a l importance i n 

d e t e r m i n i n g the economic s u c c e s s of i n ve s tmen t s i n p r o d u c t i v e 

c a p a c i t y . Of p a r t i c u l a r impor tance i n t h i s r e g a r d would be the 

d i s t r i b u t i o n and ma r ke t i n g o f (1 ) a g r i c u l t u r a l i n p u t s , such as 

f e r t i l i z e r s and farm equ ipment ; and (2 ) a g r i c u l t u r a l o u t p u t s , both 

raw m a t e r i a l s f o r i n d u s t r y and commodit ies f o r human consumpt ion . 

Improvements i n the e f f i c i e n c y o f the ma rke t i n g sy s tems f o r such 

goods c ou l d l e ad to the l o w e r i n g o f p r o d u c t i o n c o s t s , the expan-

s i o n o f o u t p u t , and the i n c r e a s e of e f f e c t i v e s u p p l y o f a g r i c u l -

t u r a l p r o d u c t s , and t h u s , u l t i m a t e l y , to the en la rgement of mar-

ke t s f o r the p r oduc t s o f the r e g i o n ' s i n d u s t r y . 

Government M a r k e t i n g A genc i e s 

A l a r g e number and a wide v a r i e t y o f government a g e n c i e s are 

d i r e c t l y and i n d i r e c t l y i n v o l v e d i n the ma r ke t i n g s y s tems o f the 

N o r t h e a s t . I n some i n s t a n c e s the a g e n c i e s are o r g a n i z e d to deal 

w i t h s i n g l e commod i t i e s ; f o r example, the Suga r and A l c oho l I n s t i -

tu te and the Co f fee I n s t i t u t e . Other a g e n c i e s per form a s i n g l e 

ma r ke t i n g f u n c t i o n a c r o s s many d i f f e r e n t commodity c h a n n e l s . For 

example, CIBRAZEM, the B r a z i l i a n Warehous ing Company, dea l s s p e c i -

f i c a l l y w i th s t o r a g e ; SIMAN i s the N o r t h e a s t A g r i c u l t u r a l Ma rke t 

I n f o r m a t i o n S e r v i c e . CANESA, the N o r t h e a s t Supp l y Company, and 

SUNAB, the N a t i o n a l S upp l y S u p e r i n t e n d e n c y , are o r g a n i z e d to deal 

g e n e r a l l y w i th problems i n the ma r ke t i n g s e c t o r , the former on a 

r e g i o n a l b a s i s , the l a t t e r n a t i o n a l l y . The P r o d u c t i o n F i n a n c i n g 

Commis s i on , CFP, p r o v i d e s minimum p r i c e s u p p o r t i n the a g r i c u l t u r a l 

s e c t o r ; c r e d i t and i n ve s tmen t c a p i t a l are s u p p l i e d to the s e c t o r 

from many p u b l i c s o u r c e s . The B r a z i l i a n Food Commiss ion a d m i n i s -

t e r s the e q u i v a l e n t o f the U .S . Pure Food and Drug Ac t . Another 

s y s tem o f government a g e n c i e s e x i s t s to r e g u l a t e c o m p e t i t i v e be-

h a v i o r and the use o f economic power i n the p r i v a t e s e c t o r o f the 

B r a z i l i a n economy, much l i k e the U .S . Federa l Trade Commiss ion and 

J u s t i c e Department. 

The p r e ced i n g l i s t i s i l l u s t r a t i v e , not e x h a u s t i v e . I t does 

not i n c l u d e , f o r example, any o f the s t a t e and l o c a l a genc i e s which 



a f f e c t ma rke t i n g o p e r a t i o n s . A s e p a r a t e t r e a t i s e would be r e -

q u i r e d to f u l l y d e s c r i b e the h o s t o f government mixed-economy 

and o t h e r s e m i - p u b l i c e n t i t i e s which i n f l u e n c e o r engage i n d e s -

c r i b i n g the r o l e s o f the two a genc i e s most prominent i n N o r t h e a s t 

m a r k e t i n g , SUDENE and SUNAB, and the b a s i c approaches o f the se 

a g e n c i e s to the problems o f m a r k e t i n g . 

As i s e v i d e n t t h r oughou t the rema inder o f t h i s r e p o r t , a n a l -

y s i s o f ma rke t i ng s y s tem dynamics i s employed e s s e n t i a l l y as a 

too l f o r i n v e s t i g a t i n g the o v e r - a l l p r o c e s s o f economic d e v e l o p -

ment. The ma r ke t i n g s y s tems s t u d i e d by the SUDENE/MSU team are 

not l i m i t e d to the a g r i c u l t u r a l s e c t o r o f the r e g i o n a l economy, 

but extend to the d i s t r i b u t i o n o f i n d u s t r i a l p r o d u c t s , the exchange 

p r o c e s s e s between s e c t o r s , and the f l ows o f gene ra l impor t and 

e x p o r t commod i t i e s . The ma r ke t i n g s y s tems are used as c o n v e n i e n t 

mechanisms p r i m a r i l y f o r s t u d y i n g the t r a n s f e r s o f goods and the 

c o r r e s p o n d i n g t r a n s f e r s o f income w i t h i n the N o r t h e a s t community 

and between i t and o t h e r commun i t i e s . I n t h i s gene ra l s e n s e , most 

o f tfie programs i n wh ich SUDENE i s engaged can be v iewed as a c t i v i -

t i e s which, i n f l u e n c e the p r o c e s s e s o f m a r k e t i n g . I n p r a c t i c e , how-

e v e r , SUDENE fias adopted a more l i m i t e d , c o n v e n t i o n a l v iew o f i t s 

r o l e i n m a r k e t i n g , s p e c i f i c a l l y r e s t r i c t i n g i t s a t t e n t i o n to the 

a g r i c u l t u r a l s e c t o r . 

Thu s , w i t h i n SUDENE*s Department o f A g r i c u l t u r e and Supp l y 

i s the D i v i s i o n o f S u p p l y , which has the gene ra l r e s p o n s i b i l i t y f o r 

p l a n n i n g , o r g a n i z i n g and i n s t i t u t i n g SUDENE ' s programs i n the area 

o f a g r i c u l t u r a l m a r k e t i n g . The S upp l y D i v i s i o n h a s , i n the p a s t , 

been c h i e f l y concerned w i t h the c o l l e c t i o n o f ma r ke t i n g s t a t i s t i c s , 

the a d m i n i s t r a t i o n ( i n c o o p e r a t i o n w i t h the n a t i o n a l P r o d u c t i o n 

F i n a n c i n g Commis s i on , CFP) o f minimum p r i c e s u p p o r t programs f o r 

N o r t h e a s t p r o d u c e r s , and the improvement o f the r e g i o n ' s s t o r a g e 

f a c i l i t i e s f o r a g r i c u l t u r a l commod i t i e s . Other a c t i v i t i e s o f the 

A g r i c u l t u r e and S upp l y Department wh ich are c o n c e p t u a l l y r e l a t e d 

to m a r k e t i n g have i n c l u d e d the d i s t r i b u t i o n o f modern a g r i c u l t u r a l 

i n p u t s to p r oduce r s and the o r g a n i z a t i o n o f p r oduce r c o o p e r a t i v e s 

f o r the pu r cha se o f farm i n p u t s and the s a l e o f a g r i c u l t u r a l p r o -

d u c t s . A major r e s p o n s i b i l i t y o f the S upp l y D i v i s i o n has a l s o been 

to p r o v i d e b a s i c p o l i c y and p l a n n i n g gu idance to CANESA, the N o r t h -

e a s t S u p p l y C e n t e r s , I n c . , a s u b s i d i a r y , "m ixed-economy" company o f 

SUDENE. 

CANESA can be r ega rded as SUDENE ' s p r i n c i p a l v e h i c l e f o r 

o p e r a t i o n s i n the a g r i c u l t u r a l ma r ke t i n g s e c t o r . U l t i m a t e l y , the 

CANESA s y s tem i s to c o n s i s t b a s i c a l l y o f a network o f c e n t r a l 



w h o l e s a l i n g e s t a b l i s h m e n t s i n the major c i t i e s o f the r e g i o n , 

i n i t i a l l y i n R e c i f e , F o r t a l e z a and S a l v a d o r . The c e n t r a l who le -

s a l e markets w i l l a l s o f u n c t i o n as c o l l e c t i o n and d i s t r i b u t i o n 

p o i n t s f o r p r i c e , s u p p l y , demand and q u a l i t y i n f o r m a t i o n l i n k i n g 

r u r a l and urban channel o p e r a t o r s ; they are a l s o to s e r ve to 

c o o r d i n a t e the use o f t r a n s p o r t a t i o n and s t o r a g e f a c i l i t i e s and 

to promote the adop t i on o f g r a d i n g s y s t e m s . P roducer c o o p e r a -

t i v e s are to be g i v e n s p e c i a l t rea tment under the CANESA p lan i n 

an attempt to f o s t e r t h i s p a r t i c u l a r form of r u r a l o r g a n i z a t i o n . 

To d a t e , CANESA has been s e v e r e l y c o n s t r a i n e d f i n a n c i a l l y . 

C o n s t r u c t i o n o f the R e c i f e w h o l e s a l e c e n t e r , CARE, i s a pp rox ima te -

l y 25% completed and the cen te r i s i n p a r t i a l o p e r a t i o n . The cen-

t e r s f o r F o r t a l e z a and S a l v a d o r are s t i l l i n the p l a n n i n g s t a g e . 

SUNAB, the N a t i o n a l S upp l y S u p e r i n t e n d e n c y , was c r ea ted i n 

1962. U n t i l r e c e n t l y i t was a " s em i - au t onomou s " agency o f the 

f e d e r a l e x e c u t i v e , but now i s s u b o r d i n a t e to the M i n i s t r y of A g r i -

c u l t u r e . Law No. 5 , wh ich e s t a b l i s h e d SUNAB, endowed the agency 

w i t h comprehens i ve powers to r e g u l a t e and per fo rm a c t i v i t i e s i n 

the ma r ke t i n g s e c t o r . I t s gene ra l a u t h o r i t y i n c l u d e s : 

1. p r e p a r a t i o n and e x e c u t i o n o f a n a t i o n a l p l an f o r 
the s u p p l y o f e s s e n t i a l p r o d u c t s ; 

2 . ma intenance o f a n a t i o n a l s y s tem of s t o r a g e and 
r e f r i g e r a t i o n f a c i l i t i e s ; 

3. e s t a b l i s h m e n t o f impor t and e x p o r t quota s f o r 
e s s e n t i a l p r o d u c t s ; 

4. " i n t e r v e n t i o n " i n the p r i v a t e s e c t o r to en su re the 
unh i nde red d i s t r i b u t i o n o f e s s e n t i a l goods and 
s e r v i ces ; 

5. maintenance o f s t o c k s f o r the purpose o f s u p p l y 
and p r i c e r e g u l a t i o n ; 

6. e s t a b l i s h m e n t o f i n f o r m a t i o n s y s tems r e g a r d i n g 
p r o d u c t i o n , d i s t r i b u t i o n and con sumpt i on , w i t h 
the r i g h t to r e q u i s i t i o n data from whatever s ou r ce 
n e c e s s a r y ; 

7. r e g u l a t i o n o f t r a n s p o r t and d i s t r i b u t i o n s e r v i c e s ; 

8. e s t a b l i s h m e n t o f norms and e x e c u t i o n o f measures 
d e s i g n e d to r e g u l a t e and improve ma r ke t i n g c o n d i -
t i o n s ; 

9. e s t a b l i s h m e n t and r e g u l a t i o n o f p r i c e s ; 

10. e xam ina t i on o f the s t o c k s and w r i t t e n r e co rd s o f 
any ma r ke t i n g f i r m ; 



11. p e r f o r m a n c e o f a l l o t h e r a c t s n e c e s s a r y i n c a r r y i n g 
ou t i t s r e s p o n s i b i 1 i t i e s . 2 3 

A l t h o u g h the p r e c e d i n g l i s t amply i l l u s t r a t e s the b r e a d t h 

o f S U N A B ' s p o w e r s , the agency has p r i m a r i l y c o n c e r n e d i t s e l f w i t h 

the s e l e c t i v e r e g u l a t i o n o f p r i c e s a t the r e t a i l and w h o l e s a l e 

l e v e l s . A l s o , t h r o u g h COBAL, a s u b s i d i a r y " m i x e d - e c o n o m y " com-

p a n y , SUNAB has a t t empted to m a i n t a i n adequate s u p p l i e s o f s t a p l e 

commod i t i e s i n ma jo r u rban c e n t e r s ; t h r o u g h C IBRAZEM, a n o t h e r 

s u c h company, i t has m a i n t a i n e d a network o f s t o r a g e and r e f r i g e r -

a t i o n f a c i l i t i e s ; t h r o u g h the CFP, SUNAB has i n s t i t u t e d a p rog ram 

o f minimum p r i c e s u p p o r t s f o r s e l e c t e d a g r i c u l t u r a l c ommod i t i e s 

a t the l e v e l o f p r o d u c e r s . As p r e v i o u s l y n o t e d , the CFP p r i c e 

s u p p o r t p rog ram i n the N o r t h e a s t i s o p e r a t e d i n c o n j u n c t i o n w i t h 

SUDENE. 

There a re d i f f e r e n c e s and s i m i l a r i t i e s i n the ways SUDENE 

and SUNAB have app r oached the p rob lems o f m a r k e t i n g . D e s p i t e the 

b r oad mandate o f each a g e n c y , they have both r e s t r i c t e d t h e i r a t -

t e n t i o n to m a r k e t i n g i n the a g r i c u l t u r a l s e c t o r , t h a t i s , to the 

exchange p r o c e s s l e a d i n g f rom the f a rmer to the f i n a l con sumer . 

T h i s c o n c e p t u a l i z a t i o n o f the s cope o f m a r k e t i n g has the b a s -

i c l i m i t a t i o n o f f a i l i n g to a c c o u n t f o r the v i t a l exchange l i n k -

ages between the a g r i c u l t u r a l and o t h e r s e c t o r s o f the economy. 

The s u p p l y o f modern farm i n p u t s , s uch as f e r t i l i z e r s , i n s e c t i c i d e s 

and m a c h i n e r y , i s l e f t o u t o f the p i c t u r e . S i m i l a r l y a b s e n t i s the 

s u p p l y o f n o n - f o o d c o n s u m p t i o n goods f rom the u rban to the r u r a l 

a r e a s . At the u rban marke t l e v e l , t h i s na r row v iew o f the m a r k e t -

i n g p r o c e s s does no t p r o v i d e the b a s i s f o r a n a l y s i s o f the r e l a t i o n -

s h i p between r e a l f o od p r i c e s and ma rke t s i z e s f o r m a n u f a c t u r e d c o n -

sumer g o o d s . I n s h o r t , the exchange p r o c e s s e s f rom f a rmer to c o n -

sumer do not c o n s t i t u t e a c l o s e d s y s t e m , and c a n n o t be a d e q u a t e l y 

a n a l y z e d as s u c h . 

L o o k i n g at m a r k e t i n g as the movement o f goods from the f a rmer 

to the consumer has the s e c o n d major d i s a d v a n t a g e o f f a i l i n g to 

r e c o g n i z e the h i g h l y i m p o r t a n t e f f e c t s wh i ch the modern urban mar -

k e t i n g e n t e r p r i s e can have on the c o o r d i n a t i o n o f the s u p p l y c h a n -

nel back to the l e v e l o f the p r o d u c e r . S u p e r m a r k e t s and c e r t a i n 

forms o f e f f i c i e n t w h o l e s a l e e s t a b l i s h m e n t s have been d e s c r i b e d as 

g u a r a n t e e d marke t o u t l e t s l o o k i n g f o r s t a b l e s o u r c e s o f s u p p l y . 

B r a z i l , Superintendenoia Nacional do Ab asteoimento3 Ante-
oedentes3 Organizagäo 3 Legislacäo Covrelata3 Documento No. I da 
SUNAB ( R i o de J a n e i r o : SUNAB, 1 9 6 3 ) , pp. 2 1 - 2 2 . 



Because o f t h e i r i m p e r a t i v e need f o r dependab le , h i gh vo lume, 

c o n s i s t e n t q u a l i t y s u p p l y , the se types of f i r m s have i n many 

c o u n t r i e s e f f e c t e d major improvements i n the e f f i c i e n c y w i th 

which goods reach urban c e n t e r s , and the c o n d i t i o n and q u a l i t y 

o f goods e n t e r i n g the urban m a r k e t p l a c e . M o r e o v e r , such f i r m s 

can a f f e c t r e l a t i v e food p r i c e s at the l e v e l o f the consumer 

even w i t h o u t becoming h e a v i l y i n v o l v e d i n "backward v e r t i c a l 

c o o r d i n a t i o n " a c t i v i t i e s , as w i l l be demonst ra ted i n s ub sequent 

c h a p t e r s . 

For a v a r i e t y o f r e a s o n s , both SUDENE and SUNAB have, i n 

e f f e c t , adopted a " s t a t i c " v iew of the urban d i s t r i b u t i o n s e c t o r . 

The f a c t , f o r example, t ha t SUDENE ' s 34/18 funds are not a v a i l -

ab le to urban food marke t i n g e n t e r p r i s e s (and t h a t such f i r m s 

g e n e r a l l y can a c q u i r e o n l y ve ry s h o r t - t e r m c r e d i t from p u b l i c 

l e n d i n g i n s t i t u t i o n s ) s u g g e s t s t h a t perhaps not enough c o n s i d e r a -

t i o n has been g i v e n to the r ea l urban consumer income which m igh t 

be gene ra ted by f o s t e r i n g en l a r gement s i n s c a l e and improvements 

i n e f f i c i e n c y o f urban d i s t r i b u t i o n f i r m s . 

SUNAB, on the o t h e r hand, has c o n c e n t r a t e d i t s e f f o r t s on 

the s e l e c t i v e c o n t r o l o f p r i c e s at the r e t a i l and w h o l e s a l e 

l e v e l s . A n t i - i n f l a t i o n a r y p o l i c y and p o l i t i c a l c o n s i d e r a t i o n s 

have been the p r i n c i p a l f a c t o r s beh ind SUNAB ' s p r i c e c o n t r o l e f -

f o r t s . I m p l i c i t , however, i n the attempt to c o n t r o l p r i c e s i s 

the a s s umpt i on t h a t the f i r m s whose p r i c e s are be ing c o n t r o l l e d 

are i n a m o n o p o l i s t i c o r s i m i l a r p o s i t i o n to c o n s i s t e n t l y e x p l o i t , 

o r i ndeed to engende r , the g e n e r a l l y i n f l a t i o n a r y t r e n d s of the 

economy. The e v i dence p r e s e n t e d i n s ub sequen t c hap te r s does not 

s u p p o r t such an a s s umpt i on . What i t does i n d i c a t e i s t ha t f i rms 

which have been ab l e to i n c r e a s e the s c a l e and e f f i c i e n c y o f 

t h e i r o p e r a t i o n s have m a i n t a i n e d c o n s i s t e n t l y lower p r i c e s than 

have f i r m s w i t h o u t s i m i l a r management "know-how" or a c ce s s to 

i n ve s tmen t cap i t a l . 

Government c o n t r o l o f p r i c e s i s o b v i o u s l y a s h o r t - r u n expe -

d i e n t at b e s t . For food p r i c e s to d e c l i n e i n r e l a t i v e t e rms , 

g r e a t e r e f f i c i e n c y and improved c o o r d i n a t i o n of the ma r ke t i n g 

s y s tem s h o u l d be f o s t e r e d , and many such g a i n s can be ach i eved 

at the urban d i s t r i b u t i o n l e v e l . 

Both SUDENE and SUNAB ( t h r o u g h the CFP) are to be p r a i s e d 

f o r t h e i r e f f o r t s to e s t a b l i s h a minimum p r i c e s u p p o r t program 

f o r N o r t h e a s t p r o d u c e r s . Here a g a i n , however, the f u l l c omp lex i t y 

o f the ma rke t i n g s y s tem s h o u l d be c a r e f u l l y c o n s i d e r e d . The s u p -

p o r t p r i c e n e c e s s a r y to gene ra te a p o s i t i v e s u p p l y r e spon se on the 



p a r t of the p roduce r s h o u l d be c o o r d i n a t e d w i th the l e v e l o f 

p r i c e s which are c o n t r o l l e d at the w h o l e s a l e and r e t a i l s t a g e . 

The s p r ead between s u p p o r t e d p roduce r and c o n t r o l l e d consumer 

p r i c e s o b v i o u s l y w i l l determine the economic v i a b i l i t y o f i n t e r -

mediate channel o p e r a t o r s . The more fundamental q u e s t i o n , how-

e v e r , i s whether p r i c e c o n t r o l s at the w h o l e s a l e and r e t a i l 

l e v e l s are p r e f e r a b l e to d i r e c t p romot ion ( i n c l u d i n g the p r o v i -

s i o n o f government f i n a n c i n g ) o f more e f f i c i e n t w h o l e s a l e and 

r e t a i l o p e r a t i o n s . 

D e s p i t e these gene ra l s h o r t c o m i n g s i n the approaches o f 

SUDENE and SUNAB to the problems o f m a r k e t i n g , both a g e n c i e s 

have c o n t r i b u t e d s u b s t a n t i a l l y to improvements i n the s e c t o r . 

T h e i r j o i n t e f f o r t s to e s t a b l i s h minimum p r i c e s u p p o r t s have 

a l r e a d y been ment ioned. Both a g e n c i e s have been ab le to make 

p r o g r e s s i n imp rov i n g the p h y s i c a l i n f r a s t r u c t u r e o f a g r i c u l t u r a l 

ma r ke t i n g i n the r e g i o n . SUDENE, i n c o o p e r a t i o n w i th the M i n i s -

t r y o f A g r i c u l t u r e and o t h e r a g e n c i e s , i s i n s t i t u t i n g a new mar-

ket i n f o r m a t i o n s y s t e m , S IMAN. SUDENE i s a l s o engaged i n s i z e -

ab le r e s e a r c h and e x p e r i m e n t a t i o n e f f o r t s , has made 34/18 funds 

a v a i l a b l e to a g r i c u l t u r e , and i s f o s t e r i n g the development o f 

p r oduce r c o o p e r a t i v e s . CANESA i s moving to expand and improve 

urban w h o l e s a l e m a r k e t s , even though i t s p r o g r e s s has been s l owed 

due to l a c k o f f u n d s . Through COBAL, SUNAB has been ab le to 

a v e r t s e v e r a l major food s h o r t a g e s i n p r i n c i p a l c i t i e s of the 

N o r t h e a s t , and has u n q u e s t i o n a b l y had some s u c c e s s i n s l o w i n g 

the i n f l a t i o n o f food p r i c e s at the consumer l e v e l . 



CHAPTER 3 

I N D U S T R I A L I Z A T I O N IN THE NORTHEAST 

The R e g i o n ' s I n d u s t r i a l S e c t o r 

When p l a c e d on a n a t i o n a l s c a l e , the N o r t h e a s t ' s i n d u s t r i a l 

e s t a b l i s h m e n t c l e a r l y c a r r i e s l i t t l e w e i g h t . A l t h o u g h a l m o s t a 

t h i r d o f B r a z i l ' s p o p u l a t i o n r e s i d e s i n the N o r t h e a s t , the C e n t e r -

S o u t h p r o d u c e s a p p r o x i m a t e l y 90% o f the n a t i o n ' s i n d u s t r i a l o u t p u t 

and emp loy s abou t 80% o f the t o t a l i n d u s t r i a l l a b o r f o r c e . 1 I n -

d u s t r y p r o v i d e s o n l y 17% o f t he N o r t h e a s t ' s r e g i o n a l v a l u e p r o d u c t , 
2 

w h i l e i t p r o v i d e s 30% o f the n a t i o n a l v a l u e p r o d u c t . The s t r u c -

t u r e o f N o r t h e a s t i n d u s t r y i n the e a r l y 1 960 1 s c o n t r a s t e d m a r k e d l y 

w i t h t h a t o f the n a t i o n ( T a b l e 3 . 1 ) . As seen i n the t a b l e , v a l u e 

added i n c a p i t a l and i n t e r m e d i a t e goods was a s m a l l p e r c e n t o f 

t o t a l i n d u s t r i a l p r o d u c t f o r the N o r t h e a s t as compared to a l l o f 

B r a z i l . 

T a b l e 3 . 1 shows t h a t N o r t h e a s t i n d u s t r y i s h e a v i l y c o n c e n -

t r a t e d i n a g r i c u l t u r a l p r o d u c t p r o c e s s i n g and l i g h t consumer i n -

d u s t r i e s . Food p r o c e s s i n g i s most i m p o r t a n t i n terms o f o u t p u t 

and v a l u e added. T e x t i l e s run a c l o s e s e c o n d and p r o v i d e the 

l a r g e s t s i n g l e s o u r c e ( a b o u t 30%) o f i n d u s t r i a l employment . I n 

1 9 6 2 , t h e s e two i n d u s t r i e s t o g e t h e r a c c o u n t e d f o r a l m o s t 60% o f 

emp loyment , 55% o f wages p a i d , 61% o f p r o d u c t v a l u e , and 56% o f 4 
v a l u e added by t he r e g i o n ' s i n d u s t r i a l s e c t o r . 

I n d u s t r i a l Growth and T r a n s f o r m a t i o n 

The b e g i n n i n g s o f r e c e n t i n d u s t r i a l m o d e r n i z a t i o n and e x p a n -

s i o n i n the N o r t h e a s t can be t r a c e d to the l a t e f i f t i e s and e a r l y 

s i x t i e s . A key f a c t o r i n the i n i t i a t i o n o f i n d u s t r i a l change was 

the a v a i l a b i l i t y o f h y d r o e l e c t r i c power f rom the P a u l o A f o n s o s i t e 

B r a z i l , B r a z i l i a n E m b a s s y , Survey of the Brazilian Economy, 
1 9 6 6 , ( W a s h i n g t o n , 1 9 6 7 ) , p. 2 9 . 

2 I b i d . , p . 115 . 

3 
SUDENE, I I I Piano Director de Desenvolvimento Economico e 

Social do Hordeste, 1966-1968, ( R e c i f e , 1 9 6 6 ) , p . 42 . 

^ Ibid. 



Table 3.1 S t r u c t u r e of 
P r o d u c t i o n i n 

I n d u s t r i al 
the N o r t h e a s t 

% o f Tota l 
Value Added 

(1962 ) 
B r a z i l N o r t h e a s t 

I n ve s tment Repre sen ted 
b y a 1 

Approved 34/18 P r o j e c t s i 

1. CAPITAL & INTER-
MEDIATE GOODS 58 .8 29. 2 67 .4 

N o n - f e r r o u s M e t a l s 5 .0 6. 3 9 .4 

Me t a l l u r g y 12 .4 2. 7 8 .7 
Comm. & E l e c t r i c 
Ma te r i al 

5 .6 0. 1 3 .3 

T r a n s p o r t M a t e r i a l 10 .2 0. 4 6 .7 

Mechan i ca l I n d u s t r y 3 .2 0. 2 2 .3 
Lumber 2 .5 1 . 0 1 .6 

Paper & Cardboard 2 .9 0. 9 0 .5 
Rubber 2 .0 0. 9 0 .5 

L ea the r & F u r s , e t c . 1 .0 1 . 2 0 .1 

Chemical & Pharma-
c e u t i c a l 

14 .0 15. 5 34 .3 

2. CONSUMPTION GOODS 41 .2 70. 8 32 . 7 

Fu rn i t u re 2 .0 1 . 5 0 .4 

Tex t i 1 e 13 .8 26. 8 1 8 .2 

C l o t h i n g , S h o e s , 
Handi c r a f t 

3 .4 1 . 7 1 .4 

Food P roduc t s 13 .2 30. 4 7 .9 

D r i n k s 2 .6 3. 9 3 .9 

Tobacco 1 .9 4. 3 

P r i n t i ng 2 .5 1 . 9 0 .4 

Mi s eel 1aneous 1 , .8 0. 4 0 .5 

TOTAL 100, .0 100. 0 100 .0 

a Approved from 1963 th rough m id - 1967 . 

SOURCE: SUDENE and BNB/ETENE: p r e s e n t e d i n A l b e r t 0. H i r s c h -
man , " I n d u s t r i a l Development i n the B r a z i l i a n N o r t h -
e a s t and the Tax C r e d i t Mechanism of A r t i c l e 3 4 / 1 8 , " 
a p r e l i m i n a r y d r a f t r e p o r t p repa red under C o n t r a c t 
A I D - 1 2 - 5 4 4 f o r the Un i ted S t a t e s Agency f o r I n t e r n a -
t i o n a l Deve lopment, J u l y 1967. 



and o t h e r s o u r c e s . From 1956 to 1 9 5 9 , t o t a l r e g i o n a l power g e n e -
5 

r a t i o n more t han d o u b l e d and by 1964 more t h a n r e d o u b l e d . D e v e l -

opment l e n d i n g by the Bank o f the N o r t h e a s t a l s o g a i n e d momentum 

and c o n t r i b u t e d to the g r owth o f i n d u s t r y . 

W i th the e x c e p t i o n o f two d r o u g h t y e a r s , f o o d p r o c e s s i n g i n -

c r e a s e d s t e a d i l y , o u t p u t e x p a n d i n g a l m o s t 40% f rom 1956 to 1 9 6 4 . 6 

T e x t i l e p r o d u c t i o n , b e s e t by a c u t e o b s o l e s c e n c e , i n c r e a s i n g com-

p e t i t i o n f rom the C e n t e r - S o u t h , and the d r o u g h t , f l u c t u a t e d e r r a t i -

c a l l y . On l y i n 1962 d i d t e x t i l e p r o d u c t i o n exceed the 1956 o u t p u t 

l e v e l . 7 

S u b s t a n t i a l i n c r e a s e s i n p r o d u c t i o n were r e g i s t e r e d i n m i n -

i n g and c h e m i c a l s , i n d i c a t i n g the b e g i n n i n g s o f s t r u c t u r a l change 

i n the s e c o n d a r y s e c t o r , bu t both i n d u s t r i e s c o n t i n u e d to p l a y a 

m i n o r r o l e i n t o t a l r e g i o n a l i n d u s t r i a l o u t p u t . 

SUDENE 1 s A r t i c l e s 34/18 P rog r am 

S U D E N E ' s p r og r am o f i n d u s t r i a l i n v e s t m e n t i n c e n t i v e s came 

i n t o e f f e c t i n 1963 . At abou t the same t i m e , p u b l i c i n v e s t m e n t s 

i n r o a d s , power and o t h e r i n f r a s t r u c t u r e were i n c r e a s e d s i g n i f i -

c a n t l y by SUDENE and o t h e r f e d e r a l and s t a t e deve lopment a g e n c i e s . 

The p r i v a t e s e c t o r r e s p o n d e d q u i c k l y to t h e s e i n i t i a t i v e s . I n -

v e s tmen t i n i n d u s t r y a c c e l e r a t e d d r a m a t i c a l l y . A l b e r t 0 . H i r s c h -

man p r e d i c t e d t h a t a c t u a l and a p p r o v e d i n v e s t m e n t s under S U D E N E ' s 

i n c e n t i v e p rog ram t h r o u g h m i d - 1 9 6 7 wou ld p r o b a b l y r e s u l t i n the 
g 

d o u b l i n g o f N o r t h e a s t c a p i t a l s t o c k o v e r the 1964 l e v e l . 

About 75% o f i n v e s t m e n t f und s under the SUDENE p rog ram have 
g 

been coming f rom the s t a t e s o f Sao P a u l o and G u a n a b a r a . T h u s , a 

l a r g e p o r t i o n o f the p l a n t s b u i l t , expanded and m o d e r n i z e d under 

the p r og r am a re s u b s i d i a r i e s o f C e n t e r - S o u t h e n t e r p r i s e s . I n g e n -

e r a l , t h i s has r e s u l t e d i n the t r a n s f e r to the r e g i o n o f more up -

5 

Survey of the Brazilian Economy3 1966 3 o p . c i t . 3 p. 26 . 
6 Ibid. 

1 Ibid. 
o 

A l b e r t 0 . H i r s c h m a n , " I n d u s t r i a l Deve lopment i n the B r a z i l -
i a n N o r t h e a s t and the Tax C r e d i t Mechan i sm o f A r t i c l e 3 4 / 1 8 , " a 
p r e l i m i n a r y d r a f t r e p o r t p r e p a r e d under c o n t r a c t A I D - 1 2 - 5 4 4 f o r 
The U n i t e d S t a t e s Agency f o r I n t e r n a t i o n a l Deve lopment ( J u l y 1 9 6 7 ) , 
p. 16. 

9 I b i d . 3 p. 9 . 



t o - d a t e manage r i a l p r a c t i c e s and p r o d u c t i o n t e c h n i q u e s , i n a d d i -

t i o n to the f r e s h c a p i t a l . The r e cen t development o f a "new i n -

d u s t r i a l m e n t a l i t y " i n the N o r t h e a s t owes a g r e a t deal to t h i s 

t r a n s f e r mechanism. 

M o r e o v e r , H i r schman p o i n t e d o u t , an i m p o r t a n t change i n the 

s t r u c t u r e o f N o r t h e a s t i n d u s t r y was o c c u r r i n g as a r e s u l t o f the 

SUDENE i n ve s tment i n c e n t i v e s program. Comparing the 1962 r e g i o n a l 

i n d u s t r i a l s t r u c t u r e w i th the s t r u c t u r e o f the SUDENE program 

i n v e s t m e n t s (Tab le 3 . 1 ) , H i r schman noted a n e a r l y e xac t r e v e r s a l 

o f p r o p o r t i o n s between consumpt ion goods i n d u s t r i e s and c a p i t a l 

and i n t e r m e d i a t e goods i n d u s t r i e s . 1 0 In o t h e r w o r d s , the new i n -

ves tments were c l o s e l y a p p r o x i m a t i n g the more s o p h i s t i c a t e d s t r u c -

tu re of i n d u s t r y e l sewhere i n B r a z i l . The p r o s p e c t was thus 

r a i s e d o f a s i g n i f i c a n t l y more dynamic and l i n k a g e - r i c h i n d u s t r i a l 

s e c t o r f o r the N o r t h e a s t . 1 1 

Compar i sons o f N o r t h e a s t and C e n t e r - S o u t h I n d u s t r i a l i z a t i o n 

The changes d e s c r i b e d i n the r e g i o n ' s i n d u s t r y b r o a d l y p a r -

a l l e l the p r e c e d i n g i m p o r t - s u b s t i t u t i o n phase o f i n d u s t r i a l i z a t i o n 

i n the C e n t e r - S o u t h . From i n d u s t r y dependent h e a v i l y on a g r i c u l -

t u r a l raw m a t e r i a l s , the N o r t h e a s t i s a p p a r e n t l y moving toward the 

p r o d u c t i o n o f s u b s t i t u t e s f o r p r e v i o u s impor t s from the C e n t e r -

South . 

S e v e r a l d i f f e r e n c e s i n the p r o c e s s are n o t a b l e , however. 

F i r s t , the r e s o u r c e base of the N o r t h e a s t i s s e v e r e l y l i m i t e d f o r 

the pu rpose s o f c e r t a i n heavy i n d u s t r i a l g r o u p s , the most p r om i -

nent o f which i s s t e e l . The na tu re o f the r e g i o n ' s p r imary 

r e s o u r c e s w i l l thus determine the e x t e n t to which impor t s u b s t i -

t u t i o n w i l l p roceed i n some s e c t o r s . Assembly p l a n t o p e r a t i o n s 

i n i n d u s t r i e s r e l y i n g h e a v i l y on s t e e l i n p u t s w i l l l i k e l y p e r s i s t . 

I n such i n d u s t r i e s the i n i t i a l b e n e f i t s o f an i n ve s tmen t i n f l o w 

from the C e n t e r - S o u t h w i l l be p a r t i a l l y a t t e n u a t e d by r e l a t i v e l y 

t h i n l a y e r s o f va l ue added w i t h i n the r e g i o n and by c o n t i n u i n g 

p. 19. 

1 1 In Chapter 1, the concept o f " t r a n s a c t i o n - p r o d u c t i v i t y " 
was d e f i n e d f o r use i n t h i s r e p o r t . H i r s c h m a n ' s " l i n k a g e s , " as 
e x p l a i n e d t h e r e , can be used as a s u b s t i t u t e term f o r " t r a n s a c t i o n -
p r o d u c t i v i t y , " but the l a t t e r p r o v i d e s s h a r p e r emphas i s on the 
i n t r a - and i n t e r - s e c t o r a l market exchange p r o c e s s e s and t h e i r 
e f f e c t on r e g i o n a l p r oduc t and the d i s t r i b u t i o n o f income among 
the r e g i o n ' s p o p u l a t i o n . 



o u t l a y s f o r a s sembly i n p u t s . The N o r t h e a s t appears capab le of 

s u p p o r t i n g s u b s t a n t i a l heavy i n d u s t r y complexes w i t h o t h e r r e -

s o u r c e s , however, such as pe t ro leum and c h e m i c a l s . 

A second major d i f f e r e n c e l i e s i n the i n t e r a c t i o n o f the 

r u r a l and urban complexes . The i n d u s t r i a l i z a t i o n p r o c e s s i n the 

C e n t e r - S o u t h was accompanied and l a r g e l y made p o s s i b l e by a 

dynamic a g r i c u l t u r a l s e c t o r . Not o n l y d i d a g r i cul t u r e - - p r i nc i -

p a l l y c o f f e e - - g e n e r a t e l a r g e sums of f o r e i g n exchange and domes-

t i c s a v i n g s f o r i n d u s t r i a l i n v e s t m e n t , i t p r o v i d e d a s i z e a b l e 

and d i v e r s i f i e d market f o r manu fac tu red p r o d u c t s , both c a p i t a l 

and consumpt ion good s . In a d d i t i o n , i t en su red an adequate s u p -

p l y o f food i t e m s , at r e l a t i v e l y low p r i c e s , to the c i t i e s ' 

s e c t o r . The l a t t e r was v i t a l i n the e xpan s i on o f the urban mar-

ket f o r manu fac tu red p r oduc t s and i n the g e n e r a t i o n o f s a v i n g s 

f o r h o u s i n g and i n f r a s t r u c t u r e development i n the urban c e n t e r s . 

I n s h o r t , the u r b a n - r u r a l exchange sy s tem p r o v i d e d the 

dynamic l i n k a g e between the i n d u s t r i a l i z a t i o n and a g r i c u l t u r a l 

growth p r o c e s s e s i n the C e n t e r - S o u t h . I n t h i s r e s p e c t , the s i t -

u a t i o n i n the N o r t h e a s t i s f a r from s i m i l a r . The r e g i o n ' s a g r i -

c u l t u r a l s e c t o r , a l t h o u g h a net e a r n e r o f s u b s t a n t i a l f o r e i g n 

exchange r e s o u r c e s , has per formed t h i s f u n c t i o n e r r a t i c a l l y ; more-

o v e r , the p r i n c i p a l e a r n e r s o f f o r e i g n e x c h a n g e - - s u g a r , cacao and 

c o t t o n - - c o n f r o n t i n c r e a s i n g l y p r e c a r i o u s i n t e r n a t i o n a l market 

c o n d i t i o n s , as we l l as extreme c o m p e t i t i v e p r e s s u r e from domes t i c 

p r oduce r s o u t s i d e the r e g i o n ( p r i n c i p a l l y i n the C e n t e r - S o u t h ) . 

The r e g i o n ' s f o r e i g n exchange e a r n i n g s , i n any c a s e , have tended 

to be spent l a r g e l y on i n d u s t r i a l impo r t s to the C e n t e r - S o u t h , 

g i v i n g r i s e to the " t r i a n g u l a r " t rade p a t t e r n which was f i r s t 

g i v e n wide p u b l i c r e c o g n i t i o n by C e l s o Fur tado ( see Chapter 2 

f o r a d e s c r i p t i o n o f the " t r i a n g u l a r " t r ade p a t t e r n ) . 

As a market f o r manufac tu red p r o d u c t s and g e n e r a t o r o f 

domes t i c r e s o u r c e s f o r i n v e s t m e n t , N o r t h e a s t a g r i c u l t u r e has a l s o 

per fo rmed f a r from o p t i m a l l y . The s i g n i f i c a n c e of t h i s f a i l u r e 

i s s i m p l y d ramat i zed by the f a c t t h a t t w o - t h i r d s o f the r e g i o n ' s 

p o p u l a t i o n r e s i d e i n the r u r a l a r e a , and a m a j o r i t y o f i t s work 

f o r c e are d i r e c t l y engaged i n a g r i c u l t u r e . 

A l s o i n c o n t r a s t to the C e n t e r - S o u t h , the N o r t h e a s t r u r a l 

s e c t o r has not s u p p l i e d food i n the q u a n t i t y o r at the r e l a t i v e 

p r i c e s needed to adequa te l y s u s t a i n the e x p a n s i o n o f an urban 

market f o r i n d u s t r i a l o u t p u t . 

F i n a l l y , p o p u l a t i o n m i g r a t i o n p a t t e r n s d i f f e r e n t i a t e the 

g rowth p r o c e s s e s o f the N o r t h e a s t and the C e n t e r - S o u t h . In the 



l a t t e r r e g i o n , i n d u s t r i a l i z a t i o n drew on an i n f l u x to the c i t i e s 

o f f o r m e r r u r a l w o r k e r s (a l a r g e p o r t i o n o f them N o r t h e a s t e r n e r s ) 

f o r a ready s u p p l y o f l o w - c o s t l a b o r . I n a d d i t i o n , s i z e a b l e im-

m i g r a t i o n s f rom Europe and Japan p r o v i d e d s k i l l e d l a b o r f o r both 

i n d u s t r y and a g r i c u l t u r e . 

I n the N o r t h e a s t , t h e r e i s a l s o a p r o n o u n c e d r u r a l - t o - u r b a n 

m i g r a t i o n f l o w . Over a l l , SUDENE has e s t i m a t e d t h a t the r e g i o n ' s 

u rban p o p u l a t i o n i s g r o w i n g a t about 4 . 7 % per y e a r , i t s r u r a l 
1 2 

p o p u l a t i o n by o n l y 1 . 1 % . However , m i g r a n t s do not p o s s e s s r e a d -

i l y m a r k e t a b l e s k i l l s to the same e x t e n t as o c c u r r e d i n the C e n t e r -

S o u t h . V i r t u a l l y no i m m i g r a t i o n o f s k i l l e d f a r m e r s has t aken 

p l a c e . I n a d d i t i o n , the i n f l u x to the c i t i e s has a p p a r e n t l y no t 

been i n r e s p o n s e to e f f e c t i v e and g r o w i n g demand f o r u rban l a b o r , 

bu t has p r i m a r i l y been a r e a c t i o n to the c o m p a r a t i v e s t a g n a t i o n 

and p r i v a t i o n o f the r u r a l s e c t o r . 

T h u s , on the one h a n d , the g r owth o f the N o r t h e a s t ' s u rban 

p o p u l a t i o n has no t c o n s t i t u t e d a p r o p o r t i o n a l i n c r e a s e i n the e f -

f e c t i v e marke t f o r m a n u f a c t u r e d f o o d s . On the o t h e r h a n d , i t has 

s u b s t a n t i a l l y i n c r e a s e d the p r e s s u r e on the a v a i l a b l e u rban f o o d 

s u p p l y , w h i l e r a i s i n g the c o s t s o f u rban i n f r a s t r u c t u r e and admin -

i s t r a t i o n more than p r o p o r t i o n a l l y to the e x p a n s i o n o f the t ax 

r evenue b a s e . 

I t i s a l s o wo r th n o t i n g t h a t p u b l i c deve l opment i n v e s t m e n t s 

i n the C e n t e r - S o u t h d u r i n g t h a t r e g i o n ' s " t a k e - o f f " p e r i o d were 

f i n a n c e d a l m o s t e x c l u s i v e l y f rom t ax r e v e n u e s g e n e r a t e d w i t h i n 

the r e g i o n . N o r t h e a s t deve lopment e x p e n d i t u r e s have r e q u i r e d 

l a r g e ne t t r a n s f e r s o f r e v e n u e s f rom the C e n t e r - S o u t h ( w h i c h , i n -

c i d e n t a l l y , pays abou t 90% o f t o t a l f e d e r a l t a x e s ) . 1 3 The SUDENE 

34/18 p rog ram o f i n v e s t m e n t i n c e n t i v e s , i n p a r t i c u l a r , i s a l m o s t 

e n t i r e l y dependent on b u s i n e s s s a v i n g s g e n e r a t e d i n the C e n t e r -

S o u t h ' s p r i v a t e s e c t o r . To t h i s e x t e n t , the r e g i o n ' s i n d u s t r i a l -

i z a t i o n i s v u l n e r a b l e to the v a g a r i e s o f a un i que p o l i t i c a l r e l a -

t i o n s h i p c r i t i c a l l y i n v o l v i n g the w i l l i n g n e s s o f the p r i v a t e 

e n t r e p r e n e u r f rom the C e n t e r - S o u t h to c o n t i n u e to i n v e s t i n the 

N o r t h e a s t . The i n s t a b i l i t y i n h e r e n t i n t h i s r e l a t i o n s h i p has 

been amply i l l u s t r a t e d by the s e r i e s o f r e c e n t a t t e m p t s on the 

p a r t o f C e n t e r - S o u t h i n t e r e s t s to have the 34/18 p r og r am c u r t a i l e d 

and to d i v e r t 34/18 r e s o u r c e s back to the C e n t e r - S o u t h . 

1 2 
SUDENE, I I I Piano Director, op. c i t . 3 p. 24 . 
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Future Out l ook 

The p r e ced i n g and o t h e r c o n s i d e r a t i o n s s u g g e s t t ha t i t would 

be d a n g e r o u s l y i l l u s o r y to presume, on the b a s i s o f s u p e r f i c i a l 

s i m i l a r i t i e s , t ha t the c u r r e n t phase o f the i n d u s t r i a l i z a t i o n p r o -

ces s i n the N o r t h e a s t w i l l n e c e s s a r i l y p roceed to the same r e s u l t 

as d i d the phase j u s t ended i n the C e n t e r - S o u t h . 

The r a p i d i n c r e a s e of urban p o p u l a t i o n i n the r e g i o n w i l l 

l i k e l y con t i nue th rough the f o r s e e a b l e f u t u r e . I ndeed , i t m igh t 

be a rgued t ha t i t s h o u l d proceed even f a s t e r , i m p l y i n g no growth 

or a net r e d u c t i o n o f the r e g i o n ' s r u r a l p o p u l a t i o n , i n o r de r f o r 

per c a p i t a income and l e v e l s of s a v i n g s to r i s e i n the r u r a l s e c -

t o r . 

Even at i t s c u r r e n t r a t e s o f i n c r e a s e , the b u r g e o n i n g urban 

p o p u l a t i o n c r e a t e s i n c r e a s i n g demands on a v a i l a b l e food s u p p l y , 

and t h u s , d i r e c t l y on the f ood ma r ke t i n g p r o c e s s . E f f e c t i v e s u p -

p l y must not o n l y keep pace w i th urban p o p u l a t i o n i n c r e a s e and 

i t s p o s s i b l e a c c e l e r a t i o n , but i t must a l s o expand f a s t enough to 

cause a d e c l i n e i n rea l food p r i c e s . O t h e r w i s e , d i s c r e t i o n a r y 

consumer income w i l l not grow r a p i d l y enough to s u s t a i n the c u r r e n t 

i n d u s t r i a l i z a t i o n p r o c e s s . 

T r a d i t i o n a l l y , the food s u p p l y problem has been viewed f o r -

ward from the l e v e l o f the a g r i c u l t u r a l p r o d u c e r . I n v e s t i g a t i o n 

o f the exchange p r o c e s s e s h i g h l i g h t s the impor tance o f ma rke t i n g 

channel e f f i c i e n c y i n r e d u c i n g t r a n s p o r t a t i o n l o s s e s and i m p r o v i n g 

the q u a l i t y o f food d e l i v e r e d to urban consumers . A d d i t i o n a l l y , 

the exchange p r o c e s s e s unde r s co re the fundamental b e a r i n g o f the 

o r g a n i z a t i o n o f the urban ma r ke t i n g e n t e r p r i s e on rea l food p r i c e s . 

S i m p l y p u t , the t r a d i t i o n a l urban ma r ke t i n g e n t e r p r i s e s h o u l d not 

be expec ted to be the s i m u l t a n e o u s nexus o f i n c e n t i v e s f o r expanded 

a g r i c u l t u r a l ou tpu t and lower rea l food p r i c e s . T h i s a s s e r t i o n i s 

d e a l t w i t h i n the f o l l o w i n g th ree c h a p t e r s . M o r e o v e r , the t e c h n o -

l o g i c a l r e v o l u t i o n which the r e g i o n ' s a g r i c u l t u r e must undergo w i l l 

n e c e s s a r i l y i n v o l v e , among o t h e r t h i n g s , the m o d e r n i z a t i o n o f t e c h -

n i que s f o r the ma rke t i n g o f manu fac tu red farm i n p u t s . Chapte r s 7 

th rough 10 deal w i th t h i s a s p e c t o f the prob lem. 

Of prime impor tance at t h i s j u n c t u r e of the r e p o r t i s the 

u n d e r s t a n d i n g t ha t the c u r r e n t N o r t h e a s t i n d u s t r i a l i z a t i o n p r o c e s s 

i s i n j eopa rdy as a r e s u l t o f : (1 ) the absence o f adequate growth 

o f e f f e c t i v e demand f o r urban p r oduc t s i n the r u r a l s e c t o r ; ( 2 ) the 

ex t reme ly s low e x p a n s i o n o f c o r r e s p o n d i n g urban m a r k e t s , l a r g e l y as 

a r e s u l t of h i gh food p r i c e s r e l a t i v e to p r i c e s o f o the r g o o d s ; and 



( 3 ) the unique p o l i t i c a l b a s i s o f the r e g i o n ' s c u r r e n t i n d u s t r i a l -

i z a t i o n p r o c e s s . 

Thu s , the opt im i sm e x p r e s s e d by H i r schman and o t h e r s w i th 

r e g a r d to the r e g i o n ' s i n d u s t r i a l i z a t i o n must be c a r e f u l l y q u a l i -

f i e d . N o r t h e a s t i n d u s t r i a l i n ve s tmen t has a c c e l e r a t e d s h a r p l y as 

a r e s u l t o f the SUDENE i n c e n t i v e s program and b a s i c improvements 

i n economic i n f r a s t r u c t u r e . The chang i ng s t r u c t u r e o f the r e g i o n ' s 

i n d u s t r y , as i m p l i e d by the A r t i c l e 34/18 i n v e s t m e n t s , i s p o t en -

t i a l l y r i c h e r and more dynamic i n f o rwa rd and backward l i n k a g e s 

than the t r a d i t i o n a l s t r u c t u r e . 

N e v e r t h e l e s s , the d ramat i c e x p a n s i o n under way i n r e g i o n a l 

i n d u s t r i a l c a p a c i t y i s not be i ng adequa te l y matched by the growth 

of e f f e c t i v e demand f o r i n d u s t r i a l i z e d p r o d u c t s i n e i t h e r the 

r u r a l o r urban marke t s . The b e n e f i c i a l economic impact o f the new 

i nve s tment s t ream i s thus i n danger o f be ing t h r o t t l e d . The p o l i -

t i c a l c o n t r a c t u n d e r p i n n i n g the 34/18 program w i l l be i n c r e a s i n g l y 

i n danger of r e c i s i o n to the e x t en t t h a t c r e a t i o n o f c a p a c i t y ex -

ceeds the e f f e c t i v e r e g i o n a l demand f o r g o o d s , p r o f i t a b i l i t y 

e x p e c t a t i o n s go u n r e a l i z e d , and the w i l l i n g n e s s o f C e n t e r - S o u t h 

e n t r e p r e n e u r s to s u p p l y i n ve s tmen t r e s o u r c e s d e c l i n e s a c c o r d i n g l y . 

C o n c e p t u a l l y , the SUDENE 34/18 program i s a m a s t e r p i e c e o f 

development s t r a t e g y (and one which many c o u n t r i e s c o u l d p r o f i t a b l y 

s t u d y ) . I t has been s k i l l f u l l y and e f f e c t i v e l y a d m i n i s t e r e d . Yet 

i t s h o u l d be r e c o g n i z e d as a form of " f o r c e d f e e d i n g " o f the i n d u s -

t r i a l i z a t i o n p r o c e s s . I t s s u c c e s s w i l l u l t i m a t e l y depend on the 

e x ten t to wh i ch : (1 ) the p o t e n t i a l t r a n s a c t i o n s - p r o d u c t i v i t y of 

the new i n d u s t r i e s i s a c t u a l l y r e a l i z e d , ( 2 ) the r u r a l s e c t o r i s 

a c t i v a t e d out o f s t a g n a n c y , and (3 ) e f f e c t i v e demand f o r i n d u s t r i a l -

i z e d p r oduc t s i s deve loped i n both r u r a l and urban m a r k e t s . I n 

o t he r wo rd s , the exchange p r o c e s s w i t h i n the N o r t h e a s t ' s i n d u s t r i a l 

s e c t o r and between t h a t and o t h e r s e c t o r s o f the r e g i o n a l economy 

w i l l p l a y a d e c i s i v e r o l e i n de t e rm in i n g the v i a b i l i t y of the c u r -

r en t phase o f N o r t h e a s t i n d u s t r i a l i z a t i o n . " F o r c e d f e e d i n g " of the 

ma rke t i n g p r o c e s s appears now to be a n e c e s s a r y concomi tan t o f r e -

g i o n a l i n d u s t r i a l i z a t i o n . 

A n a l y s i s o f E n t r e p r e n e u r s h i p , I n d u s t r i a l i z a t i o n 
and Reg i ona l Development 

Research O b j e c t i v e s and P rocedu re s 

I n examin ing the p r o c e s s o f i n d u s t r i a l i z a t i o n i n the N o r t h -

e a s t , th ree o p e r a t i o n a l o b j e c t i v e s were e s t a b l i s h e d . 



F i r s t , an attempt was made to determine how owners or manag-

e r s o f f i r m s i n the r e g i o n f o rmu l a t e p o l i c i e s and make d e c i s i o n s 

w i t h r e g a r d to : (1 ) the employment of r e s o u r c e s , and ( 2 ) the f i r m ' s 

growth r a te i n terms o f s a l e s . The o b j e c t i v e here was to determine 

what d i f f e r e n c e s e x i s t between e f f i c i e n t and i n e f f i c i e n t f i r m s w i th 

r e g a r d to p o l i c y f o r m u l a t i o n and d e c i s i o n - m a k i n g , and how these 

d i f f e r e n c e s r e l a t e to r a t e s of s a l e s g rowth . 

The c r i t e r i o n o f e f f i c i e n c y was based on the va lue o f a f i r m ' s 

ou tpu t ( e x c l u d i n g raw m a t e r i a l s c o s t s ) per pe r son employed and per 

monetary u n i t i n v e s t e d . Both denominato r s were g i v e n equal w e i g h t . 

P o l i c y and d e c i s i o n - m a k i n g p rocedu re s were s t u d i e d s p e c i f i c a l l y i n 

r e l a t i o n t o : 

1. manage r i a l p e r c e p t i o n of the e f f e c t o f c o m p e t i t i o n 
on a f i r m ' s o p e r a t i o n s ; 

2 . the na tu re o f a f i r m ' s r e l a t i o n s h i p s to raw m a t e r i a l 
and o t he r i n p u t s u p p l i e r s ; 

3. ma r ke t i n g and d i s t r i b u t i o n a c t i v i t i e s ; and 

4 . o p e r a t i o n s i n t e r n a l to the f i r m . 

Second , the impact o f the gene ra l economic , t e c h n o l o g i c a l and 

s o c i o l o g i c a l changes o c c u r r i n g i n the r e g i o n on d e c i s i o n s o f the 

p r i v a t e i n d u s t r i a l s e c t o r to expand c a p a c i t y and i n c r e a s e rea l va l ue 

o f ou tpu t was c o n s i d e r e d . P a r t i c u l a r l y impo r t an t i n t h i s r e g a r d was 

the r e s p o n s i v e n e s s o f e n t r e p r e n e u r s to the i n c e n t i v e and f a c i l i t a -

t i v e programs o f government , and t h e i r s e n s i t i v i t y to o v e r - a l l b u s i -

ne s s and market c o n d i t i o n s . 

T h i r d , an attempt was made to e v a l u a t e the changes o c c u r r i n g 

w i t h i n the r e g i o n ' s i n d u s t r y i n terms o f the o v e r - a l l N o r t h e a s t 

economy. The emphas i s here was on the va lue and g e o g r a p h i c s ou r ce 

o f i n p u t s ; the va lue and g e o g r a p h i c d e s t i n a t i o n o f o u t p u t s ; t r a n s -

a c t i o n s - p r o d u c t i v i ty w i t h i n i n d u s t r y and between the i n d u s t r i a l and 

o t h e r s e c t o r s ; and the r e l a t i o n s h i p s between the urban and r u r a l 

comp lexes . 

A l t hough a gene ra l summary i n v e s t i g a t i o n o f N o r t h e a s t i n d u s -

t r y was pe r fo rmed , p r ima r y a t t e n t i o n was g i v e n to the i n d u s t r i a l 

e s t a b l i s h m e n t o f the G r e a t e r R e c i f e area and i t s i n t e r a c t i o n w i th 

the f o u r - s t a t e area o f Pernambuco, A l a g o a s , S e r g i p e and P a r a i b a , 

i . e . , the R e c i f e " f o o d s h e d . " 

W i t h i n R e c i f e ' s i n d u s t r i a l e s t a b l i s h m e n t , t h ree i n d u s t r y 

g roups were s t u d i e d i n t e n s i v e l y . These were: ( 1 ) food p r o c e s s i n g , 

( 2 ) consumer goods and (3 ) a g r i c u l t u r a l i n p u t m a n u f a c t u r i n g . The 

f i r s t was s e l e c t e d because o f the e f f e c t o f r e l a t i v e p r i c e s o f p r o -

c e s s e d foods on con sumer s ' r ea l d i s c r e t i o n a r y income. The second 



was s t u d i e d on the t heo r y t h a t the rea l p r i c e s and a v a i l a b l e 

v a r i e t y o f consumer goods are c r i t i c a l de te rm inan t s of how con-

sumers a l l o c a t e d i s c r e t i o n a r y income. 

S imp l y s t a t e d , the t heo r y ho ld s t h a t the a v a i l a b i l i t y of 

a w 'de v a r i e t y of r e l a t i v e l y l o w - p r i c e d consumer goods a c t s as 

an i n c e n t i v e f o r consumers to seek a d d i t i o n a l income o r spend 

d i s c r e t i o n a r y income a l r e a d y he ld on non - f ood consumpt ion . I f 

such goods are not a v a i l a b l e , d i s c r e t i o n a r y income and a d d i t i o n s 

to income may be d i s s i p a t e d by h o a r d i n g o r i n f l a t i o n a r y hedges 

r a t h e r than by a d d i t i o n to e f f e c t i v e demand* f o r i n d u s t r i a l i z e d 

p r o d u c t s . P a r t i c u l a r i n t e r e s t was a t t a ched to the e f f e c t o f 

consumer goods a v a i l a b i l i t y as an inducement f o r r u r a l r e s i d e n t s 

to work more and spend a d d i t i o n a l income on n o n - f o o d consumpt ion . 

The problem here was to determine how the d i s t r i b u t i o n and mar-

k e t i n g of consumer goods i s r e l a t e d to the development o f e f f e c -

t i v e demand f o r such goods . 

A g r i c u l t u r a l i n p u t m a n u f a c t u r i n g was i n v e s t i g a t e d i n depth 

because o f the c r i t i c a l r o l e o f t h i s i n d u s t r y i n the e xpan s i on o f 

a g r i c u l t u r a l p r o d u c t i o n . A g a i n , p r imary a t t e n t i o n cen te red on 

the problems of ma rke t i n g t e c h n o l o g i c a l l y s u p e r i o r farm i n p u t s i n 

the a p p r o p r i a t e a r e a s , i n a t i m e l y manner, i n the n e c e s s a r y com-

b i n a t i o n s and at p r i c e s making t h e i r use e c o n o m i c a l l y j u s t i f i e d . 

A l l f i r m s i n each o f the t h ree i n d u s t r y g roups were s t u d i e d . 

Where the re were more than ten f i r m s i n a p a r t i c u l a r i n d u s t r y s u b -

g r o u p , the l e a d i n g f i r m s were s t u d i e d , t o g e t h e r w i t h a random 

sample o f the r ema in i ng f i r m s . Tab le 3.2 p r e s e n t s the i n d u s t r y 

g r o u p s , s u b - g r o u p s and r e s p e c t i v e numbers o f f i r m s s t u d i e d . 

Tab le 3 .2 I n d u s t r i a l G roup s , Sub -Groups and Firms S t u d i e d 

Number of F i rms S t u d i e d 

Food P r o c e s s i n g 42 
1. Wheat p r o c e s s i n g and bak i ng 11 
2. Beverages 9 
3. Vege t ab l e s 4 
4. F r u i t s 4 
5. Meats 4 
6. M i l k 2 
7. Packag i ng m a t e r i a l s 8 

A g r i c u l t u r a l I n p u t s 10 
1. F e r t i 1 i z e r s 5 
2. Farm implements 3 
3. I r r i g a t i o n tubes 2 



Table 3 , 2 , Con t i nued 

C. Non- food Consumer Goods 
1 . T e x t i 1 e s 
2. F u r n i t u r e 
3. E l e c t r i c a l a p p l i a n c e s 
4. Soap 
5. Consumer goods 

Number of F i rms S t u d i e d 

3 1 
8 
8 
3 
4 
8 

TOTAL 83 

Data were c o l l e c t e d th rough e x t e n s i v e i n t e r v i e w s w i th the 

owners and the g e n e r a l , p r o d u c t i o n , and s a l e s managers o f each 

f i r m . Impo r t an t s econda ry i n f o r m a t i o n was s u p p l i e d by SUDENE, 

FUNDINOR and Dunn and B r a d s t r e e t . 

C h a r a c t e r i s t i c s o f E f f i c i e n t E n t e r p r i s e s - The r e l a t i o n s h i p s 

most a s s o c i a t e d w i th e f f i c i e n t e n t e r p r i s e s i n at l e a s t 60% of the 

i n d u s t r i e s s t u d i e d i n d i c a t e t h a t the more e f f i c i e n t f i r m s : 

1. f ee l the c o m p e t i t i o n does not make i t d i f f i c u l t to 
i n c r e a s e o u t p u t , 

2. r e g a r d t h e i r market as r e l i a b l e , s t a b l e and p r e d i c t -
a b l e , 

3. g e n e r a l l y have a more r a p i d ra te of growth i n o u t p u t , 

4. have a h i g h e r concern f o r m a r k e t i n g , 

5. attempt to d i f f e r e n t i a t e t h e i r p r oduc t s from those o f 
competi t o r s , 

6 . have a l a r g e r va lue o f s a l e s , 

7. employ a l a r g e r amount o f c a p i t a l per w o r k e r , 

8. have a h i g h e r ra te o f r e i n v e s t m e n t , and 

9. have a h i g h e r r a te o f c a p a c i t y u t i l i z a t i o n o f t h e i r 
i nves tment. 

T y p i c a l l y , the more e f f i c i e n t f i r m s were found to have a more 

r a p i d i n c r e a s e i n t h e i r va lue o f s a l e s , even though the va lue of 

t h e i r s a l e s i s g r e a t e r than f o r l e s s e f f i c i e n t f i r m s . The managers 

of the se f i r m s do not p e r c e i v e t h a t t h e i r c o m p e t i t o r s make i t d i f -

f i c u l t to i n c r e a s e o u t p u t ; they are r e l a t i v e l y c o n f i d e n t o f a s e cu re 

market f o r t h e i r o u tpu t . They are more " m a r k e t i n g - o r i e n t e d , " as 

opposed to be ing p r i m a r i l y concerned w i th p r o d u c t i o n or f i n a n c e 

p rob lems . They c o n s c i o u s l y pur sue p o l i c i e s o f p roduc t d i f f e r e n t i a -

t i o n . N e v e r t h e l e s s , t h e i r c o s t s of a d v e r t i s i n g and d i s t r i b u t i o n 

(as a pe rcen tage o f s a l e s ) are no g r e a t e r than those o f the l e s s 
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e f f i c i e n t , n o n - m a r k e t i n g - o r i e n t e d f i r m s . The r e l a t i v e l y e f f i c i e n t 

f i r m s are a l s o more c a p i t a l i n t e n s i v e , have a h i g h e r r a t e o f r e i n -

v e s t m e n t , and u t i l i z e t h i s i n v e s t m e n t more. 

The p r e c e d i n g p r o f i l e o f the more e f f i c i e n t f i r m s i s n o t 

e s p e c i a l l y s u r p r i s i n g . On a c o m p a r a t i v e b a s i s , most o f the 

c h a r a c t e r i s t i c s c i t e d wou ld n o r m a l l y be a s s o c i a t e d w i t h more 

e f f i c i e n t e n t e r p r i s e s . 

S e v e r a l p a r t i c u l a r f e a t u r e s o f the more e f f i c i e n t f i r m s 

a r e , howeve r , wo r t h y o f s p e c i a l m e n t i o n . F i r s t , they tended to 

p u r c h a s e raw m a t e r i a l s d i r e c t l y f rom p r o d u c e r s r a t h e r than f rom 

i n t e r m e d i a r y s u p p l i e r s , and to e x t e n d t e c h n i c a l a s s i s t a n c e to 

t h e i r raw m a t e r i a l s s u p p l i e r s . T h i s s u g g e s t s t h a t the more e f f i -

c i e n t f i r m s a re a l s o more e f f e c t i v e change a g e n t s and p l a y an 

i m p o r t a n t r o l e i n d e v e l o p i n g b e t w e e n - f i r m l i n k a g e s i n the i n d u s -

t r i a l s e c t o r . S e c o n d , the more e f f i c i e n t f i r m s g e n e r a l l y r a i s e d 

p r i c e s a t l o w e r r a t e s t han d i d the l e s s e f f i c i e n t . T h e i r p r i c i n g 

p o l i c i e s r e f l e c t e d g r e a t e r c o n c e r n w i t h the r e d u c t i o n o f g r o s s 

m a r g i n s as a means o f s t i m u l a t i n g s a l e s . The p r o d u c t l i n e s o f 

t h e s e f i r m s a l s o t ended to be more d i v e r s i f i e d and t h u s p r e s u m -

a b l y o f f e r e d a h i g h e r deg ree o f i n c e n t i v e to consumer s to work 

and ea rn more i n o r d e r to be ab l e to consume a w i d e r v a r i e t y o f 

g o o d s . F i n a l l y , fewer w o r k e r s were employed pe r u n i t v a l u e o f 

s a l e s , y e t a v e r a g e wages p a i d by the more e f f i c i e n t f i r m s were 

t y p i c a l l y h i g h e r i n r e l a t i o n to the l e s s e f f i c i e n t . 

The p r e c e d i n g c o n s i d e r a t i o n s i l l u s t r a t e one o f the d i l e m -

mas wh i ch has b e s e t the SUDENE 34/18 p rog ram s i n c e i t began . I n 

v iew o f the h i g h l e v e l s o f unemployment p r e v a i l i n g t h r o u g h o u t the 

r e g i o n , SUDENE has g i v e n p r i o r i t y i n the use o f 34/18 f u n d s to 

r e l a t i v e l y l a b o r i n t e n s i v e i n d u s t r i a l i n v e s t m e n t s . S t i l l , the 

b u l k o f 34/18 a p p l i c a t i o n s i m p l i c i t l y have r a t h e r low l a b o r / c a p i -

t a l r a t i o s . H i r s c hman f o u n d t h a t one j o b was b e i n g c r e a t e d pe r 

the e q u i v a l e n t o f US$7 , 600 i n v e s t e d . 1 4 He n o t e d , h o w e v e r , t h a t 

t h i s was to be e x p e c t e d i n l i g h t o f the c o n c e n t r a t i o n o f 34/18 

i n v e s t m e n t s i n c a p i t a l and i n t e r m e d i a t e goods i n d u s t r i e s . He 

a l s o p o i n t e d ou t t h a t the i n d u s t r i e s wh i ch w i l l d e v e l o p to s e r -

v i c e the 34/18 e n t e r p r i s e s w i l l tend to have h i g h e r l a b o r / c a p i t a l 

r a t i o s . 

S t u d y o f the i n d u s t r i a l s e c t o r by the MSU/SUDENE m a r k e t i n g 

r e s e a r c h team s u p p o r t s H i r s c h m a n ' s o b s e r v a t i o n s . I n a d d i t i o n , i t 

has r e v e a l e d ( a g a i n , no t too s u r p r i s i n g l y ) t h a t w i t h i n an i n d u s t r y 

H i r s c h m a n , o p . a i t . , p. 21 . 



group the more c a p i t a l i n t e n s i v e f i r m s are more e f f i c i e n t , employ 

more modern p r i c e and ma r ke t i n g p o l i c i e s , deve lop s t r o n g e r l i n k a g e s 

to o t h e r i n d u s t r y g r o u p s , and pay h i g h e r average wages . These 

c o n s i d e r a t i o n s m i l i t a t e a g a i n s t an i n d i s c r i m i n a t e p r e f e r e n c e f o r 

r e l a t i v e l y l a b o r i n t e n s i v e 34/18 i n v e s t m e n t s . An untoward e f f e c t 

o f such p o l i c y cou ld be to d e p r i v e more p r o g r e s s i v e e n t r e p r e n e u r s 

o f a p p r o p r i a t e advantage under the 34/18 program. In the ex t reme, 

e x a g g e r a t e d emphas i s on the d i r e c t employment consequences o f p r o -

posed 34/18 i n ve s tmen t cou l d tend to s h i f t the o v e r - a l l s t r u c t u r e 

o f these i n v e s t m e n t s back i n the d i r e c t i o n o f the t r a d i t i o n a l , 

l e s s dynamic , and l i n k a g e - p o o r i n d u s t r i e s . 

S h o r t - t e r m Growth: Lead ing and L a g g i n g I n d u s t r i e s - I n i n -

v e s t i g a t i n g the i n d u s t r i a l s e c t o r , an attempt was made to i d e n t i f y 

the p a r t i c u l a r i n d u s t r i e s wh ich appeared l i k e l y to l ead or l ag i n 

the s e c t o r ' s s h o r t - t e r m g rowth . Each o f the f i rms s t u d i e d was 

c o n s i d e r e d i n l i g h t o f i t s own p e r c e i v e d a b i l i t y to double ou tpu t 

and s a l e s w i t h i n a f i v e y e a r p e r i o d . The p r o s p e c t s o f a c q u i r i n g 

the i n ve s tmen t r e s o u r c e s , f a c t o r i n p u t s , management pe r s onne l and 

l a b o r r e q u i r e d f o r t h i s purpose were taken i n t o a ccoun t . Each 

f i r m ' s p e r c e i v e d s a l e s p o t e n t i a l - - b a s e d i m p l i c i t l y , o f c o u r s e , on 

i t s e x p e c t a t i o n s w i t h r e g a r d to e f f e c t i v e demand or the d e v e l o p -

ment o f markets f o r i t s p r o d u c t s - - w a s a l s o c o n s i d e r e d . 

The d i f f i c u l t i e s i n h e r e n t i n t h i s type o f a n a l y s i s are 

o b v i o u s . R e l a t i v e degrees o f op t im i sm and of c a u t i o n on the p a r t 

o f managers s t r o n g l y i n f l u e n c e the r e s u l t s and are not n e c e s s a r i l y 

r e l a t e d to a c t ua l growth p o t e n t i a l . M o r e o v e r , the one -by -one 

s t u d y o f f i r m s p r o b a b l y does not y i e l d e n t i r e l y v a l i d c o n c l u s i o n s 

i n the a g g r e g a t e . I f a l l f i r m s i n an i n d u s t r y g roup attempt to 

expand s a l e s s i m u l t a n e o u s l y ( v i e w i n g the demand c u r v e s c o n f r o n t i n g 

t h e i r i n d i v i d u a l f i r m s as be ing r e l a t i v e l y e l a s t i c ) , the t o t a l 

demand f o r the i n d u s t r y ' s p r oduc t may t u r n out to be s h a r p l y i n -

e l a s t i c and, t h u s , the a gg rega te e x p a n s i o n p o s s i b i l i t i e s c o n s i d e r -

a b l y l e s s than the sum o f the i n d i v i d u a l l y p e r c e i v e d p o s s i b i l i t i e s . 

D e s p i t e these and o t h e r a n a l y t i c a l p r o b l e m s , the e f f o r t to 

i d e n t i f y l i k e l y l e a d i n g and l a g g i n g i n d u s t r i e s can shed some l i g h t 

on the e x t e n t o f s h o r t - t e r m i n t e g r a t i o n i n N o r t h e a s t i n d u s t r i a l 

g rowth . Taken t o g e t h e r w i th o t h e r a n a l y s e s , the r e s u l t s may be 

r e l e v a n t to p o l i c i e s de s i g ned to promote r e g i o n a l i n d u s t r i a l i n -

ve s tment . 

The 15 i n d u s t r y s u b - g r o u p s o f the food p r o c e s s i n g , a g r i c u l -

t u r a l i n p u t s and non - f ood consumer goods i n d u s t r i e s were c a t e g o r i z e d 



i n t o " l e a d i n g , " " p o t e n t i a l l y l e a d i n g , " " c o n t r i b u t i n g " or " l a g g i n g " 

g r o u p s . The r e s u l t s are p r e s e n t e d i n Table 3 . 3 . 

Tab le 3 .3 C l a s s i f i c a t i o n o f Growth P o t e n t i a l 
o f I n d u s t r y Sub -Groups S t u d i e d 

A. Lead ing Group 

Beverages 
Vegetab le O i l s 
Farm Implements 
E l e c t r i c a l A p p l i a n c e s 

B. P o t e n t i a l l y Lead ing Group 

Wheat P r o c e s s i n g & Bak ing 
F r u i t P r o c e s s i n g 
Packag i ng M a t e r i a l s 
I r r i g a t i o n Tubes 
T e x t i l e s 

C. C o n t r i b u t i n g Group 

Meat P r o c e s s i n g 
M i l k P r o c e s s i n g 
F e r t i 1 i z e r s 
F u m i tu re 
Soap 

D. L a g g i n g Group 

Consumer Goods 

One o f the i m p l i c a t i o n s of the above p r e s e n t a t i o n i s t h a t 

the m a n u f a c t u r i n g o f farm imp lement s , i r r i g a t i o n tubes and f e r -

t i l i z e r s are a p p a r e n t l y l i k e l y to grow at uneven r a t e s . To the 

e x t e n t t h a t , f o r t e c h n i c a l r e a s o n s , a v a r i e t y o f such a g r i c u l t u r -

a l i n p u t s ( i n c l u d i n g improved seed v a r i e t i e s , p e s t i c i d e s , i n s e c -

t i c i d e s , e t c . ) must be made s i m u l t a n e o u s l y a v a i l a b l e to farm p r o -

ducer s i n o rde r to maximize i n p u t c o m p l e m e n t a r i t y , the p o s s i b i l i t y 

a r i s e s t ha t s p e c i a l e f f o r t s s h o u l d be under taken to s t i m u l a t e the 

r e l a t i v e l y s l o w - g r o w i n g i n p u t m a n u f a c t u r e r s to a c c e l e r a t e t h e i r 

r a t e s o f ou tpu t e x p a n s i o n . 

Another impo r t an t c o n s i d e r a t i o n i n terms o f r e g i o n a l economic 

growth i s the s ou r ce of i n p u t s f o r l o c a l i n d u s t r y . Over a l l , i t 

i s e s t i m a t e d t h a t a p p r o x i m a t e l y 45% o f the va lue o f n o n - l a b o r i n -

d u s t r i a l i n p u t s i n the R e c i f e area i s r e p r e s e n t e d by i n p u t s p u r -
1 5 

chased from the C e n t e r - S o u t h and i n t e r n a t i o n a l s o u r c e s . Two 

i n d u s t r i e s i n the " l e a d i n g " g r o u p - - f a r m implements and e l e c t r i c a l 

a p p l i a n c e s — pu rcha se even g r e a t e r p r o p o r t i o n s of t h e i r i n p u t s o u t -

s i d e the r e g i o n . The i m p l i c a t i o n here i s o b v i o u s : c o n t i n u e d c l o s e 

a t t e n t i o n to the development o f i n t r a - r e g i o n a l s u p p l i e s o f i n d u s -

t r i a l i n p u t s i s c r i t i c a l . I n t e r - i n d u s t r y l i n k a g e p o t e n t i a l may not 

o t h e r w i s e be adequa te l y deve loped . SUDENE p o l i c y under the 34/18 

1 5SUDENE/MSU I n d u s t r i a l S u r v e y , 1967. 
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program has j u s t l y emphas ized t h i s p r i o r i t y and s h o u l d c on t i nue 

to do so to the e x t e n t p o s s i b l e and c o n s i s t e n t w i th the r e g i o n ' s 

r e s o u r c e endowment. 

Output Capac i t y and Demand f o r I n d u s t r y ' s P r oduc t s - E a r l i e r 

i n t h i s c h a p t e r , concern was e x p r e s s e d w i th r e g a r d to the " p u r c h a s -

i n g power" prob lem. In e s s e n c e , the concern i s t h a t N o r t h e a s t 

i n d u s t r i a l ou tpu t c a p a c i t y ( o r s a l e s p o t e n t i a l ) may be i n c r e a s i n g 

i n e x ce s s of the growth o f e f f e c t i v e demand f o r i n d u s t r i a l goods 

i n both urban and r u r a l m a r k e t s . C o n t r a r y to the presumed i m p l i -

c a t i o n s o f S a y ' s Law, s u p p l y does not n e c e s s a r i l y c r ea t e i t s own 

demand. The r a p i d advances i n i n d u s t r i a l i n ve s tmen t under the 

SUDENE 34/18 program may thus f a i l to a ch i e ve t h e i r expected impact 

on r e g i o n a l development i n the absence o f s p e c i a l e f f o r t s to b o l -

s t e r consumer p u r c h a s i n g power, i . e . , r ea l d i s c r e t i o n a r y income. 

The s p e c i f i c na tu re of t h i s problem may be i l l u s t r a t e d as 

f o l l o w s . Assume, as s u g g e s t e d by H i r s chman , t h a t c a p i t a l s t o c k i n 

the N o r t h e a s t w i l l double ove r i t s 1964 l e v e l as a r e s u l t o f 34/18 

i n ve s tmen t s r e a l i z e d and approved th rough m id - 1967 . Assume t ha t 

the d o u b l i n g w i l l a c t u a l l y o c cu r at a more or l e s s even r a te o ve r 

the f i v e y e a r p e r i o d b e g i n n i n g i n 1967, and t h a t ou tpu t c a p a c i t y 

w i l l a l s o thereby be doub led . The d o u b l i n g o f ou tpu t c a p a c i t y 

does n o t , o f c o u r s e , n e c e s s a r i l y f o l l o w from a d o u b l i n g of c a p i t a l 

s t o c k . The a s sumpt i on i s p l a u s i b l e , however , r e c a l l i n g t ha t capa -

c i t y i s the v a r i a b l e under d i s c u s s i o n , and t ha t the e x i s t i n g c a p i -

t a l s t o c k i s not mere ly be ing i d e n t i c a l l y r ep roduced . The new 

c a p i t a l s t o ck i s p resumab ly o f b e t t e r q u a l i t y , i . e . , has h i g h e r 

t e c h n i c a l c o e f f i c i e n t s of o u t p u t . 

C o n s i d e r the G r e a t e r R e c i f e area a l o n e , and o n l y the food 

p r o c e s s i n g i n d u s t r y . I t i s e s t i m a t e d t h a t t o t a l ou tpu t o f the 

R e c i f e food p r o c e s s i n g i n d u s t r y i n 1967 was e q u i v a l e n t in va lue 

to US$64 m i l l i o n and t h a t s a l e s of t h i s o u tpu t were d i s t r i b u t e d as 

f o l 1ows : 

To R e c i f e : 

To the 4 - S t a t e A r e a : a 

O u t s i d e the 4 - S t a t e A r e a : b 

( M i l l i o n s o f D o l l a r s ) 

29 .5 

25 .9 

8.6 

64 .0 

a 
Pernambuco, A l a g o a s , S e r g i p e and P a r a i b a , e x c l u d i n g 
Reci f e . 

b 
I n c l u d i n g e x p o r t s . 



R e c i f e ' s demand f o r p r o c e s s e d foods was met from the f o l l o w -

i ng s o u r c e s i n 1967: 
( M i l l i o n s of D o l l a r s ) 

From Rec i f e I n d u s t r i e s 29.5 

From the 4 - S t a t e A rea : 2 .1 

From O u t s i d e the 4 - S t a t e A r e a : a 7.4 

39 .0 

i n c l u d i n g i m p o r t s . 

P r o j e c t i o n s based on i n t e r v i e w s w i t h p r o c e s s e d food manufac-

t u r e r s i n Rec i f e i n d i c a t e t h a t by 1971 the i n d u s t r y ' s ou tpu t s a l e s 

p o t e n t i a l may reach a t o t a l of US$82.5 m i l l i o n e q u i v a l e n t , to be 

s o l d as f o l l o w s : 
( M i l l i o n s o f D o l l a r s ) 

To R e c i f e : 38.0 

To the 4 - S t a t e A rea : 33 .4 

O u t s i d e the 4 - S t a t e A rea : 11.1 

82 .5 

In the same y e a r , demand f o r p r o c e s s e d foods i n R e c i f e i s 

expected to be met from the f o l l o w i n g s o u r c e s : 

( M i l l i o n s of D o l l a r s ) 

From Rec i f e I n d u s t r i e s : 38.0 

From 4 - S t a t e A rea : 2 .6 

From O u t s i d e the 4 - S t a t e A rea : 10.1 

50 .7 

The e s t i m a t e d t o t a l s of consumer incomes i n R e c i f e f o r 1967 

and 1971 , r e s p e c t i v e l y , are US$329 m i l l i o n and US$417 m i l l i o n . 

The 1971 f i g u r e i m p l i e s a 6% cumu l a t i v e annual i n c r e a s e i n t o t a l 

consumer income over the p e r i o d and a 4 .7% annual i n c r e a s e i n the 

urban c e n t e r ' s p o p u l a t i o n . 

As suming now t h a t R e c i f e o u t p u t - s a l e s p o t e n t i a l i n p r o c e s s e d 

foods doub les o ve r the f i v e y e a r p e r i o d to US$128 m i l l i o n and t h a t 

s a l e s to the 4 - s t a t e area ( e x c l u d i n g R e c i f e ) and o u t s i d e the 

4 - s t a t e area ( i n c l u d i n g e x p o r t s ) a ch i e ve t h e i r expec ted t o t a l s by 

1971 (US$33 .4 m i l l i o n and US$17.2 m i l l i o n , r e s p e c t i v e l y , then 

US$77.4 m i l l i o n i n p r o c e s s e d foods would be produced and a v a i l a b l e 



to s u p p l y the R e c i f e demand. A s suming s t i l l f u r t h e r t h a t p r o c e s s e d 

foods p roduced i n R e c i f e en t i r e l y d i s p l a c e d p u r c h a s e s from w i t h i n 

and o u t s i d e the 4 - s t a t e a r e a , the re would be a ne t e x ce s s of p r o d u c -

t i o n , o r of u t i l i z a b l e p r o d u c t i o n c a p a c i t y , o f about US$26.7 m i l l i o n , 

i . e . , US$77.4 m i l l i o n minus US$50.7 m i l l i o n . 

To c l e a r the market o f t h i s e x c e s s , t o t a l 1971 consumer income 

i n R e c i f e would have to i n c r e a s e to a lmos t US$630 m i l l i o n , an i n -

c rea se o f more than 90% ove r the 1967 l e v e l , or by 14% c u m u l a t i v e l y 

each y e a r from 1967 to 1971. 

Of cou r se the d o u b l i n g o f ou tpu t i n the l o c a l food p r o c e s s i n g 

i n d u s t r y would i t s e l f gene ra te an a p p r e c i a b l e i n c r e a s e i n consumer 

income. N e v e r t h e l e s s , the e n t i re i n d u s t r y s e c t o r now g e n e r a t e s l e s s 

than 15% o f consumer income i n R e c i f e , and food p r o c e s s i n g o n l y a 

q u a r t e r o f the amount gene ra ted by a l l i n d u s t r y . C l e a r l y , s u p p l y 

a lone would f a l l f a r s h o r t o f c r e a t i n g i t s own demand i n t h i s s i t u a -

t i o n . 

The e x t e n t to which p r i c e s would have to f a l l i n o r d e r to 

c l e a r the market would a lmost c e r t a i n l y be below the p r o d u c t i o n 

c o s t s o f a l l , o r at l e a s t a l l but the most modern, food p r o c e s s o r s . 

E x i t from the i n d u s t r y of the bu l k of the l e s s e f f i c i e n t f i r m s as a 

r e s u l t o f d r a s t i c p r i c e d e c l i n e s wou ld , o f c o u r s e , remove a c o r r e s -

pond ing s ou r ce o f consumer income. 

The p r e c e d i n g example o f the " p u r c h a s i n g power" problem i s 

i l l u s t r a t i v e , based on a p a r t i c u l a r s e t o f s i m p l i f y i n g a s s u m p t i o n s , 

and dependent on the a c cu r acy of the r e l e v a n t e s t i m a t e s of p a r a -

meter magn i t ude s . Whi le i t i s not i n t e n d e d to p r e d i c t imminent 

c a l a m i t y i n the r e g i o n ' s i n d u s t r i a l s e c t o r , i t i s s u f f i c i e n t to 

unde r s co r e the d e l i c a t e r e l a t i o n s h i p s between r ea l consumer income, 

e f f e c t i v e demand f o r manu fac tu red p r o d u c t s , and the a b s o r p t i v e 

c a p a c i t y o f the r e g i o n ' s economic s y s tem f o r i n c r e a s e s i n i n d u s t r i a l 

o u t p u t . 

The prob lem cou ld a l s o , o f c o u r s e , be i l l u s t r a t e d i n terms o f 

the r u r a l m a r k e t ' s e f f e c t i v e demand f o r manu fac tu red p r o d u c t s and 

the u n d e r l y i n g r equ i r emen t s f o r r u r a l consumer and p roduce r i ncomes . 

D i s t r i b u t i o n , M a r k e t i n g , and the Development o f E f f e c t i v e 

Demand - A s p e c i a l case s t u d y of beverage f i r m s i n R e c i f e by the 

MSU/SUDENE r e s e a r c h group amply demons t ra te s the impor tance of d i s -

t r i b u t i o n and m a r k e t i n g programs i n expand ing and s t r e n g t h e n i n g the 

e f f e c t i v e demand f o r consumer p roduct s . . 

The beverage i n d u s t r y i s compr i sed o f two beer and s o f t d r i n k 

b o t t l e r s and f i v e e x c l u s i v e l y s o f t d r i n k b o t t l e r s . The two beer 



b o t t l e r s are members o f B r a z i l - w i d e c h a i n s , as are t h ree o f the 

s o f t d r i n k b o t t l e r s . 

U n t i l 1965 , there was o n l y one beer b o t t l i n g f i r m i n R e c i f e . 

With the e n t r y i n t ha t y e a r of the second f i r m i n the i n d u s t r y , 

the o r i g i n a l b o t t l e r was prompted to improve i t s p l a n t f a c i l i t i e s 

and adopt a s m a l l e r 1 0 - o z . b o t t l e d e s i g n e d to appeal to consumers 

who do not want or cannot a f f o r d the customary 2 1 - o z . b o t t l e . 

The l o c a l p r o d u c t i o n o f beer has i n c r e a s e d a lmos t 300% s i n c e 1965. 

Both f i r m s now use the s m a l l e r 1 0 - o z . b o t t l e and have r a p i d l y ex -

panded and modern i zed t h e i r p l a n t f a c i l i t i e s . An a d d i t i o n a l 400% 

combined i n c r e a s e i n c a p a c i t y was be ing p l anned at the end of 1967. 

Much o f the d ramat i c e x p a n s i o n i n l o c a l beer p r o d u c t i o n i s , 

o f c o u r s e , i n s u b s t i t u t i o n o f beer p r e v i o u s l y pu r cha sed from o u t -

s i d e the r e g i o n . N e v e r t h e l e s s , a s i g n i f i c a n t p o r t i o n i s the r e -

s u l t o f more w i d e s p r e a d and a g g r e s s i v e m a r k e t i n g programs i n the 

ad j a cen t r u r a l a r e a s . 

S i m i l a r l y , s a l e s o f the two l e a d i n g s o f t d r i n k m a n u f a c t u r e r s 

have been r a p i d l y expand ing due to s t r e a m l i n e d d i s t r i b u t i o n s y s -

tems, use of modern p r o d u c t i o n and t r a n s p o r t equ ipment , a g g r e s s i v e 

p romot i ona l campa ign ing and the e x t e n s i o n of s a l e s t e r r i t o r i e s i n t o 

the r u r a l a r e a s . P e n e t r a t i o n o f the r u r a l market has been accom-

p l i s h e d th rough a comb ina t i on o f d e c e n t r a l i z e d p r o d u c t i o n and ware-

h o u s i n g f a c i l i t i e s , e f f i c i e n t d i s t r i b u t i o n sy s tems and e x t e n s i v e 

a d v e r t i s i ng . 

The s u c c e s s o f f i r m s i n the beverage i n d u s t r y i n r e d u c i n g 

c o s t s , n a r r ow i ng marg i n s and expand ing both urban and r u r a l markets 

f o r t h e i r p r oduc t s t h r ough modern d i s t r i b u t i o n and ma r ke t i n g t e c h -

n i que s i s a l e s s o n to be c a r e f u l l y s t u d i e d by f i r m s i n o t h e r i n d u s -

t r i e s and a l s o by the makers o f r e g i o n a l p o l i c y r e g a r d i n g i n d u s t r i a l 

deve lopment. 

With r e g a r d to the s u p p l y o f p r o d u c t i v e f a c t o r s from i n d u s t r y 

to the a g r i c u l t u r a l s e c t o r , i t was found t ha t d i s t r i b u t i o n s y s tems 

f o r the k i n d s o f farm i n p u t s - - s u c h as f e r t i l i z e r s , i n s e c t i c i d e s , 

f u n g i c i d e s , i r r i g a t i o n and o t h e r e q u i p m e n t - - n e c e s s a r y f o r t e c h n o l o g -

i c a l r e v o l u t i o n i n the r e g i o n ' s a g r i c u l t u r e are both i nadequa te and 

c o s t l y . 

I n most of the r u r a l a rea s s u r v e y e d , i t was found t h a t modern 

farm i n p u t s were not a v a i l a b l e l o c a l l y f o r s a l e , and t ha t there was 

a c l o s e c o r r e l a t i o n between the use of pu r cha sed farm i n p u t s by p r o -

ducer s and the a v a i l a b i l i t y of such i n p u t s i n l o c a l ma rke t s . The 

h i g h degree of s t a t i s t i c a l c o r r e l a t i o n between use and a v a i l a b i l i t y 

does n o t , o f c o u r s e , e s t a b l i s h a cau sa l r e l a t i o n s h i p . Much o the r 



ev i dence s u g g e s t s t ha t under c u r r e n t farm p r a c t i c e s the a s s o c i a -

t i o n o f i n p u t and p r oduc t p r i c e s i s such t h a t the use of pu r cha sed 

i n p u t s may not be e conom i ca l . N e v e r t h e l e s s , the d e l i v e r y p r i c e o f 

such i n p u t s i s s i g n i f i c a n t l y a f f e c t e d by t h e i r r e s p e c t i v e d i s t r i -

b u t i o n s y s t e m s ; low volume d i s t r i b u t o r s must s p r ead the burden o f 

f i x e d ma rke t i n g c o s t s over r e l a t i v e l y few f a c t o r u n i t s . High de-

l i v e r y p r i c e s and low volume usage are a l s o connected to l e s s - t h a n -

c a p a c i t y u t i l i z a t i o n o f i n p u t p r o d u c t i o n f a c i l i t i e s and, t h u s , to 

h i gh c o s t s o f p r o d u c t i o n . 

C o m p l i c a t i n g prob lems are the l a c k o f r e l i a b l e expe r imen ta l 

e v i dence on the t e c h n i c a l ou tpu t c o e f f i c i e n t s o f modern i n p u t usage 

and the w ide sp read i g n o r a n c e o f f a rmer s w i t h r e g a r d to the po ten -

t i a l b e n e f i t s o f such i n p u t u sage . There are a l s o s i g n i f i c a n t 

prob lems o f c r e d i t a v a i l a b i l i t y f o r the pu rchase o f farm i n p u t s . 

These types o f problems are d e a l t w i t h more f u l l y i n Chapte r s 7 

th rough 10. 

No c l a i m i s made here t h a t the i n t r o d u c t i o n o f modern d i s t r i -

b u t i o n and marke t i n g t e c h n i q u e s f o r manu fac tu red a g r i c u l t u r a l i npu t s 

w i l l by i t s e l f l e ad to r a p i d e x p a n s i o n o f farm o u t p u t . S t i l l , i t 

seems e v i d e n t tha t the absence of r u r a l d i s t r i b u t i o n sy s tems f o r 

manufac tu red i n p u t s , e . g . , chemica l f e r t i l i z e r s , o r the e x i s t e n c e 

o n l y of h i g h - c o s t , low-vo lume s y s t e m s , i s a major f a c t o r c o n t r i b u t -

i n g to the low l e v e l s o f u sage . 

C o n c l u s i o n s and Recommendations 

Beyond any doub t , the p r o c e s s o f i n d u s t r i a l i z a t i o n i n the 

N o r t h e a s t has been g i v e n a tremendous boo s t f o rward p r i m a r i l y as 

a r e s u l t o f the SUDENE 34/18 i n c e n t i v e program and the mas s i ve 

p u b l i c i n v e s t m e n t s which have been t a k i n g p l ace i n h i g h w a y s , power 

and r e l a t e d i n f r a s t r u c t u r e . I n d u s t r y has p r o g r e s s e d more i n the 

p a s t f i v e y e a r s than i n any o t h e r such p e r i o d o f the r e g i o n ' s h i s -

t o r y . 

C a p a c i t y and Demand - Opt imism f o r the immediate and l o n g -

term f u t u r e i s w a r r a n t e d , but must be c a r e f u l l y q u a l i f i e d . The 

c r e a t i o n of i n d u s t r i a l c a p a c i t y , i f a l l owed to exceed the r a te o f 

i n c r e a s e i n e f f e c t i v e demand f o r i n d u s t r i a l p r oduc t s by too wide 

a m a r g i n , cou ld l ead to s e r i o u s adve r se consequences f o r the en -

t i r e r e g i o n a l economy. Much ev i dence has been found i n d i c a t i n g 

t h a t i n d u s t r i a l c a p a c i t y i n the N o r t h e a s t i s l i k e l y to be i n c r e a s -

i ng s i g n i f i c a n t l y f a s t e r than c o r r e s p o n d i n g demand. 

I t i s our v i ew, however, t ha t the s o l u t i o n to t h i s problem 

does not l i e i n the c u r t a i l m e n t of i n v e s t m e n t . We do not a r g u e , 



f o r example, t h a t p r o j e c t app rova l or fund r e l e a s e s under the 

SUDENE 34/18 program s h o u l d be s lowed i n the a g g r e g a t e , or t h a t 

the ra te of d e p o s i t s s h o u l d be r e s t r i c t e d . 

The b a s i c recommendation i n t h i s r e g a r d i s t w o f o l d . F i r s t , 

r e g i o n a l i n d u s t r i a l i z a t i o n p o l i c y s h o u l d g i v e h i gh p r i o r i t y to 

i n c e n t i v e s and f a c i l i t a t i v e programs f o r the development o f mar-

ke t s by the p r i v a t e s e c t o r . G iven p r e s e n t p r i c e r e l a t i o n s h i p s , 

the r e g i o n ' s market f o r manufac tu red goods i s e x t reme l y s h a l l o w 

and na r row. Most of the r u r a l s e c t o r i s o u t s i d e of i t , both f o r 

i n d u s t r i a l i z e d a g r i c u l t u r a l i n p u t s and f o r n o n - f o o d consumer 

good s . Broad ranges o f the urban community are a l s o i s o l a t e d . 

I t i s our c o n t e n t i o n t h a t c u r r e n t p r i c e r e l a t i o n s h i p s can be s i g -

n i f i c a n t l y and a p p r o p r i a t e l y a l t e r e d th rough the adop t i on o f mod-

ern d i s t r i b u t i o n and ma r ke t i n g t e c h n i q u e s . 

I f the p u r c h a s i n g power of consumers i s , however, l i m i t e d 

and i n a d e q u a t e , how can p r o d u c e r s and f i n a l d i s t r i b u t o r s be 

m o t i v a t e d to i n c r e a s e ou tpu t and s a l e s ? R e s o l u t i o n o f the a p p a r -

ent paradox i s a lmos t e n t i r e l y d e f i n i t i o n a l . The p u r c h a s i n g 

power of con sumer s , or l e v e l o f e f f e c t i v e demand, i s a f u n c t i o n 

o f the r e l a t i v e p r i c e s o f the goods be ing consumed. P r i c e s , i n 

t u r n , are f u n c t i o n s o f p r o d u c t i o n and d i s t r i b u t i o n c o s t s . F u r -

t he rmore , e f f i c i e n t marke t i ng p r a c t i c e s , by i n c r e a s i n g s a l e s 

vo lume, can reduce both d i s t r i b u t i o n and p r o d u c t i o n c o s t s and 

thus lead to a d e c l i n e i n p r i c e s and e x p a n s i o n o f e f f e c t i v e de-

mand. 

At p r e s e n t l e v e l s o f income, the e x t e n t to which demand i n 

the N o r t h e a s t f o r manu fac tu red goods can be expanded i s , o f c o u r s e , 

c r i t i c a l l y determined by r e l a t i v e food p r i c e s . Even at c u r r e n t 

income and food p r i c e l e v e l s , however , there appears to e x i s t 

s u b s t a n t i a l leeway f o r the e xpan s i on o f n o n - f o o d markets t h r ough 

e f f i c i e n t l y employed v o l u m e - i n c r e a s i n g , c o s t - r e d u c i n g ma r ke t i n g 

and d i s t r i b u t i o n t e c h n i q u e s . 

S t i l l , i n p r a c t i c a l t e rms , a c e r t a i n amount o f " f o r c e d f eed -

i n g " o f the ma r ke t i n g p r o c e s s f o r n o n - f o o d commodit ies w i l l p r o b -

ab l y be n e c e s s a r y , p a r t i c u l a r l y i n the p e n e t r a t i o n and development 

o f r u r a l market a r e a s . I t i s u n l i k e l y t h a t many i n d i v i d u a l f i r m s 

w i l l assume the h i g h r i s k s , u n c e r t a i n t i e s and c o s t s o f market 

development on t h e i r own i n i t i a t i v e and e n t i r e l y w i t h t h e i r own 

r e s o u r c e s . 

The case of i n d u s t r i a l i z e d farm i n p u t s i s i l l u s t r a t i v e . The 

c r i t i c a l f i r s t i s s u e to be determined here i s under what f i r m 

management p r a c t i c e s and p r i c e r e l a t i o n s h i p s f e r t i l i z e r , f o r exam-



p i e , i s an e c o n o m i c a l l y f e a s i b l e i n p u t . On the b a s i s o f these 

d e t e r m i n a t i o n s , a r e a s o n a b l e e s t i m a t e cou l d be made o f p o t e n t i a l 

market s i z e , i . e . , the p r obab l e volume of s a l e s i n a p a r t i c u l a r 

a rea . Work ing back , t h e n , th rough the s y s t e m , e s t i m a t e s c ou l d be 

made of d i s t r i b u t i o n and p r o d u c t i o n c o s t s . E x p e n d i t u r e s on t h i s 

type of r e s e a r c h cou l d be f i n a n c e d or s u b s i d i z e d by an a p p r o p r i a t e 

governmenta l agency . I f s u b s i d i e s were n e c e s s a r y to l aunch o p e r -

a t i o n s , the se might be i n c l u d e d i n governmenta l f i n a n c i n g o f the 

r e q u i r e d new or remodeled d i s t r i b u t i o n f a c i l i t i e s . 

I n c e n t i v e d e v i c e s f o r p e n e t r a t i n g r u r a l markets f o r n o n - f o o d 

consumer goods might be s i m i l a r l y d e s i g n e d . The e x p e r i e n c e o f the 

beverage i n d u s t r y i n R e c i f e c o u l d p r o f i t a b l y be s t u d i e d i n t h i s 

r e g a r d . 

The c r e a t i o n o f e f f e c t i v e demand w i t h i n the r e g i o n i s a l s o , 

i n p a r t , a f u n c t i o n o f the l i n k a g e - r i c h n e s s o f the i n d u s t r i a l 

e s t a b l i s h m e n t . Here the recommendation i n v o l v e s p r i m a r i l y an i n -

c rea se o f e x i s t i n g e f f o r t , r a t h e r than a rea r rangement o f p r i o r i -

t i e s . Under the SUDENE 34/18 p rog ram, u t i l i z a t i o n o f the r e g i o n ' s 

raw m a t e r i a l s has a lways ranked h i g h i n the c r i t e r i a f o r e v a l u a t -

i n g i n ve s tmen t p r o p o s a l s . Th i s emphas i s s h o u l d be ma i n t a i ned and 

s t r e n g t h e n e d as much as p o s s i b l e . S t e e l , pet ro leum and chemical 

complexes a r e , o f c o u r s e , p rominent examples o f i n d u s t r i e s w i t h 

s t r o n g backward and f o rwa rd l i n k a g e s . So a l s o , however, i s the 

food p r o c e s s i n g i n d u s t r y , even though i t i s one o f the l a r g e s t 

and o l d e s t components o f i n d u s t r y i n the N o r t h e a s t . Food p r o c e s s -

i n g s h o u l d not be s l i g h t e d i n the s e a r c h f o r new dynamic i n d u s t r i e s 

to mod i fy the r e g i o n ' s i n d u s t r i a l s e c t o r . 

The Scope o f I n d u s t r i a l i z a t i o n P o l i c y - G iven the c r i t i c a l 

r o l e of r e l a t i v e food p r i c e s i n de te rm in i n g the demand f o r i n d u s -

t r i a l p r o d u c t s , i t would seem l o g i c a l to i n c l u d e w i t h i n the p u r -

view o f a gene ra l i n d u s t r i a l i z a t i o n program e n t e r p r i s e s which can 

p o s i t i v e l y i n f l u e n c e food p r i c e l e v e l s . S p e c i f i c a l l y , modern 

urban food marke t i ng e n t e r p r i s e s , a l t h o u g h not c l a s s i f i e d as i n -

d u s t r i e s , bear h e a v i l y on the i n d u s t r i a l i z a t i o n p r o c e s s . T h i s 

a s s e r t i o n i s documented f u l l y i n the f o l l o w i n g t h ree c h a p t e r s . 

The e s s e n t i a l p o i n t here i s t h a t r e g i o n a l i n d u s t r i a l i z a t i o n p o l i c y , 

p a r t i c u l a r l y as executed under the SUDENE 34/18 p rog ram, s h o u l d 

not be e x c l u s i v e l y c o n f i n e d to the i n d u s t r i a l s e c t o r per se. I t 

s h o u l d a l s o take account o f those economic a c t i v i t i e s , such as food 

d i s t r i b u t i o n and r e t a i l i n g , which v i t a l l y a f f e c t growth i n the i n -

d u s t r i a l s e c t o r . 



The Development o f M a r k e t i n g S k i l l s - An i n f l o w of new, 

u p - t o - d a t e b u s i n e s s t a l e n t has g e n e r a l l y accompanied the 34/18 

i n ve s tmen t s from the C e n t e r - S o u t h . As a r e s u l t , c o m p e t i t i o n has 

l i v e n e d i n s e v e r a l i n d u s t r i e s , such as b e v e r a g e s , and management 

p r a c t i c e s have begun to improve . Whi le some improvements i n 

d i s t r i b u t i o n and ma rke t i n g p r a c t i c e s have been n o t e d , a d d i t i o n a l 

e f f o r t s to upgrade management s k i l l s i n these a reas s h o u l d be 

unde r taken . 

One of the problems c o n f r o n t i n g such e f f o r t s i n the N o r t h -

e a s t i s the absence of a u n i v e r s i t y o r s i m i l a r i n s t i t u t i o n p r o -

v i d i n g t r a i n i n g o f the a p p r o p r i a t e k i n d and l e v e l . With the 

q u a l i f i e d e x c e p t i o n of the U n i v e r s i t y o f B a h i a , t he re was no 

i n s t i t u t i o n o f f e r i n g advanced c ou r s e s i n d i s t r i b u t i o n and ma rke t -

i n g p r i o r to 1 9 6 8 . I n the l ong r u n , t h i s i n s t i t u t i o n a l gap 

s h o u l d be c l o s e d by c r e a t i n g the a p p r o p r i a t e e d u c a t i o n a l f a c i l i -

t i e s w i t h i n the r e g i o n . I n the meantime, a v a r i e t y o f s h o r t - t e r m 

s o l u t i o n s s h o u l d be g i v e n c a r e f u l c o n s i d e r a t i o n . 

F i r s t , an i n c e n t i v e s scheme cou l d be e s t a b l i s h e d to e n c o u r -

age a l l f i r m s i n the N o r t h e a s t to send key management pe r sonne l 

f o r advanced t r a i n i n g i n b u s i n e s s s c h o o l s i n the C e n t e r - S o u t h and 

o u t s i d e B r a z i l . The t r a i n i n g c o s t s c ou l d be d i v i d e d e q u i t a b l y 

between the p r i v a t e f i r m and the s p o n s o r i n g government agency. 

For example, under the 34/18 p rog ram, t r a i n i n g c o s t s cou ld be i n -

c l uded i n the t o t a l c o s t s o f an i n ve s tmen t p r o j e c t . I t might be 

d e s i r a b l e to r e q u i r e o f p a r t i c i p a t i n g f i r m s t ha t pe r sonne l t r a i n e d 

under such a program be kept i n the N o r t h e a s t f o r some m i n i m a l l y 

a c cep tab l e p e r i o d , or t h a t re imbursement be made i f t r a i n e d p e r -

sonne l are t r a n s f e r r e d e l s ewhe re . A l t e r n a t i v e l y , a gene ra l ad-

vanced management t r a i n i n g fund c o u l d be e s t a b l i s h e d th rough man-

da to r y c o n t r i b u t i o n s under the 34/18 program. A pe r cen tage o f 

a l l 34/18 d e p o s i t s c ou l d be a l l o c a t e d to the fund . T r a i n e e s c o u l d 

be s e l e c t e d from w i t h i n the r e g i o n on the b a s i s o f open c o m p e t i t i o n , 

and/or p a r t i c i p a t i n g f i r m s cou ld nominate a number of c a n d i d a t e s 

p r o p o r t i o n a l to t h e i r c o n t r i b u t i o n s to the genera l fund. 

Second, advanced management s em ina r s and i n t e n s i v e t r a i n i n g 

c o u r s e s c ou l d be i n s t i t u t e d p e r i o d i c a l l y i n R e c i f e . Pe r sonne l 

S i n c e 1968, the Schoo l o f B u s i n e s s and A d m i n i s t r a t i o n o f 
the Pernambuco U n i v e r s i t y Founda t i on i n c l u d e d i n i t s c u r r i c u l u m , 
o f the l a s t academic y e a r of B u s i n e s s A d m i n i s t r a t i o n , s u b j e c t s such 
as M a r k e t i n g A d m i n i s t r a t i o n , S a l e s , A d v e r t i s i n g and P r o d u c t i o n Ad-
m i n i s t r a t i o n . The Schoo l o f B u s i n e s s o f the Federa l U n i v e r s i t y of 
Pernambuco has a l s o e s t a b l i s h e d s i m i l a r s u b j e c t s i n i t s c u r r i c u l u m . 



from B r a z i l i a n and o t he r u n i v e r s i t i e s and o t he r s o u r c e s o f r e l e -

vant e x p e r t i s e cou l d be o b t a i n e d to conduct the s e s s i o n . Emphas i s 

would be g i v e n to modern p r a c t i c e s i n ma r ke t i n g and d i s t r i b u t i o n . 

Th i s type of program cou ld a l s o be f i n a n c e d from a genera l fund 

under the 34/18 p rog ram, w i t h c o n t r i b u t i o n s and a s s i s t a n c e from 

SUDENE, l o c a l f e d e r a t i o n s o f i n d u s t r y , i n d u s t r i a l p r o d u c t i v i t y 

c e n t e r s , commercial a s s o c i a t i o n s , FUNDINOR and s i m i l a r o r g a n i z a -

t i on s . 



CHAPTER 4 

THE CONSUMERS OF REC I FE 

T h i s c h a p t e r p r e s e n t s some o f the f i n d i n g s o f a s u r v e y o f 

354 h o u s e w i v e s l o c a t e d w i t h i n the c i t y l i m i t s o f R e c i f e , B r a z i l . 1 

The p u r p o s e o f p r e s e n t i n g t h e s e f i n d i n g s i s to d e v e l o p a f o u n d a -

t i o n o f u n d e r s t a n d i n g on wh i ch the a n a l y s i s o f the d i s t r i b u t i o n 

s y s t e m can be b u i l t , as w e l l as to examine the h y p o t h e s e s c o n c e r n -

i n g consumer b e h a v i o r . Two g r o u p s o f h y p o t h e s e s upon wh i ch t h i s 

r e s e a r c h was b a s e d are r e l e v a n t to the p r e s e n t c h a p t e r : 

1. G i v e n t h a t consumer r e a l income i n c r e a s e s f rom 
change s i n the f o o d d i s t r i b u t i o n c h a n n e l , what 
e f f e c t does t h i s i n c r e a s e have on e x p e n d i t u r e s 
f o r f o o d and n o n - f o o d i t ems and s a v i n g s ? F u r -
t h e r , what d i f f e r e n c e s are t h e r e i n consumer 
r e a c t i o n s to r e a l income change s by d i f f e r e n t 
income l e v e l s o f c o n s u m e r s , i . e . , h i g h vs low 
income c o n s u m e r s ? 

2 . What c o n s t r a i n t s do con sumer s p l a c e on the m a r -
k e t i n g s y s t e m by t h e i r s h o p p i n g h a b i t s , needs 
and d e s i r e s ? I n what manner do con sumer s r e a c t 
to r e t a i l and i n s t i t u t i o n a l c h a n g e s ? What f a c -
t o r s a re i m p o r t a n t i n u n d e r s t a n d i n g consumer a c -
c e p t a n c e o r r e j e c t i o n o f c h a n g e ? How can c o n -
sumers be i n f l u e n c e d to a c c e p t change more e a s i l y ? 

To answer the above q u e s t i o n s , f i r s t the n a t u r e o f the c o n -

sum ing u n i t s w i l l be a n a l y z e d , and s e c o n d the p u r c h a s i n g p a t t e r n s -

the c o n s u m e r - r e t a i l e r i n t e r a c t i o n - - w i 1 1 be v i e w e d . 

Demog raph i c C h a r a c t e r i s t i c s o f Consumers 

B a c k g r o u n d 

R e c i f e , the c a p i t a l o f Pe rnambuco , i s the l a r g e s t c i t y i n 

N o r t h e a s t B r a z i l and the main t r a d i n g c e n t e r f o r bo th the humid 

c o a s t a l z o n e , where s u g a r cane i s the main c r o p , and the d r o u g h t -

r i d d e n i n t e r i o r A g r e s t e - S e r t a o a r e a . The c i t y has a p o p u l a t i o n 

o f a p p r o x i m a t e l y 1 m i l l i o n , w i t h an e s t i m a t e d g r owth r a t e o f 4% 
2 pe r y e a r . T h i s p o p u l a t i o n g rowth r a t e must be matched by an 

A l l da ta i n t h i s c h a p t e r s tem d i r e c t l y f rom t h i s s u r v e y , 
e x c e p t where f o o t n o t e d . P a r t i c u l a r s o f the s u r v e y d e s i g n can be 
f ound i n A p p e n d i x A. 

2 
I n s t i t u t o B r a s i l e i r o de G e o g r a f i a e E s t a t f s t i c a , Anuàrio 

Estat-Cstioo do Brasil - 1965 ( R i o de J a n e i r o : I n s t i t u t o B r a s i l e i r o 
de G e o g r a f i a e E s t a t f s t i c a , 1 9 6 5 ) , V o l . 2 6 , p. 3 2 . 



i n c r e a s e i n o u t p u t i f the p r e s e n t u rban l e v e l o f i n c o m e , r a t e o f 

employment and w e l l - b e i n g a re to rema in at the same l e v e l . 

The p r i n c i p a l i n d u s t r y o f R e c i f e has been s u g a r , bu t i n the 

p a s t few y e a r s an i n t e n s i v e i n v e s t m e n t p rog ram has s t a r t e d i n d u s -

t r i a l d i v e r s i f i c a t i o n . M i g r a n t s make up a l a r g e s h a r e o f the pop -

u l a t i o n . On l y 64% o f the r e s p o n d e n t s c l a i m e d to be " f r o m " R e c i f e , 

12% were f rom c o a s t a l a r e a s i n the N o r t h e a s t , 21% had m i g r a t e d 

f rom the a o n - c o a s t a l i n t e r i o r o f the N o r t h e a s t , and o n l y 3% had 

come up f rom the more p r o s p e r o u s S o u t h . T h u s , l. ike many L a t i n 

Amer i can c i t i e s , a l a r g e p o r t i o n o f the p o p u l a t i o n p r e s s u r e comes 

f rom the r u r a l - u r b a n m i g r a t i o n wh i ch c h a r a c t e r i z e s the deve l opment 

p r o c e s s . 

Age 

The age d i s t r i b u t i o n o f the p o p u l a t i o n r e f l e c t s i n a d e q u a t e 

d i e t and a h i g h i n c i d e n c e o f d i s e a s e . I n 1 9 6 0 , 28% o f the popu -

l a t i o n were under 10 y e a r s o f a g e , 50% were under 2 0 , and 21% 

were o v e r 40 ( T a b l e 4 . 1 ) . The mean age was 2 4 . 5 y e a r s and the 
3 

median was 2 2 . 4 y e a r s . Fo r c o m p a r i s o n , i n 1960 the median age 

i n the U n i t e d S t a t e s was 2 9 . 5 y e a r s . 4 Thus the w o r k i n g p o p u l a t i o n 

i s r e l a t i v e l y s m a l l . A l t h o u g h l i f e e x p e c t a n c y i s s h o r t , f a m i l i e s 

a re l a r g e , w i t h an a v e r a g e f a m i l y s i z e o f 6 b e i n g r e p o r t e d by the 

r e s p o n d e n t s . A f a m i l y u n i t i s d e f i n e d as t h o s e peop l e who e a t and 

l i v e t o g e t h e r . Thus the term i s b r o a d e r than j u s t the immediate 

f a m i l y and i n c l u d e s , i n some c a s e s , more than one b r e a d w i n n e r as 

w e l l as d e p e n d e n t s . 

I t i s i n t e r e s t i n g to no te t h a t the median age o f the h o u s e -

w i v e s i n t e r v i e w e d was 39 y e a r s o f a ge . I n c o m p a r i s o n , the median 5 

age o f U . S . h o u s e w i v e s i n 1966 was 45 . 

E d u c a t i o n 

To a s s e s s the l e v e l o f e d u c a t i o n o f the h o u s e w i v e s , t hey 

were f i r s t a s k e d i f they c o u l d r e a d . Of the r e s p o n d e n t s , 72% r e -

p o r t e d they c o u l d . Those who c l a i m e d l i t e r a c y were then a s k e d to 

3 
B r a z i l , Banco do N o r d e s t e do B r a s i l , S . A . , Abasteoimento 

de Generos Alimenticios da Cidade do Recife ( F o r t a l e z a , C e a r á : 
ETENE, Banco do N o r d e s t e do B r a s i l , S . A . , 1 9 6 2 ) , p. 23 . 

4 
U . S . Bu reau o f the C e n s u s , S t a t i s t i c a l Abstract of the 

United States: 1967 ( 8 8 t h e d . , W a s h i n g t o n , D . C . : U . S . Government 
P r i n t i n g O f f i c e , 1 9 6 7 ) , p. 24 . 

^ Ibid. 3 p. 38 . 



Tab l e 4 . 1 P o p u l a t i o n D i s t r i b u t i o n o f R e c i f e 
A c c o r d i n g to Age Groups i n 1960 

Ages P e r c e n t 
Cumu l a t i ve 

P e r c e n t 

0 - 9 27. .7 2 7 . 7 

10 - 19 22. ,4 5 0 . 1 

20 - 29 16. .6 6 6 . 7 

30 - 39 13. .2 79 . 9 

40 - 49 8, .9 8 8 . 8 

50 - 59 5. .7 9 4 . 5 

60 - 69 3. .6 9 8 . 1 

70 - 79 1 , .5 9 9 . 6 

80 & o v e r 0, .4 1 00 . 0 

T o t a l 100, .0 

SOURCE: B r a z i l , Banco do N o r d e s t e do B r a s i l , S . A . , 
Abasteoimento de Generos Alimentioios da Cidade do 
Recife ( F o r t a l e z a , C e a r a : ETENE, Banco do N o r d e s t e do 
B r a s i l , S . A . , 1 962 ) , p. 23 . 

r ead a s e n t e n c e and were g r a d e d f o r a b i l i t y to r ead ou t l o u d and 

f o r c o m p r e h e n s i o n . Of t h o s e who c l a i m e d l i t e r a c y , 70% r ead e a s i l y , 

25% r ead w i t h d i f f i c u l t y and 5% c o u l d not read a t a l l . F u r t h e r , 

o n l y 83% o f t h o s e c l a i m i n g r e a d i n g a b i l i t y u n d e r s t o o d what they 

had read when t e s t e d f o r c o m p r e h e n s i o n . T h u s , o f a l l h o u s e w i v e s 

i n t e r v i e w e d , o n l y 50% were f u n c t i o n a l l y l i t e r a t e . 

A f t e r l i t e r a c y was d e t e r m i n e d , the l e v e l o f s c h o o l i n g became 

r e l e v a n t . G i v e n the above l e v e l o f l i t e r a c y , i t was n o t s u r p r i s i n g 

t h a t 21% had n e v e r a t t e n d e d s c h o o l and 25% had o n l y one to t h r e e 

y e a r s o f s c h o o l . T h u s , t hough the mean l e v e l o f s c h o o l i n g f o r the 

r e s p o n d e n t s was 5 . 6 y e a r s , the median was 3 y e a r s . 

I n c o n c l u s i o n , most h o u s e w i v e s have l i t t l e e d u c a t i o n on 

wh ich to base t h e i r p u r c h a s i n g d e c i s i o n s ( h o u s e w i v e s made p u r -

c h a s i n g d e c i s i o n s i n 80% o f the h o u s e h o l d s ) . F u r t h e r , i t s h o u l d 

be kep t i n mind t h a t the use o f the p r i n t e d media ( n e w s p a p e r s , ma-

g a z i n e s and h a n d b i l l s ) to f o s t e r change s i n b e h a v i o r can o n l y be 

as e f f e c t i v e as the l i t e r a c y r a t e a l l o w s . 

Employment and Income 

On ly 5% o f the r e s p o n d e n t s r e p l i e d t h a t the head o f the 

h o u s e h o l d h e l d down two o r more j o b s . I t seems t h a t " m o o n l i g h t i n g " 

4 - 3 



must be r e s t r i c t e d to a h i g h l y v i s i b l e m i n o r i t y . T h i r t y - t w o p e r -

cent o f the r e s p o n d e n t s r e p o r t e d t h a t someone o t h e r than the head 

o f the house had a job and i n 7% o f the f a m i l i e s , a t l e a s t 2 o t h e r 

p e r s o n s worked b e s i d e s the head . T h u s , the head o f the h o u s e h o l d 

p r o v i d e s the ma jo r s u p p o r t f o r the f a m i l y . 

A t o t a l o f 93% o f the heads o f h o u s e h o l d s were r e p o r t e d to 

be w o r k i n g . The d i s t r i b u t i o n o f o c c u p a t i o n s among h o u s e h o l d heads 

as r e p o r t e d by the h o u s e w i f e r e s p o n d e n t s were as f o l l o w s : 7% 

worked i n f o o d d i s t r i b u t i o n , 6% i n n o n - f o o d d i s t r i b u t i o n , 2% i n 

f o o d i n d u s t r y , 10% i n n o n - f o o d i n d u s t r y , and 27% i n g o v e r n m e n t . 

The r e m a i n d e r worked i n s e r v i c e s , c o n s t r u c t i o n , o r were "desemprego 

desfaroado3tr i . e . , unde remp loyed i n n o n - p e r m a n e n t m a r g i n a l j o b s 

s u c h as g u a r d i n g c a r s on the s t r e e t s , s c a v e n g i n g c r a b s from the 

r i v e r , c o l l e c t i n g p a p e r , e t c . 

W i th r e s p e c t to the o t h e r s who worked i n the f a m i l y , 1% w o r k -

ed i n f ood d i s t r i b u t i o n , 12% worked i n n o n - f o o d d i s t r i b u t i o n , none 

worked i n f ood i n d u s t r y , 12% worked i n n o n - f o o d i n d u s t r y , and 32% 

worked f o r the g o v e r n m e n t . The r e m a i n i n g worked i n v a r i o u s s e c t o r s 

o t h e r than the a b o v e . 

The mean f a m i l y income was r e p o r t e d by the r e s p o n d e n t s to be 

NC r$ l 33 (U S$42 ) pe r week o r NCr$5 ,870 ( U S $ 2 , 1 7 4 ) pe r y e a r . On a 

per c a p i t a b a s i s , t h i s income amounts to NCr$967 ( U S $ 3 5 8 ) pe r y e a r . 

The med ian pe r c a p i t a income was NCr$433 (US$160 ) pe r y e a r . The 

s kewne s s o f t h i s d i s t r i b u t i o n w i l l be r e t u r n e d to s h o r t l y . T h i s 

income does not i n c l u d e goods p r o d u c e d and consumed a t home. How-

e v e r , the u rban consumer g rows l i t t l e a t home. 

A note o f c a u t i o n s h o u l d be s ounded w i t h r e s p e c t to the i n -

come f i g u r e s c i t e d above . As w i t h a l l income d e t e r m i n a t i o n q u e s -

t i o n s , e s p e c i a l l y when a p p l i e d i n a r e a s where l i t t l e r e c o r d - k e e p i n g 

o c c u r s , the r e s p o n s e s were s u b j e c t to r e s p o n d e n t b i a s . Some b i a s 

was c a u s e d by non-wage o r n o n - m o n e t a r y income wh i ch was no t r e p o r t -

ed. Examples o f t h e s e wages a re i n t e r e s t , c a p i t a l g a i n s , mea l s 

g i v e n e m p l o y e e s , g i f t s g i v e n m a i d s , e t c . A n o t h e r b i a s was i n t r o -

duced by mak ing the t ime p e r i o d s h o r t - - l week. T h i s was done i n 

o r d e r to keep w i t h i n the r e s p o n d e n t s ' t ime p e r s p e c t i v e . P o s s i b l y , 

h oweve r , the t ime p e r i o d was so s h o r t t h a t the r e s p o n d e n t was em-

b a r r a s s e d to s t a t e the t r u e , bu t s m a l l , i n come , and t h u s tended to 

e x a g g e r a t e . A l s o , the h o u s e w i f e may not know the income on a 

w e e k l y b a s i s i f i t does no t c o r r e s p o n d to a week l y p a i d s a l a r y . 

M o s t were b i w e e k l y o r m o n t h l y . F i n a l l y , the h o u s e w i f e may no t 

know the income t h a t he r hu sband makes a t a l l . I n any c a s e , the 



h o u s e w i f e wou ld t e n d to o v e r s t a t e o r r e f u s e to answer to a v o i d i n -

t e r v i e w e r d i s a p p r o v a l . 

A t h i r d b i a s o c c u r r e d to a n o n - m e a s u r a b l e deg ree as a r e s u l t 

o f the sample d e s i g n . The samp le was d rawn , as n o t ed i n A p p e n d i x A, 

f rom a c e n s u s o f d w e l l i n g s i n R e c i f e . Becau se o f the d i f f i c u l t y i n 

c o u n t i n g i n the d i s o r g a n i z e d s l u m s , t h e r e may have been some u n d e r -

c o u n t i n g o f the p o o r e s t homes. F u r t h e r , the home le s s were e x c l u d e d 

e n t i r e l y . These two f a c t o r s wou l d tend to u n d e r - r e p o r t the low 

income f a m i l i e s , mak ing ou r income c a l c u l a t i o n s h i g h e r than a c t u a l . 

I t wou ld be r e a s s u r i n g i f the income f i g u r e s c o u l d be com-

pa red w i t h s e c o n d a r y d a t a , bu t none e x i s t f o r a comparab le p o p u l a -

t i o n o r t ime i n R e c i f e . There a re i n d i c a t i o n s , h o w e v e r , t h a t the 

r e s u l t s a re somewhat b i a s e d i n an upward d i r e c t i o n - - f i r s t , the p r o -

f e s s i o n a l j udgment o f l o c a l e c o n o m i s t s o f SUDENE and s e c o n d , the 

f a c t t h a t the s u r v e y s o f r e t a i l s a l e s do no t show enough s a l e s to 

s a t i s f y the p u r p o r t e d i ncome. These s a l e s f i g u r e s have a b i a s i n 

the o p p o s i t e d i r e c t i o n due to me r chan t f e a r o f t a x e v a s i o n e x p o s u r e . 

However , the s a l e s f i g u r e s are more r e l i a b l e t han income data be -

cau se t hey a re b u i l t up f rom c o s t and m a r g i n da ta as w e l l as b e i n g 

o b t a i n e d d i r e c t l y f rom r e s p o n d e n t s . W i th t h e s e w a r n i n g s i n m i nd , 

the income a n a l y s i s can be c o n t i n u e d . 

The s u r v e y on " P r o b l e m s o f Food S u p p l y i n R e c i f e " ( 1 9 6 2 ) 

r e p o r t e d t h a t more than 30% o f the wage e a r n e r s d i d not r e c e i v e 

the minimum wage .^ 

The d i s t r i b u t i o n o f wage income i n d i c a t e s t h a t 48% o f the 

h o u s e h o l d s r e c e i v e d o n l y 13% o f the i ncome. The top 14% r e c e i v e d 

51% o f the i ncome. I t i s i m p o r t a n t to no te t h a t o t h e r i n come, p a r -

t i c u l a r l y r e n t s and p r o f i t s f rom i n v e s t m e n t s , add income to the 

upper s t r a t a w h i l e s c a v e n g i n g and i r r e g u l a r j o b s add income to the 

l o w e r l e v e l s . T a b l e 4 . 2 p r e s e n t s a d i s t r i b u t i o n o f wage incomes 

r e p o r t e d i n the con sumer s s u r v e y . A t remendous d i s p a r i t y among 

the l e v e l s o f income i s e v i d e n t . 

V i s u a l l y , t h i s d i s p a r i t y can be p r e s e n t e d i n a " L o r e n z c u r v e " 

( F i g u r e 4 . 1 ) . Note the c u r v e s o f San J u a n , P u e r t o R i c o ; La P a z , 

B o l i v i a ; and the U n i t e d S t a t e s f o r c o m p a r i s o n . C l e a r l y , R e c i f e has 

g r e a t e r income d i s p a r i t i e s t han t h e s e l o c a t i o n s . 

The i m p l i c a t i o n s o f t h e s e d i s p a r i t i e s need to be s p e l l e d o u t . 

When c o n s i d e r i n g the k i n d s o f goods t h a t can be consumed, i t i s 

B r a z i l , I n s t i t u t o Joaqu im Nabuco de P e s q u i s a s S o c i a i s , Pro-
blemas do Abasteoimento Alimentar do Recife ( R e c i f e , P . E . : I n s t i -
t u t o Joaqu im Nabuco de P e s q u i s a s S o c i a i s , M i n i s t e r i o da Educagao 
e C u l t u r a , 1962 ) p. 133 . 
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n e c e s s a r y to t h i n k i n terms o f a mass market f o r b a s i c low c o s t 

n e c e s s i t i e s , both food and n o n - f o o d , and a r e s t r i c t e d market f o r 

l u x u r i e s . The emphas i s o f any program to gene ra te s c a l e economies 

must thereby deal w i th those goods which have mass p o t e n t i a l , i . e . , 

low c o s t b a s i c food and c e r t a i n low c o s t consumer good s . 

Food Shopp ing P r e f e r e n c e s 
and B e h a v i o r i n R e c i f e 

The R e l a t i o n s h i p between Independent V a r i a b l e s 

Be fo re the r e l e v a n t q u e s t i o n s o f who spends what , where , and 

f o r what r ea son s can be answered, i t i s n e c e s s a r y to compare the 

demograph ic v a r i a b l e s which w i l l be used as i ndependent v a r i a b l e s . 

Th i s a n a l y s i s shows the r e l a t i o n s h i p s between i ndependent v a r i a -

b l e s to be such t ha t when each i s used w i th dependent v a r i a b l e s , 

the a n a l y s i s o f t h a t t a b l e i s not c l ouded by the e f f e c t s o f o t h e r 

i ndependent v a r i a b l e s . Thu s , the r e l a t i o n s h i p between i ndependent 

v a r i a b l e s i s s t a t e d s p e c i f i c a l l y at the o n s e t . Table 4 .3 p r e s e n t s 

the Pear son product-moment c o r r e l a t i o n c o e f f i c i e n t s a l ong w i th i n -

d i c a t i o n s of s i g n i f i c a n t l i n e a r i t y and s i g n i f i c a n t c h i - s q u a r e r e l a -

t i o n s h i p s . 

Tab le 4 . 3 R e l a t i o n s h i p between Independent V a r i a b l e s 
Pear son Product -Moment C o r r e l a t i o n C o e f f i c i e n t s 

Weekly Food 
Expendi t u re 

Mass Media 
Expos ure 

Li t e r a c y -
Educa t i on 

Weekly Food E x p e n d i t u r e 

Mass Media Exposu re . 47 * - -

Li t e r a c y - E d u c a t i on . 4 8 * . 5 4 * - -

Modern i ty .07 . 1 8 * . 1 9 * 

SOURCE: SUDENE/MSU Consumer Su r vey ( 1 9 6 7 ) . 

* Bo th the c o r r e l a t i o n and c h i - s q u a r e are s i g n i f i c a n t at 
the .05 c o n f i d e n c e l e v e l . 

The most p e r v a s i v e p r e d i c t o r o f the o t h e r i ndependent v a r i a -

b l e s i s the l i t e r a c y - e d u c a t i o n i n d e x . T h i s index i s , i n e s s e n c e , 

the l i t e r a c y s c o r e o f the r e sponden t (as t e s t e d ) i f the r e sponden t 

i s not comp le te l y f u n c t i o n a l l y l i t e r a t e . Th i s i s to say t ha t a 



r e sponden t who i s p a r t i a l l y l i t e r a t e or i l l i t e r a t e c o u l d not have 

had a mean i ng fu l e d u c a t i o n a l e x p e r i e n c e . Thu s , o n l y the l i t e r a c y 

s c o r e s h o u l d be counted. On the o t h e r hand, i f the r e sponden t i s 

l i t e r a t e , then y e a r s o f e d u c a t i o n are added to the l i t e r a c y s c o r e 

to ge t a compos i te c umu l a t i v e s c o r e o f l i t e r a c y and e d u c a t i o n . 

T h i s i ndex s i g n i f i c a n t l y r e l a t e d w i th each i ndependent v a r i a b l e . 

The h i g h e r the l i t e r a c y and e d u c a t i o n o f the h o u s e w i f e , the g r e a t -

er was her weekly food e x p e n d i t u r e , mass media e x p o s u r e , and 

m o d e r n i t y . The i ndex was s p l i t i n t o t e r c i l e s w i t h g roups r e p r e s e n t -

i g n f u n c t i o n a l i l l i t e r a c y , l i t e r a c y but l i t t l e formal e d u c a t i o n and 

l i t e r a c y w i th some formal e d u c a t i o n . 

The mass media exposu re o f the hou sew ive s i n t e r v i e w e d was 

measured by combin ing r e s p o n s e s to q u e s t i o n s mea su r i n g newspaper 

and magaz ine r e a d e r s h i p , r a d i o use and t e l e v i s i o n u se . The h o u s e -

w i v e s 1 mass media expo su re was a l s o r e l a t e d to each of the o t h e r 

i ndependent v a r i a b l e s . Mass media expo su re ( i n d i c a t e d by a h i g h 

i ndex s c o r e ) was p o s i t i v e l y and s t r o n g l y r e l a t e d both to l i t e r a c y -

e d u c a t i o n , as noted above, and to weekly food e x p e n d i t u r e . I t was 

s i g n i f i c a n t l y but not s t r o n g l y r e l a t e d to m o d e r n i t y . The mass 

media exposu re i ndex s c o r e s were s p l i t i n t o t e r c i l e g roups f o r c o n -

t i n g e n c y a n a l y s i s . The c o r r e l a t i o n o f Rho + . 54 between mass media 

expo su re and the l i t e r a c y - e d u c a t i o n i n d i c a t e s t h a t the re i s much i n 

common between these v a r i a b l e s . When the c o n t i n g e n c y t a b l e s o f 

each are compared, they both i n d i c a t e the same r e l a t i o n s h i p s i n 

n e a r l y i d e n t i c a l ways . The mass media i ndex c o n s i s t e n t l y showed 

s l i g h t l y s t r o n g e r r e l a t i o n s h i p s than d i d the l i t e r a c y - e d u c a t i o n i n -

dex. T h u s , r a t h e r than r e p o r t both s e t s o f t a b l e s t h r o u g h o u t t h i s 

c h a p t e r , o n l y the t a b l e s f o r the l i t e r a c y - e d u c a t i o n index w i l l be 

shown, except where mass media usage has s p e c i a l s i g n i f i c a n c e . 

The c o n c l u s i o n s w i l l thus be a somewhat c o n s e r v a t i v e e s t i m a t e o f 

tho se r e s u l t i n g from the mass media expo su re i n d e x . 

Housewives were asked to r e p o r t the amount o f money they 

s pen t f o r food i n the l a s t week. The week ly food e x p e n d i t u r e s 

thus o b t a i n e d were r e l a t e d to two o t h e r i ndependent v a r i a b l e s . 

As has been noted above , the g r e a t e r the f ood e x p e n d i t u r e , the 

h i g h e r the h o u s e w i f e ' s l i t e r a c y , e d u c a t i o n a l l e v e l and media e x -

posu re s c o r e tended to be. T h i s i ndependent v a r i a b l e was s p l i t 

i n t o t e r c i l e g r oup s f o r the a n a l y s i s . The v a l u e s f o r the food 

e x p e n d i t u r e g roup s are as f o l l o w s : 



NCr$ US$ NCr$ US$ 

24 ( 9 . 0 7 ) 

40 ( 1 5 . 0 0 ) 

ove r ( o v e r ) 

1 ( 1 . 0 0 ) to 

25 ( 9 . 0 8 ) to 

41 ( 1 5 . 0 1 ) to 

The modern i t y i ndex was made up of 12 q u e s t i o n s r e l a t e d to 

the r e s p o n d e n t s ' a t t i t u d e s and b e l i e f s about the way i n which the 

wo r l d o p e r a t e s . Concepts such as t r u s t i n o t h e r s , b e l i e f i n f a t e , 

f a m i l y t i e s , f e l t s o c i a l s a n c t i o n s , e t c . , are i n c l u d e d in t h i s 

i ndex to s e p a r a t e t r a d i t i o n a l t h i n k e r s from the more modern. As 

has been no ted , mode rn i t y was p o s i t i v e l y ( though not s t r o n g l y ) 

r e l a t e d to mass media expo su re and l i t e r a c y - e d u c a t i o n l e v e l . 

I t s h o u l d be noted t h a t the i ndependent v a r i a b l e s used were 

s e l e c t e d from a l a r g e r l i s t based on th ree c r i t e r i a . F i r s t , they 

d i d p r e d i c t d i f f e r e n c e s among con sumer s , i . e . , they d i v i d e d con -

sumers i n t o s e p a r a t e g r o u p s . Second , each v a r i a b l e g rouped con -

sumers on a d i f f e r e n t b a s i s . T h i r d , the v a r i a b l e s can be man ipu-

l a t e d f o r development programs and thus have r e l e v a n t i m p l i c a t i o n s 

f o r the s y s tem. Mass media e x p o s u r e , l i t e r a c y - e d u c a t i o n i n d i c e s 

and week ly food e x p e n d i t u r e s are a l l v a r i a b l e s of t h i s t ype . The 

second c r i t e r i a was the l e a s t s a t i s f i e d , as i n d i c a t e d i n Tab le 4 . 3 . 

I t i s u s e f u l to b r i e f l y e x p l a i n why s e v e r a l p o s s i b l e impor -

t a n t common v a r i a b l e s , such as t o t a l f a m i l y income, were not i n c l u d -

ed i n the a n a l y s i s . 

The weakness o f the income data has a l r e a d y been noted. 

Weekly food pu rcha se data i s not as vague as weekly income to the 

hou sew i f e and t h e r e f o r e tends to be more r e l i a b l e . The c o r r e l a -

t i o n o f Rho + .64 between f a m i l y weekly income and weekly food ex -

p e n d i t u r e s i n d i c a t e s t ha t these two v a r i a b l e s are c l o s e l y r e l a t e d . 

F u r t h e r , when c r o s s t a b u l a t i o n s o f the dependent v a r i a b l e s w i th 

each o f the i ndependent v a r i a b l e s were compared, there was l i t t l e 

d i f f e r e n c e i n the r e l a t i o n s h i p s ( i . e . , the same r e l a t i o n s h i p s were 

i n d i c a t e d by each v a r i a b l e ) . Hence, l i t t l e would be g a i ned from 

r e p o r t i n g both r e l a t i o n s h i p s and, l o g i c a l l y , the v a r i a b l e w i th 

g r e a t e r r e l i a b i l i t y s h o u l d be used. T h u s , weekly food e x p e n d i t u r e 

w i l l be used as an i n d i c a t i o n o f income as we l l as food e x p e n d i t u r e . 

Age was not a good p r e d i c t o r o f the dependent or o t h e r i n d e -

pendent v a r i a b l e s . Thu s , c o n t r a r y to p o p u l a r b e l i e f , the young d i d 

not s i g n i f i c a n t l y d i f f e r from o l d e r members o f the p o p u l a t i o n . 

A l s o , age d i s t r i b u t i o n i n the s t udy c l o s e l y approx imates a normal 

curve so t ha t the argument t h a t housew ive s d i d not d i f f e r because 

they were homogeneous i n terms o f age i s w i t h o u t s t a t i s t i c a l f ound -

a t i o n . 



A n o t h e r p o s s i b l e i n d e p e n d e n t v a r i a b l e was g e o g r a p h i c a l l o c a -

t i o n i n the c i t y . L i k e a g e , t h i s v a r i a b l e d i d not i n d i c a t e s i g n i -

f i c a n t d i f f e r e n c e s between con sumer s when they were compared w i t h 

the r e l e v a n t dependent v a r i a b l e s . 

Fo r the r e m a i n d e r o f t h i s c h a p t e r , o n l y r e l a t i o n s h i p s between 

the i n d e p e n d e n t v a r i a b l e s and dependent v a r i a b l e s where c h i - s q u a r e 

i s s i g n i f i c a n t a t the .05 l e v e l w i l l be p r e s e n t e d . 

Gene ra l Usage o f Income 

Of the N C r $ l 1 3 ( U S $ 4 2 ) mean week l y f a m i l y i n c o m e , NCr$60 

(US$22 ) was r e q u i r e d pe r week f o r f o o d . T h u s , the p o p u l a t i o n o f 

R e c i f e t ended to spend an a v e r a g e o f 53% o f t h e i r week l y f a m i l y 

income on the p u r c h a s e o f f o o d ( T a b l e 4 . 2 ) . The I n s t i t u t o Joaqu im 

Nabuco de P e s q u i s a s S o c i a i s r e p o r t e d an a v e r a g e o f 4 9 . 4 % s p e n t on 

f o o d 7 and the Banco do N o r d e s t e do B r a s i l , S . A . c o l l e c t e d consumer 
g 

c o n s u m p t i o n da t a wh i ch i n d i c a t e d an a v e r a g e o f 54% s p e n t w e e k l y 

( T a b l e 4 . 4 ) . 

T ab l e 4 . 4 P e r c e n t o f Income S p e n t on Food 

Income L e v e l ( C r $ ) % o f F a m i l i e s % o f F a m i l y Income 

0 - 3 , 0 0 0 58 70 

3 , 0 0 0 - 6 , 0 0 0 24 57 

6 , 0 0 0 - 9 , 0 0 0 9 56 

9 , 0 0 0 - o v e r 9 37 

Mean o f a l l g r o u p s 100 54 

SOURCE: F o r t a l e z a , C e a r á , 1962 . 

Some an swe r s to the q u e s t i o n o f how i n c r e a s e d income m i g h t be 

s p e n t a re c l e a r . There a re marked d i f f e r e n c e s between the a v e r a g e 

p r o p e n s i t y o f the r i c h and the poo r to consume f o o d . T h i s i n f o r m a -

t i o n , c o u p l e d w i t h the data on income d i s t r i b u t i o n , l e a d s to the 

c o n c l u s i o n t h a t i f low c o s t b a s i c f o o d p r i c e s were l o w e r e d to the 

mass poo r m a r k e t , most o f the r e s u l t a n t i n c r e a s e d e x p e n d i t u r e wou ld 

1 I b i d . i p. 133 . 
g 

Banco do B r a s i l , op. c i t . 3 p. 32 . 



p robab l y be f o r f ood . On the o t h e r hand, i f p r i c e changes f a v o r e d 

upper income con sumer s , most o f the i n c r e a s e d e x p e n d i t u r e s would be 

f o r n o n - f o o d good s . These remarks deal w i t h e x t r emes , and i t would 

be more a ccu ra te to c o n s i d e r p r i c e changes a f f e c t i n g a l l g roups o f 

consumers to some deg ree , combin ing these e f f e c t s . 

I t i s impo r t an t to u n d e r s t a n d , however , t h a t these r e a c t i o n s 

to p r i c e change do not app l y to a l l consumers . D i s t i n c t consumer 

g roups w i l l a c t i n d i f f e r e n t , but p r e d i c t a b l e , ways . I t can a l s o 

be noted t ha t i f the income of a l 1 consumers i n c r e a s e s , a s m a l l e r 

pe r cen tage o f such income would be s pen t on food . On the o t h e r 

hand, though a s m a l l e r pe r cen tage o f income i s s pen t on f o o d , t o t a l 

income i s g r e a t e r and thus more a c t ua l money would be spen t on 

f o o d , i . e . , E n g e l ' s Law seems to h o l d . 

Of the r e s p o n d e n t s , 55% r e p o r t e d owning t h e i r own home and 

the mean ren t f o r non-owners was NCr$61 (US$23) per month. I t i s 

i n t e r e s t i n g to note t h a t the median ren t was NCr$39 (US$14 ) . Typ-

i c a l l y , the ve ry poor do not r e n t , but l i v e i n s e l f - b u i l t s h a c k s . 

S e ven t y - two pe r cen t o f the r e s p o n d e n t s ' homes were judged to be i n 

c l ean c o n d i t i o n , a l t h o u g h no judgment was made as to whether the 

d w e l l i n g was s u b s t a n d a r d f o r human h a b i t a t i o n . Twenty - th ree p e r -

cent o f the f a m i l i e s were pay i ng at l e a s t NCr$10 (US$3 .70 ) per month 

on a time purchase (not l and or h o u s i n g ) , w i th the mean payment be-

i n g NCr$49 ( U S $ 1 8 . 1 5 ) . The average payment f o r a l l r e sponden t s was 

NCr$ l 1 (US$4 . 07 ) per f a m i l y per month. S a v i n g s ove r NCr$10 

(US$3 .70 were r e p o r t e d by o n l y 8% o f a l l r e s p o n d e n t s , and the mean 

saved per f a m i l y was NCr$4.50 (US$1 . 67 ) per month. 

To c l a r i f y t he se s a v i n g s f i g u r e s , i t s h o u l d be noted t h a t 

s a v i n g s i n an area where i n f l a t i o n i s rampant i s hard to document 

because money i s t y p i c a l l y not h e l d . Because i n ve s tmen t o p p o r t u n i -

t i e s c a r r y l a r g e r i s k s and are not open to most i n v e s t o r s t h r ough 

an o r d e r l y i n ve s tmen t ma rke t , most s a v i n g s f i n d t h e i r way i n t o 

du r ab l e pu r cha se s which h o l d t h e i r v a l u e . 

Consumers i n t e r v i e w e d were asked what one or two t h i n g s they 

would do w i t h a sum o f money equal to t h e i r annual income i f they 

had saved i t . A lmost h a l f (49%) of the housewives s a i d they would 

buy a hou se , 18% would i n v e s t the money i n b u s i n e s s , 12% would buy 

l a n d , 12% would buy consumer goods and f o o d , and 4% would save the 

money. Twelve pe rcen t l i s t e d o t h e r uses f o r the money. 

Durab le goods were p o p u l a r and some were w i d e l y owned. 

S e v e n t y - s e v e n pe r cen t o f the r e sponden t s i n d i c a t e d t h a t - t h e r e was 

a wo rk i n g r a d i o i n t h e i r home and 35% c l a imed to own a t e l e v i s i o n . 

These f i g u r e s have i m p l i c a t i o n s f o r the use o f mass media i n r e a c h -



i n g consumers . However, f u r t h e r d i s c u s s i o n w i l l be d e f e r r e d 

u n t i l the l a t e r s e c t i o n on mass media u sage . S e v e n t y - f o u r p e r -

cent o f the r e sponden t s r e p o r t e d owner sh ip o f sewing m a c h i n e s , 

which B r a z i l i a n women c o n s i d e r a top p r i o r i t y d u r a b l e . Only 13% 

o f the housew ives i n d i c a t e d t h a t the f a m i l y owned a ca r or t r u c k ; 

hence, p u b l i c t r a n s p o r t a t i o n must be used f o r d i s t a n t p u r c h a s e s . 

T h e r e f o r e , the l o c a t i o n a l conven ience o f r e t a i l o u t l e t s i s o f 

utmost impo r t ance . Th i s f a c t w i l l be u n d e r s c o r e d when s t o r e use 

and non -u se are a n a l y z e d l a t e r . 

F o r t y - f o u r pe rcent o f the r e sponden t s c l a imed t h e i r h ou se -

ho l d s had r e f r i g e r a t o r s . Because r e f r i g e r a t o r s are so impo r t an t 

to f a m i l y h e a l t h as we l l as to the s hopp i n g b e h a v i o r o f h ou se -

w i v e s , a d i g r e s s i o n w i l l be made at t h i s p o i n t to p r e s e n t a more 

d e t a i l e d a n a l y s i s o f r e f r i g e r a t o r owne r s h i p . Table 4 .5 p r e s e n t s 

the b a s i c r e l a t i o n s h i p between r e f r i g e r a t o r owner sh ip and u se r 

c h a r a c t e r i s t i c s . 

Table 4 . 5 I ndependent C h a r a c t e r i s t i c s o f Housewives 
Re l a t ed to R e f r i g e r a t o r Ownersh ip 

V41 ue of Food Pu r cha se s L a s t Week 

NCr$0-24 NCr$25-40 NC r$40 -ove r 
( U S $ 0 - 9 . 0 7 ) 1 ( U S $ 9 . 0 8 - 1 5 . 0 0 ) ( U S $ 1 5 . 0 1 - o v e r ) 

R e f r i g e r a t o r Ownersh ip 15% 38% 82% 

Level o f L i t e r a c y - E d u c a t i o n 

Some 
L i t e r a c y - L i t e r a t e 

L i t t l e Some 
I l 1 i t e r a t e E d u c a t i o n E d u c a t i o n 

R e f r i g e r a t o r Ownersh ip 24% 39% 85% 

SOURCE: SUDENE/MSU Consumer Su rvey ( 1 9 6 7 ) . 

R e f r i g e r a t o r owne r sh i p was s t r o n g l y r e l a t e d to weekly food 

p u r c h a s e s , s i n c e on l y 15% o f the low food pu rchase c a t e g o r y owned 

r e f r i g e r a t o r s wh i l e 82% o f the h i gh purchase consumers had them. 

S i m i l a r l y , there were s t r o n g p o s i t i v e r e l a t i o n s h i p s between r e f r i -

g e r a t o r o w n e r s h i p , mass media exposu re and l e v e l o f l i t e r a c y - e d u c a -

t i o n . 

Thu s , as e xpec ted , poor and uneducated housew ive s are f o r c e d 

to shop more o f t e n than o the r h o u s e w i v e s , t o l e r a t e more s p o i l a g e , 



and do w i t h o u t c e r t a i n k i n d s o f f o o d s . The s h o p p i n g b e h a v i o r o f 

t h e s e g r o u p s w i l l be d i s c u s s e d i n d e t a i l l a t e r i n t h i s c h a p t e r . 

S h o p p i n g P r a c t i c e s 

Who Shops - B e f o r e emba r k i n g on an a n a l y s i s o f s h o p p i n g 

b e h a v i o r , i t i s n e c e s s a r y to i s o l a t e the f a m i l y s h o p p e r and 

d e c i s i o n - m a k e r . The h o u s e w i f e d e c i d e d what to buy i n 80% o f the 

h o u s e h o l d s r e s p o n d i n g , w i t h the male f a m i l y head mak ing the de -

c i s i o n s i n 18% o f the f a m i l i e s . The h o u s e w i f e a l s o s a i d she does 

69% o f the s h o p p i n g , w h i l e the male h o u s e h o l d head s hopped i n 25% 

o f the h o u s e h o l d s . R e l a t i v e s made the d e c i s i o n s i n 2% and 

s hopped i n 4% o f the h o u s e h o l d s . M a i d s made d e c i s i o n s i n a l m o s t 

none and s hopped f o r about 1% o f the f a m i l i e s . C l e a r l y , the 

h o u s e w i f e i s the i m p o r t a n t d e c i s i o n - m a k e r , one r e a s o n why h o u s e -

w i v e s were i n t e r v i e w e d . 

P l a c e o f P u r c h a s e - The n e x t q u e s t i o n t h a t a r i s e s i s where 

s h o p p e r s s h o p . One app roach i s to l o o k a t s i m p l e p e r c e n t a g e s o f 

s h o p p e r s u s i n g v a r i o u s t y p e s o f r e t a i l o u t l e t s . I n the week be -

f o r e the i n t e r v i e w , 33% o f the s h o p p e r s f r e q u e n t e d a s e l f - s e r v i c e 

s t o r e , 54% went to a n e i g h b o r h o o d s t o r e , 25% p u r c h a s e d f rom a 

permanent ma rke t and 82% bough t f rom a s t r e e t f a i r . 

The need to d e f i n e t h e s e terms i s e v i d e n t . A s e l f - s e r v i c e 

s t o r e i s s i m p l y , as i t s name i m p l i e s , s e l f - s e r v i c e , and r a n g e s i n 

s i z e f rom s m a l l (40 m . 2 ) to l a r g e ( 1 , 2 0 0 m . 2 ) . There are 42 s uch 

s t o r e s i n R e c i f e . A n e i g h b o r h o o d s t o r e i s a p e r m a n e n t , s t a t i o n -

a r y , s i n g l e r e t a i l u n i t wh i ch i s not s e l f - s e r v i c e . T h i r t y - n i n e 

p e r c e n t o f t h e s e a re c o r n e r g r o c e r y t ype s t o r e s , 51% are wood 

h u t s , 4% a re s p e c i a l t y s t o r e s and 6% a re o t h e r t y p e s . Permanent 

m a r k e t s a re g r o u p s o f a t o m i s t i c r e t a i l e r s l o c a t e d i n c l o s e p r o x i m -

i t y . F i n a l l y , s t r e e t f a i r s a re g r o u p s o f a t o m i s t i c r e t a i l e r s who 

o p e r a t e i n one l o c a t i o n f o r one o r two days pe r week. 

I t i s i n t e r e s t i n g to no te i n c o m p a r i s o n t h a t a 1960 ETENE 

(BNB) consumer s u r v e y showed t h a t 80% o f the f a m i l i e s i n t e r v i e w e d 

p r e f e r r e d to buy i n s t r e e t f a i r s ; 66% bough t i n n e i g h b o r h o o d s t o r e s 

( o t h e r t h a n s p e c i a l t y s t o r e s ) ; 34% p u r c h a s e d i n p u b l i c m a r k e t s 

(mos t o f the permanent ma rke t c a t e g o r y ) ; 24% shopped i n c o o p e r a -

t i v e s , gove rnment s t o r e s and some m a r k e t s i n the permanent marke t 

c a t e g o r y ; and 5% s hopped i n o t h e r s t o r e s , o f wh i ch o v e r 3% were 

s p e c i a l t y s t o r e s and l e s s than 2% were v e n d o r s s e l l i n g f o r home 
Q 

c o n s u m p t i o n i n the s t r e e t s . 

9 I b i d , j pp. 4 0 - 4 1 . 



A l t hough c a t e go r y d e f i n i t i o n s are d i f f e r e n t , as no ted , the 

k i n d o f change ove r the 7 - y e a r p e r i o d can be ob se r ved . N e i g h b o r -

hood s t o r e s and permanent markets have dec rea sed i n impo r t ance , 

w h i l e the s e l f - s e r v i c e s t o r e has l a r g e l y taken the p lace o f the 

waning c o o p e r a t i v e s and government s t o r e s . S i n c e 1960 the number 

and impact o f s t r e e t vendors has dec rea sed due to c o m p e t i t i o n , 

p o l i t i c a l a c t i o n and chang i ng consumer h a b i t s . S t r e e t vendor s 

are l i c e n s e d to s e l l door to d o o r , but many have s e t up s em i -

s t a t i o n a r y l o c a t i o n s on the s t r e e t s and s i d e w a l k s . The c i t y g o v -

ernment tends not to renew the l i c e n s e s o f these s e m i - s t a t i o n a r y 

v e n d o r s , thus r e d u c i n g the t o t a l number. 

F u r t h e r i n s i g h t i n t o where s hopp i n g i s done can be g a i n e d 

by s t u d y i n g the d i f f e r e n c e s between the c l i e n t e l e o f the v a r i o u s 

r e t a i l o u t l e t s . Tab le 4 .6 p r e s e n t s these d i f f e r e n c e s as they 

r e l a t e to week ly food e x p e n d i t u r e s . 

Table 4 .6 Pe r cen t o f Tota l Weekly Food Pu r cha se s 
Re l a ted to Type o f R e t a i l O u t l e t Used 

Value o f Food Pu r cha se s L a s t Week 

Shopped Du r i ng NCr$0-24 NCr$2 5 -40 N C r $ 4 1 - o v e r ) 
P a s t Week a t : (US $0- 9 . 0 7 ) ( U S $ 9 . 0 8 - 1 5 . 0 0 ) ( U S $ 1 5 . 0 1 - o v e r ) 

S e l f - S e r v i ce 
S t o r e s 14 27 55 

Nei ghborhood 
S t o r e s 72 53 34 

Permanent 
Market 15 26 36 

S t r e e t F a i r s Rei a t i on sh i p not s t a t i s t i c a l l y s i g n i f i c a n t 

SOURCE: SUDENE/MSU Consumer Su r vey ( 1 9 6 7 ) . 

F i f t y - f i v e pe r cen t o f the h i gh food e x p e n d i t u r e group i n t e r -

v iewed shopped at s e l f - s e r v i c e s t o r e s as compared to 14% o f the 

low food e x p e n d i t u r e g r oup . Hence, a s t r o n g p o s i t i v e r e l a t i o n s h i p 

e x i s t e d . The o p p o s i t e r e l a t i o n s h i p e x i s t e d f o r ne i ghbo rhood s t o r e s , 

which h i gh food spender s d i d not p a t r o n i z e . Permanent markets 

seemed to a t t r a c t a h i g h e r pe r cen tage of h i gh food s p e n d e r s , w h i l e 

s t r e e t f a i r s a t t r a c t e d cus tomers o f a l l l e v e l s of s p e n d i n g . 

F i n a l l y , i t i s o f i n t e r e s t to view p lace o f food pu r cha se 

from the s t a n d p o i n t of e d u c a t i o n (Tab le 4 . 7 ) . Of those w i th some 



e d u c a t i o n , 63% shopped i n s e l f - s e r v i c e s t o r e s , wh i l e on l y 18% of 

the i l l i t e r a t e shopped i n s e l f - s e r v i c e s t o r e s . The r e v e r s e was 

t r ue when ne i ghbo rhood s t o r e s were c o n s i d e r e d . S i x t y - e i g h t p e r -

cent o f the i l l i t e r a t e group shopped i n these s t o r e s compared to 

25% o f the l i t e r a t e , educated g r oup . Permanent market s hopp i n g 

was p o s i t i v e l y r e l a t e d to l e v e l o f e d u c a t i o n , w h i l e s t r e e t f a i r 

s hopp i ng showed no s i g n i f i c a n t r e l a t i o n s h i p to e d u c a t i o n a l l e v e l 

The same r e l a t i o n s h i p s h o l d f o r mass media e xpo su r e . 

Table 4 .7 Leve l o f L i t e r a c y and Educa t i on 
Re l a t ed to Type of R e t a i l O u t l e t 

Leve l o f L i t e r a c y and Educa t i on 

Some 
L i t e r a t e L i t e r a t e 

Shopped Du r i ng the L i t t l e Some 
Pa s t Week a t : I l l i t e ra te E d u c a t i o n E d u c a t i o n 

S e l f - S e r v i c e S t o r e s 18% 26% 63% 

Ne i ghborhood S t o r e s 6 8% 60% 2 5% 

Permanent Market 15% 25% 38% 

S t r e e t F a i r s R e l a t i o n s h i p not S t a t i s t i c a l l y S i g n i f i c a n t 

SOURCE: SUDENE/MSU Consumer Su r vey ( 1 9 6 7 ) . 

I n c o n c l u s i o n , s e l f - s e r v i c e s t o r e s a t t r a c t cus tomers o f h i g h -

er income, more e d u c a t i o n , and more exposure to mass media than 

o the r r e t a i l t y p e s . Permanent markets s e l l to more o f these c u s -

tomers than both ne i ghbo rhood s t o r e s and s t r e e t f a i r s s e l l to a l l 

l e v e l s of customers combined. 

Reasons f o r Shopper Use and Non-Use o f R e t a i l Types - The 

r ea son s g i ven by r e sponden t s f o r use or non -u se o f the v a r i o u s 

t ypes o f r e t a i l o u t l e t s p r o v i d e i n s i g h t s i n t o both the na tu re o f 

s t o r e use and the c o n d i t i o n s under which changes i n the r e t a i l 

s hopp i n g p a t t e r n s would o c c u r . Table 4 . 8 compares the r ea son s 

o f u s e r s and n o n - u s e r s o f s t o r e t y p e s . 

The p r o f i l e of s e l f - s e r v i c e s t o r e s emerges c l e a r l y from 

Table 4 . 8 . Low p r i c e was c i t e d by 63% of the u s e r s , c o n v e n i e n t 

l o c a t i o n by 36%, v a r i e t y by 31% and q u a l i t y by 24% as the major 

r ea son s f o r s e l f - s e r v i c e s t o r e use. S e v e n t y - e i g h t pe r cen t o f 
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n o n - u s e r s r e p o r t e d l o c a t i o n a l i n c o n v e n i e n c e as the major f a c t o r 

f o r n o n - u s e . There were few o t h e r o b j e c t i o n s to s e l f - s e r v i c e 

s t o r e u se . 

As e xpec ted , c onven i en t l o c a t i o n was c i t e d by most n e i g h b o r -

hood s t o r e u s e r s as the major rea son f o r u s e , wh i l e 23% were t i e d 

to t h i s type o f s t o r e by c r e d i t . In c o n t r a s t to the s e l f - s e r v i c e 

s t o r e s , p r i c e was v iewed by 48% o f the ne i ghbo rhood s t o r e non-

u s e r s as the major r ea son f o r t h e i r n o n - u s e . Poor s e r v i c e , i n -

conven ience and poor q u a l i t y were a l s o seen as r ea son s f o r n o n - u s e . 

Permanent market s hoppe r s f e l t t h a t these markets combined 

q u a l i t y (36% of u s e r s ) , low p r i c e s (36% of u s e r s ) , wide v a r i e t y 

(35% of u s e r s ) and, f o r some (28% o f u s e r s ) , l o c a t i o n a l c o n v e n i e n c e . 

N o n - u s e r s saw l o c a t i o n a l i n c o n v e n i e n c e (58% o f n o n - u s e r s ) , poor 

s e r v i c e (24% of n o n - u s e r s ) and h i gh p r i c e s (18% of n o n - u s e r s ) as 

r ea son s f o r s h o p p i n g e l s e w h e r e . 

F i n a l l y , s t r e e t f a i r u s e r s v iewed p r i c e c o n s i d e r a t i o n as most 

impo r t an t (43% of u s e r s ) w i t h v a r i e t y very impo r t an t (42% of u s e r s ) , 

q u a l i t y impo r t an t (37% o f u s e r s ) and l o c a t i o n a l conven ience s i g n i -

f i c a n t (30% o f u s e r s ) . On the o t h e r hand, 52% of n o n - u s e r s found 

s t r e e t f a i r s l o c a t i o n a l l y i n c o n v e n i e n t , 19% f e l t p r i c e s were h i gh 

and 15% r e p o r t e d poor s e r v i c e . 

Two f a c t o r s s t a n d out as r e l a t i v e l y i m p o r t a n t . F i r s t , l o c a -

t i o n a l conven ience i s of utmost impor tance to the consumer and 

s e cond , p r i c e p l a y s an impo r t an t r o l e i n d e t e r m i n i n g where consumers 

s h o p , g i v e n l o c a t i o n a l a cce s s to v a r i o u s a l t e r n a t i v e s . The r ea son s 

g i v e n f o r use or non -use o f v a r i o u s r e t a i l o u t l e t s r e f l e c t consumer 

p e r c e p t i o n s o f these o u t l e t s . C o n s e q u e n t l y , they are e s s e n t i a l to 

an u n d e r s t a n d i n g o f the s hopp i n g p r o c e s s and the changes which would 

occur i f the r e t a i l s t r u c t u r e were to change. 

Be fo re l e a v i n g consumer p e r c e p t i o n s o f r e t a i l t y p e s , i t i s o f 

i n t e r e s t to note t h a t , except f o r the s e l f - s e r v i c e c a t e g o r y , many 

housew ives f e l t t h a t r e t a i l e r s cheated them on w e i g h t s . Twen t y - f ou r 

pe r cen t of s t r e e t f a i r s hoppe r s s u s p e c t e d c h e a t i n g , 23% o f n e i g h b o r -

hood s t o r e u s e r s t hough t there was c h e a t i n g , 17% o f permanent mar-

ket cus tomers ag reed and on l y 4% o f s e l f - s e r v i c e cus tomers p e r c e i v e d 

chea t i ng. 

I n c o n c l u s i o n , a n a l y s i s o f consumer use of s e l f - s e r v i c e s t o r e s , 

r ea son s f o r u s e , r ea son s f o r non -use and p e r c e p t i o n s of c h e a t i n g 

have b rough t to l i g h t the s u r p r i s i n g r e a l i z a t i o n t h a t the change 

from s t r e e t f a i r to s e l f - s e r v i c e s h o p p i n g which has o c c u r r e d ove r 

the p a s t seven y e a r s has wide consumer s u p p o r t r a t h e r than the t r a -

d i t i o n a l r e s i s t a n c e which might be expected . T h i s i s not to say 



t h a t s e l f - s e r v i c e s t o r e s have or w i l l jump to a commanding sha re 

o f the food marke t , but a s i g n i f i c a n t change has o c c u r r e d which 

consumers seem to a ccep t . On the o t h e r hand, s t r e e t f a i r s remain 

a w i d e l y - u s e d r e t a i l o u t l e t , e s p e c i a l l y f o r f r u i t s and v e g e t a b l e s . 

Food E x p e n d i t u r e P a t t e r n s - To unde r s t and consumer buy ing 

b e h a v i o r , i t i s impo r tan t to know how much i s s pen t at v a r i o u s 

r e t a i l o u t l e t s and the f r equency o f pu rcha se at each. Tab le 4 .9 

p r e s e n t s these e x p e n d i t u r e p a t t e r n s t a t i s t i c s . 

Tab le 4 .9 Weekly Food E x p e n d i t u r e s , Frequency o f P u r c h a s e , 
and Per T r i p E x p e n d i t u r e s by Type of R e t a i l O u t l e t 

Type o f R e t a i l 
O u t l e t 

Mean 
To ta l Food 

Purchase 
Per Week 

Mean 
T r i ps 

Per Week 

Mean 
Pu rchase 
Per T r i p 

NCr$ US$ Number NCr$ US$ 

S e l f - S e r v i c e S t o r e 

Ne i ghbo rhood S t o r e 

Permanent Market 

S t r e e t F a i r 

33 .45 12.39 

18 .83 6 .97 

18 .71 6 . 9 3 

21 .55 7 .98 

1.2 

3 .9 

1.5 

1.1 

27 .87 10.32 

4 . 83 1.79 

12.47 3 .62 

19 .59 7.26 

SOURCE: SUDENE/MSU Consumer Su r vey (1 9 6 7 ) . 

Those who used s e l f - s e r v i c e s t o r e s s pen t an average of ove r 

NCr$32.40 (US$12) per week f o r food i n these s t o r e s , w h i l e s t r e e t 

f a i r s hoppe r s spen t NCr$21.60 (US$8) per week i n f a i r s . N e i g h b o r -

hood s t o r e and permanent market s hoppe r s s pen t about NCr$18.90 

(US$7) per week i n each of the se o u t l e t s . 

The number o f t r i p s consumers made to v a r i o u s r e t a i l o u t l e t s 

r e v e a l e d much about the f u n c t i o n s o f t he se o u t l e t s (Tab le 4 . 9 ) . 

Respondents who shopped at s e l f - s e r v i c e s t o r e s , s t r e e t f a i r s , and 

permanent markets g e n e r a l l y shopped once a week. Ne ighborhood 

s t o r e s hoppe r s shopped an average o f f o u r t imes a week. I t i s 

i n t e r e s t i n g to note t h a t 25% of these ne i ghbo rhood s t o r e shoppe r s 

shopped once a day or more f r e q u e n t l y . 

The mean pu rchase per t r i p i n d i c a t e s the k i n d o f s c a l e t h a t 

a r e t a i l o u t l e t can a c q u i r e per customer and thus r e l a t e s to the 

t r a n s a c t i o n e f f i c i e n c y a t t a i n a b l e . Tab le 4 . 9 c l e a r l y shows t h a t 

the l a r g e s t mean per t r i p pu rcha se i s made at s e l f - s e r v i c e s t o r e s . 



I t s h o u l d be remembered t h a t permanent markets and s t r e e t f a i r s 

are made up o f many a t o m i s t i c r e t a i l e r s and thus the s i z e of an 

i n d i v i d u a l t r a n s a c t i o n may be s i g n i f i c a n t l y s m a l l e r than the 

t a b l e s u g g e s t s . 

In summary, when f r equency of pu rchase i n f o r m a t i o n i s 

coup led w i th the r ea son s f o r s t o r e type u se , the c o n c l u s i o n t ha t 

the major f u n c t i o n of the ne i ghbo rhood s t o r e i s l o c a t i o n a l con -

ven ience f o r f r e q u e n t sma l l p u r cha se s emerges. On the o t he r hand, 

o t h e r r e t a i l o u t l e t s p r o v i d e a s ou r ce f o r l a r g e r weekly p u r c h a s e s . 

A l t hough no data i s a v a i l a b l e , i t seems p l a u s i b l e t h a t the 

t r a d i t i o n a l s t r e e t f a i r may be r e s p o n s i b l e to some degree f o r the 

ease o f acceptance o f the s e l f - s e r v i c e s t o r e s . Because the s t r e e t 

f a i r s are t y p i c a l l y two days i n l e n g t h and r ecu r w e e k l y , the con -

sumer i s c o n d i t i o n e d to buy i n g a good p o r t i o n o f her pu r cha se s on 

a week ly b a s i s . Thu s , when s e l f - s e r v i c e s t o r e s deve l oped , the 

shopper e a s i l y a d j u s t e d buy i n g to the s c a l e r e q u i r e d f o r s u c c e s s 

of the new r e t a i l method. 

P roduc t s Pu r cha sed - The f u n c t i o n s per formed by the s e v e r a l 

types o f r e t a i l e r s become c l e a r e r when p roduc t pu r cha se s are 

a n a l y z e d (Tab le 4 . 1 0 ) . The cus tomers were asked what p r oduc t s 

they pu r cha sed most o f t e n at each type o f o u t l e t , w i t h th ree r e -

spon se s be ing r e co rded . S e l f - s e r v i c e s t o r e customers use those 

o u t l e t s f o r s t a p l e p u r c h a s e s . Of these consumer s , 91% bought 

c e r e a l s ( r i c e , bean s , manioc f l o u r ) , 66% pu rcha sed canned foods 

and 59% bought d a i r y p r o d u c t s . Ne i ghbo rhood s t o r e cus tomers p u r -

chased c e r e a l s (62% o f c u s t o m e r s ) , d a i r y p r oduc t s (41% o f c u s t ome r s ) 

and canned foods (22% o f c u s t o m e r s ) . F r u i t s , v e g e t a b l e s and f r e s h 

meat were bought by about h a l f o f the permanent market s h o p p e r s ; 

a p p r o x i m a t e l y 3/4 of the s t r e e t f a i r s hoppe r s bought f r u i t s and 

v e g e t a b l e s ; and ove r 4/10 of the s t r e e t f a i r customers pu r cha sed 

f r e s h meat and c e r e a l s . 

I n c o n c l u s i o n , i t can be s a i d t h a t most consumers buy p e r i s h -

ab le foods from r e t a i l e r s i n the permanent market and s t r e e t f a i r 

g r o u p s , w h i l e they pu rcha se t h e i r n o n - p e r i s h a b l e s t a p l e s from the 

i n d i v i d u a l l y l o c a t e d n e i g h b o r h o o d and s e l f - s e r v i c e s t o r e s . T h u s , 

sma l l market r e t a i l e r s must take the r i s k a s s o c i a t e d w i th h i g h l y 

p e r i s h a b l e f o o d s , w h i l e the l a r g e i n d i v i d u a l p r o p r i e t o r s deal w i t h 

low s p o i l a g e , low r i s k i t ems . 

Use o f R e t a i l S e r v i c e s - Tab le 4 .11 p r e s e n t s the pe r cen tage 

of consumers u s i n g d e l i v e r y and c r e d i t s e r v i c e s from the b a s i c r e -

t a i l t y p e s . Consumers c l e a r l y c a r r y home most of t h e i r p u r c h a s e s , 
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a l t hough s e l f - s e r v i c e and ne i ghbo rhood s t o r e s do d e l i v e r f o r 10% 

and 9% o f t h e i r c u s t o m e r s , r e s p e c t i v e l y . Only ne i ghbo rhood s t o r e s 

ex tend c r e d i t to a s i g n i f i c a n t p o r t i o n (25%) of t h e i r c u s t omer s . 

Th i s f u n c t i o n e x p l a i n s the h o l d t h a t these s t o r e s have on the c u s 7 

tomer. T h u s , a second d imens i on i s added to the l o c a t i o n a l advan -

tage o f the ne i ghbo rhood s t o r e . 

Table 4 .11 Pe rcent o f 
and C r e d i t 

Customers 
by R e t a i l 

t h a t Use D e l i v e r y 
Type 

S e r v i ce 
S e l f - S e r v i c e 

S t o r e 

Nei gh -
borhood 

S t o r e 
Permanent 

Market 
S t r e e t 

Fai r 

Del i very 

Cred i t 

10 

6 

9 

25 

5 

1 

4 

1 

SOURCE: SUDENE/MSU Consumer Su r vey ( 1 9 6 7 ) . 

S e l f - S e r v i c e S t o r e L o c a t i o n - Be fo re l e a v i n g the a n a l y s i s of 

s hopp i n g b e h a v i o r by s t o r e t y p e , i t i s u s e f u l to d i g r e s s on how 

consumers get to and r e t u r n from the s e l f - s e r v i c e s t o r e t h a t they 

use. I n terms o f d i s t a n c e , 11% o f s e l f - s e r v i c e s t o r e cus tomers 

e s t i m a t e t h a t the re was a s t o r e w i t h i n 1/2 k i l o m e t e r but more than 

one b l o c k away, 20% s a i d the re was a s t o r e between 1/2 and 1 k i l o -

meter away, 11% r e p o r t e d a s t o r e l o c a t e d between 1 and 2 k i l o m e t e r s 

and 38% e s t i m a t e d the n e a r e s t s e l f - s e r v i c e s t o r e was ove r 2 k i l o -

meters away. To t r a v e l to and from the se s t o r e s , 41% of the h o u s e -

w ive s i n t e r v i e w e d wa l ked , 27% drove i n a p r i v a t e c a r , 22% rode the 

b u s , 6% took t a x i s and 4% t r a v e l e d to the s t o r e by one means and 

r e t u r n e d by a n o t h e r . I t was noted e a r l i e r t h a t 13% o f the r e s p o n -

dents c l a imed ca r owne r s h i p . E v i d e n t l y many r i d e w i t h t h e i r f r i e n d s 

to the s t o r e . A g a i n , the impor tance o f l o c a t i o n a l conven ience i s 

p o i n t e d up by t h i s da ta . 

Consumpt ion of S e l e c t e d Commodit ies - Though t h i s r e s e a r c h 

e f f o r t d i d not i n c l u d e mapping o f commodit ies consumed, i t i s i n -

t e r e s t i n g to l ook at the consumpt ion of s e l e c t e d commodit ies to 

see the d i f f e r e n c e s e x i s t i n g between income l e v e l s . The data f o r 

t h i s a n a l y s i s were c o l l e c t e d i n 1960 by the Banco do No rdes te do 



B r a s i l , S . A . 1 0 T a b l e 4 . 1 2 p r e s e n t s the c o n s u m p t i o n d i f f e r e n c e s 

f o r s e l e c t e d c o m m o d i t i e s . Becau se the BNB s t u d y made t h e i r f i r s t 

income s p l i t a t 59% o f the p o p u l a t i o n , i t was no t p o s s i b l e to 

r e p o r t a f i n e r breakdown by i ncome. Even s o , c o n s u m p t i o n d i f f e r -

ences between the two income g r o u p s i s marked . Lower income c o n -

sumers p u r c h a s e more man ioc f l o u r and beans r e l a t i v e to t h e i r 

i ncomes t han the h i g h e r income g r o u p . H i g h p r o t e i n f o o d s s u ch as 

f r e s h b e e f , f r e s h m i l k , e gg s and p o u l t r y make up a g r e a t e r p r o p o r -

t i o n o f the c o n s u m p t i o n o f the h i g h e r income g r oup compared to 

l o w e r income c o n s u m e r s . Not o n l y do p o o r e r con sumer s e a t l e s s 

( e x c e p t f o r man ioc f l o u r ) , bu t t hey e a t much l a r g e r p r o p o r t i o n s 

o f low n u t r i t i o n f o o d s t han h i g h e r income c o n s u m e r s . 

The S e a r c h P r o c e s s - Where con sumer s b u y , what they b u y , 

how much they s p e n d and the r e a s o n s t hey use v a r i o u s r e t a i l t y p e s 

have been c o n s i d e r e d to t h i s p o i n t . F u r t h e r i n s i g h t i n t o the 

b u y i n g p r o c e s s can be g a i n e d by c o n s i d e r i n g the e l e m e n t s wh i ch 

c o n s c i o u s l y o r u n c o n s c i o u s l y a f f e c t the consumer i n he r s e a r c h 

f o r a r e t a i l o u t l e t . 

S e v e n t y p e r c e n t o f the h o u s e w i v e s i n t e r v i e w e d r e p o r t e d they 

a lway s p u r c h a s e d f rom the same g r o u p o f s t o r e s o r the same g e o -

g r a p h i c l o c a t i o n . T h i s does not i m p l y t h a t a s e a r c h p r o c e s s does 

no t o c c u r w i t h i n the g roup o f s t o r e s u sed ( o p e r a t o r s w i t h i n a 

s t r e e t f a i r ) o r as c o n d i t i o n s c h a n g e , bu t i n d i c a t e s t h a t t h e r e i s 

not a ma jo r week - t o -week s e a r c h f o r l owe r p r i c e s , b e t t e r f o od 

q u a l i t y , or o t h e r c o n d i t i o n s a t new l o c a t i o n s . 

P r i c e and Q u a l i t y C o n s i d e r a t i o n s - B e f o r e l o o k i n g a t the 

s e a r c h p r o c e s s i t s e l f , i t i s w o r t h w h i l e to c o n s i d e r what the c o n -

sumer l o o k s f o r and what knowledge the consumer f e e l s t h a t she i s 

w o r k i n g f rom. 

The consumer saw q u a l i t y as i m p o r t a n t , a l o n g w i t h p r i c e , and 

seemed to t h i n k t h a t she c o u l d j udge q u a l i t y . When a s k e d i f they 

bough t f o r low p r i c e s r e g a r d l e s s o f q u a l i t y , o n l y 30% s a i d y e s . 

When a s k e d i f t h e i r n e i g h b o r s c o n s i d e r e d q u a l i t y more i m p o r t a n t 

than p r i c e , 55% r e s p o n d e d y e s , 17% s a i d no and 27% d i d no t s p e c u -

l a t e . Of the r e s p o n d e n t s , 58% c l a i m e d to know the g e n e r a l p r i c e 

l e v e l s o f food i n s t o r e s where they d i d no t shop and 73% b a r g a i n e d 

on p r i c e . I t s h o u l d be no ted t h a t b a r g a i n i n g does not take p l a c e 

i n most s e l f - s e r v i c e s t o r e s s i n c e p r i c e s are p o s t e d . I n terms o f 

q u a l i t y , 84% o f the consumer s t r i e d to buy the same q u a l i t y each 

} 0 I b i d . 3 p. 37 . 
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week, 65% f e l t t h a t t h e i r n e i g h b o r s knew how to e v a l u a t e q u a l i t y 

and 58% s p e c u l a t e d t h a t t h e i r n e i g h b o r s knew the q u a l i t y o f f e r e d 

by v a r i o u s r e t a i l e r s . 

Tab le 4 . 13 p r e s e n t s the r e l a t i o n s h i p s between the va lue of 

week ly f a m i l y food pu r cha se s and s e v e r a l p r i c e and q u a l i t y con -

s i d e r a t i o n s . The g r e a t e r the f a m i l y food p u r c h a s e s , the s m a l l e r 

was the pe rcen tage of consumers t h a t bought f o r low p r i c e o n l y . 

The l a r g e r the week ly food p u r c h a s e s , the more the consumers knew 

the p r i c e s o f food i n o t h e r s t o r e s . The s m a l l e r the weekly food 

p u r c h a s e , the g r e a t e r was the tendency to b a r g a i n w i th the r e -

t a i l e r over p r i c e ( t h i s r e l a t i o n s h i p was not s i g n i f i c a n t where 

income was the c o n t r o l v a r i a b l e ) . F i n a l l y , t he re was no s i g n i -

f i c a n t d i f f e r e n c e between sma l l and l a r g e volume p u r c h a s e r s i n 

terms o f q u a l i t y . 

Tab le 4 . 1 3 Weekly Food Pu r cha se s Re l a ted to 
P r i c e and Q u a l i t y C o n s i d e r a t i o n s 

Va lue of Food Pu r cha se s L a s t Week 

Housewives Who: 
NCr$0 -24 NCr$25-40 N C r $ 4 1 - o v e r 

( U S $ 0 - 9 . 0 7 ) ( U S $ 9 . 0 8 - 1 5 . 0 0 ) ( U S $ 1 5 . 0 1 - o v e r ) 

Buy low p r i c e , not 
qua i i ty 49% 37% 13% 

B e l i e v e n e i g h b o r 
t h i n k s q u a l i t y more 
i m p o r t a n t than p r i c e 48% 52% 71% 

Know p r i c e s i n o the r 
s t o r e s 47% 58% 70% 

B a r g a i n f o r lower 
p r i ces 82% 75% 64% 

A lways buy same 
qua i i ty 

R e l a t i o n s h i p not s t a t i s t i c a l l y 
s i gn i f i cant 

B e l i e v e n e i g h b o r can 
e v a l u a t e q u a l i t y 

R e l a t i o n s h i p not s t a t i s t i c a l l y 
s i gn i f i cant 

B e l i e v e n e i g h b o r knows 
q u a l i t y s o l d by r e t a i l 
e r s 

R e l a t i o n s h i p not s t a t i s t i c a l l y 
s i gn i f i cant 

SOURCE: SUDENE/MSU Consumer Su r vey ( 1 9 6 7 ) . 

One way consumers s e a r c h e d was v i a the mass media (newspaper , 

r a d i o and TV a d v e r t i s i n g ) . T h u s , i t i s o f i n t e r e s t to r e l a t e mass 

media expo su re to the s e v e r a l p r i c e and q u a l i t y c o n s i d e r a t i o n s 



(Tab le 2 . 1 4 ) . H igh expo su re cus tomers tended to f ee l t ha t q u a l i t y 

was more i m p o r t a n t than p r i c e , and tended to b a r g a i n l e s s than 

tho se w i th low e x p o s u r e . However, s t a t i s t i c a l l y s i g n i f i c a n t r e l a -

t i o n s h i p s were not found f o r q u a l i t y c o n s i d e r a t i o n s . 

Table 4 .14 Pe rcent Mass 
to P r i c e and 

Media Exposu re Re l a t ed 
Q u a l i t y C o n s i d e r a t i o n s 

Sco re on Mass Media 
Exposu re Index 

Housewives Who: Low Medium High 

Buy low p r i c e , not q u a l i t y 51 35 14 

B e l i e v e n e i g h b o r t h i n k s q u a l i t y 
i s more i m p o r t a n t than p r i c e 49 53 63 

Know p r i c e s i n o the r s t o r e s R e l a t i o n s h i p not 
s t a t i s t i c a l l y s i g n i f i c a n t 

B a r g a i n f o r lower p r i c e s 76 79 65 

A lways buy same q u a l i t y R e l a t i o n s h i p not 
s t a t i s t i c a l l y s i g n i f i c a n t 

B e l i e v e n e i g h b o r can e v a l u a t e 
q u a l i t y 66 67 61 

B e l i e v e n e i g h b o r knows q u a l i t y 
s o l d by r e t a i l e r s 

R e l a t i o n s h i p not 
s t a t i s t i c a l l y s i g n i f i c a n t 

SOURCE: SUDENE/MSU Consumer Su r vey (1 9 6 7 ) . 

How consumers f e l t about the p r i c e - q u a l i t y d e c i s i o n was r e -

f l e c t e d by time of s h o p p i n g i n s t r e e t f a i r s . At the b e g i n n i n g of 

a s t r e e t f a i r , p r i c e s are h i g h s i n c e q u a l i t y i s at i t s be s t and 

merchants are o p t i m i s t i c t h a t they can s e l l a l o t at h i g h p r i c e s . 

A f t e r one or two d a y s , q u a l i t y drops due to s p o i l a g e and consumer 

s e l e c t i o n , and merchants t r y to r e c o v e r as much of t h e i r c o s t s as 

p o s s i b l e by s e l l i n g at reduced p r i c e s . Of the housew ives who 

shopped i n s t r e e t f a i r s , 56% shopped e a r l y , r e f l e c t i n g a concern 

f o r q u a l i t y ; 27% shopped at no s p e c i a l time and 17% shopped at the 

end of the f a i r , i n d i c a t i n g p r i c e o r i e n t a t i o n . 

Tab le 4 .15 shows t h a t the h i g h e r the week ly food e x p e n d i t u r e 

the g r e a t e r i s the l i k e l i h o o d t ha t the p u r c h a s e r w i l l shop e a r l y 

i n the f a i r . The lower the week ly food e x p e n d i t u r e , the g r e a t e r 

the chance t h a t the consumer w i l l pu r cha se at no s p e c i a l t ime. 

The low and midd le food e x p e n d i t u r e g roups tended to buy more o f t e n 



at the end of the f a i r than d i d the h i gh e x p e n d i t u r e g r oup . 

Tab le 4 .16 demons t ra te s the same r e l a t i o n s h i p s r e l a t i v e to the 

l e v e l o f l i t e r a c y - e d u c a t i o n and mass media exposu re o f the r e s -

pondents . 

Tab le 4 .15 Weekly Food E xpend i t u r e Re l a t ed 
to Time of Pu rchase i n S t r e e t F a i r 

Va lue of Food Pu r cha se s L a s t Week 

Housewives Who Shop NCr$0-24 NCr$25-40 NC r$41 -ove r 
at the : ( U S $ 0 - 9 . 0 7 ) ( U S $ 9 . 0 8 - 1 5 . 0 0 ) ( U S $ 1 5 . 0 1 - o v e r ) 

B e g i n n i n g o f f a i r 45% 49% 77% 

No s p e c i a l time 38% 27% 14% 

End o f f a i r 17% 24% 9% 

SOURCE: S UDENE/MSU Consumer Su r vey ( 1 9 6 7 ) . 

In summary, i t was g e n e r a l l y ag reed ty the v a r i o u s consumers 

t h a t q u a l i t y judgments c o u l d be made by most s h o p p e r s . However, 

t ho se w i th l a r g e weekly p u r c h a s e s and h i g h mass media exposu re 

p l a ced more emphas i s on h i g h q u a l i t y r e l a t i v e to p r i c e and knew 

a l t e r n a t i v e p r i c e s when s h o p p i n g . Low va lue p u r c h a s e r s b a r g a i n e d 

more o f t e n . Hence, w i th the e x c e p t i o n of b a r g a i n i n g , the upper 

income and more a f f l u e n t mass media u s e r s c l a imed b e t t e r p r i c e 

knowledge and s t r o v e f o r good q u a l i t y and p r i c e when they bough t . 

Table 4 .16 Level o f L i t e r a c y and Educa t i on Re l a t ed 
to Time o f Pu rchase i n the S t r e e t F a i r 

Housewives Who Shop Leve l o f L i te r a c y - E d u c a t i on 
at t he : Low Medi um High 

B e g i n n i n g o f f a i r 46% 58% 6 7% 

No s p e c i a l time 37% 23% 18% 

End of f a i r 17% 19% 15% 

SOURCE: S UDENE/MS U Consumer Su r vey (1 9 6 7 ) . 



Consumer I n f o r m a t i o n Usage 

I t was p o i n t e d out t h a t 57% of the housewives s a i d t h a t 

they knew the p r i c e l e v e l s o f food at o t h e r s t o r e s . F i f t y - e i g h t 

pe r cen t c l a imed they t r i e d to ge t i n f o r m a t i o n from more than one 

bu s i ne s sman be fo re they bough t . When asked i f they t hough t t h e i r 

n e i g h b o r s needed more i n f o r m a t i o n on p r i c e s and q u a l i t y , 49% r e s -

ponded y e s , 25% s a i d no and 26% s a i d t h a t they d i d not know. Of 

the r e s p o n d e n t s , 37% c l a imed they read food a d v e r t i s e m e n t s i n the 

newspaper and 40% f e l t t h a t a d v e r t i s e m e n t s (any media) i n f l u e n c e d 

t h e i r cho i ce of p l a ce of p u r c h a s e . 

On the s u r f a c e , t h i s i n f o r m a t i o n seems to c o n t r a d i c t the 

data p r e s e n t e d e a r l i e r on the s t eady use o f r e t a i l e r s . However, 

these r e s p o n s e s are not o r i e n t e d to a time p e r i o d . A r e sponden t 

can p e r i o d i c a l l y change her r e g u l a r p l a ce of p u r c h a s e , can s e a r c h 

f o r new or b e t t e r p l a c e s to pu rcha se w h i l e s t i l l p u r c h a s i n g at a 

r e g u l a r p l a c e , or can s ea r ch w i t h i n what she c o n s i d e r s her r e g u l a r 

group o f r e t a i l o u t l e t s . F u r t h e r , these q u e s t i o n s lend themse l ve s 

to a p o s i t i v e r e s p o n s e , as the hou sew i fe does not want to f ee l or 

admit t h a t she i s not a good homemaker. Hence, the pe r cen tage s 

r e f l e c t the h o u s e w i v e s ' r e c o g n i t i o n o f a p p r o p r i a t e b e h a v i o r as 

we l l as t h e i r a c tua l b e h a v i o r . 

There i s an impo r t an t l i n k between mass media exposu re and 

i n f o r m a t i o n used by consumers . Tab le 4 .17 shows t h a t tho se w i th 

more mass media exposu re read more ads i n the newspapers and are 

i n f l u e n c e d more by r e t a i l food a d v e r t i s i n g . Thu s , there i s an 

i n d i c a t i o n t ha t consumer b e h a v i o r can be i n f l u e n c e d th rough a d v e r -

t i s i n g , w i th i m p l i c a t i o n s f o r change which are i n t e r e s t i n g to both 

p u b l i c and p r i v a t e s e c t o r s . 

Tab le 4 .17 R e l a t i o n s h i p of Mass Media Exposure 
to A d v e r t i s i n g I n f l u e n c e 

Housewives Who 
Repor ted : 

Sco re on Mass Media Exposu re Housewives Who 
Repor ted : Low Medium High 

Read ing food ads i n newspapers 

Ads o f a l l media i n f l u e n c i n g 
t h e i r l o c a t i o n of pu rchase 

17% 37% 64% 

31% 38% 51% 

SOURCE: SUDENE/MSU Consumer Su r vey (1 9 6 7 ) . 



The r e l a t i v e impor tance of v a r i o u s p r i c e i n f o r m a t i o n s o u r c e s 

can be judged from the r e s p o n s e s of consumers when asked to i n d i -

cate two s o u r c e s o f i n f o r m a t i o n f o r them. Seven t y - one pe rcen t o f 

the consumers o b t a i n e d p r i c e i n f o r m a t i o n from r e t a i l s t o r e s , 19% 

from f r i e n d s and n e i g h b o r s , 22% from the b r o a d c a s t media and 12% 

from newspaper s . The r o l e o f the mass media, though s m a l l , does 

show consumer awareness o f a d v e r t i s i n g and some consumers r e p o r t e d 

they were i n f l u e n c e d by a d v e r t i s i n g . 

Mass Media Usage 

The above n o t i o n o f the impor tance of mass media exposu re 

and i n f l u e n c e s u g g e s t s t h a t f u r t h e r a n a l y s i s o f mass media usage 

s h o u l d be made. An u n d e r s t a n d i n g o f which consumers can be r e a c h -

ed t h rough v a r i o u s media would a l l ow the more e f f i c i e n t use of 

mass media f o r s t i m u l a t i o n of change or acceptance o f change at 

the r e t a i l l e v e l . 

Of the housew ive s who r e sponded , 44% r e p o r t e d t ha t they r e -

c e i v e d magaz ines and/or newspapers r e g u l a r l y , and 58% c l a imed tha t 

someone i n the h o u s e h o l d had read a magaz ine o r newspaper l a t e l y . 

On the o the r hand, 16% of the housew ive s r e p o r t e d l i s t e n i n g to the 

r a d i o r a r e l y , 41% s a i d they l i s t e n e d somet imes , and 43% r epo r t ed 

l i s t e n i n g at l e a s t one hour per day. Of the r e s p o n d e n t s , 34% 

neve r watched t e l e v i s i o n , 32% r e p o r t e d wa tch i ng t e l e v i s i o n some-

t i m e s , and 34% i n d i c a t e d t h a t they watched i t r e g u l a r l y . I t i s 

i n t e r e s t i n g to note t h a t the h i g h food p u r c h a s e - l i t e r a t e r e s p o n -

dent g roup watched t e l e v i s i o n at home w h i l e the lower food p u r c h a s e -

i l l i t e r a t e r e sponden t s t y p i c a l l y watched t e l e v i s i o n o u t s i d e the 

home. 

The type o f aud ience a t t r a c t e d by the v a r i o u s media g i v e s an 

i n d i c a t i o n o f which media can be used to reach d i f f e r e n t k i n d s of 

consumers . Tab le s 4 . 18 and 4 .19 show t ha t h i gh va l ue food p u r c h a s e -

l i t e r a t e r e sponden t s tend to read the p r i n t e d media s u b s t a n t i a l l y 

more than do low va l ue food p u r c h a s e - i l l i t e r a t e r e s p o n d e n t s . Con-

c e r n i n g r a d i o , t he re i s no i n d i c a t i o n t h a t h i g h v a l ue food p u r c h a s e -

l i t e r a t e r e sponden t s have a p p r e c i a b l y h i g h e r l i s t e n e r s h i p than do 

o t h e r s . F i n a l l y , h i g h va l ue food p u r c h a s e - l i t e r a t e r e sponden t s have 

heavy t e l e v i s i o n usage w h i l e o the r g roups do not on a r e g u l a r , a t -

home b a s i s . 

The c o n c l u s i o n can be drawn t h a t upper income educated con -

sumers are more e f f e c t i v e l y reached t h rough the p r i n t e d media and 

t e l e v i s i o n than lower income uneducated con sumer s , wh i l e a l l con -

sumer l e v e l s are e q u a l l y exposed to r a d i o . 



Table 4 . 1 8 Weekly 
to Mass 

Food Pu r cha se s Re l a t ed 
Media Usage 

Value o f Food Pu r cha se s L a s t Week 

Housewives Who: 
NCr$0-24 NCr$25-40 NC r$41 -ove r 

( U S $ 0 - 9 . 0 7 ) ( U S $ 9 . 0 8 - 1 5 . 0 0 ) ( U S $ 1 5 . 0 1 - o v e r ) 

Read magazine or news-
paper s l a t e l y 41% 55% 81% 

Do not l i s t e n to r a d i o 27% 6% 19% 

L i s t e n some to r a d i o 36% 42% 48% 

L i s t e n r e g u l a r l y to 
r ad i o 37% 52% 33% 

Do not watch t e l e v i s i o n 48% 39% 16% 

Watch t e l e v i s i o n some 45% 36% 11% 

Watch t e l e v i s i o n r e g u -
l a r l y 7% 25% 73% 

SOURCE: SUDENE/MSU Consumer Su r vey ( 1 9 6 7 ) . 

Table 4.19 Leve l o f L i t e r a c y and Educa t i on 
Re l a t ed to Mass Media Usage 

Sco re on L i t e r a c y - E d u c a t i o n Index 

Housewives Who: I l 1 i t e r a t e 

Some L i t e r a c y 
L i t t l e 

Educa t i on 

L i t e r a t e 
Some 

Educa t i on 

Read magazine or 
newspaper l a t e l y 31% 64% 88% 

Do not l i s t e n to r a d i o 23% 10% 19% 

L i s t e n some to r a d i o 38% 43% 49% 

L i s t e n r e g u l a r l y to r a d i o 39% 47% 32% 

Do not watch t e l e v i s i o n 50% 36% 7% 

Watch t e l e v i s i o n some 39% 32% 21% 

Watch t e l e v i s i o n r e g u l a r l y 11% 32% 72% 

SOURCE: SUDENE/MSU Consumer Su r vey ( 1 9 6 7 ) . 

Summary 

The housew ives made most s hopp i n g d e c i s i o n s and d i d most of 

the s hopp i n g as w e l l . Of the r e s p o n d e n t s , 82% f r equen ted s t r e e t 



f a i r s , 54% went to ne i ghbo rhood s t o r e s , 33% used s e l f - s e r v i c e 

s t o r e s and 25% pu r cha sed from permanent markets i n the week be-

f o re the i n t e r v i e w . Consumers w i th h i g h e r incomes and/or more 

e d u c a t i o n tended to f r e q u e n t s e l f - s e r v i c e s t o r e s more o f ten than 

lower income, l e s s educated consumers . Consumers r e p o r t e d l o c a -

t i o n a l conven ience as the most impo r t an t r ea son f o r s t o r e use or 

n o n - u s e . I n a d d i t i o n , low p r i c e s were emphas ized by s e l f - s e r v i c e 

shoppe r s wh i l e low p r i c e , q u a l i t y and v a r i e t y were c i t e d as im-

p o r t a n t by s t r e e t f a i r u s e r s . Market r e t a i l e r s t y p i c a l l y c a r r i e d 

f r u i t s and v e g e t a b l e s , whereas the ne i ghbo rhood and s e l f - s e r v i c e 

s t o r e s d i d no t . The g r e a t e s t i n d i v i d u a l t r a n s a c t i o n s o c c u r r e d at 

the s e l f - s e r v i c e s t o r e s , w h i l e ne i g hbo rhood s t o r e s were c h a r a c -

t e r i z e d by f r e q u e n t t r a n s a c t i o n s o f the s m a l l e s t s i z e . Twenty-

f i v e pe r cen t of the n e i g h b o r h o o d s t o r e s hoppe r s r e p o r t e d they 

bought on c r e d i t . Few r e sponden t s used c r e d i t at the o t he r t ypes 

o f r e t a i l e r s . 

G e n e r a l l y , the h i g h e r income, more educated consumers r e p o r t -

ed they had more p r i c e i n f o r m a t i o n , c l a imed t ha t they s ea r ched more 

be fo re b u y i n g , and s a i d they wanted h i g h e r q u a l i t y than d i d the 

lower income, l e s s educated consumers . The h i g h e r income, more 

educated r e sponden t s had g r e a t e r mass media e x p o s u r e , p a r t i c u l a r l y 

to p r i n t e d media and t e l e v i s i o n , and f e l t more a d v e r t i s i n g i n f l u e n c e 

than d i d the lower income, l e s s educated consumers . 

A t t i t u d e s toward M o d e r n i z a t i o n 

The w i l l i n g n e s s of c e r t a i n consumers to a d j u s t to a chang i ng 

r e t a i l s t r u c t u r e i s e v i denced by the i n c r e a s e d use o f the s e l f -

s e r v i c e s t o r e s . However, i n s p i t e of t h i s w i l l i n g n e s s , there i s a 

l ack of l a r g e , h i g h vo lume, low marg in s e l f - s e r v i c e s t o r e s . Other 

i n d i c a t o r s of consumer c h a n g e a b i 1 i t y - - t h e i r i n n o v a t i v e n e s s and 

t h e i r b e l i e f and a t t i t u d i n a l p r e d i s p o s i t i o n s - - m a y shed some l i g h t 

on t h i s appa rent c o n t r a d i c t i o n . 

Consumer I n n o v a t i v e n e s s 

Four q u e s t i o n s were asked to i n d i c a t e how i n n o v a t i v e the 

housewives were. A lmost h a l f (49%) s a i d t ha t they p r e f e r r e d p r e -

packaged goods and 72% s a i d s e l f - s e r v i c e was b e t t e r than be ing 

wa i t ed on. F o r t y - t w o pe r cen t c l a imed they t r i e d new p r oduc t s which 

appeared on the marke t , w h i l e on l y 26% f e l t t ha t t h e i r f r i e n d s 

thought o f them as i n n o v a t o r s . A g a i n , s u p p o r t f o r the s e l f - s e r v i c e 

concept was e x p r e s s e d , and a lmos t h a l f o f the housew ives had a c c e p t -



ed the i dea of p r e - p a c k a g i n g - - a n e c e s s a r y e lement i n the i n c r e a s e 

of r e t a i l s c a l e . 

Responses to the q u e s t i o n s c o n c e r n i n g p roduc t t e s t i n g , the 

d e s i r a b i l i t y of s e l f - s e r v i c e , and i n n o v a t i v e n e s s were g rouped t o -

g e t h e r i n t o an i ndex of consumer i n n o v a t i v e n e s s to g i v e a more 

genera l i n d i c a t i o n of w i l l i n g n e s s to change. Tab le 4.20 shows 

t ha t the l a r g e weekly food p u r c h a s e r s tended to be more i n n o v a t i v e 

than sma l l weekly food p u r c h a s e r s . Tab le 4 .21 i n d i c a t e s t h a t the 

l i t e r a t e - e d u c a t e d housewives were more i n n o v a t i v e than i l l i t e r a t e 

ones . Housewives w i th h i gh mass media exposure were a l s o more 

i n n o v a t i v e than those w i th low e x p o s u r e . 

Tab le 4.20 Weekly Food Pu rchase Re l a t ed 
to Consumer Inno v a t i v e n e s s 

Value of Food Pu r cha se s L a s t Week 

NCr$0-24 NCr$25-40 NC r$41 - o ve r 
Housewives Who: (US$0 -9 . 0 7 ) ( U S $ 9 . 0 8 - 1 5 . 0 0 ) ( U S $ 1 5 . 0 1 - o v e r ) 

have low i n n o v a t i v e 
i ndex s c o r e s 29% 15% 5% 

have medium i n n o v a t i v e 

i ndex s c o r e s 46% 44% 34% 

have h i gh i n n o v a t i v e i ndex s c o r e s 25% 41% 61% 

SOURCE: SUDENE/MSU Consumer Su r vey ( 1 9 6 7 ) . 

Table 4 .21 Level of L i t e r a c y - E d u c a t i o n 
Re l a ted to Consumer I nnova t i v e n e s s 

Leve l o f L i t e r a c y - E d u c a t i o n 

Some L i t e r a c y Li t e r a t e 
L i t t l e Some 

Housewives Who: I l l i t e r a t e Educa t i on Educa t i on 

have low i n n o v a t i v e 
i ndex s c o r e s 26% 16% 6% 

have medium i n n o v a t i v e 
index s c o r e s 49% 42% 29% 

have h i gh i n n o v a t i v e 
i ndex s c o r e s 25% 42% 65% 

SOURCE: SUDENE/MSU Consumer Su r vey ( 1 9 6 7 ) . 
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The c o n c l u s i o n can be drawn from the f o r e g o i n g a n a l y s i s 

t h a t a s u b s t a n t i a l p o r t i o n o f consumers can and w i l l change t h e i r 

buy i n g h a b i t s to new r e t a i l o u t l e t s , and t h a t h i g h e r income, more 

educated cus tomers w i l l a d j u s t more r e a d i l y than the poor and un-

educated . 

A t t i t u d i n a l P r e d i s p o s i t i o n s o f Consumer B e h a v i o r 

A second i n d i c a t o r o f b a s i c consumer p r e d i s p o s i t i o n s to 

accept o r r e s i s t change l i e s i n the b a s i c b e l i e f s and a t t i t u d e s 

c o n c e r n i n g i n t e r p e r s o n a l t r u s t , f a t e or l u c k , f a m i l y t i e s , e t c . 

For example, do they b e l i e v e t h a t they can c o n t r o l t h e i r f u t u r e 

o r t h a t i t i s c o n t r o l l e d by f a t e , and can they t r u s t o t h e r s or 

n o t ? 

I n t e r p e r s o n a l T r u s t - Three q u e s t i o n s of d i f f e r i n g i n t e n s i t y 

gave some c l ue to the i n t e r p e r s o n a l t r u s t t h a t consumers have o f 

o t h e r s . Of the r e s p o n d e n t s , 68% f e l t t h a t one c o u l d l o s e a g r e a t 

deal o f money by t r u s t i n g o t h e r s , 65% though t t h a t one cou l d not 

t r u s t o n e ' s f r i e n d s as much as o n e ' s f a m i l y , and 22% f e l t t h a t 

one s h o u l d not j o i n i n p a r t n e r s h i p s w i t h n o n - f a m i l y members. 

There was c l e a r l y a s u s p i c i o n o f n o n - f a m i l y members but i t does 

not seem so s t r o n g as to p reven t a l l c o o p e r a t i o n w i th o t h e r s . 

I t i s u s e f u l to note t h a t when the se th ree q u e s t i o n s are 

combined i n t o an i n t e r p e r s o n a l t r u s t i ndex i t does not r e l a t e s i g -

n i f i c a n t l y to the va l ue o f weekly food pu r cha se s but i t i s p o s i -

t i v e l y r e l a t e d to mass media expo su re ( see Tab l e s 4 .22 and 4 . 2 3 ) . 

The mass media expo su re r e l a t i o n s h i p s w i t h consumer a t t i t u d e s d i f -

f e r from those w i th the l i t e r a c y - e d u c a t i o n i n d e x . 

The r e l a t i o n s h i p between t r u s t and l e v e l of 1 i t e r a c y - e d u c a -

t i o n i s no t l i n e a r , w i t h the somewhat l i t e r a t e midd le hou sew i fe 

group e x h i b i t i n g the most t r u s t o f o t h e r s (Tab le 4 . 2 4 ) . Thu s , 

degree of t r u s t was about the same f o r a l l income l e v e l s w i th 

s l i g h t d i f f e r e n c e s a c c r u i n g from mass media expo su re and e d u c a t i o n . 

Fami1 ism - The impor tance of the f a m i l y i s demons t ra ted by 

the f a c t t h a t 72% o f the housew ive s s a i d t h a t a job near the f a m i l y 

which p a i d l e s s was b e t t e r than a d i s t a n t job which p a i d more. A 

note o f c a u t i o n i n i n t e r p r e t a t i o n s h o u l d be made. The i n t e n t o f 

t h i s q u e s t i o n was to see to what e x ten t the immediate f a m i l y was 

mobi le r e l a t i v e to the t r a d i t i o n a l f a m i l y and s o c i a l s t r u c t u r e . 

However, some housew ive s may have u n d e r s t o o d the q u e s t i o n as a s k i n g 

i f they approved o f t h e i r husband t a k i n g a job away from them and 

t h e i r c h i l d r e n . Of the r e s p o n d e n t s , 80% f e l t t h a t a sma l l f a m i l y 



Tab le 4 .22 Weekly Food E x p e n d i t u r e 
Re l a ted to Consumer A t t i t u d e s 

Housewives Who Ho ld 
V a r i o u s A t t i t u d e s : 

I n t e r p e r s o n a l t r u s t 
o f o t h e r s 

B e l i e f i n F a t a l i s m 

High B e l i e f 
Medium B e l i e f 
Low B e l i e f 

who p l a yed 

Weekly Food E x p e n d i t u r e 

NCr$0-24 NCr$25-40 NC r$41 - o ve r 
(US$0 -9 . 0 7 ) ( U S $ 9 . 0 8 - 1 5 . 0 0 ) ( U S $ 1 5 . 0 1 - o v e r ) 

R e l a t i o n s h i p not s t a t i s t i c a l l y 
s i gn i f i cant 

R i s k ! 
game ) 

F e l t s o c i a l s a n c t i o n 
o f i n n o v a t i o n 

34% 
32% 
34% 

37% 
19% 
44% 

26% 
15% 
59% 

R e l a t i o n s h i p not s t a t i s t i c a l l y 
s i gn i f i cant 

R e l a t i o n s h i p not s t a t i s t i c a l l y 
s i gn i f i cant 

SOURCE: SUDENE/MSU Consumer Su r vey ( 1 9 6 7 ) . 

Tab le 4 .23 Mass Media Exposu re Re l a t ed 
to Consumer A t t i tudes 

Sco re on Mass Medi a 
Exposu re Index 

Housewives Who Ho ld Va r i ous 
A t t i tudes Low Medi um High 

I n t e r p e r s o n a l t r u s t of o t h e r s 

Low T r u s t 30% 16% 15% 
Medi um T r u s t 44% 48% 45% 
High T r u s t 26% 36% 40% 

B e l i e f i n F a t a l i s m 

High B e l i e f 42% 34% 27% 
Medium B e l i e f 26% 25% 17% 
Low B e l i e f 32% 41% 56% 

R i s k (% who p l a yed game) 23% 26% 45% 

F e l t s o c i a l s a n c t i o n o f R e i a t i on sh i p not 
i n n o v a t i on s t a t i s t i c a l l y 

s i g n i f i cant 

SOURCE: SUDENE/MSU Consumer Su r vey ( 1 9 6 7 ) . 



was p r e f e r a b l e to a l a r g e one. T h u s , housew ives i n gene ra l seem 

to have t i e s to the f a m i l y s t r u c t u r e and f ee l a p r e s s u r e f o r 

s m a l l e r f a m i l i e s . 

Table 4 .24 Leve l o f L i t e r a c y - E d u c a t i o n 
Re l a ted to Consumer A t t i t u d e s 

Leve l o f L i t e r a c y - E d u c a t i o n 

Some L i t e r a c y L i t e r a t e 
Housewi ves Who Ho id L i t t l e Some 
V a r i o u s A t t i t u d e s : 111i t e r a t e Educa t i on Educa t i on 

I n t e r p e r s o n a l t r u s t o f 
o t h e r s 

H igh T r u s t 2 7% 11% 20% 
Medi um T r u s t 43% 49% 45% 
Low T r u s t 30% 40% 35% 

B e l i e f i n f a t a l i s m 
High B e l i e f 37% 36% 21% 
Medium B e l i e f 28% 24% 13% 
Low B e l i e f 35% 40% 66% 

R i s k (% who p l a yed game) 24% 32% 41% 

F e l t s o c i a l s a n c t i o n o f R e l a t i o n s h i p not s t a t i s t i c a l l y 
i n nova t i on s i gn i f i cant 

SOURCE: SUDENE/MSU Consumer Su r vey ( 1 9 6 7 ) . 

F a t a l i s m - The degree to which consumers b e l i e v e they are 

c o n t r o l l e d by f a t e r a t h e r than mas te r s o f t h e i r f u t u r e has impor -

t a n t i m p l i c a t i o n s f o r w i l l i n g n e s s to change from the t r a d i t i o n a l 

buy i n g h a b i t s and p a t t e r n s as the r e t a i l s t r u c t u r e changes . 

Tab le 4 . 25 p r e s e n t s f o u r i n d i c a t i o n s o f f a t a l i s m . 

C l e a r l y there i s a l a r g e p o r t i o n o f housewives who f ee l 

r u l e d by f a t e ; however, t he re i s a l s o a s u r p r i s i n g l y l a r g e group 

o f housew ive s who seem to b e l i e v e t h a t they have some c o n t r o l o f 

t h e i r f u t u r e . L o g i c a l l y , those who fee l u n r e s t r i c t e d by f a te would 

be expec ted to s e a r c h more f o r b e t t e r ways to s a t i s f y t h e i r needs 

and would be expected to change buy i ng h a b i t s s oone r than more 

f a t a l i s t i c consumers . 

U n l i k e f a m i l i s m , f a t a l i s t i c v iews d i f f e r somewhat between 

consumer s u b - g r o u p s ( Tab l e s 4 . 2 2 - 4 . 2 4 ) . The g r e a t e r the weekly 

food p u r c h a s e , the g r e a t e r t h e i r mass media e x p o s u r e , the more 

l i t e r a t e and educated they a r e , the g r e a t e r i s the pe rcen tage o f 



consumers who do not b e l i e v e i n f a t e . Thu s , a l a r g e group o f 

consumers do not have a f a t a l i s t i c p r e d i s p o s i t i o n , and the 

h i g h e r s o c i o - e c o n o m i c l e v e l consumers f ee l f r e e r from f a te than 

do the lower s o c i o - e c o n o m i c l e v e l s . Thu s , though the f o r e g o i n g 

r e l a t i o n s h i p i s not s t r o n g , t he re i s an i n d i c a t i o n t h a t the 

h i g h e r income, more educated consumers would a d j u s t to changes 

of r e t a i l s t r u c t u r e and p r a c t i c e s more r e a d i l y than the l e s s 

w e l l - o f f con sumer s , and they a l r e a d y have s h i f t e d to some e x t e n t . 

Tab le 4 .25 F a t a l i s m of Consumer 

Housewi ves Who Feel : 
Agree 

( F a t a l i sm) 
D o n ' t 
Know (Non 

Di s agree 
- F a t a l i s t i c) 

I t i s b e t t e r to l i v e f o r 
today because tomorrow 
w i l l take care o f i t s e l f 59% 8% 33% 

Nowadays people a lone 
c a n ' t do much to improve 
l i v i n g c o n d i t i o n s 42% 10% 48% 

I t i s b e t t e r to l eave 
t h i n g s as they are to see 
how they t u r n out 35% 9% 56% 

We would be i n a b e t t e r 
s i t u a t i o n i f t e c h n i c i a n s 
l e f t t h i n g s as they are 17% 19% 64% 

SOURCE: SUDENE/MSU Consumer Su r vey (1 9 6 7 ) . 

Ri sk - Consumers were asked to p l a y a h y p o t h e t i c a l game which 

i n v o l v e d an o u t l a y of NCr$5 (US$1 . 85 ) i n which the re was a chance 

to win s u b s t a n t i a l sums. I f they chose to p l a y the game, they 

c o u l d then choose a 75% chance to win NCr$50 (US$18 . 50 ) or a 50% 

chance to win NCr$200 (US$74 . 07 ) or a 25% chance to win NCr$500 

( U S $ 1 8 5 . 0 0 ) . I t i s i n t e r e s t i n g to note t h a t on l y 31% o f the r e s -

pondents chose to p l ay the game at a l l . I t must be r e a l i z e d t ha t 

to many low income r e sponden t s NCr$5 i s a r e l a t i v e l y l a r g e sum. 

Income was not as much a f a c t o r as might be e xpec ted , t hough , be-

cause the low weekly food e x p e n d i t u r e group d i d not s i g n i f i c a n t l y 

d i f f e r from the o t h e r g roups i n the pe rcen tage who p l a yed the game. 

H igh mass media usage and h i gh l i t e r a c y - e d u c a t i o n l e v e l g roups d i d 

have s i g n i f i c a n t l y h i g h e r pe r cen t age s o f game p l a y e r s ( Tab l e s 4 .23 

and 4 . 2 4 ) . I t s h o u l d be noted t ha t some o f the l e s s educated may 

not have unde r s t ood the game c l e a r l y . 



Thus the tendency to take r i s k s i s not s p r ead e ven l y o ve r 

a l l con sumer s , b u t , a g a i n , the i n d i c a t i o n i s t h a t consumers w i th 

h i g h e r e d u c a t i o n and mass media expo su re would tend to a d j u s t 

t h e i r buy i n g h a b i t s to new r e t a i l methods more r e a d i l y . 

S o c i a l S a n c t i o n o f I n n o v a t i o n - F i n a l l y , when asked i f they 

f e l t t h a t t h e i r n e i g h b o r s would not l i k e s e e i n g them ge t ahead i n 

l i f e , 34% o f the housew ive s s a i d y e s , 49% s a i d they d i d not know 

and 17% s a i d t h a t t h e i r n e i g h b o r s would approve . Thus the re i s 

some ev idence of s o c i a l p r e s s u r e to m a i n t a i n the s t a t u s quo. 

Housewives o f a l l income, e d u c a t i o n and media expo su re l e v e l s 

were r e l a t i v e l y homogeneous i n t h e i r f e e l i n g s o f s o c i a l p r e s s u r e . 

No group s t ood out from the r e s t w i t h s i g n i f i c a n t l y h i g h e r o r 

lower pe r cen t a ge s o f r e sponden t s who f e l t s o c i a l s a n c t i o n s . 

C o n c l u s i o n s - I n terms o f the a t t i t u d e s of the h o u s e w i v e s , 

there i s e v i dence t h a t some d i f f e r e n c e s between income and educa -

t i o n g roups e x i s t , p a r t i c u l a r l y c o n c e r n i n g b e l i e f i n f a t e . The 

i m p o r t a n t c o n c l u s i o n i s t h a t a l l consumers do not f ee l as bound 

by t r a d i t i o n as m ight have been expec ted . C e r t a i n l y there i s a 

l a r g e group which c o u l d form the l e ad edge a l l o w i n g the change, 

whatever i t might be , to be t e s t e d by consumers . Then, i f the 

change f i t s the consumer s 1 needs and d e s i r e s , i t w i l l g a i n w ide r 

a ccep tance . 

T r a d i t i o n a l and Modern B e h a v i o r 

The mode rn i t y i ndex i s a measure o f p r e d i s p o s i t i o n which i n -

c o r p o r a t e s most o f the above measu re s . The p o s s i b l e s c o r e s range 

from t r a d i t i o n a l ( 12 ) to modern ( 3 6 ) . The d i s t r i b u t i o n o f s c o r e s 

i s a lmos t p e r f e c t l y normal and cen te red i n the midd le o f the r ange . 

The mean i s 2 3 . 9 , w i th 70% o f the r e sponden t s w i t h i n p l u s o r minus 

one s t a n d a r d d e v i a t i o n , and 96% o f the r e sponden t s w i t h i n p l u s or 

minus two s t a n d a r d d e v i a t i o n s . 

There are some c o n c l u s i o n s t ha t can be drawn about the more 

modern group o f housew ives (Tab le 4 . 2 6 ) . The more modern h o u s e -

w ives tend to own r e f r i g e r a t o r s , a lways shop i n the same group o f 

s t o r e s , know p r i c e s i n o t he r s t o r e s and p r e f e r p r e - p a c k a g e d g o o d s . 

G r e a t e r pe r cen t age s o f them shop i n permanent markets and s m a l l e r 

pe r cen t a ge s i n ne i g hbo rhood s t o r e s . A g a i n , the v a r i o u s modern i t y 

g roups shop i n about the same p r o p o r t i o n s i n s e l f - s e r v i c e s t o r e s and 

s t r e e t f a i r s . A g r e a t e r pe rcen tage o f the modern g roup get i n f o r -

mat ion be fo re b u y i n g , watch t e l e v i s i o n r e g u l a r l y , read food a d v e r -

t i s e m e n t s , take advantage of s p e c i a l s i n s t o r e s and are i n f l u e n c e d 

by a d v e r t i s i n g . 



Table 4 .26 A P r o f i l e o f Modern and T r a d i t i o n a l Housewives 

S co re on M o d e r n i t y Index 

Housewives Who: Low Medi um MJJSÜI 
own r e f r i g e r a t o r s 41% 39% 56% 
buy i n the same s t o r e s 60% 74% 77% 
c l a i m to know p r i c e s i n o t he r s t o r e s 50% 56% 69% 
p r e f e r p r e - packaged goods 40% 58% 51% 

pu rcha se i n s e l f - s e r v i c e s t o r e s R e l a t i o n s h i p not s t a t i s -
t i c a 11 y s i gn i f i cant 

pu rcha se i n ne i ghbo rhood s t o r e s 6 5% 53% 44% 
pu rcha se i n permanent markets 19% 23% 34% 
pu rcha se i n s t r e e t f a i r s R e l a t i o n s h i p not s t a t i s -

t i c a l l y s i gn i f i cant 

watch t e l e v i s i o n r e g u l a r l y 31% 28% 46% 
a c q u i r e i n f o r m a t i o n be fo re p u r c h a s i n g 45% 58% 69% 
read food ads 33% 43% 58% 
take advantage o f s p e c i a l s 46% 58% 65% 
i n f l u e n c e d by a d v e r t i s i n g a l i t t l e 31% 25% 17% 
i n f l u e n c e d by a d v e r t i s i n g some 37% 33% 27% 
i n f l u e n c e d by a d v e r t i s i n g a l o t 32% 42% 56% 

SOURCE: SUDENE/MSU Consumer Su r vey ( 1 9 6 7 ) . 

Summary 

The r e s u l t s of the consumer s t udy con f i rm t ha t incomes are 

low, median per c a p i t a income US$160 per y e a r , and tha t the re i s 

a l a r g e d i s c r e p a n c y between the few r i c h (14% earn over h a l f o f 

the income) and the many poo r . F u r t h e r , on l y a sma l l pe r cen tage 

o f the consumers are educa ted . The median yea r o f e d u c a t i o n i s 

t h r e e , and many are i l l i t e r a t e . On the a v e r a g e , the consumers 

spend 53% of t h e i r income on f o o d , y e t many own t h e i r homes and 

du rab le good s . Few, however, own c a r s . 

The s h o p p i n g p r e f e r e n c e s o f consumers s u g g e s t t h a t they are 

a c u t e l y aware o f the d i f f e r e n c e s i n the v a r i o u s t ypes of o u t l e t s 

and t h a t , g i v en g r e a t e r a v a i l a b i l i t y , l a r g e s e l f - s e r v i c e s t o r e s 

c ou l d g a i n cu s t omer s . The p o p u l a r i t y o f the s t r e e t f a i r s i m p l i e s 

t h a t cus tomers would not e a s i l y be s w i t c h e d from t h a t p a t t e r n of 

s h o p p i n g , however. B e s i d e s an o u t l e t ' s l o c a t i o n , q u a l i t y , p r i c e , 

and p r oduc t s hand led are impo r t an t f a c t o r s . S t r e e t f a i r s s p e c i a l -

i z e i n f r e s h , p e r i s h a b l e p r o d u c t s . 

The mass media reach most con sumer s , though not c o n s i s t e n t -

l y , and seem to have some i n f l u e n c e on pu rcha se b e h a v i o r . T h i s 

f a c t i n d i c a t e s p o t e n t i a l use o f mass media f o r i n c r e a s i n g consumer 



awareness o f and chang i ng a t t i t u d e s toward p r oduc t s and o u t l e t s . 

Th i s i n f o r m a t i o n can be an i m p o r t a n t f o r c e f o r the good of con -

sumer s , i n f o r m i n g them of n u t r i t i o n a l q u a l i t i e s o f the p r o d u c t s 

they buy and o f the s a v i n g s a v a i l a b l e from more s e l e c t i v e s h o p -

p i n g . 

To summar ize , i t i s u s e f u l to r e t u r n to the i n i t i a l q u e s -

t i o n s r a i s e d a t the open ing o f the c h a p t e r . The f i r s t concerned 

the use of i n c r e a s e d income. The average p r o p e n s i t y to consume 

food was p r e s e n t e d f o r a wide range o f income l e v e l s , and the 

d i s t r i b u t i o n o f income was emphas ized to show the r e l a t i v e s i z e 

o f v a r i o u s market segment s . Combin ing the se f a c t o r s g i v e s a 

p i c t u r e o f the k i n d o f p u r c h a s i n g r e spon se t h a t would r e s u l t from 

changes i n income at the v a r i o u s income l e v e l s . 

On the o t h e r hand, s a v i n g s were not adequa te l y i n d e n t i f i e d . 

Only the g r o s s e s t e s t i m a t e s are wa r r an ted from the data o b t a i n e d , 

and f u r t h e r r e s e a r c h i s needed to make good e s t i m a t e s of s a v i n g s 

at the v a r i o u s income l e v e l s . 

I n f l a t i o n makes the h o l d i n g o f cash w i t h i n the coun t r y a 

poor s a v i n g s method, and thus exce s s cash i s used to buy du rab l e 

consumer goods which ho l d t h e i r va lue as we l l as g i v e s e r v i c e . 

The second q u e s t i o n concerned the a d a p t a b i l i t y o f the con -

sumer to chang i n g food market s t r u c t u r e s and p r a c t i c e s . Changes 

i n the p a s t seven y e a r s , coup led w i th the b a s i c consumer o u t l o o k 

toward change, i n d i c a t e t he re i s a s i g n i f i c a n t p o r t i o n of the 

consumer p o p u l a t i o n who w i l l a ccept new i dea s and adapt to chang -

i ng r e t a i l food c o n d i t i o n s . Those consumers w i l l i n g to change 

tended to have h i g h e r incomes and more educa t i on , but many low i n -

come, uneducated consumers were a l s o w i l l i n g to change. A g a i n , 

i t must be emphas ized t h a t many consumers remain s u s p i c i o u s o f 

change , but consumer p r e d i s p o s i t i o n does not seem n e g a t i v e . Of 

c o u r s e , consumer r e a c t i o n to change depends on the na tu re of the 

changes and how we l l they f i t the con sumer s ' needs and d e s i r e s . 

Any change must be e v a l u a t e d f o r consumer approva l be fo re a rea l 

a s se s sment as to s u c c e s s can be made. 

Though i t seems t h a t many consumers would change t h e i r buy -

i ng h a b i t s to i n c r e a s e t h e i r s a t i s f a c t i o n l e v e l s , g i v e n t h a t a 

way to i n c r e a s e s a t i s f a c t i o n e x i s t s , the re are many who do not 

e x h i b i t t h i s w i l l i n g n e s s to change. F u r t h e r , ev idence has been 

p r e s e n t e d t h a t i n d i c a t e s the p o o r e r , l e s s educated consumers have 

h i g h e r r e p r e s e n t a t i o n i n the group which r e s i s t s change. Thu s , 

there i s an i n d i c a t i o n t h a t the re are many consumers who cou l d be 

he lped th rough a consumer e d u c a t i o n program. T h i s program c o u l d 



he lp the poo re r consumer use her l i m i t e d income to b e t t e r feed 

her f a m i l y and thus r a i s e the rea l income o f those he lped i n terms 

o f volume o f food and n u t r i t i o n a l v a l u e . 



CHAPTER 5 

THE URBAN FOOD MARKETING SYSTEM 

I n t r o d u c t i o n 

T h i s c hap te r p r e s e n t s some of the f i n d i n g s o f a s u r v e y of 

891 food r e t a i l e r s and 136 food w h o l e s a l e r s l o c a t e d i n R e c i f e 

and the f i n d i n g s o f s e v e r a l r e l a t e d n o n - s u r v e y s t u d i e s ( see Appen-

d i x A f o r sample d e s i g n ) . These f i n d i n g s w i l l be used to d e s c r i b í 

the urban food d i s t r i b u t i o n s y s tem and to ana l y ze some o f the 

f a c t o r s which i n h i b i t the v a r i o u s t ypes o f b u s i n e s s e s from making 

a l a r g e r c o n t r i b u t i o n to r e g i o n a l deve lopment . I t i s i n t e n d e d 

t h a t t h i s chap te r form a base from which p o s s i b l e changes i n the 

s y s tem can be a n a l y z e d . 

Be fo re moving i n t o the d a t a , i t i s u s e f u l to rev iew the 

k i n d s o f q u e s t i o n s which are r e l e v a n t to i n t e r n a l market i n t e g r a -

t i o n . The f i r s t group o f q u e s t i o n s d e a l s w i th the i dea t ha t mar-

ket r i s k s and u n c e r t a i n t i e s impede p r o d u c t i o n r e s p o n s e s so t ha t 

e f f i c i e n t s c a l e o f o p e r a t i o n and f a c t o r use are not reached. 

T h i s i d ea a p p l i e s not on l y to farm p r o d u c t i o n , but to each l e v e l 

o f the d i s t r i b u t i o n channel as w e l l . The f a c t t h a t channel mem-

ber s deal w i th o t h e r s m a l l , i n e f f i c i e n t channel members adds one 

k i n d o f ma r ke t i n g r i s k and u n c e r t a i n t y . For example, a t r u c k e r 

may a r r i v e l a t e due to poor equ ipment , c a u s i n g s p o i l a g e and un-

c e r t a i n s u p p l y f o r a w h o l e s a l e r . How i m p o r t a n t are the q u e s t i o n s 

o f s u p p l y and demand? What o t h e r r i s k s and u n c e r t a i n t i e s are 

i n h e r e n t i n the m a r k e t i n g s y s tems i n which channel members e x i s t ? 

T h i s c hap te r w i l l deal w i t h t he se q u e s t i o n s at the urban d i s t r i -

b u t i o n l e v e l . 

A second q u e s t i o n l o g i c a l l y f o l l o w s the f i r s t . I f ma rke t -

i n g v a r i a b l e s impede more e f f i c i e n t d i s t r i b u t i o n , then what are 

the f a c t o r s which m a i n t a i n the s y s t em? That i s , what i s the 

mechanism which p r e v e n t s the ma r ke t i n g s y s tem from weeding out 

the d i s t o r t i o n s and p r e v e n t i n g change? A g a i n t h i s q u e s t i o n w i l l 

be a t t a c k e d from the p o i n t s o f view of the r e t a i l e r and the who l e -

s a l e r . 

F i n a l l y , the q u e s t i o n t h a t f l ows d i r e c t l y from the above 

q u e s t i o n i s , how can the f a c t o r s t ha t cause market r i s k and un-

c e r t a i n t i e s be reduced? What re fo rms are needed and how s h o u l d 

they be implemented? The answer to t h i s q u e s t i o n i s open to a 



c e r t a i n amount o f s p e c u l a t i o n . The recommendat ions i m p l i e d from 

t h i s work are p r e s e n t e d i n Chapter 6. 

With the above q u e s t i o n s i n mind as g u i d e s , the d e s c r i p t i o n 

o f the urban d i s t r i b u t i o n s t r u c t u r e o f R e c i f e can take on mean ing. 

The r e t a i l s y s tem w i l l be p r e s e n t e d f i r s t , f o l l o w e d by an a n a l y s i s 

o f the w h o l e s a l i n g s y s tem. Because o f the wide v a r i e t y o f i n s t i -

t u t i o n a l t y p e s , i t i s f i r s t n e c e s s a r y to make some b r i e f comments 

about each type and t h e n , on a compara t i ve b a s i s , p r e s e n t t h e i r 

p h y s i c a l c h a r a c t e r i s t i c s , d e c i s i o n r u l e s and p r a c t i c e s , per fo rmance 

d i f f e r e n c e s , p e r c e p t i o n s o f the f a c t o r s l i m i t i n g t h e i r market p a r -

t i c i p a t i o n , and p e r s o n a l i n t e r n a l c o n s t r a i n t s and p r e d i s p o s i t i o n s . 

T h i s p r o g r e s s i o n o f a n a l y s e s w i l l l ead to an u n d e r s t a n d i n g o f what 

the d i s t r i b u t i o n sy s tem i s , what l i m i t a t i o n s a f f e c t v a r i o u s i n s t i -

t u t i o n a l t y p e s , and which i n s t i t u t i o n a l t ype s are amenable to 

change o r encouragement. 

R e t a i l D i s t r i b u t i o n 

Types o f R e t a i l O u t l e t s 

C i t i e s w i t h i n d e v e l o p i n g r e g i o n s o f t e n have r e t a i l i n g s y s tems 

dominated by sma l l r e t a i l e r s who pe r fo rm a l o c a t i o n a l f u n c t i o n , a l -

l ow ing consumers to pu rchase sma l l q u a n t i t i e s near t h e i r homes, 

f r e q u e n t l y on c r e d i t . The consumer a n a l y s i s o f the l a s t chap te r 

shows t h a t f o r R e c i f e t h i s t r a d i t i o n a l concept o f a r e t a i l i n g s y s -

tem i s o n l y p a r t i a l l y a c c u r a t e . In f a c t , the r e t a i l s t r u c t u r e of 

R e c i f e i s a m i x tu re o f the o l d and the new, w i t h the new s t r u g g l i n g 

to overcome the o l d . Th i s chap te r p r e s e n t s the s t a t e o f the s t r u g -

g l e and the p o t e n t i a l i m p l i c a t i o n s . However, be fo re a n a l y s i s can 

be made, i t i s n e c e s s a r y to i n t r o d u c e the v a r i o u s k i n d s of r e t a i l 

o u t l e t s and d e s c r i b e the s u r v e y s used to mon i t o r them. 

The f o l l o w i n g i s a l i s t o f the major t ypes o f r e t a i l e r s i n 

R e c i f e as o f the date o f t h i s s u r v e y : 

1. S t r e e t f a i r s 

2. F i xed f a i r s or c o n t i n u o u s f a i r o p e r a t i o n s 

3. P u b l i c markets 

4. Ne i ghbo rhood s t o r e s 

5. S e l f - s e r v i c e s t o r e s 

6 . S i x l a r g e s t r e t a i l e r s 

7. Other s 



S t r e e t F a i r s 

S t r e e t f a i r s a re d e f i n e d as o p e n - a i r , n o n - c o n t i n u o u s ( n o n -

d a i l y ) ma rke t s made up o f s m a l l p r i v a t e b u s i n e s s e s s e l l i n g o n l y 

one c l a s s o f p r o d u c t . The re a re 26 s t r e e t f a i r s s e r v i n g R e c i f e . 

U s u a l l y s t r e e t f a i r s o p e r a t e two days pe r week, bu t some o p e r a t e 

o n l y one day pe r week. The owners o r manager s o f t h e s e u n i t s a re 

c a l l e d f e i r a n t e s . A c c o r d i n g to a c e n s u s by the SUDENE/MSU r e s e a r c h 

team i n A p r i l 1 967 i n p r e p a r a t i o n f o r the s u r v e y o f feirantes > the 

number o f feirantes i n each s t r e e t f a i r v a r i e d f rom 22 i n the s m a l l -

e s t to 1 , 070 i n the l a r g e s t . The a v e r a g e s i z e was 202 f e i r a n t e s , 

and the t o t a l was 5 , 2 7 5 . These f i g u r e s a re f o r s e p a r a t e l o c a t i o n s . 

On the a v e r a g e , each feirante o p e r a t e d i n 2 . 1 f a i r s pe r week, a l -

t hough 42% o p e r a t e d i n o n l y one f a i r pe r week. Some o f t h e s e ad -

d i t i o n a l f a i r s were o u t s i d e o f R e c i f e . Of a l l f e i r a n t e s , 7 4 . 3% 

s o l d f o o d f o r home c o n s u m p t i o n and the r e m a i n i n g 2 5 . 7 % s o l d h o u s e -

h o l d g o o d s , f ood f o r immed iate c o n s u m p t i o n , t r i n k e t s , p l a s t i c g o o d s , 

c l o t h e s , f u r n i t u r e , c o s m e t i c s , s o a p s , e t c . I t s h o u l d be no ted t h a t 

s t r e e t f a i r s i z e and c o m p o s i t i o n v a r i e d f rom week to week d e p e n d i n g 

on the w e a t h e r , the c rop s e a s o n , the h o l i d a y s e a s o n , e t c . J u s t 

p r i o r to s t r e e t f a i r d a y s , p r i v a t e b u s i n e s s m e n ( t a b l e s u p p l i e r s ) 

a r r a n g e t a b l e s and b o o t h s on the f a i r g r o u n d s . These f i x t u r e s a re 

then r e n t e d to the f a i r m e r c h a n t s f o r use d u r i n g the f a i r . 

M o s t o f the f i n d i n g s c o n c e r n i n g s t r e e t f a i r s a re ba sed on a 

s u r v e y o f 210 feirantes i n R e c i f e made i n May and June o f 1967 . 

N i n e t y - e i g h t p e r c e n t ( 2 0 6 ) o f the r e s p o n d e n t s were a c t u a l l y the 

owners o f the b u s i n e s s , w h i l e 2% ( 4 ) were e m p l o y e e s . The p o p u l a -

t i o n f o r t h i s s u r v e y was l i m i t e d to feirantes s e l l i n g f ood f o r home 

con sumpt i on. 

F i x e d F a i r s 

The re a re a number o f g r o u p i n g s o f s m a l l r e t a i l e r s i n t o mar -

k e t s wh i ch are no t s t r e e t f a i r s becau se they o p e r a t e e v e r y d a y , and 

a re n o t p u b l i c m a r k e t s becau se they do no t r e s i d e i n one s i n g l e 

ma rke t s t r u c t u r e . These g r o u p i n g s w i l l be r e f e r r e d to as f i x e d 

f a i r s . W i th the e x c e p t i o n o f o n e , the A f o g a d o s f i x e d f a i r , t h e s e 

f i x e d f a i r s are no t c o n s i d e r e d as l e g a l o p e r a t i o n s by the c i t y 

g o v e r n m e n t . E x c e p t f o r the A f o g a d o s f i x e d f a i r , wh i ch was b u i l t 

by the c i t y g o v e r n m e n t , t h e s e m a r k e t s a re s p o n t a n e o u s , u n p l a n n e d 

g r o u p s o f wooden b o o t h s and t a b l e s w i t h no c e n t r a l o r g a n i z a t i o n o r 

c o n t r o l . 



« 

There a re n i n e f i x e d f a i r s i n o p e r a t i o n , r a n g i n g i n s i z e f rom 

20 to 192 f ood o p e r a t i o n s . The t o t a l number o f f o o d o p e r a t i o n s a t 

the t ime o f t h i s s u r v e y was 6 4 0 . I n a d d i t i o n , t h e r e were 64 n o n -

f o o d o p e r a t i o n s . T h u s , 91% o f f i x e d feirantes s o l d f ood f o r home 

cons umpti on . 

The f o l l o w i n g f i n d i n g s c o n c e r n i n g f i x e d f a i r s a re ba sed on a 

s u r v e y o f 75 f i x e d feivantes i n R e c i f e made i n May and June o f 1967 . 

S e v e n t y - t h r e e o f the r e s p o n d e n t s , o r 9 7% , were a c t u a l l y the owners 

o f the b u s i n e s s , w h i l e two ( 3% ) were m a n a g e r s . The p o p u l a t i o n f o r 

t h i s s u r v e y was l i m i t e d to f i x e d feirantes s e l l i n g f o od f o r home 

cons umpti on . 

P u b l i c M a r k e t R e t a i l e r s 

P u b l i c marke t o p e r a t o r s a re t h o s e b u s i n e s s m e n who s e l l goods 

w i t h i n o r a l o n g the o u t s i d e w a l l s o f f i x e d l a r g e ma rke t b u i l d i n g s . 

The o v e r - a l l c h a r a c t e r i s t i c o f t h i s k i n d o f ma r ke t i s t h a t one 

s t r u c t u r e h o u s e s many compartments i n wh i ch i n d i v i d u a l b u s i n e s s m e n 

o p e r a t e . The name " p u b l i c m a r k e t " comes f rom the f a c t t h a t a l l but 

one o f t h e s e s t r u c t u r e s a re owned and o p e r a t e d by the c i t y g o v e r n -

ment. I n d i v i d u a l r e t a i l e r s r e n t the c ompa r tmen t s . There are ten 

o f t h e s e m a r k e t s i n o p e r a t i o n and more t han t h r e e o t h e r p r i v a t e 

m a r k e t s wh ich are no t i n o p e r a t i o n . The l a r g e s t marke t i n terms o f 

f ood s e l l e r s i s S a n t a R i t a , wh i ch has 216 f o o d r e t a i l e r s . The 

s m a l l e s t i s S a n t a Amaro, w i t h 24 f ood r e t a i l e r s . There were a t o t a l 

o f 920 compartment r e t a i l e r s i n the ten m a r k e t s . I n a d d i t i o n , t h e r e 

were 208 n o n - f o o d r e t a i l e r s . T h u s , 82% o f p u b l i c ma rke t o p e r a t o r s 

were s e l l i n g f o o d f o r home c o n s u m p t i o n . 

The f i n d i n g s f o r p u b l i c marke t r e t a i l e r s a re ba sed on a s u r -

vey o f 100 compartment r e t a i l e r s i n R e c i f e made i n May and June o f 

1967 . Of the r e s p o n d e n t s , 93% were a c t u a l l y the owners o f the b u s i -

n e s s , w h i l e 7% were e m p l o y e e s . The p o p u l a t i o n f o r t h i s s u r v e y was 

l i m i t e d to compartment r e t a i l e r s s e l l i n g f o o d f o r home c o n s u m p t i o n . 

N e i g h b o r h o o d R e t a i l e r s 

N e i g h b o r h o o d s t o r e s are d e f i n e d as t h o s e s t o r e s wh i ch e x i s t 

as s i n g l e u n i t s t h r o u g h o u t R e c i f e but a re no t s e l f - s e r v i c e . There 

are f o u r g e n e r a l t y p e s o f s t o r e s i n c l u d e d i n t h i s c a t e g o r y : barra-

oas ( 5 1 % ) , vendas ( 3 9 % ) , s p e c i a l t y s t o r e s ( 8 % ) , and s t r e e t v e n d o r s 

(2%). 

A barraoa i s d e f i n e d as a s habby wood s i n g l e u n i t , u s u a l l y 

o f one room, wh ich i s not e n t e r e d by the c u s t o m e r s . Barraoas 

u s u a l l y c a r r y some c e r e a l s , some canned g o o d s , o c c a s i o n a l l y some 



b a n a n a s , and u s u a l l y s o f t d r i n k s . A venda i s t y p i c a l l y a l a r g e r 

u n i t w i t h i n a pe rmanent b u i l d i n g where the c u s t o m e r e n t e r s the 

s t o r e . Vendas have c l e r k s e r v i c e and h a n d l e c e r e a l s , canned goods 

and h o u s e h o l d i t e m s . S p e c i a l t y s t o r e s a re s i n g l e - p r o d u c t s t o r e s 

w h i c h , f o r the most p a r t , h a n d l e f r e s h a n d / o r p r o c e s s e d m e a t s . 

B a k e r i e s are no t i n c l u d e d i n t h i s r e s e a r c h , as t hey are c o v e r e d 

i n the i n d u s t r i a l a n a l y s i s as f o o d p r o c e s s o r s . S t r e e t v e n d o r s 

have non -pe rmanen t f a c i l i t i e s wh ich are u s u a l l y removed d a i l y . 

I t s h o u l d be n o t e d t h a t o n l y n e i g h b o r h o o d s t o r e s wh ich s o l d f o o d 

f o r home c o n s u m p t i o n were i n c l u d e d i n the s u r v e y . T h u s , b a r s , 

r e s t a u r a n t s and barraoas wh i ch s o l d o n l y b e v e r a g e s and p r e p a r e d 

f o o d s were e x c l u d e d . I n a l l , t h e r e were 2 , 2 8 5 n e i g h b o r h o o d r e -

t a i l e r s i n t h i s p o p u l a t i o n . 

The f i n d i n g s r e l a t e d to n e i g h b o r h o o d r e t a i l e r s a re ba sed on 

a s u r v e y o f 444 n e i g h b o r h o o d s t o r e s i n R e c i f e made i n May and 

June o f 1967 . M o s t o f the r e s p o n d e n t s ( 396 or 89%) were a c t u a l l y 

the owners o f the b u s i n e s s , w h i l e 48 ( 11% ) were e m p l o y e e s . 

S e l f - S e r v i c e R e t a i l e r s 

S e l f - s e r v i c e r e t a i l e r s a re d e f i n e d as t h o s e who do b u s i n e s s 

by l e t t i n g the cu s t omer s e l e c t and c a r r y p r o d u c t s to a c e n t r a l 

l o c a t i o n f o r t a b u l a t i o n and payment o f the b i l l . S e l f - s e r v i c e r e -

t a i l e r s are t y p i c a l l y l a r g e r than n e i g h b o r h o o d s t o r e s , a l t h o u g h 

t h e r e i s some o v e r l a p between the v e r y l a r g e s t n e i g h b o r h o o d s t o r e s 

and the s m a l l e s t s e l f - s e r v i c e s t o r e s . Many o f the s e l f - s e r v i c e 

g r oup changed i n r e c e n t y e a r s f rom the n e i g h b o r h o o d s t o r e c a t e g o r y 

by r e m o d e l i n g and e x p a n d i n g t h e i r f a c i l i t i e s to accommodate s e l f -

s e r v i c e s h o p p i n g . Mo s t o f the s e l f - s e r v i c e s t o r e s a re r e l a t i v e l y 

s m a l l by s u p e r m a r k e t s t a n d a r d s and a r e t y p i c a l l y c a l l e d meroadinhos. 

At the t ime o f t h i s s u r v e y t h e r e were 42 s e l f - s e r v i c e s t o r e s o p e r -

a t i n g i n R e c i f e . F i f t y - f i v e p e r c e n t o f t h e s e had s a l e s o f l e s s t han 

N C r $ l 0 ,000 ( U S $ 3 , 7 0 4 ) per week, 24% had s a l e s o f NCr$10 ,000 o r more 

bu t l e s s t han N C r $ 5 0 , 0 0 0 ( U S $ 1 8 , 5 1 7 ) pe r week, and 7% had s a l e s o f 

g r e a t e r than N C r $ 5 0 , 0 0 0 pe r week. No s a l e s f i g u r e s were g i v e n by 

14% o f the r e s p o n d e n t s , most o f whom were s m a l l . Mo s t o f the s e l f -

s e r v i c e s t o r e s a re i n d e p e n d e n t o f each o t h e r . The n o t a b l e e x c e p -

t i o n s a re the e i g h t Comprebem s t o r e s i n o p e r a t i o n i n the R e c i f e a r e a . 

There were f o u r o r g a n i z a t i o n s wh i ch had two s t o r e s each i n o p e r a t i o n . 

The f i n d i n g s on s e l f - s e r v i c e s t o r e s are ba sed on a c e n s u s o f 

a l l 42 s e l f - s e r v i c e r e t a i l e r s i n R e c i f e made i n May and June o f 1 967 . 

Two s e l f - s e r v i c e g r o u p i n g s - - d e c i s i o n u n i t s and the s t o r e s t h e m s e l v e s - -

a re u sed i n t h i s s e c t i o n , depend i n g on the a n a l y s i s r e q u i r e d . The 



d e c i s i o n p r o c e s s f o r s e l f - s e r v i c e s t o r e s i s c e n t r a l i z e d i n a s i n g l e 

management team. S i n c e one r e t a i l o r g a n i z a t i o n has e i g h t s t o r e s , 

i t i s n e c e s s a r y to t h i n k i n terms o f 35 manage r i a l u n i t s when behav -

i o r a l c h a r a c t e r i s t i c s o f s e l f - s e r v i c e r e t a i l e r s are c o n s i d e r e d . 

S i n c e d e c i s i o n u n i t s are o f prime i n t e r e s t , a lmos t a l l a n a l y s i s i s 

based on these manage r i a l u n i t s . When d e s c r i p t i v e data about the 

s t o r e s t hemse l ve s i s c o n s i d e r e d , i t i s n e c e s s a r y to use the number 

o f s t o r e s ( 42 ) as the p o p u l a t i o n ba se . Of the management g roups 

i n t e r v i e w e d , 28 (80%) were a c t u a l l y owners o f the b u s i n e s s e s , w h i l e 

7 (20%) were managers . Of the s t o r e s i n t e r v i e w e d , 28 (67%) were 

owner s , wh i l e 14 (33%) were manager s . 

S i x L a r g e s t R e t a i l e r s 

I t has been noted t h a t the s e l f - s e r v i c e r e t a i l c a t e g o r y i s 

made up o f p r edom inan t l y sma l l o p e r a t i o n s . Thu s , i t i s u s e f u l f o r 

compar i son to p r e s e n t s e l e c t e d c h a r a c t e r i s t i c s o f the s i x l a r g e s t 

s e l f - s e r v i c e r e t a i l o r g a n i z a t i o n s ( t ho se w i th a s a l e s volume o f 

NCr$10 ,000 or more per week per s t o r e ) . These s i x r e t a i l o r g a n i z a -

t i o n s ope ra te a t o t a l of 13 s t o r e s , each w i th s a l e s o f at l e a s t 

N C r $ l 0 , 0 0 0 (US$3 ,704 ) per week. As i n the s e l f - s e r v i c e g r o u p , the 

number o f s t o r e s w i l l be used where s t o r e c h a r a c t e r i s t i c s are p r e -

s en ted . O t h e r w i s e , the s i x o r g a n i z a t i o n s form the p o p u l a t i o n . 

Other R e t a i l e r s 

There are s e v e r a l o t h e r types o f r e t a i l e r s i n R e c i f e which 

need to be ment ioned f o r c o m p l e t e n e s s . These r e t a i l e r s are not 

i n c l u d e d i n the main a n a l y s i s because o f t h e i r sma l l numbers. How-

e v e r , some of these g roups are impo r t an t i n the chang i n g r e t a i l 

s t r u c t u r e and s h o u l d be noted as s p e c i a l c a s e s . The major r e t a i l e r 

t ypes i n t h i s " o t h e r " c a t e g o r y are s t r e e t v e n d o r s , consumer coop-

e r a t i v e s , l a r g e f r o z e n meat d e a l e r s , and government food s t o r e s . 

These t ypes w i l l be b r i e f l y d e s c r i b e d below. 

S t r e e t v e n d o r s , l e g a l l y d e f i n e d as any mobi le s e l l i n g u n i t , 

are a sma l l and d e c r e a s i n g segment o f the r e t a i l food s t r u c t u r e . 

Compet i t i on from o t h e r r e t a i l t y p e s , combined w i t h chang i ng con -

sumer buy i n g h a b i t s , has f o r c e d the s t r e e t vendor to e i t h e r go out 

o f b u s i n e s s o r s e t up a s e m i - f i x e d l o c a t i o n i n the s t r e e t , i n 

f a i r s , i n p u b l i c m a r k e t s , or i n f i x e d f a i r s . Those who s e t up 

t h e i r b u s i n e s s e s i n the s t r e e t s were i n c l u d e d i n the ne i ghbo rhood 

s t o r e s u r v e y c a t e g o r y . Those who g r a v i t a t e d toward the s t r e e t 

f a i r , f i x e d f a i r , o r p u b l i c market were i n c l u d e d i n those s amp le s . 

The r ema inde r , who hawk t h e i r wares t h rough the s t r e e t s , are i n -



c o n s e q u e n t i a l i n number and s a l e s vo lume, and s e r v e o n l y as a 

reminder of a bygone i n s t i t u t i o n . No attempt was made to s u r v e y 

t h i s l a t t e r g r oup . 

A census was made o f the 11 consumer c o o p e r a t i v e s i n R e c i f e . 

These c o o p e r a t i v e s were s p o n s o r e d by both p r i v a t e companies and 

the government f o r the b e n e f i t o f t h e i r employees . A l l o f the 

c o o p e r a t i v e s were n o n - p r o f i t o r g a n i z a t i o n s s e l l i n g mo s t l y c e r e a l s 

and canned foods as c l o s e to c o s t as p o s s i b l e . None o f the coop-

e r a t i v e s were very l a r g e . The average s a l e s volume o f the 11 

c o o p e r a t i v e s was l e s s than 1/2 t h a t o f the s e l f - s e r v i c e s t o r e s . 

The second type o f r e t a i l e r to be c o n s i d e r e d here i s the 

l a r g e meat d e a l e r who has e x t e n s i v e f r e e z e r s t o r a g e c a p a c i t y . 

These o p e r a t i o n s are d i f f e r e n t i a t e d because of t h e i r v a s t l y g r e a t e r 

vo lume, t h e i r i n ve s tmen t i n equipment and p l a n t , and t h e i r a b i l i t y 

to buy meat o u t s i d e the R e c i f e w h o l e s a l e market . There are f i v e 

of the se l a r g e s p e c i a l i z e d meat d e a l e r s and each was i n c l u d e d i n 

the s u r v e y . 

F i n a l l y , the government m a i n t a i n s 12 r e t a i l o u t l e t s (SAPS 

s t o r e s ) which were d e s i g n e d to d i s t r i b u t e b a s i c food p r o d u c t s at 

r e t a i l to he lp keep r e t a i l p r i c e s i n l i n e . O r i g i n a l l y , these 

s t o r e s d i d not have to pay t a x e s , which a l l owed them to s e l l at 

comewhat lower p r i c e s . I n m i d - 1 9 6 7 , however , a law was pa s sed 

which s t r i p p e d them o f t h e i r t ax a d v a n t a g e , and, by the time o f 

t h i s r e s e a r c h , these s t o r e s resembled the smal l s e l f - s e r v i c e s t o r e 

i n terms o f p r o d u c t l i n e s and t h e i r c o s t s were such t h a t they d i d 

not d i f f e r s i g n i f i c a n t l y i n p r i c e . Hence, d u r i n g the p e r i o d o f 

t h i s r e s e a r c h , few consumers used these o u t l e t s and t h e i r s i g n i f i -

cance was s m a l l . The SAPS s t o r e s were not i n c l u d e d i n the s u r v e y . 

One approach to the p r e s e n t a t i o n o f the r e t a i l d i s t r i b u t i o n 

s y s tem would be to ana l y ze each o f the above r e t a i l t y p e s , and 

thus p r o v i d e a benchmark d e s c r i p t i o n o f the s y s tem. However, t h i s 

method o f p r e s e n t a t i o n would be l e n g t h y and would not f ocu s on the 

i s s u e s p e r t i n e n t to t h i s work. D i f f e r e n c e s between the v a r i o u s 

t ypes o f r e t a i l e r s can be s t be i l l u s t r a t e d by a compara t i ve p r e s e n -

t a t i o n o f the p h y s i c a l c h a r a c t e r i s t i c s , d e c i s i o n r u l e s , p r a c t i c e s , 

pe r f o rmance , e t c . , o f the r e t a i l i n s t i t u t i o n s . 

I n o r d e r to s i m p l i f y such a compar i son and focus a t t e n t i o n 

on rea l d i f f e r e n c e s i n the s y s t e m , those r e t a i l t ype s which p l a y 

p e r i p h e r a l r o l e s can be combined i n t o th ree s i n g l e we i gh ted g r o u p s : 

a t o m i s t i c r e t a i l e r s , s e l f - s e r v i c e s t o r e o p e r a t o r s , and ne i ghbo rhood 

re t a i 1 e r s . 



S t r e e t f a i r s , f i x e d f a i r s and p u b l i c markets have much i n 

common--they are a l l very sma l l o p e r a t o r s w i t h l i t t l e c a p i t a l who 

work a l o n g s i d e many o t h e r s i m i l a r r e t a i l e r s i n group m a r k e t p l a c e s . 

T h e i r c h a r a c t e r i s t i c s , b e h a v i o r and per formance show l i t t l e d i f f e r -

ence , so they w i l l be g rouped t o g e t h e r f o r f u r t h e r a n a l y s i s except 

where t h e i r c h a r a c t e r i s t i c s d i f f e r s i g n i f i c a n t l y . The i n f l u e n c e 

o f v a r i o u s r e t a i l e r s i n t h i s g roup on the group s t a t i s t i c s i s 

we i gh ted by the r e l a t i v e number o f t ha t k i n d o f r e t a i l e r i n the 

a c t ua l p o p u l a t i o n . For example, because there are about 6 .5 t imes 

as many s t r e e t f a i r o p e r a t o r s as f i x e d f a i r o p e r a t o r s , the r e s u l -

t an t s t a t i s t i c s f o r s t r e e t f a i r o p e r a t o r s are we i gh ted 6 . 5 t imes 

tho se o f the f i x e d f a i r o p e r a t o r s . Because o f the very sma l l s i z e 

o f t he se o p e r a t o r s , t h i s group w i l l be r e f e r r e d to as a t o m i s t i c 

r e t a i l e r s from t h i s p o i n t on. 

The ne i ghbo rhood r e t a i l c a t e g o r y a l r e a d y forms a un ique 

g r o u p i n g t ha t i s s p a t i a l l y l o c a t e d t h r o u g h o u t R e c i f e , and thus 

w i l l be used as i s . The s e l f - s e r v i c e c a t e g o r y w i l l i n c l u d e both 

the sma l l and l a r g e s e l f - s e r v i c e s t o r e s . Only where the ve ry 

l a r g e s e l f - s e r v i c e s t o r e s d i f f e r s i g n i f i c a n t l y from the r e s t o f 

the group w i l l t he se r e t a i l e r s be p r e s e n t e d s e p a r a t e l y f o r compar-

i s o n . 

With these g r o u p i n g s i n mind, a compara t i ve a n a l y s i s can be 

unde r t aken . Types o f r e t a i l e r s w i l l f i r s t be compared on pe r sona l 

demograph ic c h a r a c t e r i s t i c s , then on p h y s i c a l c h a r a c t e r i s ' t i cs , 

p r a c t i c e s and d e c i s i o n s , pe r f o rmance , p e r c e p t i o n s o f t h e i r e n v i r o n -

ment, and i n t e r n a l d e c i s i o n a l p r e d i s p o s i t i o n s . 

Demographic C h a r a c t e r i s t i c s 

A good p l ace to s t a r t the a n a l y s i s i s to p r e s e n t backg round 

i n f o r m a t i o n on the c h a r a c t e r i s t i c s of the r e sponden t s t h e m s e l v e s . 

There was l i t t l e d i f f e r e n c e between the mean ages o f the 

th ree g r o u p s . The mean f o r the a t o m i s t i c r e t a i l e r s was 37 y e a r s ; 

f o r the s e l f - s e r v i c e , 39 y e a r s ; and f o r the ne i ghbo rhood r e t a i l e r s , 

41 y e a r s . 

Tab le 5 .1 p r e s e n t s the r e s u l t s o f the l i t e r a c y - e d u c a t i o n i n -

dex and shows t ha t the d i f f e r e n c e s between the th ree g roups were 

very s i g n i f i c a n t . T h i s i ndex ( see Chapter 4) measures f u n c t i o n a l 

l i t e r a c y . I t i s i n t e r e s t i n g to note t h a t the average y e a r s o f 

e d u c a t i o n f o r the th ree g roups v a r i e d ma r ked l y , w i th the mean f o r 

a t o m i s t i c r e t a i l e r s be ing 1.6 y e a r s ; the ne i ghbo rhood r e t a i l e r ' s , 

3 .2 y e a r s , and the s e l f - s e r v i c e r e t a i l e r ' s , 7.7 y e a r s . I t i s a l s o 



i n t e r e s t i n g to note t ha t 41% o f the a t o m i s t i c r e t a i l e r s had never 

a t tended s c h o o l , w h i l e the a ve rage s f o r ne i g hbo rhood and s e l f -

s e r v i c e r e t a i l e r s were 21% and 2%, r e s p e c t i v e l y . I t can be con -

c l uded from these e d u c a t i o n a l and l i t e r a c y l e v e l s t h a t the m a j o r i t y 

o f the a t o m i s t i c r e t a i l e r s have n e i t h e r the b a s i c l i t e r a c y s k i l l s 

nor the formal e d u c a t i o n to he lp them i n t h e i r d e c i s i o n - m a k i n g t a s k s 

as bu s i ne s smen . More o f the ne i ghbo rhood r e t a i l e r s and a lmos t a l l 

o f the s e l f - s e r v i c e r e t a i l e r s p o s s e s s the se b a s i c s k i l l s . For 

those r e t a i l e r s who are i l l i t e r a t e or uneduca ted , the use o f e i t h e r 

the p r i n t e d word or the p r i n t e d mass media to g a i n i n f o r m a t i o n i s 

p r e c l u d e d . Even the s imp le p r o c e s s o f g e t t i n g a l i c e n s e to ope r a te 

i n t h e i r f a i r becomes a f e a r f u l and c o s t l y p rob l em, as t he se o p e r a -

t o r s are o f t e n a f r a i d o f the government and wary o f a p rocedu re 

they do not u n d e r s t a n d . 

Table 5 .1 Demographic C h a r a c t e r i s t i c s 
R e t a i l Respondents by R e t a i l 

o f Food 
Type 

C h a r a c t e r i s t i cs Atomi s t i c 
Reta i 1 e r s 

Nei ghborhood 
Reta i 1 e r s 

S e l f - S e r v i ce 
Re ta i 1 e r s 

% l i t e r a t e as 
d e f i n e d by the 
1i t e r a c y - e d u c a -
t i o n i ndex 442 6 7% 100% 

% w i t h second 
j ob s 21% 182 38% 

Number o f 
dependents 

0 - 4 
5 - 7 
8 - o ve r 

30% 
40% 
30% 

37 % 
33% 
30% 

45% 
33% 
22% 

Yea r s i n p r e s e n t 
type o f b u s i n e s s 

0 - 4 
5 - 1 2 

13 - ove r 

27 
40 
33 

42 
30 
28 

50 
28 
22 

SOURCE: SUDENE/MSU R e t a i l e r S u r vey ( 1 9 6 7 ) . 

R e t a i l e r s have more second jobs than the mean f o r the consumer 

head o f h ou seho l d s r e p o r t e d i n Chapter 3 ( see Tab le 3 . 1 ) . On the 

a v e r a g e , those a t o m i s t i c r e t a i l e r s w i t h second j o b s spend 20 hour s 

per week on tho se j o b s , w h i l e n e i g h b o r h o o d r e t a i l e r s spend an a v e r -



age o f 10 hour s per week and s e l f - s e r v i c e r e t a i l e r s an average o f 

19 hour s per week. 

Tab le 5 .1 shows t h a t s e l f - s e r v i c e r e t a i l e r s have been i n the 

r e t a i l b u s i n e s s s i g n i f i c a n t l y fewer y e a r s than the o t h e r two types 

o f r e t a i l e r s . In f a c t , 50% have been i n the r e t a i l b u s i n e s s l e s s 

than 5 y e a r s . 

The s e l f - s e r v i c e r e t a i l e r s tended to have s m a l l e r f a m i l i e s , 

w i t h an average o f 5.5 members (Tab le 5 . 1 ) . Ne i ghbo rhood and atom-

i s t i c r e t a i l e r s had average f a m i l y s i z e s o f 6 .0 and 6 . 3 , r e s p e c -

t i v e l y . 

P h y s i c a l C h a r a c t e r i s t i c s o f the R e t a i l O u t l e t s 

When c o n s i d e r i n g the p h y s i c a l c h a r a c t e r i s t i c s o f the v a r i o u s 

t ype s o f r e t a i l o u t l e t s , the sma l l number o f s e l f - s e r v i c e s t o r e s 

as compared to a t o m i s t i c and ne i ghbo rhood r e t a i l e r s s h o u l d be noted 

i n o r d e r to g i v e a sense o f p e r s p e c t i v e to the a n a l y s i s and de f i ne 

magn i tudes o f d e v i a t i o n from the s y s tem average (Tab le 5 . 2 ) . 

Most o f the a t o m i s t i c and ne i ghbo rhood r e t a i l u n i t s were 

owned by one p e r s o n , w h i l e s e l f - s e r v i c e s t o r e s o f t e n had more than 

one owner (Tab le 5 . 2 ) . Of the t h ree c a t e g o r i e s o f r e t a i l e r s , a 

h i g h e r pe r cen tage o f ne i ghbo rhood s t o r e owners tended to own the 

b u i l d i n g s i n which they o p e r a t e d ; however , 69% o f the s t o r e s o f 

the s i x l a r g e s t s e l f - s e r v i c e g roups were owned by the p a r e n t o r -

gan i z a t i on. 

The ave rage s i z e o f each r e t a i l type i s p r e s e n t e d i n Tab le 

5 . 2 . I t i s i n t e r e s t i n g to note t h a t , on the a v e r a g e , s e l f - s e r v i c e 

s t o r e s were 11 t imes l a r g e r than ne i ghbo rhood s t o r e s and n e i g h b o r -

hood s t o r e s were 7 t imes l a r g e r than a t o m i s t i c r e t a i l e r s . 

Though the va lue o f the r e t a i l s t r u c t u r e s i s not e a s i l y 

de t e rm inab l e due to a c c o u n t i n g c o m p l i c a t i o n s caused by i n f l a t i o n , 

d e p r e c i a t i o n , e t c . , e s t i m a t e s o f c u r r e n t rep lacement c o s t s g i v e as 

a c c u r a t e a p i c t u r e o f the a s s e t va l ue o f r e t a i l s t r u c t u r e s as i s 

a v a i l a b l e (Tab le 5 . 2 ) . C o n s t r u c t i o n c o s t s were o b t a i n e d from r e -

t a i l e r s i n the p r o c e s s o f new c o n s t r u c t i o n and from s e v e r a l c o n t r a c -

t o r s . For modern c o n s t r u c t i o n such as a l a r g e s e l f - s e r v i c e s t o r e , 

the c o s t per squa re meter was e s t i m a t e d as NCr$100. T r a d i t i o n a l 

c o n s t r u c t i o n f o r the l a r g e r ne i g hbo rhood s t o r e s (43% o f the n e i g h -

borhood c a t e g o r y ) was e s t i m a t e d at NCr$50 per squa re meter and f o r 

wood booths (51% o f the n e i g h b o r h o o d c a t e g o r y ) was e s t i m a t e d at 

NCr$18 per squa re meter. Hence, the mean c o n s t r u c t i o n c o s t f o r 

l a r g e r n e i g h b o r h o o d s t o r e s was about NCr$2 ,400 (US$880) and, f o r 



b o o t h s , about NCr$54 (US$20) (Tab le 5 . 2 ) . 

The a t o m i s t i c r e t a i l e r s had few a s s e t s i n terms o f equ ipment. 

S i x t y - t h r e e pe r cen t of t h i s g roup used a s c a l e , but most o f these 

were r e n t e d . On the a v e r a g e , each a t o m i s t i c r e t a i l e r s owned 1.4 

hand t o o l s such as k n i v e s , s aws , e t c . On the o t he r hand, n e i g h b o r -

hood r e t a i l e r s owned some f i x t u r e s ; 83% owned at l e a s t one s c a l e , 

and, on the a v e r a g e , each owned 2 hand t o o l s . I m p o r t a n t l y , 61% o f 

Table 5.2 P h y s i c a l C h a r a c t e r i s t i c s o f Food 
R e t a i l U n i t s by R e t a i l Type 

C h a r a c t e r i s t i cs Atomi s t i c 
Reta i 1 e r s 

Nei ghbo r . 
Reta i 1 e r s 

S e i f - S e r v . 
Reta i 1 e r s 

S i x L a r g e s t 
Reta i 1 e r s 

Number of s t o r e s 5 ,560 2 , 285 42 a 6 

Ownersh ip of B u s i n e s s 

I n d i v i d u a l P r o -
p r i e t o r s h i p 

Fami l y B u s i n e s s 
P a r t n e r s h i ps 
C o r p o r a t i ons 

92% 
5% 
2% 
0% 

87% 
12% 

2% 
0% 

34% 
9% 

3 7% 
17% 

-

% Who Own S t o r e Loca -
t i o n and Bui 1di ng 4% 58% 40% 69% 

Mean S i z e (m. 2 ) 3 22 243 465 

Mean S a l e s Volume 
NCr$ per week 
(US$) 

532 b 

( 197 ) 
701 

( 260 ) 
19 ,510 
( 7 , 2 2 6 ) 

81 ,333 
( 3 0 , 1 2 3 ) 

Mean A s s e t Va lue o f 
B u i l d i n g R e g a r d l e s s 
of Ownersh ip 

NCr$ 
(US$) 

ve ry 
sma l l 

1 ,000 
(370) 

24 ,300 C 

( 9 , 0 0 0 ) 
46 ,500 

( 1 7 , 2 2 2 ) 

Mean Va lue o f F i x -
t u r e s and Equipment 

(NCr$) 
(US$) 

N/A N/A 46 ,106 
( 1 7 , 0 7 6 ) 

162,000 
( 5 9 , 9 9 9 ) 

Mean I n v e n t o r y on 
Hand 

NCr$ 
( u s $ ) 

117 
(43 ) 

1 ,152 
(427 ) 

71 ,694 
( 2 6 , 5 5 3 ) 

295 ,000 
( 1 0 9 , 2 5 9 ) 

a I n e l u d e s the s i x i n the " l a r g e s t s i x " c a t e g o r y . 

b I n c l u d e s a l l f a i r s a t tended i n one week. 

Th i s f i g u r e i s o v e r s t a t e d due to the f a c t t h a t some of 
the s e l f - s e r v i c e s t o r e s were v a l ued above ac tua l worth s i n c e 
they were r e a l l y c onve r t ed n e i g h b o r h o o d s t o r e s . 

SOURCE: S UDENE/MSU R e t a i l e r Su r vey ( 1 9 6 7 ) . 



t h i s group s a i d t h a t they owned r e f r i g e r a t o r s ( a l t h o u g h the se were 

used p r i m a r i l y f o r the s t o r a g e of b e v e r a g e s ) . The s e l f - s e r v i c e 

r e t a i l e r s had a much g r e a t e r amount of equipment a s s e t s (Tab le 5 . 2 ) . 

F i n a l l y , the d i f f e r e n c e s i n t o t a l va lue of the c u r r e n t s t o c k s 

of s a l a b l e p r o d u c t s o f the d i f f e r e n t types of r e t a i l e r s are t remen-

dous (Tab le 5 . 2 ) . G e n e r a l l y , a t o m i s t i c r e t a i l e r s o n l y s t o c k p r o d u c t s 

f o r immediate s a l e and do not c a r r y s t o c k s from one week to the next 

( the c o m p o s i t i o n o f these p r oduc t s w i l l be d e a l t w i t h l a t e r ) . The 

d i s t r i b u t i o n o f t o t a l owned a s s e t s by r e t a i l type i s p r e s e n t e d i n 

Table 5 . 3 . 

Tab le 5 .3 Leve l s 
Reta i 1 

o f A s s e t 
U n i t s by 

Va lue of Food 
R e t a i l Type 

A s s e t Value Atomi s t i c 
Reta i 1 e r s 

Nei g h b o r . 
Reta i 1 e r s 

S e l f - S e r v . 
R e t a i l e r s 

NCr$0 to NCr$200.00 
(US$0 to US$74 .25 ) 

70% 2 8% 0% 

NCr$201.00 to NCr$500.00 
(US$74 .26 to US$185 .37 ) 

17% 15% 0% 

NCr$501.00 and over 
(US$185 .38 and o ve r ) 

13% 5 7% 100% 

SOURCE: SUDENE/MSU R e t a i l e r S u r vey ( 1 9 6 7 ) . 

The employment c h a r a c t e r i s t i c s o f v a r i o u s r e t a i l e r s are o f 

utmost impor tance because o f the l a b o r i n t e n s i t y of t r a d i t i o n a l mar-

k e t i n g s y s tems (Tab le 5 . 4 ) . T o g e t h e r , a t o m i s t i c and ne i ghbo rhood 

r e t a i l e r s account f o r over 13,000 s e p a r a t e l o c a t i o n j o b s . However, 

i t must be remembered t h a t many o f the a t o m i s t i c r e t a i l e r s ope ra te 

i n s e v e r a l l o c a t i o n s , most of which are o u t s i d e the c i t y . Thu s , the 

rea l number of peop le i s somewhat lower than 13 , 000 . 

As i s to be e xpec ted , s e l f - s e r v i c e s t o r e s have more owners 

and p r o f e s s i o n a l managers than o t h e r g r o u p s . They a l s o h i r e more 

employees per r e t a i l u n i t and pay h i g h e r average s a l a r i e s . I t i s 

i n t e r e s t i n g to note t h a t o f the employees ( o t h e r than manager s ) 

o f the a t o m i s t i c and ne i ghbo rhood r e t a i l e r s , 47% and 61%, r e s p e c -

t i v e l y , were r e l a t i v e s w i t h o u t pay ; 45% and 23%, r e s p e c t i v e l y , 

were employees w i t h n o n - f i x e d payments ; and 8% and 16%, r e s p e c t i v e -

l y , were employees w i th f i x e d s a l a r i e s . I n c o n t r a s t , o n l y 2% o f 

the s e l f - s e r v i c e employees were r e l a t i v e s w i th no pay , 4% were 
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employees w i t h n o n - f i x e d payments , and 94% were r e g u l a r s a l a r i e d 

emp loyees . 

The average number of y e a r s i n the same l o c a t i o n was 7 f o r 

a l l r e t a i l t y p e s . However, 27% o f the a t o m i s t i c r e t a i l e r s had 

been i n t h e i r p r e s e n t l o c a t i o n a y e a r o r l e s s , w h i l e 30% o f the 

ne i ghbo rhood r e t a i l e r s and 34% of the s e l f - s e r v i c e r e t a i l e r s had 

been i n t h e i r p r e s e n t l o c a t i o n a y e a r or l e s s . 

The en t r y r a t e f o r a l l g roups i s h i g h , i n d i c a t i n g a h i g h 

f a i l u r e r a te as w e l l . Changes i n consumer p u r c h a s i n g p a t t e r n s 

i n the p a s t few y e a r s s u g g e s t t h a t p a r t of the s e l f - s e r v i c e l o c a -

t i o n a l change can be e x p l a i n e d by g r owth , w h i l e t h i s i s not the 

case f o r the a t o m i s t i c and ne i ghbo rhood r e t a i l e r s ( see Chapter 4 ) . 

A t o m i s t i c r e t a i l e r s were l o c a t e d i n commercia l a rea s of the 

c i t y (a commercial a rea was d e f i n e d as one where at l e a s t 25% o f 

the b u i l d i n g s i n the b l o c k were used f o r commercial p u r p o s e s ) , 

w h i l e 71% o f the ne i ghbo rhood r e t a i l e r s and 57% o f the s e l f - s e r -

v i c e s t o r e s were l o c a t e d i n p r i m a r i l y r e s i d e n t i a l a rea s of the 

c i t y . The l o c a t i o n o f n e i g h b o r h o o d r e t a i l e r s i n r e s i d e n t i a l a reas 

s u p p o r t s the n o t i o n p r e s e n t e d i n the l a s t chap te r t h a t these 

s t o r e s pe r fo rm an i m p o r t a n t l o c a t i o n a l f u n c t i o n . F u r t h e r , s t r e e t 

f a i r s and p u b l i c market s are somewhat o f a r e t a i l f o c a l p o i n t , 

s i n c e 46% o f the n e i g h b o r h o o d s t o r e s and 43% of the s e l f - s e r v i c e 

r e t a i l e r s were l o c a t e d w i t h i n t h r ee b l o c k s of one o f these m a r k e t s . 

The p r o d u c t s hand led by v a r i o u s t ypes o f r e t a i l e r s i n d i c a t e 

the na tu re o f t h e i r o p e r a t i o n s . Tab le 5 .5 p r e s e n t s the pe r cen t of 

v a r i o u s r e t a i l e r s by type who hand le s p e c i f i c commodit ies o r com-

mod i ty g r o u p s . Though the a t o m i s t i c r e t a i l e r s remain f a i r l y homo-

geneous r e l a t i v e to the o t h e r g r o u p s , they have been s p l i t i n t o 

t h e i r components because o f d i f f e r e n c e s i n p r o d u c t s hand l ed . The 

a t o m i s t i c r e t a i l e r s p r i m a r i l y hand le p e r i s h a b l e s such as f r u i t s 

and v e g e t a b l e s and f r e s h beef ( excep t s t r e e t f a i r o p e r a t o r s , who 

hand le more volume i n o t h e r f r e s h meats than do the o t h e r t ypes o f 

r e t a i l e r s ) . Ne i ghbo rhood s t o r e s and s e l f - s e r v i c e r e t a i l e r s hand le 

c e r e a l s , d a i r y p r o d u c t s ( e x c l u d i n g f r e s h m i l k ) , d r i e d meat and 

canned goods . Many r e t a i l e r s i n these two g roups a l s o hand le e g g s , 

and some s e l f - s e r v i c e s t o r e s c a r r y p o u l t r y . These c o n f i g u r a t i o n s 

of p r oduc t l i n e s mesh w i th the s h o p p i n g b e h a v i o r data p r e s e n t e d i n 

the consumer chap te r ( Chap te r 4 ) . Pe r cen t age s i n Tab le 5.5 a l s o 

i n d i c a t e the degree o f s p e c i a l i z a t i o n o f the r e t a i l t y p e s . Most 

a t o m i s t i c r e t a i l e r s are s p e c i a l i z e d by p r oduc t g r o u p s , w h i l e most 

s e l f - s e r v i c e r e t a i l e r s c a r r y many t ype s of p r o d u c t s , mo s t l y non-

p e r i s h a b l e s . 



Table 5.5 Pe r cen t 
C a r r y i ng 

o f R e t a i l e r s by Type 
V a r i o u s Commodit ies 

Commodi ty S t r e e t 
Fai r 

Fi xed 
Fai r 

P u b i i c 
Marke t 

Nei g h b o r -
hood 

Reta i 1 e r s 

Sel f -
S e r v i ce 

Reta i 1 e r s 

Ri ce 10% 13% 16% 50% 98% 

Beans 11 13 16 51 95 

Mani oc 
F1 our 15 13 16 52 95 

Li qui d 
M i l k - - - - - - 5 7 

D a i ry 
P r o d u c t s a - - 3 - - 34 81 

F re sh 
Beef 6 13 27 6 7 

Other 
Meat 15 11 10 37 81 

Poul t r y 4 5 4 3 40 

Eggs - - NA NA 47 50 

Bananas 11 54 39 32 12 

Other 
F ru i t s 34 54 39 32 12 

Tomatoes 11 54 39 16 12 

Other 
V e g e t a b l e s 38 54 39 22 12 

Canned 
Foods 5 - - - - 39 100 

Other 12 1 4 34 

" 

a E x c l u d i ng l i q u i d m i l k . 

SOURCE: SUDENE/MSU R e t a i l e r Su r vey (1 9 6 7 ) . 



T h i s s e c t i o n has o u t l i n e d the major components o f the r e t a i l 

s y s tem i n R e c i f e . I t was seen t h a t a t o m i s t i c r e t a i l e r s were i n d i -

v i d u a l p r o p r i e t o r s who p r i m a r i l y s o l d p e r i s h a b l e s , u s u a l l y from 

r en ted r e t a i l f a c i l i t i e s . These o p e r a t o r s owned l i t t l e equipment 

and h e l d sma l l s t o c k s f o r s h o r t p e r i o d s o f t ime. Ne i ghbo rhood r e -

t a i l e r s were i n d i v i d u a l p r o p r i e t o r s who u s u a l l y s o l d l e s s p e r i s h -

ab le foods from i n d i v i d u a l r e t a i l l o c a t i o n s s p r ead t h r o u g h o u t r e s i -

d e n t i a l a reas o f R e c i f e . More than h a l f o f t he se ne i ghbo rhood 

r e t a i l e r s owned t h e i r p h y s i c a l f a c i l i t i e s . I n v e n t o r y and equipment 

a s s e t s were v a s t l y g r e a t e r than tho se o f the a t o m i s t i c r e t a i l e r s . 

F i n a l l y , the s e l f - s e r v i c e r e t a i l e r had many more a s s e t s than the 

n e i g h b o r h o o d r e t a i l e r i n terms o f b u i l d i n g s , equipment and i n v e n t o -

r y . F u r t h e r , though s e l f - s e r v i c e r e t a i l e r s tended to s e l l f oods 

w i t h low p e r i s h a b i l i t y , they c a r r i e d w ide r p r o d u c t l i n e s than the 

o t h e r t ypes of r e t a i l e r s . 

R e t a i l P r a c t i c e s and D e c i s i o n Ru le s 

G iven the above backg round on the d e c i s i o n - m a k e r and h i s 

b u s i n e s s , the next c o n s i d e r a t i o n i s how he runs h i s b u s i n e s s . The 

b e h a v i o r o f the v a r i o u s t ypes of b u s i n e s s e s and the d e c i s i o n r u l e s 

t h a t l i e beh ind tho se b e h a v i o r s w i l l be p r e s e n t e d t o g e t h e r , s i n c e 

d e c i s i o n r u l e s must o f t e n be i n f e r r e d from b u s i n e s s behavi ,or. I n 

o t h e r w o r d s , the o b j e c t i s not to s t udy the d e c i s i o n - m a k i n g p r o c e s s 

but to unde r s t and what d e c i s i o n s are made as e v i denced by b u s i n e s s 

a c t i o n . Value judgments w i l l not be made, as t he re i s no b a s i s as 

y e t f o r making them. The f o l l o w i n g s e c t i o n w i l l demonst ra te the 

e f f e c t s o f the b e h a v i o r e x h i b i t e d by the r e t a i l t y p e s . I t s h o u l d 

be noted t h a t consumer r e a c t i o n to the r e t a i l i n s t i t u t i o n s p r e s e n t e d 

i n Chapter 4 a l r e a d y g i v e s some i n d i c a t i o n o f the v a l ue o f f u n c t i o n s 

per fo rmed. 

C o n s u m e r - r e l a t e d P r a c t i c e s and D e c i s i o n Ru le s 

P r i c e s t a n d s out as a v a r i a b l e which has as y e t been n e g l e c t e d 

i n our a n a l y s i s . S i n c e most o f the f a c t o r s used to a t t r a c t cus tomers 

are a l r e a d y f i x e d by l o c a t i o n , f i x t u r e s , and mode o f s e r v i c e , the 

on l y m a n i p u l a t a b l e s e l l i n g v a r i a b l e f o r the m a j o r i t y o f food r e t a i l e r s 

i n Rec i f e i s p r i c e ( a d v e r t i s i n g has o n l y been used i n r e cen t y e a r s , 

and then on l y by the l a r g e s t r e t a i l e r s ) . A l s o , as p o i n t e d ou t i n 

Chapter 1, ma rke t i n g improvements c o u l d be t r a n s f e r r e d to the consumer 

t h rough dec reased p r i c e s . 



Tab le 5 .6 p r e s e n t s some c l e a r i n d i c a t i o n s o f the p r i c i n g 

b e h a v i o r o f the r e t a i l t y p e s . F i r s t , 28% o f a l l r e t a i l e r s p r i c e d 

t h e i r p r o d u c t s to match a r ea l o r i m a g i n a r y market p r i c e , and 

the re was no s i g n i f i c a n t d i f f e r e n c e between r e t a i l t ype s on t h i s 

s c o r e . Second , there was s t r o n g agreement among a l l the r e t a i l e r s 

t h a t i f they bought f o r l e s s than t h e i r c o m p e t i t i o n they would 

s e l l f o r l e s s than t h e i r c o m p e t i t i o n . On t h i s p o i n t , however , 

t he re was a s t a t i s t i c a l l y s i g n i f i c a n t d i f f e r e n c e between the 

t ype s o f r e t a i l e r s , w i t h 98%, 92% and 85% o f the s e l f - s e r v i c e , 

n e i g h b o r h o o d and a t o m i s t i c r e t a i l e r s , r e s p e c t i v e l y , w i l l i n g to 

pas s pu rcha se p r i c e g a i n s on to the consumer. F i n a l l y , t he re was 

a l a r g e d i f f e r e n c e between t ype s o f r e t a i l e r s as to g ene r a l p r i c e 

l e v e l . Of the s e l f - s e r v i c e r e t a i l e r s , 53% r e p o r t e d t h a t they 

g e n e r a l l y s o l d f o r lower p r i c e s than t h e i r c o m p e t i t o r s , w h i l e 32% 

of the ne i ghbo rhood r e t a i l e r s and 21% o f the a t o m i s t i c r e t a i l e r s 

r e p o r t e d do ing s o . F u r t h e r , 63% of s e l f - s e r v i c e r e t a i l e r s c l a imed 

t h a t they used p r i c e to a t t r a c t c u s t o m e r s , w h i l e 24% o f the n e i g h -

borhood r e t a i l e r s and 21% o f the a t o m i s t i c r e t a i l e r s c l a imed do i n g 

s o . 

These f o u r s e t s of p r i c i n g p r a c t i c e s t e l l an i m p o r t a n t s t o r y 

about the r e t a i l s t r u c t u r e o f R e c i f e . F i r s t , the a t o m i s t i c r e t a i l -

e r s do not fee l p r e s s u r e d to p r i c e at the market p r i c e . They p r i c e 

on a f i x e d m a r g i n , and do not t r y to s e l l below c o m p e t i t i o n . As a 

mat te r o f f a c t , they do not ac t as i f they are c o n s c i o u s o f be ing 

i n c o m p e t i t i o n w i t h o t h e r r e t a i l e r s . They w i l l r e a d i l y reduce 

p r i c e , but do so to a v o i d s p o i l a g e ( see next s e c t i o n ) r a t h e r than 

f o r c o m p e t i t i v e r e a s o n s . On the o t h e r hand, the many s e l f - s e r v i c e 

o p e r a t o r s do not p r i c e to match c o m p e t i t i o n , but they w i l l p r i c e 

under c o m p e t i t i o n and use p r i c e to a t t r a c t c u s t o m e r s . They are 

a l s o more w i l l i n g to pas s on buy i n g p r i c e advan tage s to the consumer 

t h r ough lowered p r i c e s . T h u s , the s e l f - s e r v i c e g roup c l e a r l y f ee l 

t h a t they are compet ing w i t h o t h e r r e t a i l e r s , and are w i l l i n g to do 

so on a p r i c e b a s i s . 

The s i x l a r g e s t r e t a i l e r s e x e m p l i f y t h i s p o i n t even more i n 

t h a t none p r i c e to meet c o m p e t i t i o n , a l l pas s on buy i n g p r i c e ad-

vantage to the consumer, f o u r ou t of the s i x compete on a p r i c e 

b a s i s , and f i v e out o f s i x use p r i c e to a t t r a c t c u s t o m e r s . N e i g h -

borhood s t o r e s f a l l between the a t o m i s t i c and s e l f - s e r v i c e r e t a i l e r s 

w i t h r e s p e c t to t h e i r s e n s i t i v i t y to c o m p e t i t i o n . A l l r e t a i l e r s 

tend to t r a n s l a t e pu rcha se p r i c e i n t o s e l l i n g p r i c e on a f i x e d mar-

g i n , but the c o m p e t i t i v e b e h a v i o r o f the s e l f - s e r v i c e g roup and the 

ve ry l a r g e r e t a i l e r s i s s i g n i f i c a n t l y s t r o n g e r than t h a t o f the 



T
a

b
le

 
5

.6
 

P
ra

c
ti

c
e

s 
R

e
ta

i 
1 

e
rs

 
an

d 
D

e
c

is
io

n
a

l 
C

h
a

ra
c

te
ri

st
ic

s 
o

f 
Fo

o
d 

by
 

R
e

ta
il

 
T

yp
e 

C
o

n
c

e
rn

in
g 

C
u

st
o

m
e

rs
 

C
h

a
ra

c
te

ri
 s

 t
i 

cs
 :

 
% 

W
ho

 
A

to
m

i 
s 

ti
 c

 
R

e
ta

i 
1 

e
rs

 
N

e
i 

g
h

b
o

rh
o

o
d 

R
e

ta
i 

1 
e

rs
 

S
e

lf
-S

e
rv

i 
ce

 
R

e
ta

i 
1 

e
rs

 
S

ix
 

L
a

rg
e

st
 

R
e

ta
il

e
rs

c 

P
ri

 c
e 

S
e

ll
 

sa
m

e 
p

ri
c

e 
as

 
c

o
m

p
e

ti
ti

o
n 

28
% 

29
% 

17
% 

0/
6 

If
 

b
uy

 
fo

r 
le

ss
 

th
a

n 
c

o
m

p
e

ti
ti

o
n

, 
se

ll
 

fo
r 

le
s

s
3 

85
 

92
 

98
 

6/
6 

G
e

n
e

ra
ll

y 
se

ll
 

fo
r 

lo
w

e
r 

p
ri

c
e 

th
a

n 
c

o
m

p
e

ti
ti

o
n

s 
22

 
32

 
53

 
4/

6 

U
se

 
p

ri
c

e 
fo

r 
c

u
st

o
m

e
r 

a
tt

ra
c

ti
o

n
1

3 
21

 
24

 
63

 
5/

6 

So
m

e
ti

m
e

s 
re

d
u

ce
 

p
ri

c
e 

to
 

a
v

o
id

 
s 

p 
o 

i 
1 

a 
g 

e 
b 

96
 

82
 

81
 

5/
6 

So
m

e
ti

m
e

s 
se

ll
 

fo
r 

le
ss

 
th

a
n 

c
o

st
3 

87
 

63
 

33
 

-

S
o

rt
 

p
ro

d
u

c
ts

 
on

 
q

u
a

li
ty

 
an

d 
d

if
fe

r
-

e
n

ti
a

te
 

p
ri

c
e 

b 
83

 
67

 
24

 
0/

6 

C
h

e
a

ti
 n

g 

T
h

in
k 

o
th

e
r 

re
ta

il
e

rs
 

li
k

e 
th

e
m

se
lv

e
s 

c
h

e
a

t 
th

e
ir

 
c

u
st

o
m

e
rs

3 
25

 
24

 
15

 
-

S
ig

n
if

ic
a

n
t 

d
if

fe
re

n
c

e
s 

am
on

g 
re

ta
il

 
ty

p
e

s 
b

a
se

d 
u

p
on

 
c

h
i-

sq
u

a
re

 
te

st
 

a
t 

5%
 

le
v

e
l 

o
f 

c
o

n
fi

d
e

n
c

e
. 

^
S

ig
n

if
ic

a
n

c
e 

o
f 

th
is

 
re

la
ti

o
n

sh
ip

 
n

o
t 

te
st

e
d

. 
c
T

h
is

 
co

lu
m

n 
is

 
p

re
se

n
te

d 
fo

r 
c

o
m

p
a

ri
so

n 
b

u
t 

is
 

n
o

t 
p

a
rt

 
o

f 
th

e 
si

g
n

if
ic

a
n

c
e 

te
st

 
b

e
c

a
u

se
 

o
f 

th
e 

sm
a

ll
 

n
u

m
b

e
rs

 
in

 
th

is
 

g
ro

u
p

. 

SO
U

R
C

E
: 

SU
D

EN
E/

M
SU

 
R

e
ta

il
e

r 
S

u
rv

e
y 

(1
 9

6
7

).
 



o t h e r r e t a i l t y p e s . Th i s i s to say t ha t tho se r e t a i l e r s who act 

c o m p e t i t i v e l y would tend to do more to make lower pu rcha se p r i c e s 

a r e a l i t y and to s t r e a m l i n e o p e r a t i o n s to g a i n c o m p e t i t i v e advan-

t age . T h i s t o p i c i s v i t a l and w i l l be r e t u r n e d to as more data 

un fo l d s . 

There are no s t a n d a r d i z e d g rade s o r .grading p rocedu re s f o r 

food i n N o r t h e a s t B r a z i l , so i t i s i n t e r e s t i n g to see what q u a l i t y 

d i f f e r e n t i a t i o n t ake s p l a c e . Of a l l r e t a i l e r s , 92% i n d i c a t e d they 

reduced the p r i c e o f foods i n o r d e r to a v o i d s p o i l a g e . F u r t h e r , 

87% o f the a t o m i s t i c r e t a i l e r s s a i d t h a t they sometimes reduced 

p r i c e s below c o s t ; 63% of the n e i g h b o r h o o d r e t a i l e r s and 33% o f 

the s e l f - s e r v i c e r e t a i l e r s i n d i c a t e d they d i d s o . E i g h t y - t h r e e 

pe r cen t o f the a t o m i s t i c r e t a i l e r s s a i d they s o r t e d p r o d u c t s on 

q u a l i t y and cha rged h i g h e r p r i c e s f o r the b e t t e r p r o d u c t s , w h i l e 

67% o f ne i ghbo rhood r e t a i l e r s and 24% o f the s e l f - s e r v i c e r e t a i l e r s 

r e p o r t e d do ing s o . I n i n t e r p r e t i n g these d a t a , i t s h o u l d be r e -

membered t h a t a t o m i s t i c r e t a i l e r s hand le p r i m a r i l y h i g h l y p e r i s h -

ab le p r o d u c t s t h a t come to market i n he te rogeneou s l o t s , w h i l e 

s e l f - s e r v i c e r e t a i l e r s hand le p r i m a r i l y n o n - p e r i s h a b l e p r o d u c t s 

and goods o f homogeneous q u a l i t y . As a r e s u l t , p r i c i n g p r a c t i c e s 

are gove rned by the s u p p l y s i t u a t i o n i n wh ich the r e t a i l e r f i n d s 

h i m s e l f . The s t r e e t f a i r , which makes up the bu lk of the a t o m i s t i c 

r e t a i l g r o u p , i s a n a t u r a l s o r t i n g p r o c e s s , s i n c e i t l a s t s not more 

than two day s . The b e t t e r q u a l i t y p r o d u c t s are s e l e c t e d out by 

both r e t a i l e r s and cus tomers at the b e g i n n i n g o f the f a i r and h i gh 

p r i c e s p r e v a i l . But as the c l o s e of the f a i r a p p r o a c h e s , the 

n e c e s s i t y of s e l l i n g the s t o c k ( u s u a l l y the lower q u a l i t y p r o d u c t s 

t h a t remain) f o r c e s the p r i c e l e v e l down i n p r o p o r t i o n to the t ime 

r ema in i n g i n the f a i r . T h u s , because o f time c o n s t r a i n t s and d i f -

f i c u l t y i n m a i n t a i n i n g q u a l i t y , the s y s tem encourages p r i c e d i f f e r -

e n t i a l s . 

F i n a l l y , 24% o f the ne i ghbo rhood and 25% o f the a t o m i s t i c r e -

t a i l e r s f e l t t h a t o t h e r r e t a i l e r s cheated t h e i r cus tomers on w e i g h t s ; 

f i f t e e n pe r cen t of the s e l f - s e r v i c e r e t a i l e r s s u s p e c t e d such c h e a t -

i n g . T h i s data c o r r e s p o n d s r o u g h l y to the c on sumer s ' p e r c e p t i o n s 

p r e s e n t e d i n the l a s t c h a p t e r . 

S u p p l y - r e l a t e d P r a c t i c e s and D e c i s i o n Ru le s 

The f i r s t q u e s t i o n c o n c e r n i n g s u p p l y d e c i s i o n r u l e s i s where 

the v a r i o u s r e t a i l e r s a c q u i r e t h e i r s u p p l y . Tab le 5.7 p r e s e n t s 

s o u r c e s o f s u p p l y f o r v a r i o u s commodit ies by type o f r e t a i l e r . 

Most o f the r e t a i l e r s o f a l l t ypes pu r cha sed t h e i r r i c e and beans 
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from e s t a b l i s h e d w h o l e s a l e r s i n R e c i f e . Man ioc f l o u r was a l s o 

pu r cha sed from e s t a b l i s h e d w h o l e s a l e r s , but was pu r cha sed from 

market w h o l e s a l e r s and from the i n t e r i o r as w e l l . F re sh beef was 

pu r cha sed l a r g e l y from the R e c i f e government s l a u g h t e r f a c i l i t y , 

a l t h o u g h some was pu r cha sed i n the i n t e r i o r . P o u l t r y and eggs 

were s u p p l i e d to the m a j o r i t y o f r e t a i l e r s h a n d l i n g such i tems 

by the p o u l t r y c o o p e r a t i v e i n R e c i f e ( C o g r a n j a ) . F i n a l l y , f r u i t s 

and v e g e t a b l e s were bought l a r g e l y from market w h o l e s a l e r s , w i th 

some be ing pu r cha sed i n the i n t e r i o r . T h u s , low p e r i s h a b i l i t y 

foods are g e n e r a l l y pu r cha sed from e s t a b l i s h e d w h o l e s a l e r s i n 

R e c i f e , wh i l e h i g h l y p e r i s h a b l e goods are bought from market 

w h o l e s a l e r s . 

The average number of s u p p l i e r s used by the r e t a i l e r t ypes 

i n d i c a t e s t h a t r e t a i l e r s g e n e r a l l y use more than one s u p p l i e r . 

These a ve rage s a l s o i n d i c a t e t h a t , except i n the case o f f r u i t s 

and v e g e t a b l e s , most r e t a i l e r s buy from a few r e g u l a r s u p p l i e r s 

( Tab le 5 . 8 ) . T h i s i n f e r e n c e i s c on f i rmed by the f a c t t h a t most 

r e t a i l e r s t hemse l ve s r e p o r t e d they a lways d e a l t w i th the same 

s e t of s u p p l i e r s (Tab le 5 . 9 ) . 

The t r a n s p o r t a t i o n f u n c t i o n from s u p p l i e r to r e t a i l e r i s 

s h a r e d e q u a l l y by the two p a r t i e s (Tab le 5 . 8 ) . Ne i ghbo rhood 

r e t a i l e r s tend to take more r e s p o n s i b i l i t y f o r t r a n s p o r t a t i o n 

than the o t h e r g r o u p s , wh i l e the s e l f - s e r v i c e s t o r e s tend to take 

the l e a s t . These o b s e r v a t i o n s i n d i c a t e t ha t the s e l f - s e r v i c e r e -

t a i l e r uses h i s buy i ng power to s h i f t the t r a n s p o r t a t i o n f u n c t i o n 

onto the w h o l e s a l e r . I t i s impo r t an t to note t h a t s e l f - s e r v i c e 

r e t a i l e r s t y p i c a l l y use t r u c k t r a n s p o r t a t i o n because o f t h e i r 

volume p u r c h a s e s , w h i l e a t o m i s t i c and ne i ghbo rhood r e t a i l e r s 

a lmos t e x c l u s i v e l y use h a n d c a r t s f o r l o c a l t r a n s p o r t a t i o n . When 

the se s m a l l e r r e t a i l e r s buy from the i n t e r i o r , they u s u a l l y s ha re 

a t r u c k w i th many o the r sma l l volume p u r c h a s e r s . 

One of the l i n k s b i n d i n g the d i s t r i b u t i o n channel t o g e t h e r 

and making i t r e s i s t a n t to change i s the c r e d i t r e l a t i o n s h i p o f 

buyer and s e l l e r . Of a l l the r e t a i l t y p e s , a t o m i s t i c r e t a i l e r s 

use the most c r e d i t i n a l l p r oduc t c a t e g o r i e s l i s t e d i n Tab le 5 . 8 . 

Far fewer ne i ghbo rhood s t o r e s and s e l f - s e r v i c e r e t a i l e r s use c r e d -

i t . The na tu re of the c r e d i t p r a c t i c e s i s r e v e a l e d by the pay -back 

p e r i o d and c o s t of the c r e d i t . The normal pay -back p e r i o d f o r 

s e l f - s e r v i c e r e t a i l e r s i s about one month. The c o s t of t h a t c r e d i t , 

as measured by the i n t e r e s t charge and the p r i c e d i f f e r e n t i a l i f 

the p roduc t had been pu r cha sed f o r c a s h , was n e g l i g i b l e r e l a t i v e 

to the i n f l a t i o n r a te o f 27% per y e a r d u r i n g t h a t time p e r i o d . On 



Commodity/ Mean 
R e t a i l Number o f 

Type S u p p l i e r s 

% o f T r a n s . 
A r r a n g e d by 

Reta i 1 e r 

None Some A l l 

% L a s t 
Pu r cha sed 
on C r e d i t 

Pay - % 
back Annual 

P e r i o d Cos t o f 
( d a y s ) C r e d i t 

Ri ce 

Atomi s t i c 1 . ,8 46 8 46 61 9 .2 409 
Nei g hbo r . 1 . ,5 27 5 68 21 21 .5 113 
S e l f - S e r . 1 . ,9 42 3 55 35 34 .5 11 

Beans 

Atomi s t i c 1 . ,8 48 7 45 59 7.7 485 
Nei ghbo r . 1 . ,5 33 4 63 13 15.9 153 
S e l f - S e r . 2. ,0 32 7 61 11 22 .5 0 

Man ioc F l o u r 

Atomi s t i c 3. .7 47 5 47 37 5.0 774 
Nei ghbo r . 1 . .4 51 1 48 10 11.1 175 
S e l f - S e r . 1 , .4 71 7 22 7 NA NA 

F re sh Beef 

Atomi s t i c 1 , .4 72 0 28 81 5 .7 489 
Nei g hbo r . 2, .2 53 2 45 28 5 .9 99 

P o u l t r y 

Atomi s t i c 3, .5 45 0 55 45 5 .3 117 
Nei ghbo r . 1 , .4 46 2 52 7 NA NA 
S e l f - S e r . 1 , .0 44 0 56 22 NA NA 

Eggs 

Atomi s t i c 1 .8 60 0 40 50 6 .2 190 
Nei ghbo r . 1 .3 63 2 35 7 9 .2 NA 
S e l f - S e r . 1 .0 75 0 25 17 NA NA 

Bananas 

Atomi s t i c 2 .4 40 6 54 23 3 .1 281 
Nei ghbo r . 2 .7 14 4 82 9 5.1 NA 

Tomatoes 

Atomi s t i c 2 .7 20 4 76 34 3 . 8 726 
Nei ghbo r . 3 .8 5 1 94 1 3 .5 NA 

SOURCE: SUDENE/MSU R e t a i l e r Su r vey ( 1 9 6 7 ) . 
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the o t h e r hand, a t o m i s t i c r e t a i l e r s had to pay back t h e i r c r e d i t 

i n l e s s than one week on the a ve r a ge . T h i s a g a i n r e f l e c t s the 

na tu re o f the s t r e e t f a i r , where the o p e r a t o r buys new s t o c k each 

week and the s u p p l i e r r e q u i r e s repayment o f the p r e v i o u s w e e k ' s 

debt be fo re he advances c r e d i t . Many s u p p l i e r s and money lender s 

r e q u i r e repayment at the end o f the f a i r , which means t h a t the r e -

payment p e r i o d i s t h ree days f o r many f a i r o p e r a t o r s . T h i s s h o r t -

term c r e d i t c o s t s the a t o m i s t i c r e t a i l e r from s l i g h t l y o ve r 100% 

to over 700% (Tab le 5 . 8 ) . The a t o m i s t i c r e t a i l e r pays these h i g h 

c r e d i t c o s t s f o r th ree r e a s o n s . F i r s t , because the repayment 

p e r i o d i s so s h o r t , the c o s t does not l ook p r o h i b i t i v e . Second , 

these cha rge s are b u r i e d i n the p r oduc t p r i c e t ha t he pays and 

thus are not d i r e c t l y e v i d e n t . T h i r d , the sma l l r e t a i l e r has no 

c h o i c e . He has no a l t e r n a t i v e s o u r c e s o f money and i f he cannot 

ge t s t o c k to s e l l , he and h i s f a m i l y go hung r y . Thu s , t h i s h i g h 

c o s t o f o p e r a t i o n i s f o r c e d upon the a t o m i s t i c r e t a i l e r by both 

h i s l a c k o f b u s i n e s s competence and env i r onmen ta l c i r c u m s t a n c e s . 

Ne i ghborhood r e t a i l e r s have l o n g e r pay -back p e r i o d s than 

the a t o m i s t i c r e t a i l e r s i n most ca se s and c e r t a i n l y pay lower 

c r e d i t c o s t s (99% to 175% per y e a r ) . Even these c o s t s , however , 

are h i gh f o r t ho se few who use c r e d i t . 

I t has a l r e a d y been p o i n t e d out t ha t most r e t a i l e r s * and s e l f -

s e r v i c e r e t a i l e r s i n p a r t i c u l a r , bought from a sma l l number o f 

r e g u l a r s u p p l i e r s . Tab le 5.9 i n d i c a t e s t h a t 94% o f the s e l f - s e r v i c e 

r e t a i l e r s o b t a i n e d p r i c e d from more than one s u p p l i e r be f o re b u y i n g . 

Other r e t a i l e r s d i d so to l e s s e r degrees (82% and 68%, r e s p e c t i v e l y , 

f o r n e i g h b o r h o o d and a t o m i s t i c r e t a i l e r s ) . 

W h o l e s a l e r s and o t h e r s u p p l y s o u r c e s used by r e t a i l e r s have 

been p r e s e n t e d and the na tu re o f the r e l a t i o n s h i p between r e t a i l e r s 

and s u p p l i e r s has been examined. I t i s now a p p r o p r i a t e to t u r n to 

the q u e s t i o n o f why r e t a i l e r s choose the p a r t i c u l a r s o u r c e s of s u p p l y 

t ha t they u se . Table 5 .9 shows t h a t s e l f - s e r v i c e r e t a i l e r s use p r i c e 

and q u a l i t y as two s e p a r a t e , i n d i v i d u a l c r i t e r i a more o f t e n than 

o t h e r r e t a i l e r s . A t o m i s t i c and ne i ghbo rhood r e t a i l e r s gave p r i c e 

and q u a l i t y t o g e t h e r as a rea son f o r pu rcha se more o f t e n than s e l f -

s e r v i c e r e t a i l e r s . 

On the o t h e r hand, g r e a t e r pe r cen t age s o f the a t o m i s t i c r e t a i l -

e r s than o f o t h e r types saw p u n c t u a l i t y - g o o d s e r v i c e , c r e d i t , and 

t r u s t - f r i e n d s h i p as major r e a s on s f o r u s i n g a p a r t i c u l a r s u p p l i e r . 

Of a l l the r e t a i l t y p e s , s e l f - s e r v i c e r e t a i l e r s c o n s i d e r e d these 

l a t t e r r ea son s as l e a s t impo r t an t c r i t e r i a . The d i f f e r e n c e between 

the a t o m i s t i c and s e l f - s e r v i c e r e t a i l e r s i n r e a s on s f o r s u p p l i e r use 



are a p p a r e n t , w i t h the ne i ghbo rhood r e t a i l e r s f a l l i n g i n between 

the two. Toward the a t o m i s t i c s i d e , t r u s t - f r i e n d s h i p and c r e d i t 

are i m p o r t a n t to the ne i ghbo rhood r e t a i l e r , w h i l e p r i c e and q u a l i t y 

c o n s i d e r a t i o n s are the most r e l e v a n t d e c i s i o n f a c t o r s at the s e l f -

s e r v i c e end of the cont inuum. 

Tab le 5.9 c o n t a i n s s e v e r a l o t h e r i n d i c a t i o n s o f r e t a i l e r s ' 

f e e l i n g s about s u p p l y p r i c e s wh ich c l a r i f y the above p r i c e - q u a l i t y 

r e l a t i o n s h i p . When asked s p e c i f i c a l l y about the p r i c e - q u a l i t y 

r e l a t i o n s h i p , few r e t a i l e r s o f any type s a i d t h a t they bought f o r 

l o w e s t p r i c e o n l y , d i s r e g a r d i n g q u a l i t y ( 17% , 13% and 7% o f atom-

i s t i c , n e i g h b o r h o o d and s e l f - s e r v i c e r e t a i l e r s , r e s p e c t i v e l y , 

bought f o r p r i c e o n l y ) . Of the a t o m i s t i c r e t a i l e r s and n e i g h b o r -

hood r e t a i l e r s , 69% and 65%, r e s p e c t i v e l y , f e l t t h a t t h e i r s u p p l i e r s 

cha rged the h i g h e s t p r i c e s p o s s i b l e , w h i l e 57% o f the s e l f - s e r v i c e 

r e t a i l e r s f e l t t h i s . On the o t h e r hand, 71%, 57% and 71% of the 

a t o m i s t i c , n e i g h b o r h o o d and s e l f - s e r v i c e r e t a i l e r s , r e s p e c t i v e l y , 

f e l t t h a t s u p p l i e r s gave d i s c o u n t s to r e g u l a r c u s t ome r s . 

Most r e t a i l e r s t r i e d to buy un i f o rm q u a l i t y from week to week 

and 82% of a l l r e t a i l e r s f e l t t h e i r c o l l e a g u e s knew how to e v a l u a t e 

q u a l i t y . D i f f e r e n c e s between types were not s t a t i s t i c a l l y s i g n i f i -

c an t . 

A t o m i s t i c r e t a i l e r s i n d i c a t e d t h a t they used a l l t h e i r r e s o u r c e s 

f o r s t o c k when asked i f they bought a l l the p r oduc t they cou l d pay 

f o r and i f they cou l d s e l l a l l t h a t they c o u l d a f f o r d to buy. Most 

s e l f - s e r v i c e r e t a i l e r s d i d not do t h i s (Tab le 5 . 9 ) . Ne i ghbo rhood 

r e t a i l e r s , as b e f o r e , f e l l i n between the o t h e r two g r o u p s . When 

a sked i f they t r i e d to buy enough to s a t i s f y a l l demands o r i f they 

on l y bought what they were a s s u r e d o f s e l l i n g , most s e l f - s e r v i c e 

r e t a i l e r s chose the f o r m e r , w h i l e the a t o m i s t i c r e t a i l e r s chose the 

l a t t e r . Ne i ghbo rhood r e t a i l e r s were i n the midd le a g a i n . These r e -

s u l t s are p r e d i c t a b l e , s i n c e the a t o m i s t i c r e t a i l e r does not have 

c o n d i t i o n s f o r s t o r a g e and has a low r e s o u r c e l e v e l w i t h which to 

make p u r c h a s e s . 

C o n d i t i o n s such as f i n a n c i a l r e s o u r c e s and buy i ng volume d e t e r -

mine the degree o f cho i ce each r e t a i l e r has i n c h o o s i n g among s u p p l y 

a l t e r n a t i v e s . Su r vey data s u p p o r t the n o t i o n t h a t , l a c k i n g the above, 

the a t o m i s t i c r e t a i l e r has l i t t l e c o n t r o l o ve r h i s o p e r a t i o n a l en -

v i r o n m e n t , w h i l e the s e l f - s e r v i c e r e t a i l e r s does to a g r e a t e r e x t e n t . 

C o m m u n i c a t i o n s - r e l a t e d P r a c t i c e s and D e c i s i o n Ru le s 

Communicat ion i n t e r a c t i o n s are e v i d e n t i n the d i s t r i b u t i o n 

channel between the r e t a i l e r and h i s s u p p l i e r . Of the a t o m i s t i c , 



ne i ghbo rhood and s e l f - s e r v i c e r e t a i l e r s , 63%, 52% and 49%, r e s p e c -

t i v e l y , t hough t t h a t most r e t a i l e r s i n t h e i r group t o l d s u p p l i e r s 

what p r o d u c t s t h e i r cus tomers wanted. S i x t y - e i g h t pe r cen t o f the 

a t o m i s t i c , 74% of the ne i ghbo rhood and 95% o f the s e l f - s e r v i c e r e -

t a i l e r s f e l t t h a t t h e i r s u p p l i e r s t r i e d to o f f e r the p r o d u c t s t h a t 

the r e t a i l e r s wanted. 

Tab le 5 .10 p r e s e n t s an i ndex of t o t a l mass media exposu re 

and o f exposu re to the i n d i v i d u a l media o f r e t a i l e r s by t ype . 

C l e a r l y , s e l f - s e r v i c e r e t a i l e r s had more o v e r - a l l e xpo su re to the 

mass media than the o t he r r e t a i l t ype s and a t o m i s t i c r e t a i l e r s 

had the l e a s t . When i n d i v i d u a l media were c o n s i d e r e d , s e l f - s e r v i c e 

r e t a i l e r s had the h i g h e s t e xpo su re to p r i n t e d media and t e l e v i s i o n 

but the l owe s t exposu re to r a d i o . The use o f mass media i s one way 

to reach r e t a i l e r s w i t h i n f o r m a t i o n and o the r p e r s u a s i v e messages 

about change. The d a t a , however , i n d i c a t e t h a t many r e t a i l e r s 

c o u l d not be e f f e c t i v e l y o r c o n s i s t e n t l y reached by any s i n g l e mass 

medium. The e x c e p t i o n to t h i s i s the s e l f - s e r v i c e r e t a i l e r g r o u p , 

who seem to watch t e l e v i s i o n r e g u l a r l y . 

P r a c t i c e s and D e c i s i o n Ru le s Re l a t ed to B u s i n e s s O p e r a t i o n 

The d i s c u s s i o n of p r i c i n g p r a c t i c e s p o i n t e d out the na tu re o f 

c o m p e t i t i o n among the r e t a i l t y p e s . F u r t h e r data on the c o m p e t i t i v e 

p r a c t i c e s o f the r e t a i l e r s i s p r o v i d e d i n Tab le 5 .11 under c oope r a -

t i o n c h a r a c t e r i s t i c s . F o r t y - s i x pe r cen t o f the a t o m i s t i c r e t a i l e r s 

e n t e r e d i n t o c o o p e r a t i v e agreements on b u s i n e s s p r a c t i c e s w i th o t h e r 

r e t a i l e r s compared to 34% o f the n e i g h b o r h o o d r e t a i l e r s and 7% o f 

the s e l f - s e r v i c e r e t a i l e r s . N o t a b l y , 65% o f the agreements made by 

a t o m i s t i c r e t a i l e r s and 62% of tho se made by ne i ghbo rhood r e t a i l e r s 

conce rned p r i c e , w h i l e none o f the s e l f - s e r v i c e r e t a i l e r s made p r i c e 

ag reement s . T h i s s u p p o r t s the e a r l i e r c o n c l u s i o n t ha t a t o m i s t i c 

r e t a i l e r s do not p e r c e i v e t h a t they are i n c o m p e t i t i o n w i th o t h e r 

r e t a i l e r s , w h i l e s e l f - s e r v i c e r e t a i l e r s do f ee l c o m p e t i t i v e f o r c e s . 

F i f t y - o n e pe r cen t o f the a t o m i s t i c r e t a i l e r s be long to an 

a s s o c i a t i o n ( F e i r a n t e s Union o f Pernambuco) , w h i l e 24% and 30% o f 

the ne i ghbo rhood and s e l f - s e r v i c e r e t a i l e r s , r e s p e c t i v e l y , be l onged 

to t r ade a s s o c i a t i o n s . Three o f the s i x l a r g e s t r e t a i l e r s were 

a s s o c i a t i o n members. The f a c t t ha t s o many of the a t o m i s t i c r e t a i l -

e r s be long to a un ion i s i m p o r t a n t i n terms o f a p o s s i b l e method o f 

r e a c h i n g these r e t a i l e r s w i t h new i d e a s or o r g a n i z e d change. 

A l l r e t a i l g roups f e l t t h a t l o c a t i o n was i m p o r t a n t . S u r p r i s -

i n g l y enough, a t o m i s t i c r e t a i l e r s most o f t e n ag reed w i th l o c a t i o n a l 

impo r t ance . L o c a t i o n i s a b u s i n e s s v a r i a b l e t h a t , w i t h i n the l i m i t s 
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of the m a r k e t s , a t o m i s t i c r e t a i l e r s can c o n t r o l more r e a d i l y than 

l a r g e r f i x e d l o c a t i o n r e t a i l e r s . Good l o c a t i o n i s a c o n s t a n t con -

cern to the a t o m i s t i c r e t a i l e r s because they have to deal w i t h 

o b t a i n i n g a l o c a t i o n each week. 

The r e t a i l e r s were asked what they would do w i th a sum of 

money equal to a y e a r ' s income i f i t were g i v e n to them. Tab le 

5 .11 shows t h a t 71% of the s e l f - s e r v i c e r e t a i l e r s , 4 out of 5 very 

l a r g e r e t a i l e r s , 62% of the ne i ghbo rhood r e t a i l e r s and 37% o f the 

a t o m i s t i c r e t a i l e r s would be w i l l i n g to i n v e s t the money i n t h e i r 

own b u s i n e s s e s . The r e spon se o f the a t o m i s t i c r e t a i l e r s i s s i g n i -

f i c a n t i n t h a t i t i n d i c a t e s once a ga i n t ha t these r e t a i l e r s do not 

t h i n k i n terms o f compet ing w i th o t he r r e t a i l e r s o r o f g e t t i n g 

ahead. I t s h o u l d be noted t h a t , because they cannot accumulate 

c a p i t a l , these r e t a i l e r s are under p r e s s u r e to use w i n d f a l l g a i n s 

f o r home consumpt ion . 

F i n a l l y , the r e a d i n e s s of r e t a i l e r s to adopt new p r a c t i c e s 

i s i n d i c a t e d i n Tab le 5 . 1 1 . R e t a i l e r s were asked i f they marked 

p r i c e s , s o l d p r oduc t s t h a t were new on the ma rke t , or p r o t e c t e d 

p r o d u c t s from s p o i l a g e by s h a d i n g them from the sun ( s t r e e t f a i r 

o p e r a t o r s o n l y ) or c o n t r o l l i n g r a t s and i n s e c t s ( o t h e r r e t a i l e r s ) . 

C l e a r l y , the s e l f - s e r v i c e r e t a i l e r s were f a r more w i l l i n g and ab le 

to a d j u s t to the chang i n g R e c i f e market . 

Conc lu s i ons 

I n the s tudy of r e t a i l p r a c t i c e s and d e c i s i o n r u l e s , a n a l y s i s 

of p r i c e p r a c t i c e s i n d i c a t e s t ha t s e l f - s e r v i c e r e t a i l e r s are more 

l i k e l y to pas s on p r i c e advan tage s to t h e i r c u s t ome r s . They are 

a l s o more w i l l i n g to compete a g g r e s s i v e l y on a p r i c e b a s i s by l o o k -

i n g f o r ways to reduce p r i c e . The a n a l y s i s o f s u p p l y p r a c t i c e s 

p o i n t s up the f a c t t h a t s e l f - s e r v i c e r e t a i l e r s have more c h o i c e s 

and a l t e r n a t i v e s w i t h which to g a i n s u p p l y and p r i c e a d v a n t a g e s . 

F i n a l l y , s e l f - s e r v i c e r e t a i l e r s seem more w i l l i n g to i n n o v a t e and 

r e i n v e s t i n t h e i r b u s i n e s s e s . These i m p l i c a t i o n s w i l l be a m p l i f i e d 

as p e r c e i v e d and i n t e r n a l l i m i t a t i o n s are d i s c u s s e d . However, 

be fo re t u r n i n g to t h a t s e c t i o n , i t i s n e c e s s a r y to s t udy the p e r -

formance of the v a r i o u s t ypes o f r e t a i l e r s . 

Per formance C h a r a c t e r i s t i c s o f Food R e t a i l e r s 

Two major q u e s t i o n s about food r e t a i l e r s are y e t unanswered: 

f i r s t , what f u n c t i o n s and s e r v i c e s do the r e t a i l e r s per fo rm f o r 

whom; and s e cond , how wel l do they pe r fo rm these f u n c t i o n s ? 



F u n c t i o n s and S e r v i c e s Per formed by R e t a i l e r s 

Be fo re o u t l i n i n g the f u n c t i o n s and s e r v i c e s o f the R e c i f e 

r e t a i l e r s , i t i s o f i n t e r e s t to know f o r whom the s e r v i c e s are 

i n t e n d e d . The answer seems o b v i o u s : consumers . However, some 

r e t a i l e r s s e l l to o t h e r bu s i ne s smen as w e l l . Tab le 5.12 shows 

t h a t 10% o f the a t o m i s t i c r e t a i l e r s and 3% o f the n e i g h b o r h o o d 

r e t a i l e r s s e l l at l e a s t 25% of t h e i r volume to o the r bu s i ne s smen . 

The rema inder goes d i r e c t l y to con sumer s , as do a l l s e l f - s e r v i c e 

s t o r e s a l e s . 

I t i s i n t e r e s t i n g to note t h a t the s m a l l e r the r e t a i l e r the 

more he f e e l s t h a t consumers are p o w e r f u l . Th i s c o n c l u s i o n i s 

based on an i ndex o f p e r c e i v e d customer power (Tab le 5 . 1 2 ) . 

The next t a s k i s to unde r s t and the f u n c t i o n s t h a t each type 

o f r e t a i l e r p e r f o r m s . A l l r e t a i l e r s pe r fo rm a t r a n s a c t i o n a l f u n c -

t i o n and a b u l k - b r e a k i n g f u n c t i o n . S i n c e the l a t t e r i s a d i r e c t 

f u n c t i o n o f the r e t a i l e r s ' pu rcha se s i z e , the magn i tude o f the b u l k -

b r e a k i n g f u n c t i o n i s much g r e a t e r f o r s e l f - s e r v i c e r e t a i l e r s than 

f o r a t o m i s t i c r e t a i l e r s . F u r t h e r , i t has a l r e a d y been documented 

t ha t many r e t a i l e r s accept the r e s p o n s i b i l i t y f o r t r a n s p o r t i n g 

p r o d u c t s from s u p p l i e r s to t h e i r own p l a ce o f b u s i n e s s . F i n a l l y , 

eve ry r e t a i l e r has a l o c a t i o n a l f u n c t i o n . Those t ype s o f r e t a i l i n g 

which a gg rega te volume by d e f i n i t i o n f o r c e the consumer to go 

g r e a t e r d i s t a n c e s than does the r e t a i l e r type t h a t s p r ead s many 

sma l l u n i t s i n t o r e s i d e n t i a l a r e a s . Hence, ne i g hbo rhood r e t a i l e r s 

p l a y a more i m p o r t a n t l o c a t i o n a l f u n c t i o n as a g roup than do e i t h e r 

the s e l f - s e r v i c e o r a t o m i s t i c r e t a i l e r s , who i n the f i r s t i n s t a n c e 

a g g r e g a t e s a l e s and i n the second a g g r e g a t e s e l l i n g u n i t s . 

Other s e r v i c e s t ha t r e t a i l e r s pe r fo rm f o r the consumer were 

p r e s e n t e d i n the chap te r on R e c i f e consumers as r e a s on s why s h o p -

pe r s use v a r i o u s o u t l e t s . These i n c l u d e c l e a n l i n e s s , q u a l i t y p r o d -

u c t s , v a r i e t y , s e r v i c e , e t c . However, i t i s b e t t e r to l e t the con -

sumer judge these than to ask the r e t a i l e r to do s o . I n c o n s i d e r i n g 

a c tua l p r a c t i c e s such as g i v i n g cus tomers c r e d i t , d e l i v e r i n g pu r cha se s 

and s t a y i n g open f o r consumer c o n v e n i e n c e , r e t a i l e r p e r c e p t i o n s are 

c l e a r e r than those of consumers . 

As was to be e xpec ted , 61% of the ne i ghbo rhood s t o r e r e t a i l -

e r s gave c r e d i t to some of t h e i r c u s t o m e r s , wh i l e 20% and 26% o f 

the a t o m i s t i c and s e l f - s e r v i c e r e t a i l e r s , r e s p e c t i v e l y , d i d s o . 

None o f the s i x l a r g e s t r e t a i l e r s gave c r e d i t . The f o l l o w i n g b r e a k -

down shows the e x t e n t o f the c r e d i t s e r v i c e s o f the ne i ghbo rhood 

r e t a i l e r s : o f tho se g i v i n g c r e d i t , 68% gave about a f o u r t h o f t h e i r 
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cus tomers c r e d i t , 19% gave h a l f of t h e i r cus tomers c r e d i t , and 13% 

gave t h r e e - f o u r t h s o f t h e i r cus tomers c r e d i t . 

S i x t y - t h r e e pe r cen t o f the s e l f - s e r v i c e r e t a i l e r s d e l i v e r e d 

goods f o r t h e i r c u s t o m e r s , w h i l e 12% and 8% o f the ne i ghbo rhood 

and a t o m i s t i c r e t a i l e r s , r e s p e c t i v e l y , d i d s o . Four out o f the 

s i x l a r g e s t r e t a i l e r s d e l i v e r e d p u r c h a s e s . 

Other r e t a i l f u n c t i o n s he lp e x p l a i n the e x i s t e n c e o f the 

v a s t number o f ne i g hbo rhood s t o r e s . F i r s t , the se r e t a i l e r s p r o -

v i de a r e l a t i v e l y wide a s s o r t m e n t o f p r o d u c t s as compared w i t h 

a t o m i s t i c r e t a i l e r s . Second , they p r o v i d e these p r o d u c t s w i t h i n 

easy w a l k i n g d i s t a n c e o f most consumers . As most con sumer s , e s -

p e c i a l l y the p o o r , do not have acce s s to c o n v e n i e n t t r a n s p o r t a t i o n , 

t h i s s p a t i a l f u n c t i o n tends to g i v e the ne i ghbo rhood r e t a i l e r p a r -

t i a l monopoly power, a l l o w i n g him to p r i c e r e l a t i v e l y i n d e p e n d e n t l y 

o f o t h e r r e t a i l e r s . T h i r d l y , the ne i ghbo rhood r e t a i l e r s keep t h e i r 

b u s i n e s s e s open l ong hours (mean of 86 hour s per week as compared 

to 58 hour s f o r s e l f - s e r v i c e s t o r e s and 52 hours f o r the s i x l a r g e s t 

r e t a i l e r s ) to o b t a i n cus tomers who shop at odd h o u r s . Ne i ghbo rhood 

s t o r e s a l l ow f r e q u e n t sma l l p u r c h a s e s , whereas the a t o m i s t i c r e t a i l -

e r and the s e l f - s e r v i c e r e t a i l e r both r e q u i r e l a r g e r volume p u r c h a s -

i n g due to the i n c o n v e n i e n c e o f l o c a t i o n and h o u r s . 

Measu re s o f R e t a i l Per formance 

I t i s now r e l e v a n t to t u r n to the q u e s t i o n o f how wel l the 

v a r i o u s r e t a i l e r s s e r ve the community and the development p r o c e s s . 

I t s h o u l d be noted t h a t none of the measures used are a b s o l u t e 

because the v a r i o u s r e t a i l e r s per fo rm d i f f e r e n t f u n c t i o n s . However, 

a gene ra l compar i s on o f economic v a r i a b l e s can be made. 

P r i c e s to Consumers - I f any one economic measure pe rvades the 

s y s t e m , i t i s the p r i c e of goods charged to the consumer. But even 

the se p r i c e s f a i l to i n d i c a t e what e f f e c t the i n s t i t u t i o n s have on 

s u p p l y . Thu s , o n l y consumer b e n e f i t i s measured. A l s o , q u a l i t y must 

be measured a l o n g w i th p r i c e to g i v e the p r i c e s mean ing . F u r t h e r , 

to measure p r i c e d i f f e r e n c e s , i t i s n e c e s s a r y to measure the rea l 

p r i c e s pa i d a f t e r b a r g a i n i n g and c h e a t i n g . Thus a s p e c i a l market 

b a s k e t p r i c e s t u d y was made to determine rea l p r i c e and q u a l i t y d i f -

f e r e n c e s . Two s e t s o f market b a s k e t s were pu r cha sed by s hoppe r s o f 

v a r y i n g backg rounds at a two-week i n t e r v a l . The rea l p r o d u c t w e i g h t s 

as de te rm ined by r e w e i g h i n g a f t e r pu r cha se were d i v i d e d i n t o the rea l 

c o s t s as de te rmined by e x p e n d i t u r e s to g i v e a r ea l p r i c e f o r each 

commodity i n the market b a s k e t . 



The on l y r e t a i l type which d i f f e r e d from the s y s tem-w ide 

means was the s e l f - s e r v i c e s t o r e (Tab le 5 . 1 3 ) . I t s h o u l d be noted 

t ha t the s y s tem-w ide means i n c l u d e d the s e l f - s e r v i c e r e s p o n s e s as 

w e l l . Not a l l o f the se s e l f - s e r v i c e r e t a i l e r s c a r r i e d the f u l l 

b a s k e t o f c ommod i t i e s , so i t i s n e c e s s a r y to i n d i c a t e the number 

of samples o f each commodity t a ken . F u r t h e r , the f o u r s e l f - s e r v i c e 

s t o r e s were among the l a r g e r volume group o f a l l s e l f - s e r v i c e 

s t o r e s . These f o u r s t o r e s were s e l e c t e d because of g e o g r a p h i c a l 

d i s p e r s i o n t h rough the c i t y . 

The q u a l i t y o f the commodi t ies was judged on a t h r e e - p o i n t 

s c a l e a r b i t r a r i l y s e t up f o r each commodity. No u s ab l e s t a n d a r d -

i z e d g rades e x i s t i n the s y s t em. On t h i s s c a l e , 1 r e p r e s e n t e d 

poor q u a l i t y , 2 r e p r e s e n t e d mediocre q u a l i t y , and 3 equa led good 

q u a l i t y . The q u a l i t y s t a n d a r d s were r e l a t i v e , so i t was n e c e s s a r y 

to en su re t h a t a l l commodit ies of one type were judged by the same 

i n s p e c t o r . To f u r t h e r s t r e n g t h e n the j u d g i n g p r o c e s s , an e x p e r t 

t r a i n e d i n food h a n d l i n g and p r o c e s s i n g was p l a c e d i n charge o f 

s e t t i n g s t a n d a r d s and i n s p e c t i n g . T h i s e x p e r t a l s o i n s p e c t e d the 

d i f f i c u l t - t o - j u d g e food c a t e g o r i e s , such as mea t s , where a knowl -

edge o f beef f i b e r s t r u c t u r e was needed. Most o f the f r u i t and 

v e g e t a b l e s were j udged on the b a s i s o f f r e s h n e s s o r , c o n v e r s e l y , 

the degree o f s p o i l a g e . F i n a l l y , c e r e a l s were judged on t y p e , im-

p u r i t i e s and s p o i l a g e . 

Be fo re s p e c i f i c c o n c l u s i o n s can be made c o n c e r n i n g p r i c e 

l e v e l s between the sy s tem as a whole and s e l f - s e r v i c e r e t a i l e r s , 

i t i s n e c e s s a r y to determine i f t he re are q u a l i t y d i f f e r e n c e s 

between the two. The W i l coxen S i g n e d Rank Te s t was used to d e t e r -

mine i f the q u a l i t y o f the f o u r s e l f - s e r v i c e s t o r e s sampled was 

d i f f e r e n t from t h a t o f the t o t a l r e t a i l s y s tem. T h i s t e s t compares 

the p r o d u c t means o f each g r o u p . With a .05 chance o f e r r o r , the 

q u a l i t i e s o f the two g roups o f means were from d i f f e r e n t p o p u l a t i o n s , 

w i t h the mean q u a l i t y of the f o u r s e l f - s e r v i c e s t o r e s be ing h i g h e r . 

L i k e w i s e , the h y p o t h e s i s t h a t the Bom Prego p r oduc t q u a l i t y i s b e t -

t e r than the r e t a i l s y s tem mean can be accepted at the .05 l e v e l o f 

s i gn i f i cance. 

C l e a r l y , the f o u r s e l f - s e r v i c e s t o r e s u s u a l l y s o l d at lower 

p r i c e s f o r goods o f b e t t e r q u a l i t y . The e x c e p t i o n s were r i c e 

(which s o l d f o r 2 .6% more i n s e l f - s e r v i c e s t o r e s f o r the same mean 

q u a l i t y ) , c h i c k e n s (which were 13.3% h i g h e r , though t h i s was f o r 

b e t t e r q u a l i t y p l u c ked and c l eaned c h i c k e n s vs l i v e c h i c k e n s ) , and 

cheese (which was 5.2% h i g h e r i n p r i c e but o f c o n s i d e r a b l y h i g h e r 

q u a l i t y ) . I t i s i n t e r e s t i n g to note t h a t the l a r g e s t s e l f - s e r v i c e 
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r e t a i l e r , Bom P r e s o , s o l d at p r i c e s t h a t were lower than the sy s tem 

means i n a l l ca se s except f o r c h i c k e n s , where a d d i t i o n a l q u a l i t y 

and s e r v i c e s were added. On c r i t i c a l s t a p l e i t e m s , the s e l f - s e r v i c e 

r e t a i l e r s g e n e r a l l y u n d e r p r i c e d the s y s t e m , w i t h the e x c e p t i o n o f 

r i c e . I t i s i n t e r e s t i n g to note t h a t t ho se s e l f - s e r v i c e s t o r e s t h a t 

hand led f r u i t s and v e g e t a b l e s c o n s i s t e n t l y u n d e r p r i c e d the s y s t e m , 

and, w i t h the e x c e p t i o n o f l e t t u c e , gave as good o r b e t t e r q u a l i t y . 

T h u s , i t may be conc l uded t h a t s e l f - s e r v i c e r e t a i l e r s can and do, 

on the who l e , b r i n g to the consumer b e t t e r q u a l i t y and lower p r i c e s 

on s e l e c t e d s t a p l e and p e r i s h a b l e f o o d s . I t s h o u l d be remembered 

t h a t , s i n c e manioc f l o u r and beans make up the l a r g e s t p a r t o f the 

consumpt ion o f the lower income con sumer s , p r i c e dec rea se s on these 

i tems have the g r e a t e s t e f f e c t on the income o f t h a t consumer g r o u p . 

One of the i m p o r t a n t per formance measures among the v a r i o u s 

t ypes o f r e t a i l e r s i s the degree to which s p o i l a g e o c c u r s . S p o i l a g e 

i n any form i s a symptom o f i n e f f i c i e n t o p e r a t i o n and i s a d i r e c t 

l o s s to the economic s y s tem. An i n v e n t o r y o f p r oduc t s r e p r e s e n t s 

va lue t ha t has been c r e a t e d by the economic s y s t e m ; s p o i l a g e reduces 

t h a t va l ue by some amount, r e s u l t i n g i n economic l o s s . The consumer 

pays more f o r poo re r q u a l i t y and the r e t a i l e r has h i s p r o f i t squeezed . 

There are two degrees of s p o i l a g e which s h o u l d be no ted . F i r s t , goods 

may s p o i l but remain s a l a b l e a t reduced p r i c e s . The c r i t e r i a used 

f o r t h i s k i n d o f s p o i l a g e i s the r e d u c t i o n o f p r i c e to c o s t o r below 

because o f s p o i l a g e . Second , goods may s p o i l to the e x t e n t t h a t 

they are u n s a l a b l e at any p r i c e . The amount o f s p o i l a g e f o r the 

s e v e r a l r e t a i l t ypes i s p r e s e n t e d i n Tab le 5 . 14 . 

The method o f e s t i m a t i n g these two s p o i l a g e r a t e s was to ask 

the re spondent to e s t i m a t e the number o f u n i t s / h u n d r e d t h a t he s o l d 

at e i t h e r h i s pu r cha se p r i c e or lower because o f s p o i l a g e , s h r i n k a g e 

o r rodent damage. The same q u e s t i o n was then repeated f o r the number 

of u n i t s t h a t he l o s t or c ou l d not s e l l at any p r i c e . 

Tab le 5 .14 shows the d i f f e r e n t s p o i l a g e r a t e s f o r s e l e c t e d com-

m o d i t i e s . R ice t y p i f i e s the k i n d o f s p o i l a g e f i g u r e s f o r the c e r e a l s 

g roup o f commod i t i e s . For s p o i l e d but s a l a b l e r i c e , the a t o m i s t i c , 

n e i g h b o r h o o d and s e l f - s e r v i c e r e t a i l e r s r e p o r t e d 7 . 4 % , 1.2% and .5% 

s p o i l a g e r a t e s , r e s p e c t i v e l y . U n s a l a b l e s p o i l a g e r a t e s were r e p o r t -

ed to be 2 . 5 % , .8% and .5% , r e s p e c t i v e l y . The s p o i l a g e r a t e s f o r 

p e r i s h a b l e s , as demons t ra ted by banana s , was much g r e a t e r . S p o i l e d 

but s a l a b l e bananas made up 26.4% and 11.7% o f the volume o f a t o m i s t i c 

and n e i g h b o r h o o d r e t a i l e r s , r e s p e c t i v e l y , and the u n s a l a b l e s p o i l a g e 

r a t e s f o r t he se r e t a i l e r s were 12.1% and 9 . 7 % , r e s p e c t i v e l y . 
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I t i s u s e f u l to combine the s p o i l a g e r a t e s f o r r i c e , beans 

and manioc f l o u r i n t o one s p o i l a g e r a te f o r compar i son o f the 

t ypes o f r e t a i l e r s . I t i s assumed t ha t s p o i l e d but s a l a b l e goods 

are reduced i n p r i c e on the average of 20%. Thu s , the l o s s to 

the s y s tem from such goods i s 20% t imes the pe rcen tage o f s p o i l a g e . 

Th i s f i g u r e i s then added to the u n s a l a b l e s p o i l a g e to g i v e an 

o v e r - a l l l o s s f i g u r e . T h i s o v e r - a l l l o s s f i g u r e can then be com-

b i ned a c r o s s p r oduc t type l o s s e s by w e i g h t i n g by volume o f s a l e s . 

For a t o m i s t i c , n e i g hbo rhood and s e l f - s e r v i c e r e t a i l e r s , the combined 

mean s p o i l a g e l o s t to the s y s tem f o r r i c e , beans and manioc f l o u r 

i s 4 . 6 % , 1.1% and 0 . 5 % , r e s p e c t i v e l y . 

Thu s , the a t o m i s t i c r e t a i l e r s had remarkab l y h i g h s p o i l a g e 

r a t e s , w h i l e the ne i ghbo rhood s t o r e s tended to have h i g h e r s p o i l a g e 

r a t e s than t ho se o f the s e l f - s e r v i c e r e t a i l e r s . I t i s i n t e r e s t i n g 

t h a t the s i x l a r g e s t r e t a i l e r s had v i r t u a l l y no s p o i l a g e f o r r i c e , 

beans and manioc f l o u r . T h u s , one o f the weaknes ses o f a t o m i s t i c 

r e t a i l e r s i s the l o s s to the economic s y s tem which o c cu r s a t t h i s 

d i s t r i b u t i o n l e v e l . The r e t a i l e r cannot be t o t a l l y blamed f o r the 

s p o i l a g e , however, s i n c e poor p r a c t i c e s back i n the channel may 

s i g n i f i c a n t l y s h o r t e n p roduc t l i f e . 

P r i c e M a r g i n s - A l t hough p r i c e ma rg i n s are o f t e n used as mea-

s u r e s o f e f f i c i e n c y , they have some i n h e r e n t problems o f concept 

an d measurement. Such i s the case he re . The method used to c o l l e c t 

marg i n s i n t h i s s t udy was to ob se rve and/or ask what the a c t ua l 

s e l l i n g p r i c e s o f each q u a l i t y of s e l e c t e d commodit ies were. F u r -

t h e r , the amount the r e t a i l e r p a i d f o r each q u a l i t y was o b t a i n e d , 

a l ong w i th the amount he bought i n h i s l a s t pu rcha se and how o f t en 

he pu r cha sed t h a t type of commodity. Each pu rcha se p r i c e was s u b -

t r a c t e d from each s e l l i n g p r i c e f o r each commodity type and q u a l i t y 

l e v e l and was then e x p r e s s e d as a pe r cen tage of s e l l i n g p r i c e . 

These marg i n s were then we i gh ted by volume per day , o b t a i n i n g a 

mean marg in by commodity. These marg in s were then combined to ge t 

mean commodity marg in s by r e t a i l t y pe . I t s h o u l d be p o i n t e d ou t 

t h a t reduced s a l e s p r i c e s f o r p a r t l y s p o i l e d but s a l a b l e goods a f -

f e c t e d the marg in e s t i m a t e s . Hence, n e g a t i v e and reduced ma rg i n s 

due to s p o i l a g e were ave raged i n t o the o v e r - a l l marg in f i g u r e s . 

Though the l a r g e r s e l f - s e r v i c e s t o r e s have lower p r i c e s , they 

do not have lower marg i n s (Tab le 5 . 1 5 ) . However, i n t e r p r e t a t i o n o f 

these m a r g i n s , as e x p l a i n e d above , must take i n t o account s e v e r a l 

f a c t o r s . F i r s t , i t must be remembered t h a t most o f the s e l f - s e r v i c e 

s t o r e s are c o n v e r t e d n e i g h b o r h o o d s t o r e s w i t h h i g h e r f i x e d c o s t s i n 



terms o f f i x t u r e s and equ ipment , y e t most s t i l l l a ck the h i g h 

vo lume, low marg in m e r c h a n d i s i n g p o l i c y which pe rm i t s i n c r e a s e d 

revenues to cove r i n c r e a s e d c o s t s . 

Tab le 5 .15 Mean P r i c e 
Commodi t i e s 

M a r g i n s f o r S e l e c t e d 
by R e t a i l Type 

P roduc t Atomi s t i c 
Reta i l e r s 

% 

Nei ghborhood 
Re ta i 1 e r s 

% 

S e l f - S e r v i ce 
R e t a i l e r s 

% 

Ri ce 11 .8 10 .5 15.2 

Beans 13.0 12.2 16 .5 

Mani oc 16.7 13 . 8 16 .6 

L i q u i d M i l k N. A. 7 .4 N. A. 

F resh Meat 13.7 20 .0 N. A. 

P o u 11 ry 13 .5 17.9 9 . 3 

Eggs 9 . 8 11.4 12.6 

Bananas 19 .4 23 .4 - -

Tomatoes 22 .4 18 .8 - -

SOURCE: SUDENE/MSU R e t a i l e r Su r vey ( 1 9 6 7 ) . 

Second , o n l y one of the s e l f - s e r v i c e r e t a i l e r s was o b s e r v e d 

to have g r a s p e d the concept o f "mixed m a r g i n s , " which uses dec rea sed 

ma rg i n s o r h i gh volume s t a p l e foods to draw i n c r e a s e d volume w h i l e 

making up the d i f f e r e n c e on such h i gh marg in goods as c o sme t i c s and 

o t h e r n o n - f o o d s . Thus , one o f the p o t e n t i a l s t r a t e g i e s o f the 

m u l t i - p r o d u c t r e t a i l e r has not y e t been u t i l i z e d by t h i s g r oup . 

T h i r d and most i m p o r t a n t l y , marg in s were based on p r i c e s i n 

e f f e c t a t the t ime o f the i n t e r v i e w and the r e t a i l e r s ' most r ecen t 

s u p p l y p r i c e . T h u s , a s y s t e m a t i c b i a s was i n t r o d u c e d because of 

s p o i l a g e . For the s e l f - s e r v i c e r e t a i l e r s who, as seen above , e x -

p e r i e n c e d l i t t l e s p o i l a g e , the marg in r e f l e c t e d a f u l l marg i n f o r 

u n s p o i l e d good s . On the o t he r hand, the a t o m i s t i c and n e i g h b o r h o o d 

r e t a i l e r s had h i g h e r r a t e s of s p o i l a g e and thus the marg i n s c a l c u -

l a t e d on ac tua l p r e s e n t p r i c e were c o n s i d e r a b l y l ower due to the 

i n f l u e n c e o f the reduced p r i c e of the s p o i l e d commod i t i e s . 

Thu s , i t i s d i f f i c u l t to draw p r e c i s e c o n c l u s i o n s based on a 

compar i son of marg in s between the r e t a i l t y p e s . C l e a r l y , i f s i m p l e 

p r i c e marg in s are compared, the s e l f - s e r v i c e s t o r e s have h i g h e r 



m a r g i n s . But i f the q u a l i t y o f the p r o d u c t s t h a t the consumer 

r e c e i v e d i s c o n s i d e r e d , these ma rg i n s become q u e s t i o n a b l e as mea-

s u r e s o f v a l u e . That i s , the s p o i l a g e which i s a l o s s to the 

s y s tem caused by poor p r a c t i c e s and i n e f f i c i e n c y of the r e t a i l e r s 

and the d i s t r i b u t i o n channel makes the se same r e t a i l e r s look 

s p u r i o u s l y e f f i c i e n t by c a u s i n g them to reduce t h e i r p r i c e s to 

s e l l the s p o i l e d good s . 

Growth - R e t a i l e r s were a sked i f i n the p a s t y e a r t h e i r s a l e s 

had i n c r e a s e d o r dec rea sed i n terms of p h y s i c a l volume and by how 

much. T h e i r r e s p o n s e s were combined i n t o a growth i ndex which 

ranged from 1 ( d e c r e a s e d a l o t ) to 5 ( i n c r e a s e d a l o t ) . No change 

was r e p r e s e n t e d by 3. Tab le 5.16 shows t h a t the a t o m i s t i c and 

n e i g h b o r h o o d r e t a i l e r s f e l t t h a t t h e i r volumes had d e c l i n e d s l i g h t l y , 

w h i l e the s e l f - s e r v i c e group f e l t some growth and the s i x l a r g e s t 

f e l t r a p i d g rowth . Tab le 5 .16 a l s o shows t h a t a l t h o u g h the a t o m i s -

t i c , n e i g h b o r h o o d and s e l f - s e r v i c e r e t a i l e r s expec ted some p h y s i c a l 

volume g r owth , the l a r g e s t s i x r e t a i l e r s expected s u b s t a n t i a l 

g r owth . I t i s i n t e r e s t i n g t h a t a l l r e t a i l t ypes f e l t o p t i m i s t i c 

f o r the f u t u r e . A g a i n , the l a r g e s t s e l f - s e r v i c e r e t a i l e r s seem to 

be making the most r a p i d i n r o a d s i n t o the r e t a i l s t r u c t u r e . 

Tab le 5.16 Changes 
by Type 

i n S a l e s Volume 
o f R e t a i l e r 

C h a r a c t e r i s t i cs Atomi s t i c 
Reta i 1 e r s 

Nei g h b o r . 
Reta i 1e r s 

S e l f - S e r . 
Re ta i 1e r s 

L a r g e s t 6 
Reta i 1 e r s 

I ndex o f s a l e s change 
l a s t y e a r 2 . 8 2 . 8 3 .2 4 . 3 

(1 = dec rea sed a l o t , 
3 = same, 
5 = i n c r e a s e d a l o t ) 

Index o f expec ted s a l e s 
change next y e a r 3 .2 3 .5 3 . 8 4 .6 

SOURCE: SUDENE/MSU R e t a i l e r S u r vey ( 1 9 6 7 ) . 

P r o d u c t i v i t y Measures - Two notewor thy p r o d u c t i v i t y measures 

are d e t a i l e d i n Tab le 5 . 1 7 . I n terms o f l a b o r use as a r e s o u r c e , 

the s e l f - s e r v i c e r e t a i l e r s had g r e a t e r s a l e s per man-hour than the 

o t h e r t y p e s , w i th ne i ghbo rhood s t o r e s be i ng the l e a s t e f f i c i e n t i n 

terms o f l a b o r u se . On the o t h e r hand, a t o m i s t i c r e t a i l e r s s o l d 



more per a s s e t v a l ue than d i d the o t h e r r e t a i l e r s , w i t h s e l f -

s e r v i c e r e t a i l e r s be ing l e a s t e f f i c i e n t i n t h i s r e g a r d . A s s e t 

va l ue was c o n s i d e r e d to be owned a s s e t s when s a l e s per a s s e t 

va lue was c a l c u l a t e d and was c o n s i d e r e d as a l l a s s e t s used i n the 

b u s i n e s s when the va lue added i ndex was computed. The r e s u l t s 

are as e x p e c t e d , w i th the c a p i t a l - i n t e n s i v e methods o f r e t a i l i n g 

showing b e t t e r use of l a b o r r e s o u r c e s and the l a b o r - i n t e n s i v e 

r e t a i l e r s showing more e f f i c i e n t use o f c a p i t a l ( i n t h i s c a s e , 

due to i t s l a c k o f u s e ) . 

Tab le 5 .17 P r o d u c t i v i t y Measures 
by Type o f R e t a i l e r 

P r o d u c t i v i t y Measures 
Atomi s t i c 
Ret ai 1 e r s 

% 

N e i g h b o r . 
Reta i 1 e r s 

% 

S e l f - S e r . 
R e t a i 1 e r s 

% 

Weekly S a l e s per Man-Hour : 

0 - 2 NCr$/h r . 
3 - 7 NCr$/h r . 
8 - ove r 

48 
31 
21 

75 
19 

6 

0 
20 
80 

Weekly S a l e s per NCr$ o f A s s e t 
V a l u e : 

0 - 369 
370 - 1 ,059 

1 ,060 - o ve r 

17 
41 
42 

71 
19 
10 

100 
0 
0 

SOURCE: SUDENE/MSU R e t a i l e r S u r vey ( 1 9 6 7 ) . 

Summary - I t seems c l e a r t h a t the s e l f - s e r v i c e r e t a i l e r s 

are making demons t rab le i n r o a d s i n t o the food ma r ke t i n g sy s tem i n 

terms o f reduced s p o i l a g e , lower p r i c e s and an i n c r e a s e d sha re o f 

t o t a l market s a l e s . However, i t remains u n c e r t a i n whether t he se 

f i r m s are more e f f i c i e n t i n t e r n a l l y than s m a l l e r s c a l e t r a d i t i o n a l 

o u t l e t s . The s t udy d i d show t h a t the l a r g e r r e t a i l e r s were s e l l -

i n g b e t t e r q u a l i t y p r o d u c t s f o r lower p r i c e s than the ave rage f o r 

o t h e r f i rms i n the s y s tem. I f these r e t a i l e r s are not more e f f i -

c i e n t i n t e r n a l l y , then they must be ab le to o b t a i n l ower p r i c e s 

from s u p p l i e r s t h r ough l a r g e - v o l u m e p u r c h a s i n g and pas s the s a v i n g s 

on to the consumer. 



L i m i t a t i o n s on R e t a i l Food 
M a r k e t i n g i n R e c i f e 

B a r r i e r s to Change 

Thus f a r , t h i s chap te r has b u i l t a backg round p i c t u r e o f food 

r e t a i l e r s t ha t ope ra te i n R e c i f e . The p r e s e n t s e c t i o n w i l l a t tempt 

to expand t h i s p i c t u r e to i n c l u d e some n o t i o n s of how the food r e -

t a i l e r i s c o n s t r a i n e d by h i s view of the economic and s o c i a l s y s tem 

and by some o f h i s p e r s ona l p r e d i s p o s i t i o n s . 

I t i s i m p o r t a n t to d i s t i n g u i s h at the o n s e t between the 

r e t a i l e r ' s p e r c e p t i o n o f h i s wo r l d and the a c t ua l l i m i t a t i o n s which 

e x i s t i n t h a t e n v i r o n m e n t - - w h a t the r e t a i l e r p e r c e i v e s and b e l i e v e s 

forms the b a s i s f o r h i s b e h a v i o r a l d e c i s i o n s r e g a r d l e s s of the a ccu -

racy of t he se p e r c e p t i o n s or b e l i e f s . Thu s , to u n d e r s t a n d why r e -

t a i l e r s do n o t , f o r example, t r y to i n c r e a s e volume and reduce c o s t s , 

i t i s n e c e s s a r y to s t udy t h e i r p e r c e p t i o n s and b e l i e f s as to what 

c o n s t r a i n s them. F u r t h e r , a n a l y s i s o f p o s s i b l e re fo rms d e s i g n e d to 

i n c r e a s e r e t a i l e r market e x p a n s i o n and use o f more e f f i c i e n t methods 

must take i n t o account these p e r c e p t i o n s and b e l i e f s . 

For c o n v e n i e n c e , " p e r c e i v e d b a r r i e r s " are d e f i n e d as t ho se 

p e r c e p t i o n s o r b e l i e f s which l i m i t the d e c i s i o n s o f r e t a i l e r s to 

i n c r e a s e volume and attempt to g a i n g r e a t e r p r o f i t s . 

For o r g a n i z a t i o n a l p u r p o s e s , b a r r i e r s have been broken down 

i n t o two s u b - g r o u p s as f o l l o w s : 

1. B a r r i e r s which are p e r c e p t i o n s o f e x t e r n a l c o n d i t i o n s 
to the d e c i s i o n - m a k e r which make the r i s k of i n c r e a s e d 
market p a r t i c i p a t i o n seem g r e a t e r than the expected 
va lue o f the i n c r e a s e d p a r t i c i p a t i o n . 

2. B a r r i e r s which are i n t e r n a l b e l i e f s or v a l u e s o f the 
d e c i s i o n - m a k e r which i n f l u e n c e h i s c a p a c i t y to make 
and implement market p a r t i c i p a t i o n d e c i s i o n s . I t i s 
impo r tan t to note tha t the i n t e r n a l b a r r i e r s are more 
b a s i c t h a n , and o f t e n c o l o r the p e r c e p t i o n s o f , e x t e r -
nal b a r r i e r s . 

Some notes on methodo logy need to be made be fo re the v a r i o u s 

b a r r i e r s are a n a l y z e d . P e r c e i v e d e x t e r n a l b a r r i e r s were o b t a i n e d 

i n two ways i n an attempt to deve lop a r e a l i s t i c l i s t . F i r s t , the 

r e sponden t s were asked a s e r i e s o f q u e s t i o n s ( r e s p o n s e y e s , d o n ' t 

know, o r no) about the l i m i t a t i o n s imposed on t h e i r e x p a n s i o n by 

v a r i o u s p o t e n t i a l b a r r i e r s . F u r t h e r , a s i m i l a r s e r i e s o f q u e s t i o n s 

was a sked c o n c e r n i n g the l i m i t a t i o n s on t h e i r p r o f i t s . F i n a l l y , a 

s e r i e s o f q u e s t i o n s was a sked about the p r a c t i c e s o f t h e i r s u p p l i e r s , 

cus tomers and c o l l e a g u e s . A l l o f the se q u e s t i o n s were d e s i g n e d to 

a l l ow the re spondent to judge b a r r i e r s as they a p p l i e d to h i s s i t u a -

t i on. 



Second, the r e sponden t was a sked to c i t e the most i m p o r t a n t 

l i m i t a t i o n s on h i s e x p a n s i o n . T h i s open end q u e s t i o n was d e s i g n e d 

to a l l ow him to p l a ce emphas i s on tho se b a r r i e r s which were f o r e -

most i n h i s mind. 

The two s e t s o f q u e s t i o n s were i ndependen t . However, the 

f i r s t type o f q u e s t i o n i n g formed a s e t o f r e f e r e n c e s f o r the second 

type which a i ded the r e sponden t by g e t t i n g h i s mind on the s u b j e c t 

o f l i m i t a t i o n , y e t p o s s i b l y caused b i a s e d r e s u l t s by c l o s i n g the 

r e s p o n d e n t ' s mind to unment ioned a l t e r n a t i v e s . T h i s e v e n t u a l i t y 

was guarded a g a i n s t by c a r e f u l p r e t e s t i n g to o b t a i n a l l a l t e r n a -

t i v e s i n advance as we l l as by c a r e f u l o r d e r i n g o f the q u e s t i o n s . 

I n t e r n a l b a r r i e r s were uncovered l a r g e l y by q u e s t i o n s aimed 

at v a r i o u s a t t i t u d e s and b e l i e f s h e l d by the r e s p o n d e n t . Each 

q u e s t i o n was i n the form of a s t a tement w i th which the r e sponden t 

was a sked to agree or to d i s a g r e e . The " d o n ' t know" r e s p o n s e s 

formed the midd le c a t e g o r y . Groups o f these q u e s t i o n s t o g e t h e r 

i n d i c a t e d v a r i o u s i n t e r n a l b a r r i e r s . The q u e s t i o n s were g rouped 

to form an i n d e x . Each r e spon se was a s s i g n e d a number ( 1 , 2 o r 3) 

depend ing on agreement o r d i s a g r eemen t w i th the s t a t e m e n t . The 

i ndex was the sum o f the r e s p o n s e s f o r a g roup o f q u e s t i o n s d i v i d e d 

by the number of q u e s t i o n s i n the g r oup . The r e s u l t was a number 

between 1 and 3, w i t h 1 showing t h a t the i n t e r n a l b a r r i e r e x i s t e d 

and 3 showing t h a t i t d i d no t . 

The rema inder o f t h i s p a r t o f the chap te r w i l l be devoted to 

d e s c r i b i n g the two b a r r i e r l e v e l s f o r the r e t a i l e r t ypes d e s c r i b e d 

i n the p r e v i o u s s e c t i o n . Thu s , a n a l y s i s s h i f t s from a look at the 

r e t a i l e r from the o u t s i d e to a l ook at the r e t a i l e r ' s wo r l d from 

h i s v i e w p o i n t . 

E x t e r n a l B a r r i e r s 

The o b j e c t o f t h i s s e c t i o n i s to t r y to i s o l a t e those t h i n g s 

which r e t a i l e r s f ee l i n h i b i t t h e i r s u c c e s s and growth i n b u s i n e s s . 

However, some r e t a i l e r s do not want to expand t h e i r b u s i n e s s e s be-

cause they are s a t i s f i e d w i th what they have , because they do not 

t h i n k i t p o s s i b l e , or because the t hough t has not o c c u r r e d to them. 

I t i s i n t e r e s t i n g t h a t among the p o o r e s t r e t a i l e r g roup a h i g h e r 

pe r cen tage d i d not d e s i r e to expand t h e i r b u s i n e s s e s . Of the atom-

i s t i c r e t a i l e r s , 25% h e l d t h i s p o s i t i o n , w h i l e 17% o f the n e i g h b o r -

hood r e t a i l e r s , 9% of the s e l f - s e r v i c e r e t a i l e r s , and none o f 'the 

l a r g e s t r e t a i l e r s l a c k e d d e s i r e to expand. The q u e s t i o n s t h a t p e r -

t a i n to e x p a n s i o n i n t h i s s e c t i o n were asked o f those who i n d i c a t e d 

an i n t e r e s t i n e xpand i n g . 



Be fo re s p e c i f i c e x t e r n a l b a r r i e r s are p r e s e n t e d , i t i s u s e f u l 

to make one more o b s e r v a t i o n about b a r r i e r s i n g e n e r a l . On the 

a v e r a g e , the a t o m i s t i c r e t a i l e r s were not c l e a r as to the adve r se 

f a c t o r s f a c i n g them i n t h e i r env i r onment and agreed more r e a d i l y 

than o t h e r r e t a i l e r s t h a t a l l the b a r r i e r s were i m p o r t a n t . T h i s 

l a ck o f a b i l i t y to d i s t i n g u i s h b a r r i e r s can be demons t ra ted i n two 

ways . F i r s t , i f a l l the e x t e r n a l b a r r i e r q u e s t i o n s are made i n t o 

an i ndex as d e s c r i b e d above, a t o m i s t i c r e t a i l e r s c l e a r l y have a 

h i g h e r agreement r a te on b a r r i e r s than the o t h e r r e t a i l g r o u p s . A 

f u r t h e r measure o f l a c k of s p e c i f i c i t y of b a r r i e r s i s the pe r cen t 

of b a r r i e r q u e s t i o n s t h a t more r e t a i l e r s ag reed w i t h than d i s a g r e e d 

w i t h . These two measures are p r e s e n t e d i n Tab le 5 . 1 8 . 

Tab le 5 . 1 8 C l a r i t y of B a r r i e r P e r c e p t i o n by R e t a i l Type 

A t o m i s t i c N e i g h b o r . S e l f - S e r . 6 L a r g e s t 
R e t a i l e r s R e t a i l e r s R e t a i l e r s R e t a i l e r s 

Response Tendency Index 
(1 = agree w i th a l l 
b a r r i e r s , 3 = d i s a g r e e 
w i th a l l ) 1 .68 1 .81 1 . 98 2 .37 

% of E x t e r n a l B a r r i e r 
Q u e s t i o n s w i t h More 
B a r r i e r than Non-
B a r r i e r Responses 91 77 50 23 

SOURCE: SUDENE/MSU R e t a i l e r Su r vey ( 1 9 6 7 ) . 

As we go from a t o m i s t i c to n e i g h b o r h o o d to s e l f - s e r v i c e to 

very l a r g e r e t a i l e r s , the b a r r i e r s become fewer and c l e a r e r i n the 

r e t a i l e r ' s mind. There are two r ea s on s f o r t h i s t r e n d . F i r s t , 

the sma l l r e t a i l e r may not have the a b i l i t y to s o r t out t ho se f a c -

t o r s which r e s t r i c t h im, and thus a l l t h i n g s seem o p p r e s s i v e . 

Second , more b a r r i e r s i n f a c t e x i s t f o r the smal l r e t a i l e r because 

he does not have the a b i l i t y or r e s o u r c e s to a l t e r h i s env i r onment 

as much as the l a r g e r e t a i l e r . The i n t e r n a l b a r r i e r s p r e s e n t e d 

l a t e r i n t h i s c hap te r w i l l f u r t h e r r e vea l the d i f f e r e n c e s among 

r e t a i l e r g r o u p s ' v iews o f t h e i r env i r onmenta l s i t u a t i o n . 

The r e l a t i v e impor tance o f v a r i o u s b a r r i e r s to e x p a n s i o n i s 

p r e s e n t e d i n Tab le 5 . 1 9 . C l e a r l y , most r e t a i l e r s v iewed the l a c k 

of money as paramount , w i th the ve ry l a r g e and sma l l s t o r e s a g r e e -

i n g i n g r e a t e r p r o p o r t i o n s than the average s e l f - s e r v i c e r e t a i l e r . 
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The l a ck o f s a l e s was seen as somewhat i m p o r t a n t and c o m p e t i t i o n 

was seen as impo r t an t by the s e l f - s e r v i c e r e t a i l e r s . 

The view o f c o m p e t i t i o n by the v a r i o u s r e t a i l e r s i s impor -

t a n t , as i t a g a i n shows the d i f f e r e n c e s among o p e r a t i o n a l modes 

of these r e t a i l e r s . The a t o m i s t i c and n e i g h b o r h o o d r e t a i l e r s do 

not fee l t h a t they are i n a c o m p e t i t i v e race f o r s u r v i v a l . The 

changes i n the r e t a i l s t r u c t u r e i n r ecen t y e a r s has not y e t reduced 

t h e i r s a l e s enough to b r i n g r e a l i z a t i o n t h a t a change has o c c u r r e d . 

The advent of the l a r g e s e l f - s e r v i c e r e t a i l e r , however , has marked-

l y a f f e c t e d the r e t a i l s t r u c t u r e , and the change agent s t hemse l ve s 

see the i m p l i c a t i o n s o f t h e i r a c t i o n s . T h i s c o n c l u s i o n w i l l be 

a m p l i f i e d s h o r t l y . 

Tab le 5.20 shows the r e s u l t s when r e sponden t s were asked what 

were the impo r t an t l i m i t a t i o n s on p r o f i t s . The l a ck of money was 

seen as r e l a t i v e l y l e s s i m p o r t a n t , w h i l e the l a ck o f demand was 

seen as more i m p o r t a n t . A g a i n , the s e l f - s e r v i c e r e t a i l e r s showed 

a concern f o r c o m p e t i t i v e f o r c e s t ha t the o t h e r t ypes d i d not f e e l . 

Hav ing determined the r e l a t i v e impor tance o f b a r r i e r s to the 

r e t a i l t y p e s , the i n d i v i d u a l b a r r i e r s can now be a n a l y z e d . Tab le 

5 .21 p r e s e n t s the f i n d i n g s o f the s e r i e s o f q u e s t i o n s p e r t a i n i n g 

to e x p a n s i o n p rob lems . The pe r cen t a ge s i n d i c a t e r e l a t i v e impor -

tance o f v a r i o u s l i m i t a t i o n s , but the o r d e r s o f magni tude between 

b a r r i e r s are not as c l e a r l y shown as i n the p r e c e d i n g a n a l y s i s . 

The l a r g e r the r e t a i l e r , the g r e a t e r was the pe rcen tage who f e l t 

they c ou l d o b t a i n l o a n s at r e a s o n a b l e c o s t s and the s m a l l e r was 

the pe rcen tage who f e l t t h a t the l a ck of r e g u l a r c u s t o m e r s , i r r e -

g u l a r s u p p l y o f p r e s e n t l y - c a r r i e d p r o d u c t s , gene ra l c o m p e t i t i o n 

and the danger o f f l o o d s were impo r t an t r e a s on s f o r not e x p a n d i n g . 

A g a i n , the s e l f - s e r v i c e r e t a i l e r s c o n s i d e r e d c o m p e t i t i o n from 

supe rmarke t s as i m p o r t a n t as any of these b a r r i e r s . Though many 

of the s m a l l e r r e t a i l e r s s en sed c o m p e t i t i o n from s u p e r m a r k e t s , 

they v iewed i t as l e s s i m p o r t a n t r e l a t i v e to o t h e r b a r r i e r s , and 

c o m p e t i t i o n i s not a d e t e r m i n i n g f a c t o r i n t h e i r b e h a v i o r . None 

of the very l a r g e r e t a i l e r s saw the t h r e a t o f s upe rmarke t s as 

i m p o r t a n t , d e m o n s t r a t i n g t h a t they f ee l t h a t they can c o n t r o l 

t h e i r s u c c e s s i n a c o m p e t i t i v e env i r onment . The o t h e r s e l f - s e r v i c e 

r e t a i l e r s see supe rmarke t c o m p e t i t i o n as r e l a t i v e l y impo r t an t be-

cause they f ee l the c o m p e t i t i v e env i ronment but do not have the 

r e s o u r c e s to compete. 

The p e r c e i v e d l i m i t a t i o n s on p r o f i t s are p r e s e n t e d i n Tab le 

5 . 2 2 . These f i n d i n g s , when combined w i t h those on the b a r r i e r s to 

e x p a n s i o n , l ead to some i n t e r e s t i n g c o n c l u s i o n s . F i r s t , i t s h o u l d 
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be noted t h a t demand v a r i a t i o n was seen as impo r t an t by a t o m i s t i c 

and ne i ghbo rhood r e t a i l e r s r e l a t i v e to both e x p a n s i o n and p r o f i t s . 

S e l f - s e r v i c e r e t a i l e r s c o n s i d e r e d i t un impo r t an t r e l a t i v e to both 

e x p a n s i o n and p r o f i t . On the o the r hand, i r r e g u l a r p r oduc t s u p p l y 

was seen as i m p o r t a n t to e x p a n s i o n and to p r o f i t s by 74% o f the 

a t o m i s t i c r e t a i l e r s and by 56% of ne i g hbo rhood r e t a i l e r s . I n com-

p a r i s o n , 31% o f the s e l f - s e r v i c e and 1 out o f the 6 l a r g e s t r e t a i l -

e r s saw i r r e g u l a r s u p p l y as an impo r t an t l i m i t on e x p a n s i o n , and 

57% and 4 out o f 6 , r e s p e c t i v e l y , saw i r r e g u l a r s u p p l y as an impo r -

t a n t l i m i t a t i o n on p r o f i t s . T h i s i n d i c a t e s t ha t the sma l l r e t a i l e r 

f e e l s t h a t he can do l i t t l e to a l t e r the adve r se env i r onment s u r -

r o u n d i n g him. S e l f - s e r v i c e and l a r g e r e t a i l e r s r e c o g n i z e tha t 

Tab le 5.22 P e r c e p t i o n o f E x t e r n a l B a r r i e r s 
to P r o f i t by R e t a i l Type 

Most Impo r t an t Reasons A t o m i s t i c N e i g h b o r . S e l f - S e r . 6 L a r g e s t 
L i m i t i n g P r o f i t s R e t a i l e r s R e t a i l e r s R e t a i l e r s R e t a i l e r s 

V a r y i n g q u a n t i t i e s 
cus tomers pu r cha se 
weekly 74% 6 8% 43% 1/6 

V a r y i n g p r i c e s 85% 76% 83% 6/6 

P roduc t s p o i l a g e 86% 61% 49% 2/6 

I r r e g u l a r s u p p l y 
of p r oduc t 74% 56% 57% 4/6 

Competi t i on 76% 69% 69% 3/6 

Lack o f i n f o r m a t i o n 
about p r i c e 62% 45% 43% 2/6 

Lack of i n f o r m a t i o n 
on q u a n t i t y of p r od -
uc t s a v a i l a b l e 5 7% 43% 43% 1/6 

SOURCE: SUDENE/MSU R e t a i l e r Su r vey ( 1 9 6 7 ) . 

there are prob lems to p r o f i t a b i l i t y , but f ee l they can s o l v e them. 

They do not f ee l t h a t these problems b l ock e x p a n s i o n . Though the re 

are no o t h e r d i r e c t compar i s on s between p e r c e i v e d l i m i t a t i o n s to 

e x p a n s i o n and p r o f i t , the r e s p o n s e s on the e f f e c t o f p r i c e v a r i a -

t i o n as a p r o f i t l i m i t a t i o n s u p p o r t the n o t i o n t ha t s e l f - s e r v i c e 

s t o r e s r e c o g n i z e t h a t u n c e r t a i n t i e s l i m i t t h e i r p r o f i t s . 

I t i s i n t e r e s t i n g to d i g r e s s a minute on the p e r c e i v e d need 

f o r i n f o r m a t i o n on p r i c e and market vo lumes . A l l r e t a i l e r s p l a ced 



these needs r e l a t i v e l y low on t h e i r l i s t s of l i m i t a t i o n s . How-

e v e r , prob lems o f p r i c e and s u p p l y f l u c t u a t i o n s were p l a ced h i g h , 

e s p e c i a l l y f o r the s m a l l e r r e t a i l e r s . T h i s shows a l a c k o f r e a l -

i z a t i o n t h a t i n f o r m a t i o n i s a t oo l f o r combat ing tho se f l u c t u a t i o n s 

comp la ined about . 

To summar ize , as the t ypes of r e t a i l e r s were v iewed a l ong 

the spect rum from a t o m i s t i c r e t a i l e r s to very l a r g e s e l f - s e r v i c e 

s t o r e s , the p e r c e i v e d b a r r i e r s became c l e a r e r i n the minds o f the 

r e sponden t s and fewer i n number. A l l r e t a i l e r s f e l t t ha t l a c k o f 

money was an i m p o r t a n t l i m i t a t i o n ; but p r o g r e s s i n g from smal l to 

l a r g e a l ong t h i s con t i nuum, the na tu re of the l i m i t a t i o n changed. 

For the sma l l r e t a i l e r , i n a b i l i t y to o b t a i n a l oan was i m p o r t a n t , 

w h i l e a t the l a r g e r end loan c o s t was seen as a l i m i t a t i o n . Chap-

t e r 6 w i l l r e t u r n to the problem of f i n a n c i n g and w i l l p r e s e n t the 

na tu re o f t h i s prob lem i n more d e t a i l . The sma l l r e t a i l e r s saw 

lack of demand as more impo r t an t than d i d the l a r g e r e t a i l e r s , 

w h i l e l a r g e r r e t a i l e r s v iewed c o m p e t i t i o n as more i m p o r t a n t . The 

very l a r g e r e t a i l e r s , though c o n s c i o u s of the e f f e c t of c o m p e t i t i o n 

on t h e i r p r o f i t s , saw c o m p e t i t i o n as l e s s o f a b a r r i e r to e x p a n s i o n . 

Thu s , as r e t a i l e r s became l a r g e r , t h e i r view of c o m p e t i t i o n s h i f t e d 

from a p o s i t i o n o f l e s s concern about c o m p e t i t i o n , to c o m p e t i t i o n 

as a l i m i t a t i o n to e x p a n s i o n , to c o m p e t i t i o n as a c o n t r o l l a b l e 

f o r ce to be d e a l t w i t h . The group t a k i n g the l a s t p o s i t i o n i s most 

b e n e f i c i a l l y a f f e c t e d by c o m p e t i t i o n . T h i s p o i n t shows aga i n the 

p a s s i v e na tu re o f the sma l l r e t a i l e r and the c o m p e t i t i v e na tu re o f 

the l a r g e r r e t a i l e r s . A l l r e t a i l e r s saw v a r i a b l e p r i c e s as a 

major p rob lem, y e t the sma l l r e t a i l e r s p l a c e d more emphas i s on 

the u n c e r t a i n t i e s o f market s u p p l y and demand than d i d the l a r g e r 

r e t a i l e r s when e x p a n s i o n was i n v o l v e d . F i n a l l y , the sma l l r e t a i l e r 

c o n s i d e r e d s p o i l a g e an i m p o r t a n t f a c t o r , whereas the l a r g e r r e t a i l -

e r s d i d no t . S p o i l a g e , t o o , becomes a c o n t r o l l a b l e v a r i a b l e f o r the 

l a r g e r r e t a i l e r s . 

I n t e r n a l B a r r i e r s 

The most i n s t r u c t i v e way to summarize the i n t e r n a l b a r r i e r s 

which c o l o r the a c t i o n s and p e r c e p t i o n s o f v a r i o u s r e t a i l e r s i s to 

compare the q u e s t i o n s and i n d i c e s r e p r e s e n t i n g v a r i o u s a s p e c t s o f 

t h e i r b e l i e f s and v a l u e s . 

Because these q u e s t i o n s were d i s c u s s e d i n d e t a i l i n the chap-

t e r on R e c i f e consumers (Chap te r 4 ) , they w i l l not be repeated he re . 

Only the t r end s and i m p l i c a t i o n s w i l l be b r i e f l y no ted . 



The l a r g e r and more a c t i v e the f i r m , the l e s s i t s d e c i s i o n -

maker i s a f f e c t e d by s o c i a l s a n c t i o n s o f h i s peer g roup ( I t em 1, 

Table 5 . 2 3 ) , the l e s s he i s l o c a t i o n a l l y a f f e c t e d by h i s f a m i l y 

( I t em 2 ) , the more he b e l i e v e s i n sma l l f a m i l i e s ( I t em 3 ) , the 

l e s s he b e l i e v e s i n f a te ( I tem 4 ) , the more he i s w i l l i n g to b u i l d 

toward the f u t u r e ( I t em 9) and the more he b e l i e v e s i n m a n a g e r i a l -

l y m a n i p u l a t i n g h i s c o n t r o l l a b l e v a r i a b l e s ( I t em 1 0 ) . I n t e r p e r s o n -

al t r u s t does not f o l l o w the same p a t t e r n . The a t o m i s t i c r e t a i l e r s 

have a h i g h e r l e v e l of i n t e r p e r s o n a l t r u s t than the ne i ghbo rhood 

and s e l f - s e r v i c e s t o r e r e t a i l e r s . The s i x l a r g e s t r e t a i l e r s have 

the h i g h e s t i n t e r p e r s o n a l t r u s t o f a l l r e t a i l t ypes ( I t em 1 3 ) . 

F i n a l l y , on a combined s c a l e o f m o d e r n i t y , the d e c i s i o n - m a k e r s o f 

the l a r g e , a c t i v e r e t a i l e r s are c l e a r l y more modern ( I t em 1 7 ) . 

T h u s , i n terms o f a c t i v e , t h o u g h t f u l a b i l i t y to change , the l a r g e r 

f i r m s ' end of the cont inuum s t a n d s out we l l beyond the a t o m i s t i c 

end. The s m a l l e r r e t a i l e r s are s i m p l y l e s s ab le to break away 

from the t r a d i t i o n a l s y s tem of d i s t r i b u t i o n , which has as i t s b a s i s 

an i n h e r e n t i n a b i l i t y to adapt to the modern needs o f a chang i ng 

and d e v e l o p i n g a r ea . 

Summary and C o n c l u s i o n s : R e t a i l D i s t r i b u t i o n 

The pu rpo se of t h i s s e c t i o n has been to p r e s e n t an a n a l y s i s 

of the r e t a i l s t r u c t u r e of R e c i f e i n such a way as to h i g h l i g h t 

the b a s i c d i f f e r e n c e s i n the sy s tem as we l l as to p r e s e n t the data 

base which p r o v i d e s the answers to the q u e s t i o n s o u t l i n e d at the 

b e g i n n i n g of the c h a p t e r . These q u e s t i o n s were e s s e n t i a l l y as f o l -

l o w s : Do m a r k e t i n g b a r r i e r s impede p r o d u c t i o n r e s p o n s e s of r e t a i l -

e r s such t h a t e f f i c i e n t s c a l e s of o p e r a t i o n cannot be r eached ? I f 

these b a r r i e r s e x i s t , what f a c t o r s are r e s p o n s i b l e f o r m a i n t a i n i n g 

the s t a t u s quo? And f i n a l l y , how can these f a c t o r s be changed to 

a l l o w f o r more e f f i c i e n t d i s t r i b u t i o n ? The answers to these th ree 

q u e s t i o n s have been deve loped by a t t a c k i n g the mean i ng fu l d i f f e r -

ences i n the c h a r a c t e r i s t i c s o f the r e t a i l s t r u c t u r e - - t h e d i f f e r e n c e s 

i n the manage r s , p h y s i c a l c h a r a c t e r i s t i c s , p r a c t i c e s , f u n c t i o n s , 

pe r f o rmance , p e r c e i v e d l i m i t a t i o n s and i n t e r n a l p r e d i s p o s i t i o n s . A 

b r i e f summary s ta tement o f the c o n c l u s i o n s d e r i v e d from t h i s a n a l -

y s i s f o l l o w s . 

R e t a i l e r s can be though t o f as be i ng on a s i z e - a n d - b e h a v i o r 

cont inuum. T h i s spect rum b e g i n s w i t h the sma l l a t o m i s t i c r e t a i l e r , 

who i s more p a s s i v e i n the face o f h i s chang i ng env i ronment than 

the o t h e r r e t a i l g r o u p s . At the o t h e r extreme i s the l a r g e s u p e r -
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market w h i c h , t h r ough management s k i l l , not o n l y a c t i v e l y adapts 

to i t s env i ronment b u t , t h rough i t s d e c i s i o n s , changes i t s e n v i r o n -

ment to a ch i e ve i n c r e a s e d market p a r t i c i p a t i o n . 

I t i s not hard to unde r s t and why the l a r g e r e t a i l e r can be 

more a d a p t i v e when h i s c r e d e n t i a l s as a d e c i s i o n - m a k e r and the 

scope of h i s a s s e t s are c o n s i d e r e d . G e n e r a l l y , the l a r g e r the r e -

t a i l e r , the more l i t e r a t e and educated he was , the g r e a t e r h i s 

s a l a r y , and the g r e a t e r h i s a s s e t s i n terms o f s e l l i n g s p a c e , f i x -

t u r e s and equ ipment , and i n v e n t o r y . Hence, the l a r g e r r e t a i l e r s 

s i m p l y have more o p p o r t u n i t y and more a l t e r n a t i v e ways to i n f l u e n c e 

t h e i r env i r onment . They are a l s o more w i l l i n g to use t h e i r r e s o u r c e s 

to b e t t e r t h e i r b u s i n e s s e s . The poor may not have t h i s o p p o r t u n i t y , 

as t h e i r f a m i l i e s need b a s i c food and s h e l t e r . F u r t h e r , the l a r g e r 

the r e t a i l e r s , the g r e a t e r are the number of p r o f e s s i o n a l managers 

and the h i g h e r the pay s c a l e f o r both manage r i a l and employee t a l e n t . 

The s c a l e of o p e r a t i o n c l e a r l y a l l o w s s u p e r i o r management and employ -

ees . 

La rge r e t a i l e r s p e r c e i v e a c o m p e t i t i v e env i ronment which l ead s 

to p r i c i n g below market p r i c e and t r y i n g to s e l l f o r l e s s than o t h e r s 

o f the same t ype . I t i s impo r t an t to unde r s t and the r o l e o f compe-

t i t i o n , as i t i s the key to moving the sy s tem f o rwa rd . The d i f f e r e n -

ces between the extremes o f the spect rum are not c l e a r at f i r s t 

g l ance because most r e t a i l e r s do not p r i c e at the same l e v e l as 

t h e i r c o m p e t i t i o n and i f they buy f o r l e s s , they s e l l f o r l e s s . On 

the o t h e r hand, i t has been p o i n t e d out t h a t the l a r g e r the r e t a i l e r , 

the more he uses p r i c e to a t t r a c t cus tomers and the more he at tempts 

to p r i c e lower than o t h e r s . T h u s , the a t o m i s t i c r e t a i l e r end o f 

the spec t rum i s l e s s a f f e c t e d by c o m p e t i t i o n than the l a r g e r e t a i l e r s 

who are very c o n s c i o u s o f c o m p e t i t i o n and compete on a p r i c e b a s i s . 

Hence, one end of the spect rum i s p a s s i v e , w h i l e the o t h e r i s a dynam 

i c change agent t h rough c o m p e t i t i v e f o r c e s . 

The l a r g e end of the r e t a i l spect rum a l s o tended to buy more 

o f t e n on a p r i c e and q u a l i t y b a s i s than the smal l end. Thus a g a i n , 

l a r g e r r e t a i l e r s seem to have more c o m p e t i t i v e p r a c t i c e s than the 

s m a l l e r r e t a i l e r s . 

F i n a l l y , the p r e c e d i n g a n a l y s i s l ead s to the c o n c l u s i o n t ha t 

the l a r g e r r e t a i l e r s are more i n n o v a t i v e i n t h e i r p r a c t i c e s . The 

i ndex o f i n n o v a t i o n demons t ra ted t h i s to be s o . 

The ac tua l va lue of a type o f r e t a i l i n s t i t u t i o n to a s o c i e t y 

i s not e n t i r e l y measurab le due to the d i f f e r e n c e s i n f u n c t i o n s t h a t 

the r e t a i l i n s t i t u t i o n s pe r fo rm. The major s p e c i a l i z e d f u n c t i o n s o f 

the r e t a i l i n s t i t u t i o n a l types were as f o l l o w s : the major f u n c t i o n 



o f the s t r e e t f a i r s i s to p r o v i d e a mix o f p e r i s h a b l e p r o d u c t s ; 

n e i g hbo rhood s t o r e s f u r n i s h t ime , p l a c e , and c r e d i t c o n v e n i e n c e ; 

and s e l f - s e r v i c e s t o r e s s u p p l y a wide p roduc t mix at low p r i c e s . 

On the o t he r hand, i f s imp l e economic c r i t e r i a are u sed , 

some va lue judgments can be made. The ev idence t h a t s i z e l e ad s 

to a more r a t i o n a l s y s tem of d i s t r i b u t i o n l i e s i n the r e t a i l 

p r i c e s , growth r a t e s , s p o i l a g e and i n n o v a t i v e a s p e c t s o f the 

l a r g e r e t a i l e r s compared to the r e s t . A l t h o u g h supe rmarke t o p e r -

a t i o n s i n R e c i f e do not y e t c a r r y a f u l l l i n e of p e r i s h a b l e s and 

dry p r o d u c t s , some r e t a i l e r s are app r oach i n g t h i s b readth of 

l i n e . What p r e s e n t l y e x i s t s i s l a r g e s t o r e s i z e , s e l f - s e r v i c e 

s e l l i n g , b e t t e r h a n d l i n g o f g o o d s , and some volume b u y i n g . How-

e v e r , Rec i f e s upe rmarke t s and s e l f - s e r v i c e s t o r e s s t i l l l a c k 

e f f i c i e n t s t o c k i n g and i n v e n t o r y c o n t r o l , v e r t i c a l i n t e g r a t i o n , 

f u l l p r oduc t l i n e s ( i n c l u d i n g meat and p r o d u c e ) , f u l l commitment 

to the h i gh vo lume, low marg in p h i l o s o p h y of s e l l i n g , and a f u l l 

commitment to marg in m i x i n g . Even r e c o g n i z i n g t h a t the p r e s e n t 

s e l f - s e r v i c e r e t a i l e r s are f a r from the i d e a l , the l a r g e r r e t a i l -

e r s have made s i g n i f i c a n t s t r i d e s , as e v i denced by lower p r i c e s . 

The a n a l y s i s o f p e r c e i v e d b a r r i e r s f u r t h e r s u p p o r t s the 

n o t i o n t h a t sma l l r e t a i l e r s have l e s s c o n t r o l ove r t h e i r e n v i r o n -

ment and thus see more b a r r i e r s as l i m i t a t i o n s on t h e i r o p e r a t i o n s . 

F u r t h e r , the sma l l r e t a i l e r saw c o m p e t i t i o n as r e l a t i v e l y l e s s 

impo r t an t than o t h e r b a r r i e r s i n compar i son to the p o s i t i o n taken 

by l a r g e r r e t a i l e r s , which s u p p o r t s the c o n c l u s i o n tha t they 

r e a c t l e s s to the f o r c e s o f c o m p e t i t i o n than do the l a r g e r r e t a i l -

e r s . 

In terms o f i n t e r n a l a t t i t u d e s about the s y s tem i n which 

they o p e r a t e , the s m a l l e r the r e t a i l e r was on the con t inuum, the 

more he was bound by h i s f a m i l y s i z e and l o c a t i o n , b e l i e f i n f a t e , 

s o c i a l c o n t r o l , and l ack of a s p i r a t i o n . These f a c t o r s l e ad to 

the c o n c l u s i o n t ha t the l a r g e r r e t a i l e r s have the a b i l i t y to change 

th rough the use of t a l e n t and r e s o u r c e s , the mot ive to change i n 

terms o f a sen se of c o m p e t i t i o n , the p e r c e p t i o n t h a t they can 

change r e l a t i v e to t h e i r env i r onmen ta l l i m i t a t i o n s , and the i n t e r -

nal p r e d i s p o s i t i o n to change. 

The answers to the q u e s t i o n s posed i n t h i s c hap te r are c l e a r . 

The s m a l l e r the r e t a i l e r on the spect rum of r e t a i l e r s , the more h i s 

p r o d u c t i o n r e s p o n s e s are b l o c ked by both the s y s tem which he i s i n 

and h i s own i n a b i l i t y and c o n s t r a i n t s , the one f e e d i n g on the o t h e r 

and the comb ina t i on c a u s i n g ma r ke t i n g c o n s t r a i n t s on o t h e r channel 

members. I t i s e v i d e n t t h a t these o p e r a t o r s would tend to r e s i s t 



change and would not r e a c t to change by t h e m s e l v e s . To emphas ize 

t h i s p o i n t , the s t r e e t f a i r r e t a i l e r s were asked what they would 

do i f a s upe rmarke t opened near them and a t t r a c t e d o n e - h a l f of 

t h e i r c u s t ome r s . Over h a l f (60%) s a i d t h a t they would do n o t h i n g , 

3% would go out o f b u s i n e s s , 1% would compla in and p r o t e s t , and 

3% would attempt to compete and win back t h e i r c u s t omer s . M e a n i n g -

l e s s o r i r r e l e v a n t answers were g i v e n by 17%. The r e s u l t s o f t h i s 

q u e s t i o n g i v e an i n d i c a t i o n o f the p l i g h t and r e a c t i o n o f the sma l l 

r e t a i l e r . I n e s s e n c e , 93% o f the s t r e e t f a i r o p e r a t o r s would do 

p r a c t i c a l l y n o t h i n g c o m p e t i t i v e as a r e a c t i o n to a phenomenon which 

has a l r e a d y s t a r t e d to occu r i n R e c i f e . 

Thu s , the a t o m i s t i c r e t a i l e r i s a r e l a t i v e l y i n e r t market 

o p e r a t o r who does l i t t l e r e a c t i n g o r d e c i s i o n - m a k i n g t h a t i n f l u e n c e s 

h i s economic env i r onmen t . The a t o m i s t i c r e t a i l e r s do not seem to 

r e a l i z e t h a t t h e i r t r a d i t i o n a l s y s tem i s i n j eopa rdy from compet i -

t i v e change s . T h i s l a c k o f r e a l i s m r e i n f o r c e s the n o t i o n o f the se 

r e t a i l e r s as dependent d e c i s i o n - t a k e r s . 

As noted i n the chap te r on Rec i f e con sumer s , the c o m p e t i t i v e 

phenomenon has been b rough t about by the advent o f the s e l f - s e r v i c e 

r e t a i l e r . The s e l f - s e r v i c e r e t a i l e r has been c o n t r a s t e d w i th the 

o t h e r r e t a i l e r s i n t h i s c hap te r to demons t ra te the b a s i c d i f f e r e n c e s 

t h a t e x i s t i n the r e t a i l s t r u c t u r e . I t i s e v i d e n t t h a t the major 

p o r t i o n o f the s e l f - s e r v i c e s t o r e s do not c o n s t i t u t e an overwhelm-

i n g r e v o l u t i o n i n r e t a i l i n g , y e t they are one s t ep removed from the 

t r a d i t i o n a l s y s tem of r e t a i l i n g i n R e c i f e . However, a few r e t a i l e r s 

were f o r c e s o f change w i l l i n g to e x e r t t h e i r i n f l u e n c e on t h e i r en -

v i r onmen t . These f i r m s were d e c i s i o n - m a k e r s who were l a r g e enough 

to i n f l u e n c e market c o n d i t i o n s and who had the i n c l i n a t i o n and t a l -

en t to do s o . T h u s , be fo re a n a l y z i n g the changes t h a t are needed 

to a ch i e ve a more e f f i c i e n t d i s t r i b u t i o n s y s t e m , i t i s o f i n t e r e s t 

to view the l ead edge of the s e l f - s e r v i c e change, the r e t a i l change 

t h a t does c o n s t i t u t e a r e v o l u t i o n — the i n c e p t i o n o f a t r ue s u p e r -

market s y s tem i n R e c i f e . 

Because the c h a n g e a b i l i t y of the s e l f - s e r v i c e r e t a i l e r has 

been p r e s e n t e d r e l a t i v e to the o t h e r t ype s o f r e t a i l e r s does not 

mean t h a t the o t h e r s s h o u l d not p l a y a p a r t i n the chang i ng r e t a i l 

s t r u c t u r e . As the major r e t a i l s t r u c t u r e s , the a t o m i s t i c and n e i g h -

borhood r e t a i l e r s cannot be w r i t t e n o f f so e a s i l y , nor s h o u l d they 

be. What i s i m p o r t a n t i s t h a t i n t e r v e n t i o n from o u t s i d e these 

s t r u c t u r e s i s n e c e s s a r y i f change i s to be c o n s t r u c t i v e w i t h i n 

the se r e t a i l t y p e s . The f o r c e f o r change w i l l not l i k e l y come from 

w i t h i n the se s y s t e m s . 



W h o l e s a l e D i s t r i b u t i o n 

The Urban W h o l e s a l e S y s t e m f o r Foods 

The s t r u c t u r e o f the w h o l e s a l e s y s t e m f o r f o o d i s d eno ted 

by the p l a c e s where r e t a i l e r s buy t h e i r p r o d u c t s . As has been 

p r e s e n t e d , r e t a i l e r s have f o u r ma jo r s o u r c e s o f s u p p l y f o r f o o d s . 

F i r s t , they buy f rom the i n t e r i o r a t some p o i n t i n the a s s e m b l y 

s y s t e m . These s u p p l i e r s a re not u rban w h o l e s a l e r s and w i l l be 

d e a l t w i t h i n a l a t e r c h a p t e r . S e c o n d , r e t a i l e r s buy f rom com-

p a r t m e n t - o r s t a l l - l o c a t e d w h o l e s a l e r s , the m a j o r i t y o f wh i ch r e -

s i d e i n the S a n t a R i t a p u b l i c ma rke t and the A f o g a d o s f i x e d f a i r . 

T h i r d , r e t a i l e r s buy f rom i n d e p e n d e n t w h o l e s a l e e s t a b l i s h m e n t s 

a t v a r i o u s l o c a t i o n s t h r o u g h o u t R e c i f e . F i n a l l y , they buy d i r e c t 

f rom p r o d u c e r s , p r o c e s s o r s o r m a n u f a c t u r e r s , b y p a s s i n g the w h o l e -

s a l e r e n t i r e l y . The r e m a i n d e r o f t h i s c h a p t e r w i l l p r e s e n t a 

d e s c r i p t i v e a n a l y s i s o f " c ompa r tmen t w h o l e s a l e r s " and " e s t a b l i s h e d 

w h o l e s a l e r s . " 

Compartment Food W h o l e s a l e r s 

Urban " compar tment w h o l e s a l e r s " a re d e f i n e d as u rban channe l 

members who s e l l a t l e a s t 1/4 o f t h e i r volume to o t h e r b u s i n e s s m e n 

and who are l o c a t e d i n a g r oup mix w i t h many o t h e r r e t a i l e r s and 

w h o l e s a l e r s . A l t h o u g h t h e r e a re some compartment w h o l e s a l e r s s c a t -

t e r e d t h r o u g h o u t the v a r i o u s p u b l i c m a r k e t s and f i x e d f e i r a s p r e -

s e n t e d i n the r e t a i l e r c h a p t e r , 71% o f a l l compartment w h o l e s a l e r s 

a re l o c a t e d i n e i t h e r the S a n t a R i t a p u b l i c ma rke t o r the A f o g a d o s 

f i x e d f e i r a ( a b o u t 3/4 [ 7 6 % ] o f t h e s e are l o c a t e d i n the S a n t a R i t a 

p u b l i c m a r k e t ) . Becau se o f t h i s c o n c e n t r a t i o n i n two m a r k e t s , a 

s p e c i a l s u r v e y was made o f t h e s e w h o l e s a l e r s . I n p r e p a r a t i o n f o r 

d r a w i n g a samp le o f t h e s e w h o l e s a l e r s , a c e n s u s was made wh i ch r e -

v e a l e d t h a t t h e r e were 76 w h o l e s a l e r s i n S a n t a R i t a and 23 i n the 

A f o g a d o s f i x e d f e i r a . 

The f i n d i n g s p r e s e n t e d i n t h i s s e c t i o n a re ba sed on a s u r v e y 

o f 66 compartment f ood w h o l e s a l e r s i n t h e s e two m a r k e t s . The s u r -

vey was made i n J u l y o f 1 967 . S i x t y - t w o o f the r e s p o n d e n t s ( 9 4% ) 

were a c t u a l l y the owners o f the b u s i n e s s e s i n t e r v i e w e d , w h i l e 4 

( 6 % ) were m a n a g e r s . 

E s t a b l i s h e d W h o l e s a l e r s 

" E s t a b l i s h e d w h o l e s a l e r s " are d e f i n e d to i n c l u d e t h o s e b u s i -

nessmen who s e l l a t w h o l e s a l e f rom permanent p l a c e s o f b u s i n e s s 



w i t h i n a b u i l d i n g t h a t i s not p a r t o f a s t r e e t f a i r , p u b l i c market 

o r f i x e d f a i r . Only those e s t a b l i s h e d w h o l e s a l e r s who hand le food 

are i n c l u d e d i n t h i s p o p u l a t i o n . There e x i s t s no complete l i s t i n g 

o f t h i s p o p u l a t i o n , and a census was out of the q u e s t i o n due to 

the d i f f i c u l t y o f l o c a t i n g these w h o l e s a l e r s . Thu s , an approx imate 

p o p u l a t i o n was b u i l t u s i n g l i s t s from the W h o l e s a l e r s ' Un i on , the 

tax a u t h o r i t i e s , the b a n k s , and Dunn and B r a d s t r e e t . The r e s u l t 

was a p r e l i m i n a r y l i s t o f 157 e s t a b l i s h e d food w h o l e s a l e r s . When 

t h i s l i s t was used f o r a 3/4 s amp le , i t was found t h a t 35% o f these 

b u s i n e s s e s were c l o s e d , were not food w h o l e s a l e r s , or never e x i s t e d . 

T h u s , the s i z e o f the p o p u l a t i o n used was 102. No c l a im i s made 

t h a t t h i s i s an a c cu ra te l i s t i n g o f the p o p u l a t i o n , but the l i s t i s 

r e a s o n a b l y complete. Because w h o l e s a l e r s are g o i n g out o f b u s i n e s s 

r a t h e r r a p i d l y , there i s l i t t l e danger o f not i n c l u d i n g a l a r g e 

segment o f new e n t r a n t s . There i s some dange r , however , of om i t -

t i n g some smal l w h o l e s a l e r s . 

The f i n d i n g s p r e s e n t e d i n t h i s s e c t i o n are based on a s u r v e y 

of 70 e s t a b l i s h e d w h o l e s a l e r s i n R e c i f e made i n May and June o f 

1967. S i x t y - f o u r o f the r e sponden t s (91%) were a c t u a l l y the owners 

o f the b u s i n e s s , w h i l e 6 (9%) were employees . 

Demographic C h a r a c t e r i s t i c s 

A b r i e f summary of the c h a r a c t e r i s t i c s o f the d e c i s i o n - m a k e r s 

s e t s the s t a ge f o r the a n a l y s i s o f the se w h o l e s a l e r s and g i v e s an 

i n d i c a t i o n o f t h e i r t r a i n e d c a p a b i l i t y . The mean age of compartment 

w h o l e s a l e r s was 38 y e a r s , w h i l e the mean age o f e s t a b l i s h e d who le -

s a l e r s was 39 y e a r s . F o r t y - f i v e pe r cen t o f the compartment who l e -

s a l e r s s a i d they cou l d r ead ; but on l y 47% o f the se c ou l d read e a s -

i l y , and 13% c o u l d not read at a l l when t e s t e d . On the o t h e r hand, 

83% o f the e s t a b l i s h e d w h o l e s a l e r s c l a imed l i t e r a c y , and 92% of them 

cou l d read e a s i l y when t e s t e d . On the a v e r a g e , compartment who l e -

s a l e r s had completed 1.6 y e a r s o f s c h o o l , w i th 49% h a v i n g had no 

s c h o o l i n g at a l l and on l y 11% ha v i n g reached beyond the f o u r t h y e a r 

( p r i m a r y s c h o o l ) . On the a v e r a g e , e s t a b l i s h e d w h o l e s a l e r s had com-

p l e t e d 6 .9 y e a r s o f s c h o o l , w i th 81% hav i n g had more than f o u r y e a r s 

o f s choo l ( p r i m a r y ) and 33% h a v i n g completed more than n ine y e a r s 

( j u n i o r h i gh s c h o o l ) . Ten p e r c e n t had a t tended a u n i v e r s i t y . Of 

a l l compartment and e s t a b l i s h e d w h o l e s a l e r s , 83% and 89%, r e s p e c -

t i v e l y , d i d not have o t h e r j o b s . On the a v e r a g e , tho se w i th second 

j ob s s pen t 6 and 14 hour s on the se j ob s per week, r e s p e c t i v e l y . 

The mean number of dependents s u p p o r t e d by each compartment who l e -



s a l e r was 6.6 and was 7.2 f o r the e s t a b l i s h e d w h o l e s a l e r s . The 

average number of yea r s as a w h o l e s a l e r f o r compartment whole-

s a l e r s was over 10, and the average f o r e s t a b l i s h e d w h o l e s a l e r s 

was 13 y e a r s . The e s t a b l i s h e d w h o l e s a l e r s were thus more l i t e r -

ate and educated than the compartment w h o l e s a l e r s . 

S t r u c t u r a l C h a r a c t e r i s t i c s 
o f Rec i fe Who le sa l e r s 

Before a n a l y z i n g the behav i o r of the v a r i o u s w h o l e s a l e r s , 

i t i s u se fu l to under s tand the s t r u c t u r a l , t e c h n i c a l and p h y s i c a l 

c h a r a c t e r i s t i c s o f these w h o l e s a l e r s . Table 5.24 p re sen t s a des -

c r i p t i o n o f the s t r u c t u r a l c h a r a c t e r i s t i c s o f the w h o l e s a l e r s i n 

Table 5.24 P h y s i c a l C h a r a c t e r i s t i c s o f Food 
Wholesa le Un i t s by Who le sa l e r Type 

Cha rac te r i s t i cs Compartment 
Who!e sa le r s 

E s t a b l i shed 
Who!e sa le r s 

Number of Who le sa l e r s 139 102 

Ownership of B u s i n e s s 

% I n d i v i d u a l p r o p r i e t o r s h i p 
% Family b u s i n e s s 
% P a r t n e r s h i p s 
% Co rpo r a t i o n s 
% Other 
% Loca t i on ownersh ip (by s t o r e ) 

80 
6 

12 
2 
0 
0 

46 
3 

37 
9 
5 

29 

Mean Si ze (m. 2 ) 4 214 

Mean A s s e t Value of B u i l d i n g 
Rega rd l e s s of Ownersh ip : 

NCr$ 
( u s $ ) 

200 
(74) 

10,700 
( 3 , 960 ) 

Mean Value of F i x t u r e s and 
Equi pment: 

NCr$ 
(US$) 

N. A. 39,088 
( 14 , 477 ) 

Mean I n ven t o r y on Hand: 
NCr$ 
( u s $ ) 

413 
(153) 

91 ,000 
( 33 ,700 ) 

SOURCE: SUDENE/MSU Who le sa l e r Survey ( 1967 ) . 

R e c i f e . L ike the a t o m i s t i c r e t a i l e r s , compartment w h o l e s a l e r s 

were most ly i n d i v i d u a l p r o p r i e t o r s , wh i l e the l a r g e r ( e s t a b l i s h e d ) 

w h o l e s a l e r s were d i v i d e d between i n d i v i d u a l p r o p r i e t o r s h i p s and 



p a r t n e r s h i p s . By d e f i n i t i o n , none o f the compartment w h o l e s a l e r s 

owned t h e i r l o c a t i o n s o f b u s i n e s s , y e t s u r p r i s i n g l y few (29%) of 

the e s t a b l i s h e d w h o l e s a l e r s owned - the i r p l ace s of b u s i n e s s . L i ke 

the a t o m i s t i c r e t a i l e r , the f a c i l i t i e s of the compartment who le -

s a l e r were s m a l l , though the f a c i l i t i e s o f the e s t a b l i s h e d who le -

s a l e r approached the s i z e of the mean f o r the s e l f - s e r v i c e s t o r e . 

The e s t a b l i s h e d w h o l e s a l e r was v a s t l y b i g g e r than the compartment 

w h o l e s a l e r i n terms o f a s s e t s , and aga in resembled the mean s e l f -

s e r v i c e s t o r e . Most compartment w h o l e s a l e r s (86%) operated from 

one compartment, on ly 44% had s c a l e s , and on ly 48% had any hand 

t o o l s . 

Table 5.25 shows the l abo r c h a r a c t e r i s t i c s of Rec i fe who le -

s a l e r s . I t i s i n t e r e s t i n g to note tha t compartment w h o l e s a l e r s 

are much l i k e a t o m i s t i c r e t a i l e r s i n t h e i r l a bo r u se , except t ha t 

they pay h i g h e r s a l a r i e s i n a l l the c a t e g o r i e s . L i k e w i s e , the 

e s t a b l i s h e d w h o l e s a l e r s are somewhat l i k e the s e l f - s e r v i c e r e t a i l -

e r s , but they use l e s s l a bo r and pay h i g h e r s a l a r i e s . C l e a r l y , 

the owners and managers o f the e s t a b l i s h e d w h o l e s a l e r s as a group 

Table 5.25 Labor C h a r a c t e r i s t i c s of Food 
Who le sa l e r s by Who le sa l e r Type 

Cha r a c te r i s t i c<; Compartment E s t a b l i s h e d 
u n a r a c t e r i s t i e s Who l e s a l e r s Who le sa l e r s 

Tota l Per sons i n B u s i n e s s Type 256 634 

Mean Per sons per B u s i n e s s 1 .84 6.22 

Mean Owners per B u s i n e s s 1 .14 1 .46 

Mean Work Week ( hou r s ) 79 54 
Mean Weekly S a l a r y 

NCr$ 71 .34 211.36 
(u s$ ) (26 .42) ( 78 .28 ) 

Mean Managers per S to re .06 .24 

Mean Work Week ( h o u r s ) 76 53 
Mean Weekly S a l a r y 

NCr$ 26 .25 179.25 
( u s $ ) (9 .72) ( 66 .39 ) 

Mean Other Employees per S to re .64 4.52 

Mean Work Week ( h o u r s ) 73 50 
Mean Weekly S a l a r y 

NCr$ 17 .55 36.22 
(US$) (6 .50) ( 1 3 . 41 ) 

SOURCE: SUDENE/MSU Who le sa l e r Survey ( 1 967 ) . 



make by f a r the be s t l i v i n g of any of the urban d i s t r i b u t i o n s y s -

tem members. 

The mean number o f y e a r s t h a t the compartment w h o l e s a l e r had 

been i n h i s p r e s e n t l o c a t i o n was 5 , w h i l e the e s t a b l i s h e d who le -

s a l e r had an ave rage o f 9. T y p i c a l l y , the w h o l e s a l e r s ope ra ted 

on l y one l o c a t i o n , w i th 89% o f the compartment w h o l e s a l e r s do ing 

so and 84% o f the e s t a b l i s h e d w h o l e s a l e r s be ing i n t h i s c a t e g o r y . 

Tab le 5 .26 demons t ra te s t h a t , l i k e the r e t a i l e r s , the sma l l 

compartment w h o l e s a l e r s hand le p r i m a r i l y h i g h l y p e r i s h a b l e f r u i t s 

and v e g e t a b l e s , w h i l e the e s t a b l i s h e d l a r g e r w h o l e s a l e r s hand le 

Tab le 5.26 Pe r cen t o f W h o l e s a l e r s by Type 
C a r r y i n g V a r i o u s Commodit ies 

Commodi ty Compartment 
W h o l e s a l e r s 

Es t a b l i shed 
Wholes a l e r s 

Ri ce 2 59 

Beans 0 31 

Man ioc f l o u r 0 17 

D a i r y p r oduc t s ( e x c l u d i n g 
l i q u i d m i l k ) 0 63 

Meat o t h e r than f r e s h meat 53 

Bananas 24 0 

Other f r u i t s 48 3 

Tomatoes 8 0 

Other v e g e t a b l e s 
( o n i o n s and po t a t oe s o n l y ) 

44 
(33 ) 

Canned foods 0 46 

Other 6 13 

SOURCE: SUDENE/MSU W h o l e s a l e r S u r ve y ( 1 9 6 7 ) . 

c e r e a l s , p r o c e s s e d foods and canned good s . Thu s , one segment o f 

the w h o l e s a l e s t r u c t u r e i s ve ry much l i k e the r e t a i l s t r u c t u r e , 

w i t h s m a l l , p o o r l y f i n a n c e d u n i t s emp loy i ng few beyond themse l ve s 

and t h e i r f a m i l i e s , p a y i n g low wages , and h a n d l i n g p e r i s h a b l e 

p r o d u c t s . The one s t r i k i n g f e a t u r e of the e s t a b l i s h e d w h o l e s a l e r s 

i s the r e l a t i v e l y h i gh owner and manager s a l a r y l e v e l compared to 

the r e s t o f the urban d i s t r i b u t i o n s y s tem. 



Who le sa le P r a c t i c e s and D e c i s i o n Ru les 

C u s t o m e r - r e l a t e d P r a c t i c e s and D e c i s i o n Ru le s 

P r i c i n g p r a c t i c e s are an i m p o r t a n t area r e l a t e d to the t h e -

s i s deve loped i n Chapter 1. The r e l e v a n t q u e s t i o n i s , i f i n p u t 

p r i c e s to the w h o l e s a l e r are lowered e i t h e r by p r i o r channel mem-

ber s o r t h rough the w h o l e s a l e r ' s own e f f o r t s , w i l l he pas s h i s 

s a v i n g s on to h i s c u s t omer s ? 

S i x t y - f o u r pe r cen t o f compartment w h o l e s a l e r s and 70% o f 

e s t a b l i s h e d w h o l e s a l e r s r e p o r t e d tha t they d i d not t r y to s e l l 

f o r the same p r i c e as t h e i r c o m p e t i t o r s , but o n l y 17% and 30%, 

r e s p e c t i v e l y , r e p o r t e d t h a t they g e n e r a l l y s o l d at l ower p r i c e s . 

On ly 36% and 37%, r e s p e c t i v e l y , used p r i c e to a t t r a c t c u s t ome r s . 

F u r t h e r , o f compartment and e s t a b l i s h e d w h o l e s a l e r s , 88% and 89%, 

r e s p e c t i v e l y , re sponded t h a t i f they bought p r o d u c t s at lower 

p r i c e s than t h e i r c o m p e t i t i o n they s o l d them f o r l e s s . C l e a r l y , 

the se w h o l e s a l e r s p r i c e d on a f i x e d ma rg i n . 

I t i s o f i n t e r e s t to note the d i f f e r e n c e s between w h o l e s a l e 

and r e t a i l p r i c e s o f compartment u n i t s , as most s e l l both at 

r e t a i l and w h o l e s a l e . Tomato and banana w h o l e s a l e r s s e r v e as an 

example. T h i r t y - f i v e pe r cen t o f these w h o l e s a l e r s d i d not have 

d i f f e r e n t p r i c e s , 25% had d i f f e r e n c e s o f 1 - 3 % , 15% had d i f f e r e n c e s 

of 10%, 15% had d i f f e r e n c e s o f 20%, and 10% had g r e a t e r d i f f e r e n -

ces between w h o l e s a l e and r e t a i l p r i c e s than 20%. The average 

di f f e r e n c e was 9%. 

A l l of the w h o l e s a l e r s s a i d t h a t they sometimes lowered 

p r i c e s to s e l l p r o d u c t s be fo re they s p o i l e d . L i ke the a t o m i s t i c 

r e t a i l e r s , 86% o f the compartment w h o l e s a l e r s s o r t e d t h e i r p r o d -

uct s by q u a l i t y ; but s u r p r i s i n g l y , 70% o f the e s t a b l i s h e d who le -

s a l e r s d i d so a l s o . F i n a l l y , o n l y 20% and 16%, r e s p e c t i v e l y , of 

the compartment and e s t a b l i s h e d w h o l e s a l e r s t hough t o t h e r who l e -

s a l e r s l i k e themse l ve s chea ted . 

S u p p l y - r e l a t e d P r a c t i c e s and D e c i s i o n Ru les 

Ano the r impo r t an t area conce rn s where w h o l e s a l e r s o b t a i n 

t h e i r s u p p l y . The answer to t h i s q u e s t i o n sheds l i g h t on the k i n d 

o f channel which reaches back to the r u r a l area and the impor tance 

o f the s u p p l y from s o u t h e r n B r a z i l . Tab l e s 5 .27 and 5 . 28 p r e s e n t 

the s o u r c e s o f s u p p l y where compartment and e s t a b l i s h e d w h o l e s a l e r s 

buy t h e i r s t o c k s o f p r o d u c t s . 

The k i n d o f channel p r o ! i f e r a t i o n ment ioned i n Chapter 1 i s 

demons t ra ted by compartment w h o l e s a l e r s , who buy much o f t h e i r 



s u p p l y f rom o t h e r compartment w h o l e s a l e r s i n R e c i f e . The b a l a n c e 

comes f rom the i n t e r i o r o f the N o r t h e a s t . I n the case o f the e s -

t a b l i s h e d w h o l e s a l e r , s o u t h e r n B r a z i l and the i n t e r i o r form the 

ma jo r s u p p l y s o u r c e s . L i t t l e comes f rom o t h e r w h o l e s a l e r s . 

T a b l e 5 . 2 7 S o u r c e s o f S u p p l y o f S e l e c t e d Commod i t i e s 
f o r Compartment W h o l e s a l e r s 

Commodi t y W h o l e s a l e r 
S a n t a R i t a 

W h o l e s a l e r 
A f o g a d o s I n t e r i o r O t h e r T o t a l 

Bananas 19% 6% 56% 19% 100% 

Tomatoes 20% 40% 40% 0% 100% 

O t h e r F r u i t s 
V e g e t a b l e s 31% 10% 31% 28% 100% 

SOURCE: SUDENE/MSU W h o l e s a l e r S u r v e y ( 1 9 6 7 ) . 

T a b l e 5. 28 S o u r c e s o f S u p p l y o f S e l e c t e d ' 
f o r E s t a b l i s h e d W h o l e s a l e r s 

Commodi t i es 

Commodi t y W
h

o
le

sa
l 

e
r 

C
e

n
te

r 
C

it
y 

R
io

 
G

ra
n

d
e 

do
 

S
u

l 

F
e
iv

a
 a

n
d
 

P
u

b
ii

c 
M

a
rk

e
t 

In
t
e

r
i 

o
r 

O
th

e
r 

T
o

ta
l 

Ri ce 16% 74% 0% 10% 0% 100% 

Beans 14% 23% 4% 45% 14% 100% 

M a n i o c F l o u r 0% 17% 8% 75% 0% 100% 

SOURCE: SUDENE/MSU W h o l e s a l e r S u r v e y ( 1 9 6 7 ) . 

The t r a n s a c t i o n c o n d i t i o n s f o r t h e s e w h o l e s a l e r s a re p r e s e n t e d 

i n Tab l e 5 . 2 9 . The compartment w h o l e s a l e r s were a g a i n much l i k e the 

a t o m i s t i c r e t a i l e r s i n t h a t t hey u sed s i g n i f i c a n t amounts o f c r e d i t 

f o r s h o r t p e r i o d s o f t ime a t h i g h c o s t s . More e s t a b l i s h e d w h o l e -

s a l e r s r e s p o n d e d t h a t t hey u sed c r e d i t t han d i d the s e l f - s e r v i c e r e -

t a i l e r s , t hough they p a i d more f o r i t and took l o n g e r i n r epaymen t . 



Tab le 5.29 Number of S u p p l i e r s and 
Compartment W h o l e s a l e r s 

Amount o f C r e d i t G iven to 
f o r S e l e c t e d Commodit ies 

Commodi ty 
Mnan % W h o T r a n s . 

Number o f b * V o l u m e 

S u ? P 1 1 e r s None Some A l l 

% Who 
Made L a s t 
Pu rcha se 
on C r e d i t 

Pay -
Back 

Pe r i od 
(Day s ) 

Annual 
Co s t o f 

Usi ng 
C r e d i t 

Compartment W h o l e s a l e r s : 

Bananas 1 .4 35 8 57 31 6 . 2 290 

Tomatoes 2 .6 100 0 0 40 8 .0 562 

E s t a b l i shed W h o l e s a l e r s : 

Ri ce 2 .6 31 13 56 56 50 24 

Beans 2 .4 52 5 43 14 38 59 

Man ioc 
f l ou r 

2 .0 33 8 59 25 26 42 

SOURCE: SUDENE/MSU W h o l e s a l e r S u r vey ( 1 9 6 7 ) . 

On the a v e r a g e , over h a l f o f the e s t a b l i s h e d w h o l e s a l e r s 

a r r a n g e d f o r i ncoming t r a n s p o r t a t i o n . On the o t h e r hand, compar t -

ment w h o l e s a l e r s a r r a n g e d o ve r h a l f o f t h e i r i ncoming banana t r a n s -

p o r t a t i o n , but d i d no t r a n s p o r t i n g o f tomatoes . 

F i n a l l y , w h o l e s a l e r s tended to use more s u p p l i e r s than 

r e t a i l e r s , y e t 65% o f the compartment w h o l e s a l e r s and 84% of the 

e s t a b l i s h e d w h o l e s a l e r s used the same group o f s u p p l i e r s . Two-

t h i r d s o f the compartment w h o l e s a l e r s ( 6 7 % ) , l i k e the a t o m i s t i c 

r e t a i l e r , o b t a i n e d p r i c e s from more than one s u p p l i e r be fo re buy -

i n g , w h i l e 81% o f the e s t a b l i s h e d w h o l e s a l e r s d i d s o . Of these 

w h o l e s a l e r s , 85% and 81%, r e s p e c t i v e l y , a lways t r i e d to buy the 

same q u a l i t y and 91% and 81%, r e s p e c t i v e l y , f e l t t h a t t h e i r c o l -

l e a g u e s cou l d e v a l u a t e q u a l i t y . 

The most i m p o r t a n t r e a s on s why compartment and e s t a b l i s h e d 

w h o l e s a l e r s p r e f e r r e d the s u p p l i e r s t h a t they used were t r u s t and 

f r i e n d s h i p (27% and 31%, r e s p e c t i v e l y ) , q u a l i t y - p r i c e r e l a t i o n s h i p 

(26% and 21%, r e s p e c t i v e l y ) , q u a l i t y o n l y (14% and 17%, r e s p e c t i v e -

l y ) , c r e d i t (18% and 16%, r e s p e c t i v e l y ) , p r i c e o n l y (14% and 14%, 

r e s p e c t i v e l y ) , and punc tua l good s e r v i c e (9% and 11%, r e s p e c t i v e l y ) . 

P e r s o n a l t r u s t and f r i e n d s h i p seemed i m p o r t a n t , w h i l e good s e r v i c e 

was not i m p o r t a n t . P r i c e and q u a l i t y c o n s i d e r a t i o n s were not o f 

the f i r s t l e v e l o f impo r t ance . Few w h o l e s a l e r s o f the two c a t e g o -

r i e s , 20% and 10%, r e s p e c t i v e l y , p u r c h a s e d on p r i c e o n l y , w i t h o u t 



r e g a r d f o r q u a l i t y . Good, punc tua l s e r v i c e was c o n s i d e r e d by 

w h o l e s a l e r s as u n i m p o r t a n t , w h i l e r e t a i l e r s c o n s i d e r e d i t impo r -

t a n t . Most o f the w h o l e s a l e r s i n the two g r o u p s , 62% and 66%, 

r e s p e c t i v e l y , r e p o r t e d t h a t t h e i r s u p p l i e r s gave d i s c o u n t s to 

r e g u l a r c u s t omer s . Of the compartment and e s t a b l i s h e d w h o l e s a l e r s , 

80% and 71%, r e s p e c t i v e l y , f e l t t h a t t h e i r s u p p l i e r s made l a r g e 

p r o f i t s when s u p p l y was s h o r t . F u r t h e r , 73% and 64%, r e s p e c t i v e l y , 

f e l t t h a t t h e i r s u p p l i e r s a lways s o l d p r o d u c t s f o r the h i g h e s t 

p o s s i b l e p r i c e s . Hence, somewhat fewer e s t a b l i s h e d w h o l e s a l e r s 

than compartment w h o l e s a l e r s seemed to f ee l t h a t t h e i r s u p p l i e r s 

took advantage o f them. 

When asked i f they c ou l d s e l l a l l t h a t they c o u l d a f f o r d to 

buy , 65% of the compartment w h o l e s a l e r s i n d i c a t e d t h a t they used 

t h e i r r e s o u r c e s f o r s t o c k , w h i l e 39% of the e s t a b l i s h e d who l e -

s a l e r s d i d s o . F u r t h e r , when these w h o l e s a l e r s were asked i f they 

t r i e d to buy enough to s a t i s f y a l l demand, 88% of the compartment 

w h o l e s a l e r s and 94% o f the e s t a b l i s h e d w h o l e s a l e r s i n d i c a t e d t h a t 

they d i d . 

C o m m u n i c a t i o n s - r e l a t e d P r a c t i c e s and Usage 

Though no w h o l e s a l e r s a d v e r t i s e d to t h e i r cus tomers t h r ough 

the mass med ia , i t i s of i n t e r e s t to examine the ways t h a t commu-

n i c a t i o n does take p l ace i n the channe l . S i x t y - f i v e pe r cen t o f 

the compartment w h o l e s a l e r s and 74% of the e s t a b l i s h e d w h o l e s a l e r s 

s a i d they t o l d t h e i r s u p p l i e r s what p r o d u c t s t h e i r cus tomers want -

ed. L i k e w i s e , 70% and 77%, r e s p e c t i v e l y , re sponded t h a t most o f 

t h e i r s u p p l i e r s t r i e d to o f f e r the p r o d u c t s t h a t they wanted. 

E i g h t pe r cen t of the compartment w h o l e s a l e r s as compared to 31% 

o f the e s t a b l i s h e d w h o l e s a l e r s s a i d they go t t h e i r p r i c e i n f o r m a -

t i o n from t h e i r s u p p l i e r s . F i f t y - n i n e pe r cen t o f the compartment 

w h o l e s a l e r s d i d not r e c e i v e newspapers o r magaz ines r e g u l a r l y and 

49% had not read a newspaper o r magaz ine l a t e l y . On the o t h e r 

hand, 90% o f the e s t a b l i s h e d w h o l e s a l e r s d i d r e c e i v e newspapers 

and magaz ines r e g u l a r l y and read them. Of the compartment and 

e s t a b l i s h e d w h o l e s a l e r s , 83% and 97%, r e s p e c t i v e l y , r e p o r t e d own-

i n g a wo rk i ng r a d i o , but 77% and 66%, r e s p e c t i v e l y , r e p o r t e d l i s -

t e n i n g to a r a d i o i n f r e q u e n t l y or neve r . A lmost h a l f o f the com-

partment w h o l e s a l e r s (49%) never watched t e l e v i s i o n . Twenty-one 

p e r c e n t watched t e l e v i s i o n o c c a s i o n a l l y o u t s i d e the home and 30% 

watched t e l e v i s i o n at home. On the o t h e r hand, 87% o f the e s t a b -

l i s h e d w h o l e s a l e r s watched t e l e v i s i o n r e g u l a r l y at home. The com-

partment w h o l e s a l e r , l i k e the a t o m i s t i c r e t a i l e r , d i d not have 



broad mass media e x p o s u r e , w h i l e the e s t a b l i s h e d w h o l e s a l e r had 

s u b s t a n t i a l expo su re to a l l the media. 

P r a c t i c e s and D e c i s i o n Ru le s Re l a t ed to B u s i n e s s O p e r a t i o n 

There are l a r g e d i f f e r e n c e s between the two types of who l e -

s a l e r s i n t h e i r e f f o r t s to coopera te w i t h w h o l e s a l e r s l i k e them-

s e l v e s . Of the compartment w h o l e s a l e r s , 27% be longed to a un ion 

o r a s s o c i a t i o n , w h i l e 54% o f the e s t a b l i s h e d w h o l e s a l e r s d i d . 

F u r t h e r , 49% made no a r rangements w i t h o t h e r compartment who l e -

s a l e r s as a g a i n s t 73% o f the e s t a b l i s h e d w h o l e s a l e r s . 

Respondents were asked what they would do w i t h a sum o f 

money equal to one y e a r ' s e a r n i n g s i f they had saved i t d u r i n g 

the p a s t few y e a r s . F i f t y - e i g h t pe r cen t o f compartment who l e -

s a l e r s and 69% of e s t a b l i s h e d w h o l e s a l e r s s a i d t h a t they would 

i n v e s t a l l or p a r t of t h a t sum i n i m p r o v i n g t h e i r p r e s e n t b u s i -

ne s s e s . 

F i n a l l y , the w h o l e s a l e r s were asked s e v e r a l q u e s t i o n s to 

determine t h e i r w i l l i n g n e s s to adopt new p r a c t i c e s . Of compart -

ment and e s t a b l i s h e d w h o l e s a l e r s , 12% and 79%, r e s p e c t i v e l y , r e s -

ponded t h a t they marked p r i c e s on t h e i r c ommod i t i e s ; 42% and 47%, 

r e s p e c t i v e l y , s a i d they t r i e d to s e l l p r o d u c t s t h a t were new on 

the ma r ke t ; and 61% and 84%, r e s p e c t i v e l y , r e p o r t e d p r o t e c t i n g 

t h e i r p r oduc t s from n a t u r a l e l e m e n t s , r a t s or i n s e c t s . When 

these i tems were g rouped i n t o an i ndex w i t h 1 e q u a l i n g no adop-

t i o n and 3 e q u a l i n g complete a d o p t i o n , the average adop t i on was 

1 . 8 and 2 . 4 , r e s p e c t i v e l y , i n d i c a t i n g t h a t the e s t a b l i s h e d who le -

s a l e r s are more w i l l i n g to change than are the compartment who l e -

s a l e r s . 

C o n c l u s i ons 

T h i s s e c t i o n has d e s c r i b e d the b e h a v i o r and p r a c t i c e s o f 

compartment and e s t a b l i s h e d w h o l e s a l e r s . Both tended to p r i c e on 

a f i x e d ma r g i n . Few used p r i c e to a t t r a c t cus tomers o r m a i n t a i n e d 

g e n e r a l l y lower p r i c e s than o t h e r w h o l e s a l e r s . On the o the r hand, 

most d i d p r i c e a c c o r d i n g to the q u a l i t y o f t h e i r s t o c k and d i d 

s o r t t h e i r s t o c k s by l e v e l o f q u a l i t y . I t i s e v i d e n t t ha t who l e -

s a l e r s d i d not f ee l t h a t they cou ld g a i n by p r i c i n g a t lower p r i c e s 

than c o m p e t i t i o n to the e x t e n t t h a t the s e l f - s e r v i c e r e t a i l e r s d i d . 

As w i th the a t o m i s t i c r e t a i l e r s , compartment w h o l e s a l e r s tended to 

use s h o r t - t e r m , h i g h - c o s t c r e d i t , w h i l e e s t a b l i s h e d w h o l e s a l e r s 

used much l o w e r - c o s t c r e d i t . The compartment w h o l e s a l e r t y p i c a l l y 

was not exposed to the mass med ia ; the e s t a b l i s h e d w h o l e s a l e r was 



e x p o s e d to a l l the media i n s i g n i f i c a n t p r o p o r t i o n s . F i n a l l y , 

t hough more compartment w h o l e s a l e r s were w i l l i n g to r e i n v e s t i n 

t h e i r b u s i n e s s e s than were the a t o m i s t i c r e t a i l e r s , e s t a b l i s h e d 

w h o l e s a l e r s were w i l l i n g to r e i n v e s t i n abou t the same p r o p o r t i o n s 

as the s e l f - s e r v i c e r e t a i l e r s . 

P e r f o r m a n c e C h a r a c t e r i s t i c s 
o f Food W h o l e s a l e r s 

B e f o r e t u r n i n g to mea su re s o f p e r f o r m a n c e , i t i s n e c e s s a r y 

to u n d e r s t a n d who the w h o l e s a l e r s s e r v e and what f u n c t i o n s t hey 

p e r f o r m . 

F u n c t i o n s and S e r v i c e s P e r f o r m e d by W h o l e s a l e r s 

E a r l i e r a n a l y s i s i n d i c a t e d t h a t r e t a i l e r s b o u g h t i n s u b s t a n -

t i a l numbers f rom compartment and e s t a b l i s h e d w h o l e s a l e r s . How-

e v e r , t h e s e a re no t the o n l y c u s t o m e r s t h a t w h o l e s a l e r s have ( T a b l e 

5 . 3 0 ) . Compartment and e s t a b l i s h e d w h o l e s a l e r s s e r v e d the same 

k i n d s o f c u s t o m e r s , e x c e p t t h a t the e s t a b l i s h e d w h o l e s a l e r s had 

more s e l f - s e r v i c e r e t a i l e r and w h o l e s a l e r c u s t o m e r s . 

T a b l e 5 . 3 0 P e r c e n t o f Compartment and E s t a b l i s h e d 
W h o l e s a l e r s S e l l i n g to D i f f e r e n t Cus tomer 
Types (% g i v e n 6 r e s p o n s e s ) 

Cu s tomer Type Compartment 
W h o l e s a l e r s 

Es t a b i i s h e d 
W h o l e s a l e r s 

S e l f - s e r v i c e r e t a i l e r 32 61 

Feirantes 99 90 

O t h e r r e t a i l e r s 83 88 

W h o l e s a l e r s 28 53 

R e s t a u r a n t s , b a r s , and h o t e l s 41 48 

O t h e r s 26 31 

SOURCE: SUDENE/MSU W h o l e s a l e r S u r v e y ( 1 9 6 7 ) . 

Mo s t compartment and e s t a b l i s h e d w h o l e s a l e r s f e l t t h a t t h e i r 

c u s t o m e r s were p r i c e - q u a l i t y k n o w l e d g e a b l e . N i n e t y - o n e p e r c e n t 

and 9 3% , r e s p e c t i v e l y , f e l t t h a t t h e i r c u s t o m e r s knew the p r i c e s 

o f the same p r o d u c t s i n o t h e r p l a c e s ; 91% and 8 4% , r e s p e c t i v e l y , 

t h o u g h t t h a t t h e i r c u s t o m e r s s hopped a r ound f o r b e s t q u a l i t y ; 97% 



of both g roup s re sponded t h a t t h e i r cus tomers b a r g a i n e d ; and 96% 

and 100%, r e s p e c t i v e l y , s a i d t h a t t h e i r cus tomers knew the q u a l i -

t i e s t h a t they s o l d . F u r t h e r , 94% and 80%, r e s p e c t i v e l y , f e l t 

t h a t t h e i r cus tomers wanted to buy the same q u a l i t y each time o f 

p u r c h a s e . F i n a l l y , 74% and 76%, r e s p e c t i v e l y , f e l t t h a t cus tomers 

t h o u g h t q u a l i t y was more i m p o r t a n t than p r i c e . 

Some o f the f u n c t i o n s t h a t w h o l e s a l e r s pe r fo rm have been 

i n d i c a t e d p r e v i o u s l y . These f u n c t i o n s are the t r a n s a c t i o n a l , 

b u l k - b r e a k i n g and t r a n s p o r t a t i o n f u n c t i o n s . Other w h o l e s a l e r 

f u n c t i o n s are p r e s e n t e d below. 

F o r t y - e i g h t pe r cen t o f the compartment w h o l e s a l e r s gave no 

c r e d i t , w h i l e 24% d i d o n e - f o u r t h , 17% d i d o n e - h a l f , and 11% d i d 

t h r e e - f o u r t h s o f the w h o l e s a l e volume on c r e d i t . E l e ven pe r cen t 

r e p o r t e d t h a t they made some d e l i v e r i e s to t h e i r c u s t o m e r s ' p l a c e s 

o f b u s i n e s s . 

F i f t y - t h r e e pe r cen t o f the e s t a b l i s h e d w h o l e s a l e r s gave no 

c r e d i t , w h i l e 5% gave 1 -30% o f t h e i r cu s tomers c r e d i t , 14% gave 

40-60% o f t h e i r cus tomers c r e d i t , and 19% gave 70-90% of t h e i r 

cus tomers c r e d i t . N ine pe r cen t gave a l l o f t h e i r cus tomers c r e d i t . 

T w e n t y - s i x pe r cen t r e p o r t e d t ha t they d e l i v e r e d some s a l e s p r o d u c t s 

to t h e i r c u s t o m e r s ' p l a c e s o f b u s i n e s s . 

W h o l e s a l e r s i n both c a t e g o r i e s per fo rmed a few o the r f u n c -

t i o n s . Of compartment and e s t a b l i s h e d w h o l e s a l e r s i n t e r v i e w e d , 

12% and 14%, r e s p e c t i v e l y , r e p o r t e d t h a t they d i d some p r o c e s s i n g 

( such as c u t t i n g , t r i m m i n g , e t c . ) ; 8% and 7%, r e s p e c t i v e l y , s a i d 

they a l s o p roduced some p r o d u c t s ; 9% and 14%, r e s p e c t i v e l y , s a i d 

they were b r o k e r s ; 3% and 16%, r e s p e c t i v e l y , s a i d they were wa re -

h o u s e s ; and 0% and 47%, r e s p e c t i v e l y , r e p o r t e d making impo r t s 

from o u t s i d e the c o u n t r y . 

Measu re s of W h o l e s a l e r Per formance 

S p o i 1 age - As w i t h r e t a i l e r s , s p o i l a g e i s a ve ry i m p o r t a n t 

i n d i c a t i o n o f the per formance o f w h o l e s a l e r s . Compartment w h o l e -

s a l e r s h a n d l i n g f r u i t s and v e g e t a b l e s have about the same s p o i l a g e 

r a t e s as a t o m i s t i c r e t a i l e r s h a n d l i n g the same p r o d u c t s . The 

e s t a b l i s h e d w h o l e s a l e r s r e p o r t e d l o s s e s o f s t a p l e foods ( r i c e , 

beans and manioc f l o u r ) a v e r a g i n g between 2 and 4%, w i t h a d d i t i o n a l 

f i n a n c i a l l o s s e s due to p r oduc t d e t e r i o r a t i o n (Tab le 5 . 3 1 ) . 

P r i c e M a r g i n s - As noted i n the r e t a i l e r c h a p t e r , s p o i l a g e 

r a t e s f o r s p o i l e d but s a l a b l e commodit ies reduce the ma rg i n s be -

tween the a c t u a l s e l l i n g p r i c e at any g i v e n time and the c o s t o f 



Table 5 .31 S p o i l a g e 
C a r r i ed 

of S e l e c t e d P r o d u c t s 
by W h o l e s a l e r s 

Commodi t i e s % S p o i l ä g e % 
S a l a b l e 

S p o i 1 age 
U n s a l a b l e 

Compartment W h o l e s a l e r s : 

Bananas 19. ,56 11 .19 

Tomatoes 13. ,00 11.00 

E s t a b l i s h e d W h o l e s a l e r s : 

Ri ce 6. .24 2 . 49 

Beans 13. .71 2 .77 

Man ioc f l o u r 10. .25 3 .67 

SOURCE: SUDENE/MSU W h o l e s a l e r Su r vey ( 1 9 6 7 ) . 

tho se good s . Hence, the g r e a t e r the s p o i l a g e , the s m a l l e r the mar-

g i n r e p o r t e d . Thu s , ma rg i n s are d i f f i c u l t to compare, but do g i v e 

some o rde r o f magnitude as to the c o s t s of w h o l e s a l e o p e r a t i o n s 

(Tab le 5 . 3 2 ) . 

Tab le 5.32 P r i c e M a r g i n s by S e l e c t e d 
Commodit ies f o r W h o l e s a l e r s 

Commodi t i e s Ma r g i n as a Pe rcen t 
o f S e l l i n g P r i ce 

Compartment W h o l e s a l e r s : 

Bananas 20% 

Tomatoes 18% 

E s t a b l i s h e d W h o l e s a l e r s : 

Ri ce 9% 

Beans 13% 

Manioc f l o u r 17% 

SOURCE: SUDENE/MSU W h o l e s a l e r Su r vey ( 1 9 6 7 ) . 



L i m i t a t i o n s o f Who le sa l e Food 
M a r k e t i n g i n R e c i f e 

The next s tep i n t h i s a n a l y s i s i s to see how the w h o l e s a l e r s 

are c o n s t r a i n e d by t h e i r p e r c e p t i o n s of t h e i r env i ronment and t h e i r 

i n t e r n a l p r e d i s p o s i t i o n s o r n o t i o n s of how the wo r l d o p e r a t e s . 

These two k i n d s of b a r r i e r s have been c a l l e d e x t e r n a l and i n t e r n a l 

b a r r i e r s , r e s p e c t i v e l y , i n the r e t a i l e r s e c t i o n o f t h i s c h a p t e r , 

and w i l l be c a r r i e d f o rwa rd here f o r w h o l e s a l e r s . 

E x t e r n a l B a r r i e r s 

Both compartment and e s t a b l i s h e d w h o l e s a l e r s tended to agree 

on most o f the b a r r i e r s . On the o v e r - a l l i ndex of b a r r i e r a g r e e -

ment (w i th 1 e q u a l i n g complete agreement and 3 be ing complete d i s -

agreement about which b a r r i e r s were i m p o r t a n t ) , both t ypes of 

w h o l e s a l e r s r e g i s t e r e d an average of 1 . 7 . F u r t h e r , out o f 21 b a r -

r i e r q u e s t i o n s , the compartment w h o l e s a l e r s saw 4 (19%) as be i n g 

l e s s impo r t an t on the who l e , w h i l e the e s t a b l i s h e d w h o l e s a l e r s saw 

on l y 2 (10%) i n t h i s c a t e g o r y . Thu s , these w h o l e s a l e r s r e a c t to 

t h e i r env i ronment very much l i k e the a t o m i s t i c r e t a i l e r s do. I t 

i s i n t e r e s t i n g to note t h a t 15% of the compartment w h o l e s a l e r s and 

21% of the e s t a b l i s h e d w h o l e s a l e r s d i d not d e s i r e to expand t h e i r 

b u s i n e s s e s . A g a i n , some of t he se w h o l e s a l e r s do not show a compe-

t i t i v e s p i r i t o r a f e e l i n g t h a t they can c o n t r o l t h e i r s u c c e s s . 

The f o l l o w i n g a n a l y s i s of b a r r i e r s r e i n f o r c e s t h i s c o n c l u s i o n . 

Tab le 5 .33 p r e s e n t s the r e l a t i v e impor tance o f the v a r i o u s 

b a r r i e r s as they r e l a t e to e x p a n s i o n by the r e s p o n d e n t s . The l a ck 

o f f i n a n c i a l r e s o u r c e s i s c l e a r l y the major problem f o r both t ype s 

o f w h o l e s a l e r s , w i th l ack o f demand be ing second . I t i s i n t e r e s t -

i n g to note that the l a r g e r e s t a b l i s h e d w h o l e s a l e r s f e l t t h a t l a c k 

of demand was impo r t an t i n g r e a t e r p r o p o r t i o n s than d i d compartment 

w h o l e s a l e r s . F i nance s were c o n s i d e r e d impo r t an t by fewer e s t a b -

l i s h e d w h o l e s a l e r s . N e i t h e r type v iewed c o m p e t i t i o n as i m p o r t a n t . 

Tab le 5.34 shows the same two prob lems as i m p o r t a n t when 

r e l a t e d to p r o f i t s but l e s s so than b e f o r e . For the compartment 

w h o l e s a l e r s , the c o s t of p r o d u c t s , the l a ck of s u p p l y , and compe-

t i t i o n i n c r e a s e d s l i g h t l y i n impo r t ance , w h i l e the c o s t of p r oduc t s 

seemed to g a i n a g r e a t deal o f impor tance f o r the e s t a b l i s h e d who le -

s a l e r s . 

Tab le 5 .35 p r e s e n t s i n d i v i d u a l r e a c t i o n s to e xpan s i on b a r r i e r s . 

Here , each b a r r i e r was ment ioned i n d i v i d u a l l y and the r e sponden t i n -

d i c a t e d whether or not i t was very i m p o r t a n t . The l a ck of r e g u l a r 



Table 5 .33 P e r c e i v e d R e l a t i v e Importance o f B a r r i e r s 
to E xpan s i on by W h o l e s a l e r Type ( i n p e r c e n t ) 

F i r s t r e s p o n s e s and t o t a l 
o f t h r ee r e s p o n s e s . The 

most impo r tan t problems 
p r e v e n t i n g e x p a n s i o n . 

Compartment 
W h o l e s a l e r s 

Es t a b ! i shed 
W h o l e s a l e r s 

F i r s t r e s p o n s e s and t o t a l 
o f t h r ee r e s p o n s e s . The 

most impo r tan t problems 
p r e v e n t i n g e x p a n s i o n . F i r s t Tota l F i r s t To t a l 

Lack o f money 
Lack of s a l e s 
Poor l o c a t i o n 
High p roduc t p r i c e s 
Lack of s u p p l i e s 
Too much c o m p e t i t i o n 
Government laws 
Other 

76 84 
16 25 

0 2 
2 2 
0 5 
0 0 
2 2 
4 18 

53 57 
21 36 

0 8 
2 11 
2 2 
2 8 
8 9 

12 19 

SOURCE: SUDENE/MSU W h o l e s a l e r S u r vey ( 1 9 6 7 ) . 

Tab le 5 .34 P e r c e i v e d R e l a t i v e Impor tance o f L i m i t a t i o n s 
on P r o f i t s by W h o l e s a l e r Type ( i n p e r c e n t ) 

F i r s t r e s p o n s e s and t o t a l 
o f t h ree r e s p o n s e s . The 

most impo r t an t problems 
p r e v e n t i n g h i g h e r p r o f i t s . 

Compartment 
W h o l e s a l e r s 

E s t a b l i shed 
W h o l e s a l e r s 

F i r s t r e s p o n s e s and t o t a l 
o f t h ree r e s p o n s e s . The 

most impo r t an t problems 
p r e v e n t i n g h i g h e r p r o f i t s . F i r s t Tota l F i r s t To ta l 

Lack o f money 
Lack of s a l e s 
Poor l o c a t i o n 
Hi gh p r oduc t p r i ces 
Lack of s u p p l y 
Too much c o m p e t i t i o n 
Government laws 
Other 

33 38 
32 48 

0 3 
8 14 
8 11 
6 12 
0 3 

13 21 

100% 

30 34 
20 31 

0 1 
21 31 

6 11 
1 4 
9 10 

13 17 

100% 

SOURCE: SUDENE/MSU W h o l e s a l e r Su r vey ( 1 9 6 7 ) . 

cus tomers was r ega rded as impo r tan t by most o f the w h o l e s a l e r s , e s -

p e c i a l l y e s t a b l i s h e d w h o l e s a l e r s . Though the l a c k o f a b i l i t y to 

ge t a loan and the c o s t o f l oan s were c o n s i d e r e d impo r t an t by both 

types o f r e t a i l e r s , compartment w h o l e s a l e r s p l a ced more impor tance 

on the a b i l i t y to o b t a i n l o a n s , wh i l e e s t a b l i s h e d w h o l e s a l e r s saw 

c o s t as more impo r t an t . F u r t h e r , i t i s no tewor thy t h a t g r e a t e r p r o -

p o r t i o n s o f the e s t a b l i s h e d w h o l e s a l e r s (62%) than o t h e r w h o l e s a l e r s 



[25%) or r e t a i l e r s saw the t h r e a t o f government change as i m p o r t a n t . 

T h i s r e f l e c t s the f a c t t h a t the e s t a b l i s h e d w h o l e s a l e r i s be ing by -

pa s s ed due to changes i n the laws g o v e r n i n g channel a c t i v i t i e s . 

Because o f such c h a n g e s , more and more m a n u f a c t u r e r s are s e l l i n g 

d i r e c t l y to r e t a i l e r s , c a u s i n g a dec rea se i n use o f w h o l e s a l e r s . 

Thu s , impor tance i s c o n s i s t e n t l y p l a c e d on demand as a b a r r i e r , a l -

though these o p e r a t o r s are l a r g e . The major f u n c t i o n o f the e s t a b -

l i s h e d w h o l e s a l e r i s be i ng per fo rmed e l s ewhere i n the s y s t e m , and 

the e s t a b l i s h e d w h o l e s a l e r s f ee l the e f f e c t s . Though the e s t a b l i s h e d 

w h o l e s a l e r s e x p e r i e n c e the l a c k of c u s t o m e r s , t h e y , l i k e the compar t -

ment w h o l e s a l e r s , do not c o n s i d e r c o m p e t i t i o n r e l a t i v e l y i m p o r t a n t . 

Tab le 5 .35 P e r c e p t i o n of E x t e r n a l B a r r i e r s to 
E x p a n s i o n Held by W h o l e s a l e r s Who 
D e s i r e to Expand by W h o l e s a l e r Type 

Of those who d e s i r e to improve , the 
pe r cen t who f ee l one of the most Compartment Es t a b i i shed 

i m p o r t a n t r ea son s p r e v e n t i n g t h e i r W h o l e s a l e r s W h o l e s a l e r s 
e x p a n s i o n i s : % % 

Lack o f a b i l i t y to o b t a i n l o an 80 62 
Lack of r e g u l a r cus tomers 87 94 
High c o s t o f bo r r ow ing money 71 75 
D i f f i c u l t y o f f i n d i n g good l o c a t i o n 75 62 
I r r e g u l a r s u p p l y o f p r o d u c t s 67 77 
Danger o f f l o o d s 58 57 
General i n c r e a s e i n c o m p e t i t i o n 49 58 
R i s k o f changes i n c u r r e n t p o l i c y 

and laws 25 62 
Do not d e s i r e to improve 15 21 

SOURCE: SUDENE/MSU W h o l e s a l e r Su r vey (1 9 6 7 ) . 

Tab le 5 .36 p r e s e n t s the p r o p o r t i o n s of r e sponden t s who f e l t 

t ha t v a r i o u s b a r r i e r s to p r o f i t s were i m p o r t a n t . V a r i o u s o p e r a t -

i n g prob lems became impo r t an t when p r o f i t s were c o n s i d e r e d . I t i s 

i n t e r e s t i n g t h a t the e s t a b l i s h e d w h o l e s a l e r s fee l t h a t c o m p e t i t i o n 

l i m i t s t h e i r p r o f i t s a l ong w i th demand c o n d i t i o n s . 

In summary, the compartment w h o l e s a l e r p e r c e i v e d h i s e n v i r o n -

ment much as d i d the a t o m i s t i c r e t a i l e r . On the o t h e r hand, the 

e s t a b l i s h e d w h o l e s a l e r p e r c e i v e d h i s b a r r i e r s as be i ng g r e a t e r i n 

number and more s e v e r e than s e l f - s e r v i c e r e t a i l e r s d i d , w i th a 

g r e a t e r emphas i s on demand p rob l ems . Both t ypes o f r e t a i l e r s t end -

ed to g i v e c o n s i d e r a b l y more we i gh t to demand problems than to 



s u p p l y problems when g i v e n the o p p o r t u n i t y to f r e e l y choose the 

most impo r t an t b a r r i e r s . 

Tab le 5.36 P e r c e p t i o n o f E x t e r n a l B a r r i e r s 
to P r o f i t by W h o l e s a l e r Type 

The Most Impor tan t Reasons 
L i m i t i n g P r o f i t 

Compartment 
W h o l e s a l e r s 

% 

Es t a b l i shed 
Who le sa le rs 

% 

V a r y i n g p r i c e s 89 71 
P roduc t s p o i l a g e 92 89 
V a r y i n g q u a n t i t i e s o f customer 

pu rcha se weekly 80 70 
Compe t i t i on 67 81 
I r r e g u l a r s u p p l y o f p r oduc t 67 74 
Lack o f i n f o r m a t i o n about p r i c e 53 56 
Lack of i n f o r m a t i o n on q u a n t i t y 

o f p r oduc t s a v a i l a b l e 46 53 

SOURCE: SUDENE/MSU W h o l e s a l e r Su r vey ( 1 9 6 7 ) . 

I n t e r n a l B a r r i e r s 

As was done i n the r e t a i l e r s e c t i o n , some of the b e l i e f s and 

a t t i t u d e s o f the w h o l e s a l e r s were summed i n t o i n d i c e s w i th 1 r e p r e -

s e n t i n g agreement w i th a t r a d i t i o n a l v a l ue and 3 r e p r e s e n t i n g a g r e e -

ment w i th a modern v a l u e . Tab le 5 .37 p r e s e n t s the a ve r age s of these 

i n d i c e s and a t t i t u d e s by w h o l e s a l e r t ype . In compar i son w i th com-

partment w h o l e s a l e r s , e s t a b l i s h e d w h o l e s a l e r s were l e s s a f f e c t e d by 

s o c i a l s a n c t i o n on s u c c e s s , l e s s l o c a t i o n a l l y a f f e c t e d by f a m i l y , 

and l e s s i n f l u e n c e d by a b e l i e f i n f a t e . 

The l a r g e w h o l e s a l e r s were on l y s l i g h t l y more t r u s t f u l and 

on l y a l i t t l e more m a n a g e r i a l l y - o r i e n ted than the compartment who le -

s a l e r s . Though somewhat s m a l l e r p r o p o r t i o n s o f the e s t a b l i s h e d 

w h o l e s a l e r s wanted to improve t h e i r b u s i n e s s e s as compared to the 

compartment w h o l e s a l e r s , they tended to be more modern than compart -

ment w h o l e s a l e r s . 

Compartment w h o l e s a l e r s are about as modern as a t o m i s t i c and 

ne i ghbo rhood r e t a i l e r s , w h i l e e s t a b l i s h e d w h o l e s a l e r s are more mod-

ern than these r e t a i l e r s but l e s s modern than s e l f - s e r v i c e r e t a i l e r s . 

The w h o l e s a l e sy s tem which s e r v i c e s the t r a d i t i o n a l r e t a i l s y s tem i s 

a l s o , as m ight be e xpec ted , l a r g e l y t r a d i t i o n a l i n i t s v i e w p o i n t . 



Tab le 5 .37 I n t e r n a l B a r r i e r s by W h o l e s a l e r Type 

Item Compartment 
W h o ! e s a l e r s 

Es t a b i i shed 
W h o ! e s a l e r s 

1. Ne i ghbo r s do not want you 
to p r o s p e r 1 . 65 1 . 86 

2. D e s i r e to l i v e near f a m i l y 1. 35 1 . 93 

3. I ndex o f f a t a l i s m 1 . 77 2. 11 

4. I ndex o f i n t e r p e r s o n a l 
t r u s t 1 . 77 1 . 83 

5. I ndex o f manage r i a l t a l e n t 2. 32 2. 42 

6. D e s i r e no t to improve h i s 
bu s i nes s 2. 70 2. 56 

7. I ndex of modern i t y 1 . 77 2. 02 

SOURCE: SUDENE/MSU W h o l e s a l e r Su r vey ( 1 9 6 7 ) . 

Summary and C o n c l u s i o n s : Who le sa l e D i s t r i b u t i o n 

The purpose o f t h i s s e c t i o n has been to p r e s e n t the na tu re 

o f the urban w h o l e s a l e r i n an attempt to d e f i n e h i s r o l e i n the 

food d i s t r i b u t i o n s y s tem as we l l as to s t udy the q u e s t i o n s fo rmu-

l a t e d i n the b e g i n n i n g o f the c h a p t e r . C l e a r l y , compartment 

w h o l e s a l e r s are much l i k e a t o m i s t i c r e t a i l e r s i n a lmos t every 

d e t a i l , and thus the c o n c l u s i o n s made f o r the a t o m i s t i c r e t a i l e r s 

are f i t t i n g here as w e l l . I n e s s e n c e , t hen , compartment who l e -

s a l e r s do not have the s c a l e o f o p e r a t i o n nor the r e s o u r c e s to 

change t h e i r env i ronment and thus c o n t i n u e to ope ra te i n the t r a -

d i t i o n a l d i s t r i b u t i o n s y s tem. T h i s causes d i s t o r t i o n s which f o r c e 

the consumer to pay more f o r lower q u a l i t y p r oduc t s and f o r c e s 

p r i o r channel members to ope ra te w i th g r e a t e r r i s k s i n terms of 

p r i c e f l u c t u a t i o n s , s p o i l a g e l o s s , e t c . 

U n l i k e l a r g e r e t a i l e r s , e s t a b l i s h e d w h o l e s a l e r s do not seem 

to f o l l o w the same c o m p e t i t i v e p r a c t i c e s and are thus not u s i n g 

t h e i r s i z e and f i n a n c i a l r e s o u r c e s to g a i n c o m p e t i t i v e advan tage . 

R a t h e r , these l a r g e w h o l e s a l e r s are f a c i n g a d e c r e a s i n g demand f o r 

t h e i r s e r v i c e s w i th l i t t l e p o s i t i v e r e a c t i o n . Though w h o l e s a l e r s 

who had a l r e a d y gone out o f b u s i n e s s were not i n c l u d e d i n the sam-

p l e , s e v e r a l were encounte red i n the s e l f - s e r v i c e r e t a i l b u s i n e s s . 

T h i s s h i f t i n d i c a t e s a p o s s i b l e means o f emp loy ing the e s t a b l i s h e d 

w h o l e s a l e r s to g a i n the use o f t h e i r r e s o u r c e and s a l e s volume 



power as we l l as t h e i r manage r i a l t a l e n t . The s h i f t i n g o f the 

more adap tab le o f these b u s i n e s s e s i n t o the r e t a i l s e l f - s e r v i c e 

b u s i n e s s would p l a ce these u n i t s i n a more c o m p e t i t i v e atmosphere 

where the use of t h e i r a b i l i t y would be encouraged and t h e i r 

knowledge as w h o l e s a l e r s c ou l d a i d i n b r i n g i n g about v e r t i c a l 

i n t e g r a t i on. 



CHAPTER 6 

THE URBAN FOOD MARKETING SYSTEM- -

CONCLUSIONS AND RECOMMENDATIONS 

The l a r g e l y t r a d i t i o n a l urban food d i s t r i b u t i o n s y s tem 

d e s c r i b e d i n Chapter 5 i s b e g i n n i n g to change i n two ways . The 

f i r s t change i s t h a t which s t a r t e d at the r e t a i l l e v e l w i th the 

i n t r o d u c t i o n o f s e l f - s e r v i c e s t o r e s and e v o l v e d i n t o l a r g e - s c a l e 

food r e t a i l i n g . The second i s the change i n the w h o l e s a l e s t r u c -

t u r e wh ich has been i n t r o d u c e d by SUDENE t h rough re fo rms of the 

urban w h o l e s a l e market s y s tem. I t i s n e c e s s a r y to l ook at the 

i m p l i c a t i o n s o f t he se changes to see how they might be g u i d e d 

and r e i n f o r c e d . Th i s c h a p t e r w i l l deal f i r s t w i t h the r e t a i l 

change , s e c o n d l y w i t h the w h o l e s a l e r e f o r m , and f i n a l l y w i t h one 

s e t o f recommendat ions wh ich f l ows from the a n a l y s i s . 

The Spontaneous E v o l u t i o n o f L a r g e - S c a l e R e t a i l i n g 

Though a compa r i s on o f s e l f - s e r v i c e r e t a i l e r s to the r e s t 

o f the r e t a i l e r s has been made, i t i s u s e f u l to summarize the 

d i f f e r e n c e s wh ich emphas ize t h a t the l a r g e s t r e t a i l e r s are the 

l e ad edge o f t h i s change. 

The e v i d e n c e p r e s e n t e d i n Chapter 5 i n d i c a t e s t h a t the re 

i s a s u b s t a n t i a l d i s t a n c e between the mass o f t r a d i t i o n a l s y s tem 

o p e r a t o r s ( 7 , 8 0 0 ) and the few (6 ) l a r g e s t r e t a i l o p e r a t i o n s , 

wh ich w i l l be r e f e r r e d to as s u p e r m a r k e t s . Whereas t r a d i t i o n a l 

o p e r a t o r s are s t a g n a n t or d e c r e a s i n g i n vo lume, s upe rma rke t s are 

expand ing r a p i d l y . A l s o , t h e i r per u n i t s i z e (mean: 465 squa re 

mete r s ) i s 22 t imes t h a t o f n e i g h b o r h o o d s t o r e s and 155 t imes 

t ha t o f a t o m i s t i c r e t a i l e r s . I n terms o f s a l e s , the s upe rmarke t 

mean (NC r$81 , 333 per week) i s 116 t imes t h a t o f the ne i ghbo rhood 

s t o r e ave rage and 153 t imes t h a t o f the a t o m i s t i c r e t a i l e r s ' 

ave rage sa le s . . The r e l a t i v e per u n i t impact o f s upe rma rke t s v e r -

s u s t r a d i t i o n a l u n i t s i s g r e a t . 

A second v a r i a b l e i n wh ich s upe rmarke t s are l e a g u e s a p a r t 

from t r a d i t i o n a l r e t a i l e r s i s i n t h e i r a b i l i t y to change. E v i -

dence o f t h i s not o n l y i s d e f i n i t i o n a l - - s u p e r m a r k e t s are a 

c h a n g e - - b u t a l s o i s shown by the i n d i c e s mea su r i n g change. S u p e r -

m a r k e t s 1 p r a c t i c e s are i n n o v a t i v e , w h i l e t r a d i t i o n a l r e t a i l e r s ' 

are n o t . These s i x l a r g e s t r e t a i l e r s a l s o f ee l t h a t they have the 



r e s o u r c e s to change w i t h i n t h e i r e n v i r o n m e n t , whereas the t r a d i -

t i o n a l r e t a i l e r f e e l s o p p r e s s e d by h i s env i ronment and powe r l e s s 

to take the i n i t i a t i v e to change. These may be very r a t i o n a l 

r e a c t i o n s , g i v e n the s i z e and the t e c h n o l o g y wh ich the t r a d i t i o n -

al r e t a i l e r has at h i s d i s p o s a l . F u r t h e r , the t r a d i t i o n a l r e t a i l -

e r s are more s u s c e p t i b l e to non-economic f o r c e s i n the s y s tem. 

These sma l l r e t a i l e r s a r e more r e s t r i c t e d by f a m i l y l o c a t i o n , by 

t h e i r p e e r s , by t h e i r f a t a l i s t i c a t t i t u d e s and l a c k of t r u s t i n 

o t h e r s than are the l a r g e r r e t a i l e r s . 

Thu s , c l e a r l y , t he se l a r g e r e t a i l e r s are not bound by the 

c o n s t r a i n t s t h a t t i e the t r a d i t i o n a l o p e r a t o r to h i s t r a d i t i o n a l 

s y s t em. Supermarket s are f r e e r to change and do change. That 

i s to s a y , s upe rmarke t s are f r e e to ac t i n r e l a t i o n to c ompe t i -

t i v e f o r c e s , whereas e n v i r o n m e n t a l , f i n a n c i a l , non-economic 

v a r i a b l e s p r e c l u d e the sma l l u n i t from r e s p o n d i n g to c o m p e t i t i o n . 

F i n a l l y , l a r g e s e l f - s e r v i c e o p e r a t o r s w i l l r e i n v e s t i n 

t h e i r b u s i n e s s , w h i l e a t o m i s t i c r e t a i l e r s w i l l g e n e r a l l y not r e -

i n v e s t , and on l y th ree out o f f i v e ne i ghbo rhood r e t a i l e r s wou ld . 

A l ong w i t h the w i l l i n g n e s s to change , s upe rmarke t o p e r a t o r s 

have the a b i l i t y to manage the change. They are l i t e r a t e , edu-

cated and p o s s e s s manage r i a l s k i l l s , whereas t r a d i t i o n a l o p e r a t o r s 

are l a r g e l y i l l i t e r a t e , uneducated and l a c k i n g i n manage r i a l s k i l l . 

The p a y o f f o f the supe rmarke t change can a l r e a d y be seen . 

The p r i c e s o f t he se r e t a i l e r s are g e n e r a l l y lower f o r b e t t e r q u a l -

i t y than tho se of the r e s t o f the s y s t em. The s upe rmarke t s have 

lower s p o i l a g e and c r e d i t c o s t s than the t r a d i t i o n a l o p e r a t o r s . 

Supe rmarke t s buy d i r e c t l y and i n l a r g e r vo l umes , thus hav i n g 

a lower c o s t o f g o o d s . Because s upe rmarke t s are s e n s i t i v e to com-

p e t i t i o n , they tend to pas s the b e n e f i t s of t h e i r c o m p e t i t i v e ad-

van tage on to the consumer i n an attempt to grow and i n c r e a s e 

t h e i r s ha re o f the market . T h e i r p r i c i n g p o l i c i e s r e f l e c t t h i s 

f a c t . Most s upe rmarke t s r e p o r t e d t h a t they t r i e d to p r i c e below 

o t h e r s i n the same b u s i n e s s , whereas t r a d i t i o n a l o p e r a t o r s d i d 

no t . Most s upe rmarke t s r e p o r t e d t h a t they used low p r i c e as a 

c o m p e t i t i v e too l to a t t r a c t c u s t o m e r s ; t r a d i t i o n a l o p e r a t o r s gene-

r a l l y d i d no t . 

Many econom i s t s a rgue t h a t i n c r e a s i n g s c a l e away from t ha t 

which pure c o m p e t i t i o n t heo r y would i n d i c a t e as opt ima l l e ad s to 

i n c r e a s i n g monopoly power on the p a r t o f channel members, c a u s i n g 

volume r e s t r i c t i o n s and i n c r e a s e d p r i c e s . Though the a t o m i s t i c 

channel members here do not meet a l l o f the r equ i r ement s o f pure 
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c o m p e t i t o r s , the i n c r e a s e i n s c a l e o f s e l f - s e r v i c e s t o r e s has l e d 

to lower p r i c e s , g r e a t e r volume and i n c r e a s e d c o m p e t i t i o n . 

The f o l l o w i n g b r i e f h i s t o r y o f the s e l f - s e r v i c e s t o r e i n 

R e c i f e stems from a s p e c i a l depth s t u d y . U n s t r u c t u r e d i n t e r v i e w s 

were made o f most o f the s e l f - s e r v i c e s t o r e s and a sample o f the 

n o n - s e l f - s e r v i c e s t o r e s . The o b j e c t o f the s t u d y was to t r a ce the 

c o m p e t i t i v e e f f e c t s o f the s e l f - s e r v i c e i n n o v a t i o n as i t p r o g r e s s -

ed from i n c e p t i o n to the p r e s e n t t ime. Thu s , i t was n e c e s s a r y to 

i s o l a t e the change agent s and then sample v a r i o u s t ypes o f r e t a i l -

e r s at v a r i o u s d i s t a n c e s from the change agent s to determine the 

s p a t i a l c o m p e t i t i v e e f f e c t s o f these change a g e n t s . 

I n the p a s t ten y e a r s , s e l f - s e r v i c e r e t a i l i n g has grown from 

n o t h i n g to i t s p r e s e n t s i z e and impor tance i n the R e c i f e market . 

A p p r o x i m a t e l y 11% o f a l l f ood e x p e n d i t u r e s are now made i n s e l f -

s e r v i c e s t o r e s . T h i s r a p i d growth can be a t t r i b u t e d to the needs 

of the sma l l but g row ing m idd le c l a s s i n R e c i f e . For the f i r s t 

e i g h t y e a r s o f o p e r a t i o n , the s e l f - s e r v i c e s t o r e s were not c h a r a c -

t e r i z e d by a h i gh vo lume, low p r i c e concep t . G ro s s ma rg i n s ran 

from 15 to 30%, w i th the mean around 23%. These o p e r a t i o n s were 

sma l l and d i d no s i g n i f i c a n t a d v e r t i s i n g o r p r omot i on . The y e a r s 

1964 and 1965 b rough t the main e x p a n s i o n o f Comprebem i n t o s e l f -

s e r v i c e r e t a i l i n g w i t h the c o n s t r u c t i o n o f t h ree supe rmarke t s and 

the c o n v e r s i o n o f f i v e s m a l l e r s t o r e s as we l l as many i ndependent 

o p e r a t o r s i n t o s e l f - s e r v i c e . On June 12, 1966 , Bom Prego opened 

one l a r g e s upe rmarke t . 

U n t i l Bom P r e g o , a l l o f the s e l f - s e r v i c e o p e r a t o r s , i n c l u d -

i n g Comprebem, seemed content w i t h the h i gh m a r g i n , no p romot ion 

p h i l o s o p h y . Thu s , Bom Prego was the f i r s t to b r i n g low m a r g i n , 

h i g h volume p r a c t i c e s i n t o the R e c i f e market . The r e p e r c u s s i o n s 

o f t h i s i n n o v a t i o n were f e l t i n a l l c o r n e r s o f R e c i f e . Volumes 

o f o t h e r s e l f - s e r v i c e and n o n - s e l f - s e r v i c e r e t a i l e r s f e l l at the 

impact o f the low p r i c e s and p romot ion o f Bom P r e g o . More impo r -

t a n t , the h i g h ma r g i n s o f the o t h e r s e l f - s e r v i c e r e t a i l e r s r a p i d l y 

dec rea sed i n the face o f the lower marg i n c o m p e t i t i o n . The mean 

marg in dec rease was 32%. The a s s umpt i on s r e g a r d i n g these marg i n s 

and volumes were o b t a i n e d t h r ough a s p e c i a l s t udy of the s e l f -

s e r v i c e s t o r e s . 

I t i s impo r t an t to note how the changes i n ma rg i n s were e f -

f e c t e d . Bom Prego en te r ed the market w i t h one l a r g e s t o r e . T h i s 

was enough to cause Comprebem, a c ha i n of e i g h t s t o r e s i n R e c i f e , 

to lower i t s p r i c e s , c a u s i n g a head-on p r i c e c o m p e t i t i o n b a t t l e . 



The f a c t t h a t Comprebem l o w e r e d i t s p r i c e s f o r c e d the s m a l l e r 

i n d e p e n d e n t s e l f - s e r v i c e o p e r a t o r s to f o l l o w s u i t . T ab l e 6 . 1 

shows the combined e f f e c t o f Bom P r ego and Comprebem on s e ven 

o t h e r s e l f - s e r v i c e r e t a i l e r s . The owners and manage r s o f the 

s m a l l e r s u p e r m a r k e t s and mercadinhos a l m o s t u n a n i m o u s l y s t a t e d 

t h a t t hey had n e v e r f e l t the c o m p e t i t i o n o f Comprebem u n t i l Bom 

P rego opened. The e f f e c t o f Bom P rego d i d not s t o p w i t h s e l f -

s e r v i c e o u t l e t s . A r ound each s e l f - s e r v i c e o u t l e t , n e i g h b o r h o o d 

s t o r e s were a f f e c t e d , the deg ree d e p e n d i n g on t h e i r d i s t a n c e 

f rom the s e l f - s e r v i c e o u t l e t . F i n a l l y , some a t o m i s t i c r e t a i l e r s 

i n p u b l i c m a r k e t s and f e i r a s were a f f e c t e d s l i g h t l y , d e p e n d i n g 

on t h e i r p r o x i m i t y to an i m p o r t a n t s u p e r m a r k e t . T h u s , a s i m p l e 

o n e - s t o r e i n n o v a t i o n w i t h a c o r r e s p o n d ! ' n g i d e a o f h i g h v o l u m e , 

low p r i c e s e l l i n g f o r c e d the r e v o l u t i o n o f s e l l i n g p r a c t i c e s on 

compe t i n g f o od r e t a i l e r s . The e f f e c t o f t h i s change was to i n -

c r e a s e the r e a l income o f con sumer s t h r o u g h g e n e r a l l y l owe r f o o d 

p r i c e s . 

A s e c o n d b e n e f i t r e s u l t e d f rom the a d v e n t o f Bom P r e g o . 

A l m o s t no p r o m o t i o n had been u sed u n t i l Bom P r ego s t a r t e d a s u s -

t a i n e d a d v e r t i s i n g p rog ram u s i n g the mass med ia . Comprebem then 

r e a c t e d , c a u s i n g s m a l l e r s e l f - s e r v i c e o r g a n i z a t i o n s to r e a c t as 

w e l l . The r e s u l t was to draw even more peop l e to the now r e l a -

t i v e l y l owe r p r i c e d form of r e t a i l i n g , t h u s a c c e l e r a t i n g t he 

b e n e f i t s o f l o w e r p r i c e s i n the R e c i f e m a r k e t . 

One s u p e r m a r k e t owner summed up the f e e l i n g s o f the m a j o r i t y 

o f s e l f - s e r v i c e o p e r a t o r s when he c o n f i d e d t h a t the o p e n i n g o f 

Bom P r ego showed t h a t t h e i r p r e v i o u s h i g h m a r g i n , no a d v e r t i s i n g 

p o l i c y was no t a v i a b l e and e f f i c i e n t way to run a s u p e r m a r k e t . 

A l t h o u g h the s u p e r m a r k e t s o f R e c i f e c a t e r d i r e c t l y to the 

upper and m i d d l e c l a s s e s , the t r a d i t i o n a l o u t l e t s a re a f f e c t e d by 

s u p e r m a r k e t c o m p e t i t i o n i n v a r y i n g d e g r e e s , i n d i r e c t l y b e n e f i t i n g 

the l o w e r c l a s s e s . As more r e t a i l u n i t s l i k e the a b o v e - m e n t i o n e d 

a re i n t r o d u c e d , the d i s t a n c e s between t h e s e u n i t s w i l l be r e d u c e d 

and the change s i n the t r a d i t i o n a l u n i t s w i l l be more p e r v a s i v e . 

T h i s p r e s s u r e o f s u p e r m a r k e t o p e r a t i o n s e t s the s t a g e f o r a more 

r a t i o n a l s y s t e m o f d i s t r i b u t i o n f o r a l l income l e v e l s . 

S i n c e the i n c e p t i o n o f Bom P rego t h e r e have been two p r o m i -

nent d e m o n s t r a t i o n s o f the use o f r e t a i l power to r a t i o n a l i z e the 

d i s t r i b u t i o n s y s t e m . F i r s t , t hough i t was m e n t i o n e d e a r l i e r t h a t 

v e r t i c a l i n t e g r a t i o n had no t y e t t a ken p l a c e f o r a g r i c u l t u r a l n o n -

p r o c e s s e d f o o d s , one s t r i k i n g e x c e p t i o n e x i s t s . Bom P rego v e r t i -
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c a l l y i n t e g r a t e d i t s s u p p l y s y s tem f o r r i c e . T h i s i n t e g r a t i o n i n -

c l uded the channel to an owner sh ip o f the r i c e m i l l i n g o p e r a t i o n 

i n the p r o d u c t i o n a rea . The ev idence t h a t i n t e g r a t i o n r e s u l t e d i n 

lower p r i c e s f o r the consumer was p r e s e n t e d i n Chapter 5 , Tab le 

5 . 1 3 . Whi le o t h e r s e l f - s e r v i c e s t o r e s were p r i c e d s l i g h t l y above 

the s y s tem o v e r - a l l mean p r i c e f o r comparable q u a l i t y r i c e , Bom 

Prego was p r i c e d 12.8% below t h i s mean f o r b e t t e r q u a l i t y r i c e . 

Th i s i s to s ay t h a t Bom Prego was p r i c e d 15.4% below the o t h e r 

s e l f - s e r v i c e s t o r e s sampled and s o l d b e t t e r q u a l i t y r i c e . These 

k i n d s o f d i f f e r e n c e s between Bom Prego and the s e l f - s e r v i c e r e -

t a i l e r s d i d not show up f o r the o t h e r commodit ies to t h i s e x t e n t . 

Thus i t can be conc l uded t h a t v e r t i c a l i n t e g r a t i o n enab le s Bom 

Prego to reduce the p r i c e o f r i c e s u b s t a n t i a l l y and thus b e n e f i t 

the consumer. 

The second d e m o n s t r a t i o n o f the use o f a g g r e g a t e d r e t a i l 

power i s q u i t e d i f f e r e n t from the above v e r t i c a l i n t e g r a t i o n . 

I n 1966 Comprebem found i t s e l f f a c i n g an i n t o l e r a b l e s u p p l y s i t -

u a t i o n f o r e g g s . The o n l y volume s u p p l i e r o f eggs f o r R e c i f e was 

the p o u l t r y c o o p e r a t i v e , which had g a i n e d a monopoly p o s i t i o n i n 

the d i s t r i b u t i o n c h a n n e l . The on l y o t h e r d i s t r i b u t o r s o f eggs 

were the ve ry sma l l t r a d i t i o n a l o p e r a t o r s . The p o u l t r y c o o p e r a -

t i v e s t a r t e d to use i t s power to e x t r a c t r e l a t i v e l y h i gh p r i c e s 

from the l a r g e r r e t a i l e r s , who c l e a r l y c ou l d not gene ra te the 

n e c e s s a r y volume from the t r a d i t i o n a l s y s tem in the s h o r t run . 

Comprebem met the t h r e a t head-on by o r g a n i z i n g i t s p u r cha se s 

t h r ough one o f the l a r g e c o o p e r a t i v e s i n the s ou th of B r a z i l , 

more than 1 ,500 m i l e s away. Comprebem c l a imed t h a t they c o u l d 

buy the e g g s , t r u c k them no r th o ve r the poor roads which were 

o f t e n d i r t , throw out the broken eggs t h a t r e s u l t e d and s t i l l 

have a lower c o s t than i f they bought them from the l o c a l c oope r -

a t i v e . The l o s s o f the Comprebem b u s i n e s s to the c o o p e r a t i v e 

caused a c o n d i t i o n of o v e r - s u p p l y which i n 1967 f o r c e d the coop-

e r a t i v e to reduce i t s p r i c e s to a r e a s o n a b l e amount. When t h i s 

happened, Comprebem s h i f t e d i t s buy i n g back to the l o c a l c o o p e r -

a t i v e . The c l o s e n e s s o f Comprebem to the market as a r e t a i l e r 

and the c o m p e t i t i o n between i t and o t h e r r e t a i l e r s f o r c e d i t to 

l o o k f o r ways to b r i n g the customer low p r i c e s . Thu s , r a t h e r 

than a c c e p t i n g h i g h s u p p l y p r i c e s from a s u p p l y s y s tem t h a t d i d 

not f ee l the need to s e r v i c e the demand at low c o s t and d i d not 

have an env i ronment o f c o m p e t i t i o n to f o r c e i t to do s o , Compre-

bem chose to f i g h t the d i s t o r t i o n i n s u p p l y and had the s c a l e to 

do s o . 
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T h u s , R e c i f e i s e x p e r i e n c i n g the b e g i n n i n g o f c h a n g e , the 

move f rom a t r a d i t i o n a l d i s t r i b u t i o n s y s t e m to one wh i ch b r i n g s 

f o od to con sumer s a t l ower p r i c e s . C l e a r l y , t h i s b e n e f i t i s not 

o n l y d e s i r a b l e i n te rms o f i n c r e a s i n g the r e a l income o f the c o n -

s ume r , bu t a l s o has i m p l i c a t i o n s f o r a r ea deve l opment t h r o u g h i n -

c r e a s e d p r o d u c t i o n f o s t e r e d by i n c r e a s i n g f o o d and n o n - f o o d p u r -

c h a s e s , i . e . , demand has been expanded . Though change has j u s t 

s t a r t e d , i t s power must n o t be u n d e r e s t i m a t e d . Zimmerman n o t e s 

the f o l l o w i n g : 

I n a l l we wou ld f i n d t h a t man a t a c e r t a i n moment 
became aware o f the n e c e s s i t y and the p o s s i b i l i t y o f 
a l t e r i n g h i s e n v i r o n m e n t ; man became c o n v i n c e d t h a t he 
c o u l d adap t s o c i e t y to f u n d a m e n t a l l y new c o n d i t i o n s . 
I t i s t h i s p r o c e s s o f a d a p t a t i o n t h a t we c a l l economic 
d e v e l o p m e n t . 1 

Though t h i s s t a t e m e n t has been p l a c e d o u t s i d e the c o n t e x t 

t h a t Zimmerman had i n t e n d e d , i t sums up the s t e p t h a t has been 

t a k e n a t the r e t a i l l e v e l i n R e c i f e . 

The re i s u n d i s p u t a b l e e v i d e n c e t h a t a l e a d edge i s c a u s i n g 

change i n t he d i s t r i b u t i o n s y s t e m o f f o o d s i n R e c i f e . F u r t h e r , 

t h e s e change a g e n t s a re d i f f e r e n t f r om the r e s t o f the o p e r a t o r s 

i n the economic s y s t e m . T h e i r l i m i t a t i o n s a re d i f f e r e n t as w e l l . 

Whereas the t r a d i t i o n a l d i s t r i b u t i o n u n i t s have a m y r i a d o f i n -

t e r n a l and p e r c e i v e d e x t e r n a l b a r r i e r s t o c h a n g e , the s u p e r m a r k e t s 

a g r e e t h a t the l a c k o f f i n a n c i a l r e s o u r c e s and p o t e n t i a l l y a v a i l -

a b l e t e c h n i c a l a s s i s t a n c e a re t h e i r ma jo r l i m i t a t i o n s on expanded 

marke t p a r t i c i p a t i o n . A p r o g r am o f c a p i t a l a v a i l a b i l i t y t h r o u g h 

deve l opment b a n k i n g wou ld c o n s e q u e n t l y a l l o w t h e s e change a g e n t s 

to e x t e n d t h e i r b e n e f i c i a l i n f l u e n c e more r a p i d l y , as w e l l as e n -

c o u r a g e e n t r y o f p o t e n t i a l change a g e n t s who a re l i m i t e d by t h e i r 

f i n a n c i a l r e s o u r c e b a s e . A t r a i n i n g p r o g r am wou ld f u r t h e r i n c r e a s e 

the e f f i c i e n c y o f the f und s c r e a t e d by h e l p i n g t h o s e i n t e r e s t e d 

compete more e f f e c t i v e l y . 

The q u e s t i o n now a r i s e s : What happens t o the t r a d i t i o n a l 

m a r k e t i n g u n i t s as the s u p e r m a r k e t s g a i n ma rke t s h a r e ? C l e a r l y , 

i f l e f t a l o n e they w i l l be f o r c e d f u r t h e r and f u r t h e r i n t o d e s -

p e r a t i o n and p o v e r t y . The s o c i a l c o s t o f t h i s r e s u l t i s h i g h . 

T h e r e f o r e , a c o u n t e r - p r o g r a m to make t h e s e u n i t s c o m p e t i t i v e i s 

needed. I f t h e s e t y p e s o f u n i t s a re i m p r o v e d , the b e n e f i t s a c c r u e 

d i r e c t l y to the l o w e r income c o n s u m e r s . 

^ L . J . Zimmerman, Poor Lands, Rich Lands: The Widening Gap 
(New Y o r k : Random H o u s e , 1 9 6 5 ) , p. 131. 



Thus , re fo rms i n the t r a d i t i o n a l s e c t o r are d e s i r a b l e but 

the ev idence p r e s e n t e d i n Chapter 5 i n d i c a t e s t ha t these u n i t s 

are not e a s i l y changed. Hence, re fo rms can o n l y be implemented 

as the change agent s ( s u p e r m a r k e t s ) f o r c e the t r a d i t i o n a l u n i t s 

toward e x t i n c t i o n o r the r e a l i z a t i o n t h a t the a l t e r n a t i v e s are 

change or d i e . At t ha t p o i n t , a re fo rm program c o u l d be i m p l e -

mented. As ment ioned e a r l i e r , t h i s i s the p o i n t where the s t a ge 

i s s e t f o r change. 

The l e s s t r a d i t i o n a l sma l l s e l f - s e r v i c e and l a r g e r n e i g h b o r -

hood s t o r e s a l r e a d y f ee l the c o m p e t i t i v e b i t e of the supe rmarke t 

and the i m p l i e d d e c i s i o n . They are ready to embark on a program 

o f poo l ed market power. However, c o n d i t i o n s o f the ve ry sma l l 

n e i g hbo rhood s t o r e s and the a t o m i s t i c r e t a i l e r s have to d e t e r i o -

r a t e f u r t h e r be fo re they r e c o g n i z e t h e i r p l i g h t . At t h a t t ime , 

a program o f poo l ed power c o u l d be b e n e f i c i a l l y implemented, but 

i t must be ready when t h a t time a r r i v e s . 

The Who le sa l e Ma rke t Changes 

The change at w h o l e s a l e can now be v iewed. Though the p l an s 

to f o s t e r p r o d u c t i o n o f food and n o n - f o o d goods i n the N o r t h e a s t 

are many and v a r i e d , few programs have been deve loped f o r the u r -

ban d i s t r i b u t i o n s y s tem beyond government c o n t r o l s such as t a x e s , 

marg in c o n t r o l , bu y i n g and s e l l i n g o f s t o c k s , e t c . Th'ere i s 

n o t a b l y one e x c e p t i o n to t h i s l a c k o f emphas i s on the d i s t r i b u t i o n 

channel wh ich i t i s u s e f u l to r e p o r t on be fo re the recommendat ions 

o f t h i s r e s e a r c h are p r e s e n t e d . 

Du r i n g the y e a r o f A p r i l 1960 to A p r i l 1961 , a French r e -

s e a r c h team s t u d i e d the d i s t r i b u t i o n o f foods and i n 1962 p r e s e n t -

ed t h e i r r e p o r t to SUDENE. On November 22 , 1962, based on the 

f i n d i n g s o f t h i s r e s e a r c h , SUDENE c r e a t e d the C e n t r á i s de A b a s t e c i -

mento do Pernambuco, S . A . ( CAPESA ) , the Center of S upp l y f o r the 

S t a t e of Pernambuco. On November 16, 1963 , CAPESA was broadened 

to i n c l u d e a l l N o r t h e a s t B r a z i l and was renamed C e n t r á i s de Aba s -

tec imento do N o r d e s t e , S . A . (CANESA) . The o b j e c t i v e s o f CANESA 

were to r a t i o n a l i z e the food s u p p l y t h rough the c o n s t r u c t i o n o f 

t h ree urban w h o l e s a l e f a c i l i t i e s which would be i n t e r l i n k e d by 

r a d i o w i th each o t h e r and w i th the v a r i o u s p r o d u c i n g a r e a s . These 

c e n t e r s were to be i n S a l v a d o r , R e c i f e , and F o r t a l e z a . I d e a l l y , 

the p roduce r s cou l d ge t d a i l y r e p o r t s on the urban ma r ke t i n g c o n d i -

t i o n s at the th ree urban cen te r s and c o n t r a c t the s a l e o f t h e i r 

p r o d u c t s v i a the CANESA communicat ion s y s tem w i th the urban a rea . 

6 - 8 



At the urban s i d e o f t h i s ne twork , GANESA would b u i l d f a c i l i t i e s 

f o r t r a n s a c t i n g b u s i n e s s e i t h e r d i r e c t l y ( buye r and s e l l e r face 

to f a c e ) o r i n d i r e c t l y t h r ough the communicat ions s y s tem w i th the 

r u r a l a r ea . Hence, a p r oduce r c ou l d b r i n g h i s p r oduc t s d i r e c t l y 

to one o f these markets and f i n d a p l ace to s e l l them d i r e c t l y to 

the urban b u y e r s , o r he c o u l d , t h r ough the r u r a l communicat ions 

ne two r k , put h i s p r o d u c t s up f o r s a l e g i v e n c e r t i f i e d s t a n d a r d s 

and s e l l to the h i g h e s t b i d d e r i n one o f the urban m a r k e t s . Buy -

e r s are e i t h e r w h o l e s a l e r s who r e s i d e i n the market and s e l l from 

t h e i r permanent s t a l l s or are r e t a i l e r s who f r e q u e n t the market 

o r who have permanent b u y i n g s t a l l s . CANESA would a l s o f a c i l i -

t a t e t r a n s p o r t a t i o n o f goods to the urban market by o p e r a t i o n o f 

a f r e i g h t exchange. P i c k u p s i n the r u r a l area would be c o o r d i n a t -

ed w i t h sh ipment s i n urban a reas which were ready to be hau l ed to 

t ho se r u r a l d e s t i n a t i o n s . T h u s , e f f i c i e n t two-way h a u l i n g would 

be f o s t e r e d , r e d u c i n g the c o s t o f w a i t i n g and one-way h a u l i n g t h a t 

i s now p r e v a l e n t . 

Each urban m a r k e t i n g c en te r would i n c l u d e the f o l l o w i n g k i n d s 

o f f a c i l i t i e s : 

1. Open b u i l d i n g s where p r o d u c e r s o f f r u i t s and vege -
t a b l e s c ou l d r en t space by the day to use f o r the 
s a l e o f t h e i r p r o d u c t s . 

2. B u i l d i n g s d i v i d e d i n t o compartments which l a r g e r 
p r o d u c e r s , p roduce r c o o p e r a t i v e s , w h o l e s a l e r s , and 
l a r g e buye r s c o u l d r en t by the y e a r f o r the buy i ng 
and s e l l i n g o f f r u i t s and v e g e t a b l e s c o n t i n u o u s l y . 

3. B u i l d i n g s f o r the s a l e and s t o r a g e o f g r a i n s and 
ce rea l s . 

4. S i l o s f o r the s t o r a g e i n bu l k of g r a i n s and c e r e a l s . 

5. Large f r e e z e r and r e f r i g e r a t i o n s t o r a g e a reas f o r 
r e n t a l to the market u s e r s . 

6 . F a c i l i t i e s f o r v a r i o u s s u p p o r t f u n c t i o n s such as a 
t r u c k exchange , communicat ion c e n t e r , a u c t i o n rooms, 
l a b o r a t o r y f o r r e s e a r c h and t e s t i n g f o r g r a d i n g , 
bank, i n s u r a n c e a gency , po s t o f f i c e , s a n i t a r y and 
h e a l t h s e r v i c e s , h o t e l , a d m i n i s t r a t i o n o f f i c e s , e t c . 

7. Supermarket f o r r e t a i l s e l l i n g to the p u b l i c , as no 
u l t i m a t e consumers would be a l l owed i n the r e s t of 
the f a c i l i t i e s . 

The goa l o f r a t i o n a l i z i n g the s y s tem o f d i s t r i b u t i o n has f o u r 

major components . F i r s t , i t i s i n t e n d e d t h a t t h i s s y s tem b r i n g t o -

g e t h e r the p roduce r and the r e t a i l e r d i r e c t l y o r , t h r ough a who l e -

s a l e r , e l i m i n a t e many channel members wh ich now e x i s t i n between. 



Second , i t i s i n t e n d e d t h a t t h i s s y s tem sp read p r i c e and q u a n t i t y 

knowledge to both ends o f the d i s t r i b u t i o n channel so t h a t the 

p roduce r can s e l l h i s c rop s where p r i c e s are h i g h e s t . T h i r d , i t 

i s i n t ended t h a t the t r a n s p o r t i n g o f t he se commodi t ies be s t r e a m -

l i n e d by a c e n t r a l d i s p a t c h i n g p rocedure which would lower the 

c o s t o f t r a n s p o r t a t i o n and i n c r e a s e i t s s peed , thus r e d u c i n g s p o i l -

age and h a n d l i n g c o s t . F i n a l l y , i t i s i n t e n d e d t h a t the s y s tem 

i n s t i l l a s y s tem of g rades and s t a n d a r d s to a l l ow the e f f i c i e n t 

a l l o c a t i o n o f a p roduc t to i t s u s e s , as we l l as make the whole 

communicat ion and buy i ng s y s tem mean i n g f u l and r e a l i s t i c . 

At the time o f t h i s r e s e a r c h , one o f the urban c e n t e r s (Re -

c i f e ) was under c o n s t r u c t i o n , and was named Cen t r a l de Aba s t e c imen -

to de R e c i f e (CARE) . S i n c e t h a t t ime , Februa ry 15, 1968 , the p a r -

t i a l l y completed f a c i l i t y was opened f o r u se . At the time o f open-

i n g , f i v e u n i t s o f f o u r s i l o s each and s a c k i n g f a c i l i t i e s , f i v e of 

e i g h t open b u i l d i n g s f o r use by p r oduce r s of f r u i t s and v e g e t a b l e s , 

and two o f f i v e b u i l d i n g s w i t h s t a l l s f o r use by w h o l e s a l e r s were 

completed. F u r t h e r , the en t r ance f a c i l i t i e s f o r w e i g h - i n and r e -

c o r d i n g volume and type of produce per t r u c k were p a r t i a l l y com-

p l e t e d . As inducement f o r use o f the f a c i l i t i e s , there were no 

cha rge s made f o r f a c i l i t y use and a l l i n coming t r u c k s were r e q u i r e d 

to s t o p and r e g i s t e r i n the market . They were then f r ee to go on 

i n t o R e c i f e , but many chose to deal w i t h the newly e s t a b l i s h e d mer-

chan t s i n CARE. F u r t h e r , to b u i l d demand, consumers were a l l owed 

to buy anywhere i n the market and many d i d so because o f the low 

p r i c e s . Both l a r g e p roduce r c o o p e r a t i v e s and l a r g e r e t a i l e r s s e t 

up s e l l i n g and buy i n g compartments wh ich f u r t h e r s t i m u l a t e d the 

use o f the f a c i l i t i e s . W i t h i n th ree months a lmos t a l l the who l e -

s a l i n g o f f r e s h f r u i t s and v e g e t a b l e s i n R e c i f e was t r a n s f e r r e d to 

CARE, and the San ta R i t a and A fogados w h o l e s a l e market s dw ind led 

to a ve r y low volume. A s t a r t has been made, but i t i s e v i d e n t 

t h a t a ve ry l o n g road l i e s between the s t a r t and the f u l l o p e r a t i o n 

o f the CANESA s y s tem. 

The p r i n c i p a l c o n s t r a i n t on f u l l imp lementa t i on o f the CARE 

p r o j e c t under CANESA has been the s h o r t f a l l s i n annual budget s o f 

SUDENE, which have not p e r m i t t e d a l l o c a t i o n o f s u f f i c i e n t funds to 

complete c o n s t r u c t i o n o f the p h y s i c a l f a c i l i t i e s on s c h e d u l e . Only 

as the c r i t i c a l s u p p o r t f u n c t i o n s o f commun ica t i on , s t a n d a r d g r a d -

i n g , t r a n s p o r t a t i o n c o o r d i n a t i o n and commodity b r oke rage are added 

can the b a s i c concept of CANESA as a c e n t r a l w h o l e s a l e s y s tem which 

a l l o c a t e s demand and s u p p l y o f commodit ies and f a c i l i t a t e s the f low 

o f goods and s e r v i c e s and demand i n the sy s tem become a r e a l i t y . 



O t h e r w i s e , the CARE f a c i l i t y i s j u s t a w h o l e s a l e market s i m i l a r 

to what i t r e p l a c e d and may even add an e x t r a s t ep i n the channel 

d i s t r i b u t i o n . F i n a l l y , i t s h o u l d be noted t h a t the way the f a c i -

l i t i e s are now c o n s t r u c t e d , they c a t e r to sma l l volume t r a n s a c -

t i o n s . I f CANESA, t h rough CARE, i s to a i d i n the development o f 

the area to i t s f u l l e s t e x t e n t , i t must remain f l e x i b l e to hand le 

i n c r e a s i n g volume t r a n s a c t i o n s and even encourage i n c r e a s e d v o l -

ume t r a n s a c t i o n s as the r e t a i l e r s and p r o d u c e r s become able to 

i n c r e a s e t h e i r s c a l e o f o p e r a t i o n . I t would be a m i s t a ke to view 

CANESA as o n l y a s e r v i c e o r g a n i z a t i o n to the t r a d i t i o n a l ma r ke t -

i n g s y s tem o f sma l l o p e r a t o r s . R a t h e r , i t must be v iewed as an 

i n s t i t u t i o n to s t i m u l a t e and s e r v e those who are w i l l i n g to s t r u g -

g le f o r a b e t t e r way of food d i s t r i b u t i o n . 

C o n c l u s i o n s and Recommendations 

Thus f a r t h i s work has attempted to p r e s e n t a conceptua l 

framework from which the a n a l y s i s o f the urban d i s t r i b u t i o n o f 

foods can take mean ing , to p r e s e n t the data which s u p p o r t s p a r t s 

o f t h i s conceptua l f ramework , and to p r e s e n t the a n a l y s i s of the 

urban d i s t r i b u t i o n s y s tem which p r o v i d e s an u n d e r s t a n d i n g of the 

d i f f e r e n c e s i n the i n s t i t u t i o n a l s t r u c t u r e . 

The key e lements i n the conceptua l framework are noted as 

t h r e e : 

1. I n c r e a s e d s c a l e o f o p e r a t i o n 

2 . V e r t i c a l i n t e g r a t i o n and c o o r d i n a t i o n 

3. R e t a i l a g g r e g a t i o n . 

I n c r e a s e d s c a l e o f o p e r a t i o n has two p o s s i b l e p o s i t i v e e f -

f e c t s . F i r s t , the i n c r e a s e d s c a l e o f o p e r a t i o n a l l o w s economies 

o f s c a l e to o ccu r i n the buy i n g and s e l l i n g p r o c e s s . The compa r i -

son o f the r e t a i l t ypes i n terms o f per formance i n d i c a t e s t ha t 

t h i s c o n c l u s i o n has s u p p o r t . Second , the a g g r e g a t i o n o f buy ing 

power i n h e r e n t i n the i n c r e a s e i n s c a l e p r o v i d e s the p o t e n t i a l f o r 

v e r t i c a l i n t e g r a t i o n and c o o r d i n a t i o n . C e r t a i n l y i t cannot be 

s a i d t h a t the p r e s e n t channe l s f o r the s e l f - s e r v i c e r e t a i l e r s are 

a lways s h o r t e r and more e f f i c i e n t than those o f the more t r a d i t i o n -

al r e t a i l e r s , but i n many ca se s they a r e , e s p e c i a l l y f o r the very 

l a r g e r e t a i l e r s . However, i n s t a n c e s where the farmer b r i n g s h i s 

crop d i r e c t l y i n t o the urban market to be s o l d i n the s t r e e t f a i r 

or market e x i s t a l s o . B u t , as has been p o i n t e d o u t , as the urban 



market grows the t r a d i t i o n a l ma r ke t i n g sy s tem p r o l i f e r a t e s , c a u s -

i n g l ong channe l s o f a t o m i s t i c a l l y sma l l members each o f whom r e -

peat s the d i s e conom ie s o f sma l l l o t h a n d l i n g , s t o r a g e , t r a n s p o r t a -

t i o n , d e l a y s , e t c . E i t h e r t h i s p r o l i f e r a t i o n o c c u r s or some forms 

o f a g g r e g a t i o n e v o l v e . I t i s w i th t h i s p r o c e s s o f a g g r e g a t i o n t h a t 

the recommendat ions must d e a l . 

How can a g g r e g a t i o n be a ch i e ved so tha t v e r t i c a l i n t e g r a t i o n 

and c o o r d i n a t i o n o c c u r s ? Where s h o u l d a g g r e g a t i o n be encou raged ? 

These are the key q u e s t i o n s which remain and the ones which d e v e l -

opment p l a n n e r s must g r a p p l e w i t h . F i r s t , channel members, i n c l u d -

i n g p r o d u c e r s , tend to l ook toward t h e i r market as a c r i t i c a l b a r -

r i e r to expanded o u t p u t . I f t he re i s u n c e r t a i n t y o f be ing ab le to 

s e l l the p r oduc t s at a l l o r f o r a r e a s o n a b l e p r i c e , the o p e r a t o r s 

would r e s i s t i n c r e a s i n g t h e i r c o s t s to improve t h e i r f l ows o f goods 

The data i n Chapter 5 s u b s t a n t i a t e t h i s r e a s o n i n g f o r r e t a i l e r s and 

w h o l e s a l e r s . R e t a i l e r s and w h o l e s a l e r s i n the more t r a d i t i o n a l 

s y s tem of d i s t r i b u t i o n saw the u n c e r t a i n t i e s of demand as a f a r 

more i m p o r t a n t l i m i t a t i o n on t h e i r e x p a n s i o n and p r o f i t a b i l i t y than 

they d i d the c o n d i t i o n s o f s u p p l y . L o g i c a l l y , i t i s s a f e r to t r y 

to o b t a i n i n c r e a s e d s u p p l y i f demand i s a s s u r e d at s t a b l e p r i c e s 

than i t i s to attempt to i n c r e a s e s u p p l y i n the hope t h a t a f a v o r -

ab le demand c o n d i t i o n would r e s u l t . These c o n c l u s i o n s s u g g e s t one 

p o s s i b l e s t r a t e g y f o r f o s t e r i n g v e r t i c a l i n t e g r a t i o n and c o o r d i n a -

t i o n . The s u g g e s t i o n i s t h a t a g g r e g a t i o n can have e f f e c t i n 

b r e a k i n g down the b a r r i e r of the channel th rough a c l o s e l i n k a g e 

w i th mass demand i n the urban a reas which a l l o w s the a g g r e g a t i o n 

o f power i n the r e t a i l s t r u c t u r e w h i c h , i n t u r n , th rough a s e a r c h 

f o r s u p p l y s u f f i c i e n t f o r the urban demand, p r o v i d e s s u re market s 

f o r , as we l l as f o r c i n g change on, p r e ced i n g channel members. I t 

i s i n t h i s way t h a t v e r t i c a l i n t e g r a t i o n , c o o r d i n a t i o n and modern 

d i s t r i b u t i o n c ou l d be f o s t e r e d . 

The second l i n e of argument i s t h a t the re was l e s s danger i n 

a g g r e g a t i o n at the r e t a i l l e v e l than e l sewhere i n the channel be-

cause o f the p o s s i b l e c o m p e t i t i v e s t r u c t u r e t h a t c o u l d e x i s t at r e -

t a i l l e v e l but t h a t m ight not e x i s t as e a s i l y p r i o r to the r e t a i l -

e r . T h i s i s to say t ha t the urban consumer demand i s g r e a t enough 

to a l l ow many a g g r e g a t e d r e t a i l e r i n s t i t u t i o n s to e x i s t and com-

pete w h i l e a l a r g e a s semb le r might be ab le to dominate a p r o d u c i n g 

r e g i o n w i th monopoly powers . The f o r c e s o f c o m p e t i t i o n c o u l d not 

then b r i n g about the d e s i r e d e f f e c t o f e f f i c i e n c y and p r i c e r e d u c -

t i o n i n the c hanne l . The data i n Chapter 5 s u b s t a n t i a t e the f a c t 



t h a t , even i n t h e i r f l e d g l i n g f o r m , the s e l f - s e r v i c e r e t a i l e r s 

f e e l more c o m p e t i t i v e p r e s s u r e and compete more a g g r e s s i v e l y than 

the o t h e r r e t a i l e r s . The l a r g e s t r e t a i l e r s compete even more 

a g g r e s s i v e l y , as was i n d i c a t e d i n C h a p t e r 5. The depth i n t e r -

v i ews w i t h w h o l e s a l e r s and gove rnment o f f i c i a l s i n d i c a t e d t h a t 

the s t r e n g t h and i n f l u e n c e o f t he w h o l e s a l e r had a t one t ime been 

s t r o n g to the p o i n t where the w h o l e s a l e r s had e x t r a c t e d monopo l y 

p r o f i t s f rom the s y s t e m . As has been n o t e d , change s i n t he s e l l -

i n g p r a c t i c e s o f p r o d u c e r s and change s i n t a x l aws have l a r g e l y 

r educed t h i s power . The i m p o r t a n t p o i n t to be made here i s t h a t 

the w h o l e s a l e r s d i d no t use t h e i r p o s i t i o n o f power to improve 

the e f f i c i e n c y o f the c h a n n e l . I n the r u r a l a r e a s , no c o n c l u s i o n 

f rom the r e s e a r c h da t a can be made as no l a r g e a s s e m b l e r s o r b u y -

e r s were f o u n d . However , i t i s i n t e r e s t i n g to no te t h a t the s m a l l 

b u y e r s and a s s e m b l e r s d i d a c t as i f t hey were i n a n o n - c o m p e t i t i v e 
2 

e n v i r o n m e n t . 

F i n a l l y , the t h i r d a rgument on the use o f the r e t a i l s t r u c -

t u r e f o r the f o u n d a t i o n o f a g g r e g a t i o n i s t h a t the r e t a i l l e v e l 

p r o v i d e s one p l a c e to a c h i e v e s c a l e i n c r e a s e s . The c o m p a r i s o n s 

o f t he r e t a i l t y p e s i n C h a p t e r s 3 and 5 d e m o n s t r a t e t h a t a l r e a d y 

t h e r e are i n n o v a t i v e r e t a i l e r s a t t e m p t i n g to a c h i e v e the a g g r e g a -

t i o n d e s i r e d . The change i s bu t a s t a r t , but the f a c t t h a t i t i s 

o c c u r r i n g s p o n t a n e o u s l y i s e n c o u r a g i n g . T h u s , the r e t a i l s t r u c -

t u r e , a l r e a d y i n the change p r o c e s s , i s r eady f o r f u r t h e r mode rn -

i z a t i o n . At no o t h e r p o i n t i n the channe l f rom p r o d u c e r to r e t a i l -

e r s i s t h e r e an i n s t i t u t i o n a l a r r a n g e m e n t as r eady to move ahead 

as t he r e t a i l s t r u c t u r e . C e r t a i n l y the w h o l e s a l e s t r u c t u r e i s n o t , 

as p r e s e n t e d i n C h a p t e r 5 , no r a re the r u r a l i n s t i t u t i o n s wh i ch 3 

l a g f u r t h e r i n t o the t r a d i t i o n a l mode o f o p e r a t i o n . I t i s l o g i -

ca l to e x p e c t the u rban s e c t o r o f the economy to m o d e r n i z e more 

r a p i d l y t han the r u r a l s e c t o r , and i t i s i m p o r t a n t to t ake a d v a n -

tage o f t h a t change i n p r o c e s s to i n f l u e n c e the r u r a l s e c t o r to 

m o d e r n i z e as w e l l . T h i s i s the n a t u r e o f the i n t e r n a l n a t i o n a l 

( r e g i o n a l i n t h i s c a s e ) marke t t h e s i s p r e s e n t e d i n the f i r s t c h a p -

t e r . 

S e e : Dona l d W a l t e r L a r s o n , "A D i a g n o s i s o f P r o d u c t and 
F a c t o r M a r k e t P e r f o r m a n c e i n the Bean I n d u s t r y o f N o r t h e a s t B r a z i l , " 
u n p u b l i s h e d Ph .D . d i s s e r t a t i o n , M i c h i g a n S t a t e U n i v e r s i t y , 1 968 . 

3 Ibid. 



Before moving on to the s p e c i f i c recommendat ions t h a t stem 

from t h i s r e s e a r c h and conceptua l f ramework, i t i s n e c e s s a r y to 

make c l e a r two k i n d s o f l i m i t a t i o n s . F i r s t , by n a t u r e , recommen-

d a t i o n s are s p e c u l a t i v e as to t h e i r r ea l va lue to the sy s tem and 

as to t h e i r c o s t s . I t i s not the pu rpose of t h i s c hap te r to p r e -

sen t a d e t a i l e d c o s t b e n e f i t a n a l y s i s of the re fo rms s u g g e s t e d . 

R a t h e r , the a reas o f c o s t s and b e n e f i t s w i l l be p r e s e n t e d and, i f 

e s t i m a t e s o f the e f f e c t s o f change i n the economic sy s tem are de-

s i r e d i n mathemat ica l t e rms , the reader can f i n d t h i s a n a l y s i s i n 
4 

the work on sy s tems mode l ing per formed by Thomas R. Webb ( see 

Chapte r s 11 and 13 o f t h i s r e p o r t ) . Th i s s y s tems model , i t m ight 

be added, i s a s p e c i f i c attempt to measure the f i r s t - and s e c o n d -

o r de r changes i n the economic sy s tem t h a t stem from the re fo rms 

t ha t are i m p l i e d from the r e s e a r c h . 

Second , recommendat ions cannot or s h o u l d not be made w i t h o u t 

f u l l c o n s i d e r a t i o n o f the env i ronment i n which the recommendat ions 

are to be implemented. The p r a c t i c a l i t y o f each recommendation 

must be t e s t e d by the r e a l i t y of a c t ua l s i t u a t i o n s and i n s t i t u t i o n s . 

Thu s , much o f t h i s work has been d e d i c a t e d to the p r e s e n t a t i o n o f 

t ho se r e a l i t i e s i n the urban ma r ke t i n g s y s tem. I t i s f u r t h e r ad-

v i s a b l e t ha t re fo rms be based on e x i s t i n g ways o f b e h a v i o r and p r e -

s en t i n s t i t u t i o n s and move f o rward from those s t a r t i n g p o i n t s . 

Hence, the recommendat ions p r e s e n t e d h e r e a f t e r are d e s i g n e d to i n -

s t i t u t e change as an e v o l u t i o n a r y p r o c e s s o f the p r e s e n t s y s tem 

r a t h e r than to s u g g e s t t h a t sweeping changes i n i n s t i t u t i o n s and 

a t t i t u d e s ought to be made. 

L a r g e - S c a l e R e t a i l S t o r e Encouragement 

Backg round I n f o r m a t i o n 

I t has been p o i n t e d out t ha t s e l f - s e r v i c e r e t a i l e r s have been 

g row ing i n R e c i f e and are expected to c on t i nue to grow i n the f u -

t u r e . I t has a l s o been p o i n t e d out t h a t s e l f - s e r v i c e s t o r e s have 

not as y e t b rough t the f u l l advan tage s o f s upe rmarke t o p e r a t i o n to 

R e c i f e and to the economic sy s tem of N o r t h e a s t B r a z i l . Some o f 

t he se s h o r t c o m i n g s need f u r t h e r e x a m i n a t i o n . 

A l t hough s i g n i f i c a n t p r i c e g a i n s have been made th rough l a r g e -

s c a l e s e l f - s e r v i c e r e t a i l i n g , there i s much t h a t r ema in s . F i r s t , 

Thomas R. Webb, "A Sys tems Model f o r Market Development P l a n -
n i n g : N o r t h e a s t B r a z i l , " u n p u b l i s h e d Ph.D. d i s s e r t a t i o n , M i c h i g a n 
S t a t e U n i v e r s i t y , 1968. 



a d d i t i o n a l e f f i c i e n t l a r g e - s c a l e r e t a i l u n i t s and modern i zed 

e x i s t i n g u n i t s would f u r t h e r reduce the r e t a i l p r i c e l e v e l o f 

food t h r ough the same mechanism as was d e t a i l e d i n Chapter 4. 

By no means has the m a j o r i t y o f the food r e t a i l s y s tem been 

a f f e c t e d to the e x t e n t t h a t i t m igh t be. F u r t h e r , a d d i t i o n a l 

l a r g e - s c a l e u n i t s would extend the p r i c e e f f e c t d i r e c t l y as we l l 

as i n d i r e c t l y . 

Second , the f u l l f o r c e o f the p r i c e e f f e c t s have not been 

b rough t to bear i n p r e d o m i n a t e l y poor a rea s of the c i t y . The 

p r e s e n t l a r g e - s c a l e u n i t s were b u i l t i n the r e l a t i v e l y h i g h e r 

income a reas and b u i l t to s e r v e h i g h e r income c u s t o m e r s . When 

asked why p romot ion of h i s s t o r e was not made to the lower 

c l a s s e s , one supe rmarke t o p e r a t o r r e p l i e d t h a t he d i d not t h i n k 

t ha t h i s s t o r e cou ld hand le the t r a f f i c . Hence, the lower i n -

come c l a s s market remains open f o r deve lopment . I t i s t h rough 

l a r g e - s c a l e e f f i c i e n t r e t a i l i n g t h a t the rea l impact c o u l d be 

made i n t h i s s e c t o r . T y p i c a l l y , lower income consumers pay 

h i g h e r p r i c e s than do h i g h e r income con sumer s , and thus a l a r g e r 

income e f f e c t c ou l d be expected i n the lower income a reas where 

the most he lp i s needed. I t s h o u l d be noted t h a t though the 

same concept o f h i gh vo lume, low marg in s e l l i n g c o u l d be u sed , 

the p h y s i c a l f a c i l i t i e s and p romot ion w i l l have to be tuned to 

the lower income market as would the p r oduc t m i x , p r o d u c t q u a l i -

t y , package s i z e , e t c . 

T h i r d , the appearance o f the s upe rmarke t has not s i g n i f i -

c a n t l y a f f e c t e d the p r i c e s o f meat s , v e g e t a b l e s and f r u i t s . The 

l a r g e - s c a l e r e t a i l e r s have not t y p i c a l l y hand led these goods 

because o f the u n c e r t a i n t i e s o f s u p p l y under the p r e s e n t d i s t r i -

b u t i o n s y s tem or the h i g h c o s t o f s p e c i a l f i x t u r e s . Few l a r g e -

s c a l e o p e r a t o r s have y e t made the e f f o r t to v e r t i c a l l y i n t e g r a t e 

o r c o o r d i n a t e t h e i r s u p p l y s y s tems f o r f r e s h a g r i c u l t u r a l p r o d -

uct s and thus have i g n o r e d an area which has both p r o f i t p o t en -

t i a l and p r i c e r e d u c t i o n p o t e n t i a l f o r the b e n e f i t of the con -

sumers . I t s h o u l d be noted t h a t v e r t i c a l i n t e g r a t i o n and c o o r d i -

n a t i o n o f f r u i t s and v e g e t a b l e s i s not l i k e l y to be a ch i e ved 

e a s i l y because o f the p e r i s h a b i l i t y of these goods as we l l as the 

na tu re o f p r o d u c t i o n by many sma l l p r o d u c e r s . T h i s i s not to say 

t h a t g a i n s cannot be made, however. 

F i n a l l y , though some v e r t i c a l i n t e g r a t i o n and c o o r d i n a t i o n 

of c e r e a l s has taken p l a c e , the major g a i n s from t h i s a c t i v i t y 

have not y e t been a c h i e v e d . Because the c e r e a l s are not h i g h l y 



p e r i s h a b l e and can be s t o r e d , v e r t i c a l i n t e g r a t i o n and c o o r d i n a -

t i o n c o u l d be more e a s i l y b r o u g h t about than f o r the h i g h p e r i s h -

a b l e s m e n t i o n e d above . 

T h u s , t hough the i n i t i a l s t e p has been t aken to b r i n g the 

b e n e f i t o f l a r g e - s c a l e r e t a i l i n g to R e c i f e , many a r e a s o f b e n e f i t 

s t i l l rema in open f o r d e v e l o p m e n t . A l t h o u g h i t has been document -

ed t h a t s e l f - s e r v i c e r e t a i l e r s p l a n to g r o w , i t i s u s e f u l to s p e -

c i f y c u r r e n t e x p a n s i o n p l a n s . At the p r e s e n t t i m e , t h e r e a r e f o u r 

new s u p e r m a r k e t s under c o n s t r u c t i o n i n R e c i f e . Many o f the s m a l l -

e r mercadinhos have immed ia te e x p a n s i o n p l a n s . Of a sample o f 

n i n e m e d i u m - s i z e d s e l f - s e r v i c e r e t a i l e r s , f o u r had d e f i n i t e p l a n s 

to e x p a n d , two o f them i n t o new, l a r g e r s t o r e s . Those o p e r a t o r s 

who p l a n n e d e x p a n s i o n f e l t an u r g e n c y to move r a p i d l y , as they 

s a i d t h a t the ma rke t i s r i g h t f o r e x p a n s i o n now. T h i s f e e l i n g 

seems to be bo rne ou t by the l a r g e r s u p e r m a r k e t o p e r a t o r s who are 

mov ing ahead w i t h e x p a n s i o n . 

Seven o f the n i ne a b o v e - m e n t i o n e d m e d i u m - s i z e d s e l f - s e r v i c e 

o p e r a t o r s v o i c e d i n t e r e s t i n i n t r o d u c i n g f r u i t s , v e g e t a b l e s and 

f r e s h mea t s . The l a r g e r s u p e r m a r k e t o p e r a t o r s have a l r e a d y s t a r t -

ed l i m i t e d f r u i t and v e g e t a b l e s e c t i o n s i n t h e i r s t o r e s and t a l k 

abou t the p o s s i b i l i t y o f i n t r o d u c i n g meat. 

T h u s , e x p a n s i o n o f the s e l f - s e r v i c e s e c t o r o f f o od r e t a i l i n g 

i s a s s u r e d t h r o u g h n a t u r a l marke t f o r c e s . The q u e s t i o n a r i s e s , 

why not l e t t h i s deve l opment run i t s own c o u r s e ? The answer i s 

t w o f o l d ; m a i n l y , the p r e s e n t e x p a n s i o n t h r u s t does no t i n c l u d e 

adequa te c o n s i d e r a t i o n s o f p r o d u c t l i n e e x p a n s i o n and , more im-

p o r t a n t l y , the economie s o f v e r t i c a l i n t e g r a t i o n and c o o r d i n a t i o n 

wh i ch make the f r e s h a g r i c u l t u r a l p r o d u c t e x p a n s i o n p r o f i t a b l e and 

o f r e a l v a l u e to t he consumer are no t b e i n g c o n s i d e r e d . V e r t i c a l 

i n t e g r a t i o n and c o o r d i n a t i o n o f n o n - p r o c e s s e d f o o d p r o d u c t l i n e s 

has not e x t e n s i v e l y t a ken p l a c e . F i n a l l y , s t o r e c o n s t r u c t i o n i n 

the low income a r e a s i s i n s i g n i f i c a n t . T h i s i s not to s a y t h a t 

b e n e f i t w i l l no t r e s u l t f rom n a t u r a l e x p a n s i o n , bu t o n l y to s a y 

t h a t the b e n e f i t s c o u l d be a m p l i f i e d . 

Though many s e l f - s e r v i c e r e t a i l e r s d e s i r e and p l a n e x p a n s i o n , 

the r e s o u r c e s a v a i l a b l e to the s e l f - s e r v i c e o p e r a t o r s l i m i t the 

u l t i m a t e b e n e f i t wh i ch w i l l r e s u l t . The n e x t s t e p i s to summar i ze 

t h e s e l i m i t a t i o n s wh ich h o l d l a r g e - s c a l e o p e r a t o r s a t l e s s than 

maximum e f f i c i e n c y , and then to p r e s e n t the s t e p s n e c e s s a r y to r e -

move t h e s e b a r r i e r s w h i l e e n s u r i n g t h a t the r e s u l t a n t g r owth p r o -

motes the b e n e f i t s d i s c u s s e d above . 



Chapter 5 has shown t h a t the l a c k o f f i n a n c i a l r e s o u r c e s 

was seen by the s e l f - s e r v i c e r e t a i l e r s as the most i m p o r t a n t 

b a r r i e r to e x p a n s i o n . By s a l e s va lue and s i z e , the l a r g e s t ten 

r e t a i l o r g a n i z a t i o n s f e l t s t r o n g l y t h a t l a c k of f i n a n c i n g was 

the major prob lem. T h i s was f u r t h e r a m p l i f i e d i n depth i n t e r -

v iews o f most o f the se f i r m s . A l t h o u g h the l a r g e s t o r g a n i z a t i o n s 

do have f i n a n c i a l s t r e n g t h , they emphas i zed the l a ck o f f i n a n c i n g 

a v a i l a b l e i n R e c i f e f o r commercial f i r m s . I f l o n g - t e r m f i n a n c i n g 

were a v a i l a b l e , they f e l t , they c ou l d expand much more r a p i d l y 

than t h e i r p r e s e n t r a t e . The r e s t o f the l a r g e r e t a i l e r s have 

c o n s i d e r a b l y l e s s f i n a n c i a l r e s o u r c e s and c o n s i d e r e d l o n g - t e r m 

f i n a n c i n g ve ry i m p o r t a n t . A l t h o u g h many o f t he se r e t a i l e r s are 

p r e s e n t l y e x p a n d i n g , they cannot f i n a n c e the f u l l e x t e n t o f 

t h e i r i d e a s , and thus remain c o n s i d e r a b l y s m a l l e r and l e s s e f f i -

c i e n t than would be d e s i r a b l e . 

Because the l a c k o f a v a i l a b l e f i n a n c i n g was seen as so im-

p o r t a n t , i t i s w o r t h w h i l e to d i g r e s s at t h i s p o i n t to d e s c r i b e 

the p r e s e n t f i n a n c i n g o f the commercia l s e c t o r . 

Bank c r e d i t i s a v a i l a b l e to " s t r o n g " f i r m s , which t y p i c a l -

l y means t h a t the f i r m i s one o f a g roup and the a s s e t s and de-

p o s i t s of the e n t i r e g roup s t a n d beh ind the l o a n . The l e g a l 

l i m i t i n B r a z i l f o r bank l o an s f o r commercial f i r m s i s 180 d a y s , 

b u t , i n p r a c t i c e , banks r a r e l y l oan f o r more than 120 day s . Very 

s t r o n g f i r m s can renew t h e i r bank l o a n s and thus use s h o r t - t e r m 

r e v o l v i n g c r e d i t f o r e x p a n s i o n o f f a c i l i t i e s at some r i s k . Few 

commercial f i r m s are s t r o n g enough to u t i l i z e t h i s s o u r c e o f c r e d -

i t . P u b l i c b a n k s , Banco do B r a s i l and Banco do Nordes te do B r a s i l 

(BNB) , both o f f e r a maximum o f 120-day c r e d i t a t 22% annual i n t e r -

e s t , i n a d d i t i o n to i n f l a t i o n r a t e , to s t r o n g f i r m s w i th l i q u i d 

a s s e t s , w i t h good c r e d i t s t a n d i n g , and i n many ca se s w i t h o u t s i d e 

a s s e t s a v a i l a b l e as c o l l a t e r a l . P u b l i c bank , Banco do D e s e n v o l v i -

mento do E s tado de Pernambuco (BANDEPE) , o f f e r s 90 -day c r e d i t and, 

i n r a r e e x c e p t i o n s , 120-day c r e d i t at an annual i n t e r e s t r a te o f 

24% i n a d d i t i o n to the i n f l a t i o n r a t e . I t i s o f i n t e r e s t to note 

t h a t one o f the f i n a n c i a l l y s t r o n g e s t s upe rma rke t s comp la ined about 

the d i f f i c u l t y o f g e t t i n g government f i n a n c i n g . P r i v a t e banks o f -

f e r 120-day c r e d i t a t a round 36% annual i n t e r e s t under the same 

gene ra l c r i t e r i a as the p u b l i c bank s . 

C r e d i t a g e n c i e s , of which t h e r e are i h r e e of consequence i n 

R e c i f e , w i l l g i v e 6 - to 24-month c r e d i t f o r wo r k i n g c a p i t a l to 

f i r m s which can s ecu re du r ab l e goods i n a warehouse o f the same 



va lue as the l o a n . The commercial s e c t o r l a c k s t h i s c o l l a t e r a l , 

though o t h e r f i r m s o f the same group as the commercial e n t e r p r i s e 

cou ld put up the good s . The c o s t o f t h i s k i n d o f c r e d i t i s ve ry 

h i g h , r u n n i n g up to 5% a month when a l l cha rge s are i n c l u d e d (60% 

s i m p l e annual i n t e r e s t ) . 

F i n a l l y , the government has i nnumerab le s p e c i a l programs 

and l e g i s l a t i o n on f i n a n c i n g o f v a r i o u s k i n d s o f p r i v a t e e n t e r -

p r i s e , but the re are none i n the commercial s e c t o r ( A r t i c l e 34/18 

does not app l y to the commercial s e c t o r ) . The f a c t t ha t s u p e r -

market s s e l l w i t h o u t l e g a l i n v o i c e s ( c a sh r e g i s t e r r e c e i p t s are 

not adequate ) and are thus i l l e g a l a l s o d i s c o u r a g e s both p r i v a t e 

and p u b l i c f i n a n c i n g . 

I t i s o f i n t e r e s t to view the f i n a n c i a l s t r u c t u r e o f one 

supe rmarke t o r g a n i z a t i o n as an i l l u s t r a t i o n o f the s o u r c e s o f 

funds a v a i l a b l e to l a r g e f i r m s i n the commercial s e c t o r (Tab le 

6 . 2 ) . Note t h a t ove r h a l f o f a l l l i a b i l i t i e s (51%) are a c coun t s 

payab le and 16% are i n s h o r t - t e r m bank f i n a n c i n g . C a p i t a l and 

s u r p l u s account f o r on l y 31% o f a l l a s s e t v a l u e , and there i s no 

l o n g - t e r m debt . 

Tab le 6 . 2 F i n a n c i a l S ta tement 

Pe r cen t o f C u r r e n t A s s e t s 

C u r r e n t a s s e t s 100% 
Cu r r en t l i a b i l i t i e s 110% 
Work ing c a p i t a l ( - 1 0 % ) 

A s s e t s : 100% 

Cash 11% 
I n v e n t o r y 52% 
Net f i x e d a s s e t s 35% 
O t h e r , M i s c . 3% 

100% 

L i a b i 1 i t i es : 

Notes payab le to banks 16% 
Account s payab le 51% 
D i v i d e n d s payab le 2% 
Long - te rm debt 0% 

Common S tock and s u r p l u s 31% 

TOTAL 100% 

SOURCE: SUDENE/MSU S p e c i a l R e t a i l S tudy ( 1 9 6 7 ) . 
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The s h o r t - t e r m bank f i n a n c i n g would not be p r e s e n t i n most 

l a r g e - s c a l e r e t a i l e r s ' f i n a n c i a l s h e e t s . 

Depth i n t e r v i e w s a l s o r e v e a l e d b a r r i e r s which d i r e c t q u e s -

t i o n i n g f a i l e d to uncove r . Most impo r t an t o f these was the l ack 

of t r a i n e d manage r i a l t a l e n t f o r expanded supe rmarke t o p e r a t i o n . 

A l l l a r g e - s c a l e r e t a i l e r s r e l i e d on o n - t h e - j o b t r a i n i n g f o r t h e i r 

employees and most were ha v i n g t r o u b l e w i th the t r a i n i n g o f mana-

ge r s f o r new s t o r e o p e n i n g s . Some s e l f - s e r v i c e r e t a i l e r s v iewed 

t h i s as a r e a l l y c r i t i c a l p rob lem. 

Anothe r b a r r i e r to e x p a n s i o n which had weak gene ra l s u p p o r t 

i n the s u r v e y d a t a - - i r r e g u l a r s u p p l y - - s h o w e d up i n depth i n t e r -

v i e w i n g as a very i m p o r t a n t r ea son why l a r g e - s c a l e r e t a i l e r s were 

not moving i n t o the f r u i t , v e g e t a b l e and f r e s h meat a r e a s . A l l 

o f the l a r g e r r e t a i l e r s were i n t e r e s t e d i n e n t e r i n g the f r e s h meat 

b u s i n e s s , but many f e l t t h a t they cou ld not r e l y on the p r e s e n t 

meat s u p p l y s y s tem. The o t h e r s c ou l d not f i n a n c e the n e c e s s a r y 

d i s p l a y and packag i n g equ ipment . For f r u i t s and v e g e t a b l e s , the 

s t o r y was much the same. L a r g e - s c a l e r e t a i l e r s d i d not f ee l t h a t 

they c ou l d deve lop r e l i a b l e s o u r c e s of s u p p l y . I t i s i n t e r e s t i n g 

to note t h a t most o f these r e t a i l e r s had not spent r e s o u r c e s to 

t r y to deve lop r e l i a b l e s u p p l y s o u r c e s i n these a r e a s . 

In c o n c l u s i o n , the major b a r r i e r to i n c r e a s e d s c a l e and e f -

f i c i e n c y f o r l a r g e - s c a l e r e t a i l e r s i s c l e a r l y the l a ck of f i n a n c -

i n g . However, the l a ck o f r e a l e f f o r t s pen t on v e r t i c a l i n t e g r a -

t i o n and c o o r d i n a t i o n by l a r g e - s c a l e o p e r a t o r s r e s u l t s i n a second 

l i m i t a t i o n on t h e i r degree o f s c a l e and e f f i c i e n c y i n c r e a s e s . 

F i n a l l y , the l a ck o f t r a i n e d manage r i a l pe r s onne l forms a t h i r d 

l i m i t a t i o n on e x p a n s i o n . I f l e f t a l o n e , the l a ck of both f i n a n -

c i a l and t e c h n i c a l r e s o u r c e s wou ld cause the p r e s e n t e x p a n s i o n 

t h r u s t to s o l i d i f y w i t h o u t f u l l advantage be ing taken o f the o p p o r -

t u n i t y which e x i s t s . Thu s , the i n n o v a t i o n o f l a r g e - s c a l e s e l f -

s e r v i c e r e t a i l i n g would be l e s s e f f i c i e n t than i t c o u l d be w i th 

improved f i n a n c i a l s u p p o r t and g u i d a n c e . 

D e s c r i p t i o n o f Reform Program 

Thu s , from the p o i n t o f view of both the development p l a n n e r 

and the l a r g e - s c a l e and p o t e n t i a l s c a l e r e t a i l e r , a f a c i l i t o r y p r o -

gram o f l o n g - t e r m c r e d i t and manage r i a l t r a i n i n g would f i l l the 

needs to a c c e l e r a t e the growth and impact o f t h i s s e c t o r of r e t a i l -

i n g . 

As has been p o i n t e d out above, the major b a r r i e r to s e l f -

imp lementa t i on o f d e s i r a b l e re fo rms by l a r g e - s c a l e r e t a i l e r s i s 



the l a ck o f f i n a n c i a l r e s o u r c e s . F u r t h e r , because l o n g - t e r m f i -

nanc i ng i s not a v a i l a b l e to the commercial s e c t o r i n R e c i f e , a 

program o f f i n a n c i n g at r e a s o n a b l e r a t e s of i n t e r e s t i s n e c e s s a r y . 

Th i s program would have the o b j e c t i v e of f i n a n c i n g e xpan s i on of 

e f f i c i e n t food r e t a i l i n g o p e r a t i o n s . T h i s i n c l u d e s e x p a n s i o n of 

l a r g e - s c a l e e f f i c i e n t r e t a i l u n i t s and e x p a n s i o n o f p r o j e c t s to 

deve lop v e r t i c a l i n t e g r a t i o n and c o o r d i n a t i o n . A p p l i c a t i o n s f o r 

funds would be judged p r i m a r i l y on t h e i r p r o s p e c t i v e c o n t r i b u t i o n 

to the e f f i c i e n c y o f the r e t a i l s e c t o r and on the a p p l i c a n t ' s 

a b i l i t y to a ch i e ve the o p e r a t i o n a l e f f i c i e n c y c l a imed . 

S imp l y p r o v i d i n g funds i s not enough to en su re the e f f i c i e n t 

e x p a n s i o n o f the food r e t a i l i n g s y s tem. A t r a i n i n g program i s 

needed as w e l l . T h i s program would have two l e v e l s ; f i r s t , p r e -

s e n t and p r o s p e c t i v e managers and owners o f r e t a i l f i r m s would be 

i n v i t e d to a t t end a s e r i e s o f s em ina r s on such t o p i c s as p r oduc t 

m i x , marg in m i x , i n t e g r a t i o n and c o o r d i n a t i o n , l a y o u t , p r oduc t 

h a n d l i n g , a c c o u n t i n g and i n v e n t o r y c o n t r o l . I n c l u d e d would be a 

p r e s e n t a t i o n o f the above -ment ioned f i n a n c i a l p rog ram, i t s o b j e c -

t i v e s and r e q u i r e m e n t s , and p l a n s f o r an employee t r a i n i n g program. 

Thu s , the i dea s o f l a r g e vo lume, low marg in r e t a i l i n g w i th s u p p o r t -

i n g s u p p l y s y s tems would be p r e s e n t e d a l ong w i th the p o s s i b l e means 

o f a c h i e v i n g these g o a l s . 

In a d d i t i o n to the above management t r a i n i n g p rog ram, a s e c -

ond l e v e l of t r a i n i n g i s n e c e s s a r y to p r o v i d e the p r e s e n t r e t a i l 

s t r u c t u r e and i t s e x p a n s i o n w i th c a p a b l e , k now ledgeab l e , m idd le 

l e v e l management and employees . The v a r i o u s p r e s e n t o r p r o s p e c -

t i v e f i r m s cou l d send employees f o r t r a i n i n g , or i n d i v i d u a l s c ou l d 

e n r o l l i n the hope o f o b t a i n i n g employment i n the f i e l d . 

I n summary, what i s needed i s a program which s u p p o r t s the 

p r e s e n t e n t r e p r e n e u r i a l t a l e n t which a l r e a d y i s moving toward e x -

panded s c a l e and e f f i c i e n c y o f l a r g e - s c a l e r e t a i l i n g . The program 

thus becomes a s e r v i c e to f a c i l i t a t e those k i n d s o f i n s t i t u t i o n a l 

a r rangements which l e a d to u l t i m a t e consumer and p roduce r b e n e f i t . 

Expected B e n e f i t s 

The e x t e n t to which bu s i ne s smen use the above programs d e t e r -

mines the r e l a t i v e b e n e f i t o f the p rog rams . Thu s , i t i s i m p o s s i b l e 

to p l a ce an exac t monetary outcome on the program. F u r t h e r , expan -

s i o n o f l a r g e - s c a l e r e t a i l i n g i s an ongo i n g p r o c e s s which the above 

programs are d e s i g n e d to a i d . The spontaneous b e n e f i t s cannot be 

e a s i l y s e p a r a t e d from those f a c i l i t a t e d by the program. F i n a l l y , 



some b e n e f i t s would not be q u a n t i f i a b l e even i f the na tu re o f the 

e x p a n s i o n were known. I t i s u s e f u l , however , to l i s t the expec ted 

b e n e f i t s and, where p o s s i b l e , examine t h e i r o r de r of magn i tude . 

F i r s t Round S c a l e Economies - I t has been p o i n t e d out t h a t 

the re were o n l y a few r e a l l y l a r g e - s c a l e o p e r a t o r s i n R e c i f e . 

Those who a s p i r e to s i z e , y e t cannot f i n a n c e e x p a n s i o n p l a n s , 

s t i l l buy i n ve ry sma l l l o t s . T h u s , i f f i n a n c i n g and t e c h n i c a l 

a i d were to f a c i l i t a t e l a r g e r - s c a l e p u r c h a s i n g , s a v i n g s to the 

s y s tem c o u l d be made. A l t hough many p r o c e s s e d goods are a l r e a d y 

bought d i r e c t l y from the m a n u f a c t u r e r s , p u r c h a s i n g has an impo r -

t a n t e f f e c t on p r i c e . 

As has been ment ioned above , many o f the p r o c e s s e d p r o d u c t s 

are bought d i r e c t l y from m a n u f a c t u r e r s , even by r e l a t i v e l y sma l l 

o p e r a t o r s . However, i n the a reas o f c e r e a l s , f r u i t s , v e g e t a b l e s 

and meat s , few l a r g e - or s m a l l - s c a l e r e t a i l e r s buy d i r e c t l y from 

p r o d u c e r s . I t i s i n these a rea s of complex and c o s t l y channe l s 

o f d i s t r i b u t i o n t h a t l a r g e - s c a l e r e t a i l u n i t s c o u l d have a s t r o n g 

e f f e c t i n the r e o r g a n i z a t i o n o f the s y s t em. V e r t i c a l i n t e g r a t i o n 

and c o o r d i n a t i o n c o u l d f a c i l i t a t e a d d i t i o n a l economies o f s c a l e 

at the p r o d u c t i o n l e v e l as w e l l . 

For f r u i t s and v e g e t a b l e s , p a r t i c u l a r l y the l a t t e r , v e r t i c a l 

i n t e g r a t i o n would have a f a r g r e a t e r e f f e c t but would be much more 

c o s t l y to deve lop i n i t i a l l y . The s c a l e o f the whole s y s tem would 

have to be r e o r i e n t e d , b u t , once done, b e n e f i t s i n terms of low 

s p o i l a g e , h i g h q u a l i t y , e f f i c i e n t h a n d l i n g and e f f i c i e n t t r a n s p o r -

t a t i o n would a l l o w much lower p r i c e s to the consumer f o r b e t t e r 

q u a l i t y p roduce . 

V e r t i c a l i n t e g r a t i o n i n f r e s h meat h o l d s p o t e n t i a l b e n e f i t 

as w e l l , a l t h o u g h the c a p i t a l needed f o r f i x t u r e s and equipment 

at the s t o r e l e v e l and t r a n s p o r t a t i o n and f e e d l o t development at 

the s u p p l y l e v e l would be h i g h . 

The e x p a n s i o n o f the number o f t r ue low p r i c e , h i gh volume 

r e t a i l o u t l e t s and the i n t r o d u c t i o n o f v e r t i c a l i n t e g r a t i o n s h o u l d 

not o n l y ex tend the b e n e f i t s o f low marg in r e t a i l i n g to a b roade r 

s e c t o r o f the p o p u l a t i o n , i n c l u d i n g more low income g r o u p s , but 

s h o u l d reduce the i n p u t p r i c e base and thus the s e l l i n g p r i c e to 

consumer s . 

Second Order B e n e f i t s - The lower p r i c e s from the f i r s t o r -

der e f f e c t s are a d i r e c t b e n e f i t to the s y s tem. However, more 

i m p o r t a n t l y , the se lower p r i c e s ac t as a s t i m u l u s which l ower s the 

gene r a l p r i c e l e v e l o f the s y s t em. Th i s phenomenon was seen i n 



the i n t r o d u c t i o n o f Bom Prego and c o u l d be expected to app l y 

a g a i n , g i ven the above change s . The ave rage marg i n of medium-

s i z e d s e l f - s e r v i c e r e t a i l e r s f e l l about 32% w i t h the en t r y o f 

Bom Prego but the average marg i n s t i l l r e s t s at about 33% above 

t h a t o f Bom P rego . With the i n c r e a s e o f l a r g e - s c a l e low p r i c e 

u n i t s , t h i s d i f f e r e n c e c o u l d be expected to f a l l s i g n i f i c a n t l y . 

F u r t h e r , v e r t i c a l i n t e g r a t i o n and c o o r d i n a t i o n of some l a r g e 

vo lume, low p r i c e u n i t s c o u l d c r e a t e a downward s h i f t i n the 

p r i c e base upon which the marg i n s are c a l c u l a t e d , f u r t h e r p r e -

c i p i t a t i n g a gene ra l p r i c e d e c l i n e . 

As has been p o i n t e d o u t , v e r t i c a l i n t e g r a t i o n and c o o r d i -

n a t i o n would f o r c e m o d e r n i z a t i o n o f the s u p p l y s y s tem. Mana-

g e r i a l t a l e n t would d i f f u s e back a l ong the channel as l a r g e -

s c a l e r e t a i l e r s attempted to r a t i o n a l i z e the s u p p l y f o r t h e i r 

f i rms . 

F i n a l l y , v e r t i c a l i n t e g r a t i o n and c o o r d i n a t i o n can be 

t hough t o f as a "market l o o k i n g f o r s u p p l y . " Because the mar-

ket e x i s t s , r i s k s o f i n c u r r e d p r o d u c t i o n are reduced and p r o -

ducer s are w i l l i n g to take advantage o f l a r g e r - s c a l e p r o d u c t i o n 

methods . Thu s , v e r t i c a l i n t e g r a t i o n by l a r g e - s c a l e r e t a i l e r s 

s t a b i l i z e s the market f o r the p r oduce r s and the s u r v i v i n g chan -

nel members. 

A l l o f the b e n e f i t s tend to a f f e c t consumer p r i c e th rough 

a l ower base p r i c e w i th which r e t a i l e r s buy or a lower o p e r a t -

i n g marg in based on t h i s lower ba se . Thu s , the consumer buys 

f o r lower p r i c e s , which i s the same as i n c r e a s i n g h i s rea l i n -

come. He now has more to spend on food and n o n - f o o d g o o d s , 

wh ich r e i n f o r c e s the s c a l e economies o f the food r e t a i l s e c t o r 

and p r o v i d e s l a r g e r market s f o r the n o n - f o o d s e c t o r . T h i s l a t -

t e r e f f e c t makes i n s t i t u t i o n a l development of consumer goods 

more a t t r a c t i v e and thus i s an impetus to the i n d u s t r i a l s e c t o r 

deve lopment . The i n s t i t u t i o n a l development p r o v i d e s employment 

income which f u r t h e r i n c r e a s e s food and n o n - f o o d con sumpt i on , 

thus a l l o w i n g f o r f u r t h e r economies to a c c r ue . 

Co s t s o f the Program 

The c o s t s of t h i s program would i n v o l v e the i n i t i a l l oan 

funds and the c o s t o f t e c h n i c a l a s s i s t a n c e . The c o s t s o f s e r -

v i c i n g the l oan money would be covered by the i n t e r e s t cha rge s 

to be p a i d by the r e t a i l e r s f o r the use o f the f u n d s . 



Summary and C o n c l u s i o n s 

A n a l y s i s o f the r e t a i l s e c t o r has shown t h a t s i g n i f i c a n t 

g a i n s have been made t h rough the i n t r o d u c t i o n of l a r g e - s c a l e , low 

marg in r e t a i l i n g , a l t h o u g h as y e t the number o f such r e t a i l e r s 

i s ve ry s m a l l . F u r t h e r , a number of medium and l a r g e s e l f - s e r v i c e 

r e t a i l e r s p l an to expand i n the near f u t u r e , y e t f i n a n c i a l and 

t e c h n i c a l b a r r i e r s s t a n d i n the way of t h e i r a c h i e v i n g the f u l l 

b e n e f i t s of l a r g e volume and low ma r g i n . Thu s , a program of s e r -

v i c e to the p r i v a t e s e c t o r has been f o r m u l a t e d to he lp those who 

want to a ch i eve h i gh vo lume, low marg in s e l l i n g and those who 

want to deve lop i n t e g r a t e d or c o o r d i n a t e d channe l s o f s u p p l y . 

The q u e s t i o n o f how many l a r g e - s c a l e r e t a i l food s t o r e s 

s h o u l d be encouraged and at what r a te per y e a r they s h o u l d be 

i n t r o d u c e d i s r e l e v a n t at t h i s p o i n t . Though no d e f i n i t e answer 

w i l l be g i v e n , i t i s p o s s i b l e to l a y down some g u i d e l i n e s . I f 

the r a t e of e n t r y i s too s l o w , the danger e x i s t s t h a t a l o s s o f 

c o m p e t i t i v e b e h a v i o r on the p a r t of the e x i s t i n g l a r g e r e t a i l e r s 

c o u l d o c c u r , i . e . , they would behave as the l a r g e w h o l e s a l e r s 

have. On the o t he r hand, i f the ra te o f e n t r y and growth i s 

f o r c e d beyond the manage r i a l t a l e n t t h a t e x i s t s i n the s y s t em, 

then the l o s s o f e f f i c i e n c y becomes a danger which p o i n t s to the 

c o s t l y f a i l u r e o f some o f the r e t a i l e r s . The optimum ra te o f 

growth i s somewhere i n the m i d d l e . The bes t gu i de to t h i s m idd le 

road i s the n a t u r a l i n t e r e s t f l ow e v i denced by the sy s tem members. 

T h i s i s to s u g g e s t t ha t he lp and t r a i n i n g s h o u l d be g i v e n those 

who take an a c t i v e i n t e r e s t i n imp rov i n g t h e i r b u s i n e s s e s a l ong 

the l i n e s s u g g e s t e d i n t h i s c h a p t e r . 

C o o r d i n a t i o n o f F a i r s and Ma rke t s 

The major r e a s on s f o r i n i t i a t i n g he lp f o r the s e l f - s e r v i c e 

r e t a i l e r s are t h a t , of a l l the r e t a i l e r s , they were the most w i l l -

i n g and ab le to change , they a l r e a d y were i n the p r o c e s s o f change , 

and they were moving i n a d i r e c t i o n b e n e f i c i a l to the development 

o f the r e g i o n . These same r ea s on s cannot be c i t e d f o r the a t o m i s -

t i c r e t a i l e r s . Three f a c t s s t a n d ou t . F i r s t , the a t o m i s t i c r e -

t a i l e r was found d e s i r a b l e by the consumer as e v i denced by c o n t i n -

ued l o y a l t y . Th i s f a c t was b rough t out i n Chapter 4. Second , the 

d i f f e r e n c e s i n e f f i c i e n c y and p r i c e at t h i s j u n c t u r e are not t h a t 

g r e a t between the s e l f - s e r v i c e and a t o m i s t i c r e t a i l e r s . C e r t a i n l y , 

the s t y l e o f r e t a i l i n g i n the f a i r s does not i n c u r c e r t a i n k i n d s 



o f c o s t s t h a t the c a p i t a l - i n t e n s i v e s e l f - s e r v i c e r e t a i l e r s do. 

F i n a l l y , t remendous vo lumes o f goods p a s s t h r o u g h the f a i r s and 

p u b l i c m a r k e t s . The q u e s t i o n i s how the s t r e e t f a i r s , f i x e d 

f a i r s and p u b l i c m a r k e t s can meet the new and i n c r e a s i n g compe-

t i t i o n o f the s e l f - s e r v i c e r e t a i l e r and c o n t r i b u t e to the d e v e l -

opment o f the r e g i o n r a t h e r than s l o w l y and b i t t e r l y g o i n g out 

o f e x i s t e n c e . T h i s i s to a s k : How can the f a i r and m a r k e t be 

t u r n e d i n t o an a s s e t to deve l opmen t r a t h e r than a d rag on i t ? 

B e f o r e a n s w e r i n g t h i s q u e s t i o n , i t m i g h t be h e l p f u l to r e v i e w the 

p o s i t i o n o f the a t o m i s t i c r e t a i l e r s . 

B a c k g r o u n d I n f o r m a t i o n 

I n C h a p t e r 5 the n a t u r e o f the R e c i f e a t o m i s t i c r e t a i l e r 

was p r e s e n t e d . The p i c t u r e was o f a f a i r l y r i g i d , poo r member 

o f a t r a d i t i o n a l m a r k e t i n g s y s t e m . The e v i d e n c e i s c l e a r . A 

p l u r a l i t y ( 42% ) o f the a t o m i s t i c r e t a i l e r s r e p o r t e d t h a t i n the 

p a s t y e a r t h e i r vo lume had d e c l i n e d , w h i l e o n l y 30% s a i d i t had 

i n c r e a s e d and 28% r e p o r t e d the same vo lume. At the same t i m e , 

the number o f a t o m i s t i c r e t a i l e r s s e l l i n g f o o d had i n c r e a s e d 

abou t 24% (between 1966 and A p r i l 1 9 6 7 ) . T h u s , many o f t h e s e 

r e t a i l e r s have a l r e a d y f e l t the b i t e o f c o m p e t i t i o n f rom the 

g r o w i n g number o f l a r g e - s c a l e r e t a i l u n i t s ( s u p e r m a r k e t s , merca-

dinhos and l a r g e r e f r i g e r a t e d meat d e a l e r s ) . 

F u r t h e r , t he c h a n g i n g c o m p o s i t i o n o f m e r c h a n d i s e i n the 

s t r e e t f a i r shows where t he e f f e c t s o f the s e l f - s e r v i c e movement 

a re f e l t . I t w o u l d be e x p e c t e d t h a t t h o s e feirantes w i t h l i n e s 

o f p r o d u c t s i n d i r e c t c o m p e t i t i o n w i t h l a r g e - s c a l e r e t a i l e r s 

wou ld d e c r e a s e i n number, w h i l e t h o s e who do n o t compete w i t h 

l a r g e - s c a l e r e t a i l e r s s h o u l d i n c r e a s e i n number. T h i s h y p o t h e s i s 

i s borne out by the c e n s u s da ta o f A p r i l 1967 as compared w i t h 
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1966 . For c e r e a l s and canned g o o d s , where s u p e r m a r k e t s and mer-

oadinhos a re s t r o n g , the number o f feirantes d e c r e a s e d by 13% o f 

a l l c e r e a l s and canned good d e a l e r s . Fo r meat p r o d u c t s , where 

l a r g e r e f r i g e r a t e d meat s t o r e s compete w i t h the f e i r a n t e s , t hey 

d e c r e a s e d i n number by 21% o f a l l meat d e a l e r s . F i n a l l y , f o r 

f r u i t s and v e g e t a b l e s , where s u p e r m a r k e t s have no t competed , the 

number o f feirantes i n c r e a s e d by 16% o f a l l f r u i t and v e g e t a b l e 

f e i r a n t e s . 

The c e n s u s da ta c o l l e c t e d i n 1967 was by the SUDENE/MSU 
r e s e a r c h team, w h i l e the c e n s u s i n 1966 was made by the c i t y 
gove rnment o f R e c i f e ( PMR ) . 



There seems to be l i t t l e i n d i c a t i o n t h a t , i f l e f t a l o n e , 

the a t o m i s t i c r e t a i l e r c o u l d o r would compete a g g r e s s i v e l y . 

F i r s t , the a c cumu l a t i on of f i n a n c i a l r e s o u r c e s i n the f a i r o r 

market i s u n l i k e l y , as has been p o i n t e d out i n Chapter 5. S e c -

ond, the a t o m i s t i c r e t a i l e r to date has not poo led h i s s t r e n g t h 

and f i n a n c i a l r e s o u r c e s . T h i r d , the a t o m i s t i c r e t a i l e r h i m s e l f 

seems to have no i n c l i n a t i o n to s t ep out o f h i s t r a d i t i o n a l r o l e 

to attempt combat ive change s . R e c a l l t h a t 94% of a l l a t o m i s t i c 

r e t a i l e r s would not take any p o s i t i v e a c t i o n o t h e r than s i m p l y 

e x i s t i n g o r g o i n g out o f b u s i n e s s i f a s upe rmarke t took 1/2 o f 

t h e i r b u s i n e s s . Perhaps they f e e l t h a t they are too sma l l to 

compete; perhaps they cannot shake t h e i r t r a d i t i o n a l s h a c k l e s ; 

pe rhaps t h e i r r e s o u r c e base i s too low. Whatever the r e a s o n , 

the f a c t remains t h a t a g r a d u a l e x t i n c t i o n f a ce s the a t o m i s t i c 

r e t a i l e r . Maybe from an economic s t a n d p o i n t i t c o u l d be a rgued 

t h a t p r o g r e s s and development must take i t s cou r se and the 

a t o m i s t i c r e t a i l e r s h o u l d be f o r c e d out o f b u s i n e s s . T h i s s o l u -

t i o n c e r t a i n l y i s not s o c i a l l y sound i n an area o f c h r o n i c unde r -

employment. I t i s not p o l i t i c a l l y f e a s i b l e and may not be econ -

o m i c a l l y s ound . 

Two a l t e r n a t i v e approaches c ou l d be t aken . F i r s t , the 

a t o m i s t i c r e t a i l e r c ou l d be f o r c e f u l l y put out o f b u s i n e s s or 

bought out o f b u s i n e s s . But t h i s s o l u t i o n does not s o l v e the 

s o c i a l prob lem and would be p o l i t i c a l l y u n f e a s i b l e as we l l as 

c o s t l y . Second , the market s t r u c t u r e o f a t o m i s t i c r e t a i l e r s 

c o u l d be re fo rmed i n t o a v i a b l e economic c o m p e t i t i v e u n i t . T h i s 

s o l u t i o n has s e v e r e p r o b l e m s , as the o p e r a t o r l a c k s w i l l i n g n e s s 

to h e l p . N o t w i t h s t a n d i n g t h i s f a c t , the p o s s i b i l i t y o f t h i s 

s o l u t i o n w i l l be e x p l o r e d i n d e t a i l below to see what c ou l d be 

done and i f the t r a d i t i o n a l b l o c k s o f the a t o m i s t i c r e t a i l e r 

c o u l d i n f a c t be c i r c u m v e n t e d . 

Be fo re s e t t i n g f o r t h on a d e s c r i p t i o n o f the p o s s i b l e r e -

fo rm, a summary o f the r e a s o n s f o r the l a c k o f f a i r c o m p e t i t i o n 

advan tage s i n the f a i r and market m igh t be u s e f u l . 

1 . The p h y s i c a l c o n d i t i o n s o f the f a i r and market are 
r e p u l s i v e to many s h o p p e r s . They are p r e d o m i n a n t l y 
u n s a n i t a r y , d i r t y , w i t h s p o i l e d food and wrapp ing 
m a t e r i a l s l i t t e r i n g the g r ound . Even the o p e r a t o r s 
o f t e n have poor appearance w i t h t a t t e r e d c l o t h e s , 
e t c . 

2 . The p r i c e s i n the market s are g e n e r a l l y equal to or 
h i g h e r than tho se i n the c o m p e t i t i v e l a r g e - s c a l e 
u n i t s f o r the same or lower q u a l i t y of p r o d u c t . T h i s 
c o n c l u s i o n was v e r i f i e d by the p r i c e s t u d y r e p o r t e d 
i n Chapter 5 . 



F u r t h e r , l a r g e - s c a l e u n i t s m a i n t a i n b e t t e r q u a l i t y c o n t r o l , thus 

g i v i n g the customer a more c o n s t a n t r e l i a b l e s ou r ce o f food p r o -

d u c t s . The p r i c e and q u a l i t y d i f f e r e n t i a l s are caused l a r g e l y by 

the s u p p l y s y s tem of i n t e r m e d i a r i e s , poor h a n d l i n g , i n e f f i c i e n t 

t r a n s p o r t a t i o n methods , l ong d u r a t i o n o f time from h a r v e s t to 

ma rke t , though the a t o m i s t i c r e t a i l e r s t hemse l ve s add tremendous 

l a b o r , c r e d i t and s p o i l a g e i nc rement s to the p r i c e . 

3. F i n a l l y , the e x i s t e n c e o f unemployment a g g r a v a t e s 
the s i t u a t i o n because many unemployed p e r s o n s 
have no a l t e r n a t i v e but to en t e r the market sy s tem 
f o r s u r v i v a l , thus c a u s i n g an o v e r s u p p l y o f o p e r a -
t o r s . T h i s o v e r s u p p l y dec r ea se s the amount t h a t 
each a t o m i s t i c r e t a i l e r can s e l l to the p o i n t where 
he can b a r e l y l i v e , l e t a lone accumulate r e s o u r c e s 
to i n v e s t i n h i s improvement.. 

D e s c r i p t i o n o f the Reform Program 

Two types o f re fo rms are i m p l i e d by the above a n a l y s i s to 

he lp the a t o m i s t i c r e t a i l e r s c o n t r i b u t e to the development o f the 

r e g i o n . One i s to a t t a c k the p h y s i c a l appearance and conven ience 

of f a i r s and markets and the o t h e r i s to c o n f r o n t the i n t e r n a l 

d i s o r g a n i z a t i o n w i t h i n each f a i r and marke t . 

The f i r s t s e t o f re fo rms d e a l s w i t h the p h y s i c a l appearance 

o f the market f a c i l i t y . The l a y o u t o r o r g a n i z a t i o n o f the f a i r 

w^ould be changed to accommodate customer f l o w s . T h i s means w ider 

a i s l e s but more i m p o r t a n t l y , the g r o u p i n g o f the o p e r a t o r s by 

commodity to f a c i l i t a t e the t r a f f i c p a t t e r n . The p r i n c i p l e s of 

supe rmarke t t r a f f i c f low would be u s e f u l i n d e v e l o p i n g new l a y -

ou t s . 

The f i x t u r e s used i n the new o r g a n i z a t i o n a l p a t t e r n of 

the se markets must be a t t r a c t i v e . T h i s means t h a t they f a c i l i t a t e 

the neat d i s p l a y o f goods w h i l e i n themse l ve s be ing c l ean and a t -

t r a c t i v e . The use o f many b r i g h t c o l o r s would add immeasu rab l y . 

I m p o r t a n t l y , these f i x t u r e s must be o f a d e s i g n and m a t e r i a l t h a t 

r e t a i n s i t s a t t r a c t i v e n e s s o ve r many y e a r s o f u se . F i n a l l y , f o r 

the s t r e e t f a i r , the se f i x t u r e s must be e a s i l y movable and s t o r -

ab le f o r e f f i c i e n t s e t - u p and take-down of the f a i r s . 

T h i r d , f a i r s and markets must be kept c l ean d u r i n g o p e r a t i o n . 

Th i s would r e q u i r e i n ve s tmen t i n r u b b i s h c o n t a i n e r s ( p a i n t e d o i l 

drums would do n i c e l y ) and would r e q u i r e j a n i t o r i a l s e r v i c e d u r i n g 

o p e r a t i o n . 

The second area f o r r e fo rm dea l s w i t h the o r g a n i z a t i o n o f 

the o p e r a t o r s themse l ve s to a ch i eve more e f f i c i e n c y of d i s t r i b u -

t i o n t h rough t h i s i n s t i t u t i o n and i n the s u p p l y channel to i t . 



T h i s improvement wou ld a l l o w l o w e r consumer p r i c e s y e t p r o v i d e 

r e a s o n a b l e s t a n d a r d s o f l i v i n g f o r the a t o m i s t i c r e t a i l e r s as 

w e l l as p e r m i t them to a c c u m u l a t e enough c a p i t a l to keep the 

s t r u c t u r e a d a p t i v e . There are t h r e e b a s i c a r e a s i n wh i ch t h i s 

i n s t i t u t i o n a l o r g a n i z a t i o n wou l d o p e r a t e . 

1. On the s u p p l y s i d e , the o r g a n i z a t i o n o f a t o m i s t i c 
r e t a i l e r s wou ld c o n s o l i d a t e the b u y i n g power o f the 
o p e r a t o r s so t h a t vo lume p u r c h a s e s wou ld be made a t 
r e l a t i v e l y low p r i c e s . T h u s , each o p e r a t o r wou ld 
buy f rom the o r g a n i z a t i o n at the f a i r o r ma rke t 
s i t e . W i th t h i s p o o l e d volume p u r c h a s i n g , v e r t i c a l 
c o o r d i n a t i o n wou l d be f o s t e r e d by the o r g a n i z a t i o n 
w h i c h wou ld a l l o w d i r e c t p u r c h a s i n g f rom p r o d u c e r s , 
m i l l e r s , e t c . f o r i t s members 1 mutua l b e n e f i t . 
T h u s , the p r i c e p a i d by the a t o m i s t i c r e t a i l e r 
w o u l d be f u r t h e r r e d u c e d t h r o u g h r a t i o n a l i z a t i o n o f 
the s u p p l y c h a n n e l . F i n a l l y , the o r g a n i z a t i o n o f 
a t o m i s t i c r e t a i l e r s w o u l d , where n e c e s s a r y , a r r a n g e 
o r p r o v i d e f o r the t r a n s p o r t a t i o n and s t o r a g e o f 
the c o m m o d i t i e s . A g a i n , s a v i n g s wou l d be made t h r o u g h 
r e d u c t i o n o f the t ime t h a t c ommod i t i e s w a i t to be 
s o l d , t h r o u g h i m p r o v e d h a n d l i n g , p a c k i n g and s t o r a g e 
p r a c t i c e s , t h r o u g h e f f i c i e n t l a r g e l o t t r a n s p o r t a t i o n 
b y t r u c l c l o a d r a t h e r than by b a s k e t , e t c . I t i s im-
p o r t a n t to n o t e t h a t t he o r g a n i z a t i o n c o u l d i n s t i t u t e 
a p r o g r am o f g r a d i n g and s t a n d a r d s wh i ch wou ld f u r t h e r 
a l l o w the s e g m e n t a t i o n o f m a r k e t s and more e f f i c i e n t 
p r o d u c t u s e . F u r t h e r , i m p o r t a n t s e r v i c e s c o u l d be 
r e n d e r e d by the o r g a n i z a t i o n , such as r e a s o n a b l y 
p r i c e d c r e d i t , e t c . A note o f c a u t i o n needs to be 
s o u n d e d a g a i n w i t h r e s p e c t to the e x p e c t e d g a i n s f rom 
more c e n t r a l i z e d h a n d l i n g and v e r t i c a l c o o r d i n a t i o n 
o f h i g h l y p e r i s h a b l e f o o d s . Though l a r g e g a i n s can 
be made, i n the s h o r t run t h e i r c o s t s w i l l be h i g h . 

M o s t o f the above a c t i v i t i e s c o u l d be c o o r d i n a t e d t h r o u g h the CARE 

w h o l e s a l e f a c i l i t y d e s c r i b e d i n the l a s t c h a p t e r . T h i s wou ld c o n -

c e i v a b l y t ake much o f the r i s k and u n c e r t a i n t y ou t o f the r e f o r m 

and r educe the s h o r t - r u n c o s t s o f i m p l e m e n t i n g the p r o g r a m . 

2 . On the consumer s i d e , the o r g a n i z a t i o n o f a t o m i s t i c 
r e t a i l e r s c o u l d promote s h o p p i n g i n the p a r t i c i p a t i n g 
s t r e e t f a i r s and m a r k e t s . Mass media a d v e r t i s i n g 
c o u l d be u sed a l o n g w i t h w i t h i n - f a i r p r o m o t i o n s such 
as m u s i c , l o u d s p e a k e r a d v e r t i s i n g , r a f f l e s o f mer -
c h a n d i s e , and o t h e r p rog rams f a v o r i n g m e m b e r - c o o p e r a -
t i v e r e t a i l e r s . F u r t h e r , the o r g a n i z a t i o n c o u l d o r -
g a n i z e the s e r v i c e s o f the f e i r a 3 s u ch as the boys 
who c a r r y p a c k a g e s t h r o u g h f o r c u s t o m e r s . F i n a l l y , 
the o r g a n i z a t i o n c o u l d e n f o r c e c e i l i n g p r i c e s on 
t h o s e r e t a i l e r s who p u r c h a s e d f rom the o r g a n i z a t i o n 
and t h u s e n s u r e the low p r i c e , h i g h volume o r i e n t a -
t i o n w h i c h i s the b a s i c f o u n d a t i o n f o r the s u c c e s s o f 
the e n d e a v o r . 

3 . F i n a l l y , the o r g a n i z a t i o n o f a t o m i s t i c r e t a i l e r s wou ld 
have to c o n t r o l the s i z e o f the f e i r a s o t h a t i t c o r -
r e s p o n d e d w i t h demand. T h i s c o n t r o l wou ld be both o f 



p roduc t s and o f numbers o f o p e r a t o r s . I t i s impo r -
t an t t h a t t h i s c o r r e spondence o f s u p p l y and demand 
be m a i n t a i n e d , as the e f f i c i e n c y o f the f a i r and i t s 
a b i l i t y to compete are t i e d to the p rope r ba lance of 
r e t a i l e r s . 

Thu s , each f a i r and market would be welded i n t o a u n i t e x e r t -

i ng i t s combined i n f l u e n c e to i n c r e a s e i t s c o m p e t i t i v e p o s i t i o n 

w i t h i n the r e t a i l s y s tem o f R e c i f e . I t s h o u l d be s t r e s s e d t h a t the 

o r g a n i z a t i o n a l and p h y s i c a l appearance re forms must go h a n d - i n - h a n d 

or the g a i n s to be made on the one hand w i l l be taken away by the 

o t h e r . N e i t h e r re fo rm a lone w i l l have a l a s t i n g e f f e c t . 

Imp lementa t i on o f the Program 

Be fo re moving on to the b e n e f i t s and c o s t s o f t h i s re form p r o -

gram, i t i s n e c e s s a r y to determine i f the program i s f e a s i b l e . G i v -

en the p r o f i l e o f the a t o m i s t i c r e t a i l e r a l r e a d y p a i n t e d , i t would 

seem tha t t h i s k i n d o f program would be doomed to f a i l u r e . Yet even 

i f the o p e r a t o r were not w i l l i n g to i n i t i a t e c o o p e r a t i o n by h i m s e l f 

he might coopera te w i t h a c e n t r a l o r g a n i z a t i o n i f the economic i n -

c e n t i v e s were made c o m p e l l i n g enough. 

Of the two types of r e f o r m s , the p h y s i c a l r e n o v a t i o n o f the 

f a i r and market does not r e s t i n the o p e r a t o r s ' c o n t r o l , i . e . , the 

a t o m i s t i c r e t a i l e r i s s i m p l y a t a k e r o f h i s p l a ce of b u s i n e s s . The 

p r e s e n t f a c i l i t i e s o f the s t r e e t f a i r s are s u p p l i e d by s e v e r a l i n -

d i v i d u a l bu s i ne s smen and the o r g a n i z a t i o n o f the s t r e e t f a i r s and 

market s i s c o n t r o l l e d by the c i t y government o f R e c i f e (PMR). 

I t s h o u l d be noted t h a t the development o f these l a y o u t f a c i -

l i t y r e fo rm i d e a s p r e s e n t e d above was made by the c i t y government 

o f R e c i f e . The c i t y government s u g g e s t e d t ha t a p r i v a t e company be 

formed of the p r e s e n t " t a b l e s u p p l i e r s " to form the b a s i c o r g a n i z a -

t i o n to hand le the d i s t r i b u t i o n o f the new f a c i l i t i e s . The " t a b l e 

s u p p l i e r s " had been c o n t a c t e d by the c i t y government and had agreed 

to form such a company. However, the f i n a n c i n g o f the new f a c i l i -

t i e s remained a p rob lem. 

The c i t y government had moved ahead w i th the d e s i g n o f new 

f a c i l i t i e s f o r the s t r e e t f a i r which met the r equ i r ement s f o r modern-

i z a t i o n . F i n a l l y , the c i t y government s t a r t e d r e o r g a n i z a t i o n o f 

the s t r e e t f a i r . Thu s , the mach ine ry f o r r e n o v a t i n g the s t r e e t f a i r 

appearance e x i s t s , be ing he l d back o n l y by a l a c k o f f i n a n c i n g f o r 

the new f i x t u r e s . T e c h n i c a l a s s i s t a n c e i s bad l y needed as w e l l . 

C l e a r l y , the a t o m i s t i c r e t a i l e r c o u l d veto h i s own o r g a n i z a -

t i o n by n o n - c o o p e r a t i o n . However, two s t r a t e g i e s c ou l d be employed 



to overcome t h i s r e s i s t a n c e . F i r s t , the o r g a n i z i n g f o r c e c o u l d be 

h i s own u n i o n . When a s k e d i f t hey b e l o n g e d to a u n i o n , 51% o f the 

feirantes r e s p o n d e d t h a t they were members o f the Commerc ia l R e t a i l -

e r s 1 and F a i r O p e r a t o r s ' Un i on o f Pernambuco ( S i n d i c a t o do Comerc i o 

V a r e j i s t a e F e i r a n t e s de Pernambuco) and 3% b e l o n g e d to o t h e r u n i o n s . 

When a s k e d i f t hey t h o u g h t t h a t t h e i r c o l l e a g u e s f e l t t h a t the Com-

m e r c i a l R e t a i l e r s ' and F a i r O p e r a t o r s ' Un i on c o u l d be more h e l p , 69% 

s a i d y e s , 15% d i d n o t know and 16% s a i d no . T h u s , the door i s open 

f o r t h i s u n i o n to s t e p i n . The p r e s i d e n t o f the Un ion d i s c u s s e d 

w i t h the c i t y gove rnment and t h i s a u t h o r the r o l e o f the Un ion as 

the o r g a n i z i n g f o r c e and c o n c l u d e d t h a t the o r g a n i z a t i o n a l p r o g r a m , 

as d e v e l o p e d d u r i n g t h e s e d i s c u s s i o n s and p r e s e n t e d a b o v e , was i n -

deed r e a l i s t i c . I n f a c t , the Un i on had a l r e a d y o r g a n i z e d the c e n -

t r a l p u r c h a s i n g o f some c e r e a l s and f e l t i t c o u l d o r g a n i z e the more 

p e r v a s i v e s y s t e m p r o p o s e d , p r o v i d e d t h a t f i n a n c i a l r e s o u r c e s c o u l d 

be made a v a i l a b l e . A g a i n , t e c h n i c a l a s s i s t a n c e wou l d be n e c e s s a r y 

i f the p rog ram i s to s u c c e e d . 

The s e c o n d s t r a t e g y f o r g a i n i n g a t o m i s t i c r e t a i l e r s u p p o r t and 

c o o p e r a t i o n i s p u r e l y e c o n o m i c . As the Un ion p u b l i c i z e s i t s l o w e r 

p r i c e s and t h o s e r e t a i l e r s who a re w i l l i n g to c o o p e r a t e i n i t i a l l y 

t ake a d v a n t a g e o f t h e s e p r i c e s , the n o n - c o o p e r a t i v e o p e r a t o r s w i l l 

be p l a c e d a t a p r i c e d i s a d v a n t a g e . As they see t h a t t hey c anno t com-

p e t e , t hey w i l l c h a n g e , t h r o u g h the h e l p o f the Un ion o r g a n i z e r s , i n 

l i e u o f g o i n g o u t o f b u s i n e s s . T h i s change w i l l not be a s i m p l e o r 

smooth p r o c e s s , bu t w i t h the Un i on p r i c i n g i n i t i a l l y a t a l o s s and 

w i t h s u p p o r t f rom a number o f s y m p a t h e t i c r e t a i l e r s , i t i s p o s s i b l e 

to s w i n g the b a l a n c e i f r e s i s t a n c e o c c u r s . T h i s p r og r am s h o u l d be 

i n s t i t u t e d i n one f a i r l y l a r g e s t r e e t f a i r f i r s t . A f t e r s e v e r a l 

months o f s u c c e s s f u l o p e r a t i o n , the o t h e r a t o m i s t i c r e t a i l e r s s h o u l d 

be e a g e r f o r the same a d v a n t a g e s and be c o n s i d e r a b l y more c o o p e r a -

t i v e . 

T h u s , i n c o n c l u s i o n , the m a c h i n e r y f o r i m p l e m e n t a t i o n o f t h e s e 

r e f o r m s a l r e a d y , i n p a r t , e x i s t s . More i m p o r t a n t l y , the c i t y g o v e r n -

ment , the Commerc ia l R e t a i l e r s ' and F a i r O p e r a t o r s ' U n i o n , and the 

" t a b l e o w n e r s " have p o o l e d t h e i r i d e a s to s u p p o r t t h i s r e f o r m p a c k a g e . 

T h i s p a r t i c i p a t i o n and c o o p e r a t i o n more t han a n y t h i n g e l s e e n s u r e s 

the f e a s i b i l i t y o f the r e f o r m p a c k a g e . 

E x p e c t e d B e n e f i t s 

F i r s t Round S c a l e Economie s - There a re t h r e e t y p e s o f b e n e f i t s 

r e l a t e d to s c a l e wh i ch wou ld t end to l o w e r the p r i c e o f f o od to the 



consumer. F i r s t , the p r i c e at which the a t o m i s t i c r e t a i l e r would 

pu r cha se s t o c k s would be dec rea sed by c e n t r a l i z e d buy ing f o r many 

p r o d u c t s . 

Second , the p roposed re fo rms s h o u l d reduce the s p o i l a g e 

r a t e s f o r these o p e r a t o r s . Chapter 5 showed t h a t the a t o m i s t i c 

r e t a i l e r s had the h i g h e s t s p o i l a g e r a t e s of any r e t a i l e r t y p e s . 

I t s h o u l d be noted t h a t s p o i l a g e which f o r c e s reduced p r i c e s and 

s p o i l a g e t h a t cannot be s o l d are i n c l u d e d i n the p r i c e s t h a t the 

consumer pa y s . The consumer who buys s p o i l i n g goods at reduced 

p r i c e s r e a l l y pays i n r e l a t i v e q u a l i t y . O b v i o u s l y , the p r o d u c t s 

t h a t are u n s e l l a b l e form a d i r e c t c o s t t h a t the r e t a i l e r must 

pa s s on to the consumer. 

T h i r d , the c e n t r a l i z a t i o n o f buy i n g power would a l l ow v e r -

t i c a l c o o r d i n a t i o n as we l l as s imp le p r i c e r e d u c t i o n s . P r oduc t 

h a n d l i n g , t r a n s p o r t a t i o n and s t o r a g e would a l s o be s t r e a m l i n e d 

to a ch i e ve a more e f f i c i e n t s y s t em. The r e s u l t s of these re fo rms 

might not show up i n terms o f p r i c e , but c e r t a i n l y they are n e c e s -

s a r y to a ch i e ve the r e d u c t i o n i n s p o i l a g e and improvements i n p r o -

duct q u a l i t y . I t s h o u l d be noted t h a t , of c o u r s e , not a l l o f t h i s 

g e t s pa s s ed on to the consumer. Both the r e t a i l e r and h i s o r g a n i -

z a t i o n w i l l need f i n a n c i a l s u p p o r t i f the p lan i s to be o p e r a t i v e . 

There are s e v e r a l o t h e r b e n e f i t s of the re form program which 

s h o u l d be ment ioned . F i r s t , one o f the major expenses of the atom-

i s t i c r e t a i l e r i s c r e d i t (Chapte r 5 ) . The o r g a n i z a t i o n c ou l d take 

over t h i s f u n c t i o n when n e c e s s a r y and g i v e c r e d i t at r e a s o n a b l e 

r a t e s i n p l a ce of the p r e s e n t s u p p l i e r and l oan s ha r k c r e d i t . 

Second , l a b o r i s an impo r t an t v a r i a b l e to c o n s i d e r . I t was 

s t r o n g l y s t r e s s e d t ha t the number o f a t o m i s t i c r e t a i l e r s would 

have to be c o n t r o l l e d . T h i s c o n t r o l c ou l d be m a i n t a i n e d th rough 

r e s t r i c t i o n a l e n t r y i n t o the o r g a n i z a t i o n . The b e n e f i t i n v o l v e d 

here i s r e l a t i v e to what would happen i f the a t o m i s t i c r e t a i l e r s 

were l e f t a l o n e . I n s t e a d o f d e c r e a s i n g incomes and i n c r e a s i n g 

h a r d s h i p s , which would d r i v e the a l r e a d y underemployed i n t o the 

unemployed c a t e g o r y , the s y s tem would s u p p o r t most o f the p r e s e n t 

l a b o r and g i v e i n c r e a s i n g o p p o r t u n i t i e s f o r f u l l employment and a 

decent s t a n d a r d of l i v i n g . C e r t a i n l y , not a l l a t o m i s t i c r e t a i l e r s 

c o u l d become b e t t e r o f f , but many more would be b e t t e r o f f w i t h 

the re fo rm than w i t h o u t i t . 

T h i r d , the o r g a n i z a t i o n would have the poo led r e s o u r c e s o f 

the a t o m i s t i c r e t a i l e r s to embark on a program of s h i f t i n g consumer 

demand back to the f a i r and market . The promot ion o f the f a i r and 

marke t , i t s r e v i t a l i z a t i o n i n appea rance , conven ience and p r i c e s 



would r e i n f o r c e each o t h e r to b r i n g the i n s t i t u t i o n back as a 

c o m p e t i t i v e l y v i a b l e i n s t i t u t i o n . T h i s would s t r e n g t h e n the 

economies f u r t h e r th rough i n c r e a s e d volume. 

Second Round B e n e f i t s - Reform of the f a i r and market i n -

s t i t u t i o n s has c e r t a i n d i r e c t b e n e f i t s to the consumer and the 

o p e r a t o r s . However, the f a c t t h a t the o r g a n i z e d g roups o f atom-

i s t i c r e t a i l e r s have a new power p o s i t i o n causes f u r t h e r e f f e c t s 

i n the s y s tem. 

F i r s t , c o m p e t i t i o n c e r t a i n l y would f ee l the b i t e of the new 

p r i c e l e v e l s . A l t h o u g h many t ypes o f r e t a i l e r s do not have com-

p l e t e o v e r l a p o f p r oduc t l i n e s , the a t o m i s t i c r e t a i l e r s c ou l d 

have a s i m i l a r e f f e c t on the p r i c e s o f o t h e r i n s t i t u t i o n s as d i d 

the open ing o f Bom Prego on June 12 , 1966 , noted e a r l i e r i n t h i s 

c h a p t e r . Th i s e f f e c t would be e s p e c i a l l y s t r o n g i n f r u i t s and 

v e g e t a b l e s , which were l a r g e l y u n a f f e c t e d by the supe rmarke t i n -

n o v a t i o n . 

A second ve ry impo r t an t e f f e c t of the re fo rm would be the 

changes b r ough t about i n the s u p p l y s y s tem of the f a i r s and mar-

k e t s . With the power o f the a t o m i s t i c r e t a i l e r s c e n t r a l i z e d i n 

a p r o f e s s i o n a l management whose major job would be p rocu rement , 

i t would be expec ted t ha t t e c h n i c a l a s s i s t a n c e would d i f f u s e back 

i n the channe l . The p r o f e s s i o n a l t r a i n e d management would con -

s t a n t l y be s e a r c h i n g f o r q u a l i t y p r o d u c t s , r e l i a b l e s o u r c e s of 

s u p p l y and volume s o u r c e s o f s u p p l y . To a ch i e ve these o b j e c t i v e s , 

t r a i n i n g and he lp would have to be o f f e r e d from the o u t s i d e at 

f i r s t . Thu s , the a t o m i s t i c r e t a i l e r s ' o r g a n i z a t i o n would ac t to 

modern ize p r o d u c t i o n and d i s t r i b u t i o n th rough i t s own s e l f - i n t e r e s t . 

T h i r d , r e l a t e d to the above p o i n t i s the market r i s k f a c t o r 

as p e r c e i v e d by p r oduce r or i n t e r m e d i a r i e s . The volume buy i ng of 

the f a i r and market o r g a n i z a t i o n would p r o v i d e a l a r g e s t a b l e mar-

ket f o r those p r oduce r s who were w i l l i n g to take advantage o f the 

o p p o r t u n i t y . Th i s market s t a b i l i t y i s a n e c e s s a r y c o n d i t i o n to 

the a d o p t i o n o f new t e c h n o l o g i e s by the p r o d u c e r . Thu s , the buy-

i n g power o f the o r g a n i z a t i o n and the manage r i a l f low from the o r -

g a n i z a t i o n would combine to p l a ce the t r a d i t i o n a l s u p p l y and p r o -

d u c t i o n sy s tem under s t r e s s to change. 

F i n a l l y , the most i m p o r t a n t e f f e c t , the e f f e c t of lower 

p r i c e s on income, con sumpt i on , and thus deve lopment , has been 

dea l t h w i th a l r e a d y . 

In summary, there are many b e n e f i t s o f the a t o m i s t i c r e t a i l -

er re fo rms which must be ba l anced o f f a g a i n s t the c o s t o f the p r o -



gram. Though l i g h t can be shed on the magnitude of the f i r s t 

o r d e r e f f e c t s , the second o rde r e f f e c t s , which are f a r b roade r 

i n scope and impact on development o f the r e g i o n , are not quan-

t i f i a b l e g i v e n the t e c h n o l o g y of t h i s r e s e a r c h . The next s tep 

i s to a s s e s s the a reas o f c o s t of the program. 

Co s t s o f the Program 

There are two types of c o s t s which must be c o n s i d e r e d , 

s t a r t - u p c o s t s and o p e r a t i n g c o s t s . S t a r t - u p c o s t s can be b r o -

ken down i n t o th ree c a t e g o r i e s : f i x t u r e company f i n a n c i n g , 

s t r e e t f a i r and market o r g a n i z a t i o n f i n a n c i n g , and t r a i n i n g and 

t e c h n i c a l a i d . The c o s t o f r e n o v a t i n g the s t r e e t f a i r l a r g e l y 

b o i l s down to the f i n a n c i n g o f the f i x t u r e s u p p l y company. The 

s t r e e t f a i r and market o r g a n i z a t i o n would a l s o need a l o n g - t e r m 

loan to cove r the c o s t o f i n i t i a l s e t - u p , o r g a n i z a t i o n , e q u i p -

ment and f a c i l i t i e s , and l o s s e s d u r i n g the f i r s t y e a r o f o p e r a -

t i o n . T r a i n i n g and t e c h n i c a l a i d would be p r o v i d e d by a p u b l i c 

agency and would i n v o l v e the s a l a r y o f the t e c h n i c i a n s i n v o l v e d . 

There are t h ree a reas o f o p e r a t i n g c o s t s which must be 

c o n s i d e r e d : those o f the f i x t u r e s u p p l y company, t ho se of the 

s t r e e t f a i r and market o r g a n i z a t i o n , and those o f the o p e r a t i o n s . 

The b a s i c charge f o r the t a b l e s and booths s u p p l i e d by the com-

pany would have to cover the s e r v i c i n g o f the i n i t i a l l oan f o r 

the f i x t u r e s , the s e t t i n g up and remov ing o f the f i x t u r e s week-

l y , and the a d m i n i s t r a t i v e overhead o f the company. 

The s t r e e t f a i r and market o r g a n i z a t i o n would have a con -

s i d e r a b l y more complex c o s t s t r u c t u r e . I n c l u d e d would be the 

c o s t o f p r oduc t t r a n s p o r t a t i o n , p r oduc t b u y e r s , s t o r a g e , admin-

i s t r a t i o n , p r o m o t i o n , i n s u r a n c e , e t c . These c o s t s would have 

to be covered by the marg in o f the o r g a n i z a t i o n . 

Summary and C o n c l u s i o n s 

Through the c i t y government o f R e c i f e , the Commercial Re-

t a i l e r s 1 and F a i r O p e r a t o r s ' Un i on , and the s t r e e t f a i r t a b l e 

s u p p l i e r s , a re form program has been deve loped which i n v o l v e s the 

r e n o v a t i o n o f the appeal of the p u b l i c markets and f a i r s and the 

i n s t i t u t i o n a l i z a t i o n o f the o p e r a t o r s t h e m s e l v e s . The p o s s i b l e 

b e n e f i t s of t h i s re form s u g g e s t t h a t i t i s ve ry wo r t hwh i l e from 

the s t a n d p o i n t o f l o w e r i n g the p r i c e s o f food to the consumer and 

t h u s , i n e f f e c t , i n c r e a s i n g h i s income. 



V o l u n t a r y F u l l - L i n e W h o l e s a l i n g 

Background Summary 

In p r e v i o u s s e c t i o n s o f t h i s c h a p t e r , programs have been 

p r e s e n t e d which were d e s i g n e d to f o s t e r economies at the extreme 

of the r e t a i l s pec t r um, at the a t o m i s t i c l e v e l and at the l a r g e -

s c a l e l e v e l . The d e s i r e d r e s u l t would be a s i g n i f i c a n t r e d u c t i o n 

i n the p r i c e l e v e l f o r f o o d s . The ne i ghbo rhood s t o r e s and sma l l 

s e l f - s e r v i c e o p e r a t o r s c ou l d be a c o u n t e r - f o r c e to t h i s t r e n d , 

as they would not have the c o n d i t i o n s f o r l o w e r i n g t h e i r p r i c e s . 

Thus they would h o l d p r i c e s up to many cus tomers and would s l o w l y 

be d r i v e n out o f b u s i n e s s . I t i s d e s i r a b l e to deve lop a means by 

which t he se s m a l l - and med ium- s i ze o p e r a t o r s who do not have the 

r e s o u r c e s to p a r t i c i p a t e i n the l a r g e - s c a l e r e t a i l f i n a n c i n g p r o -

gram can e f f e c t i v e l y compete i n the r e t a i l market s y s t em. 

D e s c r i p t i o n o f the Reform Program 

The program wou ld have the same concep tua l f o u n d a t i o n as the 

o t h e r two programs a l r e a d y d e s c r i b e d i n t h i s c h a p t e r . The g o a l s 

would be to i nduce economies o f s c a l e t h r ough c o n c e n t r a t i o n o f buy -

i n g power and v e r t i c a l i n t e g r a t i o n and c o o r d i n a t i o n . The mechanism 

f o r r e a l i z i n g the se g o a l s would be a v o l u n t a r y f u l l - l i n e w h o l e s a l -

i n g o r g a n i z a t i o n . T h i s o r g a n i z a t i o n would be made up o f and con -

t r o l l e d by member r e t a i l e r s who pu r cha sed from the o r g a n i z a t i o n . 

The o r g a n i z a t i o n would then have the combined buy ing power o f the 

members to e x e r t on the s u p p l y s y s tem to a ch i e ve c o m p e t i t i v e l y low 

p r i c e s . F u r t h e r , the volume o r i e n t a t i o n of the o r g a n i z a t i o n would 

a l l ow the same e f f o r t a t v e r t i c a l i n t e g r a t i o n and c o o r d i n a t i o n . 

F i n a l l y , the buy i n g o r g a n i z a t i o n c o u l d p r o v i d e v a r i o u s s e r v i c e s de-

s i g n e d to reduce c o s t s o f members and advance them. T h u s , s m a l l e r 

s i z e d r e t a i l e r s than the ve ry l a r g e would have the o p p o r t u n i t y to 

compete, p r o f i t f r om, and c o n t r i b u t e to the development o f the area 

Imp lementa t i on o f the Program 

There i s no p r e s e n t o r g a n i z a t i o n o f the se r e t a i l e r s which 

c o u l d be used as a base f o r such a re fo rm program. The f o r m a t i o n 

o f the o r g a n i z a t i o n would be l a r g e l y the r e s p o n s i b i l i t y o f the 

i n d i v i d u a l s t o r e owners who f e l t t h a t the o r g a n i z a t i o n cou l d bene-

f i t them. These s t o r e owners and managers would be a sked by the 

s p o n s o r i n g p u b l i c agency to a t t e n d the same t r a i n i n g and i n f o r m a -

t i o n s e s s i o n s as the l a r g e s t o r e o p e r a t o r s , and the program would 

be spea rheaded t h r ough the se m e e t i n g s . 
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The f e a s i b i l i t y o f the p rog ram, t hen , r e s t s on the number 

o f s t o r e o p e r a t o r s who would care to j o i n such an o r g a n i z a t i o n . 

A l l o f the med ium- s i zed r e t a i l e r s ( 10 ) who were a sked i f they 

would j o i n and p a r t i c i p a t e i n such an o r g a n i z a t i o n e n t h u s i a s t i c a l -

l y re sponded i n the a f f i r m a t i v e . S e v e r a l b rough t up the t o p i c on 

t h e i r own d u r i n g i n t e r v i e w i n g . They a l s o , however, showed con -

cern ove r the i n i t i a l f i n a n c i n g o f the o p e r a t i o n . A l t hough a l l 

were w i l l i n g to c o n t r i b u t e c a p i t a l to the o r g a n i z a t i o n i n p r o p o r -

t i o n to t h e i r s i z e , none f e l t t ha t the t o t a l f unds needed c o u l d 

be comp le te l y r a i s e d i n t h i s manner. Thu s , as w i t h l a r g e - s c a l e 

r e t a i l e r s , a l oan program i s needed to f a c i l i t a t e the e f f i c i e n t 

o p e r a t i o n o f the o r g a n i z a t i o n . 

The l oan c o u l d be a d m i n i s t e r e d t h r ough the same agency as 

the f u n d i n g o f the l a r g e r - s c a l e r e t a i l e r s . F u r t h e r , the t r a i n -

i n g and t e c h n i c a l a i d program would be pa r t o f the a l r e a d y - m e n -

t i o n e d program f o r l a r g e - s c a l e r e t a i l e r s . 

Thu s , the i dea o f a c o o p e r a t i v e ven tu re to a ch i e ve economies 

o f s c a l e a l r e a d y has the app rova l o f many s m a l l - and med ium- s i zed 

r e t a i l e r s . With t e c h n i c a l g u i dance and f i n a n c i n g , the r e t a i l e r s 

c ou l d put i n t o o p e r a t i o n the o r g a n i z a t i o n and a d m i n i s t r a t i o n o f 

the program. 

Expected B e n e f i t s 

The expected b e n e f i t s o f the above program are much the same 

i n na tu re as those o f the o t h e r programs s u g g e s t e d i n t h i s c h a p t e r . 

These w i l l be r ecoun ted b r i e f l y as they app l y to the c o o p e r a t i v e 

buy i ng o r g a n i z a t i o n o f sma l l s t o r e o p e r a t o r s . 

F i r s t Round S c a l e Economies - The p r i c e s at which the sma l l 

r e t a i l e r would pu rchase would be a p p r o x i m a t e l y equal to h i s l a r g e r 

c o m p e t i t o r s and, t h u s , a l l o w the sma l l r e t a i l e r to compete and 

c o n t r i b u t e to the gene ra l p r i c e d e c l i n e to consumer s . 

S e c o n d l y , the volume p u r c h a s i n g would a l l ow a s u s t a i n e d e f -

f o r t to be made to v e r t i c a l l y i n t e g r a t e and c o o r d i n a t e some p r o d -

uct l i n e s , thus r e d u c i n g the p r i c e o f these goods s t i l l f u r t h e r . 

Other f i r s t round b e n e f i t s are as f o l l o w s : A l t h o u g h i t i s 

common p r a c t i c e to use s u p p l i e r c r e d i t as a form of f i n a n c i n g , i t 

sometimes i s a very h i g h - c o s t s ou r ce o f f u n d s . The o r g a n i z a t i o n 

would reduce the c o s t o f t h i s c r e d i t by p u r c h a s i n g f o r cash i n 

volume and then s u p p l y i n g the member r e t a i l e r s at r e a s o n a b l e c r e d -

i t r a t e s . 



Th i s program would have a p o s i t i v e e f f e c t on the l a b o r 

f o r c e . I n s t e a d o f s h r i n k i n g i n number, sma l l r e t a i l e r s would be 

ab le to m a i n t a i n t h e i r c o m p e t i t i v e p o s i t i o n , keep ing themse l ve s 

and t h e i r employees employed. 

The o r g a n i z a t i o n cou l d promote the s a l e s o f i t s members 

th rough the development of brands and membership symbol s which 

c o u l d be used i n a d v e r t i s i n g p rog rams . 

Second Round B e n e f i t s - The a b o v e - l i s t e d b e n e f i t s would 

o c cu r w i t h i n a r e l a t i v e l y s h o r t time a f t e r the program was i n i -

t i a t e d . The f o l l o w i n g b e n e f i t s take a l o n g e r time to appear and 

u s u a l l y r e s u l t from the more immediate b e n e f i t s . Ra ther than 

h o l d i n g up the gene ra l p r i c e l e v e l o f food to many con sumer s , 

the member s m a l l - and med ium- s i zed r e t a i l e r s would a i d i n the 

gene ra l p r i c e d e c l i n e . 

As w i th the o t h e r programs p r e s e n t e d i n t h i s c h a p t e r , t h i s 

buy i ng o r g a n i z a t i o n would a f f e c t the food s u p p l y s y s tem th rough 

v e r t i c a l i n t e g r a t i o n and c o o r d i n a t i o n and the r e s u l t a n t f low of 

manage r i a l t a l e n t back i n t o the channel o f d i s t r i b u t i o n . 

I t has a l s o been ment ioned p r e v i o u s l y t ha t the v e r t i c a l i n -

t e g r a t i o n p roduces a more s t a b l e market which i nduce s a p r o d u c t i o n 

r e spon se because o f the reduced r i s k s i n volume p r o d u c t i o n . 

Co s t o f the Program 

The major c o s t o f the program would be the f i n a n c i n g o f the 

buy i n g o r g a n i z a t i o n . Th i s c o s t would be d i v i d e d between the p a r -

t i c i p a t i n g members and the l o a n i n g agency . The c o s t o f t e c h n i c a l 

a i d to t r a i n i n g programs would be i n c l u d e d as p a r t o f the program 

of t r a i n i n g l a r g e r e t a i l e r s . 

Summary and C o n c l u s i o n s 

As the l a r g e - s c a l e r e t a i l e r s and a t o m i s t i c r e t a i l e r s became 

more e f f i c i e n t , the medium and sma l l r e t a i l e r s would become r e l a -

t i v e l y c o s t l i e r to s o c i e t y . T h u s , the buy ing o r g a n i z a t i o n would 

b r i d g e t h i s program and a l l ow the s m a l l e r r e t a i l e r s to c o n t r i b u t e 

to the gene ra l p r i c e r e d u c t i o n . The c o s t i s low f o r t h i s p rog ram, 

w h i l e the p o t e n t i a l b e n e f i t s are g r e a t . 

Consumer E d u c a t i o n 

Chapter 4 p o i n t e d out t h a t the re was a s i g n i f i c a n t p r o p o r -

t i o n o f the consumers w i l l i n g to adapt to the chang ing r e t a i l 

s t r u c t u r e . However, those w i l l i n g to change tended to have h i g h e r 



income, e d u c a t i o n , and mass media e x p o s u r e . The i m p l i c a t i o n o f 

t h i s f a c t i s t h a t as the sy s tem changes to lower p r i c e forms o f 

r e t a i l i n g the poor w i l l tend to b e n e f i t l e s s r a p i d l y i n monetary 

g a i n but more r a p i d l y i n terms o f the sha re o f income e f f e c t . 

F u r t h e r , even i f d i r e c t e f f o r t s are made to b r i n g l a r g e - s c a l e 

r e t a i l i n g to the lower income a reas o f the c i t y , the poo re r con -

sumer may r e s i s t chang i ng her buy ing h a b i t s . 

Thu s , s i g n i f i c a n t b e n e f i t s cou ld be g a i n e d from a program 

o f consumer e d u c a t i o n which p o i n t s d i r e c t l y to h e l p i n g the low 

income consumer use e f f e c t i v e l y what income she has to buy foods 

which are both low i n c o s t and h i gh i n n u t r i t i o n a l v a l u e . T h i s 

program would have t h ree a s p e c t s . F i r s t , i t would teach hou se -

w i ve s to unde r s t and the concept o f n u t r i t i o n and the n u t r i t i o n a l 

d i f f e r e n c e s between v a r i o u s f o o d s . Second , i t would i n s t r u c t 

housew ive s on how to c on se r ve the q u a l i t y of foods t h rough buy ing 

and h a n d l i n g p r a c t i c e s . F i n a l l y , i t would p r o v i d e housew ives 

w i t h i n f o r m a t i o n on where to o b t a i n the g r e a t e s t v a l ue o f food 

and n u t r i t i o n f o r t h e i r e x p e n d i t u r e o f income. 

The va l ue of t h i s k i nd o f program i s t w o f o l d . F i r s t , im-

p roved consumer s h o p p i n g a b i l i t y and i n f o r m a t i o n r a i s e s the rea l 

income o f the consumer t h rough g r e a t e r q u a n t i t y , q u a l i t y , and 

n u t r i t i o n f o r the same monetary e x p e n d i t u r e . S e c o n d l y , these 

b e n e f i t s would acc rue to the lower income consumers who d e s p e r -

a t e l y need h e l p . 

I t s h o u l d be no ted , however, t ha t low income consumers may 

be r e s i s t a n t to change and l i m i t e d i n t h e i r a c ce s s to media used 

to f o s t e r the changes i n t h e i r conduc t . Thu s , change may come 

s l o w l y from r a t i o n a l and w e l 1 - i n t e n d e d e f f o r t s to re fo rm the poo r . 

C o n c l u s i on 

The b a s i c s t r a t e g y beh ind each recommendation i s to b u i l d 

c o m p e t i t i v e r e t a i l u n i t s which then attempt to g a i n t h e i r s ha re o f 

the market . The p r o c e s s o f c o m p e t i t i o n f o r c e s each r e t a i l u n i t to 

improve i t s o p e r a t i o n and improve i t s s o u r c e s o f s u p p l y such t ha t 

the end r e s u l t i s b e t t e r q u a l i t y p r o d u c t s , more conven ience f o r 

the consumer, and lower r e t a i l p r i c e s . I t i s not the purpose o f 

the se re fo rms to f o r c e the e x t i n c t i o n o f any group o f r e t a i l e r s , 

but to g i v e a l l r e t a i l e r s a chance to p a r t i c i p a t e i n the d e v e l o p -

ment o f the r e g i o n , w i t h t ho se who do so be ing rewarded w i t h i n -

c r e a s e d pe r s ona l g a i n s at the expense o f the o t h e r s . 



I t i s impo r t an t to note t h a t no b a s i c va l ue has been put on 

any r e t a i l t y p e , no attempt has been made to say one type i s i n -

t r i n s i c a l l y good and s h o u l d be encou raged . What has been i m p l i e d 

i s t h a t development of the market s y s tem i s an e v o l u t i o n a r y p r o -

ces s where in those forms o f r e t a i l i n g f i n d i n g s u c c e s s th rough im-

proved e f f i c i e n c y and s e r v i c e s s h o u l d p r e v a i l . F u r t h e r , as the 

r e g i o n d e v e l o p s , the d e s i r e s , h a b i t s , and needs o f the consumers 

change , n e c e s s i t a t i n g change i n the r e t a i l s t r u c t u r e as w e l l ; and 

thus the e v o l u t i o n . What a d j u s t s the r e t a i l s t r u c t u r e to match 

the consumer changes i s the f o r c e o f c o m p e t i t i o n between u n i t s to 

s a t i s f y the consumer. I t has been the pu rpo se here to s u g g e s t 

ways i n wh ich the p r e s e n t r e t a i l i n s t i t u t i o n s c o u l d be molded i n -

to c o m p e t i t i v e u n i t s . 

I t f u r t h e r s h o u l d be r e c o g n i z e d t h a t , a l t h o u g h t he re w i l l 

be c o m p e t i t i o n between t ypes o f r e t a i l e r s , t h i s i s not the prime 

o b j e c t i v e . The pr ime o b j e c t i v e i s to make each r e t a i l u n i t , be 

i t a s t r e e t f a i r o r a s u p e r m a r k e t , c o m p e t i t i v e w i th a l l o t he r 

u n i t s . T h i s i s to s a y , a s t r e e t f a i r must compete f a v o r a b l y 

a g a i n s t o the r f a i r s as we l l as a g a i n s t s u p e r m a r k e t s . Some s t r e e t 

f a i r s are g o i n g to f a i l to keep pace ; some supe rmarke t s w i l l f a i l 

a l s o , as w i l l t ho se n e i g h b o r h o o d r e t a i l e r s who do not pool t h e i r 

e f f o r t s . Some who t r y to modern ize w i l l f a i l because they were 

not good enough at i t . T h i s i s the e v o l u t i o n a r y p r o c e s s . But 

none o f t h i s can happen i f the b a s i c l e v e l o f c o m p e t i t i o n i s not 

s t i m u l a t e d and c o m p e t i t i v e t e c h n o l o g y and p r a c t i c e s are not i n -

s t i t u t e d . The a b i l i t y to compete i s p r i m a r i l y dependent upon the 

a b i l i t y to change and r e a c t , which i s l i n k e d to the a b i l i t y to 

i n s t i t u t e change to improve the d i s t r i b u t i o n s y s tem. The a b i l i t y 

to i n s t i t u t e change i s l i n k e d to s i z e and power as we l l as know-

how. Thu s , these recommendat ions have emphas i zed the need to 

i n c r e a s e the power of tho se r e t a i l e r s who had l i t t l e to beg i n w i th 

t h rough s t r u c t u r a l changes i n t h e i r l i n k s to each o t h e r and to the 

ou te r w o r l d and to f u r t h e r s t r e n g t h e n the s e l f - s e r v i c e movement. 

The t a l e n t s o f the r e t a i l e r s combined w i t h the cho i ce o f the con -

sumers must determine the d i r e c t i o n o f the e v o l u t i o n i n the s y s tem 

of d i s t r i b u t i o n . 
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CHAPTER 7 

CHARACTER I ST ICS OF FARMERS AND ASSEMBLERS IN 

SELECTED RURAL AREAS OF THE REC I FE FOODSHED 

I n t r o d u c t i on 

A c c o r d i n g to da ta o f t he G e t u l i o V a r g a s F o u n d a t i o n f o r the 

y e a r I 9 6 0 , a g r i c u l t u r e i n t he N o r t h e a s t a c c o u n t e d f o r abou t 46% 

o f the r e g i o n a l i n come. For B r a z i l as a w h o l e , a g r i c u l t u r e a c -

c o u n t e d f o r abou t 33% o f n a t i o n a l income i n t h a t same y e a r . ^ 

The r u r a l p o p u l a t i o n o f the N o r t h e a s t i s a l m o s t t w o - t h i r d s 

o f the t o t a l p o p u l a t i o n i n the r e g i o n ( T a b l e 7 . 1 ) . D u r i n g 1 9 6 0 , 

14 . 7 m i l l i o n p e o p l e o u t o f a p o p u l a t i o n o f 2 2 . 4 m i l l i o n l i v e d i n p 
the r u r a l a r e a s . The h i g h e r p e r c e n t a g e o f the p o p u l a t i o n l i v i n g 

i n u rban a r e a s o f s o u t h e r n B r a z i l i s an i n d i c a t i o n o f the h i g h e r 

l e v e l o f economic deve l opment wh i ch e x i s t s i n t h a t r e g i o n ( T a b l e 

7 . 1 ) . 

T a b l e 7 . 1 P e r c e n t a g e D i s t r i b u t i o n o f Ru r a l and Urban 
P o p u l a t i o n o f the N o r t h e a s t and o f B r a z i l 

A rea 

P e r c e n t a g e o f P o p u l a t i o n 

U r b a n 3 Ru r a l 

N o r t h e a s t 

S o u t h 

A l l B r a z i l 

3 4 . 2 6 5 . 8 

5 0 . 0 4 9 . 9 

4 5 . 1 5 4 . 9 

a P e o p l e l i v i n g i n towns o r c i t i e s w i t h p o p u l a t i o n o f more 
t han 2 , 0 0 0 . 

SOURCE: I B G E - S t a t i s t i ca l Annua l o f B r a z i l (1 966 ) . 

I t has been e s t i m a t e d t h a t the r e a l v a l u e o f c r op p r o d u c t i o n 

i n the N o r t h e a s t has i n c r e a s e d n e a r l y 6% a n n u a l l y s i n c e 1 9 5 2 , w h i l e 

I n s t i t u t o B r a s i l i e r o de G e o g r a f i a e E s t a t f s t i c a , Anuario 
Estat-Cstica do Brasil ( R i o de J a n e i r o : I n s t i t u t o B r a s i l i e r o de 
G e o g r a f i a e E s t a t f s t i c a , 1 9 6 1 ) . 

Z I b i d p . 88 . 



the v a l u e o f l i v e s t o c k p r o d u c t i o n has i n c r e a s e d 5 . 3% a n n u a l l y 

( T a b l e 7 . 2 ) . I f t h e s e r a t e s o f i n c r e a s e have a c t u a l l y o c c u r r e d , 

then pe r c a p i t a o u t p u t has been r i s i n g . 

T a b l e 7 .2 I n d i c e s 3 o f Real Va l ue o f A g r i c u l t u r a l 
L i v e s t o c k P r o d u c t i o n i n the N o r t h e a s t 

and b 

1 9 5 2 - 6 2 ° 

Yea r C rops L i v e s t o c k TOTAL 

1952 78 . 0 77 . 3 7 7 . 6 

1953 81 . 4 82 . 9 81 .4 

1954 9 8 . 2 93 . 4 9 6 . 9 

1955 100 . 0 100 . 0 1 0 0 . 0 

1956 103 . 6 101 . 5 1 0 2 . 5 

1957 I l l . 8 99 . 4 1 0 8 . 4 

1958 92 . 8 59. 4 8 5 . 1 

1959 1 20 . 7 114 . 5 1 1 9 . 0 

1960 132 . 8 123 . 8 1 3 0 . 4 

1961 137 . 6 106 . 3 3 0 . 2 

1962 142 . 8 121 . 9 1 3 6 . 1 

a I n d i ces i n 1 955 p r i c e s ( b a s e : 1955 = 1 0 0 ) . 

^The i n d e x numbers o f t h i s t a b l e r e p r e s e n t the t o t a l 
p r o d u c t i o n v a l u e o f 31 c r o p s and l i v e s t o c k p r o d u c t i o n i n 
the p e r i o d 1 9 5 2 - 6 2 . These p r o d u c t s wh i ch make up the 
i n d e x r e p r e s e n t i n v a l u e a l m o s t a l l the a g r i c u l t u r a l p r o -
d u c t i o n o f the r e g i o n . The c r o p s a r e : r i c e , c o r n , sweet 
p o t a t o , E n g l i s h p o t a t o , l i m a b e a n s , b e a n s , m a n i o c , s o y -
b e a n s , a v o c a d o , p i n e a p p l e , b a n a n a , o r a n g e s , l e m o n s , m a n g o s , 
w a t e r m e l o n , muskme lon , t a n g e r i n e s , g r a p e s , g a r l i c , o n i o n s , 
p e p p e r , t oma to , c o t t o n , p e a n u t s , c o c o a , c o f f e e , s u g a r 
c a n e , c o c o n u t , t o b a c c o , c a s t o r beans and s i s a l . L i v e s t o c k 
p r o d u c t s a re c a t t l e ( i n c l u d i n g m i l k ) , s w i n e , sheep and 
p o u l t r y . 

The i n d e x numbers o f t o t a l v a l u e o f p r o d u c t i o n a re 
c a l c u l a t e d by c ompa r i n g the t o t a l v a l u e o f t h i s p r o d u c t i o n 
i n each y e a r w i t h i t s c o r r e s p o n d i n g v a l u e i n the base 
y e a r . The i n d e x u sed i s a L a s p e y r e s Q u a n t i t y I n d e x . 

SOURCE: Dan ta s W e l l i n g t o n , Economia do Mordeste: Analise 
do Setor Agricola ( R e c i f e : A s s e s s o r i a T e c n i c a , 
SUDENE, 1 9 6 5 ) , p. 100 . 

I t i s c l e a r t h a t t h i s annua l i n c r e a s e i n a g r i c u l t u r a l p r o -

d u c t i o n has come abou t p r i m a r i l y , i f not e n t i r e l y , by the c u l t i -

v a t i o n o f new l a n d s u s i n g t r a d i t i o n a l f a r m i n g me thod s . The 



c u l t i v a t e d area i n the N o r t h e a s t i n c r e a s e d by over 76% from 5 .2 
3 

m i l l i o n h e c t a r e s i n 1950 to 9 . 3 m i l l i o n i n 1960. Over t h i s same 

ten y e a r p e r i o d , crop p r o d u c t i o n i n c r e a s e d 70%. 

As i n d i c a t e d i n Chapter 1, b road p o l i c y g o a l s o f a d e v e l o p -

i n g economy s h o u l d be to reduce the r ea l c o s t s o f food to urban 

consumers w h i l e at the same t ime i n c r e a s i n g the incomes of a g r i -

c u l t u r a l p r o d u c e r s . Th i s can be a ch i e ved by improved market 

c o o r d i n a t i o n accompanied by a t e c h n o l o g i c a l t r a n s f o r m a t i o n t h a t 

i n c r e a s e s r e s o u r c e p r o d u c t i v i t y i n the s y s t e m - - b o t h i n the farm 

p r o d u c t i o n and p r oduc t ma r ke t i n g p h a s e s . 

E x p e r i e n c e i n o t h e r d e v e l o p i n g c o u n t r i e s s u g g e s t s t h a t c e r -

t a i n c o n d i t i o n s would f a c i l i t a t e the t e c h n i c a l t r a n s f o r m a t i o n o f 

a g r i c u l t u r e i n N o r t h e a s t B r a z i l . These c o n d i t i o n s a r e : 

1. a v a i l a b i l i t y o f new farm i n p u t s a t e c o n o m i c a l l y 
f e a s i b l e p r i c e s ; 

2. e x t e n s i o n o f i n f o r m a t i o n on the use o f new i n p u t s 
and methods to f a rmer s and i n p u t d i s t r i b u t e r s ; 

3. development o f adequate d i s t r i b u t i o n channe l s f o r 
new i n p u t s ; 

4. s t a b l e farm p roduc t p r i c e s at l e v e l s which make 
a d o p t i o n o f new p r a c t i c e s p r o f i t a b l e ; and 

5 . an adequa te l y c o o r d i n a t e d m a r k e t i n g s y s tem to t r a n s -
mit p r o d u c t s to consumers w i t h o u t undue c o s t s . 

The l a s t t h ree c o n d i t i o n s are the s u b j e c t o f t h i s and the 

next two c h a p t e r s . I n the rema inder o f t h i s c h a p t e r , the economic 

c h a r a c t e r i s t i c s , p e r s o n a l t r a i t s and a t t i t u d e s o f p r oduce r s of 

s e l e c t e d commodit ies and o f the a s s e m b l e r s who buy farm p r o d u c t s 

are d e s c r i b e d . A s p e c i a l e f f o r t i s made to focus on the r e l a t i o n -

s h i p s between these g roups and to p i n p o i n t b o t t l e n e c k s o r p rob lem 

a r e a s . Chapter 8 w i l l p r e s e n t a more d e t a i l e d d e s c r i p t i o n o f farm 

o r g a n i z a t i o n , c u l t u r a l and management p r a c t i c e s , and w i l l d i s c u s s 

the a v a i l a b i l i t y o f farm i n p u t s and consumer goods i n r u r a l a r e a s . 

Chapter 9 d e s c r i b e s and a n a l y z e s the p r oduc t markets f o r each o f 

the f i v e commod i t i e s . C o n c l u s i o n s and recommendat ions f o r i m p r o v -

i n g both p r oduc t and i n p u t ma r ke t i n g are summarized i n Chapter 10. 

The Farmer and A s semb le r Samples 

The f i v e b a s i c commodit ies s e l e c t e d f o r s t udy i n t h i s p r o j e c t 

were b e a n s , r i c e , man ioc , c o t t on and m i l k . Four o f these commodit ies 



a re v e r y i m p o r t a n t i n the a g r i c u l t u r a l s e c t o r o f the N o r t h e a s t . 

I n 1 9 6 3 , c o t t o n r a n k e d s e c o n d b e h i n d s u g a r , man ioc was t h i r d , 

beans f o u r t h and r i c e f i f t h i n te rms o f v a l u e o f p r o d u c t i o n f o r 

N o r t h e a s t a g r i c u l t u r e . Rank da ta f o r m i l k were not a v a i l a b l e . 

The p u r p o s e o f the r e s e a r c h d e s i g n was to i d e n t i f y the 

majo r s u p p l y a r e a s w i t h i n the N o r t h e a s t f o r the R e c i f e m e t r o p o l i -

tan c e n t e r and to take r e p r e s e n t a t i v e s amp le s o f f a r m e r s , fa rm 

s u p p l y d e a l e r s and a s s e m b l e r s w i t h i n t h o s e a r e a s . I n o r d e r to 

i d e n t i f y s u p p l y a r e a s f o r r i c e , b e a n s , man ioc and c o t t o n , p r e l i m -

i n a r y da ta f rom a j o i n t S U D E N E / M i n i s t r y o f A g r i c u l t u r e s t u d y were 

u sed to de te rm ine the majo r p r o d u c i n g municipios i n each s t a t e 

and t h r o u g h c o n t a c t s w i t h marke t a g e n c i e s to f u r t h e r p i n p o i n t the 

municipios s e l l i n g a m a j o r i t y o f t h e i r p r o d u c t i o n i n R e c i f e . 

The r e s u l t i n g sample a r e a s f o r each o f the c ommod i t i e s a re 

i d e n t i f i e d i n F i g u r e 7 . 1 . 

A f t e r h a v i n g i d e n t i f i e d the municipios p r o d u c i n g and m a r k e t -

i n g s i g n i f i c a n t q u a n t i t i e s o f each commodity i n R e c i f e , a s t r a t i -

f i e d random sample was c ho sen g i v i n g a h i g h e r p r o b a b i l i t y o f e n t r y 

to t h o s e municipios w i t h the g r e a t e s t t o t a l s a l e s i n R e c i f e . 

A f t e r r andomly s e l e c t i n g s p e c i f i c municipios, a random sam-

p l e was t a ken o f the f a r m e r s a p p e a r i n g on I B R A ' s tax l i s t ( s e e 

A p p e n d i x A f o r d e t a i l e d d i s c u s s i o n o f m e t h o d o l o g y ) . A p p r o p r i a t e l y 

s m a l l e r f a rme r s amp l e s were cho sen i n t h o s e municipios wh i ch had 

been g i v e n a g r e a t e r p r o b a b i l i t y o f e n t e r i n g the municipio s amp le 

i n o r d e r to a s s u r e t h a t each f a r m e r i n the e n t i r e sample a r e a had 

the same chance o f b e i n g c h o s e n . A t o t a l o f 774 farm i n t e r v i e w s 

were made. The d i s t r i b u t i o n by commodity wa s : r i c e 1 54 , beans 

1 7 7 , man ioc 1 5 1 , c o t t o n 165 and m i l k 126 . 

For p u r p o s e s o f t h i s s t u d y , the d a i r y f a r m e r p o p u l a t i o n was 

i d e n t i f i e d as t h o s e m i l k p r o d u c e r s who s o l d m i l k to C I L P E , the 

R e c i f e p a s t e u r i z i n g p l a n t . A random sample o f f a r m e r s i n t h r e e 

d i f f e r e n t a r e a s was c ho sen f rom the c o m p a n y ' s l i s t o f s u p p l i e r s . 

The r e s u l t i n g sample s i z e was 126 . 

I n d e s i g n i n g the samp le o f a s s e m b l e r s , i t was n e c e s s a r y to 

f i r s t make l i s t s o f a l l a s s e m b l e r s i n the a r e a s where f a r m e r s u r -

vey s were b e i n g c o n d u c t e d . Then , u s i n g t h e s e l i s t s w i t h i n each 

o f the commodity a r e a s ( e s p e c i a l l y w i t h r e s p e c t to s m a l l r u r a l and 

i t i n e r a n t b u y e r s ) and s t r a t i f y i n g by t ype o f a s s e m b l e r , a d i s p r o -

p o r t i o n a t e sample was c h o s e n . As a r e s u l t , l a r g e r a s s e m b l e r s were 

g i v e n a g r e a t e r p r o b a b i l i t y o f e n t e r i n g the a s s e m b l e r s a m p l e s . 

T h i s has n e c e s s i t a t e d c a r e f u l w e i g h t i n g o f a l l a s s e m b l e r s u r v e y 

r e s u l t s i n o r d e r to g i v e a t r u e r e p r e s e n t a t i o n on any v a r i a b l e 



F i g u r e 7 .1 N o r t h e a s t B r a z i l Showing Sample 
A reas f o r Commodit ies S t u d i e d 



b e i n g c o n s i d e r e d . The a s s e m b l e r sample s i z e s a re g i v e n be low by 

commodi t y : 

R i c e 42 

Beans 59 

Man i o c 22 

C o t t o n 46 

I n a l l c a s e s i n t h i s r e p o r t , the w e i g h t e d r e s u l t s w i l l be 

u sed s i n c e they r e p r e s e n t a more a c c u r a t e p i c t u r e . The r e a d e r 

w i l l n o t i c e t h a t no m i l k a s s e m b l e r s were i n t e r v i e w e d s i n c e the 

C I L P E m a r k e t i n g s y s t e m i n c l u d e s no s u c h i d e n t i f i a b l e i n s t i t u t i o n s . 

F i n a l l y , a l l i n p u t d i s t r i b u t e r s were i n t e r v i e w e d i n each 

municipio where f a r m e r s were s a m p l e d . I n p u t d i s t r i b u t e r s were 

i d e n t i f i e d as t h o s e s e l l i n g hand t o o l s , i n s e c t i c i d e s , t r a c t o r s , 

f e r t i l i z e r s , f e e d s , imp roved s e e d s , l i v e s t o c k m e d i c i n e and o t h e r 

s uch fa rm s u p p l i e s . 

Economic C h a r a c t e r i s t i c s 

Fa rmer s 

From T a b l e 7 . 3 a b r o a d p i c t u r e o f the c a sh farm income s i t u a -

t i o n f o r the v a r i o u s g r o u p s o f p r o d u c e r s can be o b s e r v e d . M i l k 

p r o d u c e r s have v e r y s i g n i f i c a n t l y h i g h e r i ncomes than any o t h e r 

g r oup o f p r o d u c e r s - - n e a r l y f o u r t ime s the a v e r a g e f o r a l l p r o d u c e r s . 

The nex t h i g h e s t income g r o u p i s the Sao F r a n c i s c o r i c e p r o d u c e r s , 

who h ave a v e r a g e c a sh fa rm incomes o f N C r $ 6 , 2 5 5 . C o t t o n p r o d u c e r s 

have the l o w e s t income o f a l l p r o d u c e r s . The h i g h e s t r e p o r t e d ca sh 

fa rm income i n the sample s u r v e y was N C r $ 4 1 2 , 0 0 0 by a m i l k p r o d u c e r . 

The income d i s t r i b u t i o n i s skewed c o n s i d e r a b l y t owa rd s m a l l p r o d u -

c e r s . I n some i n s t a n c e s , t he s a l e s r e p o r t e d by l a n d o w n e r s may have 

i n c l u d e d p r o d u c t s s o l d f o r s h a r e c r o p p e r s . 

A v e r a g e s i z e o f fa rms v a r i e d f rom the 19 h e c t a r e s f o r the 

man i oc p r o d u c e r s to 444 h e c t a r e s f o r the Codo r i c e p r o d u c e r s . The 

l a r g e s t fa rm was one o f 3 , 0 0 0 h e c t a r e s , bu t the m e d i a n - s i z e d fa rm 

i s l e s s t han 100 h e c t a r e s . As can be seen f rom T a b l e 7 . 3 , l a r g e 

fa rms do not a lway s mean h i g h e r l e v e l s o f farm i ncome. G e o g r a p h i c 

l o c a t i o n and t ype o f f a r m i n g a re a l s o v e r y i m p o r t a n t d e t e r m i n a n t s 

o f f a rm income. 

The most v a l u a b l e fa rms a re i n the Sao F r a n c i s c o r i c e a r e a 

and the l e a s t v a l u a b l e a re i n the man ioc p r o d u c t i o n a r e a . The most 

v a l u a b l e fa rm i n a l l the a r e a s s t u d i e d was wo r th N C r $ 8 0 0 , 0 0 0 i n 
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1967. The median farm va l ue was about NCr$6000. The l e a s t 

v a l u a b l e l and per hec t a re was i n Codo, where i t was worth on l y 

NC r$28/hec ta re . 

I n a d d i t i o n to the va lue o f l a n d and b u i l d i n g s , e s t i m a t e s 

were p repa red f o r the average va lue o f l i v e s t o c k and o the r c a p i -

ta l p r o d u c t i o n goods f o r each commodity group of f a r m e r s . D a i r y 

fa rmers were found to be the most h i g h l y c a p i t a l i z e d , w i t h an 

average va lue o f NC r$23 ,137 . Next were r i c e , b e a n s , c o t t on and 

f i n a l l y manioc f a r m e r s , who p o s s e s s e d c a p i t a l goods a v e r a g i n g 

o n l y NCr$2 ,106 . T h i s was the same o r d e r of r a n k i n g as e x i s t s 

f o r l a n d v a l u e s . We can, t h e r e f o r e , conc lude t h a t , on the a v e r -

age , d a i r y f a rmer s r e q u i r e by f a r the g r e a t e s t c a p i t a l i n ve s tmen t 

( N C r $ 6 0 , 5 1 0 ) , f o l l o w e d by r i c e , bean s , c o t t on and manioc fa rmer s 

( N C r $ 9 , 2 0 0 ) . A l t h o u g h the va lue o f c a p i t a l goods seems q u i t e low 

f o r manioc f a r m e r s , i t s h o u l d be remembered t ha t w i t h such low 

incomes as e x i s t i n the N o r t h e a s t , i t would be very d i f f i c u l t f o r 

the average farm worker or s h a r e c r o p p e r to save enough to c a p i t a -

l i z e even a manioc farm. Even these low c a p i t a l v a l u e s are u s u a l -

l y the r e s u l t o f y e a r s o f a c cumu l a t i on and s a v i n g . M o r e o v e r , w i th 

so l i t t l e c o l l a t e r a l i t i s o f t e n d i f f i c u l t f o r f a rmer s to o b t a i n 

l o an s to pu rcha se c a p i t a l goods and, when such i s p o s s i b l e , the 

terms are u s u a l l y f o r not more than 18 months. The near absence 

o f i n t e r m e d i a t e and l o n g - t e r m c r e d i t makes c a p i t a l goods pu r cha se s 

e x t r eme l y d i f f i c u l t f o r N o r t h e a s t f a r m e r s , even f o r such sma l l 

i tems as ox p l o w s , hand p l a n t e r s , s p r a y e r s , e t c . 

The f i r s t column i n Table 7.4 shows the pe rcen tage o f r e s -

pondents who were landowners f o r each commodity. S i n c e the IBRA 

( B r a z i l i a n Land Reform Agency) p r o p e r t y l i s t s were used as the sam-

p l i n g p o p u l a t i o n , most of the i n t e r v i e w s were made w i th l andowner s . 

Th i s was d e s i r a b l e f o r a ma rke t i n g s t udy s i n c e the owners g e n e r a l l y 

make the impo r t an t ma r ke t i n g d e c i s i o n s a f f e c t i n g the farm s a l e s and 

p u r c h a s e s . 

However, each landowner was asked i f he had s h a r e c r o p p e r s or 

r e n t e r s and how many he had. In a d d i t i o n , each was asked i f he had 

r e l a t i v e s u s i n g some l and w i t h o u t pay i ng r e n t . The r e s u l t s are 

shown i n Table 7 . 4 . S h a r e c r o p p i n g appear s to be most common among 

r i c e and co t t on fa rmers and l e s s common f o r beans and man ioc. For 

those hav i n g s h a r e c r o p p e r s the average number per r i c e landowner 

i n Codo was 27 .0 and i n Sao F r a n c i s c o was 13 .3 . Cot ton fa rmer s 

ave raged 3.7 s h a r e c r o p p e r s and bean and manioc f a rmer s f o l l o w e d 

w i th s l i g h t l y l e s s . More than 10% o f the fa rmers had r e l a t i v e s 
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u s i n g l a n d w i t h o u t c h a r g e and r i c e and c o t t o n f a r m e r s a g a i n s how-

ed h i g h e r p e r c e n t a g e s t han man ioc and bean p r o d u c e r s . 

The most common s h a r e c r o p p e r a r r a n g e m e n t i s equa l s h a r e s . 

I n o t h e r w o r d s , the s h a r e c r o p p e r g i v e s h a l f h i s p r o d u c t i o n to the 

l a n d o w n e r and keeps the r e m a i n i n g h a l f f o r h i m s e l f . The u s u a l 

ag reement a l s o r e q u i r e s t h a t the s h a r e c r o p p e r s e l l to the l a ndowne r 

any p a r t o f h i s s h a r e wh i ch i s no t consumed. The s h a r e c r o p p e r must 

s e l l t h i s p a r t a t h a r v e s t t ime when p r i c e s a re l o w e s t . I f the 

s h a r e c r o p p e r does no t s e l l to the l a n d l o r d , he w i l l g e n e r a l l y be 

removed f rom the l a n d the f o l l o w i n g y e a r . T h u s , the p l i g h t o f the 

s h a r e c r o p p e r i s s e r i o u s and m e r i t s s t u d y . Howeve r , the p r e s e n t 

m a r k e t i n g s t u d y was no t d e s i g n e d to dea l i n depth w i t h t h a t p a r t i -

c u l a r p r o b l e m . 

A s s e m b l e r s 

The a g r i c u l t u r a l c ommod i t i e s c o v e r e d i n t h i s s t u d y a re p r o -

duced on many s m a l l f a rms w i d e l y s c a t t e r e d g e o g r a p h i c a l l y , p o o r l y 

l i n k e d w i t h u rban con sum ing c e n t e r s and w i t h o t h e r r u r a l consumer 

m a r k e t s . " A s s e m b l e r s " p e r f o r m the f u n c t i o n s o f b u y i n g s m a l l l o t s 

o f c o m m o d i t i e s , a s s e m b l i n g them f o r s a l e i n l o c a l m a r k e t s f o r f o r -

w a r d i n g to d i s t a n t m a r k e t s . I n c a r r y i n g ou t t h e s e f u n c t i o n s , a s -

s e m b l e r s assume the r i s k o f o w n e r s h i p and add to the v a l u e o f the 

c ommod i t i e s by c r e a t i n g p l a c e u t i l i t y . A s s e m b l e r s may a l s o c o n t r i -

bu te t ime u t i l i t y t h r o u g h s t o r a g e a c t i v i t i e s and may add to fo rm 

u t i 1 i t y by s o r t i n g , g r a d i n g and p r o c e s s i n g c o m m o d i t i e s . I n B r a z i -

l i a n commodity m a r k e t s , a s s e m b l e r s a re a l s o d e e p l y i n v o l v e d i n p r o -

v i d i n g c r e d i t to bo th p r o d u c e r s and s m a l l a s s e m b l e r s . 

A s s e m b l e r s are r e l a t i v e l y h e t e r o g e n e o u s i n t h e i r o p e r a t i n g 

c h a r a c t e r i s t i c s . I t may be h e l p f u l to r o u g h l y c l a s s i f y them i n t o 

s u b g r o u p s b a s e d on the n a t u r e o f t h e i r a c t i v i t i e s . The c a t e g o r i e s 

d e s c r i b e d be low a re most a p p l i c a b l e to r i c e and bean a s s e m b l y 

o p e r a t o r s bu t a re a l s o p a r t i a l l y a p p l i c a b l e to o t h e r c o m m o d i t i e s 

s u c h as man ioc and c o t t o n . " P r o c e s s o r a s s e m b l e r s " a re e x c l u d e d 

f rom t h i s l i s t o f t y p e s . 

" G a t h e r e r s " a re o f t e n f a r m e r s who buy f rom t h e i r n e i g h b o r s 

and add t h e s e p r o d u c t s to t h e i r own b e f o r e g o i n g to l o c a l t r a d i n g 

c e n t e r s . A l s o i n c l u d e d i n t h i s c a t e g o r y are ox c a r t owners o r 

m u l e r u n n e r s (tropeiros)> who p i c k up bags o f p r o d u c t s as they p a s s 

s m a l l f a rms on t h e i r way to the l o c a l v i l l a g e . 

"The C o u n t r y S t o r e , " l o c a t e d a t a c r o s s r o a d s o r i n a s m a l l 

v i l l a g e , may buy c ommod i t i e s o r t r a d e b a s i c n e c e s s i t i e s s uch as 

k e r o s e n e , s a l t and matches f o r the commod i ty . 



" F e i r a A s s e m b l e r s " buy c o m m o d i t i e s i n s m a l l q u a n t i t i e s i n 

r u r a l f e i r a s and r e s e l l l o c a l l y . They may a l s o r e n t a t r u c k t o -

g e t h e r w i t h o t h e r a s s e m b l e r s to s e l l t h e i r m e r c h a n d i s e i n the c i t y . 

" T r u c k e r A s s e m b l e r s " t r a v e l f rom ma rke t to ma rke t u s i n g 

e i t h e r t h e i r own o r r e n t e d t r u c k s , d e a l i n g i n 6 - t o 8 - t o n l o t s , 

b u y i n g i n r u r a l a r e a s and s e l l i n g i n c i t i e s . 

" L o c a l A s s e m b l e r s " o r "Town B u y e r s " a re s p e c i a l i z e d commodi-

ty b u y e r s w i t h e s t a b l i s h e d p l a c e s o f b u s i n e s s i n a l o c a l t r a d i n g 

c e n t e r . These b u y e r s a re more l i k e l y to e x t e n d c r e d i t to p r o d u c e r s 

and to s t o r e s i g n i f i c a n t q u a n t i t i e s o f c o m m o d i t i e s . 

" L a r g e C o o r d i n a t e d A s s e m b l e r s " a re u s u a l l y h e a d q u a r t e r e d i n 

c o n v e r g e n c e c e n t e r s . They buy p r i n c i p a l l y f rom a s s e m b l e r s i n r u r a l 

t r a d i n g a r e a s who can p r o v i d e r e l a t i v e l y l a r g e l o t s o f p r o d u c t s . 

P e r s o n a l and Demog raph i c C h a r a c t e r i s t i c s 

The f o r e g o i n g d i s c u s s i o n has p r e s e n t e d a g e n e r a l i n t r o d u c t i o n 

to some o f the economic c h a r a c t e r i s t i c s o f f a r m e r s and a s s e m b l e r s . 

The p u r p o s e o f the f o l l o w i n g i s to l o o k more c l o s e l y a t some o f 

the more i m p o r t a n t p e r s o n a l c h a r a c t e r i s t i c s o f t h e s e two g r o u p s . 

I n most c a s e s , s e l f - e x p l a n a t o r y t a b l e s a re u sed w i t h v e r b a l comment 

f o c u s e d m a i n l y on the s i g n i f i c a n t r e l a t i o n s h i p s and d i f f e r e n c e s 

among commodity g r o u p s o r between f a r m e r s and a s s e m b l e r s . 

Age 

T a b l e 7 . 5 shows t h a t t h e r e was l i t t l e d i f f e r e n c e i n the a v e r -

age ages o f f a r m e r and a s s e m b l e r g r o u p s . The o v e r - a l l a v e r a g e o f 

45 y e a r s seemed to be r e p r e s e n t a t i v e o f a l l g r o u p s , w i t h the p o s s i -

b l e e x c e p t i o n o f man ioc a s s e m b l e r s , where the a v e r a g e was o n l y 38 . 

E d u c a t i o n and L i t e r a c y 

A s s e m b l e r s e x h i b i t e d a s i g n i f i c a n t l y h i g h e r l e v e l o f e d u c a -

t i o n and l i t e r a c y than f a r m e r s . The p e r c e n t a g e o f a s s e m b l e r s h a v -

i g n a t t e n d e d s c h o o l r a n g e d f rom 72% i n the bean a r e a s to 97% i n the 

r i c e a r e a s . The r ange f o r f a r m e r s went f rom 47% o f bean f a r m e r s i n 

the P e r n a m b u c o - A l a g o a s ( P e - A l ) a r ea to 78% o f the m i l k p r o d u c e r s . 

Data on a v e r a g e y e a r s o f e d u c a t i o n a re no t a v a i l a b l e f o r a s s e m b l e r s , 

bu t the f a r m e r r e s u l t s a re c l o s e l y r e l a t e d to the f i g u r e s j u s t 

c i t e d f o r the p e r c e n t a g e a t t e n d i n g s c h o o l , w i t h d a i r y f a r m e r s s how-

i n g the l a r g e s t a v e r a g e number o f y e a r s o f e d u c a t i o n ( 5 . 0 ) . 
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F a m i l y S i z e 

I t a p p e a r s t h a t a s s e m b l e r s have s l i g h t l y l a r g e r f a m i l i e s 

than f a r m e r s , w i t h the g e n e r a l l e v e l o f bo th f a r m e r s and a s s e m -

b l e r s e x c e e d i n g s i x p e r s o n s pe r h o u s e h o l d ( T a b l e 7 . 5 ) . The 

a v e r a g e s g i v e n i n T a b l e 7 . 5 may i n c l u d e r e l a t i v e s o r f r i e n d s 

l i v i n g w i t h the f a m i l y , s i n c e r e s p o n d e n t s were a s k e d to g i v e the 

t o t a l number o f peop l e l i v i n g i n t h e i r h o u s e h o l d . 

I n t e r r e l a t i o n s h i p s Between P e r s o n a l C h a r a c t e r i s t i c s 

A s e r i e s o f c h i - s q u a r e t e s t s were p e r f o r m e d i n o r d e r to 

t e s t the s t r e n g t h o f r e l a t i o n s h i p s between the a b o v e - m e n t i o n e d 

v a r i a b l e s f o r each commod i ty . There were few s t a t i s t i c a l l y s i g -

n i f i c a n t r e l a t i o n s h i p s between e d u c a t i o n and l i t e r a c y ; the o n l y 

c o n s i s t e n t r e l a t i o n s h i p s were between age and s i z e o f h o u s e h o l d . 

A g e , i n g e n e r a l , was no t s i g n i f i c a n t l y r e l a t e d to e d u c a t i o n no r 

to mass media e x p o s u r e . Nor was e d u c a t i o n s i g n i f i c a n t l y r e l a t e d 

to e i t h e r s i z e o f h o u s e h o l d o r mass media e x p o s u r e f o r any o f 

the t e s t e d r e l a t i o n s h i p s . T h i s s u g g e s t s the h y p o t h e s i s t h a t 

t h i s l a c k o f s t a t i s t i c a l l y s i g n i f i c a n t r e l a t i o n s h i p s was due to 

the low a b s o l u t e l e v e l o f e d u c a t i o n and mass media u sage and to 

the h o m o g e n e i t y o f the p o p u l a t i o n i n a l l the a b o v e - m e n t i o n e d 

v a r i a b l e s . 

G e o g r a p h i c M o b i l i t y 

A s s e m b l e r s appea r to be more m o b i l e than f a r m e r s ( T a b l e 7 . 6 ) . 

Among f a r m e r s , c o t t o n p r o d u c e r s a re l e a s t l i k e l y and Codo r i c e 

p r o d u c e r s a re most l i k e l y to have been bo rn i n a n o t h e r munioiipio 

or s t a t e . R i c e a s s e m b l e r s a re a l s o the most m o b i l e o f the f i v e 

commodity b u y e r s due , no d o u b t , to the h i g h number o f m i g r a n t s i n 

the Ma ranhao a r e a . 

Behav i o r 

I n most c a s e s , a s s e m b l e r s have g r e a t e r e x p o s u r e than f a r m e r s 

to mass c o m m u n i c a t i o n m e s s a g e s . Tab l e 7 . 7 shows t h a t a s s e m b l e r s 

more f r e q u e n t l y r ead m a g a z i n e s and newspape r s and are more l i k e l y 

to p o s s e s s a f u n c t i o n i n g r a d i o , watch t e l e v i s i o n and a t t e n d m o v i e s . 

However , i t i s i n t e r e s t i n g to no te t h a t a s m a l l e r p e r c e n t a g e o f 

man ioc and c o t t o n a s s e m b l e r s l i s t e n to t he r a d i o than do t h e i r 

f a r m e r c o u n t e r p a r t s . S i m i l a r l y , a s m a l l e r p e r c e n t a g e o f c o t t o n 

a s s e m b l e r s watch t e l e v i s i o n than do c o t t o n f a r m e r s . The h i g h p e r -

c e n t a g e f o r t h e s e f a rme r g r o u p s may be due to r e s p o n d e n t b i a s o r , 
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more l i k e l y , i s due to the f a c t t h a t t hey v i s i t f r i e n d s o r r e l a -

t i v e s to l i s t e n to t h e i r r a d i o s o r watch t h e i r t e l e v i s i o n s . 

On l y 14% o f f a r m e r s i n the samp le have e v e r a t t e n d e d a farm 

e x t e n s i o n m e e t i n g . R i c e f a r m e r s i n Sâo F r a n c i s c o , bean f a r m e r s 

i n I r e c ê and m i l k p r o d u c e r s had the h i g h e s t p e r c e n t a g e p a r t i c i p a -

t i o n i n some k i n d o f e x t e n s i o n p r o g r am. 

These r e s u l t s s u g g e s t t h a t f o r both f a r m e r s and a s s e m b l e r s 

the r a d i o i s the most i m p o r t a n t mass c ommun i ca t i on medium. T h i s 

medium m i gh t be e f f e c t i v e l y u t i l i z e d to p r o v i d e c r op f o r e c a s t i n -

f o r m a t i o n , d a y - t o - d a y marke t news, i n f o r m a t i o n on modern farm 

methods and i n p u t s , and o t h e r r e l a t e d i n f o r m a t i o n . At p r e s e n t , 

l i t t l e o r no s uch farm i n f o r m a t i o n i s d i s s e m i n a t e d t h r o u g h r a d i o 

b r o a d c a s t s . 

R i c e , bean and c o t t o n p r o d u c e r s most f r e q u e n t l y o b t a i n mar -

ke t news f rom t h e i r b u y e r s ( T a b l e 7 . 8 ) . M a n i o c f a r m e r s u s u a l l y 

g a t h e r marke t i n f o r m a t i o n by p e r s o n a l o b s e r v a t i o n i n the f e i r a s . 

The majo r marke t news s o u r c e f o r m i l k p r o d u c e r s i s n e i g h b o r s . 

A s s e m b l e r s a l s o o b t a i n marke t i n f o r m a t i o n most f r e q u e n t l y f rom 

t h e i r a s s e m b l e r c o l l e a g u e s o r f rom n e i g h b o r s , b u t , i n a l l c a s e s , 

p e r s o n a l o b s e r v a t i o n i n m a r k e t s o r f e i r a s was a c l o s e s e c o n d i n 

terms o f p e r c e n t a g e r e s p o n s e . I t i s c l e a r t h a t most ma r ke t i n f o r -

m a t i o n i n the s y s t e m i s t r a n s m i t t e d by word o f mouth w i t h a l l the 

i n e f f i c i e n c i e s and e r r o r s r e l a t e d t h e r e t o . I t i s a l s o a p p a r e n t 

t h a t a h i g h p e r c e n t a g e o f a l l f a r m e r s ( 5 7 . 9 % ) r e l y p r i n c i p a l l y on 

t h e i r b u y e r s f o r ma rke t news. T h i s p o t e n t i a l l y g i v e s the a s s em-

b l e r a s i g n i f i c a n t i n f o r m a t i o n a d v a n t a g e o v e r the f a r m e r . However , 

a s s e m b l e r s t h e m s e l v e s have o n l y i n d i r e c t o r i n f r e q u e n t news f rom 

l a r g e r m a r k e t s and t hu s a re h a n d i c a p p e d i n t h e i r b u s i n e s s o p e r a -

t i o n s . 

I 1 1 n e s s 

Farmers i n the s u r v e y were a s k e d to g i v e the number o f days 

i n 1966 on wh i ch they were unab l e to work due to i l l n e s s . I n f o r -

ma t i on on i l l n e s s was no t c o l l e c t e d f rom a s s e m b l e r s . The p e r c e n t -

age o f f a r m e r s r e p o r t i n g a t l e a s t one day o f i l l n e s s i n 1966 

r anged f rom 27% f o r m i l k p r o d u c e r s to 57% f o r Sâo F r a n c i s c o r i c e 

p r o d u c e r s ( T a b l e 7 . 9 ) . These p e r c e n t a g e s do not appea r to be p a r -

t i c u l a r l y h i g h . 

A ve r age days i l l , h oweve r , f o r t h o s e r e p o r t i n g any k i n d o f 

s i c k n e s s , s u g g e s t t h a t i l l n e s s c o u l d have a d v e r s e l y a f f e c t e d farm 

income by p r e v e n t i n g work at c r i t i c a l t ime s d u r i n g the y e a r . The 

a v e r a g e days i l l r a nged f rom 38 f o r m i l k p r o d u c e r s to 74 f o r I r e c ê 
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bean f a r m e r s . The median number o f days i l l i s i n a l l ca se s 

s i g n i f i c a n t l y lower than the a ve r age . A s t u d y o f the f r equency 

d i s t r i b u t i o n i n d i c a t e s t h a t a few very h i g h v a l u e s tended to 

r a i s e the a ve r age . The median i s , t h e r e f o r e , c o n s i d e r e d a more 

r e p r e s e n t a t i v e e s t i m a t e o f the number o f days i l l . 

The l a s t column i s p r o b a b l y more u s e f u l as an i n d i c a t o r o f 

the impact o f i l l n e s s on farm o p e r a t i o n s . I t shows the p e r c e n t -

age o f a l l f a rmer s who were s i c k more than 20 days i n 1966. 

S i n c e most f a rmer s i n t h i s s t u d y are s e m i - i d l e about s i x months 

out o f the y e a r due to the s e a s o n a l i t y o f t h e i r major farm e n t e r -

p r i s e s , an average o f ten days i l l d u r i n g t h a t p e r i o d would not 

m a t e r i a l l y a f f e c t farm p r o d u c t i v i t y or p r e v e n t farm ou tpu t expan -

s i o n i f the farmer had the r e s o u r c e s . The r ema in i ng ten days 

wou ld , on the a v e r a g e , f a l l d u r i n g the s i x months o f major farm 

a c t i v i t y . I t m i gh t a l s o be expected t h a t those ten days would 

n o r m a l l y be s c a t t e r e d th rough the p e r i o d r a t h e r than bunched t o -

g e t h e r . Thus , farm p r o d u c t i v i t y might not be g r e a t l y reduced by 

20 days o f i l l n e s s d u r i n g the y e a r . The pe rcen tage o f f a rmer s 

i l l more than 20 days ranges from o n l y 17% f o r co t ton fa rmers to 

48 .1% f o r Codo r i c e f a r m e r s . 

A t t i tudes 

One o f the most impo r t an t f a c t o r s d e t e r m i n i n g the w i l l i n g -

ness o f an i n d i v i d u a l to change h i s management methods , adopt new 

i d e a s , or i n v e s t i n expand ing h i s b u s i n e s s , i s the s e t o f v a l u e s 

h e l d by t h a t i n d i v i d u a l . These v a l u e s w i l l be r e f l e c t e d by the 

a t t i t u d e s he t ake s toward c e r t a i n k i n d s of a c t i o n s o r t h i n g s . 

Thu s , the i n d i v i d u a l ' s b a s i c v a l u e s about what i s good i n l i f e 

w i l l be r e f l e c t e d i n h i s a t t i t u d e s or a c t i o n s toward a wide 

v a r i e t y o f h y p o t h e t i c a l o r r ea l l i f e s i t u a t i o n s . I t i s impo r t an t 

to u n d e r s t a n d someth ing about the p r e f e r e n c e p a t t e r n o r v a l u e s o f 

any g roup be fo re b e g i n n i n g e x t e n s i v e p l a n n i n g of development p r o -

grams f o r t ha t g r oup . For t h a t r e a s o n , a s e r i e s of s t a tement s 

was f o r m u l a t e d on each of f o u r d i f f e r e n t c l a s s e s o f a t t i t u d e s . 

Respondent s were asked to i n d i c a t e whether they a g r e e d , d i s a g r e e d , 

or had no o p i n i o n . The r e s u l t s are p r e s e n t e d and d i s c u s s e d below. 

De f e r r ed G r a t i f i c a t i o n 

For the i n d i v i d u a l i n any b u s i n e s s to a ch i e ve an improvement 

i n h i s l e v e l o f income, two k i nd s of r e s o u r c e s are u s u a l l y r e q u i r e d - -

l a b o r and c a p i t a l . The i n d i v i d u a l must be w i l l i n g to s a c r i f i c e 



some c u r r e n t income i n o r d e r to save f o r f u t u r e i n v e s t m e n t , and 

he must be w i l l i n g to supp lement t h a t c a p i t a l i n ve s tmen t w i th 

a p p r o p r i a t e l a b o r and management e f f o r t s . The a t t i t u d e s o f i n d i -

v i d u a l s or g roups o f i n d i v i d u a l s toward c u r r e n t vs f u t u r e g r a t i -

f i c a t i o n become impo r t an t i n a s c e r t a i n i n g the p o s s i b l e ways o f 

i d e n t i f y i n g and a s s i s t i n g those g roups o r i n d i v i d u a l s who are 

most w i l l i n g to he lp t h e m s e l v e s . There s h o u l d be no i l l u s i o n 

tha t the two s t a tement s u t i l i z e d i n t h i s s t u d y do a p e r f e c t o r 

n e a r - p e r f e c t job of s e p a r a t i n g i n d i v i d u a l s i n t o g roups of h i g h 

and low w i l l i n g n e s s to de f e r con sumpt ion . To d a t e , no such t e c h -

n ique has been deve loped . Mo reove r , due to d i f f e r e n c e s i n e co -

nomic l e v e l s wh ich may r e q u i r e t h a t low income f a m i l i e s consume 

a l l they make, and due to a v a r i e t y o f o t he r i n t e r v e n i n g v a r i a -

b l e s , i t i s d i f f i c u l t to h o l d o t h e r t h i n g s c o n s t a n t and s o r t out 

the rea l w i l l i n g n e s s of an i n d i v i d u a l to de fe r s a t i s f a c t i o n . 

N e v e r t h e l e s s , perhaps even i m p e r f e c t knowledge i s p r e f e r a b l e to 

i g n o r i n g these impo r t an t r e l a t i o n s h i p s . 

I n g e n e r a l , both fa rmer s and a s s emb l e r s p r e f e r to r e c e i v e 

a g i f t o f NCr$30 today r a t h e r than NCr$90 a y e a r from now (Tab le 

7 . 1 0 ) . Among farm g r o u p s , Pe -A l bean p r oduce r s and manioc f a rm-

e r s seem to be the l e a s t w i l l i n g to de l ay g r a t i f i c a t i o n , w h i l e 

d a i r y f a rmer s show a g r e a t e r w i l l i n g n e s s to pos tpone consumpt ion . 

Th i s r a n k i n g i s s i m i l a r to the t o t a l farm s a l e s r a n k i n g and un -

do u b t e d l y r e f l e c t s the f a c t t ha t m i l k fa rmers f ee l they can a f f o r d 

to de lay g r a t i f i c a t i o n , w h i l e manioc and bean fa rmer s w i t h c o n s i d -

e r a b l y lower incomes f ee l they must p r o v i d e f i r s t f o r the n e c e s s i -

t i e s o f today be f o r e w o r r y i n g about the f u t u r e . The p o s i t i v e t ime 

p r e f e r e n c e o f fa rmers and a s s emb l e r s was f u r t h e r i n d i c a t e d by the 

l a r g e pe rcen tage who agreed t ha t " i t i s b e t t e r to l i v e f o r today 

because tomorrow w i l l work i t s e l f out anyway" (Tab le 7 . 1 0 ) . 

I n t e r p e r s o n a l T r u s t 

Economic growth i n a p r i v a t e e n t e r p r i s e economy i s g r e a t l y 

a f f e c t e d by the degree o f t r u s t he ld by i t s bu s i ne s smen i n each 

o t h e r and i n the government a g e n c i e s , laws and o t h e r i n s t i t u t i o n s 

s e t up to f a c i l i t a t e economic exchange and encourage b u s i n e s s con -

f i d e n c e . Improvements i n ma r ke t i n g e f f i c i e n c y o f t en h inge on the 

w i l l i n g n e s s o f p a r t i c i p a n t s to accept w i t h o u t pe r s ona l o b s e r v a t i o n 

a n o t h e r ' s word on q u a l i t y , p r i c e or o t h e r market c o n d i t i o n s . More -

o v e r , e x p e r i e n c e i n deve loped c o u n t r i e s shows t h a t the p o o l i n g o f 

r e s o u r c e s i n t o p a r t n e r s h i p s , c o r p o r a t i o n s or c o o p e r a t i v e s i s an 

impo r t an t way o f c a p t u r i n g economies of s c a l e i n p r o d u c t i o n and 



Tab le 7.10 Pe rcen tage of Farmers and A s s emb le r s A g r e e -
i n g w i t h S e l e c t e d A t t i t u d e S ta tement s about 
D e f e r r i n g S a t i s f a c t i o n , by Commodity, 1967 

Commodi ty 

S ta tements 

Commodi ty 

I t i s b e t t e r to 
r e c e i v e NCr$90 one 
y e a r from now than 

NCr$30 today 

( P e r c e n t ) 

I t i s b e t t e r to l i v e 
f o r today because 
tomorrow wi11 work 
i t s e l f out anyway 

( P e r c e n t ) 

Commodi ty 

Farmers A s semb le r s Farmers A s semb le r s 

Ri ce: 

Codo 33.0 46 . 5 59.0 44 .6 
Sao F r a n c i s c o 44 .0 66 .0 

Beans : 

I r e c e 22 .0 26.5 35 .0 51 .0 
Pe-A l 27 .0 63 .0 

Mani oc 38.0 41 .0 60.0 4 5 . 8 

Cot ton 4 4 . 8 51 .9 55 .2 41 .9 

M i l k 39 .7 a 44 .4 a 

A l l 3 7 . 3 39 . 8 58.7 4 6 . 5 

i n t e r v i e w s were not conducted among m i l k a s s e m b l e r s . 

SOURCE: SUDENE/MSU Su r ve y s ( 1 9 6 7 ) . 



marke t i n g which would r e q u i r e more c a p i t a l than most i n d i v i d u a l 

bu s i ne s smen or f a rmer s c ou l d mus te r . But the f o r m a t i o n o f such 

g roups i s d i f f i c u l t and u n l i k e l y where men are unable to t r u s t 

one ano the r to be h o n e s t . 

Tab le 7 .11 shows the pe rcen tage of f a rmer s a g r e e i n g w i th 

t h ree s t a tement s d i r e c t e d toward d i f f e r e n t a s p e c t s o f i n t e r p e r -

s ona l t r u s t . For a l l t h ree s t a t e m e n t s , a s s emb l e r s i n d i c a t e l e s s 

w i l l i n g n e s s than fa rmers to t r u s t o t h e r s , e s p e c i a l l y those o u t -

s i d e the f a m i l y . Among a s s e m b l e r s , i t i s d i f f i c u l t to i d e n t i f y 

the g roup w i t h a s m a l l e r p r o p e n s i t y to t r u s t , though r i c e assem-

b l e r s show c o n s i d e r a b l y l e s s t r u s t than the o t h e r s on the f i r s t 

and t h i r d s t a t e m e n t s , w h i l e showing the h i g h e s t agreement t h a t 

one can j o i n p a r t n e r s h i p s w i t h n o n - r e l a t i v e s . A s i m i l a r s i t u a t i o n 

a r i s e s w i t h f a r m e r s , making i t d i f f i c u l t to i d e n t i f y one fa rmer 

group as h a v i n g more o r l e s s t r u s t than the o t h e r s . 

Wh i le a s t r o n g c o r r e l a t i o n had been expected among the r e -

s pon se s to the th ree s t a t e m e n t s , i t i s not s u r p r i s i n g t h a t such 

r e l a t i o n s d i d not e x i s t . Each q u e s t i o n f o cu sed on a s l i g h t l y d i f -

f e r e n t a spec t o f t r u s t , which i t s e l f i s a many - s i ded concep t . 

Hence, a pe r son might r e spond i n one way to a gene ra l s t a tement 

on t r u s t i n o t h e r s but f ee l q u i t e d i f f e r e n t l y about i n v e s t i n g i n 

a p a r t n e r s h i p or wo r k i n g w i t h o t h e r s . I t i s s i g n i f i c a n t , however , 

t h a t a s s emb l e r s e x h i b i t l e s s w i l l i n g n e s s to t r u s t o t h e r s than f a rm-

e r s . These r e s u l t s s u g g e s t t h a t a s s e m b l e r s ' l a c k o f c o n f i d e n c e i n 

o t h e r s may be h o l d i n g back ma r ke t i n g improvements . 

Fa ta l i sm 

The p r e v i o u s two c a t e g o r i e s o f a t t i t u d e s f o c u s e d on impo r t an t 

v a l u e s a f f e c t i n g the way an i n d i v i d u a l might r e spond i f h i s econom-

i c p o s i t i o n p e r m i t t e d . The s e t of q u e s t i o n s g rouped t o g e t h e r here 

under the t i t l e " f a t a l i s m " take a s l i g h t l y d i f f e r e n t o r i e n t a t i o n . 

The purpose here i s to d i s c o v e r the amount of s e l f - c o n f i d e n c e of 

the i n d i v i d u a l , h i s f e e l i n g s about the p o s s i b i l i t y t h a t he, not 

some o u t s i d e f o r c e , can make t h i n g s b e t t e r . 

I t s h o u l d be p o i n t e d ou t t h a t the t h i r d s t a tement i n Tab le 

7.12 measures a s l i g h t l y d i f f e r e n t a s p e c t of f a t a l i s m i n t h a t i t 

i s d e s i g n e d to show the l e v e l of c o n f i d e n c e o f f a rmer s and assem-

b l e r s i n the a b i l i t y of t h e i r government to s o l v e problems which 

they face as i n d i v i d u a l s . Once a g a i n , the reade r s h o u l d r e a l i z e 

t h a t o t h e r v a r i a b l e s i n t e r v e n e to a f f e c t the r e s p o n s e s to these 

s t a t e m e n t s . The most i m p o r t a n t such v a r i a b l e s are net worth and 
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c u r r e n t income. O b v i o u s l y the i n d i v i d u a l w i th g r e a t e r wea l th i s 

i n a s t r o n g e r p o s i t i o n to determine h i s f u t u r e than are o t h e r s . 

In g e n e r a l , r e s p o n s e s to the f i r s t two s t a tement s r e f l e c t 

a l e s s f a t a l i s t i c a t t i t u d e by a s s emb le r s than by f a r m e r s , but f o r 

both g roups the a b s o l u t e l e v e l s o f r e spon se i n d i c a t e a good b i t 

o f dependence on l uck or f a t e . I t i s a l s o i n t e r e s t i n g to note 

t h a t on both s t a tement s d a i r y fa rmers show l e s s f a t a l i s m than 

manioc a s s e m b l e r s . 

There i s a good b i t more awareness among a s s emb l e r s of the 

impor tance o f management know-how than among f a r m e r s . I n a d d i -

t i o n , a lmos t a l l f a rmer s f e e l t h a t there i s n o t h i n g t h a t t h e y , as 

i n d i v i d u a l s , can do to improve t h e i r l i v e s . 

F i n a l l y , both fa rmer s and a s s emb le r s show h i g h l e v e l s of 

agreement t h a t government w i l l he lp them o u t . T h i s h i g h agreement 

may i n v o l v e some re sponden t b i a s , s i n c e the i n t e r v i e w e r cou l d have 

been p e r c e i v e d as an employee o f the government. 

Fami1 i sm 

The f i n a l group of a t t i t u d e s t a tement s dea l s w i th the f a m i l y . 

The two s t a temen t s i n Table 7 .13 f o cu s on comp le te l y s e p a r a t e k i n d s 

o f a t t i t u d e s toward the f a m i l y . The f i r s t i s d e s i g n e d to r e f l e c t 

the r e s p o n d e n t ' s f e e l i n g s toward moving away from h i s p a r e n t s . 

S i n c e l a b o r m o b i l i t y from r u r a l to urban a rea s i s an a b s o l u t e 

n e c e s s i t y i n the economic development p r o c e s s , i t i s impo r t an t to 

e x p l o r e the f a c t o r s which might p o t e n t i a l l y i n h i b i t l a b o r m o b i l i t y . 

The second s ta tement i s i n t ended to g i v e an i dea o f the r e s p o n d -

e n t s 1 f e e l i n g toward l a r g e r o r s m a l l e r f a m i l i e s . S i n c e r a p i d pop-

u l a t i o n growth i s a problem i n most d e v e l o p i n g n a t i o n s , i t i s im-

p o r t a n t t h a t i n d i v i d u a l f a m i l i e s beg in to r e a l i z e the need and the 

means o f l i m i t i n g b i r t h s . 

Both a s s emb le r s and fa rmers showed a s t r o n g p r e f e r e n c e to 

l i v e near t h e i r p a r e n t s even i f i t meant s m a l l e r i ncomes . R i ce 

and co t t on a s s e m b l e r s showed somewhat l e s s p r o p e n s i t y to s t a y near 

t h e i r f a m i l i e s than d i d t h e i r farmer c o u n t e r p a r t s . I t i s o b v i o u s 

t ha t m i g r a t i o n by a s s emb l e r s and fa rmers from r u r a l a reas w i l l be 

hampered by f a m i l y t i e s and at the l e a s t w i l l r e q u i r e a promise o f 

s i g n i f i c a n t l y b e t t e r incomes than are a v a i l a b l e i n r u r a l a r e a s . 

On the o t he r hand, g i v e n - t h e r a p i d p o p u l a t i o n growth o f urban 

a reas and the h i g h r a t e o f unemployment which i s c o n c e n t r a t e d 

p r i n c i p a l l y i n m i g r a n t g r o u p s , the drag on m i g r a t i o n caused by 

f a m i l y t i e s may be a b l e s s i n g i n d i s g u i s e , e s p e c i a l l y i n the s h o r t 

run . 



Table 7 .13 Pe rcen tage of Farmers and A s s emb le r s 
A g r e e i n g w i th S e l e c t e d A t t i t u d e S t a t e -
ments about F a m i l i s n r , by Commodity, 1967 

S ta tement s 

I t i s b e t t e r to Today i t i s b e t t e r 
have a job which to have a smal1 
pays l i t t l e c l o s e f a m i l y than a 

to our p a r en t s 1 arge one 
than to earn more 
i n a d i s t a n t p l ace 

( P e r c e n t ) ( P e r c e n t ) 

Farmers A s s emb le r s Farmers A s s emb le r s 

Ri ce: 

Codo 82.0 64 .6 56.0 75.4 
Sao F r a n c i s c o 84.0 62 .0 

Beans : 

I recé 81 .0 82.0 48 .0 54 .1 
Pe-A l 86.0 53 .0 

Manioc 84.7 84 .7 60 .7 61 . 1 

Cot ton 87 .3 68 .2 60 .0 65 .1 

Mi 1 k 76 .2 a 72.2 a 

Al 1 85.0 75 .3 58 .1 6 3 . 8 

i n t e r v i e w s were not conducted among m i l k a s s e m b l e r s . 

SOURCE: SUDENE/MSU S u r v e y s ( 1 9 6 7 ) . 



I n most c a s e s , a s l i m m a j o r i t y o f f a rmer s and a s s e m b l e r s 

i n d i c a t e d a p r e f e r e n c e f o r sma l l f a m i l i e s . There are no c l e a r 

p a t t e r n s between fa rmer s and a s s e m b l e r s o r among the g r o u p s . 

Nor does the a b s o l u t e l e v e l o f r e spon se s u g g e s t t h a t any s t r o n g 

f e e l i n g f o r r e d u c i n g f a m i l y s i z e s has deve loped i n these r u r a l 

a r e a s . 

Summary 

A t o t a l o f 774 fa rmer i n t e r v i e w s and 169 a s s emb le r i n t e r -

v iews p r o v i d e d the data base f o r t h i s a n a l y s i s . The f a rmer s were 

randomly s e l e c t e d f o r each o f f o u r commodit ies u s i n g l o c a l tax 

l i s t s o f l andowners as the s a m p l i n g f rame. A sample o f 126 d a i r y 

fa rmers was drawn from a l i s t o f s h i p p e r s to R e c i f e ' s o n l y m i l k 

p a s t e u r i z i n g p l a n t . 

The average s i z e o f farm v a r i e d from 19 h e c t a r e s f o r manioc 

p r oduce r s to 444 h e c t a r e s f o r r i c e p r oduce r s i n Maranhao. The 

m e d i a n - s i z e farm was l e s s than 100 h e c t a r e s and the median va l ue 

per farm was NCr$6000. The pe rcen tage o f f a rmer s h a v i n g s h a r e -

c r oppe r s ranged downward from 48% f o r Maranhao r i c e p r o d u c e r s to 

29% f o r c o t t o n , 20% f o r Sao F r a n c i s c o r i c e p r o d u c e r s , and 10% or 

l e s s f o r bean and manioc p r o d u c e r s . 

A s s emb le r s are a he te rogeneous group r a n g i n g from l a r g e buy-

e r s l o c a t e d i n convergence c e n t e r s to f a rmer s who buy p r o d u c t s 

from t h e i r n e i g h b o r s be fo re g o i n g to l o c a l t r a d i n g c e n t e r s . 

The l e v e l o f e d u c a t i o n and l i t e r a c y i s r e l a t i v e l y low 

t h r o u g h o u t the r u r a l area and r e p r e s e n t s a major b a r r i e r to 

m o d e r n i z a t i o n . A l t hough a h i g h pe r cen tage o f f a rmer s have a t t e n d -

ed s c h o o l , o n l y 37% were ab le to read and unde r s t and a s imp l e 

sen tence s ubm i t t ed to them d u r i n g the i n t e r v i e w s . The h i g h e s t 

l i t e r a c y l e v e l was found among m i l k p r o d u c e r s , r i c e p r oduce r s i n 

the Sao F r a n c i s c o a r e a , and bean p roduce r s i n I r e c e . A s s emb le r s 

tended to have more e d u c a t i o n than f a r m e r s , w i t h 71% be i ng l i t e r -

ate based upon the s i n g l e - s e n t e n c e r e a d i n g t e s t . 

Farmers are not we l l i n t e g r a t e d i n t o modern s o c i e t y by mass 

communicat ion media. Les s than o n e - h a l f had read newspapers or 

magaz ines r e c e n t l y ; 59% had f u n c t i o n i n g r a d i o s ; 28% had a t tended 

an e x t e n s i o n meet ing . Most f a rmer s r e l y on the p r oduc t buyer s 

f o r market i n f o r m a t i o n , but these a s s emb l e r s are s e r v e d by r a t h e r 

tenuous i n f o r m a t i o n networks based m o s t l y on i n f o r m a l i n t e r p e r s o n -

al commun ica t i on s . 



Poor h e a l t h reduced farm l a b o r p r o d u c t i v i t y . Of the fa rm-

e r s i n t e r v i e w e d , 36% had been i l l and unable to work f o r more 

than 20 days d u r i n g 1966. 

Farmers and a s s emb l e r s tend to be t r a d i t i o n a l and homoge-

neous i n t h e i r a t t i t u d e s toward m o d e r n i z a t i o n c o n c e p t s . A very 

h i g h pe r cen tage have l i t t l e c o n f i d e n c e i n the p o s s i b i l i t y o f 

i m p r o v i n g t h e i r l i v e s by t h e i r own i n d i v i d u a l e f f o r t s . However, 

a h i g h pe rcen tage ag reed t ha t they can count on the government 

to s o l v e t h e i r p rob l ems . More than o n e - h a l f of the fa rmers and 

a s s emb le r s r e v e a l e d very h i gh p r e f e r e n c e f o r p r e s e n t income over 

f u t u r e income coup led w i t h an a t t i t u d e of l i v i n g today because 

tomorrow w i l l work i t s e l f out anyway. 

About o n e - h a l f of the fa rmers f e l t they c o u l d t r u s t peop le 

o t h e r than r e l a t i v e s . A s s emb le r s were l e s s t r u s t i n g o f n o n r e l a -

t i v e s than were f a r m e r s . A ve ry h i g h pe rcen tage o f both fa rmers 

and a s s emb le r s e v i denced r e l u c t a n c e to m i g r a te to a d i s t a n t p l a ce 

even i f there might be a b e t t e r - p a y i n g job t h e r e . 

In r e v i e w i n g pe r s ona l c h a r a c t e r i s t i c s and a t t i t u d e mea su re s , 

i t has been p o s s i b l e to i d e n t i f y the c o n d i t i o n s t h a t w i l l d e t e r -

mine the k i nd s o f m o d e r n i z a t i o n programs t ha t can be s u c c e s s f u l l y 

i n t r o d u c e d i n t o the r u r a l a reas o f N o r t h e a s t B r a z i l . A l s o , t he re 

i s enough d i f f e r e n c e between fa rmer s i n the d i f f e r e n t commodity 

s t u d i e s to s u g g e s t t h a t s h o r t - r u n g a i n s i n a g r i c u l t u r a l m o d e r n i z a -

t i o n cou ld p r o b a b l y p roceed more r a p i d l y i n the Sao F r a n c i s c o r i c e 

a rea s and among m i l k and bean p r oduce r s than i n the manioc and 

co t ton p r o d u c i n g a r e a s . Th i s o b s e r v a t i o n w i l l be f u r t h e r r e i n -

f o r c e d by ev i dence p r e s e n t e d i n Chapte r s 8 and 9. 



CHAPTER 8 

FARM PRODUCTION CHARACTER IST ICS , 

USE OF PURCHASED FARM INPUTS 

AND CONSUMPTION A C T I V I T I E S 

I n t r o d u c t i on 

I n the f i r s t p a r t o f the p r e v i o u s c hap te r i t was s t a t e d 

t h a t the expanded use of modern a g r i c u l t u r a l methods and i n p u t s 

c o u l d lower consumer food p r i c e s and c o n t r i b u t e to o v e r - a l l 

economic g rowth . I t s h o u l d be s t r e s s e d t h a t f o r most d e v e l o p i n g 

n a t i o n s such a r e v o l u t i o n i n a g r i c u l t u r a l p r o d u c t i o n methods i s 

a n e c e s s a r y c o n d i t i o n f o r s u s t a i n e d economic deve lopment . 

T h i s c hap te r w i l l f o cu s on th ree d i f f e r e n t a s p e c t s o f t h i s 

r e v o l u t i o n f o r the f i v e farm g roups be ing s t u d i e d : (1 ) c u l t u r a l 

p r a c t i c e s and i n p u t s c u r r e n t l y be ing u sed ; (2 ) d i s t r i b u t i o n of 

modern i n p u t s i n r u r a l a r e a s ; and (3 ) fa rmer use o f consumer 

good s . The f i r s t p a r t of the chap te r w i l l deal w i t h c u r r e n t 

farm p r a c t i c e s and t h e i r i n t e r r e l a t i o n s h i p s . Some space w i l l 

a l s o be g i v e n toward an e f f o r t to i d e n t i f y c h a r a c t e r i s t i c s o f 

fa rmers w i t h a w i l l i n g n e s s to change from t r a d i t i o n a l to modern 

methods. The l a s t two s e c t i o n s o f the chap te r f o cu s on the r o l e 

wh ich r u r a l markets can p l a y i n a f u r t h e r l i n k a g e o f the urban 

and r u r a l a r e a s . 

The s p e c i f i c l i n k a g e s to be c o n s i d e r e d here are those be-

tween the urban i n d u s t r i a l s e c t o r and the r u r a l market f o r con -

sumer goods and f a c t o r i n p u t s . The r u r a l a rea s can s e r v e as the 

mass consumer market which makes p o s s i b l e the ach ievement of 

s c a l e economies so f r e q u e n t l y ab sen t among " i n f a n t i n d u s t r i e s " 

i n d e v e l o p i n g c o u n t r i e s . The a v a i l a b i l i t y and s a l e s of consumer 

goods can p r o v i d e the a d d i t i o n a l m o t i v a t i o n f o r e a r n i n g h i g h e r 

incomes among r u r a l consumers . I n a d d i t i o n , the s a l e s o f modern 

f a c t o r i n p u t s are the mechanism th rough which h i g h e r incomes be-

come p o s s i b l e . 

The Nature of Farm P r o d u c t i o n 

A compara t i ve d i s c u s s i o n o f c h a r a c t e r i s t i c s o f the sample 

s u r v e y farms f o r the f i v e s e l e c t e d commodi t ies w i l l be p r e s e n t e d , 

f o c u s i n g on the s i m i l a r i t i e s and d i f f e r e n c e s among the g roups and 



d i r e c t i n g the r eade r toward s i g n i f i c a n t f i n d i n g s and c o n c l u s i o n s . 

I n a d d i t i o n , s t a t i s t i c a l l y and e c o n o m i c a l l y s i g n i f i c a n t r e l a t i o n -

s h i p s between c e r t a i n o f the v a r i a b l e s under s t u d y w i l l be p o i n t e d 

o u t . 

Hec ta re s P l a n t e d 

Table 8 .1 shows the average number o f h e c t a r e s p l a n t e d to 

the p r i n c i p a l crop i n each o f the s u r v e y a r e a s . R ice and bean 

p l a n t i n g s a r e , i n g e n e r a l , s i g n i f i c a n t l y l a r g e r than manioc and 

c o t t o n . P l a n t i n g s o f p a s t u r e g r a s s e s by d a i r y "farmers a r e , i n an 

a b s o l u t e s e n s e , r e l a t i v e l y low, but have gone up 160% s i n c e 1965. 

The average s i z e o f bean p l a n t i n g s i n I r e c e does not seem to d i f -

f e r g r e a t l y from the A1agoas -Pernambuco a r e a , a l t h o u g h t he re 

seemed to have been g r e a t e r f l u c t u a t i o n d u r i n g the t h ree y e a r s 

o b s e r v e d . On the o t he r hand, Sao F r a n c i s c o r i c e p r oduce r s had 

s i g n i f i c a n t l y l a r g e r p l a n t i n g s than Codo f a r m e r s . M o r e o v e r , 

there was an i n c r e a s e i n both 1966 and 1967 which amounted to 

a lmos t 10%. I t s h o u l d be noted t h a t , i n most c a s e s , beans are 

i n t e r p l a n t e d w i t h co rn and, i n the c o t t o n p r o d u c i n g a r e a s , both 

beans and co rn are found among the c o t t o n p l a n t s . 

Tab le 8 .1 Average Area P l a n t e d to P r i n c i p a l 
Crops by Commodity, 1965 -1966 

Commodi ty 

Average Hec ta re s P l a n t e d 

Commodi ty 
1965 1966 1967 1965-67® 

R i c e : 
Codo 
Sao F r a n c i s c o 

Beans : 
I rece 
A l - P e 

Man i oc 
C o t t o n 9 

M i l k b 

11 .3 10 .5 11.0 - 2 . 7 
18 .1 19.0 19.9 9 .9 

12 .6 13.5 9 .2 - 2 . 7 
10 .3 12 .0 12 .3 19.4 

3 .2 3 .1 3 .7 15.0 
3 . 4 3 .4 N.A. N.A. 
2 . 5 3 .9 6 . 5 160.0 

a S i n c e r e f e r e n c e i s to p e r e n n i a l t r ee c o t t o n , these f i g u r e s 
show new p l a n t i n g s ( o n l y ) i n g i v e n y e a r . 

b F i g u r e s g i v e the ave rage number o f h e c t a r e s o f p l a n t e d p a s -
tu re . 



Given the na tu re of farm p r o d u c t i o n methods , the average 

h e c t a r e s p l a n t e d by i n t e r v i e w e d fa rmer s may appear h i g h as com-

pared to the modal s i z e of a l l f a rms . T h i s i s due p a r t i a l l y to 

a few ve r y l a r g e sample fa rmers who tend to p u l l up the average 

( a r i t h m e t i c mean). I n a d d i t i o n , the sample was r e s t r i c t e d to 

landowners s e l l i n g more than NCr$100 .00 of farm p r o d u c t s . T h i s 

s a m p l i n g p rocedu re kept s u b s i s t e n c e or s e m i - s u b s i s t e n c e fa rmers 

out o f the sample and r e s u l t e d i n l andowners r e p o r t i n g on a l l 

the l and they owned whether i t was ope r a ted by t h e m s e l v e s , s h a r e -

c r o p p e r s , or cash r e n t e r s . 

Y i e l d s 

P r o d u c t i v i t y i s low on N o r t h e a s t B r a z i l i a n f a r m s . Average 

y i e l d s per h e c t a r e ( o r p r o d u c t i o n per cow) are shown i n Table 

8 , 2 . These y i e l d s are s i g n i f i c a n t l y lower than average y i e l d s 

f o r a l l o f B r a z i l o u t s i d e o f the N o r t h e a s t . P a r t , but my no 

means a l l , o f t h i s d i f f e r e n c e can be accounted f o r by u n f a v o r a b l e 

c l i m a t i c and s o i l c o n d i t i o n s i n much o f the N o r t h e a s t i n c ompa r i -

son to o t h e r p a r t s o f B r a z i l . I r r i g a t i o n , where c o n d i t i o n s p e r -

m i t , c ou l d o f f s e t p a r t of t h a t d i f f e r e n t i a l , but o t h e r w i s e l i t t l e 

can be done to improve the b a s i c r e s o u r c e s endowed by na tu re to 

the N o r t h e a s t . 

The second f a c t o r wh ich accoun t s f o r the d i f f e r e n c e s i n 

farm p r o d u c t i v i t y between the N o r t h e a s t and the r e s t of B r a z i l 

i s the comb ina t i on o f poor f a rm ing methods , i nadequate use of 

modern i n p u t s , and i nadequa te management s k i l l s wh ich c h a r a c t e r -

i z e N o r t h e a s t e r n f a r m e r s . But t he se d i f f i c u l t i e s can l a r g e l y be 

overcome i f N o r t h e a s t e r n fa rmer s can be encouraged to use b e t t e r 

f a rm ing methods , more p r o d u c t i v e t e c h n o l o g i e s and more e f f e c t i v e 

management t e c h n i q u e s . 

Average y i e l d s o f Sao F r a n c i s c o r i c e g rowers were a lmost 

tw ice as l a r g e as t h e i r c o u n t e r p a r t s i n Codo, Maranhao, i n both 

1965 and 1966. T h i s s ha rp c o n t r a s t between these two p r o d u c i n g 

a rea s i n the N o r t h e a s t i l l u s t r a t e s the e f f e c t o f improved p r o d u c -

t i o n p r a c t i c e s and new t e c h n o l o g i e s on y i e l d . I t i s e v i d e n t from 

data p r e s e n t e d l a t e r i n t h i s c hap te r t h a t r i c e g rowers a l ong the 

Sao F r a n c i s c o R i v e r are much f u r t h e r advanced i n the use of modern 

f a rm ing methods than are Codo r i c e g r o w e r s . 

Bean y i e l d s i n the A1agoas -Pernambuco area ( A l - P e ) showed 

an i n c r e a s e o f a lmos t 42% from 1965 to 1966 , w h i l e I r e c e bean fa rm-

e r s had an average i n c r e a s e of on l y 6%. T h i s d i f f e r e n c e was l a r g e -

l y due to f a v o r a b l e weather c o n d i t i o n s i n the A l - P e area i n 1966. 
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A l l f a rmer s were asked how they wou ld go about i n c r e a s i n g 

t h e i r p r o d u c t i o n w i t h o u t p l a n t i n g more l a n d . The r e s u l t s are r e -

po r t ed i n Tab le 8 . 3 . Two r e spon se c a t e g o r i e s s t a n d o u t - - u s e f e r -

t i l i z e r s and d o n ' t know. The pe rcen tage r e s p o n d i n g " d o n ' t know" 

ranged from 24% f o r Sao F r a n c i s c o r i c e g rower s to 49% f o r A l - P e 

bean p r o d u c e r s . I t i s s i g n i f i c a n t t h a t such l a r g e numbers of 

f a rmer s have no i dea how to go about i m p r o v i n g y i e l d s , even i f 

they c o u l d a f f o r d i t . 

G e n e r a l l y , Sao F r a n c i s c o r i c e fa rmers agree t h a t f e r t i l i z e r s 

and m e c h a n i z a t i o n are needed to improve t h e i r y i e l d s . Codo r i c e 

f a r m e r s , on the o t he r hand, p l a ce much l e s s emphas i s on f e r t i l i -

z e r s and more on m e c h a n i z a t i o n . I r e c § bean fa rmers a l s o tend to 

s t r e s s m e c h a n i z a t i o n , e s p e c i a l l y emphas ize s p e c i a l i z a t i o n i n bean 

p r o d u c t i o n , and have l i t t l e r e g a r d f o r f e r t i l i z e r s . 

O n e - h a l f o f A l - P e bean g rowers d i d not know how to i n c r e a s e 

y i e l d s , but 32% though t f e r t i l i z e r s cou ld be used. Man ioc fa rmers 

showed a r e spon se p a t t e r n s i m i l a r to but even more exagge ra ted than 

t h a t o f A l - P e bean p r o d u c e r s , w i t h a h i gh pe r cen tage r e s p o n d i n g 

" d o n ' t know" and a 52% r e spon se f o r use o f f e r t i l i z e r . F i n a l l y , 

c o t t o n f a r m e r s 1 r e s p o n s e s were s c a t t e r e d among a l l a l t e r n a t i v e s , 

i n d i c a t i n g u n c e r t a i n t y about what might be done to improve co t t on 

y i e l d s . 

I n summary, t he se data s u g g e s t t h a t many of the fa rmers s u r -

veyed l a c k i n f o r m a t i o n on economica l ways to improve y i e l d s . Bean 

fa rmers show the l e a s t knowledge i n t h i s r e g a r d . N e v e r t h e l e s s , 

those fa rmer s who d i d re spond i n d i c a t e d a p a t t e r n which s u g g e s t s 

c e r t a i n c o n c l u s i o n s : 

1. Codo r i c e , I r e c e bean, and c o t t on fa rmer s l ean more 
toward m e c h a n i z a t i o n as a way of i m p r o v i n g y i e l d s , 
w i t h a s c a t t e r i n g o f o t h e r r e s p o n s e s . 

2. A m a j o r i t y o f Sao F r a n c i s c o r i c e , A l - P e bean, and 
manioc f a rmer s f ee l t h a t f e r t i l i z e r s c ou l d improve 
y i e l d s , w i t h m e c h a n i z a t i o n next i n impo r t ance . 

3. About o n e - t h i r d of a l l p r oduce r s d i d not know how 
to i n c r ea se y i e 1 d s . 

P roduce r P r i c e R e s p o n s i v e n e s s 

A s e r i e s of q u e s t i o n s was asked de te rm in i n g what might be the 

most l i k e l y p roduce r r e spon se to d i f f e r e n t p r i c e c o n d i t i o n s . A 

base p r i c e was determined f o r each commodity ( u s u a l l y the minimum 

p r i c e s e t f o r the government p r i c e s t a b i l i z a t i o n p rog r am) . P r odu -

ce r s were then a sked whether they would t r y to i n c r e a s e or dec rease 
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p r o d u c t i o n i f the expected market p r i c e went up o r down to a s p e -

c i f i e d l e v e l . They were a l s o a sked what they would do i f be fo re 

p l a n t i n g they were a s s u r e d of r e c e i v i n g a s p e c i f i e d p r i c e (which 

was at or s l i g h t l y below the government minimum p r i c e l e v e l o r , 

i n some c a s e s , at c u r r e n t market p r i c e s ) . The h y p o t h e s i z e d p r i c e s 

f o r each commodity are g i v en i n f o o t n o t e (a ) of Tab le 8 . 4 . 

The pe rcen tage who would re spond to an expec ted i n c r e a s e i n 

p r i c e s by p l a n t i n g more l and area to t h e i r p r i n c i p a l crop ranged 

from 48% f o r manioc fa rmer s to 84% f o r c o t t on p r oduce r s ( Tab le 8 . 4 ) . 

I n between were r i c e f a r m e r s , bean g rowers and m i l k p r o d u c e r s , i n 

t h a t o r d e r . T h i s s u p p o r t s the e x p e c t a t i o n t h a t t ho se f a rmer s w i th 

ma rg i na l or i d l e l and or w i t h l a nd i n o t h e r uses which cou l d be 

p l a n t e d to a more p r o f i t a b l e crop are the ones who would be ab le 

to p l a n t more i f p r i c e s went up. I n g e n e r a l , c o t t on f a rmer s as a 

group seem to have the most i d l e or ma r g i na l l a n d , f o l l o w e d by 

m i l k , bean, r i c e ( e xcep t i n Codo, where a d d i t i o n a l l a nd i s f r e e f o r 

the c l e a r i n g ) and f i n a l l y manioc p r o d u c e r s . 

Anothe r f a c t o r which would, a f f e c t the f a r m e r s 1 a b i l i t y to e x -

pand ac reage i s the a v a i l a b i l i t y o f l a b o r and c a p i t a l . I t i s a l -

most a c e r t a i n t y t h a t most p r oduce r s o f a l l f i v e commodit ies have 

l i m i t e d c a p i t a l r e s o u r c e s and t ha t some would have a l a b o r s h o r t a g e , 

e s p e c i a l l y d u r i n g c r i t i c a l t imes i n the g row ing s e a s o n . The l a b o r 

s i t u a t i o n w i l l be f u r t h e r examined l a t e r i n t h i s c h a p t e r . Man ioc 

fa rmer s face the most s t r i n g e n t l a b o r and c a p i t a l l i m i t a t i o n s , w i t h 

m i l k p r oduce r s p r o b a b l y h a v i n g the g r e a t e s t f l e x i b i l i t y . 

The same f a c t o r s as i d e n t i f i e d above would determine the a b i l -

i t y o f a farmer to expand ac reage i n o rde r to take advantage of a 

gua r an teed p r i c e . I n a l l c a s e s , the pe r cen tage of f a rmer s who would 

i n c r e a s e p l a n t i n g s w i t h gua ran teed p r i c e s was lower than the p e r c e n t -

age who would expand p l a n t i n g s as r e g u l a r market p r i c e s i n c r e a s e d 

(Tab le 8 . 4 ) . M i l k p r o d u c e r s , Codo r i c e p r oduce r s and co t t on p r odu -

cer s showed the h i g h e s t pe rcentage r e s p o n s e . A1agoas -Pernambuco 

bean p r oduce r s and manioc p r oduce r s e v i denced the l e a s t r e spon se to 

a g ua r an teed p r i c e . 

Farmers were then asked whether or not they would reduce the 

ac re s p l a n t e d ( o r number o f cows m i l k e d ) i f expected p r i c e s went 

down to a s p e c i f i e d l e v e l . R i ce f a rmer s and I r e c e bean p roduce r s 

appeared l e a s t w i l l i n g to reduce ac reage (Tab le 8 . 4 ) . From 30% to 

35% o f the o the r crop p r oduce r s would reduce p l a n t i n g s i f p r i c e s 

went down, wh i l e 39% o f the m i l k p r oduce r s would reduce t h e i r o u t -

put . 
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I n summary, a h i gh pe rcen tage o f the p roduce r s would i n c r e a s e 

p l a n t e d ac reage i n r e spon se to a p r i c e i n c r e a s e . Man ioc and Sao 

F r a n c i s c o r i c e p r oduce r s are l e a s t i n c l i n e d to do s o . A l l f a rmer s 

are more i n c l i n e d to expand acreage i n r e s p o n s e to h i g h e r p r i c e s 

than to reduce ac reage i n r e s pon se to lower p r i c e s . R i ce p r oduce r s 

(both a r e a s ) and I r e c e bean g rowers are l e a s t i n c l i n e d to reduce 

output i n r e spon se to lower p r i c e s . A gua r an teed p r i c e s e t at or 

s l i g h t l y below the c u r r e n t y e a r average p r i c e would i nduce more 

than o n e - t h i r d o f the fa rmers to expand o u t p u t . 

U s i n g the t h ree p r i c e r e spon se q u e s t i o n s d i s c u s s e d above, an 

i ndex was c a l c u l a t e d f o r each f a rmer . The i ndex i n c l u d e d the fa rm-

e r ' s e s t i m a t e of the change i n the number o f h e c t a r e s ( o r l i t e r s of 

m i l k ) which he expected to e f f e c t i n r e spon se to the p r i c e change. 

A h i g h e r i ndex va l ue would r e f l e c t a g r e a t e r w i l l i n g n e s s to change 

p l a n t i n g s w i th h i g h e r , l o w e r , and more s t a b l e p r i c e s . A s e r i e s of 

c h i - s q u a r e t e s t s was conducted to t e s t the n u l l h y p o t h e s i s t h a t no 

r e l a t i o n s h i p s e x i s t e d between t h i s i ndex and s e v e r a l o t h e r v a r i -

a b l e s . Tab le 8 .5 shows the r e l a t i o n s h i p s which were s i g n i f i c a n t 

at the .05 l e v e l . I t a l s o g i v e s the s imp l e c o r r e l a t i o n c o e f f i c i e n t 

when i t i s s i g n i f i c a n t at the .05 l e v e l . 

Tab le 8 . 5 R e s u l t s 
Response 
1 967. 

of C h i - S q u a r e T e s t s R e l a t i n g 
Index to S e l e c t e d V a r i a b l e s 

S u p p l y - P r i ce 
by Commodity, 

Commodi ty To ta l Farm 
S a l e s , 1966 

I n n o v a t i on 
I n d e x 3 

Moderni ty 
Index*5 

Ri ce Yes ( r = . 1 5 ) no no 

Beans Yes ( r = . 2 3 ) Yes ( r = . 1 9 ) no 

Mani oc Yes ( r = . 2 1 ) no no 

Cot ton Yes ( r = . 3 7 ) no no 

M i l k N. A. N. A. N. A. 

The i n n o v a t i o n index r e f l e c t s the number o f modern farm 
p r a c t i c e s which were be ing used by the r e s p o n d e n t . These 
p r a c t i c e s w i l l be d i s c u s s e d l a t e r i n t h i s c h a p t e r . H i ghe r 
i ndex v a l u e s i n d i c a t e t h a t the farmer i s u s i n g more modern 
p r a c t i c e s . 

bThe mode rn i t y i ndex i s made up o f a s e r i e s of a t t i t u d e 
q u e s t i o n s which were d e s i g n e d to r e f l e c t modern vs t r a d i t i o n -
al v a l u e s . These a t t i t u d e s t a tement s were d i s c u s s e d i n d i v i d -
u a l l y at the end o f the p r e v i o u s c h a p t e r . A h i g h e r i ndex 
va lue s h o u l d r e f l e c t more modern a t t i t u d e s . 



The s i z e of farm as measured by t o t a l farm s a l e s was p o s i -

t i v e l y c o r r e l a t e d w i th the s u p p l y - p r i c e r e spon se i ndex f o r a l l 4 

crop commodity g roups t e s t e d . One may, t h e r e f o r e , conc lude t h a t 

the fa rmers who r e a c t to p r i c e changes by a l t e r i n g ac reage p l a n t e d 

are a l s o more l i k e l y to have l a r g e r g r o s s i ncomes . N e i t h e r o f the 

o t h e r v a r i a b l e s i s c o n s i s t e n t l y c o r r e l a t e d w i th the s u p p l y - p r i c e 

r e spon se i ndex f o r a l l commod i t i e s . 

Labor 

In the p r e v i o u s chap te r i t was noted tha t f a m i l y s i z e f o r 

a l l g roups o f p r oduce r s i n the s t udy a ve rage s a round seven p e r s o n s . 

I n o r d e r to f i n d out how many of t ho se are o l d enough to do p r o -

d u c t i v e work , f a rmer s were asked how many i n t h e i r f a m i l i e s were 

over 12 y e a r s of age. The range was from 5.1 f o r m i l k f a rmer s 

(who a l s o had the l a r g e s t f a m i l i e s ) to 4 .1 f o r A l - P e bean fa rmer s 

(Tab le 8 . 6 ) . In most c a s e s , a l l t h o s e ove r 12 y e a r s o f age are 

a v a i l a b l e f o r at l e a s t some farm work and the m a j o r i t y have no 

o t h e r employment. The average number per f a m i l y w i t h o f f - f a r m 

employment ranged from .22 f o r Sao F r a n c i s c o r i c e fa rmer s to zero 

f o r I r e c e bean p r o d u c e r s . T h i s l e a v e s a f a i r l y l a r g e s u p p l y of 

f a m i l y l a b o r f o r farm and home needs . 

Tab le 8. .6 Average Pe r s on s i n Househo ld Over 12 
Years of Age and Pe rcentage o f Farms 
H i r i n g Labor i n 1966 , by Commodity 

Number ove r Average number o f % w i th some 
Commodi ty 12 y e a r s o f f a m i l y who worked hi red 1 abor 

age o f f the fa rm, 1966 i n 1966 

Ri ce: 
Codo 4 .2 .04 77. 8 
Sao F r a n c i s c o 4 .2 .22 89. 8 

Beans : 
I r e c e 4 . 7 0 .00 71. 0 
A l - P e 4.1 .02 81 . 0 

Man i oc 4.4 .11 61 . 0 

Cot ton 5.0 .18 76. 0 

Mi lk 5 .1 N. A. 61 . 0 

SOURCE: SUDEN E/MSU Farmer Su r vey ( 1 967 ) . 

I n a d d i t i o n , from 61 to 90% o f the p r oduce r s i n the v a r i o u s 

commodity g roups s u r v e y e d h i r e d some a d d i t i o n a l l a b o r i n 1966. I t 

8 - 1 0 



i s l i k e l y t h a t i n most c a s e s o t h e r than d a i r y i n g the h i r e d l a b o r 

i s c o n c e n t r a t e d i n a f a i r l y s h o r t p e r i o d s u c h as p l a n t i n g o r h a r -

v e s t t ime and i s , t h e r e f o r e , p a r t - t i m e r a t h e r than y e a r - r o u n d 

h e l p . T h i s e x t r a l a b o r i s f r e q u e n t l y e x change l a b o r w i t h n e i g h -

b o r s r a t h e r t han ca sh wage l a b o r . 

T o t a l Farm S a l e s 

M i l k f a r m e r s had by f a r t he l a r g e s t a v e r a g e g r o s s fa rm 

s a l e s ( N C r $ l 1 , 5 9 3 ) o f a l l the commodity g r o u p s i n 1966 ( T a b l e 

8 . 7 ) . Next came Sao F r a n c i s c o p r o d u c e r s , f o l l o w e d by I r e c e bean 

p r o d u c e r s and Codo r i c e f a r m e r s . I r e c e bean p r o d u c e r s had an 

a v e r a g e o f a l m o s t N C r $ l , 0 0 0 more t o t a l s a l e s than A l - P e a rea p r o -

d u c e r s . Man i o c and c o t t o n f a r m e r s had the l o w e s t g r o s s s a l e s . 

I n some c a s e s , l a n d o w n e r s may have i n c l u d e d s a l e s made f o r s h a r e -

c r o p p e r s . I t s h o u l d be made c l e a r t h a t t h e s e a re t o t a l farm 

s a l e s . To a r r i v e a t ne t fa rm income i t wou ld be n e c e s s a r y to 

d e t e r m i n e and s u b t r a c t p r o d u c t i o n c o s t s and to t a ke i n t o a c c o u n t 

the v a l u e o f good s p r oduced and consumed on the f a rm. 

G i v e n the t r a d i t i o n a l p r o d u c t i o n methods on most f a rms i n 

the N o r t h e a s t , o u t - o f - p o c k e t p r o d u c t i o n c o s t s a re f a i r l y low. 

M o r e o v e r , the fa rm u s u a l l y i n c l u d e s a home, w i t h a good s h a r e o f 

t he f ood needs p r o d u c e d on the f a rm. I t seems l i k e l y , t hough 

d i f f i c u l t to d e t e r m i n e w i t h c e r t a i n t y , t h a t f a r m e r s i n t h e s e sam-

p l e s a re more p r o d u c t - s p e c i a l i z e d than the a v e r a g e N o r t h e a s t e r n 

f a r m e r , and thu s must p u r c h a s e a l a r g e r s h a r e o f t h e i r f ood f rom 

ca sh i ncome. The a v e r a g e p e r c e n t a g e o f income s p e n t on f ood was 

19% f o r d a i r y f a r m e r s , 29% f o r r i c e f a r m e r s , and 6 5 - 7 5 % f o r m a n i o c , 

bean and c o t t o n f a r m e r s . For the l a t t e r t h r e e g r o u p s , g r o s s i n -

come l e f t f o r n o n - f o o d p r o d u c t i o n c o s t s and d i s c r e t i o n a r y p u r c h a s e s 

i s v e r y l i m i t e d . 

R i c e g r o w e r s i n the Sao F r a n c i s c o a r ea and man ioc f a r m e r s 

a re h i g h l y dependent on one p r o d u c t f o r t h e i r i ncomes ( T a b l e 8 . 7 ) . 

Da i r y f a r m e r s r e c e i v e 98% o f t h e i r g r o s s income f rom l i v e s t o c k and 

m i l k s a l e s . C o t t o n and bean f a r m e r s g e t more t han o n e - h a l f o f 

t h e i r income f rom p r i n c i p a l p r o d u c t s a l e s , and each a v e r a g e s more 

t h a n o n e - f o u r t h o f s a l e s f rom l i v e s t o c k . On l y Codo r i c e p r o d u c e r s 

g a r n e r a s i g n i f i c a n t s h a r e o f the g r o s s fa rm income f rom o t h e r 

p r o d u c t s a l e s , due l a r g e l y to t h e i r s a l e s o f babaou n u t s . 1 

Dunn & B r a d s t r e e t - - a n Amer i can p r i v a t e company w i t h o f f i c e s 
i n R e c i f e , B r a z i l , wh i ch m a i n t a i n s c r e d i t r a t i n g s and f i n a n c i a l 
s t a t u s o f b u s i n e s s f i r m s f o r the b e n e f i t o f i t s s u b s c r i b e r s . 
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Aga i n c h i - s q u a r e t e s t s were p repa red to t e s t f o r s i g n i f i c a n t 

r e l a t i o n s h i p s between g r o s s farm s a l e s and o t he r s e l e c t e d v a r i a b l e s 

u s i n g a .05 l e ve l o f s i g n i f i c a n c e . A s t r o n g r e l a t i o n s h i p was found 

between g r o s s s a l e s and the i n n o v a t i o n index f o r a l l commodity 

g r o u p s . The fa rmer s w i th h i g h e r s c o r e s on the i n n o v a t i o n i ndex 

tended to have h i g h e r t o t a l farm s a l e s . The r e l a t i o n s h i p between 

g r o s s s a l e s and the mode rn i t y i ndex was not found to be s i g n i f i c a n t 

at the .05 l e v e l f o r any of the commodity g r o u p s . 

O f f - F a rm Employment 

A r e l a t i v e l y sma l l pe r cen tage o f f a rmer s i n each farm s u r v e y 

group worked o f f t h e i r farms i n 1966 (Tab le 8 . 8 ) . The p r o p o r t i o n 

ranged from none f o r I r e c e bean g rower s to 16% f o r d a i r y f a r m e r s . 

D a i r y f a rmer s had the b e s t - p a y i n g , l a r g e l y f u l l - t i m e j o b s . Sao 

F r a n c i s c o r i c e fa rmers ranked n e x t , f o l l o w e d by the o t h e r s w i th 

much lower e a r n i n g s and s h o r t e r employment p e r i o d s . Some d a i r y 

f a rmer s and p o s s i b l y some bean g rowers are p r o f e s s i o n a l s , such as 

d o c t o r s and l awye r s o r bu s i ne s smen . M a n i o c , co t ton and Codo r i c e 

f a rmer s are much more l i k e l y to work s h o r t p e r i o d s f o r o the r fa rm-

e r s . These f a c t s p r o b a b l y account f o r the d i f f e r e n c e s i n median 

income earned among farmer g r o u p s . 

Tab le 8 . 8 Pe rcen tage o f Farmers w i th O f f - F a rm 
Work, Average Mon th s , and Average 
O f f - Fa rm Income, by Commodity, 1966 

Median o f f - f a r m 
% w i th Average number income f o r those 

Commodity o f f - f a r m months f o r those employed o f f - f a r m 
work employed o f f - f a r m NCr$ 

Ri ce : 
Codo 14 .8 5.0 60 
Sao F r a n c i s c o 15.0 8 .9 850 

Beans : 
I rece 0 .0 0 .0 0 
A l - P e 8 .0 6 .6 150 

Mani oc 15.0 6.4 100 

Cot ton 6 . 1 7.0 150 

M i l k 16.0 11.6 1400 



Farm C r e d i t 

C r e d i t p l a y s an i m p o r t a n t r o l e i n h e l p i n g f a rmer s improve 

p r o d u c t i v i t y and i n c r e a s e farm income by p r o v i d i n g them w i th the 

means to pu rcha se t o o l s and equipment as wel l as f e r t i l i z e r , seed 

and even food f o r the f a m i l y . Of the sample f a r m e r s , a l a r g e r 

pe r cen tage of c o t t on f a rmer s ( 6 9 . 1% ) had used c r e d i t i n 1966 , 

w i t h Codo r i c e g rowers h a v i n g the l owe s t pe r cen tage o f l o a n s ( 7 . 4 % ) 

(Tab le 8 . 9 ) . On the o t h e r hand, 63 .8% o f the Sao F r a n c i s c o a rea 

r i c e p r oduce r s had some form o f c r e d i t , w h i l e o n l y 36 .7% of manioc 

f a rmer s had a farm l o a n . F o r t y - f i v e to f i f t y - f i v e pe r cen t o f bean 

and d a i r y f a rmer s had l o a n s . 

Government banks were the most impo r t an t s o u r c e s o f farm 

c r e d i t f o r a l l commod i t i e s . C r e d i t co -ops ranked s e c o n d , f o l l o w e d 

by r e l a t i v e s o r f r i e n d s , landowners or b u y e r s , money l e n d e r s , and 

p r i v a t e banks (Tab le 8 . 9 ) . 

The average amount o f c r e d i t i n 1966 ranged from NCr$71 f o r 

Codo r i c e g rowers to NCr$6,396 f o r m i l k p r oduce r s (Tab le 8 . 9 ) . 

These a ve rage s i n c l u d e on l y t ho se who had l o an s i n 1966. M o r e o v e r , 

i t appear s t h a t a few l a r g e l o an s i n most ca se s have skewed the 

a ve r a ge s upward. 

Farmers were asked the amount o f i n t e r e s t pa i d on each l o a n . 

Average i n t e r e s t r a t e s were then computed, a l ong w i th ave rage t o t a l 

c r e d i t volume. The average i n t e r e s t r a t e s va ry from a low o f .7% 

per month to 1.6% per month. These i n t e r e s t r a t e s seem very low 

f o r B r a z i l , where i n f l a t i o n has r e c e n t l y a ve raged about 3% per 

month. These low r a t e s were no doubt i n f l u e n c e d by l o w - c o s t s u b s i -

d i z e d government c r e d i t , but even t h a t u s u a l l y r anges from 1 to 

1.5% per month. I t i s , t h e r e f o r e , p o s s i b l e tha t f a rmer s e i t h e r 

s y s t e m a t i c a l l y o v e r s t a t e d t o t a l c r e d i t vo lume, u n d e r s t a t e d i n t e r e s t 

c h a r g e s , o r bo th . 

V i r t u a l l y a l l l o an s to fa rmers i n the sample were f o r l e s s 

than 12 months . L i t t l e i n t e r m e d i a t e or l o n g - t e r m c r e d i t i s o f f e r e d 

to N o r t h e a s t e r n f a r m e r s . Mos t l o an s range from 3 to 10 month s , 

depend ing on the l e n g t h of the g row ing s ea son f o r the commodity o r 

the s h o r t - t e r m c r e d i t needs f o r f a m i l y food p u r c h a s e s d u r i n g the 

l a t t e r p a r t of the p r o d u c t i o n c y c l e . 

When fa rmer s who used c r e d i t were asked why they had not ob -

t a i n e d l a r g e r amounts , the p r i n c i p a l r e a s on s were l a ck o f a v a i l a b l e 

c r e d i t and i n a b i l i t y to repay l a r g e r l o a n s (Tab le 8 . 1 0 ) . P e r c e i v e d 

l a c k of c r e d i t a v a i l a b i l i t y seems to be p a r t i c u l a r l y impo r t an t f o r 

Sao F r a n c i s c o r i c e g rowers and both g roups o f bean g r o w e r s . 
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% o f t o t a l who d i d 
not borrow 

% of t o t a l who had 
1 oans 

Average amount of 
c r e d i t d e s i r e d at 
20% i n t e r e s t r a te 



I n a b i l i t y to repay or i n s u f f i c i e n t c o l l a t e r a l were impo r t an t 

r ea son s why c o t t o n , manioc and m i l k p r o d u c e r s c ou l d not o b t a i n 

more c r e d i t . 

Non -bo r rower s were asked to s t a t e why they had not used 

farm c r e d i t i n 1966. The r e s u l t s (Tab le 8 . 1 0 ) s u g g e s t t ha t Codo 

r i c e f a rmer s and manioc p r o d u c e r s have the most d i f f i c u l t y o b t a i n -

i n g l o a n s . T h i s i s no doubt caused by t h e i r low c a p i t a l a s s e t s 

and the r e l a t i v e u n p r o f i t a b i 1 i t y o f f a rm ing i n those two a r e a s . 

Man ioc fa rmer s a l s o showed a s t r o n g f e a r o f the r i s k i n v o l v e d i n 

a c c e p t i n g l o a n s . On the o t he r hand, d a i r y f a rmer s seemed to be 

ab le to ge t a l l the c r e d i t they needed, as e v i denced by the f a c t 

t h a t 25% had no need f o r farm l o a n s . 

F i n a l l y , a l l f a rmer s were asked how much farm c r e d i t they 

would d e s i r e i f i t were a v a i l a b l e at an i n t e r e s t r a te of 20% per 

y e a r ( t h i s i s s t i l l l e s s than the r e cen t r a t e s of i n f l a t i o n ) . 

The r a n k i n g among commodity g roups f o l l o w s the same p a t t e r n as 

average farm c a p i t a l v a l u e s and t o t a l farm s a l e s , w i t h d a i r y fa rm-

e r s wan t i n g NCr$8715 .03 and manioc g rower s r e q u e s t i n g an average 

of N C r $ l 1 6 8 . 4 6 . 

C h i - s q u a r e t a b l e s were p repared to t e s t the r e l a t i o n s h i p be-

tween the i n n o v a t i o n index s c o r e s and the amount o f money a fa rmer 

would l i k e to borrow at 20% per y e a r . A s i g n i f i c a n t r e l a t i o n s h i p 

at the .05 l e v e l was found f o r both r i c e and bean f a r m e r s , i n d i c a t -

i n g t h a t the more i n n o v a t i v e fa rmers were more l i k e l y to see a need 

f o r a d d i t i o n a l c r e d i t than the l e s s i n n o v a t i v e f a r m e r s . The r e l a -

t i o n s h i p was not s i g n i f i c a n t f o r manioc and c o t t on f a rmer s and the 

t e s t c o u l d not be per fo rmed f o r m i l k p r o d u c e r s . 

C u l t i v a t i o n P r a c t i c e s 

I n g e n e r a l , p r o d u c t i o n methods remain q u i t e s imp l e f o r the 

commodit ies c o n s i d e r e d i n t h i s r e p o r t . Few improved v a r i e t i e s have 

been deve loped . Most c u l t i v a t i n g i s done by hoe, and h a r v e s t i n g 

methods are p r i m i t i v e . S i n c e each commodity has d i f f e r e n t c h a r a c -

t e r i s t i c s , a s e p a r a t e d i s c u s s i o n i s g i v e n below f o r the f i v e . 

Ri ce - The gene r a l p r a c t i c e s f o l l o w e d i n r i c e c u l t i v a t i o n 

are d i f f e r e n t i n the two a reas s t u d i e d . I n the Sao F r a n c i s c o a r e a , 

r i c e seeds are p l a n t e d i n seed beds d u r i n g Janua ry and Feb rua r y . 

About 20 days l a t e r the r i c e s h o o t s are t r a n s p l a n t e d from seed beds 

to r i c e f i e l d s . G e n e r a l l y , about two weed ings are n e c e s s a r y to 

keep the r i c e c l e a n . About 90 days a f t e r p l a n t i n g , the r i c e i s 

ready f o r h a r v e s t i n g . R i ce i s cut and p i l e d i n t o s h o c k s ; hau l ed 



to c l e a n , d r y g r o u n d ; and s p r e a d o u t to d r y i n the s u n . Once d r y , 

the r i c e i s t h r e s h e d and winnowed u n t i l o n l y t he c l e a n s eed r e m a i n s . 

The r i c e s eed i s t hen s a c k e d f o r s a l e o r s t o r a g e . 

I n M a r a n h a o , r i c e i s p l a n t e d i n D e c e m b e r - J a n u a r y and h a r v e s t e d 

abou t 120 days l a t e r . A l s o , r i c e i s p l a n t e d d i r e c t l y i n the f i e l d 

r a t h e r than t r a n s p l a n t e d f rom seed b e d s . At h a r v e s t t i m e , the r i c e 

i s c u t , s h o c k e d and s t o r e d i n the f i e l d f o r l o n g p e r i o d s o f t ime un -

t h r e s h e d . 

I n both a r e a s , a l l o p e r a t i o n s are done m a n u a l l y , w i t h the e x -

c e p t i o n o f p l o w i n g i n the Sào F r a n c i s c o a r e a , where t r a c t o r s a re 

somet imes u s e d . M e c h a n i z a t i o n has no t come t o r i c e p r o d u c t i o n i n 

the N o r t h e a s t . 

The most common r i c e v a r i e t y g rown i n both a r e a s i s o f the 

J a p a n e s e t y p e , c a l l e d "com cru" i n the Maranhâo a r e a . The k e r n e l s 

o f t h i s t ype a re s m a l l e r ( s h o r t and p lump) and a re g e n e r a l l y r e -

g a r d e d by R e c i f e con sumer s as o f l owe r q u a l i t y t han o t h e r t y p e s . 

Howeve r , f a r m e r s i n bo th a r e a s , e s p e c i a l l y i n the Sâo F r a n c i s c o 

a r e a , a l s o p l a n t " c a n a roxa" v a r i e t y , wh i ch has l o n g , s l e n d e r k e r -

n e l s . I t i s a medium q u a l i t y r i c e . M o r e o v e r , i n h a n d l i n g the seed 

o f v a r i o u s v a r i e t i e s and t y p e s , t hey are f r e q u e n t l y mixed and d e -

g e n e r a t e d to a deg ree t h a t r e s u l t s i n low y i e l d s and low q u a l i t y 

r i c e . C o n s e q u e n t l y , the more u n i f o r m , h i g h e r q u a l i t y , more p r o d u c -

t i v e v a r i e t i e s f rom S o u t h e r n B r a z i l command h i g h e r r e t a i l p r i c e s i n 

Re c i f e . 

Beans - Bean v a r i e t i e s p l a n t e d by I r e c e f a r m e r s a re abou t the 

same as t h o s e p l a n t e d by the A l - P e p r o d u c e r s . Howeve r , A l - P e p r o -

d u c e r s t end to use s e v e r a l d i f f e r e n t v a r i e t i e s , w h i l e most I r e c e 

p r o d u c e r s most commonly use o n l y t he p o p u l a r " b a g e roxa11 v a r i e t y . 

The g r e a t e r number o f v a r i e t i e s i n use i n d i c a t e s l e s s c o n s e n s u s 

abou t what i s b e s t f o r the A l - P e a r e a . I n both a r e a s t h e r e i s a 

need f o r new and imp roved v a r i e t i e s wh i ch are h i g h l y r e s p o n s i v e to 

the use o f modern farm t e c h n o l o g i e s . Even p r e s e n t v a r i e t i e s c o u l d 

p r o b a b l y be more p r o d u c t i v e w i t h imp roved s eed s e l e c t i o n on f a r m s . 

I n a d d i t i o n , new s t r a i n s o f the p r e s e n t v a r i e t i e s m i g h t be more p r o -

d u c t i v e than what i s p r e s e n t l y a v a i l a b l e . 

The i n t e r p l a n t i n g o f comp lementa ry c r o p s l i k e beans and c o r n 

i s a d v a n t a g e o u s i f done i n a p r o p e r way , bu t can be a v e r y r e a l 

b a r r i e r to m e c h a n i z a t i o n o f bean p r o d u c t i o n i n the A l - P e a r e a . 

When c r o p s a re i n t e r p l a n t e d , i t i s q u i t e common to f i n d them com-

p l e t e l y u n o r g a n i z e d . C o n s e q u e n t l y , m e c h a n i z a t i o n i s n e a r l y i m p o s -

s i b l e and even hand l a b o r i s more d i f f i c u l t than when each c rop i s 

p l a n t e d s e p a r a t e l y i n r o w s . 



M a n i o c - The t y p e s o f man i oc p l a n t e d by p r o d u c e r s showed 

l i t t l e v a r i a t i o n among the g r o u p s s u r v e y e d . The v a r i e t y Izabel 

de Souza i s u sed by 90% o f p r o d u c e r s . Howeve r , most man ioc p r o -

d u c e r s p l a n t e d more t han one t y p e . 

M a n i o c i s a t u b e r o u s c r op g rown m a i n l y as a s t a r c h y f o o d 

p r o d u c t . The p l a n t i s c u l t i v a t e d p r i m a r i l y f o r i t s r o o t s , wh i ch 

a re p r o c e s s e d i n t o a v a r i e t y o f p r o d u c t f o r m s . The s i z e o f the 

r o o t s shows t remendous v a r i a t i o n , r a n g i n g f rom 20 cm. to a p p r o x i -

m a t e l y 1 m. i n l e n g t h . Roo t s wh i ch a r e two y e a r s o l d g e n e r a l l y 

a v e r a g e 4 to 5 k g s . , bu t may go as h i g h as 8 to 10 k g s . Man i o c 

i s p r o p a g a t e d v e g e t a t i v e l y w i t h c u t t i n g s f rom the s tems o f s i x -

m o n t h - o l d p l a n t s . These c u t t i n g s a re g e n e r a l l y p l a n t e d a t the 

b e g i n n i n g o f the r a i n y s e a s o n (Ma rch and A p r i l ) and can be h a r -

v e s t e d 18 to 20 months l a t e r . The man ioc g rows r a p i d l y u n t i l the 

d r y s e a s o n b e g i n s , t h e n r e m a i n s dormant u n t i l the b e g i n n i n g o f 

the n e x t r a i n y s e a s o n . 

The r o o t s a r e u s u a l l y h a r v e s t e d d u r i n g the s e c o n d y e a r a f t e r 

p l a n t i n g , a l t h o u g h t h e r e can be w ide v a r i a t i o n s i n t ime o f h a r v e s t . 

The r o o t c o n t a i n s most o f the f o o d v a l u e i n the p l a n t , a l t h o u g h 

c o n s i d e r a b l e p o t e n t i a l f o r l i v e s t o c k f eed e x i s t s i n the now unu sed 

s tems and l e a v e s . 

C o t t o n - The c o t t o n t r e e b e l o n g s to the " m a l v a c e a s " f a m i l y 

n a t i v e to B r a z i l , wh i ch i s w e l l a d a p t e d to the c l i m a t i c c o n d i t i o n s 

i n t he N o r t h e a s t ' s D r o u g h t P o l y g o n . T h i s t ype o f c o t t o n p l a n t , 

the ma jo r t y p e p r o d u c e d i n the s u r v e y a r e a , i s p e r e n n i a l and i s 

u s u a l l y r e p l a n t e d e v e r y f o u r to e i g h t y e a r s . P r o d u c t i v i t y i s 

g r e a t e s t i n the f i r s t f o u r y e a r s , w i t h a d r a s t i c d e c l i n e a f t e r the 

f i f t h y e a r . N e v e r t h e l e s s , most c o t t o n p r o d u c e r s have no t y e t 

r e c o g n i z e d t h i s f a c t and c o n t i n u e to l e a v e the t r e e s beyond the 

s i x t h y e a r . 

I n t e r p l a n t i n g o f o t h e r c r o p s w i t h c o t t o n i s a common p r a c -

t i c e - - 9 6 % o f the c o t t o n f a r m e r s i n the s u r v e y a r ea p l a n t c o t t o n 

t o g e t h e r w i t h some o t h e r c r o p . About 66% p l a n t bo th c o r n and 

beans i n t h e i r c o t t o n f i e l d s . The p r a c t i c e o f p l a n t i n g o t h e r 

c r o p s t o g e t h e r w i t h c o t t o n i s i n p a r t r e s p o n s i b l e f o r l owe r y i e l d s 

pe r h e c t a r e f o r c o t t o n . The f a r m e r s use i n t e r p l a n t i n g p r a c t i c e s 

f o r v a r i o u s r e a s o n s — i n s u r a n c e a g a i n s t o v e r - a l l l o s s o f f a rm i n -

come f rom l i m i t e d p l a n t e d l a n d s as a r e s u l t o f p oo r c o t t o n y i e l d s 

o r low p r i c e s , b e t t e r u t i l i z a t i o n o f c u l t i v a t e d l a n d s by t a k i n g 

a d v a n t a g e o f l a b o r i n c u l t i v a t i o n f o r more than one c rop i n the 

same a r e a , and i n c r e a s i n g t o t a l income pe r h e c t a r e c u l t i v a t e d . 



Man and hoe are by f a r the most common means o f c u l t i v a t i o n 

i n c o t t on p r o d u c t i o n . The f a m i l y s u p p l i e s the l a b o r f o r s m a l l e r 

fa rmers and l a r g e r fa rmers use a s h a r e c r o p p i n g a r rangement . 

M i l k - D a i r y farms i n the s u r v e y were most f r e q u e n t l y of the 

o w n e r - o p e r a t o r type and were not u n u s u a l l y l a r g e . The median farm 

s i z e was about 100 h e c t a r e s . No s h a r e c r o p p i n g a r rangement e x i s t s » 

but about 60% o f the fa rmers r e p o r t e d hav i ng h i r e d w o r k e r s . 

Most m i l k p r oduce r s s p e c i a l i z e in l i v e s t o c k p r o d u c t i o n - - f o r 

m i l k and meat or f o r b r eed i n g s t o c k . The most f r e q u e n t l y p l a n t e d 

crop o t h e r than g r a s s e s and cac tu s palm was c o r n , which i s a lmos t 

a lways consumed l a r g e l y on the farm or s o l d f o r l o c a l human con -

sumpt i on . None i s used i n c a t t l e r a t i o n s . 

The average number o f c a t t l e , i n c l u d i n g oxen , s t e e r s , h e i f e r s 

and m i l k cows, was 59 per farm. But the average number o f cows i n 

l a c t a t i o n d u r i n g 1966 was o n l y 16 head. Th i s low r a t i o o f m i l k 

cows to t o t a l herd i s due to s h o r t l a c t a t i o n p e r i o d s , a v e r a g i n g 

on l y s i x months , and to the l a r g e number of d r a f t , meat, and b reed -

i n g an ima l s p roduced . The dominant m i l k i n g breed on farms i n the 

sample was H o l s t e i n , a l t h o u g h on l y 13% of the farms had pu reb red 

H o l s t e i n s . Anothe r 26% had herds d e s c r i b e d as " p r i m a r i l y H o l s t e i n " 

and 48% had "mixed or h a l f - b l o o d " a n i m a l s . 

Du r i ng the wet s ea son the b a s i c feed f o r d a i r y c a t t l e i s 

n a t u r a l g r a s s and p l a n t e d p a s t u r e . As noted e a r l i e r , the average 

number of h e c t a r e s o f p l a n t e d p a s t u r e on d a i r y farms i n c r e a s e d from 

2 . 5 to 6 . 5 between 1965 and 1967. Mo reove r , 28% o f the fa rmer s 

p l a n t e d p a s t u r e f o r the f i r s t time d u r i n g t h a t p e r i o d . Th i s s u g -

g e s t s a g row ing r e c o g n i t i o n o f the b e n e f i t s to be d e r i v e d from im-

proved p a s t u r e s . Du r i ng the dry s e a s o n , cac tu s pa lm, which i s 

produced by a l l f a rmer s i n the samp le , i s the b a s i c feed. I t i s 

supp lemented by c o t t o n s e e d meal or cake. In 1966 an average of 

3 .6 k i l o s o f c o t t o n s e e d meal was fed per l a c t a t i n g cow. 

Hand m i l k i n g i s u s u a l l y done on l y once a day , w i th the c a l f 

be i ng p e r m i t t e d to run f r e e l y w i th the cow t h r o u g h o u t the day. At 

m i l k i n g t ime the c a l f i s t i e d to the neck of the cow to keep him 

near the cow i n o r de r to s t i m u l a t e l a c t a t i o n and to keep him out 

o f the m i l k e r ' s way. The c a l v e s are u s u a l l y kept w i t h the cow f o r 

f o u r to e i g h t months. 

Use o f Modern Farm I n p u t s 

I t has been argued t h a t the use o f improved f a rm ing methods 

and new t e c h n o l o g i e s i s a n e c e s s a r y r e q u i s i t e to s u s t a i n e d economic 



growth i n most r u r a l a r e a s . The f o r e g o i n g d e s c r i p t i o n o f c u l t u r a l 

p r a c t i c e s has g i v e n the r eade r an i n d i c a t i o n o f the p r i m i t i v e l e v e l 

o f p r o d u c t i o n methods f o r the f i v e commodit ies under s t u d y . Tab le 

8 .11 shows the pe r cen tage of f a rmer s i n each s u r v e y area who were 

u s i n g s e l e c t e d i n p u t s . The most w i d e l y used p r o d u c t i o n i n n o v a t i o n s 

among a l l g roups are improved seeds and i n s e c t i c i d e s . The h i gh 

r e spon se on improved s e e d s , however, i s p r o b a b l y due to the word ing 

of the q u e s t i o n , which led most fa rmers to r e p l y a f f i r m a t i v e l y even 

i f they were do ing n o t h i n g more than s e l e c t i n g the b i g g e s t and be s t 

l o o k i n g seeds from t h e i r own p r o d u c t i o n f o r p l a n t i n g . Had the que s -

t i o n s p e c i f i e d use o f s p e c i a l improved v a r i e t i e s , s t r a i n s , or hy -

b r i d s , the r e spon se would have been much l o w e r , s i n c e the s u p p l y of 

such improved seeds t ha t have been deve loped f o r the N o r t h e a s t i s 

ve r y l i m i t e d . 

I t i s no tewor thy t h a t chemica l f e r t i l i z e r s are not used by 

most fa rmers i n the a reas s u r v e y e d . Only r i c e farmers i n the Sao 

F r a n c i s c o area i n d i c a t e d some use o f chemical f e r t i l i z e r s ( 11 .8% 

o f the fa rmers i n t e r v i e w e d ) . 

The t h ree columns showing the pe rcentage o f fa rmers owning 

ox and p l o w s , hand p l a n t e r s and t r a c t o r s i n d i c a t e the p r i n c i p a l 

s o u r c e of power f o r c u l t i v a t i o n i n the a reas s t u d i e d . Codo r i c e 

fa rmers appear to use human l a b o r e x c l u s i v e l y , wh i l e the m a j o r i t y 

o f Sao F r a n c i s c o area r i c e g rowers use t r a c t o r s ( 5 1 . 2% ) or ox and 

plow ( 2 3 . 6 % ) . I r e c e bean fa rmer s show more w ide sp read use of t r a c -

t o r s than any o t h e r g roup ( 6 5 . 3 % ) , w h i l e A l - P e area bean p roduce r s 

use ox and plow a lmos t e x c l u s i v e l y ( 9 4 . 5 % ) . Man ioc and co t ton 

fa rmers most f r e q u e n t l y use human l a b o r , a l t hough both use ox and 

plow to some e x t e n t (man ioc , 8 . 7% ; c o t t o n , 3 4 . 5 % ) . 

I n d i c a t i o n s are t h a t , i n s p i t e o f the f a c t t h a t m i l k p r odu -

ce r s are the be s t c a p i t a l i z e d and most p r o s p e r o u s of the f i v e fa rm-

er g r o u p s , t h e i r p r o d u c t i o n methods remain q u i t e t r a d i t i o n a l (Tab le 

8 . 1 1 ) . Only about 39% m i l k t h e i r cows more than once a day. T h i s 

low pe r cen tage i s no doubt r e l a t e d to the f a c t t ha t on l y 1.6% have 

r e f r i g e r a t e d s t o r a g e to ho l d the m i l k u n t i l i t can be p i c ked up by 

a b u y e r . Whi le v a c c i n a t i o n a g a i n s t d i s e a s e s i s q u i t e common, o n l y 

18.3% used the p r a c t i c e o f wash ing the cow ' s udder be fo re m i l k i n g . 

E a r l i e r , an i n n o v a t i o n i ndex was d e s c r i b e d which r e f l e c t s the 

number o f the above i n n o v a t i o n s adopted by a p a r t i c u l a r f a rmer . 

The r eade r w i l l r e c a l l t h a t c h i - s q u a r e t e s t s of s i g n i f i c a n c e showed 

a r e l a t i o n s h i p at the .05 l e v e l between t ha t i ndex and t o t a l farm 

s a l e s . I n a d d i t i o n , f o r both r i c e and bean f a r m e r s , i n n o v a t i v e n e s s 

8 - 2 1 
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was found to be s i g n i f i c a n t l y r e l a t e d to a combined l i t e r a c y -

educa t i on i n d e x , i n d i c a t i n g tha t the more i n n o v a t i v e r i c e and 

bean farmers are the be t te r educated and those who a l s o have 

g r e a t e r exposure to newspapers , magaz i ne s , r ad i o and t e l e v i s i o n . 

The absence of such s i g n i f i c a n t r e l a t i o n s h i p s f o r manioc and 

cot ton farmers r e i n f o r c e s e a r l i e r o b s e r v a t i o n s tha t those farmers 

are un i f o rm l y t r a d i t i o n a l i n t h e i r a t t i t u d e s and a c t i o n s and tha t 

on l y random r e l a t i o n s h i p s e x i s t between modern i npu t use and such 

t h i n g s as educa t i on and mass media exposu re . 

Input A v a i l a b i l i t y 

Farmers must have i npu t s a v a i l a b l e f o r purchase or r en ta l 

i n nearby towns before they can beg in to use them on a wide 

s c a l e . Table 8.12 g i v e s the percentage of farmers i n each com-

modity group who i n d i c a t e d tha t chemical f e r t i l i z e r s , i n s e c t i -

c i de s and r en t a l t r a c t o r s were a v a i l a b l e i n t h e i r own municipios. 

Chemical f e r t i l i z e r s are g e n e r a l l y not a v a i l a b l e i n the areas 

where these samples were t a ken , but most farmers b e l i e v e d tha t 

i n s e c t i c i d e s cou ld be purchased i n t h e i r municipios. The p e r -

centage who b e l i e v e d that r en ta l t r a c t o r s were a v a i l a b l e i n t h e i r 

municipios was s u r p r i s i n g l y h i g h . 

Table 8.12 Percentage of Farmers Who Be l i e ved They 
Could Purchase S e l e c t ed Farm I npu t s i n the 
Municipios Where They L i v e , by Commodity, 
1967 

Commodi ty 
Chemi cal 

f e r t i 1 i zer I n s e c t i c i des 
Rented 
t r a c t o r 

a v a i l a b l e 

Ri ce: 
Codo 
Sao F r a n c i s c o 

3.7 
8.0 

77 
50 

.8 

.4 
7.4 

43.3 
Beans: 

I rece 
A l - Pe 

8.2 
11.7 

93 
69 

.9 

.5 
98.0 
28.9 

Manioc 4 .7 42 .7 14.7 
Cotton 2.4 87 .9 15.8 

SOURCE: SUDENE/MSU Farmer Survey ( 1 9 6 7 ) . 

I t was h ypo the s i z ed tha t the use of modern farm i n p u t s would 

be g r e a t e r f o r those farmers who l i v e d i n municipios where such 
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i n p u t s c o u l d be p u r c h a s e d o r r e n t e d . I f one compares the p e r c e n t -

age o f a d o p t i o n f o r chem ica l f e r t i l i z e r s , i n s e c t i c i d e s and t r a c t o r s 

i n T a b l e 8 . 1 1 w i t h the p e r c e n t a g e o f f a r m e r s who f e l t t h o s e i n p u t s 

were a v a i l a b l e i n t h e i r municipios, i t i s c l e a r t h a t the two are 

r e l a t e d ; i . e . , f a r m e r s who can p u r c h a s e fa rm i n p u t s nea r t h e i r f a rms 

seem more l i k e l y to be u s i n g them. T h i s s h o u l d n o t , h oweve r , be 

i n t e r p r e t e d to mean t h a t j u s t becau se a p a r t i c u l a r fa rm i n p u t i s 

a v a i l a b l e i n a g i v e n a r e a , i t w i l l be r a p i d l y a d o p t e d . The p r o c e s s 

i s much more c o m p l e x , i n v o l v i n g r e l a t i v e p r i c e s between the i n p u t 

and farm p r o d u c t s , the l e v e l o f i n f o r m a t i o n and knowledge abou t the 

i n p u t a v a i l a b l e to f a r m e r s , the deg ree o f c o m p l e m e n t a r i t y between 

t h i s and o t h e r fa rm i n p u t s , the a v a i l a b i l i t y o f c r e d i t to f i n a n c e 

the i n p u t p u r c h a s e , and the s t a b i l i t y o f the f a r m e r ' s p r i m a r y p r o d -

u c t m a r k e t . A l l t h e s e and many more f a c t o r s w i l l i n f l u e n c e the 

deg ree to wh i ch modern fa rm p r a c t i c e s are a d o p t e d . 

A t t i t u d e Toward Chemica l F e r t i l i z e r 

S i n c e chem ica l f e r t i l i z e r s have been shown to be an i m p o r t a n t 

way o f d r a m a t i c a l l y i m p r o v i n g p r o d u c t y i e l d s i n o t h e r p a r t s o f the 

w o r l d , f a r m e r s i n the s u r v e y were a s ked a s e r i e s o f q u e s t i o n s on 

f e r t i l i z e r u s e . I t was f ound t h a t i n most a r e a s a l a r g e p e r c e n t a g e 

o f f a r m e r s were no t even f a m i l i a r w i t h chemi ca l , f e r t i 1 i z e r s ( T a b l e 

8 . 1 3 ) . On l y 18 .5% o f the Codo r i c e f a r m e r s and 2 9 . 1 % o f the c o t t o n 

f a r m e r s knew abou t chem i ca l f e r t i l i z e r s . The m a j o r i t y o f f a r m e r s 

i n o t h e r a r e a s knew abou t the i n p u t , w i t h 88 .2% o f the Sao F r a n c i s c o 

a r ea r i c e f a r m e r s and a s u r p r i s i n g 6 8 . 7% o f man ioc f a r m e r s r e s p o n d -

i n g p o s i t i v e l y . 

Those f a r m e r s who knew abou t chemica l f e r t i l i z e r s were a s ked 

to ag ree o r d i s a g r e e w i t h a s e r i e s o f s t a t e m e n t s . Th ree g e n e r a l 

c o n c l u s i o n s can be drawn from t h o s e r e s u l t s . F i r s t , i t a p p e a r s 

t h a t some f a r m e r s b e l i e v e t h a t u s i n g c hem i ca l f e r t i l i z e r s i s d i f f i -

c u l t and r e q u i r e s more know-how and s k i l l than they c u r r e n t l y p o s -

s e s s . S e c o n d , the e v i d e n c e s u g g e s t s t h a t a good many f a r m e r s who 

know about f e r t i l i z e r s do n o t b e l i e v e t h a t t h e i r use wou ld be p r o -

f i t a b l e at c u r r e n t p r i c e s and on t h e i r l a n d . F i n a l l y , the a v a i l a -

b i l i t y o f c r e d i t and the f e e l i n g t h a t n e i g h b o r s wou ld t h i n k they 

a re f o o l i s h , appea r to l i m i t the use o f f e r t i l i z e r f o r most commod-

i t i e s . 

W h i l e t a b u l a t i o n s are not a v a i l a b l e to de te rm ine the deg ree 

o f o v e r l a p i n f a r m e r ag reement w i t h the t h r e e c a t e g o r i e s m e n t i o n e d 

above , i t i s c l e a r t h a t a good b i t e x i s t s . Tha t i s , many f a r m e r s 

a g r e e d t h a t f e r t i l i z e r s were d i f f i c u l t to u s e , were n o t p r o f i t a b l e 
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on t h e i r l and at c u r r e n t p r i c e s , and y e t at the same time s a i d 

they would use f e r t i l i z e r i f more c r e d i t were a v a i l a b l e . T h i s 

i n c o n s i s t e n c y can p r o b a b l y be t r a c e d to two t h i n g s : pure r e s -

pondent b i a s ( i . e . , a tendency to agree w i th e v e r y t h i n g ) and a 

l a c k of u n d e r s t a n d i n g about the economic r e l a t i o n s h i p s i m p l i e d 

i n these s t a t e m e n t s . I t must be remembered t h a t the se are p o o r l y 

educated fa rmers whose u n d e r s t a n d i n g o f the i n t e r r e l a t i o n s h i p s 

o f f a c t o r s a f f e c t i n g p r o f i t are n e c e s s a r i l y l i m i t e d . I t i s s i g -

n i f i c a n t , however, t h a t most seem concerned about f e r t i l i z e r 

p r i c e s and the a v a i l a b i l i t y o f c r e d i t . 

D i s t r i b u t i o n of Pu r cha sed Farm I n p u t s 

An i m p o r t a n t q u e s t i o n f o r the a g r i c u l t u r a l s e c t o r i s the 

e x t e n t to which i n d u s t r y has l a g g e d i n the development and d i s -

t r i b u t i o n o f modern a g r i c u l t u r a l i n p u t s . The f o l l o w i n g s e c t i o n 

c o n s i d e r s some of the prob lems a s s o c i a t e d w i th the r u r a l d i s t r i -

b u t i o n o f these i n p u t s . The pu r cha sed i n p u t s s e l e c t e d f o r empha-

s i s i n t h i s phase o f the s t u d y were tho se which are b e l i e v e d to 

have the g r e a t e s t p o t e n t i a l f o r i n c r e a s i n g farm p r o d u c t i v i t y . 

T h i s i n c l u d e d f e r t i l i z e r s , i n s e c t i c i d e s , improved seeds and farm 

mach i ne r y . The main i n t e r e s t o f t h i s s u r v e y was to determine the 

a c t u a l a v a i l a b i l i t y of the se i n p u t s to p r oduce r s i n the area where 

they l i v e . Because o f the l a c k of t r a n s p o r t a t i o n i n t he se a r e a s , 

most p r oduce r s are unab le to go to the l a r g e urban t r a d i n g c e n t e r s 

to buy t he se i t e m s . T h e r e f o r e , these i n p u t s must be made a v a i l a b l e 

i n l o c a l t r a d i n g c e n t e r s where the f a rmer s go to do t h e i r buy i n g 

and s e l l i n g . 

The r u r a l a rea s i n which i n p u t d i s t r i b u t e r s were s u r v e y e d 

were the same a rea s i n wh ich farm i n t e r v i e w i n g was done f o r the 

f i v e b a s i c commodit ies s t u d i e d . A l i s t o f i n p u t d i s t r i b u t o r s i n 

these a rea s was comp i led i n two ways . F i r s t , a l i s t o f f i r m s s e l l -

i n g t he se i n p u t s was comp i led from those r e g i s t e r e d w i th Dunn & 

B r a d s t r e e t as o f 1966. S e c o n d l y , a l i s t o f f i r m s i n each area was 

comp i l ed i n the f i e l d to supp lement the Dunn & B r a d s t r e e t l i s t . 

I n p u t d i s t r i b u t o r s were then s y s t e m a t i c a l l y s e l e c t e d f o r i n t e r v i e w -

i n g by g i v i n g p r e f e r e n c e to those who s o l d the i n p u t s ment ioned 

e a r l i e r . A t o t a l o f 30 i n t e r v i e w s was completed. 

Types o f I n p u t D i s t r i b u t o r s 

I n most c a s e s , one o f the owners o r a manager was i n t e r v i e w e d . 

I n 63% o f the f i r m s t he re was more than one owner. Most o f the 



f i r m s were f am i l y - owned s t o r e s . S i x t y - t h r e e pe r cen t o f the f i r m s 

were hardware s t o r e s and 26% were government-owned s t o r e s . The 

rema in i ng f i r m s were c o o p e r a t i v e s (7%) and o t h e r s ( 4 % ) . 

I n p u t s S o l d 

The a v a i l a b i l i t y of modern farm i n p u t s was determined by a 

s e r i e s o f q u e s t i o n s on i tems be ing s o l d (Tab le 8 . 1 4 ) . 

Tab le 8 .14 Pe rcen tage 
Farm I n p u t 

o f D i s t r i b u t i o n 
Items i n A reas 

F i rms S e l l i n g S e l e c t e d 
S t u d i e d , 1967 

I n p u t Item % S e l l i n g 

Chemical f e r t i l i z e r s 0 

Crop h a r v e s t i n g machines 4 

T r a c t o r s a l e 7 

T r a c t o r r e n t a l 15 

S e l e c t e d seed 18 

Sea l e 18 

Plow 30 

Machine p a r t s 33 

Barbwi re 41 

Fungi c i des 44 

Machine s p r a y e r 48 

Hand p l a n t e r 52 

I n s e c t i c i des 78 

SOURCE: SUDENE/MSU I n p u t Su r vey ( 1 9 6 7 ) . 

Not one o f the f i r m s i n t e r v i e w e d s o l d chemical f e r t i l i z e r s . 

S e v e n t y - e i g h t pe r cen t s o l d i n s e c t i c i d e s and 44% s o l d f u n g i c i d e s . 

On ly 18% of the f i r m s s o l d improved v a r i e t i e s of s e e d s . T r a c t o r s 

were r en ted by 15% o f the f i r m s and s o l d by 7%. A more d e t a i l e d 

a n a l y s i s o f t r a c t o r r e n t a l and s a l e s r e v e a l s t h a t a v a i l a b i l i t y i s 

c o n c e n t r a t e d i n the Sao F r a n c i s c o r i c e and I r e c ê bean a reas and 

t h a t t r a c t o r s are not a v a i l a b l e i n the r ema in i ng a r e a s . The reade r 

w i l l r e c a l l t h a t these were the two a reas i n which about 50% o f 

the fa rmers used t r a c t o r s . Hence, a v a i l a b i l i t y o f a l l but a few 

modern farm i n p u t s i s ve ry l i m i t e d i n these a r e a s . 



I n a d d i t i o n to l a c k o f a v a i l a b i l i t y o f fa rm i n p u t s , a n o t h e r 

ma jo r b a r r i e r i s l a c k o f mach ine p a r t s and r e p a i r f a c i l i t i e s . 

On l y 33% o f the f i r m s i n t e r v i e w e d h a n d l e d the s p a r e p a r t s f o r the 

mach ine s they s e l l . Sma l l hand t o o l s s uch as a x e s , s c y t h e s , e t c . , 

are e a s i l y a v a i l a b l e i n t h e s e s t o r e s and were a l s o f ound to be 

a v a i l a b l e i n the f e i r a s . 

S u p p l y S o u r c e s 

The majo r s u p p l y s o u r c e s o f the f i r m s wh i ch h a n d l e d i n s e c t i -

c i d e s and f u n g i c i d e s were R e c i f e ( 4 2% ) and Sao P a u l o ( 2 1 % ) . The 

r e m a i n d e r came f rom o t h e r t owns . Mo s t o f the f i r m s ( 52% ) p u r c h a s e d 

d i r e c t l y f rom the f a c t o r y . O the r common s u p p l i e r s were w h o l e s a l e r s 

i n R e c i f e o r s a l e s m e n f rom o t h e r c i t i e s . M o s t o f the i n t e r v i e w e d 

f i r m s a g r e e d t h a t they d i d n ' t have any r e a l b u y i n g p r o b l e m , a l -

t h o u g h a few s a i d t h a t i n s e c t i c i d e s were somet imes no t a v a i l a b l e 

f rom the s u p p l i e r s when t hey wanted them. 

On ly 10% o f the i n t e r v i e w e d f i r m s have u sed any k i n d o f mass 

media a d v e r t i s i n g , y e t t hey a g r ee t h a t l a c k o f f a r m e r s ' knowledge 

i s t h e i r ma jo r s e l l i n g p r o b l e m . A n o t h e r s e r i o u s p r ob l em i s l a c k 

o f f a r m e r s ' b u y i n g power. 

The d i s t r i b u t i o n channe l f o r f i r m s h a n d l i n g p lows and t r a c -

t o r s was s l i g h t l y d i f f e r e n t . The two f i r m s wh i ch s o l d t r a c t o r s 

s a i d they p u r c h a s e d the t r a c t o r s i n Sao P a u l o d i r e c t l y f rom the 

f a c t o r y . Both f i r m s a g r e e d t h a t t h e r e were no r e a l b u y i n g p r ob l ems 

f o r them. 

One o f the f i r m s had used the r a d i o as a means o f a d v e r t i s i n g . 

Both f i r m s a g r e e d t h a t t h e i r ma jo r s e l l i n g p rob lem was l a c k o f f a r m e r 

p u r c h a s i n g power. 

The f i r m s s e l l i n g p l ows bough t f rom Sao P a u l o ( 5 7 % ) , R i o de 

J a n e i r o ( 92% ) and o t h e r s ( 1 4 % ) . The o t h e r c a t e g o r y i n c l u d e s an 

i n t e r i o r town i n the N o r t h e a s t , G a r a n h u n s , i n wh i ch p lows are manu-

f a c t u r e d . I n a l l c a s e s , the f i r m s p u r c h a s e d d i r e c t l y f rom the f a c -

t o r y . T h e i r ma jo r b u y i n g p r o b l e m was l a c k o f l o c a l s a l e s m e n w i t h 

whom they c o u l d make r e g u l a r c o n t a c t . F o u r t e e n p e r c e n t o f t h e s e 

f i r m s had u sed the newspaper o r r a d i o as means o f a d v e r t i s i n g t h e i r 

p r o d u c t s . Two s e l l i n g p r ob l ems were the most i m p o r t a n t f o r t h e s e 

f i r m s . The f i r s t i s t h a t the p r o d u c e r s do no t know abou t what they 

are s e l l i n g and the s e c o n d i s t h a t p r o d u c e r s l a c k the p u r c h a s i n g 

power needed to buy . 



T r a n s a c t i o n S i z e 

T r a n s a c t i o n s i z e s are ve ry smal l f o r both i n s e c t i c i d e s and 

f u n g i c i d e s . In the case of i n s e c t i c i d e s , the average s i z e of 

s a l e s was about 7 l i t e r s or 11 k i l o s o f m a t e r i a l . F u n g i c i d e s are 

bought on a much s m a l l e r s c a l e . The average s i z e of s a l e was 

1 l i t e r or 3 k i l o s o f f u n g i c i d e s . T r a c t o r s and plows were both 

bought and s o l d i n i n d i v i d u a l u n i t s because of t h e i r va l ue per 

u n i t . 

M a r k e t i n g M a r g i n s 

R e t a i l g r o s s ma rg i n s f o r i n s e c t i c i d e s were 45% and f o r f u n -

g i c i d e s 40%. On t r a c t o r s and p l o w s , the f i r m s showed a g r o s s 

marg in of 25% and 26%, r e s p e c t i v e l y . 

T r a c t o r s are the most e x p e n s i v e i n p u t i terns on the l i s t o f 

i tems p r i c e d (Tab le 8 . 1 5 ) . 

Table 8 .15 S e l l i n g P r i c e o f S e l e c t e d Farm I npu t s 
by F i rms i n Areas S t u d i e d , 1967 

I npu t Item P r i c e i n NCr$ 

Valmet t r a c t o r 

Massey Fe rguson 50-X 

P a r a g u a s s u P low 3 

Sans P low 3 

Gezero l 33 ( i n s e c t i c i d e ) 

S h e l l i n s e c t i c i d e 

Co t ton seed 

Bean seed 

Corn seed 

Co t ton seed meal 

1 3 , 400 . 00 

14 , 070 . 00 

85.00 

90 .00 

1 . 1 8 / k i l o 

1 . 5 1 / k i l o 

0 . 2 0 / k i l o 

0 . 5 0 / k i l o 

0 . 4 0 / k i 1 o 

0 . 1 4 / k i l o 

aThe plows are a one-moldboard w a l k i n g plow p u l l e d by a 
team o f oxen. 

SOURCE: SUDENE/MSU I npu t Su rvey (1 9 6 7 ) . 

I n c r e a s e d c o m p e t i t i o n and h i g h e r volumes on i n s e c t i c i d e s a l e s 

c ou l d p r obab l y reduce the g r o s s marg in s and t h e r e f o r e p r i c e s to 

f a r m e r s . S e l e c t e d seed p r i c e s appear to be about 40% h i g h e r than 

commodity p r i c e s , but there i s no way o f knowing how good such 



s e l e c t e d s e e d s r e a l l y a r e . I t was n o t e d e a r l i e r t h a t few h i g h l y 

i m p r o v e d v a r i e t i e s have been d e v e l o p e d f o r w i d e s p r e a d d i s t r i b u t i o n . 

F e r t i l i z e r p r i c e s are h i g h i n r e l a t i o n to fa rm p r o d u c t p r i c e s . 

T ab l e 8 . 1 6 shows the k i l o s o f r i c e needed to buy 1 k i l o o f f e r t i l i -

z e r . Compared to most o t h e r c o u n t r i e s , the r a t i o f o r N o r t h e a s t 

B r a z i l i s u n f a v o r a b l e . S i n c e the s e l l i n g p r i c e i n R e c i f e was u s e d , 

the c o s t o f t r a n s p o r t a t i o n to r u r a l a r e a s wou l d make the fa rm p r i c e 

h i g h e r o r a minimum o f 3 k i l o s o f r i c e to buy 1 k i l o o f t h i s f e r t i -

l i z e r . T h u s , i t i s e v i d e n t t h a t terms o f t r a d e make i t d i f f i c u l t 

f o r f a r m e r s to adopt f e r t i l i z e r i n N o r t h e a s t B r a z i l . Lower p r i c e d 

f e r t i l i z e r , b r o u g h t abou t t h r o u g h expanded l o c a l p r o d u c t i o n and r e -

duced d i s t r i b u t i o n c o s t , wou ld l i k e l y s t i m u l a t e f e r t i l i z e r use by 

f a r m e r s . 

T a b l e 8 . 1 6 K i l o s o f R i c e R e q u i r e d to P u r c h a s e 1 K i l o o f 
F e r t i l i z e r ( S u p e r P h o s p h a t e More Than 25% P2O5) 

C o u n t r y K i l o s o f R i c e 

Pak i s t an 

Japan 

U . S . A . 

I ndi a 

N o r t h e a s t B r a z i l 3 

0 . 8 9 

1 .00 

1 .02 

3 . 1 9 

2 . 1 1 

a SUDENE/MSU I n p u t S u r v e y ( 1 9 6 7 ) . 

SOURCE: M o s h e r , A . T . , Getting Agriculture Moving (New Y o r k : 
F r e d e r i c A. P r a e g e r , 1 9 6 6 ) , p. 105 . 

I n summary, i n f o r m a t i o n f rom the i n p u t d i s t r i b u t i o n s u r v e y 

shows a s t r o n g c o r r e l a t i o n w i t h t he p r e v i o u s da t a on farm use and 

p e r c e i v e d a v a i l a b i l i t y o f s e l e c t e d p u r c h a s e d i n p u t s . F e r t i l i z e r s 
a r e a v a i l a b l e f o r s a l e i n the a r e a s c o v e r e d by t h i s s t u d y . 

The e a r l i e r d i s c u s s i o n o f f a r m e r s ' r e a s o n s f o r not u s i n g f e r t i l i -

z e r s s u g g e s t s t h a t the i n p u t i s not d i s t r i b u t e d i n t h e s e a r e a s 

p a r t l y becau se f a r m e r s do no t know abou t them o r f e e l they wou ld 

be u n p r o f i t a b l e a t c u r r e n t p r i c e r a t i o s . T h i s seems to be a b a s i c 

f a c t o r f o r l a c k o f a l l the modern i n p u t s c o n s i d e r e d . 

I t seems l i k e l y t h a t i m p r o v e d s e e d s a re no t d i s t r i b u t e d i n 

r u r a l a r e a s t h r o u g h l o c a l r e t a i l e r s p r i m a r i l y becau se o f u n a v a i l -

a b i l i t y o f s u p p l y and l a c k o f c o n c e n t r a t e d w o r k , u n t i l v e r y r e c e n t l y , 



on deve l opment o f v a r i e t i e s t h a t a re s i g n i f i c a n t l y b e t t e r t h a n 

n a t i v e s t o c k s . I t s h o u l d be p o i n t e d ou t t h a t SUDENE, i n c o o p e r a -

t i o n w i t h v a r i o u s s t a t e and n a t i o n a l a g e n c i e s , has r e c e n t l y s u p -

p o r t e d a p rog ram o f expanded p r o d u c t i o n o f c o r n , beans and c o t t o n 

s eed f o r d i s t r i b u t i o n d i r e c t to c o o p e r a t i n g f a r m e r s ( n o t t h r o u g h 

r e g u l a r r e t a i l c h a n n e l s ) . Those 18% o f the f i r m s wh i ch do s e l l 

i m p r o v e d s e e d s t y p i c a l l y h a n d l e s e e d s s e l e c t e d f rom n a t i v e v a r i e -

t i e s r a t h e r than w e l l - d e v e l o p e d and h i g h l y p r o d u c t i v e new s t r a i n s 

o r v a r i e t i e s . 

T r a c t o r s and equ ipment were a v a i l a b l e p r i m a r i l y i n the I r e c e 

a rea and i n the Sao F r a n c i s c o r i c e p r o d u c i n g r e g i o n and a t h i g h 

p r i c e s r e l a t i v e to g r o s s fa rm i ncomes f o r the N o r t h e a s t . 

I n s e c t i c i d e s and f u n g i c i d e s are the o n l y g r o u p o f fa rm i n -

p u t s w h i c h a re r e a d i l y a v a i l a b l e i n r u r a l a r e a s , o t h e r than t r a d i -

t i o n a l hand t o o l s and ha rdware i t e m s . A l l c l a s s e s o f i n p u t d i s -

t r i b u t o r s m e n t i o n e d l a c k o f f a r m e r know ledge and p u r c h a s i n g power 

as the most i m p o r t a n t f a c t o r s l i m i t i n g s a l e s . 

Food and Non -Food D i s t r i b u t i o n and Con sumpt i on 

I m p o r t a n c e o f R u r a l Feiras 

The most i m p o r t a n t ma r ke t o u t l e t i n the r u r a l a r e a s o f N o r t h -

e a s t B r a z i l i s the f e i r a . The f e i r a s a re composed o f l a r g e numbers 

o f s m a l l o p e r a t o r s who s e l l t h e i r wa re s f rom s m a l l p o r t a b l e s t a l l s . 

The f e i r a s a re o p e r a t e d on a w e e k l y b a s i s and g e n e r a l l y l a s t f o r 

one to two d a y s . A t t h i s w e e k l y f e i r a , f a r m e r s w i l l s e l l much o f 

t h e i r p r o d u c t i o n and buy mos t o f t h e i r f o o d and n o n - f o o d i t e m s . 

The i m p o r t a n c e o f the f e i r a as a d i s t r i b u t o r o f c o n s u m p t i o n good s 

i n r u r a l a r e a s s h o u l d n o t be u n d e r e s t i m a t e d . The wide v a r i e t y o f 

goods s o l d i n r u r a l f e i r a s i n c l u d e s c e r e a l s , t u b e r o u s p r o d u c t s , 

v e g e t a b l e s , f r u i t s , meat , f i s h , h a r d w a r e , c l o t h e s , home f u r n i s h i n g s , 

k i t c h e n u t e n s i l s , canned f o o d s , j e w e l r y , m e d i c i n e s and s u n d r y i t e m s . 

F r equency and Method o f T r a v e l to L o ca l Feiras 

T a b l e 8 . 1 7 p r e s e n t s the l o c a t i o n o f f e i r a s u sed by p r o d u c e r s 

o f s e l e c t e d c o m m o d i t i e s . 

M o s t p r o d u c e r s r e g u l a r l y a t t e n d e d the f e i r a s i n t he munici-

pios where they l i v e d and showed l i t t l e g e o g r a p h i c m o b i l i t y i n t h e i r 

b u y i n g h a b i t s ( T a b l e 8 . 1 8 ) . L e s s than 20% buy o u t s i d e o f the muni-

oipios i n wh i ch t hey l i v e . I n a d d i t i o n , a h i g h p e r c e n t a g e o f f a r m -

e r s f r e q u e n t t h o s e f e i r a s abou t once a week. 



a Mi 1 k e x c l u d e d . 

SOURCE: SUDENE/MSU Farm S u r v e y ( 1 9 6 7 ) . 

T a b l e 8 . 17 Geograph 
by P r o d i 

i c D i s t 
jeer s o f 

r i b u t i or 
Commodi 

1 o f Feir 
t i e s S t u 

a A t t e n d a r 
d i e d , 196/ 

ice 
' ( % ) 

Produc :er Group 

L o c a l e 

Ri ce Beans M a n i o c C o t t o n 
A l l p r o -
d u c e r s 3 M i l k 

S e a t o f 
munioipio 7 9 . 9 5 8 . 4 6 7 . 3 8 0 . 6 7 1 . 8 8 7 . 3 

V i l l a g e o f 
munioipio 9 . 1 2 6 . 4 2 . 0 4 . 8 1 0 . 8 4 . 8 

I n c i t y - - o t h e r 
munioipio 9 . 7 14 .0 2 8 . 7 9 . 1 1 5 . 2 4 . 8 

V i l l a g e o f 
o t h e r 
munioipio 1 . 3 0 . 6 2 . 0 0 . 9 

O t h e r s t a t e 0 . 6 - 2 . 4 0 . 8 -

D i d n ' t know _ - 3 . 1 0 . 5 3 . 1 

T o t a l 1 00 . 0 1 0 0 . 0 100 . 0 1 00 . 0 100 . 0 1 00 . 0 

T a b l e 8 . 1 8 F r e q i 
R u r a l 
1967 

lency o f 
Feiras (%) 

A t t e n d a n 
by P rodu 

ce and D i s l 
c e r s o f Se ' 

t ances Tra 1 

1 e c t e d .Comi 
v e l e d to 
nodi t i es , 

V i s i t s to f e i r a P r o d u c e r Grc 3up 
per month 

R i c e Beans Mani oc C o t t o n M i l k 

1 - 3 4 . 5 11 .2 8 . 0 13 .9 4 . 0 

4 31 .2 57 .9 7 7 . 3 6 3 . 0 5 7 . 1 

5 - 8 5 . 1 3 . 4 0 . 0 0 . 0 2 . 4 

No R e s p o n s e 59 . 2 2 7 . 5 1 4 . 7 2 3 . 1 36 . 5 

T o t a l 1 0 0 . 0 1 0 0 . 0 100 . 0 1 00 . 0 100 .0 

D i s t a n c e 

0 - 10 

Ri ce 

2 0 . 1 

Beans 

2 7 . 0 

M a n i o c 

6 6 . 0 

C o t t o n 

30 . 9 

Mi I k 

2 0 . 6 

11 - 20 1 0 . 4 3 8 . 2 1 5 . 3 2 8 . 5 2 8 . 6 

21 - 30 5 .9 6 . 7 2 . 0 1 3 . 3 11 . 9 

31 - 40 

40 p l u s 

1 .9 

1 .3 

0 . 6 

0 . 5 

0 . 7 

2 . 1 

4 . 3 

1 . 8 0 . 8 

No Re sponse 6 0 . 4 2 7 . 0 13 . 9 21 .2 2 8 . 1 

T o t a l 1 00 . 0 100 .0 1 0 0 . 0 100 .0 1 00 . 0 



M a n i o c f a r m e r s t r a v e l the l e a s t d i s t a n c e to the f e i v a 3 w h i l e 

c o t t o n and m i l k p r o d u c e r s t r a v e l the f a r t h e s t ( T a b l e 8 . 1 8 ) . I n 

g e n e r a l , abou t 59% o f p r o d u c e r s t r a v e l l e s s than 20 km. to go to 

the f e i v a and o n l y 10% go more t han 20 km. to the f e i v a . 

T h u s , f a r m e r s c o n c e n t r a t e most o f t h e i r p r o d u c t m a r k e t i n g 

and consumer good s p u r c h a s e s i n feivas near t h e i r f a rms and most 

f r e q u e n t l y a t t e n d t h o s e feivas once a week. The n o - r e s p o n s e c a t e -

g o r i e s i n T a b l e 8 . 1 8 are made up m o s t l y o f t h o s e f a r m e r s who l i v e 

i n the towns where t hey a t t e n d the f e i v a . T h i s c a u s e d the h i g h 

n o - r e s p o n s e p e r c e n t a g e s f o r r i c e and m i l k . 

T a b l e 8 . 19 p r e s e n t s da ta i n d i c a t i n g the mode o f t r a n s p o r t a -

t i o n u sed by f a r m e r s to g e t to the f e i v a and the k i n d s o f r o a d s 

p a s s i n g by fa rms i n the s a m p l e . R i c e f a r m e r s g e n e r a l l y go by 

T a b l e 8 . 19 Methods o f T r a n s p o r t to Ru ra l Feivas and Types 
o f Roads P a s s i n g F a rms , by Commodi ty , 1967 (% ) 

Types o f 
T r a n s p o r t 

P r o d u c e r Group Types o f 
T r a n s p o r t R i c e Beans M a n i o c C o t t o n M i l k 

Walk 

Back o f an ima l 

Ox c a r t 

M o t o r i z e d v e h i c l e 

Ri v e r 

No r e s p o n s e 

T o t a l 

7 . 8 1 0 . 7 4 4 . 0 8 . 5 5 .6 

1 1 . 0 3 7 . 6 2 8 . 0 4 9 . 7 1 5 . 9 

1 . 1 - - - - 0 . 8 

8 . 4 2 3 . 6 13 . 4 1 8 . 8 4 0 . 4 

11 .7 - - - - - - 0 . 8 

6 1 . l a 2 7 . 0 14 . 6 2 3 . 0 3 6 . 5 

1 00 . 0 100 . 0 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0 

Type o f 
Road R i ce Beans M a n i o c C o t t o n M i l k 

P a v e d , g r a v e l , 
o r g r a d e d d i r t 

Ung raded d i r t 

Ox c a r t r oad 

Ri v e r 

O t h e r 

No r e s p o n s e 

T o t a l 

2 9 . 7 a 1 3 . 7 12 . 4 1 5 . 7 2 2 . 1 

1 4 . 2 1 9 . 8 9 . 7 1 7 . 0 1 9 . 8 

4 2 . 5 6 3 . 2 6 6 . 9 5 9 . 4 51 . 6 

9 . 0 - - - - - - 4 . 0 

9 . 7 4 . 8 

4 . 6 3 . 3 1 . 3 3 . 1 2 . 4 

1 00 . 0 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0 1 00 . 0 

a The h i g h p e r c e n t a g e f o u n d here i s becau se o f f a r m e r s 
l i v i n g i n town. 



r i v e r , a l t h o u g h r i d i n g a n i m a l s i s a c l o s e s e c o n d . Bean f a r m e r s 

most f r e q u e n t l y r i d e a n i m a l s , as do c o t t o n f a r m e r s . M a n i o c f a r m -

e r s , on the o t h e r h a n d , t r a v e l to t he f e i r a most o f t e n on f o o t . 

F i n a l l y , m i l k p r o d u c e r s show the g r e a t e s t use o f m o t o r i z e d v e h i c l e 

o f any o f the f a r m e r g r o u p s . The d a t a on t y p e s o f r o a d s s u g g e s t s 

t h a t , as one m i g h t e x p e c t , the d a i r y f a r m e r s more f r e q u e n t l y l i v e 

on r o a d s p a s s a b l e by m o t o r i z e d v e h i c l e and l e s s f r e q u e n t l y on ox 

c a r t r o a d s ; n e x t come r i c e , b e a n , c o t t o n and man ioc f a r m e r s . 

I n summary, a c c e s s i b i l i t y to the ma rke t p l a c e i s l i m i t e d by 

the t y p e s o f t r a n s p o r t a t i o n u sed by p r o d u c e r s and by the r o a d s on 

wh i ch t hey must t r a v e l . F u r t h e r m o r e , s e l l i n g c r o p s o r b u y i n g i n -

p u t s i n l a r g e - s c a l e , c o s t - r e d u c i n g t r a n s a c t i o n s w i l l not be f e a s i -

b l e f o r many f a r m e r s u n t i l an i m p r o v e d s y s t e m o f t r a n s p o r t a t i o n i s 

a v a i 1 a b l e . 

I t has been shown t h a t the ma rke t v i s i t e d by a m a j o r i t y o f 

p r o d u c e r s i s the marke t w i t h i n t h e i r own municipios. Ve ry few 

a re a b l e to go to l a r g e u rban m a r k e t s to do t h e i r p u r c h a s i n g . The 

l o c a l m a r k e t s a re v i s i t e d by the p r o d u c e r s on a r e g u l a r w e e k l y 

b a s i s , wh i ch p r o v e s t h a t t hey have f r e q u e n t c o n t a c t i n the l o c a l 

t o w n s . T h e r e f o r e , to i n c r e a s e s a l e s o f i n d u s t r i a l i z e d good s i n 

t h e s e a r e a s i t i s n e c e s s a r y to make the goods a v a i l a b l e i n the 

l o c a l f e i r a . S i n c e v e r y few p r o d u c e r s a r e i n r e g u l a r c o n t a c t w i t h 

an u rban m a r k e t , t h e r e i s l i t t l e o p p o r t u n i t y f o r them to d e v e l o p a 

d e s i r e f o r i n d u s t r i a l l y p r o d u c e d consumer and/o r p r o d u c t i o n g o o d s . 

Once t h i s e x p o s u r e e x i s t s , i t may s t i m u l a t e them to p r oduce more 

i n o r d e r to be a b l e to buy the t h i n g s t hey wan t . 

Food Con sumpt i on 

To d e t e r m i n e w i t h a c c u r a c y the e x t e n t o f f a rm p a r t i c i p a t i o n 

i n the ma rke t economy, q u e s t i o n s p e r t a i n i n g to f o o d p u r c h a s e s were 

a s k e d . T a b l e 8 . 2 0 shows t he a v e r a g e m o n t h l y f o o d e x p e n d i t u r e by 

p r o d u c e r s and the number o f p e o p l e t hey a re f e e d i n g w i t h t h i s b u d -

g e t . M a n i o c p r o d u c e r s s p e n d the l e a s t t o t a l amount o f money and 

the l e a s t amount pe r c a p i t a on f o o d s . At the o t h e r e x t r e m e , m i l k 

p r o d u c e r s s pend the l a r g e s t t o t a l amount pe r c a p i t a . They s p e n d 

a l m o s t t w i c e as much per c a p i t a on f ood as do the man ioc p r o d u c e r s . 

Bean , man ioc and c o t t o n g r o w e r s each spend o v e r 65% o f t h e i r g r o s s 

f a rm income f o r f o o d , w h i l e r i c e and d a i r y f a r m e r s s pend 29% and 

19%, r e s p e c t i v e l y . Even t hough a l l f a r m e r s a re a b l e t o p r o d u c e 

much o f t h e i r own f o o d , i t i s c l e a r t h a t bean , man ioc and c o t t o n 

f a r m e r s do no t have s u f f i c i e n t income to c o v e r a l l n o n - f o o d n e c e s -

s i t i e s and s t i l l m a i n t a i n a n u t r i t i o n a l l y adequate d i e t . 



Tab le 8 .20 Mon th l y Food E x p e n d i t u r e s , Pe r cen t G ro s s Farm 
Income Spent on Food and Number o f Peop le Fed 
by P roduce r s o f S e l e c t e d Commod i t i e s , 1967 

Q u e s t i o n I tem P roduce r Group Q u e s t i o n I tem 

R i ce Beans Man ioc Cot ton M i l k 

Mon th l y food 
e x p e n d i t u r e (NCr$ ) 

Pe r cen t income 
s pen t on food 

Number o f people 
fed r e g u l a r l y 

Mon th l y food 
e x p e n d i t u r e per 
c a p i t a (NCr$) 

134.44 114 .63 84 .99 92 .60 182.69 

29 .2 65 .0 6 7 . 8 75 .5 18.9 

6 . 8 7 .5 6 . 9 7.4 7 .7 

19.77 15 . 28 12 .32 12 .51 23 .72 

SOURCE: SUDENE/MSU Farm Su r vey ( 1 9 6 7 ) . 

I n o rde r to determine what k i n d s o f food i tems were pu r cha sed 

by f a r m e r s , they were asked to i n d i c a t e which o f a l i s t o f p r o d u c t s 

they r e g u l a r l y pu r cha sed . R i c e , bean s , manioc and m i l k pu r cha se s 

showed up w i th the l owes t pe r cen tage s among a l l p r o d u c t s f o r a l l 

fa rmer g roups (Tab le 8 . 2 1 ) . T h i s s u g g e s t s t h a t these p r oduc t s are 

Tab le 8 .21 Pe rcen tage of P r oduce r s Buy ing 
S e l e c t e d Food Items ( p e r c e n t ) 

Food Items P roduce r Group Food Items 

Ri ce Beans Man ioc Cot ton M i l k 

Ri ce 25. .3 56. ,2 47. 3 30 .3 38 .1 

Beans 57, .8 6. ,7 48 . 0 10 .3 20 .6 

Man ioc 48, ,1 59. ,0 12. 7 73.9 31 .0 

Powdered m i l k 21 . .4 7. .3 14. 7 9 .1 2 .4 

F l u i d mi 1 k 81 , ,8 71 . .8 20. 0 11.5 - -

D r i e d beef 57. .1 49. .4 80. 7 2 1 . 8 29 .4 

D r i e d cod 56. .5 48. .9 82. 0 20 .6 29 .4 

Bread 73. .4 76. .4 72. 0 55 .2 39 .7 

Beve rages 24. .0 10. .7 20. 7 6 .1 6 . 3 

F resh meat 75. .3 79. .2 69. 3 67 . 3 44 .4 

S p a g h e t t i 51 . .3 33. ,1 31 . 3 39 .4 23.0 



more f r e q u e n t l y produced f o r home consumpt ion . Most f r e q u e n t l y 

consumed by a l l fa rmer g roups were v a r i o u s t ypes o f d r i e d and 

f r e s h meats . Bread and s p a g h e t t i are consumed by a f a i r l y l a r g e 

pe r cen tage o f a l l fa rmer g r o u p s . The r e spon se on beverage con -

sumpt ion i s i n t e r e s t i n g . The group which appears l e a s t ab le to 

a f f o r d them (manioc p r o d u c e r s ) shows one o f the h i g h e s t p e r c e n t -

ages o f beverage con sumpt i on , w h i l e d a i r y fa rmers show one o f the 

1 owest . 

In g e n e r a l , the owner sh ip of consumer du rab l e goods i s q u i t e 

low (Tab le 8 . 2 2 ) . The most w i d e l y owned i tems among a l l p r oduce r s 

were the sewing machine and the r a d i o . Jeeps or o t h e r v e h i c l e s 

are the l e a s t commonly owned i t e m s . The m i l k and r i c e p r oduce r s 

Tab le 8 .22 Pe rcen tage o f P r oduce r s Owning S e l e c t e d 
Non-Food Consumpt ion I t e m s , 1967 

P roducer ' Group 

Non-Food Item 

Ri ce Beans Man ioc Cot ton M i l k 
A l l p r o -
d u c e r s 3 

Jeep or 
o t he r v e h i c l e 9 . 7 7. .3 4 .7 9 . 1 38. 9 7 . 8 

Crop s p r a y e r 22. 7 12. .4 6 .7 27. 9 19. 8 17 .5 

S c a l e 42. 2 36, .0 39 .3 49. 7 42. 1 41 .5 

Sewi ng 
machi ne 74. 0 74, .2 56 .0 67. 9 85. 7 68 .4 

R e f r i g e r a t o r 22. 1 7, .9 6 .7 7. 3 33. 3 11.0 

Good q u a l i t y 
kerosene 
1an te rn 37. 7 14, .6 6 .0 6 . 1 12. 7 15.9 

F u n c t i o n i n g 
r ad i o 72. 0 54, . 5 56 .7 52. 7 88. 1 58.7 

E l e c t r i c i ty 1 . 3 1 .1 1 .3 6 . ,7 8. 7 2 .6 

a A l l p r o d u c e r s except m i l k p r o d u c e r s . 

SOURCE: SUDENE/MSU Farm Su rvey ( 1 9 6 7 ) . 

show the h i g h e s t gene ra l r a te o f owner sh ip f o r a l l i t e m s . M i l k 

p r oduce r s own s i g n i f i c a n t l y more r e f r i g e r a t o r s than any o t h e r 

g r o u p , w h i l e r i c e p r oduce r s are second . M i l k p r oduce r s a l s o own 

v e h i c l e s more f r e q u e n t l y than any o t h e r g r oup . Rad i o s are owned 

by a m a j o r i t y o f each p roduce r g r o u p , but on l y r i c e and m i l k 



p r o d u c e r s show a ve ry h i g h r a t e o f o w n e r s h i p . Only 2 .6% o f the 

farms have e l e c t r i c power. 

Farmers have to dec ide how to d i v i d e t h e i r cash income be-

tween consumpt ion goods and the pu rcha se o f p r o d u c t i o n i n p u t s . 

When these d e c i s i o n s are made, the f u t u r e p r o d u c t i v i t y o f the farm 

i s a f f e c t e d . P r oduce r s were a sked how they would spend t h e i r ad-

d i t i o n a l money i f t h i s y e a r ' s h a r v e s t produced NCr$500 .00 more 

than they expec ted . The a l t e r n a t i v e consumpt ion and i n ve s tment 

i tems among which they were a sked to choose were b e t t e r food f o r 

the f a m i l y , m e d i c i n e , c l o t h e s , home improvement, f e r t i l i z e r s , 

c a t t l e , l a n d , and good q u a l i t y s e e d s . The l i s t c o n t a i n s f ou r 

i tems which are consumpt ion goods and f o u r which are i nve s tment 

good s . An i ndex was c o n s t r u c t e d to e v a l u a t e the r e l a t i v e p r e f e r -

ences between the se consumpt ion and i n ve s tmen t good s . A h i gh i n -

dex va l ue would i n d i c a t e a g r e a t e r p r e f e r e n c e f o r i n ve s tment g o o d s , 

and v i c e v e r s a . 

Tab le 8 .23 shows the pe rcen tage o f p roduce r s who would buy 

the s e l e c t e d i t e m s . The most o b v i o u s c o n c l u s i o n to be drawn from 

the t a b l e i s t h a t a l l p r oduce r s have ve ry h i g h p r o p e n s i t i e s to 

spend a d d i t i o n a l income. 

Tab le 8 .23 Pe rcentage 
Goods as a 
o f S e l e c t e c 

o f P r oduce r s W i l l i n g to Buy 
R e s u l t o f H i ghe r Incomes by 

1 Commod i t i e s , 1967 ( p e r c e n t ) 

S e l e c t e d 
P roduce r s 

I tem 
P roducer Group 

I tem 

Ri ce Beans Manioc Cot ton M i l k 
A l l p r o -
d u c e r s 3 

B e t t e r food 
f o r f a m i l y 85 .1 86. 5 91 . 3 92 .1 75 .4 88 .7 

Med i c i ne 88 .3 89. 3 94. 7 92 .7 74 .6 91 .0 

C l o t h e s 88 .3 92. 1 94. 0 94 .5 79 .4 92.2 

Home 
improvements 85 .7 91 . 0 90. 0 88 .5 73 .0 88.9 

F e r t i 1 i z e r s 76 .0 39. 9 80. 7 44 .8 50 .0 59 .3 

C a t t l e 69 .5 80. 3 77. 3 81 .8 85 .7 77.4 

Land 63 .0 70. 2 77. 3 69 .1 73 .0 6 9 . 8 

B e t t e r seed 
or breed 72 .7 75. 8 80. 7 94 .5 75 .4 80 .9 

a A l l p r oduce r s except m i l k . 

SOURCE: SUDENE/MS U Farm Su rvey ( 1 967 ) . 



However, among the v a r i o u s g r oup s o f p r o d u c e r s t he re are 

d i f f e r e n c e s i n p r e f e r e n c e s . The two g roups (manioc and c o t t o n ) 

t h a t spend the l e a s t money on food and buy the n a r r owe s t s e l e c -

t i o n o f food i tems would most f r e q u e n t l y spend some o f the a d d i -

t i o n a l money on f ood . M i l k p r o d u c e r s , who spend the most money 

on f o o d , would l e a s t f r e q u e n t l y spend a d d i t i o n a l money on f ood . 

Two g roup s ( r i c e and manioc p r o d u c e r s ) i n d i c a t e d a very h i gh 

p r e f e r e n c e f o r f e r t i l i z e r s , which i s r a t h e r s u r p r i s i n g , p a r t i c u -

l a r l y f o r the manioc p r o d u c e r s . Cot ton p r oduce r s show a s t r o n g 

p r e f e r e n c e f o r the use o f improved seed v a r i e t i e s . Th i s i s p r o b -

ab l y due to SUDENE ' s c o t t o n s e e d d i s t r i b u t i o n program. D a i r y p r o -

ducer s p r e f e r to buy l i v e s t o c k more f r e q u e n t l y than any o t h e r 

g r o u p . 

I n g e n e r a l , p r o d u c e r s p r e f e r to buy more consumer goods 

than i n ve s tmen t g o o d s . One cou l d expec t tha t a g r e a t e r p o r t i o n 

o f a d d i t i o n a l income earned w i l l be s pen t on goods to improve 

w e l l - b e i n g be fo re s p e n d i n g on farm i n v e s t m e n t s . P r oduce r s are 

p r e s e n t l y l i v i n g below t h e i r d e s i r e d s t a n d a r d o f l i v i n g and hence 

p r e f e r to spend a d d i t i o n a l money on consumer g ood s . 

Summary 

A g r i c u l t u r a l p r o d u c t i o n i n the commodity a rea s s t u d i e d seems 

to be h i g h l y t r a d i t i o n a l . Most l a b o r i s done by hand w i t h the 

h o e - - e v e n the ox and plow are not commonly used among manioc and 

c o t t o n f a r m e r s . S i m i l a r l y , f a rmer s use r e l a t i v e l y few modern farm 

i n p u t s . As a r e s u l t , crop y i e l d s are low. 

Farmers e v i denced a w i l l i n g n e s s to re spond to p r i c e c h a n g e s . 

Most f a rmer s would attempt to p l a n t more ac reage or o t h e r w i s e i n -

c r e a s e ou tpu t i f p r i c e s went up. I t i s a l s o c l e a r t h a t many fa rm-

e r s would re spond to a g ua r an teed p r i c e by expand ing o u t p u t . The 

l i k e l i h o o d t h a t f a rmer s would reduce ou tpu t w i t h f a l l i n g p r i c e s 

seems to be much l e s s than the l i k e l i h o o d o f i n c r e a s e d ou tpu t as 

a r e s p o n s e to h i g h e r p r i c e s . Thu s , h i g h e r and more s t a b l e p r i c e s 

s h o u l d s t i m u l a t e p r o d u c t i o n , w h i l e lower p r i c e s are l i k e l y to 

s t i m u l a t e r e l a t i v e l y l e s s r e d u c t i o n i n o u t p u t . 

The a v a i l a b i l i t y o f l a n d does not appear to be a s e r i o u s 

d e t e r r e n t to ou tpu t e x p a n s i o n on many o f the farms s u r v e y e d . On 

the o t h e r hand, l a b o r a v a i l a b i l i t y m igh t tend to l i m i t the amount 

o f new l a n d which can be c u l t i v a t e d , s i n c e a h i g h pe r cen tage o f 

the farms are a l r e a d y u s i n g h i r e d l a b o r . However, i t s h o u l d be 

r e c o g n i z e d t ha t the p r e s e n t s t udy b a s i c a l l y r e f l e c t s c o n d i t i o n s 



among 1andowners and does not t e l l much about l a b o r a v a i l a b i l i t y 

among s h a r e c r o p p e r s who may be underemployed. 

The major b a r r i e r s to ou tpu t e x p a n s i o n among fa rmer s i n the 

s u r v e y a reas are l i m i t e d t e c h n i c a l knowledge , the l ack o f a v a i l a -

b i l i t y o f modern farm i n p u t s , the h i gh r e l a t i v e p r i c e s of those 

i n p u t s , and the l a c k o f farm c r e d i t ( e s p e c i a l l y i n t e r m e d i a t e c r e d i t ) . 

Ano the r b a r r i e r which w i l l be d i s c u s s e d i n the next chap te r i s the 

i n s t a b i l i t y and u n c e r t a i n t y of p r oduc t p r i c e s . 

Most fa rmers i n t e r v i e w e d showed a h i g h p r o p e n s i t y f o r p u r -

c h a s i n g consumpt ion goods w i t h a d d i t i o n a l income. The lower income 

farmer g roups seem l i k e l y to spend any a d d i t i o n a l income on c u r r e n t 

f a m i l y l i v i n g e x p e n s e s , such as f o o d , c l o t h i n g and h o u s e h o l d g o o d s , 

as opposed to p r o d u c t i o n good s . S i n c e owne r sh i p o f du r ab l e goods 

such as sewing mach ines and r a d i o s i s r e l a t i v e l y h i g h among h i g h e r 

income farmer g r o u p s , i t seems l i k e l y t h a t the lower income fa rmer s 

would ( i n the event o f h i g h e r income) a l s o a l l o c a t e some p r o p o r t i o n 

o f the i n c r e a s e toward the pu rcha se of such d u r a b l e s . 



CHAPTER 9 

THE RURAL MARKETING SYSTEMS FOR 

F I VE COMMODITIES 

The Ru ra l M a r k e t i n g S y s t em f o r Beans 

I n t r o d u c t i on 

Among B r a z i l i a n f o o d s t u f f s , beans a re a p r i m a r y commod i ty . 

" B e a n s are u sed at l e a s t once d a i l y by a l m o s t 100% o f the f a m i l i e s 

and a re the most i m p o r t a n t s i n g l e s o u r c e o f p r o t e i n i n the d i e t . " 

B e a n s , r i c e and man ioc s e r v e as the s t a p l e f o o d s i n the B r a z i l i a n 

d i e t ( T a b l e 9 . 1 ) . I n 1 9 6 0 , the annua l pe r c a p i t a c o n s u m p t i o n o f 

beans was e s t i m a t e d a t 1 9 . 6 k i l o s i n u rban a r e a s and 3 4 . 8 k i l o s i n 

r u r a l a r e a s . I n a d d i t i o n , the income e l a s t i c i t y o f demand f o r beans 

i n the N o r t h e a s t i s p o s i t i v e a t 0 . 1 8 ( T a b l e 9 . 1 ) . T h u s , g r o w i n g 

p o p u l a t i o n s and i ncomes mean t h a t t o t a l demand w i l l c o n t i n u e to e x -

pand . 

T a b l e 9 . 1 Per C a p i t a Con sumpt i on and Income 
E l a s t i c i t y o f Demand f o r B a s i c F o o d s , 
1960 

Commodi t y 

Per c a p i t a c o n s u m p t i o n i n 
B r a z i l ( k i l o g r a m s ) Income e l a s t i c i t y 

o f demand i n 
N o r t h e a s t 

Commodi t y 
Urban R u r a l Combined 

Income e l a s t i c i t y 
o f demand i n 

N o r t h e a s t 

Beans 

Ri ce 

Man i oc 

Corn 

P o t a t o e s 

1 9 . 6 3 4 . 8 2 8 . 0 

3 4 . 8 4 0 . 3 3 9 . 4 

4 0 . 0 1 9 9 . 6 1 2 4 . 6 

4 . 0 2 9 . 6 17 . 6 

1 4 . 8 7 . 9 11 . 0 

0 . 1 8 

0 . 5 3 

- 0 . 1 0 

0 . 6 6 

1 .09 

SOURCE: G e t u l i o V a r g a s F o u n d a t i o n , Projections of the Supply 
and Demand for Farm Products in B r a z i l , V o l . 1 , 1 9 6 6 , 
pp. 86 f f . 

N o r t h e a s t B r a z i l N u t r i t i o n S u r v e y , A R e p o r t by the I n t e r -
Depa r tmen ta l Committee on N u t r i t i o n f o r N a t i o n a l D e v e l o p m e n t , 
W a s h i n g t o n , D . C . , 1 9 6 3 , p. 97 . 



N e a r l y a l l the beans a re used f o r human c o n s u m p t i o n . The 

most w i d e l y p u r c h a s e d t ype o f bean i n R e c i f e i s mulatinho, f o l l o w e d 

by macassar. Macassar i s consumed by p e r s o n s o f l o w e r i ncomes be -

cau se i t s p r i c e s a re u s u a l l y l o w e r than t h o s e o f the mulatinho. 

The e s t i m a t e s o f s u p p l y and demand as p r e s e n t e d i n T a b l e 9 . 2 

i n d i c a t e t h a t p r o d u c t i o n and c o n s u m p t i o n w i l l r ema in i n b a l a n c e 

t h r o u g h 1975, bu t t h a t o u t p u t w i l l need to i n c r e a s e by more t han 

24% t o s a t i s f y demand e x p a n s i o n . 

T a b l e 9 . 2 E s t i m a t e s o f S u p p l y 
Demand o f Beans i n 

and 
B r a z i 1 

Yea r 1 ,000 t o n s 
a c t u a l demand 

I n t e r n a l 
s u p p l y 

1965 2 , 5 2 0 2 , 5 2 0 

1975 3 , 2 9 0 3 , 2 9 0 

SOURCE: G e t u l i o V a r g a s F o u n d a t i o n , Projections of the Supply 
and Demand for Farm Products in B r a z i l , V o l . 1 , 1 9 6 6 , 
pp. 1 5 3 - 5 5 . 

I n 1 9 6 5 , more than 70% o f the beans were p r o d u c e d i n the 

C e n t e r - S o u t h of B r a z i l , w i t h the N o r t h e a s t p r o d u c i n g abou t 28% 

( T a b l e 9 . 3 ) . I n the f i v e y e a r i n t e r v a l , 1 9 6 0 - 1 9 6 5 , t o t a l B r a z i l -

i a n o u t p u t i n c r e a s e d 32% w i t h no s i g n i f i c a n t change i n the r e l a -

t i v e p r o p o r t i o n s p r oduced i n the d i f f e r e n t r e g i o n s . There are 

T a b l e 9 . 3 Bean P r o d u c t i o n i n Each R e g i o n 
o f B r a z i l , 1 9 6 0 - 1 9 6 5 ( t o n s ) 

Reg i on 

1960 1965 
P e r c e n t 
i n e r e a s e 
1 9 6 0 - 6 5 

Reg i on P e r c e n t 
Amount o f B r a z i l 

P e r c e n t 
Amount o f B r a z i l 

P e r c e n t 
i n e r e a s e 
1 9 6 0 - 6 5 

N o r t h 

N o r t h e a s t 

C e n t e r - S o u t h 

A l l B r a z i l 

8 , 0 3 8 0 . 6 

4 9 4 , 9 3 1 2 8 . 5 

1 , 2 2 7 , 8 2 6 70 . 9 

1 , 7 3 0 , 7 9 5 100 . 0 

12 , 300 0 . 7 

6 4 5 , 5 3 8 2 8 . 1 

1 , 6 3 1 , 9 5 8 7 1 . 2 

2 , 2 8 9 , 7 9 6 1 0 0 . 0 

5 3 . 0 

3 0 . 4 

3 2 . 9 

3 2 . 3 

SOURCE: IBGE - S t a t i s t i c a l A n n u a l s o f B r a z i l : 1 9 6 3 , p. 6 4 ; 
and 1 9 6 6 , pp. 1 0 4 - 1 0 5 . 



s i z e a b l e i n t e r r e g i o n a l movements of beans between the C e n t e r - S o u t h 

and the N o r t h e a s t r e g i o n . The s i z e o f t h i s movement i s unknown; 

however , 23% o f the e s t a b l i s h e d R e c i f e w h o l e s a l e r s d i d buy beans 

from the C e n t e r - S o u t h d u r i n g 1967. There i s no s i g n i f i c a n t move-

ment from the N o r t h e a s t to the Sou th . T h u s , an e x p a n s i o n i n r e g i o n -

al p r o d u c t i o n would f i r s t d i s p l a c e beans pu r cha sed from the S ou th . 

Three i m p o r t a n t bean p r o d u c i n g s t a t e s i n the N o r t h e a s t are 

Pernambuco, Bah i a and A l a g o a s . The p r o d u c t i o n , area p l a n t e d , and 

y i e l d per hec t a re f o r these s t a t e s are compared w i th s i m i l a r data 

f o r M ina s G e r a i s and Sao Pau lo i n Tab le 9 . 4 . 

Tab le 9 .4 Bean P r o d u c t i o n , Area P l a n t e d and 
Y i e l d f o r S e l e c t e d S t a t e s , 1960/1965 

S t a t e s 

Tons of 
P r o d u c t i on Hec ta re s P l a n t e d Y i e l d per 

Hectare S t a t e s 

1960 1965 1960 1965 1960 1965 

Pe rnambuco 

A1 agoas 

Bahi a 

M inas G. 

S . Pau lo 

82 ,723 102 ,668 

38 ,516 37 ,381 

93 ,149 144 ,751 

350 ,909 305 ,584 

178,439 162,207 

160,980 212 ,244 

77,710 96 ,671 

121 ,291 165,781 

520,306 516 ,633 

289 ,427 259 , 758 

514 484 

496 367 

768 692 

675 591 

617 624 

SOURCE: IBGE - S t a t i s t i c a l Annua l s of B r a z i l : 1963 , p. 64 ; 
and 1966 , pp. 1 04 - 105 . 

From 1960 to 1965, p r o d u c t i o n i n c r e a s e d 24% i n Pernambuco, 

23% i n B a h i a , 13% i n M inas G e r a i s , and 9% i n Sao Pau l o . P r o d u c t i o n 

dec rea sed s l i g h t l y (3%) i n A l a g o a s . Bean y i e l d s are r e l a t i v e l y 

h i g h i n B a h i a , a v e r a g i n g 693 k i l o s per hec ta re i n the 1960-65 p e r -

i o d . T h i s compared w i th 588 k i l o s i n Sao P a u l o , 566 i n M inas G e r a i s , 

458 i n Pernambuco, and 471 i n A l a g o a s . There was no s i g n i f i c a n t 

t r end i n bean y i e l d s over the f i v e y e a r p e r i o d 1960 -65 i n the impo r -

t an t bean p r o d u c i n g s t a t e s . 

D e s c r i p t i o n and E v a l u a t i o n o f the 
Rura l Assembly System 

Marke t S t r u c t u r e 

The s t r u c t u r e of the two as sembly markets s u r v e y e d i n t h i s 

s t udy p r e s e n t s c e r t a i n c o n t r a s t s and s i m i l a r i t i e s . The r u r a l market 

9 - 3 



f o r beans f l o w i n g to R e c i f e from I r e c e i s somewhat l e s s c o m p l i c a t -

ed and more d i r e c t than the A l - P e market s y s tem. I t i n e r a n t buyer s 

u s i n g t r u c k t r a n s p o r t a t i o n to p i c k up beans at the farm are an 

impo r t an t f o r c e i n the I r e c § a rea . On the o t h e r hand, fa rmers i n 

A l - P e most f r e q u e n t l y t r a n s p o r t t h e i r beans by o x c a r t to a nearby 

v i l l a g e to be s o l d to a l o c a l a s s e m b l e r . Accompanying these d i f -

f e r e n c e s , and no doubt p a r t l y r e s p o n s i b l e f o r them, are l a r g e r 

t r a n s a c t i o n s i z e s between fa rmers and a s s emb le r s i n I r e c e . More -

o v e r , a s s emb le r s tend to hand le a s m a l l e r annual volume i n A l - P e 

than i n I r e c § . 

But i n s p i t e o f the se d i f f e r e n c e s , many t h i n g s are s i m i l a r 

i n the two a r e a s . A v a r i e t y o f a s s emb le r types e x i s t i n both a r e a s . 

S t o r a g e i s r e l a t i v e l y uncommon on f a r m s , and metal c y l i n d e r s are 

the most common s t o r a g e f a c i l i t i e s . These s i m i l a r i t i e s and d i f f e r -

ences are d i s c u s s e d i n some d e t a i l i n t h i s s e c t i o n . 

Farmer M a r k e t i n g A c t i v i t i e s 

The q u a n t i t y of beans h a r v e s t e d by p roduce r s i s shown i n 

Tab le 9 .5 f o r the a reas of I r e c e and A l - P e . From 1965 to 1966 , 

the i n c r e a s e i n average q u a n t i t y h a r v e s t e d was 13.6% i n I r e c e and 

36.4% i n the A l - P e a rea . 

I r e c e p roduce r s s o l d about 80% of t h e i r p r o d u c t i o n wh i l e the 

A l - P e p roduce r s s o l d about 65 -70% (Tab le 9 . 5 ) . About 700 -1100 

k i l o s per farm were be ing r e t a i n e d f o r f a m i l y consumpt ion or s eed , 

or were l o s t i n s t o r a g e . 

Bean s a l e s per p roduce r f o r the combined areas amounted to 

N C r $ l , 1 9 5 d u r i n g 1966. I r e c e p r oduce r s s o l d an average o f 

N C r $ l , 7 7 2 , w h i l e the p roduce r s in A l - P e s o l d an average of NCr$964 

(Tab le 9 . 5 ) . The lower s a l e s volume per farm in the A l - P e area i s 

a r e s u l t o f both lower p r i c e s r e c e i v e d and l e s s bean p r o d u c t i o n 

a v a i l a b l e f o r s a l e . 

For a l l bean p roduce r s combined, bean s a l e s account f o r about 

57% of t o t a l farm s a l e s . The h i g h e r pe r cen tage f o r the I r e c e area 

(63%) than f o r the A l - Pe area (52%) i n d i c a t e s the I r e c e p r oduce r s 

are more s p e c i a l i z e d i n bean p r o d u c t i o n . 

P roduce r s were asked f o r d e t a i l e d i n f o r m a t i o n on up to f o u r 

s a l e s t r a n s a c t i o n s . I n f o r m a t i o n was o b t a i n e d on time of s a l e , 

p r i c e , q u a n t i t y , and to whom s o l d . I n t o t a l , there were 312 s a l e s 

t r a n s a c t i o n s completed i n I r e c e and 240 i n A l - P e . Bean p r oduce r s 

i n the A l - P e area made an average o f 2.7 s a l e s d u r i n g 1966, w h i l e 

i n I r e c e the ave rage was 1.6 s a l e s . 
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Each p r o d u c i n g area has a d i f f e r e n t h a r v e s t and ma r ke t i n g 

s e a s o n . I r e c ê p r oduce r s make 79% of t h e i r s a l e s t r a n s a c t i o n s i n 

March th rough May. I n A l - P e , p r oduce r s make 82% o f t h e i r s a l e s 

i n September th rough J a n u a r y . Thu s , the re i s a g r e a t deal of s e a -

sona l comp lementa r i t y i n the movement o f beans from the two a r e a s . 

In the a g g r e g a t e , the months o f September to December are the most 

i m p o r t a n t ma rke t i n g p e r i o d s because o f dominance o f the A l - P e c rop . 

The s i n g l e most impo r tan t ma rke t i n g month f o r beans i s the month 

o f September. T h i s i s a l s o one of the months w i th the l owe s t farm 

p r i c e o f the y e a r . June, J u l y and Augu s t are months d u r i n g which 

the l o c a l market i s not be ing s u p p l i e d by beans from these two 

a r e a s . 

A s s emb le r C h a r a c t e r i s t i c s and Channel Maps 

The number o f f i r m s i n the d i f f e r e n t s i z e c a t e g o r i e s , as 

we l l as the t o t a l s f o r the two a reas be i ng s t u d i e d , i s shown i n 

Tab le 9 . 6 . About 517 f i r m s operate i n the f i r s t a r e a , w h i l e o n l y 

Tab le 9 .6 E s t i m a t e d Number o f As sembly F i rms by 
f o r the Two Areas Under S t u d y , 1967 

Ca t ego r i es 

As sembly Firm Type 3 A l - P e I recê 

La rge c o o r d i n a t e d a s s emb le r s 
( h a n d l i n g more than 100 tons 
per y e a r and s e l l i n g e x c l u s i v e l y 
to w h o l e s a l e r s ) 15 2 

Med i um- s i z ed a s s emb le r s 
( h a n d l i n g 50 to 240 tons per 
y e a r and s e l l i n g to t r u c k e r s 
and a s s emb l e r s as we l l as 
w h o l e s a l e r s ) 174 18 

Smal l a s s emb le r s ( h a n d l i n g l e s s 
than 120 tons per y e a r and s e l l -
i n g mo s t l y to o t he r a s s e m b l e r s ) 

I t i n e r a n t t r u c k e r s b 

306 

122 

25 

25 

TOTAL 517 70 

Ranges o v e r l a p c o n s i d e r a b l y due to the v a r i a t i o n i n 
volume hand led between a reas and between urban and r u r a l 
a s s e m b l e r s . 

Th i s i s an e s t i m a t e o f the number o f i t i n e r a n t t r u c k e r -
a s s emb l e r s who n o r m a l l y buy in the a reas but who may not 
r e s i d e t h e r e . 



70 f u n c t i o n i n I r e c e . I t i s q u i t e appa ren t t h a t t he re are r e l a -

t i v e l y few l a r g e f i r m s . There are l a r g e numbers of med ium- s i zed 

f i r m s and very l a r g e numbers of sma l l a s s emb l e r s i n each a rea . 

The b a s i c market s t r u c t u r e i s one of many f i r m s c h a r a c t e r i z e d by 

l a r g e v a r i a t i o n s i n s i z e w i t h i n and between c a t e g o r i e s . The I r e c e 

area has a p r o p o r t i o n a t e l y s m a l l e r number o f sma l l and med ium- s i zed 

a s s emb l e r s and a p r o p o r t i o n a t e l y g r e a t e r number o f i t i n e r a n t t r u c k -

e r s than the A l - P e a rea . The l a r g e r number o f f i r m s i n the A l a g o a s -

Pernambuco ( A l - P e ) area i s demons t ra ted by the f a c t t h a t there i s 

one a s s emb le r f o r eve ry 48 tons o f beans produced compared w i th one 

per 100 tons i n B a h i a . 

The p r i n c i p a l buy i ng and s e l l i n g p a t t e r n s o f the ma r ke t i n g 

sy s tem s e r v i n g the two sample s u r v e y a rea s are summarized g r a p h i -

c a l l y i n F i g u r e s 9 .1 and 9 . 2 . The c i r c l e s on the maps i n d i c a t e 

the t r a n s a c t i o n p o i n t s i n the c h a n n e l s , and the p e r c e n t o f p r oduc t 

hand led i s i n d i c a t e d . The r e l a t i v e impor tance o f each f low i s r e -

p r e s e n t e d by the w id th of the c o n n e c t i n g l i n e s . A l s o , the pe r cen t 

o f p r o d u c t moving th rough each channel i s i n d i c a t e d n u m e r i c a l l y i n 

a sma l l box w i t h i n the c o n n e c t i n g l i n e s . 

The SUDENE/MSU f i e l d s u r v e y s o f p r o d u c e r s , a s s e m b l e r s , who l e -

s a l e r s and r e t a i l e r s p r o v i d e d most o f the data used i n c o n s t r u c t i n g 

the channel maps. These s u r v e y data were supp lemented by f o l l o w - u p 

i n t e r v i e w s w i th s e l e c t e d market o p e r a t o r s , d i r e c t o b s e r v a t i o n s by 

r e s e a r c h e r s and the use o f s e conda r y da ta . At b e s t , the maps are 

r e a s o n a b l e a p p r o x i m a t i o n s of market r e l a t i o n s h i p s f o r the s p e c i f i c 

a rea s s t u d i e d and f o r the c o n d i t i o n s t h a t e x i s t e d d u r i n g 1966. The 

maps are p r o b a b l y not r e p r e s e n t a t i v e o f the e n t i r e N o r t h e a s t . 

A compar i son o f the two channe l s r e v e a l s some b a s i c d i f f e r e n -

ces between the two a reas ( F i g u r e s 9 .1 and 9 . 2 ) . The A l - P e channel 

has more d i f f e r e n t types o f buye r s who hand le s m a l l e r market s h a r e s 

and per fo rm more s p e c i a l i z e d s e r v i c e s . I r e c e , on the o the r hand, 

has fewer t ypes o f buyer s h a n d l i n g l a r g e r market s h a r e s . Smal l and 

med ium- s i zed a s s emb le r s are more i m p o r t a n t i n the A l - P e channel than 

i n the I r e c § c hanne l . T r u c k e r - a s s e m b l e r s and w h o l e s a l e r s buy a much 

g r e a t e r s ha re of t o t a l p r o d u c t i o n d i r e c t l y from I r e c e p r oduce r s than 

from A l - P e p r o d u c e r s . The I r e c e channel appears to have e l i m i n a t e d 

the need f o r many sma l l a s s e m b l e r s who s t i l l s u r v i v e i n the A l - P e 

channe l . Thus the l a t t e r channel n e c e s s i t a t e s more t r a n s a c t i o n s to 

move from p roduce r to r e t a i l e r l e v e l . 

An average o f 3 .4 t r a n s a c t i o n s i s i n v o l v e d i n the movement o f 

beans from p roduce r s i n the A l - P e area t h rough the l a r g e urban who le -
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s a l e r s (Tab le 9 . 7 ) . T h i s compares w i t h l e s s than th ree t r a n s -

a c t i o n s f o r beans moving from the I r e c e area i n B a h i a . 

Tab le 9 .7 Pe r cen t of To ta l Beans Mov ing Through 
V a r i o u s Numbers of Market T r a n s a c t i o n s 
between P roduce r s and R e t a i l e r s 

Number of T r a n s a c t i o n s 
% o f Flow by Area 

Number of T r a n s a c t i o n s 
A l - P e I r e c e 

Two 

Three 

Four 

Fi ve 

S i x 

TOTAL 

Average number of t r a n s a c t i o n s 

9 .0 35 . 4 

51.2 39 .5 

37 .3 21 .3 

2 . 2 3 .0 

0 . 3 0 . 8 

100.0 100.0 

3 .36 2 . 94 

SOURCE: SUDENE/MSU A s semb le r S u r vey ( 1 9 6 7 ) . 

The channel maps show t h a t l a r g e a s s emb l e r s buy o n l y from 

l a r g e f a rmer s and s m a l l e r a s s e m b l e r s . They s e l l m o s t l y to urban 

w h o l e s a l e r s . The med ium- s i zed a s s emb le r buys f rom a l l f a rmer s 

and some a s s e m b l e r s . He s e l l s p r i m a r i l y to t r u c k e r s but a l s o to 

l a r g e a s s emb l e r s and w h o l e s a l e r s . Smal l a s s emb le r s buy p r i m a r i l y 

from sma l l f a r m e r s . Most o f t h e i r s a l e s are to urban a s s emb l e r s 

and l o c a l r e t a i l e r s . Smal l a s s emb l e r s o c c a s i o n a l l y s e l l to t r u c k -

e r s as w e l l . I t i n e r a n t t r u c k e r s buy most f r e q u e n t l y from p roduce r s 

and s e l l to w h o l e s a l e r s . R e l a t i o n s h i p s a l s o va ry from the l a r g e 

a s s e m b l e r s ' and t r u c k e r s ' impe r sona l r e l a t i o n s h i p w i t h s u p p l i e r s 

to the pe r s ona l r e l a t i o n s h i p m a i n t a i n e d by sma l l a s s emb l e r s w i t h 

t h e i r s u p p l i e r s . 

The a c t i o n s o f i t i n e r a n t t r u c k e r s and some l a r g e a s s emb le r s 

seem to be very power fu l f o r c e s of change i n the a s sembly market . 

T h e i r i n c r e a s i n g i n f l u e n c e may c r ea t e more c o m p e t i t i v e c o n d i t i o n s 

which w i l l b r i n g about a t r a n s i t i o n from an i n f o r m a l , p e r s o n a l 

exchange p r o c e s s to a more f o r m a l , impe r sona l p r o c e s s . The most 

dynamic f o r c e may come from o u t s i d e the sy s tem as a chang i n g r e -

t a i l market s t r u c t u r e s eek s out l a r g e - s c a l e s u p p l i e r s . I n c r e a s e d 

v e r t i c a l c o o r d i n a t i o n or i n t e g r a t i o n may be the mechanisms used to 

a ch i e ve the se s c a l e economies . 



La rge c o o r d i n a t e d a s s e m b l e r s are u s u a l l y h eadqua r t e r ed i n 

convergence c e n t e r s . The average y e a r l y volume of t he se a s s emb l e r s 

i n the A l - P e area i s e s t i m a t e d at 479 tons o f beans and 100 tons 

of corn v e r s u s 495 tons and 915 t o n s , r e s p e c t i v e l y , i n I r e c e . 

( T a b l e s 9 . 8 and 9 . 9 ) . The y e a r l y volume f o r l a r g e c o o r d i n a t e d 

bean a s s e m b l e r s i n t e r v i e w e d ranged from 100 to 810 t on s d u r i n g 

1966 , which accoun t s f o r the much h i g h e r t o t a l va l ue of t h e i r p u r -

chase s compared to tho se o f o t h e r a s s e m b l e r s . 

La rge a s s e m b l e r s m a i n t a i n an ave rage o f 6 . 6 w o r k e r s . The 

ave rage annual wage per worke r was e s t i m a t e d by them at N C r $ l , 1 2 0 . 

Even l a r g e a s s e m b l e r s have no s y s t e m a t i c or a n a l y t i c a l a c c o u n t i n g 

p r o cedu re s and are unab le to e s t i m a t e such i n d i r e c t c o s t s as bad 

d e b t s , r i s k s o f t ax c o l l e c t i o n and t o t a l s e l l i n g c o s t s . 

M e d i u m - s i z e d a s s emb l e r s are s p e c i a l i z e d commodity buye r s 

w i th e s t a b l i s h e d p l a c e s o f b u s i n e s s i n a l o c a l t r a d i n g c e n t e r . 

These a s s e m b l e r s average about 1/10 o f the volume of beans and 

about 1/3 o f the volume of corn hand led by l a r g e a s s e m b l e r s . 

Med i um- s i z ed a s s e m b l e r s are d e f i n e d as t ho se w i th y e a r l y s a l e s 

volumes r a n g i n g from 50 to 240 t on s and who s e l l some beans to 

o t h e r a s s e m b l e r s . 

Smal l urban a s s e m b l e r s l i v e i n sma l l towns where they t r ade 

i n sma l l vo lume. They u s u a l l y have o t h e r o c c u p a t i o n s ( f a r m i n g , 

e t c . ) and t u r n to bean buy i n g f o r l e s s than h a l f the y e a r when 

w o r k i n g c a p i t a l i s needed to f i n a n c e the h a r v e s t i n g and ma rke t i n g 

o f farm p r o d u c t i o n . The sma l l urban a s s e m b l e r s range i n s i z e 

from 1.2 to 108 tons o f beans a n n u a l l y . 

Case s t udy i n t e r v i e w s r e v e a l e d t h a t one c o m p e t i t i v e advan -
tage o f sma l l urban a s s e m b l e r s i s t h a t they are ab le to a v o i d the 

o 

c i r c u l a t i o n t a x . By not pay i n g the t ax when the pu rcha se i s made 

from the f a r m e r , a s s emb l e r s show no marg in and are then ab le to 

ac t as i f they t hemse l ve s had produced the beans . 

Smal l r u r a l a s s emb l e r s are u s u a l l y l o c a t e d at c r o s s r o a d s o r 

i n sma l l v i l l a g e s . I t i s e s t i m a t e d t h a t the re are 179 sma l l r u r a l 

a s s e m b l e r s i n the A l - P e area and 13 i n I r e c e . Smal l r u r a l a s sem-

b l e r s range i n s i z e from 1.4 to 120 ton s per y e a r . L i k e sma l l u r -

ban a s s e m b l e r s , these r u r a l f i r m s a l s o s p e c i a l i z e i n s u p p l y i n g 

c r e d i t to f a r m e r s . 

2 
The c i r c u l a t i o n tax i s a t ax on the g r o s s m a r g i n - - d i f f e r e n c e 

between buy i ng and s e l l i n g p r i c e - - f o r any t r a n s a c t i o n . At the time 
o f the s t udy the marg in t ax was 18%. 
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I t i n e r a n t t r u c k e r - a s s e m b l e r s t r a v e l from market to market 

s p e c i a l i z i n g i n a r b i t r a g e a c t i v i t i e s . They t y p i c a l l y deal i n 6 -

to 8 - t o n l o t s . Some t r u c k e r s have t h e i r own t r u c k s , w h i l e o t h e r s 

r e n t one or more f o r the pu rpo se o f b u y i n g , t r a n s p o r t i n g and s e l l -

i n g farm p r o d u c t s . A few i t i n e r a n t t r u c k e r s i n the N o r t h e a s t have 

done we l l enough to r e n t warehouses at s e v e r a l p o i n t s i n the major 

bean p r o d u c i n g a r e a s . A c c o r d i n g to o t h e r b u y e r s , t r u c k e r s have 

been e f f e c t i v e tax e v a d e r s . 

Compe t i t i v e B e h a v i o r 

Bean a s sembly markets appear to be r e a s o n a b l y c o m p e t i t i v e . 

The l a r g e number of buyer s i n the market has so f a r p r e ven ted the 

emergence of any s t r o n g monopoly e l e m e n t s . The r e l a t i v e l y easy 

c o n d i t i o n s o f e n t r y and e x i t c o n t r i b u t e to a s t r u c t u r e of many 

sma l l f i r m s . Even w i th t h i s s t r u c t u r e , t he re are f a c t o r s which 

l i m i t c o m p e t i t i v e b e h a v i o r . A m a j o r i t y of a s s e m b l e r s , 68%, d i d 

not v iew e x c e s s i v e c o m p e t i t i o n as a b a r r i e r to t h e i r e x p a n s i o n . 

The s i z e of f i r m and a mode rn i t y i ndex were both t e s t e d a g a i n s t 

a s s e m b l e r s ' v iews o f c o m p e t i t i o n as a b a r r i e r . No s i g n i f i c a n t 

r e l a t i o n s h i p s were found. The view h e l d by a s s e m b l e r s t h a t com-

p e t i t i o n was not a b a r r i e r to e x p a n s i o n c o u l d be due to two f a c -

t o r s . One i s t h a t , i n an a t o m i s t i c market s t r u c t u r e , a l l f i r m s 

are ab le to ope ra te i n d e p e n d e n t l y w i t h o u t r e g a r d f o r i n t e r f i r m 

e f f e c t s . S e c o n d l y , a t o m i s t i c a s s e m b l e r s who have not f e l t the 

e f f e c t o f a chang i ng market s t r u c t u r e are not aware of c o m p e t i t i o n 

as a b a r r i e r . 

Compe t i t i on may a l s o be r e s t r i c t e d i n these a reas by i n f o r m -

al p r o cedu re s among a s s e m b l e r s . The a t t i t u d e of a s s e m b l e r s toward 

c o m p e t i t i o n i s r e v e a l e d i n the f o l l o w i n g s t a t e m e n t : "The b u s i n e s s -

men who pay more i n o r de r to buy more are not we l l r ega rded by 

o t h e r s . " T h i r t y - t w o pe r cen t ag reed . When t e s t e d a g a i n s t s c o r e s 

on a modern i t y i n d e x , a s i g n i f i c a n t r e l a t i o n s h i p was found. S o c i a l 

s a n c t i o n s a g a i n s t c o m p e t i t i o n d i f f e r among f i r m s ( Tab l e 9 . 1 0 ) . 

Among the more modern, 70% b e l i e v e such s a n c t i o n s do e x i s t . A 

p l a u s i b l e e x p l a n a t i o n f o r t h i s d i f f e r e n c e may be t h a t s o c i a l s a n c -

t i o n s a g a i n s t c o m p e t i t i o n e x i s t but not a l l buye r s are aware o f 

them. The t r a d i t i o n a l buyer s who have never p a i d h i g h e r p r i c e s to 

g a i n a g r e a t e r market s ha re may be unaware of such s o c i a l s a n c t i o n s . 

The moderns , on the o t h e r hand, may have become more p r i c e - c o m p e t i -

t i v e and d i s c o v e r e d tha t such s a n c t i o n s do e x i s t . 

P r i c e c o l l u s i o n i s a no the r means o f r e d u c i n g c o m p e t i t i o n . 

Each a s s emb le r was asked i f any of h i s c o m p e t i t o r s had eve r i n v i t e d 



Table 9 .10 R e l a t i o n s h i p o f S c o r e s on M o d e r n i t y I ndex to 
Buyer A t t i t u d e s toward P r i c e Compe t i t i o n 

S o c i a l S a n c t i o n s 
A g a i n s t P r i c e 

Competi t i on 

S co re on M o d e r n i t y I ndex S o c i a l S a n c t i o n s 
A g a i n s t P r i c e 

Competi t i on Lower T h i r d M i d d l e T h i r d Upper Thi rd 

Do E x i s t 

Do Not E x i s t 

47% 

53% 

18% 

82% 

70% 

30% 

SOURCE: SUDENE/MSU A s semb le r Su r vey ( 1 9 6 7 ) . 

him to make a p r i c e agreement w i th them. T w e n t y - e i g h t pe r cen t had 

and 72% had no t . These r e s p o n s e s were t e s t e d f o r t h e i r r e l a t i o n -

s h i p to the s i z e o f f i r m and mode rn i t y i n d e x . No s i g n i f i c a n t r e l a -

t i o n s h i p s were found. 

The t i e d s a l e agreements between a s s e m b l e r s and p r o d u c e r s can 

a l s o r e s t r i c t the degree o f c o m p e t i t i o n i n the s y s t em. S i n c e most 

o f these l o an s go to sma l l f a r m e r s , the t i e d s a l e a r rangement can 

reduce the b a r g a i n i n g power of sma l l p r o d u c e r s . However, 76% o f 

the p r o d u c e r s s a i d they never s o l d beans f o r l a t e r payment to any -

one. T h u s , t i e d s a l e agreements and s a l e s f o r d e f e r r e d payment may 

reduce the b a r g a i n i n g power f o r l e s s than 1/4 o f the p r o d u c e r s . 

P r i c e s and M a r g i n s 

S i n c e much o f the v a r i a t i o n i n income i s due to p r i c e v a r i a -

t i o n , i t i s n e c e s s a r y to compare farm p r i c e s i n both a r e a s . The 

o v e r - a l l average bean p r i c e was NCr$0.34 per k i l o . The p r i c e i n 

the I r e c e area ave raged NCr$0.41 per k i l o and i n the A l - P e area i t 

a ve raged NCr$0 .31 per k i l o . Bean p r i c e s r e c e i v e d by fa rmer s i n 

t h i s sample s u r v e y ranged from NCr$0 .13 to NCr$0.67 per k i l o d u r i n g 

1966. The h i g h e r average p r i c e r e c e i v e d by bean p r o d u c e r s i n I r e c e 

i s a s s o c i a t e d w i th a s e a s o n a l p r i c e a d v a n t a g e , b e t t e r q u a l i t y beans 

and improved market c o o r d i n a t i o n . There was a s u b s t a n t i a l s e a s o n a l 

v a r i a t i o n i n the farm p r i c e o f beans i n 1966. The average Septem-

ber p r i c e was s l i g h t l y more than 50% of the p r i c e i n May, the month 

w i th the h i g h e s t p r i c e (Tab le 9 . 1 1 ) . 

A s s emb le r g r o s s ma r ke t i n g ma r g i n s were determined by a s k i n g 

f i r m s what they t hough t was the minimum mark-up needed to cove r a l l 

c o s t s and p r o v i d e a normal p r o f i t . An average mark-up o f 5 . 8 cen -

tavo s per k i l o was s a i d to be n e c e s s a r y . T h i s mark-up r e p r e s e n t s 

an average of a wide v a r i e t y o f a s s emb le r t y p e s , some of whom may 



Tab le 9 11 Month l y D i s t r i b u t i o n o f S a l e s 
T r a n s a c t i o n s and Farm P r i c e s , 1966 

Month 

Pe rcen t of S a l e s i n : 
A v e r a g e 3 

Farm P r i c e 
P r i ce 
Index 

Month 

I recé Al -Pe 
Combi ned 

Areas 

A v e r a g e 3 

Farm P r i c e 
P r i ce 
Index 

Jan u a ry 4. 2% 11 .2% 8.8% 30 .33 100.0 
Februa ry 6. 9 5 .0 5 .5 32 .59 107 .4 
March 34. 6 2 .9 10.4 38 .90 128 .2 
Ap r i 1 24. 8 3 . 5 8 .1 40 .44 133 . 3 
May 10. 3 1 .7 5. 8 42 .61 140.4 
June 4. 2 - 1.0 40 . 50 b 133 .3 
J u l y 1 . 5 - 0 . 3 20 . 00 b 65 .9 
Augus t - - 4 .6 6 . 8 22 .40 73 .8 
September 1 . 5 19 .6 15.7 22 .15 73.0 
Octobe r 1. 5 17 .5 10.7 31 .61 104 .2 
November - - 19 .2 14.9 31 .67 104 .4 
Decembe r 1. 5 15 .0 12.0 31 .58 104.1 

TOTAL 100. 0 100 .0 100.0 

a Ave r a ge farm p r i c e f o r the combined a reas i s i n cen tavo s 
o f new c r u z e i r o s per k i l o . 

b Months w i th l e s s than 10 o b s e r v a t i o n s . Data may be 
b i a s e d . 

SOURCE: SUDENE/MSU Farmer Su r vey ( 1 9 6 7 ) . 

have h i g h e r or lower marg in s than the a ve rage . I t seems l i k e l y 

t ha t l o c a l a s s emb l e r s who must s e l l to ano the r i n t e r m e d i a r y have 

lower marg i n s than i t i n e r a n t a s s e m b l e r s who buy at the farm and 

s e l l at w h o l e s a l e or r e t a i l . N e v e r t h e l e s s , a gene ra l i dea o f the 

g r o s s marg in of a s s emb le r s can be o b t a i n e d by d i v i d i n g t h i s a v e r -

age mark-up by a base p r i c e c a l c u l a t e d by t a k i n g the average farm 

p r i c e f o r 1966 and add ing to i t the average mark-up i n d i c a t e d by 

a s s e m b l e r s . The r e s u l t i n g marg in i s 14 .5%. 

Market I n f o r m a t i o n 

At the p r e s e n t t ime, the a s s e m b l e r s ' main s o u r c e o f market 

i n f o r m a t i o n i s from o t h e r bu s ine s smen i n the community ( 4 4 % ) , d i -

r e c t o b s e r v a t i o n i n the l o c a l markets ( 2 8 % ) , p r i v a t e r a d i o ( 9 % ) , 

commercial r ad i o ( 7 % ) , o u t - o f - t o w n buyer s (5%) and o t h e r ( 7 % ) . 



Thus , a s s e m b l e r s do not depend upon the mass media f o r ma r ke t i n -

f o r m a t i o n . The main s o u r c e o f i n f o r m a t i o n a l s o v a r i e s by s i z e o f 

a s s e m b l e r . The l a r g e c o o r d i n a t e d a s s e m b l e r s r e l y upon w h o l e s a l e r s 

and t e l e g r a m s to the u rban c e n t e r f o r t h e i r i n f o r m a t i o n . The 

i t i n e r a n t t r u c k e r a l s o r e l i e s upon w h o l e s a l e r s f o r h i s i n f o r m a t i o n . 

M e d i u m - s i z e d a s s e m b l e r s have l e s s c o n t a c t w i t h u rban c e n t e r s , so 

they must r e l y more h e a v i l y upon l o c a l ma r ke t i n f o r m a t i o n . Sma l l 

a s s e m b l e r s must r e l y e n t i r e l y upon the l o c a l marke t f o r t h e i r i n -

f o r m a t i o n . T h u s , l a r g e a s s e m b l e r s w i t h d i r e c t i n f o r m a t i o n c o n t a c t s 

have the b e s t i n f o r m a t i o n abou t u rban ma r ke t c o n d i t i o n s . 

A s s e m b l e r r e s p o n s e to the f o l l o w i n g q u e s t i o n d e m o n s t r a t e s 

t h a t l a c k o f market i n f o r m a t i o n can be a b a r r i e r : " I can t a k e a d -

v a n t a g e o f my s u p p l i e r s e a s i l y becau se t hey d o n ' t know much abou t 

p r i c e s . " A s i g n i f i c a n t r e l a t i o n s h i p e x i s t s between the s i z e o f a 

f i r m and i t s i n f o r m a t i o n a d v a n t a g e r e l a t i v e to i t s s u p p l i e r s ( T a b l e 

9 . 1 2 ) . The l a r g e f i r m s have a g r e a t e r i n f o r m a t i o n a d v a n t a g e r e l a -

t i v e to s u p p l i e r s t h a n do s m a l l f i r m s . T h i s i s n o t to s a y t h a t 

t h e s e f i r m s are e x p l o i t i n g s u p p l i e r s as a r e s u l t o f t h e i r p o s i t i o n , 

b u t o n l y t h a t the o p p o r t u n i t y f o r them to do so does e x i s t . T h u s , 

i m p r o v e d ma rke t i n f o r m a t i o n c o u l d bo th i n c r e a s e c o m p e t i t i o n and im-

p r o ve the o v e r - a l l c o o r d i n a t i o n o f the s y s t e m by k e e p i n g p r o d u c e r s 

and a s s e m b l e r s w e l l i n f o r m e d . 

Tab l e 9 . 1 2 R e l a t i o n s h i p o f S i z e o f F i rm to i t s M a r k e t 
I n f o r m a t i o n A d v a n t a g e o v e r S u p p l i e r s 

F i rm S a l e s i n NCr$ 

A s s e m b l e r s Have I n f o r m a t i o n 
A d v a n t a g e F i rm S a l e s i n NCr$ 

Ag ree Di s a g r e e 

0 - 4 2 , 5 0 0 

42 ,501 - 1 , 0 0 0 , 0 0 0 

39% 

81 

61% 

19 

SOURCE: SUDENE/MSU A s s e m b l e r S u r v e y ( 1 9 6 7 ) . 

S i x t y - s i x p e r c e n t o f bean p r o d u c e r s l e a r n abou t p r i c e s f rom 

the bean b u y e r s , 15% f rom t h e i r n e i g h b o r s , and 14% o b t a i n t h e i r 

p r i c e i n f o r m a t i o n a t the f e i r a s . L e s s t h a n 1% o b t a i n e d p r i c e i n -

f o r m a t i o n by r a d i o . T h u s , i t i s e v i d e n t t h a t bean p r o d u c e r s a re 

v e r y dependent upon b u y e r s f o r p r i c e i n f o r m a t i o n . Bean p r o d u c e r s , 



on the a v e r a g e , s o l d to o n l y two d i f f e r e n t b u y e r s i n 1966 . B e f o r e 

s e l l i n g , p r o d u c e r s were c o n t a c t e d by an a ve r a ge o f t h r e e d i f f e r e n t 

b u y e r s . 

G r a d i n g and Q u a l i t y Improvement 

I n the bean i n d u s t r y , q u a l i t y i s an i m p o r t a n t f a c t o r a f f e c t -

i n g the s a l a b i l i t y o f the p r o d u c t . T ype , v a r i e t y , c o l o r , c l e a n l i -

n e s s and the h a r d n e s s o r s o f t n e s s o f the bean de te rm ine i t s consumer 

a c c e p t a b i l i t y . H i g h e r p r i c e s can be r e c e i v e d f o r b r i g h t , c l e a n and 

s o f t beans than f o r beans h a v i n g the o p p o s i t e s o f t h e s e q u a l i t i e s . 

However , i t i s d i f f i c u l t to s t a t e w i t h a c c u r a c y the amount o f t h i s 

p r i c e d i f f e r e n t i a l . 

B u ye r s n o r m a l l y i n s p e c t beans p e r s o n a l l y a t the t ime o f p u r -

c h a s e . Beans a re i n s p e c t e d f o r t y p e , v a r i e t y , c l e a n l i n e s s and h a r d -

n e s s . Mulatinho, the most p r e f e r r e d type o f bean , commands the 

h i g h e s t p r i c e i n the ma r ke t . Beans b e g i n to l o s e t h e i r s o f t n e s s as 

s o o n as they are h a r v e s t e d . As beans h a r d e n , c o o k i n g t ime i n c r e a s e s 

and p a l a t a b i l i t y d e c r e a s e s . C l e a n l i n e s s i s a n o t h e r s e r i o u s p rob lem 

w i t h b e a n s . Samples o f beans bough t by p r o j e c t p e r s o n n e l i n R e c i f e 

had 4 - 5% and even more o f t h e i r w e i g h t made up o f r o c k s and o t h e r 

f o r e i g n m a t e r i a l . Farmers a re o f t e n a c c u s e d o f c h e a t i n g on w e i g h t s . 

Howeve r , the p r e s e n c e o f f o r e i g n m a t e r i a l may be l a r g e l y due to 

p r i m i t i v e h a r v e s t i n g methods . For most a s s e m b l e r s , t h i s p e r s o n a l 

g r a d i n g s y s t e m i s e x p e n s i v e and t ime c o n s u m i n g . 

At the t ime o f s a l e , the w e i g h t o f each s ack i s d e t e rm ined on 

s c a l e s g e n e r a l l y owned by the b u y e r s . S i x t y - s i x p e r c e n t o f f a r m e r s 

b e l i e v e t h a t b u y e r s a re g i v i n g them h o n e s t w e i g h t s , but 24% do not 

t h i n k s o . Ten p e r c e n t do not know whe the r they are b e i n g c h e a t e d . 

About 36% o f bean f a r m e r s have t h e i r own s c a l e s wh ich can be used 

as a check a g a i n s t the b u y e r s ' w e i g h t s . 

On l y l a r g e a s s e m b l e r s who have a good r e p u t a t i o n w i t h w h o l e -

s a l e r s are ab l e to make s a l e s t r a n s a c t i o n s by d e s c r i p t i o n . A l l 

o t h e r a s s e m b l e r s must r e l y on more e x p e n s i v e methods o f t r a n s a c t i o n . 

The u s ua l method i s t a k i n g bean s amp le s to urban ma r ke t s where 

w h o l e s a l e r s can i n s p e c t the samp le s p r i o r to p u r c h a s e . Sh ipment i s 

then made on the b a s i s o f the s amp le . O c c a s i o n a l l y , the buye r d i s -

c o v e r s t h a t the s h i pmen t i s o f l ower q u a l i t y than the s amp l e . When 

t h i s o c c u r s , the t r a n s a c t i o n must be r e n e g o t i a t e d . T h i s may mean 

a c c e p t i n g a l ower p r i c e f rom the p r e s e n t buye r o r mak ing a n o t h e r 

t r i p to the urban c e n t e r to l o o k f o r o t h e r b u y e r s . T h u s , the add-

ed expense and r i s k o f s e l l i n g to w h o l e s a l e r s i n the u rban ma rke t s 



are o b s t a c l e s to more d i r e c t s e l l i n g . The l ack o f an o p e r a t i o n a l 

s t a n d a r d f o r d e t e r m i n i n g g r ade s i n c r e a s e s the c o s t and r i s k o f 

making market t r a n s a c t i o n s . 

There are d i f f i c u l t i e s i n v o l v e d i n communicat ing consumer 

p r e f e r e n c e s to f a r m e r s . T h i s problem b e g i n s w i th the r e t a i l e r 

who i s not aware o f consumer p r e f e r e n c e s and i n c r e a s e s as the 

i n f o r m a t i o n must pa s s t h rough each marke te r from r e t a i l e r to p r o -

duce r . A s semb le r a t t i t u d e s toward q u a l i t y and q u a l i t y awareness 

dec rea se as the s i g n a l g e t s f a r t h e r from consumer s . Q u a l i t y s i g -

n a l s and awareness o f q u a l i t y seem to be q u i t e h i g h between 

w h o l e s a l e r s and l a r g e a s s e m b l e r s , but a major breakdown i n the 

t r a n s m i s s i o n of p r o d u c t q u a l i t y s i g n a l s o c c u r s at the sma l l a s sem-

b l e r l e v e l . As e v i d e n c e , 78% o f a l l bean a s s e m b l e r s i n d i c a t e d 

t h a t they r e c o g n i z e what q u a l i t y o f p r o d u c t s t h e i r buye r s p r e f e r 

and u s u a l l y s u p p l y those needs . La rge a s s emb l e r s t r a n s m i t q u a l i t y 

i n f o r m a t i o n to sma l l a s s e m b l e r s , but sma l l a s s e m b l e r s t r a n s m i t 

ve ry l i t t l e q u a l i t y i n f o r m a t i o n to p r o d u c e r s . On ly 25 -29% i n f o r m 

p r o d u c e r s o f buyer p r e f e r e n c e s . Thus, a s s e m b l e r s are not e f f e c t i v e -

l y t r a n s m i t t i n g q u a l i t y i n f o r m a t i o n to f a r m e r s . 

S t o r a g e 

Bean a s s emb le r s have much more s t o r a g e c a p a c i t y than bean 

g rower s (Tab le 9 . 1 3 ) . Bean g rower s i n I r e c e a l s o have more s t o r -

age c a p a c i t y than A l - P e g r o w e r s , but the A l - P e g rower s s t o r e d 

more beans i n 1966. The r eade r i s reminded t h a t I r e c e bean p r i c e s 

were h i gh at h a r v e s t time i n 1966 so the re was l i t t l e i n c e n t i v e to 

s t o r e beans . 

Tab le 9 . 1 3 S t o r a g e C a p a c i t y and Ac tua l Q u a n t i t y 
S t o r e d by Bean A s s emb le r s & G rowe r s , 
1966 ( i n k i l o s ) 

Bean A s s emb le r s 
Bean Growers 

Bean A s s emb le r s 

I r e c e A l - P e 

S t o r a g e c a p a c i t y 

Q u a n t i t y s t o r e d two months 
a f t e r h a r v e s t 

Q u a n t i t y s t o r e d as pe rcen t 
of s t o r a g e c a p a c i t y 

116 ,792 

22 , 033 

18 .8 

12 ,540 4 , 725 

1 ,707 2 , 672 

13 .6 56 .5 

SOURCE: SUDENE/MSU A s s emb le r and Farmer S u r v e y s ( 1 9 6 7 ) . 
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Because many bean p r oduce r s (75%) d i d not s t o r e bean s , they 

were asked f o r the r ea son s why they d i d no t . Nea r l y 47% s o l d 

t h e i r beans at h a r v e s t time because they needed money to buy food 

and med i c i ne s f o r t h e i r f a m i l i e s . Twenty-two pe r cen t s o l d t h e i r 

beans because of a need to repay a l o a n . Only 3% thought t ha t i t 

d i d not pay to s t o r e beans . A very sma l l amount (2%) d i d not have 

any method o f s t o r i n g beans on the farm. Thu s , the need f o r money 

seems to be the major rea son why p r oduce r s s e l l beans at h a r v e s t 

t i me. 

The s t o r a g e and h a n d l i n g l o s s e s f o r beans are shown i n Tab le 

9 . 1 4 . The t o t a l l o s s e s are g r e a t e r i n the A l - P e channel than i n 

the I r e c e c h a n n e l . In both market channe l s the l o s s e s are h i g h 

and p r o b a b l y c o u l d be reduced w i th improved s t o r a g e f a c i l i t i e s and 

p r a c t i c e s . The amount o f q u a l i t y d e t e r i o r a t i o n which o c cu r s i n 

s t o r a g e may a l s o be an impo r t an t f a c t o r i n d e t e r m i n i n g l o s s e s . Be-

cause o f the d i f f i c u l t y i n e s t a b l i s h i n g the degree o f q u a l i t y 

d e t e r i o r a t i o n i n s t o r e d b e a n s , no e s t i m a t e i s i n c l u d e d i n the above 

da ta . 

Tab le 9 . 14 S t o r a g e and H a n d l i n g L o s s e s f o r 
A l - Pe and I r e c e Market Channe l s 

Beans i n the 
( i n p e r c e n t ) 

Market Su rvey A l - P e I rece 

R e t a i 1 e r 1 .80 1 .80 

W h o l e s a l e r 2 . 77 2 .77 

A s semb le r 3 .80 2 . 3 8 

P roduce r 8 .22 3 .14 

To ta l s t o r a g e and h a n d l i n g 1 os s 16 .59 10 .09 

SOURCE: SUDENE/MSU M a r k e t i n g S u r v e y s ( 1 9 6 7 ) . 

The reade r i s reminded t h a t these l o s s e s are based upon the 

r e s u l t s of s u r ve y da ta . R e t a i l e r s and w h o l e s a l e r s were asked how 

much s p o i l a g e due to r o d e n t s , i n s e c t s , e t c . , they had out of each 

100 u n i t s s o l d . Farmers and a s s emb l e r s were asked how much they 

s t o r e d and then how much o f what they s t o r e d was l o s t due to i n -

s e c t s , r o d e n t s , e t c . T h u s , the l o s s data are determined by r e s p o n -

se s to these q u e s t i o n s r a t h e r than by c o n t r o l l e d e xpe r imen t . 

Metal s i l o s are the most popu l a r means o f s t o r i n g beans i n 

r u r a l a reas (Tab le 9 . 1 5 ) . With good s t o r a g e p r a c t i c e s , bean s t o r a g e 



l o s s e s can be reduced to an i n s i g n i f i c a n t l e v e l i n these s i l o s . 

The s i l o s h o l d an average o f 600 k i l o s and c o s t about NCr$150. 

S i n c e they l a s t f o r about 20 y e a r s , the d e p r e c i a t i o n on the s i l o 

i s ve ry low. 

Tab le 9 .15 Types o f S t o r a g e Used by 
Bean A s semb le r s and P roduce r s 

Type o f S t o r a g e Pe r cen t U s i ng Type o f S t o r a g e 

A s semb le r s P roduce r s 

Metal s i l o s 

Sacks i n wood or cement 
warehouse 

Sack s i n home 

Bu lk s t o r a g e 

Sack s on g round 

Other 

TOTAL 

44% 46% 

34 34 

11 19 

2 0 

7 0 

2 1 

100.0 100.0 

SOURCE: SUDENE/MSU A s semb le r and Farmer S u r v e y s ( 1 9 6 7 ) . 

The s i l o s may be pu rcha sed ready-made or b u i l t on s i t e from 

s h e e t me ta l . They are u s u a l l y about 2 - 3 m. t a l l and 1/2 -1 m. i n 

d i amete r . There i s a smal l ho le at the top used when f i l l i n g the 

s i l o and a second sma l l ho le at the bottom from which i t can be 

empt ied. Once the s i l o has been f i l l e d , the ho l e s are s e a l e d w i th 

a wax ( u s u a l l y bees -wax) to c r ea te an a i r t i g h t c o n t a i n e r . Beans 

can then be s t o r e d i n good c o n d i t i o n f o r p e r i o d s as l ong as one 

y e a r . I f the m o i s t u r e con ten t o f the beans i s 16% or above and 

the r e l a t i v e hum id i t y i s 75% i n the s i J o under normal dayt ime tem-

p e r a t u r e s o f the N o r t h e a s t , s t o r a g e l i f e i s s h o r t e n e d 3 -6 months. 

However, w i t h a m o i s t u r e content o f 15% or lower f o r the beans and 

about 65% r e l a t i v e h u m i d i t y , the beans can be s t o r e d i n good con -

d i t i o n f o r more than one y e a r . I n s e c t damage i n s i l o s i s low i f 

beans are i n s e c t - f r e e when s t o r e d . I f i n s e c t s are p r e s e n t , beans 

must be t r e a t e d be fo re s t o r a g e . The i n f o r m a t i o n a v a i l a b l e on the 

problem o f h a r d e n i n g s u g g e s t s t h a t d i f f e r e n c e s i n v a r i e t i e s and 

g row ing c o n d i t i o n s are more impo r t an t de te rm inan t s of the r a te o f 

seed coat h a r den i n g than i s l e n g t h of s t o r a g e . S t o r a g e up to one 



y e a r i n these s i l o s appears to be an e f f e c t i v e , l o w - c o s t means o f 3 
s t o r a g e . 

The average farm p r i c e data f o r 1966 showed a change o f about 

NCr$ .20 per k i l o i n the n ine months from h a r v e s t ( September ) to 

the h i g h e s t p r i c e o f the y e a r (May ) . S t o r a g e f o r t h i s t ime p e r i o d 

would have been p r o f i t a b l e , s i n c e s t o r a g e c o s t s are NCr$0.12 per 

k i l o f o r n ine months . T h i s assumes a f i x e d c o s t f o r d e p r e c i a t i o n 

and f u m i g a t i o n , but a v a r i a b l e c o s t f o r the borrowed money. F i xed 

c o s t s are NCr$0 .03 per k i l o and v a r i a b l e c o s t s are NCr$0 .01 per 

k i l o per month (Tab le 9 . 1 6 ) . 

Tab le 9 .16 Annual On-Farm 
per K i l o g r a m i n 

Bean S t o r a g e Co s t s 
N o r t h e a s t B r a z i l , 1966 

Cos t o f Item Annual Cos t per K i l o 
i n NCr$ a 

S i l o d e p r e c i a t i o n 0 .02 

Fumigant c o s t , e t c . 0 . 0 1 

Cos t of bo r r ow ing 0 .12 

TOTAL NCr$0.15 

The c a l c u l a t i o n s assume an annual i n t e r e s t r a te o f 36% 
f o r 1966. Other c o s t s are based upon e s t i m a t e s of a c t ua l 
s t o r a g e expenses i n N o r t h e a s t B r a z i l . A charge f o r l o s s e s 
due to h a n d l i n g , s h r i n k a g e and d e t e r i o r a t i o n i s no t made 
s i n c e t h i s l o s s i s n e g l i g i b l e under p rope r s t o r a g e c o n d i t i o n s . 

SOURCE: SUDENE/MSU Case S t u d i e s ( 1 9 6 7 ) . 

Three months ' s t o r a g e would c o s t NCr$0 .06 per k i l o u s i n g the 

same p r o cedu re . The r e t u r n f o r t h i s s t o r a g e would have been 

NCr$0 .09 per k i l o from September to November 1966. Thu s , s t o r a g e 

would have been p r o f i t a b l e i n 1966 d u r i n g the p o s t - h a r v e s t p e r i o d . 

S t o r a g e , however, i s not p r o f i t a b l e i f s p o i l a g e r a t e s are h i g h . 

C r e d i t 

About 41% of a l l bean a s s emb l e r s i n the s u r v e y advanced 

c r e d i t to f a rmer s i n 1966. Most a s s emb le r l o an s are made to sma l l 

f a rmer s whether the s ou r ce i s d i r e c t l y from sma l l and med ium- s i zed 

a s s emb l e r s o r by l a r g e a s s e m b l e r s t h rough sma l l a s s e m b l e r s . Mos t 

3 
T h i s i n f o r m a t i o n i s based upon a c o n v e r s a t i o n w i th S . T . Dex-

t e r , Crop S c i e n t i s t , Department o f Crop S c i e n c e , M i c h i g a n S t a t e 
U n i v e r s i t y , May 1968. 



o t h e r f a rmer s r e l y on bank c r e d i t or p r i v a t e c a p i t a l . A s s emb l e r s 

l oaned an average t o t a l o f NC r$4 ,765 to a l l t h e i r s u p p l i e r s i n 1966. 

An average o f 34 p e r s o n s r e c e i v e d t h i s c r e d i t , which amounts to 

NCr$ l 40 per bo r r owe r . Most o f the money i s l oaned d u r i n g the g row-

i n g s ea son and r e p a i d at or s h o r t l y a f t e r h a r v e s t . The average 

d u r a t i o n of a s s emb le r l oan s to f a rmer s was on l y 6 .6 weeks , so i t i s 

very s h o r t - t e r m c r e d i t . 

Among tho se a s s e m b l e r s who loan money to t h e i r s u p p l i e r s , 

the re were v a r i o u s c r i t e r i a used to e v a l u a t e the s u p p l i e r s . The 

c r i t e r i o n used by 71% of the l a r g e f i r m s was the amount o f p r o d u c -

t i o n f o r t h a t p a r t i c u l a r s u p p l i e r , w h i l e o n l y 9% o f the sma l l f i r m s 

used t h i s c r i t e r i o n (Tab le 9 . 1 7 ) . Thu s , the sma l l f i r m s w i l l base 

t h e i r d e c i s i o n s to make l o an s on more s u b j e c t i v e f a c t o r s , w h i l e 

l a r g e f i r m s r e l y more h e a v i l y on the o b j e c t i v e f a c t o r s . E i t h e r 

method seems to g i v e s a t i s f a c t o r y r e s u l t s , because the number o f 

bad debt l o s s e s does not va r y s i g n i f i c a n t l y w i th s i z e of f i r m . Yet 

o n l y 62% of a l l bean a s s emb l e r s borrowed money i n 1966. T h i s i s a 

b i t s u r p r i s i n g i n l i g h t of the f a c t t h a t when a s s e m b l e r s a sked what 

f a c t o r s p r e ven ted them from expand ing t h e i r b u s i n e s s , 87% ment ioned 

l a c k o f wo r k i n g c a p i t a l and 76% ment ioned u n a v a i l a b i l i t y o f c r e d i t . 

Obvi o u s l y , some a s s emb l e r s are c on ten t to opera te w i t h o u t borrowed 

c a p i t a l w h i l e some f ee l they are unab le to expand due to i nadequa te 

f i n a n c i n g . 

Tab le 9 .17 C r i t e r i a Used i n Mak ing S u p p l i e r 
Loans as a F u n c t i o n o f Firm S i z e 

C r i t e r i o n f o r Loan 
F i rm S a l e s i n NCr$ 1966 

C r i t e r i o n f o r Loan 
1 - 4 2 , 5 0 0 4 2 , 5 0 1 - 1 , 0 0 0 , 0 0 0 

Farm p r o d u c t i o n 

P e r s o n a l t i e s 

Fami l y and k i n s h i p 
t i e s 

9% 71% 

63% 22% 

2 8% 7% 

SOURCE: SUDENE/MSU A s semb le r Su r vey ( 1 9 6 7 ) . 

The i n t e r e s t r a t e s p a i d by a s s e m b l e r s depend g r e a t l y upon the 

s ou r ce o f t h a t c r e d i t . I t i s o b v i o u s from Tab le 9 . 1 8 t h a t the l e a s t 

c o s t l y and most p o p u l a r s ou r ce o f c r e d i t i s government bank s . The 



next most p o p u l a r s ou r ce of c r e d i t i s the money lender who cha rge s 

a h i g h r a t e o f i n t e r e s t . Money lende r s make the h i g h r i s k l o an s 

which no one e l s e i s w i l l i n g o r ab le to make. 

Table 9 . 1 8 Month l y I n t e r e s t 
Bean A s semb le r s 

Rates P a i d by 
by Source o f C r e d i t 

Sou rce Month l y 
I n t e r e s t Rate 

Pe rcent Bo r r ow ing 
from t h a t Sou rce 

Government banks 2 .2% 36.4% 

P r i v a t e banks 3 .5 18.5 

F r i e n d s and r e l a t i v e s 2 . 3 18 .6 

Money lende r s 4 . 4 21 .5 

Other 4 . 8 5 .0 

SOURCE: SUDENE/MSU A s semb le r Su r vey ( 1 9 6 7 ) . 

A c c o r d i n g to the I n t e r n a t i o n a l Monetary Fund, the annual r a te 

o f i n f l a t i o n f o r B r a z i l was 36% i n 1 9 6 6 . 4 At t h i s r a te o f i n f l a -

t i o n , a s s emb le r s can borrow from government banks f o r an i n t e r e s t 

r a te l e s s than the r a te o f i n f l a t i o n . P r i v a t e banks and*money1end-

e r s charge p o s i t i v e i n t e r e s t r a t e s . Because o f t h e i r own i n t e r e s t 

r a t e s , government banks must r a t i o n t h e i r c r e d i t . Thus the h i gh 

c o s t o f c r e d i t i s a l i m i t i n g f a c t o r on l y f o r those who borrow from 

non-government bank s . The l oans from government banks are a c t u a l l y 

a s u b s i d y at t h i s r a t e . 

The most u r gen t c r e d i t prob lems are the h i g h i n t e r e s t r a t e s 

which some a s s emb le r s pay and the s h o r t a g e of c a p i t a l f o r a s sembly 

market o p e r a t i o n s . The c r e d i t which a s s emb le r s advance to p r oduce r s 

i s a l s o p r i m a r i l y i n the form of p r o d u c t i o n c r e d i t . A s h o r t a g e o f 

ma rke t i n g c r e d i t appears to e x i s t f o r both a s s emb le r s and p r o d u c e r s . 

T r a n s p o r t a t i on 

The types o f roads on which r u r a l a s s emb l e r s are l o c a t e d and 

f o r t ho se i n town the types l e a d i n g i n t o the town may be a s e ve re 

1imi t a t i o n on the ma rke t i n g s y s tem. The l a r g e s t pe r cen tage (25%) 

of the a s s emb le r s i n t e r v i e w e d l i v e d on a road t r a v e l e d on l y by o x -

4 
I n t e r n a t i o n a l F i n a n c i a l S t a t i s t i c s , I n t e r n a t i o n a l Monetary 

Fund, Wa sh i n g t on , D . C . , V o l . 14. 



c a r t . The next l a r g e s t pe r cen tage (24%) l i v e d on g raded d i r t r o a d s , 

and 15% l i v e d on c o b b l e s t o n e s t r e e t s . The r e s t l i v e d on ungraded 

r o a d s . The reade r i s reminded t h a t a m a j o r i t y o f bean p r oduce r s 

l i v e d on roads t h a t can be t r a v e l e d o n l y t h rough use o f an o x c a r t . 

The approx imate impor tance of the s e v e r a l modes o f f a r m - t o -

a s s emb le r t r a n s p o r t a t i o n i s seen i n Tab le 9 . 1 9 . T h i s t a b l e i n d i c a t e s 

the g r e a t e r impor tance o f p r i m i t i v e means o f t r a n s p o r t a t i o n i n A l a -

goas and Pernambuco than i n I r e c e . Th i s i s p a r t i a l l y due to roads 

w i t h g r e a t e r y e a r - r o u n d a c c e s s i b i l i t y to farms i n I r e c e , even though 

un improved. In the A l - P e area the l ack of adequate roads i n r u r a l 

a rea s r e s u l t s i n the need f o r beans to pas s t h r ough a d d i t i o n a l t r a n s -

a c t i o n s from f i e l d to farmhouse to v i l l a g e . T h i s a d d i t i o n a l h a n d l i n g 

by t r a d i t i o n a l methods i s c o s t l y . M o r e o v e r , even a f t e r beans are 

c o l l e c t e d by t r u c k s i n the v i l l a g e s , the c o s t s o f t r a n s p o r t a t i o n to 

a s sembly c e n t e r s are g r e a t . As a r e s u l t of poor road c o n d i t i o n s , the 

rea l r a te of t r u ck d e p r e c i a t i o n i s f r e q u e n t l y h i g h . 

Tab le 9 .19 Predominant Modes o f Bean 
to A s semb le r s ( Pe r cen t o f 

T r a n s p o r t a t i on 
A s s e m b l e r s ) 

Modes o f T r a n s p o r t Al -Pe I recê 

Animal s 16.3% 15.0% 

O x c a r t s 58.2 16.1 

O the r s (on f o o t , e t c . ) 6 .6 0 

Tota l t r a d i t i o n a l modes 81 .1 31 .1 

I ndependent t r u c k e r s 13 .3 2 1 . 3 

S h i p p i n g company t r u c k s 1 .8 1.4 

A s s e m b l e r s ' t r u c k s 3 .6 46 .2 

To ta l m o t o r i z e d modes 18.7 68 .9 

SOURCE: SUDENE/MSU A s s emb le r Su r vey ( 1 9 6 7 ) . 

A poor t r a n s p o r t a t i o n s y s tem i n c r e a s e s the g e o g r a p h i c i s o l a -

t i o n of a s sembly m a r k e t s . These c o n d i t i o n s c r ea te i m p e r f e c t l y com-

p e t i t i v e p roduc t and f a c t o r m a r k e t s . Compe t i t i o n from the o u t s i d e , 

p a r t i c u l a r l y from i t i n e r a n t t r u c k e r s , i s l e s s e n e d because of t h i s 

i s o l a t i o n . In a d d i t i o n , poor roads p l a ce a p h y s i c a l l i m i t a t i o n on 



the s c a l e of t r a n s a c t i o n . Poor r oads pe rpe tua te the e x i s t e n c e o f 

many sma l l f i r m s which hand le these s m a l l - s c a l e t r a n s a c t i o n s . 

Summary 

A l a r g e number o f sma l l buyer s and a few l a r g e buye r s are 

c h a r a c t e r i s t i c of the s t r u c t u r e of bean a s sembly ma r ke t s . The 

market s t r u c t u r e i s c h a r a c t e r i z e d by s e v e r a l t ypes o f b u y e r s , each 

of whom p o s s e s s e s a c e r t a i n degree o f f u n c t i o n a l s p e c i a l i z a t i o n 

a c c o r d i n g to h i s a b i l i t i e s and l o c a t i o n i n the s y s t em. Large f i r m s 

are g e n e r a l l y s p e c i a l i z e d commodity b u y e r s , whereas sma l l f i r m s 

r e l y upon o t h e r o c c u p a t i o n s and e n t e r the market s y s t em f o r o n l y p a r t 

o f the y e a r . La rge and med ium- s i zed f i r m s are more h e a v i l y i n v o l v e d 

i n s t o r a g e , w h i l e sma l l a s s emb l e r s s p e c i a l i z e i n s u p p l y i n g farm 

c r e d i t . There are a few l a r g e f i r m s which r e c o g n i z e t h e i r s t r o n g e r 

p o s i t i o n i n the market and many sma l l f i r m s have v i r t u a l l y no i n d i -

v i d u a l i n f l u e n c e upon a g g r e g a t e ou tpu t or p r i c e . 

The market s t r u c t u r e i s c hang i n g s l o w l y as c o m p e t i t i v e p r e s -

s u r e s f o r c e the s m a l l e r , l e s s e f f i c i e n t f i r m s out o f b u s i n e s s . 

T h i s appear s to be t a k i n g p l a ce more r a p i d l y i n I r e c e than i n the 

A l - P e a rea . One i d e n t i f i a b l e t r e n d i s the c o n t i n u e d r i s e o f i t i n e -

r a n t t r u c k e r - b u y e r s whose d i r e c t buy i n g from p r o d u c e r s and s e l l i n g 

to w h o l e s a l e r s has f o r c e d some t r a d i t i o n a l a s s e m b l e r s out o f b u s i -

n e s s . Chang ing urban market s w i l l i n c r e a s e the c o m p e t i t i v e p r e s -

s u r e s on t r a d i t i o n a l a s semb ly market s t h r ough the i n c r e a s e d use o f 

v e r t i c a l c o o r d i n a t i o n to reduce c o s t s and s t a b i l i z e s u p p l y . The 

t r e n d toward fewer and l a r g e r f i r m s w i l l l i k e l y c o n t i n u e i n r e s p o n s e 

to the chang i ng needs o f the urban m a r k e t s . The p o t e n t i a l e x i s t s 

f o r a s u b s t a n t i a l r e d u c t i o n i n the number of f i r m s . 

A n a l y s i s o f the market channe l s r e v e a l e d t h a t each type o f 

buyer has a d i f f e r e n t i a t e d group from whom he buys and a l s o to whom 

he s e l l s . These a s s e m b l e r s are a l s o s p e c i a l i z e d i n the s e r v i c e s 

they per fo rm f o r s u p p l i e r s . The r e l a t i o n s h i p s were found to be 

q u i t e s t a b l e , a l t h o u g h some changes are t a k i n g p l a c e . One o f t he se 

changes i s the use o f o r d e r buy i ng between w h o l e s a l e r s and l a r g e 

a s s e m b l e r s who have deve loped c o n f i d e n c e i n each o t h e r s ' s amp l e s . 

Ano the r i s the i n c r e a s i n g market s ha re pu r cha sed by i t i n e r a n t t r u c k -

e r - a s s e m b l e r s . The t r u c k e r a c t i v i t i e s which i n c r e a s e the compet i -

t i o n at a l l l e v e l s i n the channel tend to break down some of the 

t r a d i t i o n a l buy i n g and s e l l i n g p a t t e r n s . Fu tu re t r e n d s w i l l be con -

t i n u i n g growth i n the p r o p o r t i o n bought d i r e c t l y from p r o d u c e r s w i th 

a d e c l i n e i n pu r cha se s from o t h e r a s s e m b l e r s . Ano the r change w i l l 



l i k e l y be the emergence of a s s emb le r s a l e s d i r e c t l y to the l a r g e -

s c a l e r e t a i l e r s . Wh i le un impo r t an t at the p r e s e n t t ime , i t i s 

p r obab l e t h a t r e t a i l market changes w i l l l e a d to v e r t i c a l c o o r d i -

n a t i o n or i n t e g r a t i o n i n an e f f o r t to meet c o m p e t i t i v e p r e s s u r e s . 

The channel maps summarize the b a s i c d i f f e r e n c e s i n buy i n g 

and s e l l i n g r e l a t i o n s h i p s f o r both the A l - P e and I r e c é a r e a s . 

The I r e c é channel has fewer types o f buye r s who hand le l a r g e r mar-

ket s h a r e s . A g r e a t e r sha re o f p r o d u c t i o n i s pu r cha sed d i r e c t l y 

from p r o d u c e r s and s o l d to w h o l e s a l e r s i n the I r e c é c h a n n e l . Be-

cause o f t h i s , fewer t r a n s a c t i o n s are needed to move the goods 

t h rough the market c h a n n e l . 

The a n a l y s i s o f market per fo rmance has r e v e a l e d s e v e r a l 

problem a rea s which s u g g e s t t h a t poor c o o r d i n a t i o n does i ndeed 

i n c r e a s e the l e v e l o f market r i s k s and u n c e r t a i n t i e s . La rge 

s p a t i a l p r i c e d i f f e r e n c e s were found i n bean a s semb ly ma r ke t s . 

G ro s s ma rg i n s o f a s s emb l e r s a ve raged 14.5% of t h e i r s e l l i n g 

p r i c e . No g r o s s marg in d i f f e r e n c e s were found between f i r m s . 

These ma rg i n s were c o n s i d e r e d to be r e a s o n a b l e , g i v e n c o n d i t i o n s 

i n the N o r t h e a s t . I n c r e a s e d c o m p e t i t i o n would p r o b a b l y do l i t t l e 

to lower a s s emb le r m a r g i n s . The b y p a s s i n g o f c e r t a i n i n t e r m e -

d i a r i e s i n the channel t h r ough i n c r e a s e d v e r t i c a l i n t e g r a t i o n 

and/or c o o r d i n a t i o n appears to be a mechanism to lower the c o s t 

o f m a r k e t i n g . 

P r i c e i n s t a b i l i t y and s u p p l y u n c e r t a i n t y are b a r r i e r s to 

e x p a n s i o n f o r a m a j o r i t y o f a s s e m b l e r s . Some a s s emb l e r s s t a b i -

l i z e s u p p l y th rough the use o f c r e d i t w i t h t i e d s a l e a r r angement s . 

Ease of e n t r y and e x i t keeps bean a s sembly markets r e a s o n -

ab l y c o m p e t i t i v e i n terms o f numbers o f f i r m s . Most a s s e m b l e r s 

(68%) d i d not view e x c e s s i v e c o m p e t i t i o n as a b a r r i e r to expan -

s i o n . The more modern f i r m s b e l i e v e d t h a t s o c i a l s a n c t i o n s 

a g a i n s t a g g r e s s i v e p r i c e c o m p e t i t i o n do e x i s t . The p o s s i b i l i t y 

o f p r i c e c o l l u s i o n e x i s t s but does not appear to be a s e r i o u s 

prob lem. A " l i v e and l e t l i v e " a t t i t u d e seems to p r e v a i l . Thu s , 

l a r g e numbers o f sma l l f i r m s do not a lways imp ly a g g r e s s i v e com-

pe t i t i on. 

L i t t l e market i n f o r m a t i o n i s a v a i l a b l e th rough the mass 

media at the p r e s e n t t ime. Large a s s emb l e r s who ge t market i n -

f o r m a t i o n from the urban c e n t e r s are the be s t i n fo rmed group o f 

a s s e m b l e r s . Medium and s m a l l - s i z e d a s s emb le r s must r e l y upon 

o t h e r a s s emb l e r s f o r t h e i r i n f o r m a t i o n . Such i n f o r m a t i o n i s g en -

e r a l l y i nadequa te and f r e q u e n t l y i n a c c u r a t e . Most l a r g e assem-

b l e r s (81%) ag reed t h a t they have an i n f o r m a t i o n advantage ove r 



t h e i r s u p p l i e r s . P r oduce r s a l s o o b t a i n p r i c e i n f o r m a t i o n from 

the l o c a l a s s e m b l e r s . No o u t s i d e s ou r ce o f market i n f o r m a t i o n i s 

a v a i l a b l e . 

The l a ck of an e f f e c t i v e g r a d i n g s y s tem i n c r e a s e s the c o s t 

o f s a l e s t r a n s a c t i o n s . Only l a r g e a s s e m b l e r s w i t h good r e p u t a t i o n s 

can make s a l e s t r a n s a c t i o n s by d e s c r i p t i o n . A l l o t h e r a s s emb l e r s 

must b r i n g samples to buyer s and make the s a l e i n p e r s o n . Th i s i s 

e x p e n s i v e and t ime - con sum ing . I n f o r m a t i o n on p r oduc t q u a l i t y 

( c o l o r , c l e a n l i n e s s , e t c . ) seems adequate between l a r g e a s s emb le r s 

and sma l l a s s emb l e r s and poor between sma l l a s s emb l e r s and p r o d u -

ce r s . 

Bean a s s emb l e r s have more s t o r a g e c a p a c i t y and s t o r e more 

beans than p r o d u c e r s . Large a s s e m b l e r s s t o r e more than sma l l a s -

s e m b l e r s . A s h o r t a g e o f c r e d i t , r i s k s of p r i c e change , and s p o i l -

age r i s k s are impo r t an t b a r r i e r s to bean s t o r a g e among a s s emb l e r s 

and p r o d u c e r s . Large f i r m s , however , p e r c e i v e fewer b a r r i e r s than 

sma l l f i r m s . S t o r a g e and h a n d l i n g l o s s e s are h i g h , 16% and 10% i n 

the A l - P e and I r e c § market c h a n n e l s , r e s p e c t i v e l y . Le s s than h a l f 

o f the p r oduce r s and a s s e m b l e r s use the metal s i l o , which i s the 

most e f f e c t i v e means o f s t o r a g e a v a i l a b l e i n these a r e a s . S t o r a g e 

i n the p o s t - h a r v e s t sea son f o r 6 - 9 months would have been p r o f i t -

ab le i n 1966 i f s t o r a g e l o s s e s had been kept low. 

Poor roads f o r c e 81% of a s s e m b l e r s to use non -mechan i zed 

means o f t r a n s p o r t a t i o n when buy ing from the p r o d u c e r s , l i m i t i n g 

the s c a l e o f a s sembly f i r m s and r e d u c i n g c o m p e t i t i o n because of 

g e o g r a p h i c i s o l a t i o n o f buyer s and s e l l e r s . 

Most a s s emb le r s (87%) say l a ck o f wo rk i n g c a p i t a l keeps them 

from expand ing s a l e s , y e t on l y 62% borrowed money i n 1966. I n t e r -

e s t r a t e s from government banks are lower than the ra te of i n f l a -

t i o n (36% a n n u a l l y ) , but i n t e r e s t r a t e s from p r i v a t e s o u r c e s are 

h i g h . A s s emb le r s advance p r o d u c t i o n c r e d i t to p r o d u c e r s , but both 

a s s e m b l e r s and p r oduce r s appear to l a ck ma r ke t i n g c r e d i t . 

The Rura l M a r k e t i n g Sys tem f o r R ice 

I n t r o d u c t i o n 

R ice i s a b a s i c food f o r h a l f the people i n the w o r l d , and 

i t i s one o f the s t a p l e foods i n the B r a z i l i a n d i e t . R i ce consump-

t i o n i n B r a z i l f o r 1960 was 38.4 k g s . per c a p i t a i n urban a reas and 



4 0 . 3 k g s . pe r c a p i t a i n r u r a l a r e a s . Among c e r e a l g r a i n s , o n l y 

wheat has a h i g h e r r a t e o f c o n s u m p t i o n . 

S u p p l y - d e m a n d p r o j e c t i o n s to 1975 f o r B r a z i l i n d i c a t e a 

r a p i d i n c r e a s e i n r i c e p r o d u c t i o n and c o n s u m p t i o n w i t h no s i g n i -

f i c a n t s u r p l u s o r d e f i c i t ( T a b l e 9 . 2 0 ) . However , N o r t h e a s t B r a z i l 

i s a d e f i c i t r i c e p r o d u c i n g r e g i o n i m p o r t i n g l a r g e q u a n t i t i e s o f 

r i c e f rom c e n t r a l - s o u t h e r n r e g i o n s o f the c o u n t r y ( T a b l e 9 . 2 1 ) . 

T ab l e 9 . 2 0 R i c e S u p p l y 
i n B r a z i 1 , 

and Demand 
1965 & 1975 

E s t i m a t e s 
( 1000 t o n s ) 

Y e a r A c t u a l 
demand 

I n t e r n a l 
s u p p l y 

A c t u a l 
s u r p l u s 

1965 5 , 8 8 0 5 , 9 30 +50 

1975 11 ,320 11 ,420 + 100 

SOURCE: G e t u l i o V a r g a s F o u n d a t i o n , Projections of Supply 
and Demand of Agricultural Products for B r a z i l , 
Vol . 1 , 1 966 , pp. 1 5 3 - 5 5 . 

Tab l e 9 . 2 1 R i c e I m p o r t s i n t o 
R e c i f e 1 9 6 3 - 1 9 6 6 

the P o r t o f 
( i n t o n s ) 

R e g i o n o f O r i g i n 1963 1964 1965 1966 

N o r t h 401 1 ,040 2 , 0 5 5 N. A. 

N o r t h e a s t 538 2 , 4 8 1 179 N .A . 

C e n t e r - S o u t h 7 , 850 7 , 5 5 9 1 6 , 2 7 4 2 6 , 4 1 7 

TOTAL 8 , 7 8 9 11 ,080 1 8 , 5 0 8 2 6 , 4 1 7 

SOURCE: Dados E s t a t f s t i c o s do Admin i s t r a ç â o do P o r t o de 
R e c i f e , 1 9 6 3 , 1 9 6 4 , 1 9 6 5 , and 1966 . 

M o s t o f t h i s r i c e a r r i v e s i n the N o r t h e a s t t h r o u g h the R e c i f e p o r t 

t hough some movement i s by t r u c k . There a re w ide v a r i a t i o n s i n th 

q u a n t i t y o f r i c e e n t e r i n g the R e c i f e p o r t f rom both the No r th and 

5 
G e t u l i o V a r g a s F o u n d a t i o n , Projections of Supply and Demand 

for Agricultural Products of Brazil ( R i o de J a n e i r o : G e t u l i o Varg 
F o u n d a t i o n , 1 9 6 7 ) , V o l . 1 , p. 4 9 . 



the N o r t h e a s t . There i s no c o n s i s t e n t t r e n d i n R e c i f e p u r c h a s e s 

from these a r e a s . At the p r e s e n t t ime n e i t h e r o f these a rea s i s 

an i m p o r t a n t s o u r c e of r i c e s u p p l i e s f o r R e c i f e and the s u r r o u n d -

i n g a r ea . Some r i c e from Maranhao e n t e r s the R e c i f e market by 

t r u c k , but i t i s a sma l l amount. Much more r i c e i s t r u c k e d to 

R e c i f e from the Sao F r a n c i s c o R i v e r V a l l e y i n A l a g o a s and S e r g i p e . 

Impor t s from the C e n t e r - S o u t h show a ve ry s t r o n g upward t r e n d , 

i n d i c a t i n g t h a t i t i s an ex t reme l y i m p o r t a n t s o u r c e o f r i c e i n 

the Rec i f e market . I t i s e v i d e n t t h a t l o c a l r i c e p r o d u c t i o n has 

been unable to meet the g row ing demand i n the N o r t h e a s t . 

S i n c e the urban market be ing a n a l y z e d i n t h i s r e s e a r c h p r o -

j e c t i s R e c i f e , the consumpt ion and p r o d u c t i o n f o r t h i s p o p u l a t i o n 

was s t u d i e d . Tab le 9 .21 shows t h a t v i r t u a l l y a l l the r i c e con -

sumed i n Pernambuco i s impor ted from o t h e r s t a t e s , ma in l y from 

Rio Grande do Su l ( i n 1960 about 75 to 85% of the r i c e consumed 

i n R e c i f e came from t h a t s t a t e ) . R i ce from A l a g o a s , S e r g i p e and 

Maranhao i s a l s o s o l d i n R e c i f e . 

The South and M i d d l e w e s t are the p r i n c i p a l r i c e p r o d u c i n g 

a rea s i n B r a z i l , a c c o u n t i n g f o r more than 70% o f the t o t a l ou tpu t 

i n 1 963 - 65 . The N o r t h e a s t produced on l y 13% of the B r a z i l i a n r i c e 

d u r i n g the same p e r i o d . 

The h i g h e s t average r i c e y i e l d s are i n the South i n R io 

Grande do S u l , w i t h r e l a t i v e l y low y i e l d s i n the N o r t h e a s t p r o d u c -

i n g a reas (Tab le 9 . 2 2 ) . 

Tab le 9 .22 Ri ce Y i e l d per Hecta re 
S t a t e s 3 , 1960 , 1963 -65 

i n S e l e c t e d 
( k i l o s ) 

S t a t e s 1960 1963 1964 1 965 % Change 

A l a g o a s 1 ,722 1 ,446 912 1 ,043 - 3 9 

S e r g i pe 2 , 144 2 ,169 2 , 2 48 2 ,269 6 

Maranhao 1 ,047 1 ,452 1 ,377 1 ,387 33 

R io Grande 
do Sul 

2 ,602 3,310 3 ,017 2 ,901 12 

a Y i e 1ds are i n k i l o s of u n h u l l e d r i c e per h e c t a r e . 

SOURCE: IBGE - S t a t i s t i c a l Annua l s of B r a z i l : 1963 , p. 62 ; 
and 1966, pp. 1 01 - 102 . 



D e s c r i p t i o n and E v a l u a t i o n o f the 
Rura l A s sembly Sys tem 

Ma rke t S t r u c t u r e 

I t i s c l e a r from the f o r e g o i n g d i s c u s s i o n t h a t t he re are o n l y 

two major r i c e p r o d u c i n g a rea s w i t h i n the N o r t h e a s t s u p p l y i n g the 

R e c i f e marke t . The most i m p o r t a n t of these appears to be the area 

a l ong the lower Sao F r a n c i s c o R i v e r . R i ce p r o d u c t i o n the re i s c h a r -

a c t e r i z e d by s t a b l e , though t r a d i t i o n a l , c u l t i v a t i o n p r a c t i c e s w i t h 

n a t u r a l r i v e r f l o o d i n g f o r i r r i g a t i o n . The o t h e r r i c e p r o d u c i n g 

area i n the N o r t h e a s t i s l o c a t e d i n Maranhao. I n t h a t area the p r e -

dominant form o f c u l t i v a t i o n i s s l a s h and b u r n , u s i n g hand l a b o r 

a lmos t c o m p l e t e l y . 

In both a rea s the r u r a l a s sembly s y s tem i s o r g a n i z e d around 

the r i c e m i l l e r . V i r t u a l l y a l l r i c e i s m i l l e d be fo re l e a v i n g the 

p r o d u c t i o n a rea . In the Sao F r a n c i s c o a r e a , r i c e appear s more o f t e n 

to move d i r e c t l y to the m i l l e r . I n Maranhao , a sma l l a s s emb le r 

u s u a l l y pu r cha se s from the farmer and s e l l s to a m i l l e r . T h u s , r i c e 

produced i n Maranhao p a s s e s t h rough more i n t e r m e d i a r i e s than r i c e 

from the Sao F r a n c i s c o a rea s and mus t , t h e r e f o r e , bear g r e a t e r mar-

k e t i n g c o s t s and c o n s e q u e n t l y l ower farm p r i c e s , s i n c e R e c i f e con -

sumers are not w i l l i n g to pay h i g h e r p r i c e s f o r the same or l o w e r -

q u a l i t y r i c e from Maranhao i n c o m p e t i t i o n w i t h r i c e from o t h e r a r e a s . 

The f o l l o w i n g two s e c t i o n s d i s c u s s the r e s u l t s o f fa rmer and 

a s s emb le r s u r v e y s , r e s p e c t i v e l y , i n the two a reas d e s c r i b e d above. 

An e f f o r t i s made to i d e n t i f y the o r g a n i z a t i o n and o p e r a t i o n of the 

r u r a l r i c e a s sembly s y s tem i n t ho se a r e a s . 

Farmer M a r k e t i n g A c t i v i t i e s 

On the a v e r a g e , r i c e fa rmers i n the Sao F r a n c i s c o area are 

much l a r g e r than Codo (Maranhao) r i c e g r o w e r s . Tab le 9 . 23 shows 

t h a t i n 1966 the average q u a n t i t y h a r v e s t e d per farm i n Sao F r a n -

c i s c o was 33 . 8 m e t r i c tons compared to about 7 m e t r i c tons per farm 

i n Codo. Farmers s o l d about 80% of the t o t a l i n both a r e a s . The 

rema inder a p p a r e n t l y was consumed at home, or saved f o r seed. R ice 

s a l e s per farm were much l a r g e r i n Sao F r a n c i s c o than i n Codo and 

were a h i g h e r pe r cen tage o f g r o s s farm income (86% v e r s u s 29% ) . 

T h i s s u g g e s t s t h a t Sao F r a n c i s c o f a rmer s are we l l i n t o the s p e c i a l -

i z e d commercial p r o d u c t i o n o f r i c e , wh i l e Codo fa rmers remain sma l l 

and s e m i - s u b s i s t e n c e . M o r e o v e r , p a r t o f the d i f f e r e n c e i n t o t a l 

r i c e s a l e s between the two a reas i s due to the much lower p r i c e 

l e v e l i n Codo as compared to Sao F r a n c i s c o . 



Tab le 9 . 23 R ice P r o d u c t i o n & S a l e s C h a r a c t e r i s t i c s 
per Farm by Areas f o r 1965 and 1966 

C h a r a c t e r i s t i cs Sâo F r a n c i s c o Codó C h a r a c t e r i s t i cs 

1965 1966 1965 1966 

Q u a n t i t y rough r i c e 
h a r v e s t e d ( k i l o s ) 

Q u a n t i t y rough r i c e 
s o l d ( k i l o s ) 

R ice s o l d as pe rcent 
of r i c e h a r v e s t e d 

R ice s a l e s 1966 (NCr$) 

To ta l farm s a l e s 

R ice s a l e s as pe rcent 
of t o t a l farm s a l e s 

31 ,606 33 ,856 

26 ,360 27 ,121 

83.4 80.2 

N.A. 5 ,379 

N.A. 6 ,255 

N.A. 86 .0 

6 ,697 6 ,999 

5 ,508 5 ,463 

81 .4 78.1 

N.A. 605 

N.A. 2 ,100 

N.A. 2 8 . 8 

SOURCE: SUDENE/MSU Su rvey ( 1 9 6 7 ) . 

The average number of r i c e s a l e s made i n 1966 was a lmos t s i x 

s a l e s per p roduce r . The Codo average was 7 . 2 , w h i l e the average 

i n Sao F r a n c i s c o was 4 . 7 . The s m a l l e r number o f s a l e s and the l a r g e r 

t o t a l ou tput f o r Sao F r a n c i s c o p r oduce r s i n d i c a t e s a h i g h e r average 

s i z e o f t r a n s a c t i o n when compared to Codo p r o d u c e r s . The impo r t an t 

ma r ke t i n g months i n Codo are May, June and J u l y w i t h some a c t i v i t y 

in A u g u s t . In Sao F r a n c i s c o the impo r t an t months are J u l y th rough 

November. The s i n g l e most impo r t an t month i s Oc tobe r . T h u s , the 

R e c i f e market i s most l i k e l y to be s h o r t of r i c e from the N o r t h e a s t 

from January t h rough A p r i l . 

Twenty pe rcen t of the r i c e p r oduce r s s o l d a l l or p a r t o f t h e i r 

r i c e be fo re h a r v e s t . T w o - t h i r d s d i d t h i s because they needed the 

money advanced by the b u y e r s . E i g h t y - s e v e n pe r cen t o f the p r oduce r s 

who s o l d be fo re the h a r v e s t s a i d they t hough t they c ou l d have g o t t e n 

a b e t t e r p r i c e i f they h a d n ' t had to make the advance s a l e to get 

cash . F i f t y - s e v e n pe rcen t o f the r i c e fa rmers s o l d r i c e and wa i t ed 

to be pa i d at a l a t e r d a t e , which was u s u a l l y about a month a f t e r 

d e l i v e r y o f the r i c e to the buye r . However, the i t i n e r a n t buyer s 

from o u t s i d e the community u s u a l l y had to pay c a sh . 

Types of Buyer s 

The t ypes of buyer s w i th whom most t r a n s a c t i o n s are made are 

l i s t e d i n Table 9 . 24 . Of those l i s t e d , l o c a l t r u c k e r s , b u y e r s , 



p r o c e s s o r s and t r a n s i t o r y b u y e r s a re the mos t w i d e l y u s e d . The 

main d i f f e r e n c e between the two a r e a s i s t he f a c t t h a t some s a l e s 

are made d i r e c t l y to l a r g e c i t y b u y e r s by p r o d u c e r s o f the Sao 

F r a n c i s c o a r e a . T h i s i s e v i d e n c e o f a m o d e r n i z i n g t r e n d i n the 

r i c e m a r k e t i n g c h a n n e l s f rom t h o s e a r e a s . The most i m p o r t a n t s a l e s 

o u t l e t f o r p r o d u c e r s i n both a r e a s i s t he p r o c e s s o r o r m i l l e r . 

L o c a l b u y e r s and i t i n e r a n t m e r c h a n t s are the nex t most f r e q u e n t l y 

m e n t i o n e d s a l e s o u t l e t s f o r f a r m e r s i n the two a r e a s . 

T a b l e 9 . 2 4 P e r c e n t a g e 
R i c e S a l e s 

Di s t r i bu t i on 
by Types o f 

o f Farm 
B u y e r s , 1966 

Buye r t y p e Codo 

A v e r a g e s i z e 
Ç 5 n e- r> rs o f t r a n s a c t i o n Sao F r a n c i s c o c o m b i n e d a r e a s 

( k i l o s ) 

Landowner 5 . 3 3 . 6 2 , 9 2 0 

L o ca l b u y e r 2 6 . 3 16 . 2 2 , 3 6 4 

M i l l e r 4 9 . 1 49 . 4 11 ,071 

I t i n e r a n t buye r 1 2 . 3 17. 9 1 5 , 0 0 4 

R e c i f e w h o l e s a l e r s N. A. 1 . 6 N. A. 

O the r w h o l e s a l e r s N. A. 6 . 8 1 5 , 7 1 5 

Feira 7 . 3 1 . 6 3 , 1 8 0 

O t h e r s N. A. 2 . 9 N .A . 

TOTAL 1 00 . 0 100 . 0 N. A. 

SOURCE: SUDENE/MSU Farmer S u r v e y ( 1 9 6 7 ) . 

The a v e r a g e t r a n s a c t i o n s i z e f o r the two combined a r e a s was 

l a r g e s t ( o v e r 15 m e t r i c t o n s ) f o r i t i n e r a n t and o t h e r c i t y w h o l e -

s a l e r s . T h i s a v e r a g e s i z e wou ld amount to a g o o d - s i z e d t r u c k l o a d 

and i s s u r p r i s i n g l y l a r g e i n c o m p a r i s o n to t r a n s a c t i o n s i z e s f o r 

o t h e r c o m m o d i t i e s . Even the a v e r a g e t r a n s a c t i o n s i z e s between 

s m a l l l o c a l b u y e r s and f a r m e r s exceed 2 t o n s . The t r a n s a c t i o n 

s i z e s i n the Sâo F r a n c i s c o a rea f a r exceed t h o s e o f the Cod(5 a r ea 

and t end to p u l l the combined a v e r a g e up. T h i s p o i n t s , a g a i n , to 

the f a c t t h a t p r o d u c e r s a re h i g h l y c o m m e r c i a l i z e d i n the Sâo F r a n -

c i s c o a r e a . 



As semb le r C h a r a c t e r i s t i c s and Channel Maps 

The p r i n c i p a l f l ows o f r i c e t h r ough the market s y s tem s e r v -

i n g the Sao F r a n c i s c o and Codo a reas are p r e s e n t e d g r a p h i c a l l y i n 

F i g u r e s 9 .3 and 9 . 4 . The c i r c l e s on the maps i n d i c a t e the t r a n s -

a c t i o n p o i n t s i n the c h a n n e l s , and the pe r cen t o f p r oduc t hand led 

i s i n d i c a t e d . The r e l a t i v e impor tance o f each f low i s r e p r e s e n t e d 

by the w idth o f the c o n n e c t i n g l i n e s . A l s o , the pe r cen t o f p r oduc t 

movement t h r ough each channel i s i n d i c a t e d n u m e r i c a l l y i n a sma l l 

box w i t h i n the c o n n e c t i n g l i n e . 

The SUDENE/MSU f i e l d s u r v e y s o f p r o d u c e r s , a s s e m b l e r s , who l e -

s a l e r s and r e t a i l e r s p r o v i d e d most o f the data used i n c o n s t r u c t i n g 

the channel maps. These s u r v e y data were supp lemented by f o l l o w - u p 

i n t e r v i e w s w i th s e l e c t e d market o p e r a t o r s , d i r e c t o b s e r v a t i o n s by 

r e s e a r c h e r s and the use of s e conda r y da ta . At b e s t , the maps are 

r e a s o n a b l e a p p r o x i m a t i o n s of market r e l a t i o n s h i p s f o r the s p e c i f i c 

a rea s s t u d i e d and f o r the c o n d i t i o n s t h a t e x i s t e d d u r i n g 1966. 

The maps are p r obab l y not r e p r e s e n t a t i v e o f the e n t i r e N o r t h e a s t . 

A r e l a t i v e l y s m a l l e r number of f i r m s buy r i c e i n the lower 

Sao F r a n c i s c o R i v e r V a l l e y as compared w i th Maranhao. There are 

about 158 r i c e a s s e m b l e r s o f a l l s i z e s i n the Sao F r a n c i s c o r i c e 

area and about 465 i n n o r t h e r n Maranhao. Tab le 9 . 25 shows the 

e s t i m a t e d number o f a s s e m b l e r s i n each o f the t ype s shown i n the 

channel map. E s t i m a t e s based on t he se data and t o t a l p r o d u c t i o n 

i n the s u r v e y area s u g g e s t t ha t f o r the Codo area there i s an a v e r -

age o f one a s s e m b l e r f o r eve ry 132 tons o f u n h u l l e d r i c e v e r s u s 232 

tons i n the Sao F r a n c i s c o a rea . T h u s , a s sembly i s a l a r g e r s c a l e 

p r o c e s s on the Sao F r a n c i s c o R i v e r . 

Table 9 . 25 E s t i m a t e d 
Types f o r 

Number o f Assembly 
the Two Areas under 

F i rms by 
S t u d y , 1967 

Type of As sembly Firm Säo F r a n c i s c o Codo 

Large c o o r d i n a t e d m i l l e r s 2 1 

Other mi H e r s 33 N. A. 

M e d i u m - s i z e d a s s e m b l e r s 25 N. A. 

Smal l a s s e m b l e r s 95 360 

I t i n e r a n t t r u c k e r - a s s e m b l e r s 3 N. A. 
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There are 35 m i l l e r s o p e r a t i n g i n the area o f the Sao F r a n -

c i s c o R i v e r V a l l e y s t u d i e d ( c o v e r i n g about 3/4 o f the r i c e f l o w i n g 

out o f the e n t i r e lower v a l l e y ) . Two o f t ho se are l a r g e - s c a l e 

m i l l s which have deve loped d i r e c t s a l e s agreements w i t h l a r g e -

s c a l e r e t a i l e r s . T h i s i s one o f the f i r s t examples i n the N o r t h -

e a s t o f the market channel s i m p l i f i c a t i o n th rough both v e r t i c a l 

i n t e g r a t i o n and i n t e r n a l market c o o r d i n a t i o n . That i s , one r e t a i l 

f i r m chose to bypas s i n t e r m e d i a r i e s i n the ma r ke t i n g s y s tem by 

p u r c h a s i n g and managing t h e i r own r i c e m i l l which pu r cha se s d i r e c t 

from l a r g e f a r m e r s . In the o t h e r case a m i l l e r chose to bypass 

w h o l e s a l e r s and at tempt to market h i s p roduc t d i r e c t l y to r e t a i l e r s 

t h r ough i n f o rma l s u p p l y a r r angement s . These e f f o r t s to s i m p l i f y 

the r i c e channel appear to have been s u c c e s s f u l f o r the f i r m s i n -

v o l v e d . There i s a l s o e v i dence t ha t the t o t a l ma r ke t i n g c o s t has 

been reduced t h rough such e f f o r t s . 

A s i m i l a r example o f channel s i m p l i f i c a t i o n th rough v e r t i c a l 

i n t e g r a t i o n and c o n t r o l e x i s t s i n the Codo a rea . There a F o r t a l e z a 

r e t a i l c ha i n has i t s own r i c e m i l l f o r s u p p l y i n g th ree s u p e r m a r k e t s . 

The F o r t a l e z a cha i n uses r i c e as i t s major l ow-marg in l e a d e r w i th 

such s u c c e s s t h a t r i c e makes up 17% of i t s t o t a l s a l e s . The R e c i f e 

supe rmarke t a l s o s e l l s r i c e at p r i c e s s i g n i f i c a n t l y lower than o t h e r 

r e t a i 1 e r s . 

Other m i l l e r s i n both Sao F r a n c i s c o and Codo e i t h e r make t h e i r 

own pu r cha se s from fa rmers and a s s emb le r s or act as custom m i l l e r s . 

In the Sao F r a n c i s c o a r e a , these m i l l e r s pu rcha se most o f t e n d i r e c t -

l y from fa rmer s and are the most impo r t an t buyer f o r r i c e g r o w e r s . 

However, m i l l e r s i n Codo make few farm p u r c h a s e s . R a t h e r , they de-

pend on sma l l a s s e m b l e r s . The major s a l e s o u t l e t f o r m i l l e r s i n 

both a rea s are w h o l e s a l e r s , though i t i n e r a n t t r u c k e r s are a l s o an 

impo r t an t buyer f o r m i l l e r s i n Codo. 

The e x i s t e n c e of a few s p e c i a l i z e d custom m i l l e r s and a s sem-

b l e r s , who use t h e i r s e r v i c e s , appears to have a b e n e f i c i a l e f f e c t 

i n the two a reas s t u d i e d . On the one hand, i t pe rm i t s m i l l e r s w i t h 

l a r g e f i x e d i n v e s t m e n t s i n equipment but poor s u p p l y s o u r c e s to 

u t i l i z e t h e i r i n ve s tmen t more e f f i c i e n t l y . On the o t h e r hand, as sem-

b l e r s have the o p p o r t u n i t y to p a r t i a l l y i n t e g r a t e beyond the m i l l i n g 

s t a g e by pay i ng f o r custom m i l l i n g o f t h e i r r i c e p u r c h a s e s . 

I n a d d i t i o n , t he re i s an i n d i r e c t b e n e f i t to l a r g e r f a r m e r s . 

S i n c e the custom m i l l e r s s t a n d ready to p r o c e s s a n y o n e ' s r i c e at 

f a i r l y we 1 1 - p u b ! i c i z e d r a t e s , l a r g e r f a rmer s have the o p p o r t u n i t y 

to a r r ange custom p r o c e s s i n g and bypass both a s s emb l e r s and m i l l e r -

buye r s i n o rde r to s e l l t h e i r r i c e i n p r o c e s s e d form d i r e c t l y to 



w h o l e s a l e r s or b r o k e r s . T h i s p r o v i d e s a p o t e n t i a l c o m p e t i t i v e 

f o r c e a g a i n s t the abuse of b a r g a i n i n g power by m i l l e r s . 

A compar i son of the channel maps f o r the two a reas s u g g e s t s 

t h a t more i n t e r m e d i a r i e s are now r e q u i r e d to move r i c e to urban 

r e t a i l e r s from Codo p r oduce r s than from Sào F r a n c i s c o p r o d u c e r s . 

Tab le 9 .26 c on f i rms t h i s . The average number of t r a n s a c t i o n s i s 

4 . 3 5 f o r Codo and 3 .13 f o r Sào F r a n c i s c o . 

Tab le 9 .26 Pe r cen t o f To ta l R i ce Mov ing Through 
V a r i o u s Numbers o f Market T r a n s a c t i o n s 
between P r oduce r s and R e t a i l e r s 

Number of t r a n s a c t i o n s 
Pe r cen t of t o t a l r i c e 

Number of t r a n s a c t i o n s 
Sâo F r a n c i s c o 3 Maranhâo b 

One 

Two 

Three 

Four 

Fi ve 

S i x 

Seven 

TOTAL FLOW 

Average number 
o f t r a n s a c t i o n s 

0 .1 0 .9 

4 .6 7 .5 

78.0 9 . 6 

16.9 33 .0 

0 .4 36 .9 

N.A. 11.4 

N.A. .7 

100 .0 100.0 

3 . 13 4 .35 

a P e r c e n t of r i c e f l o w i n g to the R e c i f e market from the 
Sao F r a n c i s c o a rea . 

^Pe r cen t o f r i c e f l o w i n g to urban a reas i n Maranhao. 

SOURCE: SUDENE/MSU A s semb le r S u r vey ( 1 9 6 7 ) . 

The average r i c e a s s emb le r and m i l l e r i n the two combined 

a reas pu r cha sed 605 tons per y e a r from 82 s u p p l i e r s ( e i t h e r f a rmer s 

o r o t he r a s s e m b l e r s ) . He has about 6 f u l l - t i m e worke r s w i t h a 

week ly wage b i l l o f NCr$154. The wide range o f r e s p o n s e s on each 

o f the above c h a r a c t e r i s t i c s w i t h a few very l a r g e a s s e m b l e r s makes 

these ave rage s somewhat m i s l e a d i n g . N e v e r t h e l e s s , t h e y , a l ong w i th 

the range and medians r e p o r t e d i n Tab le 9 . 2 7 , are u s e f u l to g i v e a 

gene ra l i dea o f a s s emb le r c h a r a c t e r i s t i c s . I t i s i n t e r e s t i n g to 

note t h a t a p p r o x i m a t e l y 61% of a s s emb l e r s i n the s u r v e y l i s t e d r i c e 



t r a d i n g as t h e i r major o c c u p a t i o n . Only about 27% ment ioned 

f a rm ing as t h e i r p r ima ry o c c u p a t i o n , i n c o n t r a s t to o t h e r p roduc t 

assemble r s . 

Tab le 9 .27 S t r u c t u r a l C h a r a c t e r i s t i c s of 
R i ce As sembly F i r m s , 1967 

C h a r a c t e r i s t i cs Range Medi an Average 

M e t r i c tons r i c e t r a d e d 
1966 3 - 4 , 8 0 0 140 605 

To ta l pu r cha se s 
NC r$ l 000 72-1 ,161 N.A. 146 

Number of s u p p l i e r s 3 - 9 9 8 29 82 

% Ma jo r o c c u p a t i on 
fa rmer s N.A, N.A. 2 6 . 8 

Number o f f u l 1 - t i m e 
worker s 0 - 9 8 2 5 .8 

Weekly wage b i l l 
NCr$ 0 - 1 ,500 80 154 

% Majo r o c c u p a t i o n 
a s s e m b l e r s N.A. N.A. 60 .6 

SOURCE: SUDENE/MSU A s semb le r S u r vey ( 1 967 ) . 

C o m p e t i t i v e B e h a v i o r 

There i s some ev i dence to s u g g e s t s i g n i f i c a n t s p a t i a l d i f f e r -

ences i n the i n t e n s i t y o f c o m p e t i t i o n among r i c e a s s e m b l e r s . I n 

p a r t i c u l a r , the c o m p e t i t i o n seems to be g r e a t e r among a s s emb l e r s 

and m i l l e r s who are l o c a t e d i n the market convergence c e n t e r s such 

as Penedo and P r o p r i a . On the o t he r hand, sma l l a s s e m b l e r s and 

m i l l e r s i n v i l l a g e s and r u r a l a rea s o f t e n f i n d themse l ve s compet ing 

d i r e c t l y w i th on l y a few o t h e r b u y e r s . I n such c a s e s , i n f o rma l mar-

ket s h a r i n g a r rangements o f t e n e v o l v e ; a s s e m b l e r s a l s o a v o i d d i r e c t 

c o m p e t i t i o n t h r ough s u p p l y i n g c r e d i t and d e v e l o p i n g c l o s e t i e s w i t h 

t h e i r f a r m e r - s u p p l i e r s , and e i t h e r t a c i t l y s h a r i n g the market or 

t h r ough o v e r t c o l l u s i o n . 

S e v e r a l o b s e r v a t i o n s on expected s t r u c t u r a l and c o m p e t i t i v e 

t r end s are r e l e v a n t . There appear s to be exce s s r i c e m i l l i n g and 

a s s emb le r c a p a c i t y i n the a rea s s t u d i e d , e s p e c i a l l y i n the Sao F r an -

c i s c o a r ea . There are i n d i c a t i o n s t h a t more sma l l m i l l s w i l l l e a ve 

the market than en te r i t . R i s i n g p r o d u c t i o n i n the area may o f f s e t 



t h i s t r end to some e x t e n t . However, i t seems apparent t h a t non-

m i l l i n g i n ve s tmen t o p p o r t u n i t i e s f o r p o s s i b l e e n t r a n t s are g r e a t e r 

today than when the ave rage sma l l m i l l e r en te red the market about 

14 y e a r s ago. Thu s , as the upkeep o f o l d m i l l s becomes too c o s t l y , 

i t i s l i k e l y t h a t many m i l l s w i l l l eave the b u s i n e s s and not be 

r e p l a c e d . As an i n d i c a t i o n o f t h i s t r e n d , there are p r e s e n t l y 

o ve r ten i d l e m i l l s i n the Sao F r a n c i s c o area (Tab le 9 . 2 8 ) . 

Tab le 9 . 2 8 I n d i c a t i o n s 
p e n s i t y to 

o f A s semb le r Pro 
E x i t from Marke t 

-

I tem Codó Sao F r anc i s co 

Pe rcen tage of a s s emb l e r s who 
would be w i l l i n g to m i g r a te to 
the c i t y 19% 7% 

A s semb le r s are w i l l i n g to 
m i g r a t e f o r an average month ly 
wage o f : NCr$342 NCr$500 

Percentage who p r e f e r to i n v e s t 
i n o t h e r b u s i n e s s than r i c e 53% 22% 

Percentage who have a second 
more impo r t an t o c c u p a t i o n 47% 58% 

SOURCE: S UD EN E/MS U A s semb le r Su r vey ( 1 9 6 7 ) . 

Under p r e sen t c o n d i t i o n s t he re i s l i t t l e p o s s i b i l i t y of the 

i n d u s t r y a t t r a c t i n g new c a p i t a l i n t o m i l l i n g on a l a r g e r s c a l e . 

As ev i dence of t h i s , the l a r g e r f i r m s , due to i n t e n s e c o m p e t i t i o n , 

have been i n v e s t i n g p r o f i t s i n o t he r b u s i n e s s e s r a t h e r than p low-

ing them back i n t o the m i l l i n g b u s i n e s s . Th i s w i l l p r o b a b l y not 

change u n t i l the sma l l m i l l e r s are reduced i n numbers by the a t t r i -

t i o n p roce s s d e s c r i b e d above or u n t i l a s e r i e s o f e s p e c i a l l y bad 

y e a r s speeds up t h a t p r o c e s s . 

One merger i s known to have taken p l a ce i n the a rea . I t 

appears to be an e x c e p t i o n . In t h i s case one med ium- s i zed f i r m 

s o l d more than h a l f of i t s s t o c k to a l a r g e f i r m as a p r e f e r a b l e 

a l t e r n a t i v e to b a n k r u p t c y . However, the mach inery was new enough 

to i n t e r e s t the buye r , w h i l e o t h e r m i l l s m igh t be too o l d to a t t r a c t 

i n v e s t m e n t . I t i s p o s s i b l e t h a t a form o f q u a s i - m e r g e r s cou ld be 

an a l t e r n a t i v e where in smal l m i l l e r s would c l o s e t h e i r m i l l s and 

become commis s ioned buyer s f o r the l a r g e r m i l l e r s . However, i t i s 



u n l i k e l y t h a t t h i s phenomenon w i l l become w i d e s p r e a d , s i n c e many 

s m a l l m i l l e r s a re n e a r i n g r e t i r e m e n t a g e . 

The t r e n d t owa rd cus tom m i l l i n g c o u l d p e r s i s t . More and 

more m i l l e r s may f i n d t h a t t h e i r b e s t a l t e r n a t i v e to c l o s i n g the 

m i l l i s t o a c c e p t r i c e f o r m i l l i n g on a c o m m i s s i o n b a s i s . 

Two a d d i t i o n a l t r e n d s are l i k e l y to c o n t i n u e . T r a n s p o r t a -

t i o n improvement s w i l l g i v e l a r g e m i l l e r s i n the ma jo r c o n v e r g e n c e 

c e n t e r s g r e a t e r d i r e c t a c c e s s to p r o d u c e r s . The a d d i t i o n a l com-

p e t i t i o n w i l l p r o b a b l y s t r e n g t h e n the p r e v i o u s l y d e s c r i b e d t r e n d 

t oward fewer and f ewe r l o c a l s m a l l - s c a l e a s s e m b l e r s and m i l l e r s . 

I n a d d i t i o n , d i r e c t s a l e s a r r a n g e m e n t s o r v e r t i c a l c o o r d i n a t i o n 

t r e n d s a re l i k e l y t o c o n t i n u e . As more and more l a r g e - s c a l e r e -

t a i l e r s appea r i n the ma jo r c on sum ing c e n t e r s , t h e r e w i l l be added 

c o m p e t i t i v e p r e s s u r e f o r them to r each back d i r e c t l y to m i l l e r s o r 

p r o d u c e r s i n o r d e r to r educe p r i c e s and c o n t r o l p r o d u c t q u a l i t y . 

Howeve r , i t a p p e a r s q u i t e l i k e l y t h a t the two m i l l e r s i n the Sao 

F r a n c i s c o a r ea who now s e l l d i r e c t to r e t a i l e r s w i l l s a t i s f y t h i s 

demand f o r some t ime to come. 

P r i ces and M a r g i ns 

The p r i c e r e c e i v e d by Sao F r a n c i s c o p r o d u c e r s i n 1966 a v e r -

aged N C r $ 0 . 1 8 per k i l o f o r u n h u l l e d r i c e ( t h e e q u i v a l e n t p r i c e f o r 

h u l l e d r i c e was N C r $ 0 . 2 7 p e r k i l o ) . I n Codo , the a v e r a g e p r i c e 

r e c e i v e d by r i c e p r o d u c e r s was N C r $ 0 . 1 1 i n 1966 . The l o w e r p r i c e 

r e c e i v e d by Codo p r o d u c e r s i s due m a i n l y to a l o w e r q u a l i t y r i c e 

wh i ch has l i t t l e consumer demand i n the R e c i f e m a r k e t . The l owe r 

p r i c e i s a l s o due to l e s s m a r k e t c o o r d i n a t i o n and g r e a t e r c o s t s o f 

t r a n s p o r t a t i o n f rom fa rm t o m a r k e t . Fo r t h e s e r e a s o n s the a v e r a g e 

p r i c e r e c e i v e d by Codo p r o d u c e r s was o n l y 65% o f the p r i c e r e c e i v e d 

by Sao F r a n c i s c o p r o d u c e r s . 

The a v e r a g e r e t a i l p r i c e o f r i c e i n R e c i f e a t the t ime o f the 

1967 MSU/SUDENE s u r v e y was 78 c e n t a v o s ( N C r $ ) pe r k i l o at t r a d i t i o n -

a l r e t a i l o u t l e t s ( f e i r a s , p u b l i c m a r k e t s and n e i g h b o r h o o d s t o r e s ) . 

The a v e r a g e r e t a i l p r i c e at a l a r g e - s c a l e r e t a i l o u t l e t t h a t had 

v e r t i c a l l y i n t e g r a t e d back to a r i c e m i l l was 68 c e n t a v o s ( N C r $ ) 

pe r k i l o ( T a b l e 5 . 1 3 , C h a p t e r 5 ) . T h i s l owe r p r i c e r e f l e c t s , i n 

p a r t , a p o l i c y o f u s i n g r i c e as a p r i c e l e a d e r a t the r e t a i l l e v e l . 

Howeve r , i t a l s o r e f l e c t s c o s t r e d u c t i o n s i n the d i r e c t p r o cu r emen t 

and m i l l i n g o f r i c e i n l a r g e vo lumes and the b y p a s s i n g o f a c o s t l y 

w h o l e s a l i n g s y s t e m ba sed upon s m a l l - s c a l e t r a n s a c t i o n s t h a t a r e 

t i e d i n w i t h h i g h - c o s t c r e d i t . 



Market I n f o r m a t i o n 

Tab le 9 .29 shows t h a t both f a rmer s and a s s e m b l e r s depend on 

i n f o r m a l and sometimes l e s s r e l i a b l e word -o f -mouth t r a n s f e r o f 

market i n f o r m a t i o n . Marke t o b s e r v a t i o n i s an e s p e c i a l l y i m p o r t a n t 

way i n which f a rmer s keep themse l ve s i n fo rmed about market p r i c e s . 

R i ce f a rmer s appear to have much l e s s d i r e c t dependence on t h e i r 

buye r s f o r p r i c e i n f o r m a t i o n than do p r oduce r s of o t h e r commodi t ies 

a n a l y z e d i n t h i s s t u d y . Only 5.8% ment ioned a s s e m b l e r s as t h e i r 

main s o u r c e o f p r i c e i n f o r m a t i o n . N e v e r t h e l e s s , s i n c e t h e i r main 

i n f o r m a t i o n s o u r c e i s o b s e r v a t i o n at l o c a l market s where a s s emb l e r s 

are a c t i v e t r a d e r s , the p r i c e i n f o r m a t i o n s o u r c e is " i n d i r e c t l y 

t ho se r i c e a s s e m b l e r s . The major d i f f e r e n c e between a farmer ob-

t a i n i n g p r i c e i n f o r m a t i o n from h i s buyer s and t h rough p e r s o n a l 

market o b s e r v a t i o n i s t h a t i n the f i r s t case he must t r u s t t h a t 

the buyer i s o f f e r i n g u n b i a s e d i n f o r m a t i o n , whereas i n the l a t t e r 

s i t u a t i o n he can ob se r ve s e v e r a l d i f f e r e n t t r a n s a c t i o n s i n the 

l o c a l market and form h i s own o p i n i o n . M o r e o v e r , 70% o f the fa rm-

e r s i n d i c a t e d t h a t they had c on t a c t ed more than one buyer f o r p r i c e 

q u o t a t i o n s be fo re s e l l i n g . Some a s s e m b l e r s tend to depend on each 

o t h e r f o r p r i c e and market c o n d i t i o n i n f o r m a t i o n . The s m a l l e r 

Tab le 9 .29 Majo r S ou r ce s of 
f o r R i ce Farmers 

Market I n f o r m a t i o n 
and A s s e m b l e r s , 1 967 

Farme r A s s emb le r 

Sou rce P r i ce 
i n f o rmat i on 

P r i ce 
i n f o rmat i on 

Ma rke t 
i n f o rmat i on 

(%) (%) (%) 

As semb le r s 5 . 8 32. 0 28. ,5 

Ma rke t o b s e r v a t i o n 72.7 16. 9 10. .3 

B r o k e r s or w h o l e s a l e 
agent s N. A. 9 . 5 6. ,5 

R e l a t i v e or n e i g h b o r 16.2 N. A. N. .A. 

Te leg ram and commer-
c i a l r a d i o N. A. 12. 2 21 . ,7 

Radi o 1.3 23. 7 17. ,9 

Other \ N . A. 5. 7 15. ,1 

TOTAL 100.0 100. 0 100. ,0 



r u r a l a s s e m b l e r s e s p e c i a l l y tend to f a l l i n t o t h i s c a t e g o r y . But 

a v a r i e t y of o t h e r s o u r c e s were men t i oned , i n c l u d i n g t e l eg rams and 

two-way r a d i o s and r e g u l a r r a d i o s , which were used by s u r p r i s i n g l y 

h i gh p e r c e n t a g e s o f a l l a s s e m b l e r s . 

I t appears t h a t , w h i l e i n f o r m a l and word -o f -mouth communica-

t i o n i s the major s ou r ce of market i n f o r m a t i o n f o r both r i c e f a rm-

e r s and a s s e m b l e r s , the sy s tem as a whole does not l eave e i t h e r 

g roup w i th a g r e a t d i s a d v a n t a g e . A s s emb l e r s are s t a r t i n g to d e v e l -

op i ndependent s o u r c e s o f market i n f o r m a t i o n . I n s h o r t , d i s t o r -

t i o n s i n market communicat ions no doubt r ema in , but p r o g r e s s i s 

be ing made and c o n d i t i o n s do not appear as c r i t i c a l as i n o t h e r 

commodity a r e a s . 

I n s p e c t i o n and Q u a l i t y Con t r o l 

The i n s p e c t i o n and q u a l i t y c o n t r o l a c t i v i t i e s o f buye r s va r y 

between a reas and among buyer s i n the same a r e a s . I n the Sao F r a n -

c i s c o area the buyer s who have r i c e m i l l s g e n e r a l l y i n s p e c t and 

weigh the f a r m e r s ' s a cked r i c e at the m i l l . Buyer s w i t h o u t m i l l s 

g e n e r a l l y make pu r cha se s at the farm a f t e r p e r s o n a l i n s p e c t i o n o f 

the r i c e . Often the buyer p u r c h a s e s r i c e i n bu lk at the farm where 

he bags i t h i m s e l f f o r t r a n s p o r t . O c c a s i o n a l l y f a rmer s s e l l w i t h -

out p e r s o n a l i n s p e c t i o n by the b u y e r , but t h i s i s done o n l y i f the 

two are we l l a c q u a i n t e d and have deve loped t r u s t i n each o t h e r 

t h rough many p r e v i o u s s a t i s f a c t o r y d e a l i n g s . 

I n Codo the i n s p e c t i o n o f r i c e i s a l s o g e n e r a l l y made on the 

farm by buye r s who may then have the r i c e s a cked and s h i p p e d to 

the r i c e m i l l . I n both a rea s the buyer u s u a l l y has the s c a l e and 

fa rmer s n o r m a l l y accept the we i gh t g i v e n by b u y e r s . F o r t y - f i v e 

pe r cen t o f r i c e p r oduce r s i n the sample b e l i e v e d t h a t buyer s were 

not u s i n g hones t w e i g h t s w h i l e ano the r 7% of p r o d u c e r s d i d not 

know whether buyer s were hones t or d i s h o n e s t . F o r t y - t w o pe r cen t 

of the fa rmer s have t h e i r own s c a l e s which can be used as a check 

a g a i n s t the w e i g h t s s t a t e d by b u y e r s . On the o t h e r hand, 77% of 

the a s s emb l e r s i n d i c a t e d a b e l i e f t ha t f a rmer s p u r p o s e l y l eave ex -

ce s s s t r a w , s a n d , or sma l l s t o n e s i n the r i c e i n o r d e r to i n c r e a s e 

the w e i g h t and take advantage o f the a s s e m b l e r . D i s h o n e s t p r a c -

t i c e s by both f a rmer s and a s s e m b l e r s may o f f s e t each o t h e r , but i n 

the p r o c e s s the q u a l i t y o f the r i c e i s r educed , l e a v i n g N o r t h e a s t e r n 

r i c e a t a c o m p e t i t i v e d i s a d v a n t a g e to the h i g h e r q u a l i t y r i c e from 

s o u t h e r n B r a z i 1 . 

Most a s s emb l e r s ( 55 . 8% i n Sao F r a n c i s c o but on l y 31% i n Codo) 

agree t h a t buyer s do not t r a n s m i t t h e i r q u a l i t y needs to the f a r m e r s . 



Moreover, 28% of the assemblers feel it is futile to try to get 

farmers to improve rice quality in response to market demand. It 

is clear that distinctions between types or grades of rice increase 

as the product gets closer to consumers. The price differential 

between comparable grades at the assembler level is much less than 

at the retail level. Small assemblers, at most, distinguish be-

tween two to three grades, which are usually based on moisture and 

straw content. Discoloring and the size of the grains usually are 

not considered in quality determinations at the small assembler 

level. Finally, only about 43% of the assemblers feel that the 

rural assembly system is supplying the quality of rice preferred 

by wholesalers, retailers and consumers. 

Storage 

Farm storage of rice in the areas studied takes on various 

forms. The rice itself is stored in three forms: unthreshed rice 

in Codo, unhulled and hulled rice in both areas. The unthreshed 

rice stored in Codo is left in straw-covered sheds or in piles on 

the ground, where it is subject to all kinds of weather and insect 

damage. The result of such storage practices is heat-damaged, dis-

colored rice kernels and empty, broken kernels due to insects. 

The most common type of storage is storage of the unhulled rice, 

because rice keeps best in this form. Unhulled rice is stored both 

in bulk and in sacks. After rice is hulled, it may be stored for 

a short time, but is generally marketed immediately. 

According to the survey, 42% of rice farmers stored unhulled 

rice in their homes or in a warehouse. Six percent said they 

stored it in sheet metal cylinders (vasos) on the farm. Thirty 

percent stored the unhulled rice in sacks and another 9% stored 

the rice in boxes on the farm. Thirteen percent had no storage 

faci1i ti es. 

On the basis of the survey data it is estimated that rice 

producers in Codo stored an average of 9,450 kilos and in the Sao 

Francisco area an average of 15,410 kilos were stored in 1966. 

As one would have expected, more rice was stored in the Sao Fran-

cisco area because producers are better informed about storage 

practices and have much larger rice production. 

According to the survey data, storage losses after threshing 

are extremely small in the rice areas. Based on total quantity 

stored, losses in the Sao Francisco area were 1.1%, while losses 

in the Codo area were 1.8%. The higher losses in Codo were to be 

9-44 



expec ted because o f the methods o f s t o r a g e p r e s e n t l y i n use t h e r e . 

Case s t u d i e s made i n Codo i n d i c a t e t h a t l o s s e s run as h i gh as 20% 

to 40% o f the r i c e be ing damaged p r i o r to t h r e s h i n g and w h i l e i n 

s t o r a g e on the farm. Only about 11% o f the Codo f a rmer s r e p o r t e d 

u s i n g f um i gan t s compared to 27% o f the Sao F r a n c i s c o area f a r m e r s . 

An attempt was made to i d e n t i f y some of the problems a s s o -

c i a t e d w i th farm s t o r a g e by a s k i n g p r oduce r s why they d i d not s t o r e 

some or more of t h e i r p r o d u c t i o n . T h i r t y - n i n e pe r cen t o f the 154 

i n t e r v i e w e d s a i d they s o l d t h e i r r i c e immed ia te l y because they 

needed money to buy food and med i c i ne f o r the f a m i l y . Anothe r 34% 

s o l d at h a r v e s t time because they needed to pay o f f a l o a n . The 

ba l ance o f f a rmer s gave a v a r i e t y o f o t h e r r e s p o n s e s . Th i s s u g g e s t s 

t h a t f o r about 3/4 o f the f a rmer s the l ack o f c r e d i t i s an impo r t an t 

f a c t o r l i m i t i n g a d d i t i o n a l farm s t o r a g e . 

Due to i n adequa te farm s t o r a g e f a c i l i t i e s , i nadequate c r e d i t , 

and o t h e r f a c t o r s , i t i s e s t i m a t e d t h a t the m i l l e r s s t o r e most o f 

the r i c e i n the N o r t h e a s t . T h i s i s p r obab l y one o f the major a s -

pect s i n v o l v e d i n t h e i r b a r g a i n i n g power w i th fa rmers and w h o l e s a l -

e r s . A l l m i l l e r s i n t e r v i e w e d i n Maranhao and 94% of those i n t e r -

vi ewed i n the Sao F r a n c i s c o area s t o r e d some r i c e f o r at l e a s t a 

month. Four months a f t e r the h a r v e s t , the average m i l l e r i n Codo 

s t i l l had 417 tons i n s t o c k , w h i l e 244 tons was the e q u i v a l e n t a v e r -

age f o r the Sao F r a n c i s c o a r ea . The average e s t ima ted l o s s , u s i n g 

the amount i n s t o r a g e a f t e r f o u r months as a ba se , was s t a t e d as 

be ing .67% i n Maranhao and .74% on the Sao F r a n c i s c o R i v e r . These 

s m a l l e r pe r cen tage s t o r a g e l o s s e s are p r obab l y due to the f a c t t h a t 

53% o f a l l a s s emb l e r s use some type o f r a t c o n t r o l and 43% use f u m i -

gan t s f o r c o n t r o l i n g i n s e c t s . I n most ca se s m i l l e r s s t o r e i n ware -

houses or s t o r e r ooms w i th permanent f l o o r s , but they o c c a s i o n a l l y 

use f a c i l i t i e s w i t h t a r p a u l i n - c o v e r e d d i r t f l o o r s . G e n e r a l l y , 

s t o r a g e c a p a c i t y , l i k e m i l l i n g c a p a c i t y , i s i n e x ce s s o f needs . 

Average s t o r a g e f o r the f i r m s i n t e r v i e w e d was 590 squa re meters i n 

Codo and 714 square meters i n the Sao F r a n c i s c o a r ea . 

C r e d i t 

R i ce a s s e m b l e r s , e s p e c i a l l y i n Codo, are an impo r t an t s ou r ce 

of s h o r t - t e r m farm c r e d i t . When f a r m e r s , f o r one rea son or a n o t h e r , 

do not borrow from government banks or f i n d t h i s s ou r ce i n c o n v e n i e n t , 

t h e i r next s t ep i s to seek c r e d i t from the m i l l e r or a s s emb le r w i t h 

whom they d e a l . Among a l l r i c e fa rmers i n t e r v i e w e d , 12.2% o f t h e i r 

c r e d i t came from the a s s e m b l e r s . In the two combined a r e a s , about 

81% of a s s emb l e r s p r o v i d e c r e d i t to f a r m e r s . The average t o t a l c r e d i t 



advanced to f a rmer s per a s s e m b l e r was NC r$17 ,900 . T h i s c r e d i t 

volume was d i s t r i b u t e d among an average o f 34 f a rmer s per as sem-

b l e r . 

In Maranhao , c r e d i t i n the form o f goods i s more p r e v a l e n t 

than i n the Sao F r a n c i s c o a rea . Over 1/3 of the l o a n s i n Maranhao 

are i n the form of g o o d s , w h i l e the f i g u r e i s i n s i g n i f i c a n t a l ong 

the Sao F r a n c i s c o R i v e r . 

A c c o r d i n g to a s s emb l e r s i n the Sao F r a n c i s c o a r e a , they 

charge an average i n t e r e s t r a t e o f 2 .6% per month. T h i s r a t e i s 

no t much above the i n t e r e s t r a t e be ing pa i d f o r farm l o a n s at 

bank s . However, a s s e m b l e r s o f t e n pay l e s s than the market p r i c e 

f o r r i c e to t ho se who are i n debt to them. There was l i t t l e s u c -

ce s s i n o b t a i n i n g i n f o r m a t i o n on the t r u e i n t e r e s t r a t e s c ha r ged . 

Large c o o r d i n a t e d m i l l e r s u s u a l l y s u p p l y l e s s c r e d i t to p r o d u c e r s 

and do so m o s t l y t h r ough commis s ioned a g e n t s . No r e s p o n s e s were 

o b t a i n e d on i n t e r e s t r a t e s i n Codo. 

A l a r g e pe rcen tage o f a s s e m b l e r s t hemse l ve s o b t a i n c r e d i t 

f o r b u s i n e s s o p e r a t i o n s . I n 1966, n e a r l y 66% o f i n t e r v i e w e d a s -

s emb le r s had o b t a i n e d some type o f l o a n . Of a l l l o an s g r a n t e d to 

a s s e m b l e r s , the most f r e q u e n t l y ment ioned (43%) l e n d e r was a 

government bank o f some type at an ave rage i n t e r e s t r a t e o f 2.4% 

per month. Next came p r i v a t e b a n k s , ment ioned by 22% of the assem-

b l e r s , at an i n t e r e s t r a t e o f 3.6% per month; then came money lend -

e r s who made 16% of the l o an s at a r a te o f 4 .3% per month. F r i e n d s 

and r e l a t i v e s s u p p l i e d the r ema in i ng l o a n s . 

Thu s , wh i l e ove r 80% o f a l l r i c e a s s e m b l e r s make l oan s to 

f a r m e r s , o n l y 66% seek c r e d i t f o r t h e i r own b u s i n e s s . T h i s i n d i -

c a te s t h a t about 14% o f the r i c e a s s emb l e r s u t i l i z e on l y t h e i r own 

r e s o u r c e s f o r wo rk i n g c a p i t a l and farm c r e d i t . On the o t h e r hand, 

t ho se a s s emb l e r s who do seek c r e d i t most f r e q u e n t l y t u r n to g o v e r n -

ment b a n k s , where c r e d i t r a t e s are l owe r . S t i l l , 16% must pay the 

h i g h i n t e r e s t r a t e s o f m o n e y l e n d e r s . 

T r a n s p o r t a t i on 

As i n n e a r l y a l l a rea s i n the N o r t h e a s t , f a r m - t o - m a r k e t t r a n s -

p o r t a t i o n i s p r i m i t i v e . F r e q u e n t l y , t r u c k s cannot reach the f a rms . 

On ly 6% o f a s s e m b l e r s i n the Sao F r a n c i s c o area ( e x c l u d i n g major 

a s semb ly c e n t e r s ) r e c e i v e most o f t h e i r r i c e by t r u c k . Tab le 9 .30 

i l l u s t r a t e s t h a t t r a n s p o r t a t i o n by t r u c k i s much more common i n 

Codo. 



Table 9 .30 Pe rcent 
o f R i ce 

o f A s s emb le r s 
T r a n s p o r t a t i o n 

R e p o r t i n g Dominant Means 
- - N o r t h e a s t B r a z i l 

Means 

Säo F r a n c i s c o 
major c o n v e r -
gence c e n t e r s 

(%) 

Säo F r a n c i s c o 
farm to sma l l 
market towns 

(%) 

Codó 
Maranhao 

(%) 

Animal 0 23 18 

O x c a r t s , e t c . 0 40 0 

R i v e r t r a n s p o r t 
( canoes ) 61 31 0 

Other s (human 
head, e t c . ) 6 0 0 

To ta l t r a d i t i o n a l 
means : 67% 94% 18% 

B u y e r ' s o r 
s e l l e r ' s t r u c k 0 4 30 

Independent 
t r u c k e r s 33 2 51 

To t a l m o t o r i z e d 
means : 33% 6% 82% 

To t a l t r a d i t i o n a l 
and m o t o r i z e d : 100% 100% 100% 

SOURCE: SUDENE/MS U A s semb le r Su r vey ( 1 9 6 7 ) . 

Summary 

More than 3/4 o f the r i c e consumed i n the R e c i f e market a rea 

i s s h i p p e d i n from s o u t h e r n B r a z i l . W i t h i n the N o r t h e a s t , the 

lower Sao F r a n c i s c o v a l l e y i s the p r i n c i p a l s o u r c e o f r i c e f o r 

R e c i f e , a l t h o u g h some i s r e c e i v e d from a new p r o d u c t i o n area i n 

Maranhao. 

Farmers i n the Sao F r a n c i s c o area market about 80% o f t h e i r 

r i c e o u t p u t , r e t a i n i n g the ba l ance f o r home consumpt ion and seed . 

S a l e s per farm ave raged 27 m e t r i c tons i n 1966. Farmers s o l d an 

average o f s i x l o t s d u r i n g the y e a r , w i t h s a l e s s e a s o n a l l y concen -

t r a t e d between Augu s t and December. Twenty pe r cen t s o l d a l l or 

p a r t o f t h e i r r i c e be fo re h a r v e s t . F i f t y - s e v e n pe r cen t s o l d to 

buyer s who d e f e r r e d payment an average o f one month a f t e r d e l i v e r y . 



The r i c e m i l l e r s are the most impo r t an t s a l e s o u t l e t f o r 

f a r m e r s , a l t h o u g h a s s emb le r s are a l s o i m p o r t a n t . The market seems 

r e a s o n a b l y c o m p e t i t i v e , w i t h farmer and buyer c o n t a c t s cen te red 

a round the m i l l l o c a t i o n . 

There i s e xce s s r i c e m i l l i n g c a p a c i t y i n the Sao F r a n c i s c o 

a r e a , w i th a t r end towards fewer and l a r g e r m i l l s o p e r a t i n g a 

g r e a t e r number o f days d u r i n g the y e a r . Some m i l l s p r o v i d e c u s -

tom m i l l i n g s e r v i c e s as a way o f g a i n i n g volume. 

Some r e d u c t i o n i n r i c e ma r ke t i n g c o s t s are be ing r e a l i z e d 

th rough a new v e r t i c a l l y c o o r d i n a t e d ar rangement which l i n k s a 

R e c i f e supe rmarke t w i th a l a r g e r i c e m i l l i n the Sao F r a n c i s c o 

a rea . Through an a g g r e s s i v e r e t a i l p r i c i n g p o l i c y p l u s a lower 

c o s t procurement s y s t em, t h i s s y s tem i s u n d e r s e l l i n g the more 

t r a d i t i o n a l r i c e ma rke t i n g sy s tem by 10 to 15% at the r e t a i l s t o r e 

1evel . 

R i ce s t o r a g e i s c o n c e n t r a t e d at the m i l l s , but f o r t y - t w o 

pe r cen t of the fa rmers s t o r e d r i c e on t h e i r f a rms . Farm s t o r a g e 

l o s s e s were 1 to 2% a c c o r d i n g to f a r m e r s ' e s t i m a t e s . However, 

o n l y 27% o f the se fa rmers s a i d they used f um i gan t s i n the s t o r e d 

g r a i n. 

The Rura l M a r k e t i n g System f o r Man ioc 

I n t r o d u c t i on 

Man ioc o r i g i n a t e d i n B r a z i l and s p r ead t h r o u g h o u t t r o p i c a l 

Amer i c a , A s i a and A f r i c a . The r o o t i s the l o w - c o s t s ou r ce o f 

s t a r c h i n the t r o p i c a l a r e a s . I t i s grown i n a lmos t a l l the s t a t e s 

o f B r a z i l , w i th B a h i a , R io Grande do Sul , Santa C a t a r i n a , Sao P a u l o , 

Pernambuco, and M inas G e r a i s as the l e a d i n g p r o d u c e r s . The p a r t s 

o f the p l a n t above g r o u n d , e s p e c i a l l y the l e a v e s , c o n t a i n a h i g h 

pe rcen tage o f p r o t e i n s and V i t am in A, but are not commonly used 

f o r e i t h e r human or l i v e s t o c k con sumpt i on . The m i l k of the manioc 

root c o n t a i n s t o x i c h y d r o c y a n i c a c i d , which must be e l i m i n a t e d by 

h e a t i n g , c o o k i n g , bak ing and/or exposu re to the sun be fo re human 

consumpt ion i s p o s s i b l e . 

Many p r oduc t s and b y - p r o d u c t s can be p r o c e s s e d from the 

manioc r o o t . However, the main p roduc t i s manioc f l o u r , which i s 

used e x t e n s i v e l y f o r food i n B r a z i l . I t i s a l s o used by the p e t r o -

leum i n d u s t r y i n the d r i l l i n g p r o c e s s . 

Man ioc i s one o f the s t a p l e s i n the B r a z i l i a n d i e t . The 

average annual per c a p i t a consumpt ion f o r a l l of B r a z i l i n 1960 



was 1 2 4 . 6 k i l o g r a m s . Due to i t s low p r i c e and h i g h c a r b o h y d r a t e 

c o n t e n t , man ioc f l o u r makes up an i m p o r t a n t p a r t o f the d i e t s o f 

the l ow - i n come u rban and r u r a l p o p u l a t i o n . The a v e r a g e r u r a l pe r 

c a p i t a c o n s u m p t i o n i n 1960 was 1 9 9 . 6 k i l o g r a m s f o r a l l o f B r a z i l 

and was no doubt s i g n i f i c a n t l y h i g h e r i n the N o r t h e a s t . 

The G e t u l i o V a r g a s F o u n d a t i o n has e s t i m a t e d t h a t the demand 

and s u p p l y o f man i oc w i l l i n c r e a s e by abou t 60% between 1965 and 

1975 ( T a b l e 9 . 3 1 ) . I f r e c e n t t r e n d s c o n t i n u e , most o f the a d d i -

t i o n a l o u t p u t w i l l be a c c o m p l i s h e d by i n c r e a s i n g the a r ea p l a n t e d 

r a t h e r than t h r o u g h h i g h e r y i e l d s on the e x i s t i n g l a n d i n p r o d u c -

t i o n . Between 1960 and 1 9 6 5 , man ioc y i e l d s f o r a l l o f B r a z i l 

i n c r e a s e d by o n l y a b o u t 9%. 

T a b l e 9 . 3 1 E s t i m a t e s 
Demand i n 

o f M a n i o c S u p p l y and 
B r a z i l ( i n 1000 t o n s ) 

Yea r Real Demand I n t e r n a l S u p p l y Real S u r p l u s 

1965 2 0 , 8 7 0 2 0 , 0 3 0 160 

1975 3 3 , 0 7 0 3 3 , 7 8 0 710 

SOURCE: Funda^ao G e t u l i o V a r g a s , Supply and Demand Projec-
tions of Farm Products for B r a z i l , V o l . 1 , pp. 1 5 3 -
155 . 

M a n i o c i s p r o d u c e d e v e r y w h e r e i n B r a z i l , bu t the l a r g e s t p r o -

d u c i n g a r e a s a re t h o s e wh ich have the g r e a t e s t c o n c e n t r a t i o n o f 

p o p u l a t i o n . T a b l e 9 . 3 2 shows t h a t the C e n t e r - S o u t h i s the l a r g e s t 

man i o c p r o d u c i n g r e g i o n , f o l l o w e d c l o s e l y by the N o r t h e a s t . Tha t 

t a b l e a l s o i n d i c a t e s t h a t N o r t h e a s t o u t p u t between 1960 and 1965 

d i d no t keep pace w i t h the r e s t o f B r a z i l . 

M a n i o c y i e l d s v a r y f rom 10 to 50 t o n s o f r o o t s pe r h e c t a r e . 

M o s t common a re y i e l d s o f 10 to 15 t o n s per h e c t a r e . The a v e r a g e 

y i e l d i n B a h i a i s l a r g e r t h a n i n the o t h e r s t a t e s . I n 1 9 6 5 , the 

a v e r a g e y i e l d i n B a h i a was 1 5 . 6 t o n s pe r h e c t a r e , compared to 1 0 . 1 

f o r Pernambuco and 1 1 . 7 f o r R i o Grande do S u l . 

SUNAB e s t i m a t e d man ioc p r o d u c t i o n i n Pernambuco f o r 1966 to 

be 1 0 5 , 3 8 0 t o n s , compared to t o t a l c o n s u m p t i o n o f 1 2 7 , 7 0 9 t o n s . 

T h i s l e a v e s a s t a t e d e f i c i t o f o v e r 2 2 , 0 0 0 t o n s . M o s t o f t h i s i s 

i m p o r t e d by t r u c k f rom s u r r o u n d i n g s t a t e s i n the N o r t h e a s t , but 



llll * ZÌ * I n c r e a s e 

P e r c e n t 
I n c r e a s e 
1 9 6 0 - 6 5 

N o r t h 8 1 1 , 9 8 4 4 . 6 1 , 3 1 7 , 6 7 5 5 . 3 62 

N o r t h e a s t 7 , 6 3 1 , 4 9 4 4 3 . 3 9 , 5 5 9 , 0 6 4 3 8 . 2 25 

C e n t e r -

S o u t h 9 , 1 6 9 , 7 3 5 5 2 . 1 1 4 , 1 1 5 , 8 5 8 5 6 . 5 54 

B r a z i l 1 7 , 6 1 3 , 2 1 3 1 0 0 . 0 2 4 , 9 9 2 , 5 7 9 1 0 0 . 0 42 

SOURCE: IBGE - S t a t i s t i c a l A n n u a l s o f B r a z i l : 1 9 6 3 , p. 6 6 ; 
and 1 9 6 6 , p. 106 . 

some 3 , 0 0 0 t o n s d i d e n t e r the p o r t o f R e c i f e f rom the C e n t e r - S o u t h 

o f B r a z i l i n 1 966 . 

I n summary, i t seems c l e a r t h a t man ioc w i l l r ema in an i m p o r -

t a n t s o u r c e o f f o o d i n B r a z i l f o r some t i m e , e s p e c i a l l y i n the 

l o w e r income a r e a s . However , y i e l d s a re low and t h e r e has been 

l i t t l e improvement i n r e c e n t y e a r s . W h i l e the N o r t h e a s t as a who le 

i s s e l f - s u f f i c i e n t i n man i oc p r o d u c t i o n , the s t a t e o f Pernambuco i s 

a n e t i m p o r t e r , m o s t l y f rom n e i g h b o r i n g s t a t e s . 

D e s c r i p t i o n and E v a l u a t i o n o f the 
Ru r a l A s s e m b l y S y s t e m 

M a r k e t S t r u c t u r e 

The man ioc s u p p l y a r e a f o r R e c i f e i s c o n c e n t r a t e d i n the humid 

c o a s t a l zone and i n the s e m i - a r i d A g r e s t e to the we s t o f the c i t y . 

Howeve r , some man i o c i s p r o d u c e d i n most p a r t s o f the s t a t e . 

One m i g h t c h a r a c t e r i z e man ioc p r o d u c t i o n and m a r k e t i n g as one 

s t e p removed f rom s u b s i s t e n c e f a r m i n g and b a r t e r e x c h a n g e . The 

f a r m e r g e n e r a l l y has o n l y a v e r y s m a l l p i e c e o f l a n d . He w i l l p r o -

duce man ioc a l o n g w i t h a few o t h e r c r o p s f o r f a m i l y c o n s u m p t i o n . 

The man ioc i s h a r v e s t e d p e r i o d i c a l l y t h r o u g h the y e a r and s o l d to a 

l o c a l m i l l e r o r p r o c e s s e d by the f a r m e r i n h i s own o r i n a n e i g h b o r ' s 

c r ude m i l l f o r wh i ch payment i s u s u a l l y made i n k i n d . The s u r p l u s 

f l o u r i s t hen s o l d i n a l o c a l fe i, va. i n o r d e r to f i n a n c e the p u r c h a s e 

o f f ood and n o n - f o o d i t ems f o r the man i oc f a r m e r and h i s f a m i l y . 

The s a l e i n the l o c a l f e i v a may be to any one o f s e v e r a l d i f -

f e r e n t k i n d s o f b u y e r s who s p e c i a l i z e i n man ioc f l o u r { f a r i n h a ) . 



M o s t f r e q u e n t l y , t h o s e b u y e r s w i l l t r a n s p o r t the f l o u r i n t h e i r own 

v e h i c l e s o r pay a t r u c k e r t o move the p r o d u c t to R e c i f e f o r d i r e c t 

s a l e s to r e t a i l e r s . T h i s p r o c e s s goe s on y e a r r o u n d , but p r o d u c t i o n 

i n Pernambuco seems to be h e a v i e s t f rom September t h r o u g h November. 

T h i s s e c t i o n w i l l f o c u s f i r s t on some d e t a i l e d d e s c r i p t i o n o f 

t he m a r k e t s t r u c t u r e f o r man i oc by r e v i e w i n g m a r k e t i n g methods o f 

f a r m e r s , by d i s c u s s i n g the d i f f e r e n t t y p e s o f a s s e m b l e r s and t h e i r 

m a r k e t i n g p r o c e d u r e s , and by e x a m i n i n g the a s s e m b l e r s ' s a l e s l i n k 

to the R e c i f e m a r k e t . The r e m a i n d e r o f the d i s c u s s i o n on man i oc 

w i l l be d i r e c t e d t owa rd an e x a m i n a t i o n o f the p e r f o r m a n c e o f the 

m a r k e t i n g s y s t e m w i t h r e s p e c t to c o m p e t i t i v e b e h a v i o r , p r i c e s , mar -

g i n s , and the v a r i o u s f u n c t i o n s p e r f o r m e d i n the s y s t e m . 

Farmer M a r k e t i n g A c t i v i t i e s 

T a b l e 9 . 3 3 shows t h a t the a v e r a g e q u a n t i t y o f man i oc f l o u r 

p r o d u c e d pe r farm i n 1966 was s l i g h t l y g r e a t e r t han i n 1965 . I t 

a l s o i n d i c a t e s t h a t 85 to 90% o f the p r o d u c t i o n was s o l d i n both 

y e a r s . Home c o n s u m p t i o n a n d / o r l o s s e s were s l i g h t l y h i g h e r i n 

1965 t h a n i n 1966 . 

T a b l e 9 . 3 3 A v e r a g e Q u a n t i t y o f Farinha P r o d u c e d 
and S o l d by Fa rmer s i n t he S a m p l e , 
1 9 6 5 - 6 6 

1965 1966 

Q u a n t i t y p r o d u c e d ( i n k g s . ) 6 , 7 1 7 7 , 5 40 

Q u a n t i t y s o l d ( i n k g s . ) 5 , 7 9 9 6 , 8 8 3 

P e r c e n t s o l d 86 91 

SOURCE: SUDENE/MSU S u r v e y (1 9 6 7 ) . 

T o t a l s a l e s o f farinha a v e r a g e d N C r $ l , 2 1 1 d u r i n g 1966 . How-

e v e r , the e x i s t e n c e o f a few l a r g e o p e r a t o r s can make the a v e r a g e 

a poo r i n d i c a t o r o f the a c t u a l s a l e s . A b e t t e r i n d i c a t o r i n t h i s 

c a s e i s the f a c t t h a t 1/2 o f man i oc p r o d u c e r s had farinha s a l e s o f 

l e s s than NCr$200 d u r i n g 1966 . T o t a l g r o s s f a rm s a l e s pe r man i oc 

p r o d u c e r were N C r $ l , 5 0 5 i n 1966 . S a l e s o f farinha a c c o u n t e d f o r 

81% o f t o t a l fa rm income. Such a h i g h p e r c e n t a g e i n d i c a t e s a h i g h 

deg r ee o f f a r m e r s p e c i a l i z a t i o n i n man ioc p r o d u c t i o n . 



Farmers r e p o r t e d an a v e r a g e o f 22 d i f f e r e n t s a l e s t r a n s a c t i o n s 

pe r y e a r w i t h some mak ing as many as 98 d i f f e r e n t s a l e s t r a n s a c t i o n s 

Howeve r , o v e r 50% o f the f a r m e r s r e p o r t e d s e l l i n g l e s s than 12 t i m e s 

i n 1966 ( T a b l e 9 . 3 4 ) . S a l e s were made t h r o u g h o u t the y e a r , but the 

most i n t e n s i v e m a r k e t i n g p e r i o d f o r Pernambuco p r o d u c e r s seems to be 

September t h r o u g h November. The l e a s t i n t e n s i v e m a r k e t i n g p e r i o d 

s t r e t c h e s f rom A p r i l t h r o u g h June . 

T a b l e 9 . 3 4 Number, T i m i n g , and S i z e o f 
Farmer Farinha S a l e s , 1966 

Range A v e r a g e Medi an 

Number o f s a l e s per y e a r 0 - 9 8 22 12 

M o s t i n t e n s i v e s a l e s p e r i o d N. A. N. A. S e p t - O c t - N o v 

L e a s t i n t e n s i v e s a l e s p e r i o d N. A. N. A. A p r - M a y - J u n e 

S i z e o f f i r s t s a l e s ( k g s . ) 0 - 2 8 , 5 0 0 2383 700 

S i z e o f s e c o n d s a l e ( k g s . ) 0 - 1 5 ,000 1052 300 

SOURCE: SUDENE/MSU S u r v e y ( 1 9 6 7 ) . 

Farmers were a s k e d to i n d i c a t e the s i z e o f t h e i r f i r s t and 

s e c o n d man ioc f l o u r s a l e s t r a n s a c t i o n i n 1966 . The r e s u l t s a re 

r e p o r t e d i n T a b l e 9 . 3 4 . Once a g a i n the median v a l u e i n both c a s e s 

was s i g n i f i c a n t l y l owe r t han the a v e r a g e . N e v e r t h e l e s s , u s i n g 

e i t h e r the mean o r median s i z e o f t r a n s a c t i o n as an i n d i c a t o r , i t 

i s c l e a r t h a t each i n d i v i d u a l f a r m e r c o n c e n t r a t e s the b u l k o f h i s 

h a r v e s t i n g and s a l e s i n one p e r i o d and then makes s m a l l e r s a l e s 

t h r o u g h the r e s t o f the y e a r . M o r e o v e r , i t i s c l e a r t h a t the 

amount o f farinha s o l d at one t ime by any one f a r m e r i s v e r y 

s m a l l , u s u a l l y s m a l l enough to be c a r r i e d to ma rke t on one or two 

h o r s e s . 

A l m o s t a l w a y s , the f a r m e r t a k e s the p r o d u c t to a l o c a l f e i r a 

o r somet imes to a p u b l i c marke t i n a c o n v e r g e n c e c e n t e r where i t 

i s s o l d to a v a r i e t y o f b u y e r s . T a b l e 9 . 3 5 i n d i c a t e s t h a t a l a r g e 

number of t r a n s a c t i o n s ( 31% ) were made d i r e c t l y w i t h f e i r a o p e r a -

t o r s . S e l l i n g to the f e i r a o p e r a t o r may i n some c a s e s r e f l e c t a 

t ype o f b a r t e r i n g i n wh i ch the man ioc p r o d u c e r s e l l s o r b a r t e r s h i s 

farinha to the f e i r a o p e r a t o r and buys f rom t h i s same i n d i v i d u a l 

some o f the f ood i t ems needed f o r h i s f a m i l y . I t i s l i k e l y , how-

e v e r , t h a t the p e r c e n t a g e o f s a l e s t o f e i r a o p e r a t o r s i s o v e r s t a t e d 



due to some f a r m e r s i n t e r p r e t i n g the q u e s t i o n to mean s a l e s a t the 

f e i v a whe the r o r not they were to one o f the s t a l l o p e r a t o r s t h e r e . 

About 21% o f t he farm s a l e s were made to t r u c k e r - b u y e r s and abou t 

16% to l o c a l b u y e r s . The l a t t e r c a t e g o r y wou ld p r o b a b l y i n c l u d e 

t h o s e s a l e s o f t he raw man ioc r o o t to l o c a l s p e c i a l i z e d m i l l e r s . 

The b a l a n c e o f the s a l e s were made to l a n d l o r d s , c o n s u m e r s , o r to 

v a r i o u s t y p e s o f b u y e r s who make p u r c h a s e s i n r u r a l feivas and c o n -

v e r g e n c e m a r k e t s s u ch as V i t o r i a do S a n t o A n t a o . 

T a b l e 9 . 3 5 P e r c e n t a g e D i s t r i b u t i o n 
by P r o d u c e r s f o r Month 

o f Favinha S a l e s 
o f L a r g e s t S a l e s , 1966 

Type o f b u y e r 
P e r c e n t s a l e s 

i n l a r g e s t s a l e 
month 

Consumer 9 . 3 

Landowner 2 . 7 

L o ca l b u y e r 16 . 0 

Warehouse b u y e r 6 . 0 

Bi g Rec i fe b u y e r 3 . 3 

O the r b i g b u y e r 2 . 0 

O u t - o f - t o w n t r u c k e r - b u y e r 2 0 . 7 

Feiva o p e r a t o r 3 0 . 7 

O the r and d o n 1 1 know 9 . 3 

TOTAL 100 .0 

SOURCE: SUDENE/MSU Farmer S u r v e y ( 1 9 6 7 ) . 

A s s e m b l e r C h a r a c t e r i s t i c s and Channe l Maps 

The f o r e g o i n g d i s c u s s i o n o f f a r m e r m a r k e t i n g c h a n n e l s s u g g e s t -

ed t h a t most s a l e s a re made to t h r e e d i s t i n c t t y p e s o f b u y e r s . The 

a s s e m b l e r s u r v e y a l s o i n d i c a t e d t h a t s u ch a t h r e e - w a y c l a s s i f i c a t i o n 

c o u l d be u sed to c h a r a c t e r i z e man ioc a s s e m b l e r s . I n the f i r s t g r o u p 

one f i n d s the mi 1 1 e r - b u y e r s . These a re i n d i v i d u a l s who own a m i l l - -

w h i c h may be a hand powered m i l l owned by a f a rme r and used o n l y o c -

c a s i o n a l l y o r i t may be a commerc ia l m i l l w i t h e l e c t r i c o r g a s o l i n e 

powered e q u i p m e n t . The s e cond g r oup i s the l a r g e s t and i n c l u d e s 

l o c a l m e r c h a n t s , f e i v a b u y e r s , p u b l i c market b u y e r s , and a few l o c a l 

f i x e d a s s e m b l e r s . The t h i r d g r o u p i s made up o f i t i n e r a n t b u y e r s 



who o c c a s i o n a l l y make fa rm p u r c h a s e s but most f r e q u e n t l y do t h e i r 

b u y i n g i n r u r a l f e i r a s o r a t p u b l i c m a r k e t s i n c o n v e r g e n c e c e n t e r s . 

There a re a p p r o x i m a t e l y 436 man i o c a s s e m b l e r s i n the munici-

pio a r e a s c ho sen as the u n i v e r s e o f the s a m p l e . The se a s s e m b l e r s 

are c l a s s i f i e d i n T a b l e 9 . 3 6 . The e x t r e m e l y l a r g e number o f a s s e m -

b l e r s d e a l i n g i n s m a l l vo lumes g i v e s an i n d i c a t i o n o f the a t o m i s t i c 

n a t u r e o f man i oc m i l l i n g and a s s e m b l y . 

T a b l e 9 . 3 6 Number and S i z e o f M a n i o c 
A s s e m b l y and M i l l i n g F i rms 

Type 
E s t i m a t e d number 

o f f i rms 
i n p o p u l a t i o n 

Range i n annua l 
vo lume ( m e t r i c 
t o n s o f f l o u r ) 

M i l l e r s p a i d i n k i n d a 195 . 5 - 3 . 0 

Mi 1 1 e r - b u y e r s 90 1 - 1 2 0 

Sma l l a s s e m b l e r s 70 3 - 7 5 

P u b l i c ma r ke t b u y e r s 27 5 0 - 6 0 0 

T r u c k e r - b u y e r s 42 2 0 - 1 5 0 

L a r g e i t i n e r a n t a s s e m b l e r s 12 1 0 0 - 1 ,200 

TOTAL 436 

On l y m i l l e r s t h a t c h a r g e a c o m m i s s i o n i n f l o u r f o r use 
o f m i l l a re i n c l u d e d , and the volume l i s t e d p e r t a i n s t o 
f l o u r r e c e i v e d i n t h i s manner . Those who m i l l o n l y t h e i r 
own man ioc a re not a s s e m b l e r s . 

SOURCE: SUDENE/MSU A s s e m b l e r S u r v e y and c a s e s t u d i e s ( 1 9 6 7 ) . 

The f o l l o w i n g channe l map shows the r e l a t i v e i m p o r t a n c e o f 

the d i f f e r e n t t y p e s o f man i oc a s s e m b l e r s and t h e i r most i m p o r t a n t 

R e c i f e s a l e s o u t l e t s ( F i g u r e 9 . 5 ) . T h i s map i s b a s ed on da t a c o l -

l e c t e d i n t he random s u r v e y among a s s e m b l e r s i n t h r e e i m p o r t a n t 

man i o c p r o d u c i n g municipios n e a r R e c i f e . Due to the c o m p l e x i t y 

and d i v e r s i t y o f the m a r k e t i n g c h a n n e l , t h i s map s h o u l d o n l y be 

r e g a r d e d as a good a p p r o x i m a t i o n o f the a c t u a l s y s t e m . N e v e r t h e -

l e s s , t he da t a f rom wh ich the map was c o n s t r u c t e d are the most r e -

l i a b l e c o l l e c t e d to d a t e . A number o f g e n e r a l c o n c l u s i o n s abou t 

the o p e r a t i o n o f the man i oc m a r k e t i n g s y s t e m a re c l e a r and r e l i a b l e . 

The map shows t h a t no s i n g l e channe l f rom f a r m e r to consumer 

i s d o m i n a n t . The volume i s d i v i d e d among s e v e r a l d i f f e r e n t channe l 

combi n a t i o n s . 
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The assembler survey data v e r i f i e s the farm s a l e s data d i s -

cussed e a r l i e r , showing that the most important farm level buyers 

of manioc f l o u r are loca l as semblers . I t i s est imated that the 

buyers in t h i s group purchase about 29% of the tota l p roduct ion . 

The second most important type of ru ra l buyers are truck owners 

and i t i n e r a n t buyers who rent t r an spo r t space (19%). These are 

fo l lowed by mi 1 l e r -buye r s ( 15 .5% ) , pub l i c market buyers ( 12 .0% ) , 

and Recife who lesa le r s buying d i r e c t from farmers (5 .5%) . 

The map shows that r e l a t i v e l y l i t t l e t r ad ing goes on between 

rura l as semblers . The product f requent l y f lows d i r e c t l y from the 

farm level buyer to a Reci fe who le sa le r or r e t a i l e r . This i s 

probably due to the c lo senes s of the manioc supply area to the 

la rge consumer market in Rec i fe . Table 9.37 shows the percentage 

of manioc f l o u r f lowing through two, three and four assembler 

l e v e l s . The average number of handlers i s r e l a t i v e l y low fo r a 

developing area ( 2 .65 ) . But g iven the leve l of marg in s , market-

ing costs are s t i l l r e l a t i v e l y high in the l i g h t of s e r v i c e s per -

formed. 

Table 9.37 Percent of Total 
through Var ious 
ac t ions between 

Mani oc F1our Movi ng 
Numbers of Market T rans -
Producers and Reta i ' lers 

Number of T ransac t ions % of Flow in Pernambuco 

Two 46 .6 

Three 42 .0 

Four 11 .4 

TOTAL 100 .0 

Average Number of T ransac t i on s 2 .65 

SOURCE: SUDENE/MSU Assembler Survey (1967). 

Manioc assemblers vary widely in t h e i r c h a r a c t e r i s t i c s (Table 

9 . 38 ) . The volume of manioc f l o u r purchased ranged from 1 to 200 

metr ic tons , with a mean of 35.4 and a median of 13. This i nd i c a te s 

that most assemblers handle very small amounts. The average to ta l 

value of those purchases was NCr$7,330. Those purchases are made 

from an average of 36 farmers dur ing the year . However, the tota l 
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purchases from one farmer could have been made at severa l d i f f e r -

ent times dur ing the y ea r , r e s u l t i n g in the extremely small t r a n s -

act ion s i z e s noted in the farmer marketing s e c t i o n . I t i s s i g n i -

f i c a n t that 42% of the assemblers in terv iewed were par t - t ime manioc 

buyers with farming as t h e i r major occupat ion. The remaining 58% 

l i s t e d t h e i r major occupat ions as m i l l e r s , a s sembler s , t raders or 

t r a n s p o r t e r s . The major i ty of assemblers (59.4%) do not employ 

f u l l - t i m e workers in t h e i r b u s i n e s s e s , but most do use a c on s i de r -

able amount of fami ly and par t - t ime l abor . The average weekly wage 

b i l l f o r manioc assemblers was NCr$61.00. 

Table 9.38 S t r u c t u r a l C h a r a c t e r i s t i c s of 
Manioc Assembly F i rms, 1966 

Character i s t i cs Range Medi an Average 

Met r i c tons manioc f l o u r traded 1-200 13 35. ,4 

Total value of annual purchases 
(NCr$) N.A. N.A. 7,330, .0 

Number of s u p p l i e r s 1-180 18 36. .0 

% with major occupat ion farmer N.A. N.A. 47. .3 

% with major occupat ion m i l l e r 
or assembler N.A. N.A. 52, .7 

Number of f u l l - t i m e employees 0-5 1 1 , . 7 

Weekly wage b i l l (NCr$) 0-200 51 61 , .0 

SOURCE: SUDENE/MSU Survey (1967) . 

Manioc F lour M i l l s 

M i l l i n g i s a very l a b o r - i n t e n s i v e ope ra t i on . Women peel the 

tubers whi le other workers operate the m i l l which g r i nd s and pres ses 

the manioc, removing the t o x i c j u i c e s . The remaining po r t i on i s 

s i f t e d and then toas ted in open ovens heated by f i rewood whi le being 

cons tan t l y turned to prevent burn ing. I t i s then taken from the 

oven and bagged. I t i s est imated that about 90% of a l l the m i l l s 

in the area surveyed were owned by farmers who do not purchase add i -

t i ona l manioc f o r m i l l i n g . However, most of these farmers do permit 

other producers to use t h e i r m i l l s i f a c e r t a i n percentage of the 

f l o u r i s pa id as rent fo r the use of the equipment. In many cases 

the m i l l owners buy the r e s t of the f a rmer ' s f l o u r and s e l l i t when 

he markets h i s . Thus, many f a rme r -m i l l e r s become sma l l , par t - t ime 
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as semb le r s as w e l l . Mo reove r , a few of these mil 1 e r - f a rme r s pu r -

chase t ube r s to m i l l and s e l l as manioc f l o u r . The f i n a l ca tegory 

o f m i l l e r - b u y e r s are those who own m o t o r - d r i v e n m i l l s and operate 

them as t h e i r major o c c u p a t i o n . There are r e l a t i v e l y few of t he se , 

but t h e i r average volume i s u s u a l l y l a r g e . 

The d a i l y c a p a c i t y of the m i l l s su r veyed ranges from 100 to 

2,000 kg s . of f l o u r , wh i l e a ve r ag i n g 551 kg s . The average va lue 

of these m i l l s i s e s t imated at NC r $ l , 6 25 . Whi le the co s t of manioc 

m i l l i n g v a r i e d from 5 to 18 centavos (NCr$) per kg. of f l o u r , both 

the average and median co s t s were about 8 centavos (NCr$) per kg. 

Small A s sembler s 

Grouped here are a wide v a r i e t y of f l o u r buyers who u s u a l l y 

make t h e i r pu rcha se s d i r e c t from the farmer i n a l o c a l feira r e t a i l 

o u t l e t or i n a p u b l i c market at a convergence cen te r . I t i n c l u d e s 

r e t a i l s t o r e owners who s e l l t h e i r goods on c r e d i t to farmers and 

take farinha i n payment or who purchase f l o u r o u t r i g h t . A l s o i n -

c luded are s p e c i a l i z e d buyers who rent space in a p u b l i c market 

such as V i t o r i a do Santo Antao , smal l r u r a l f i x e d a s s e m b l e r s , and 

p a r t - t i m e f a r m e r - a s s e m b l e r s . A l l a s sembler types i n t h i s g r oup , 

except p u b l i c market b u y e r s , most f r e q u e n t l y s e l l to o the r assem-

b l e r s such as l a r g e i t i n e r a n t buye r s . P u b l i c market buyers are 

most l i k e l y to s e l l to Rec i f e w h o l e s a l e r s or r e t a i l e r s . 

I t i n e r a n t As sembler s 

There are b a s i c a l l y two types of a s semble r s w i t h i n t h i s g roup. 

The f i r s t are i n d i v i d u a l s who own t r u c k s and t r a v e l from feira to 

feira and then to Rec i f e t r a n s p o r t i n g goods f o r a fee . O c c a s i o n a l l y 

they may buy a few sacks o f manioc f l o u r to s e l l i n another market. 

However, t h e i r major o c cupa t i on i s t h a t of a t r a n s p o r t e r . The o the r 

type w i t h i n t h i s group are the l a r g e i t i n e r a n t a s s emb le r s . These i n -

d i v i d u a l s may or may not own a t r u c k . Those who do not have t h e i r 

own t r a n s p o r t a t i o n rent space from the t r u c k e r s ment ioned above. 

These, however, are f u l l - t i m e buyers who may handle s e ve r a l t r u c k -

l oads of manioc f l o u r a week. N e v e r t h e l e s s , t h e i r methods o f opera -

t i o n and a t t i t u d e s remain as t r a d i t i o n a l as o the r a s semble r s i n the 

s y s tem. 

Both types of i t i n e r a n t a s semble r s mentioned above s e l l p r i -

m a r i l y to Rec i f e w h o l e s a l e r s and r e t a i l e r s , o f ten under a r e g u l a r 

s u p p l y arrangement. 
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C o m p e t i t i v e Behavior 

A look at the structure of the m a n i o c assembly m a r k e t for 

Recife would suggest that the system is reasonably c o m p e t i t i v e . 

In the 13 municipio areas around Recife where m a n i o c is intensive-

ly p r o d u c e d , there are an estimated 436 firms making purchases 

direct from f a r m e r s . None appear to be large enough to affect 

prices by their a c t i o n s . M o r e o v e r , m o s t of the transactions with 

farmers are made in rural feiras or convergence center markets 

with several buyers making purchases there on any given day; thus 

prices within a given m a r k e t on a given day are governed by com-

petition among buyers in that m a r k e t and farmers selling there 

have ready access to the prevailing p r i c e . On the other h a n d , due 

to the absence of regular price i n f o r m a t i o n , price differentials 

between the various rural m a r k e t s and Recife on any given day may 

be g r e a t e r or smaller than the cost of t r a n s p o r t a t i o n . This mar-

ket m a l a d j u s t m e n t is reduced by the p e r s o n - t o - p e r s o n flow of price 

information through assemblers dealing in several m a r k e t s . This 

flow of price information is s u b j e c t to all the distortions of such 

an informal communication media and may be purposely distorted in 

cases where it is to the economic advantage of the a s s e m b l e r - c o m m u -

ni c a t o r . 

It was noted earlier that m a n i o c assemblers tend to be quite 

homogeneous in their personal c h a r a c t e r i s t i c s , methods of o p e r a t i o n , 

size of b u s i n e s s , and a t t i t u d e s . This homogeneity coupled with the 

atomistic m a r k e t structure m e n t i o n e d above has seemingly produced a 

c o m p e t i t i v e e n v i r o n m e n t conducive to economic stagnation as opposed 

to dynamic growth and i m p r o v e m e n t . There are apparently no larger 

s c a l e , lower c o s t , more innovative assemblers in the system who are 

creating a competitive force which might lead to lower m a r g i n s , 

better h a n d l i n g , and improved marketing s e r v i c e s . Sales arrange-

ments seem to depend on habitual exchange between a farmer and his 

a s s e m b l e r . About 44% of the assemblers interviewed said they bought 

only from regular s u p p l i e r s . When asked why they thought farmers 

continued to sell to them r e g u l a r l y , 37% m e n t i o n e d that it was be-

cause they pay higher p r i c e s , 31% simply said they were "old custom-

ers" and 12% felt their giving regular credit was the main r e a s o n . 

In spite of the fact that the m a n i o c assembly m a r k e t appears 

reasonably c o m p e t i t i v e , there is some evidence of m a r k e t sharing 

and price c o l l u s i o n . There seems to be an attitude of "live and 

let live" among a s s e m b l e r s . There is a general recognition of 

their i n t e r d e p e n d e n c e with o t h e r firms in the m a r k e t and that ag-
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g r e s s i v e compet i t i on would on ly make i t more d i f f i c u l t f o r a l l . 

Thus , n e a r l y 65% of the a s semble r s agreed that "bus ines smen who 

pay more i n o rde r to buy more are not wel l regarded by o t h e r s . " 

But s o c i a l s a n c t i o n s and an a t t i t u d e o f l i v e and l e t l i v e are not 

the on l y f a c t o r s which may l i m i t c ompe t i t i on . About 40% of the 

a s semble r s admitted tha t they had been i n v i t e d to make a c o l l u s i v e 

p r i c e agreement wi th o the r a s s emb l e r s . Th i s c e r t a i n l y does not 

mean tha t 40% of the a s semble r s are c o l l u d i n g , but the p reva lence 

of " o f f e r s " s u g g e s t s t ha t some arrangements are be ing made; o t h e r -

wise such o f f e r s would not have been encouraged. 

Table 9.39 i n d i c a t e s tha t p r o p e n s i t i e s to e x i t from manioc 

market ing are g r ea t among smal l a s semble r s ( m i l l e r s , s t o r e owners 

and g a t h e r e r s ) . I t appears t ha t many would turn to farming and 

o the r endeavors i f the l a r g e r a s semble r s were to i n c r e a s e t h e i r 

volumes. I t seems as though the s m a l l e r a s semble r s have contem-

p l a t ed t h e i r p o s i t i o n and are l o o k i n g f o r a l t e r n a t i v e employment. 

Th i s s u g g e s t s tha t a t rend toward l a r g e r s c a l e , v e r t i c a l l y c oo r -

d i na ted f i rms would not c reate undue s o c i a l p rob lems. 

Table 9.39 I n d i c a t i o n s of P r o p e n s i t i e s to E x i t 

A t t i tude Response 
Predominant type of 
a s sembler re spond ing 

i n t h i s manner 

W i l l i n g to m ig ra te to 
ci ty 23.6% S t o re owners and 

g a t h e r e r s 

Average s a l a r y needed 
to a t t r a c t to c i t y NCr$244/mo. 

P r e f e r to i n v e s t ou t -
s i d e manioc 66.7% A l l types are equal 

Feel t h e i r o ther b u s i -
nes se s more important 72.2% 

A l l but l a r g e i t i n e r -
ants and t r u c k e r s 

SOURCE: SUDENE/MSU Assembler Survey ( 1 967 ) . 

P r i c e s and Ma rg i n s 

I t has been noted e a r l i e r i n an examinat ion of the market 

channel map f o r manioc f l o u r t ha t smal l and medium-s ized a s sembler s 

i n r u r a l feiras and p u b l i c markets are the most impor tant buyers 

of farinha at the farm l e v e l . Table 9.40 shows the percentage of 

a l l r epo r ted s a l e s t r a n s a c t i o n s in the farmer su r vey which were 
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made with the different types of buyers. It also shows the aver-

age price paid by each. The average price paid by small and 

medium-sized assemblers is almost two centavos (NCr$) more per 

kilo than that paid by itinerants. 

SOURCE: SUDENE/MSU Survey (1967). 

In both rice and bean markets, itinerants represent a compe-

titive lead edge in the system due to their ability to bypass cer-

tain intermediate handlers. It appears that traditional manioc 

flour assemblers, due to their geographical proximity to Recife, 

already have fairly direct sales connections with wholesalers and 

retailers in the city. Moreover, the itinerant manioc assemblers 

tend to operate much like their traditional counterpart assemblers. 

Most make small lot purchases in several different feiras and 

either use their own truck or rent space to transport the product 

to Recife. 

Table 9.41 shows the range, median, and average price received 

by manioc farmers. These data suggest that in 1966 prices tended 

to be lowest during the months of April to July. The reader will 

recall that this was the period of least intensive sales by farmers 

in the sampled area. The low price suggests that supplies from 

other areas either in the Northeast or from the South were large 

enough during that period to depress Recife prices. Manioc flour 

prices were higher during the months of August to December and 

January to March. The average seasonal variation price between the 

months of lowest prices and the months of highest prices is rela-

tively narrow (not more than 4 centavos per kilo, or about 20%). 
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Table 9.40 Relative Importance of Different 
Manioc Assemblers and Prices Paid 

1966 

Types of 
by Each, 

Type of % of farmer trans-
assembler actions made with: 

Average 
prices paid 

Miller-buyers 8.8 19.8 

Small & medium assemblers 61.3 20.2 

Itinerant buyers 29.9 17.5 

Totals and combined average 100.0 19.4 



Tab le 9 .41 Farmer S a l e s P r i c e f o r Man ioc 
F l o u r , by Month , 1966 

Month Range new 
c e n t a v o s / k g . Medi an Average new 

c e n t a v o s / k g . 

J a n u a ry 6 - 3 3 19. .0 19 .21 

Februa ry 6 - 4 2 20. .5 2 0 . 09 

March 8 - 3 8 17. .0 19 .70 

Ap r i 1 3 - 3 3 16. .0 17 .29 

May 5 - 3 8 16. .5 18.50 

June 5 - 3 3 18. .0 18.10 

J u l y 7 - 44 17. .0 18 .33 

Augu s t 12 -38 20. .6 20 .00 

September 16 - 29 21. .0 20 .81 

October 10 -33 16. .0 18 .95 

November 10-50 19. .0 20 . 89 

December 6 - 3 5 19. .0 19 .48 

SOURCE: SUDENE/MSU Su rvey ( 1 9 6 7 ) . 

An e f f o r t was made to determine the g r o s s marg i n o f manioc 

a s s e m b l e r s . Each r e sponden t was a s ked how much mark-up ( i n NCr$ 

per u n i t o f p r o d u c t ) would be r e q u i r e d f o r him to cove r h i s c o s t s 

and make a normal p r o f i t . The r e s u l t i n g average mark-up among 

a l l m i l l e r s and a s s e m b l e r s was 6 .4 new cen tavo s per k i l o o f manioc 

f l o u r . The r eade r s h o u l d note t h a t t h i s average does i n c l u d e 

m i l l e r - b u y e r s who p r o c e s s the p r o d u c t i n a d d i t i o n to pe r f o rm ing 

the a s semb ly f u n c t i o n . T h e i r c o s t s and ma rg i n s would tend to 

r a i s e the a ve r a ge . I f one adds t h i s ave rage f i x e d marg in to the 

ave rage farm p r i c e f o r 1966, a base a s s emb le r s a l e s p r i c e of 2 5 . 8 

new cen tavo s per k i l o i s the r e s u l t . U s i ng t h i s b a s e , the g r o s s 

p e r c e n t marg in f o r manioc a s s emb l e r s would be 24 . 8% . An a l t e r n a -

t i v e base p r i c e would be the average h i g h e s t p r i c e r e c e i v e d by 

a s s e m b l e r s i n 1966. That average p r i c e o f 24 . 9 new cen tavo s per 

k i l o g r a m would produce a g r o s s pe r cen t marg in of 25 . 7% . 

U s i ng e i t h e r base p r i c e , the g r o s s pe r cen tage mark-up seems 

f a i r l y h i g h i n r e l a t i o n to the marg i n s of o the r p r oduc t a s s e m b l e r s . 

Pa r t o f t h i s may be due to an o v e r - e s t i m a t e o f the marg in r e q u i r e d 

by manioc a s s e m b l e r s to cover c o s t s and y i e l d an adequate p r o f i t . 

But the re i s no rea son to b e l i e v e t h a t the r e spon se b i a s among 



manioc a s s e m b l e r s s h o u l d have been g r e a t e r than f o r o t h e r commodity 

a s s e m b l e r s . T h i s , coup led w i t h the e v i dence t h a t g r o s s r e t a i l and 

w h o l e s a l e ma rg i n s on manioc f l o u r are r e l a t i v e l y h i g h e r than f o r 

o t he r p r o d u c t s , s u g g e s t s t h a t manioc a s s e m b l e r s a c t u a l l y do o b t a i n 

h i g h e r ma rg i n s under p r e s e n t c o n d i t i o n s than do o t he r commodity 

a s s e m b l e r s . 

Ma rke t I n f o r m a t i o n 

In Chapter 7 i t was noted t h a t n e i t h e r manioc f a rmer s nor 

a s s e m b l e r s i n d i c a t e d a h i g h degree of usage o f the p r i n t e d media 

o r t e l e v i s i o n , a l t h o u g h a s s e m b l e r s showed s i g n i f i c a n t l y g r e a t e r 

e xpo su re than f a r m e r s . On the o t h e r hand, the m a j o r i t y o f both 

a s s e m b l e r s and f a rmer s do l i s t e n to the r a d i o f o r a t l e a s t one 

hour a day. T h i s s u g g e s t s t h a t r a d i o ho l d s c o n s i d e r a b l e p romi se 

as a medium f o r r e a c h i n g both f a rmer s and a s s emb l e r s w i t h market 

i n f o r m a t i on. 

At the p r e s e n t t ime , however , none of the mass media are a 

s i g n i f i c a n t s ou r ce o f market i n f o r m a t i o n f o r fa rmers and assem-

b l e r s (Tab le 9 . 4 2 ) . V i r t u a l l y a l l market i n f o r m a t i o n i n the 

manioc a s sembly sy s tem f l ows by wo rd - o f -mou th . Farmers depend 

Tab le 9 .42 Ma jo r S ou r ce s o f Market I n f o r m a t i o n f o r 
Man ioc Farmers and A s s e m b l e r s , 1967 a 

S o u r c e s 
Farmer 

p r i c e i n f o . 
(%) 

A s s emb le r 
p r i c e i n f o . 

(%) 

Market 
condi t i on 

(%) 

A s s emb le r s 29. 3 52.7 37. .4 

Marke t o b s e r v a t i o n 60. 7 26.0 43. .7 

B r o k e r s / w h o l e s a l e 
agent s 0. 0 19 .3 18. .9 

R e l a t i v e s / n e i g h b o r s 9. 4 0 . 0 0. .0 

Radi o 0. 0 1.2 0. .0 

Other • 6 .8 0. .0 

TOTAL 100. 0 100.0 100. .0 

Farmers were asked to g i v e t h e i r s o u r c e o f p r i c e i n f o r -
mat ion and a s s e m b l e r s were asked f i r s t , the s o u r c e o f t h e i r 
p r i c e i n f o r m a t i o n and s e c o n d , the s ou r ce o f t h e i r market 
c o n d i t i o n i n f o r m a t i o n . 

SOURCE: SUDENE/MSU Su r ve y s ( 1 9 6 7 ) . 



a l m o s t c o m p l e t e l y upon the l o c a l a s s e m b l y marke t f o r t h e i r p r i c e 

i n f o r m a t i o n . I t comes e i t h e r d i r e c t l y f rom a s s e m b l e r s o r by p e r -

s o n a l o b s e r v a t i o n o f p r e v a i l i n g p r i c e s i n a l o c a l m a r k e t , o r 

s e c o n d - h a n d by way o f a r e l a t i v e o r n e i g h b o r who has u sed t h o s e 

same s o u r c e s . A s s e m b l e r s depend on p e r s o n a l o b s e r v a t i o n i n R e c i f e 

o r on the word o f o t h e r a s s e m b l e r s who have o b s e r v e d t h a t marke t 

more r e c e n t l y . There i s a l s o some dependence on t r a v e l i n g b r o k e r s 

o r a g e n t s o f R e c i f e w h o l e s a l e r s . 

I t i s c l e a r t h a t market i n f o r m a t i o n among f a r m e r s and a s s em-

b l e r s o f man ioc f l o w s by w o r d - o f - m o u t h f rom the R e c i f e w h o l e s a l e -

r e t a i l m a r k e t s to a s s e m b l e r s i n r u r a l c o n v e r g e n c e m a r k e t s and on 

to r u r a l feivas , where i t i s r e f l e c t e d i n marke t c o n d i t i o n s and 

p a s s e d on to f a r m e r s by o b s e r v a t i o n and w o r d - o f - m o u t h . Under t h i s 

s y s t e m , f a r m e r s c o u l d be at a d i s a d v a n t a g e , s i n c e they have to 

depend on t h e i r b u y e r s f o r p r i c e i n f o r m a t i o n . T h i s may be a p r o b -

lem f o r the 54% o f f a r m e r s who r e p o r t e d o b t a i n i n g p r i c e i n f o r m a t i o n 

o n l y f rom the a s s e m b l e r s who bough t t h e i r f l o u r . 

A s s e m b l e r s were a s k e d two a d d i t i o n a l q u e s t i o n s i n an e f f o r t 

to l e a r n s o m e t h i n g abou t the e f f e c t o f t h i s k i n d o f ma rke t i n f o r -

ma t i on s y s t e m on a s s e m b l e r ma rke t power and p e r f o r m a n c e . A l m o s t 

99% o f the man ioc a s s e m b l e r s a g r e e d t h a t i n a d e q u a t e ma rke t i n f o r -

m a t i o n was an i m p o r t a n t f a c t o r l i m i t i n g the g r owth o f t h e i r b u s i -

n e s s . On the o t h e r h and , o n l y 17% a g r e e d t h a t a s s e m b l e r s i n g e n e r a l 

are i n a s t r o n g e r b a r g a i n i n g p o s i t i o n than t h e i r f a r m e r - s ü p p 1 i e r s 

due to b e t t e r market i n f o r m a t i o n . 

I n s p e c t i o n and Q u a l i t y C o n t r o l 

At the t ime o f s a l e , b u y e r s u s u a l l y probe each s a ck o f favinha 

b r o u g h t i n by f a r m e r s to de te rm ine i t s q u a l i t y . A f t e r the b u y e r has 

made h i s s u b j e c t i v e e v a l u a t i o n o f the f l o u r ' s q u a l i t y , he w i l l make 

h i s p r i c e o f f e r a c c o r d i n g l y . 

M a n i o c p r o d u c e r s g e n e r a l l y a c c e p t the w e i g h t s g i v e n t o them 

by b u y e r s . S i x t y - t h r e e p e r c e n t o f the f a r m e r s i n the s u r v e y b e l i e v e 

t h a t t h e i r b u y e r s g i v e them h o n e s t w e i g h t s . On the o t h e r hand , 31% 

o f the man ioc p r o d u c e r s b e l i e v e the b u y e r s a re c h e a t i n g them on 

w e i g h t . One o f the b e s t ways f o r p r o d u c e r s to p r e v e n t b e i n g c h e a t e d 

on w e i g h t i s t o own t h e i r own s c a l e . Among man ioc p r o d u c e r s , 39% 

own a s c a l e . 

There i s c o n s i d e r a b l e v a r i a t i o n i n the q u a l i t y of man i oc 

f l o u r . As a r e s u l t , r e t a i l p r i c e d i f f e r e n t i a l s r e l a t e d to p r o d u c t 

q u a l i t y are s i g n i f i c a n t . The h i g h e s t q u a l i t y f l o u r a t a r u r a l f e i v a 

migh t s e l l f o r 10 to 20% more than the c h e a p e s t q u a l i t y . The l e v e l 



o f q u a l i t y o f man i oc f l o u r i s a f u n c t i o n o f t e x t u r e , c o a r s e n e s s 

o f g r a i n , h u m i d i t y and f r e s h n e s s . I t i s s a i d t h a t the b e s t f l o u r 

i s s t i l l "wa rm. " 

I n g e n e r a l , r u r a l a s s e m b l e r s r e c o g n i z e t h a t t h e i r b u y e r s 

( u r b a n feivantes and w h o l e s a l e r s ) f e e l q u a l i t y i s i m p o r t a n t ( a s 

i n d i c a t e d i n T a b l e 9 . 4 3 ) , but few a s s e m b l e r s c a r r y t h i s r e c o g n i -

t i o n i n t o t h e i r own o p e r a t i o n s . T h u s , p r i c e d i f f e r e n t i a l s and 

q u a l i t y s i g n a l s s e l dom reach f a r m e r s . 

T a b l e 9 . 4 3 O p i n i o n s o f M a n i o c A s s e m b l e r s on 
Q u a l i t y Awa rene s s and I n f o r m a t i o n 

A t t i t u d e % o f A s s e m b l e r s 

F e e l s b u y e r pays more a t t e n t i o n to q u a l i t y 
than p r i c e 8 6 . 8 

F e e l s buye r s e e k s b e s t q u a l i t y f rom s e v e r a l 
s uppl i e r s 9 0 . 3 

F e e l s buye r e x p e c t s c o n s t a n t q u a l i t y 4 9 . 3 

S a l e s p r i c e v a r i e s w i t h q u a l i t y 76 . 1 

O t h e r a s s e m b l e r s buy good q u a l i t y 4 3 . 1 

O t h e r a s s e m b l e r s i n f o r m p r o d u c e r s on q u a l i t y . . . . 5 5 . 0 

SOURCE: SUDENE/MSU A s s e m b l e r S u r v e y ( 1 9 6 7 ) . 

S t o r a g e 

S t o r a g e o f man ioc f l o u r i s s e l dom c a r r i e d o u t on the f a r m s . 

When i t i s s t o r e d , the u s u a l s t o r a g e u n i t i s a wooden box t h a t 

does a v e r y poo r j ob o f p r e s e r v i n g the f l o u r . The most common 

method o f s t o r i n g man ioc i s t o l e a v e t he r o o t s i n the g r o u n d 

r a t h e r t han h a r v e s t i n g them. The p r o d u c e r can s t o r e the man i oc 

i n t h i s way u n t i l he w i s h e s to make f l o u r . At t h a t t ime i t i s 

made i n t o f l o u r and must be s o l d w i t h i n a few weeks o r i t w i l l 

d e t e r i o r a t e i n q u a l i t y . 

Due p r i m a r i l y to t he r i s k o f p r o d u c t s p o i l a g e under p r e s e n t 

s t o r a g e t e c h n o l o g y , t h e r e i s r e l a t i v e l y l i t t l e s t o r a g e o f man ioc 

f l o u r i n the m a r k e t i n g s y s t e m . T h i s i s e s p e c i a l l y t r u e o f l o n g -

run s t o r a g e . On l y 3 . 5 % o f t he i n t e r v i e w e d a s s e m b l e r s r e p o r t e d 

s t o r i n g f l o u r f o r more t han 30 days i n 1966 . The most f r e q u e n t l y 

m e n t i o n e d t y p e s o f s t o r a g e f a c i l i t i e s were e a r t h f l o o r w a r e h o u s e s 

f o r s a c k s ( 2 2 % ) , c o n c r e t e f l o o r w a r e h o u s e s f o r s a c k s ( 1 6 % ) , and 



p u b l i c warehouses o f d i f f e r e n t types ( 1 2 % ) . However, 37% of the 

a s s e m b l e r s had no s t o r a g e space at a l l . I t appears t h a t manioc 

f l o u r s t o r a g e i s p r i m a r i l y of a s h o r t - r u n n a t u r e , w i t h a s i g n i f i -

cant pe rcen tage o f a s s emb l e r s not s t o r i n g at a l l . 

C r e d i t 

I t wa,s noted e a r l i e r t h a t manioc fa rmer s o b t a i n formal p r o -

d u c t i o n c r e d i t p r i m a r i l y from government banks . However, i t ap-

pear s t h a t manioc a s s e m b l e r s are a l s o an impo r t an t s ou r ce of 

c r e d i t f o r some f a r m e r s . A lmos t 73% o f the manioc a s s e m b l e r s i n 

the s u r v e y s a i d they sometimes advance c r e d i t to f a r m e r s . E v i -

dence s u g g e s t s t h a t the s m a l l e r s c a l e l o c a l buye r s are the main 

s o u r c e o f t h i s type o f farm c r e d i t . The ave rage a s s emb le r advanced 

c r e d i t to an average o f e i g h t f a rmer s i n sma l l q u a n t i t i e s . The 

ave rage t o t a l c r e d i t volume g r a n t e d to t ho se f a rmer s was NCr$651 , 

y i e l d i n g an average of NCr$81 per f a rmer . No rma l l y the se l o an s 

are g r a n t e d d u r i n g the months o f Janua ry t h r ough June f o r s h o r t 

p e r i o d s r a n g i n g from 4 to 20 weeks. The reade r w i l l r e c a l l t h a t 

t h i s i s the p e r i o d when manioc p r i c e s and m a r k e t i n g s i n the s u r v e y 

area are low. T h i s s u g g e s t s t ha t the sma l l amount of c r e d i t g r a n t -

ed by a s s emb l e r s i s used f o r farm consumpt ion e x p e n d i t u r e s i n the 

non -ma r ke t i n g p e r i o d . A s s emb le r s i n d i c a t e d t h a t a l l o f t ho se l oan s 

were r e p a i d by f a rmer s i n manioc f l o u r . 

About 87% o f a l l a s s e m b l e r s i n the s u r v e y had borrowed d u r i n g 

1966. T h i r t y - s e v e n pe rcen t had borrowed from money lender s at 

i n t e r e s t r a t e s r a n g i n g most f r e q u e n t l y from 4 to 6% per month. The 

next most i m p o r t a n t s o u r c e s o f a s s emb l e r c r e d i t were f r i e n d s and 

r e l a t i v e s ( 2 4 . 3 % ) , who o r d i n a r i l y cha rged no i n t e r e s t . Only 5.6% 

o f a l l a s s emb l e r s had borrowed e i t h e r from government or p r i v a t e 

banks at month ly i n t e r e s t r a t e s o f 1 .2 to 2 . 5% . 

Thu s , w h i l e manioc a s s emb le r s are an i m p o r t a n t s ou r ce o f 

sma l l amounts of c r e d i t to t h e i r fa rmer s u p p l i e r s , they i n t u rn 

depend l a r g e l y on money lender s at h i gh i n t e r e s t r a t e s or f r i e n d s 

and r e l a t i v e s at no i n t e r e s t c h a r g e s . When a s s e m b l e r s were a sked 

why they d i d not borrow more, 21% s a i d i t was because they had no 

s o u r c e o f a d d i t i o n a l c r e d i t . About 89% o f a l l a s s e m b l e r s s a i d 

t h a t the absence o f adequate c r e d i t was an impo r t an t f a c t o r l i m i t -

i n g b u s i n e s s e x p a n s i o n . Th i s s u g g e s t s t h a t the absence o f adequate , 

r e a s o n a b l y p r i c e d c r e d i t i s a f a c t o r which may be i m p o r t a n t l y r e -

t a r d i n g improvements i n the manioc ma r ke t i n g s y s tem. 



T r a n s p o r t a t i on 

The ma jo r form o f t r a n s p o r t a t i o n i n the man i oc a s s e m b l y 

s y s t e m a p p e a r s to be by a n i m a l - b a c k . S e v e n t y - f i v e p e r c e n t o f 

the a s s e m b l e r s s a i d t h a t t he m a j o r i t y o f t h e i r p r o d u c t was t r a n s -

p o r t e d to them i n t h a t way. On the o t h e r h a n d , n e a r l y 24% gave 

t r u c k s as the ma jo r t ype o f t r a n s p o r t a t i o n . 

Some i d e a o f the n a t u r e o f the r oad s y s t e m i n man ioc a s s e m -

b l y a r e a s i s g i v e n by the f o l l o w i n g p e r c e n t a g e s o f f a r m e r s w i t h 

b u s i n e s s e s on the d i f f e r e n t t y p e s o f r o a d s . 

Paved 8 . 9 % 

G r a v e l o r Graded D i r t 7 . 3% 

C l a y 4 0 . 7 % 

O x c a r t 4 1 . 5 % 

O the r 1 . 6 % 

T h u s , t r a v e l by t r u c k i s made d i f f i c u l t i f no t i m p o s s i b l e f o r a 

l a r g e p e r c e n t a g e o f man ioc a s s e m b l e r s by the t ype o f r o ad p a s s i n g 

by the f i r m . Even s o , g i v e n the f a c t t h a t man ioc f a r m e r s tend to 

s e l l s m a l l q u a n t i t i e s a t s e v e r a l d i f f e r e n t t i m e s d u r i n g the y e a r , 

i t does not seem l i k e l y t h a t new o r i m p r o v e d f a r m - t o - m a r k e t r o a d s 

wou ld s p u r a change i n r u r a l man ioc t r a n s p o r t a t i o n . But poor and 

i n a d e q u a t e r o ad s between r u r a l t o w n s , c o n v e r g e n c e m a r k e t s and Re -

c i f e may be a d d i n g c o s t s and d i s t o r t i o n s to the f l o w o f man ioc 

f rom a s s e m b l e r s to c o n s u m e r s . E v i d e n c e o f t h i s p o s s i b i l i t y f rom 

the p r e s e n t s t u d y i s no t s u f f i c i e n t to w a r r a n t any f i r m c o n c l u s i o n . 

Summary 

M a n i o c f l o u r i s a s t a p l e f o o d i n the d i e t o f the N o r t h e a s t -

e r n e r . I t i s e s p e c i a l l y i m p o r t a n t i n the d i e t o f the poo r b e c a u s e 

o f i t s r e l a t i v e l y low p r i c e and h i g h c a r b o h y d r a t e c o n t e n t . M a n i o c 

f a r m e r s g e n e r a l l y have s m a l l f a r m s , a re h i g h l y s p e c i a l i z e d , a re 

p o o r l y c a p i t a l i z e d , and have low i n c o m e s . Fa rmers s e l l t h e i r 

man i oc t h r o u g h o u t the y e a r i n s m a l l l o t s , w i t h majo r m a r k e t i n g s i n 

Sep tember t h r o u g h November. F r e q u e n t l y , f a r m e r s o b t a i n l o a n s f rom 

t h e i r a s s e m b l e r - b u y e r s i n o r d e r to f eed t h e i r f a m i l i e s d u r i n g non -

h a r v e s t p e r i o d s . 

M o s t o f the man ioc e n t e r i n g the m a r k e t i n g s y s t e m i s m i l l e d 

by the f a r m e r s t h e m s e l v e s u s i n g c r u d e , m a n u a l l y - o p e r a t e d equ i pmen t . 

The r u r a l f e i v a i s the most i m p o r t a n t p l a c e f o r m e e t i n g s between 

f a r m e r s and b u y e r s . T h e r e , p r o d u c e r s s e l l to l o c a l s m a l l a s s e m b l e r s , 



t r u c k e r - b u y e r s , l a r g e i t i n e r a n t b u y e r s , f e i v a r e t a i l e r s , and b i g 

c i t y w h o l e s a l e r s . A few commerc ia l m i l l e r s buy man ioc r o o t s , p r o -

c e s s them and s e l l f l o u r . 

M a n i o c a s s e m b l y a p p e a r s to be r e a s o n a b l y c o m p e t i t i v e , w i t h 

l a r g e numbers o f r e l a t i v e l y s m a l l - s c a l e f i r m s . The re i s no i n d i -

c a t i o n t h a t an i n n o v a t i v e l e a d edge e x i s t s wh i ch m i g h t , t h r o u g h 

c o m p e t i t i o n , f o r c e improvement s i n the man ioc a s s e m b l y s y s t e m . 

E s t i m a t e d a v e r a g e g r o s s m a r g i n s o f abou t 25% tend to r e f l e c t the 

c o s t s o f the h i g h l y t r a d i t i o n a l m a r k e t i n g s y s t e m . However , the 

l a c k o f i n d e p e n d e n t marke t i n f o r m a t i o n f o r both f a r m e r s and a s s e m -

b l e r s does t e n d to d i s t o r t the m a r k e t i n g s y s t e m and l e a v e f a r m e r s 

i n a poo r b a r g a i n i n g p o s i t i o n r e l a t i v e to a s s e m b l e r s , who a re f r e -

q u e n t l y dependen t on t h e i r b u y e r s f o r ma r ke t i n f o r m a t i o n . 

M a n i o c a s s e m b l e r s h o l d an i m p o r t a n t p o s i t i o n i n the r u r a l 

a s s e m b l y s y s t e m w i t h r e s p e c t to the m a r k e t i n g f u n c t i o n s o f q u a l i t y 

s p e c i f i c a t i o n and c o n t r o l , s t o r a g e , and f i n a n c i n g . The r e s e a r c h 

i n d i c a t e s t h a t a s s e m b l e r s seem to be aware o f the q u a l i t y demands 

o f t h e i r b u y e r s bu t are somehow u n a b l e o r u n w i l l i n g to e f f e c t i v e l y 

t r a n s m i t t h o s e s i g n a l s to f a r m e r s . T h i s i s p r o b a b l y due to the 

f a c t t h a t a s s e m b l e r p u r c h a s e s a re made i n s m a l l l o t s f rom l a r g e 

numbers o f i n d e p e n d e n t and p o o r l y e d u c a t e d f a r m e r s who f i n d i t 

d i f f i c u l t to comprehend the r e a s o n s f o r o r methods o f q u a l i t y c o n -

t r o l . To some e x t e n t , f a r m e r s r a t i o n the s u p p l y o f man ioc i n the 

s y s t e m by r e g u l a t i n g the amount o f man ioc h a r v e s t e d , m i l l e d and 

m a r k e t e d t h r o u g h the y e a r . However , once the r o o t i s p r o c e s s e d 

i n t o f l o u r , the p r o d u c t i s moved t h r o u g h the m a r k e t i n g s y s t e m as 

q u i c k l y as p o s s i b l e i n o r d e r to m a i n t a i n i t s q u a l i t y . But any 

s t o r a g e wh ich does t a ke p l a c e i s n o r m a l l y pe r f o rmed by a s s e m b l e r s 

and does n o t e x t e n d much beyond 30 d a y s . A s s e m b l e r s a re an i m p o r -

t a n t s o u r c e o f c r e d i t f o r s m a l l man i o c f a r m e r s . A s s e m b l e r s i n 

t u r n must seek c r e d i t f o r b u s i n e s s o p e r a t i o n s and farm l o a n s . The 

ma jo r c r e d i t s o u r c e i s m o n e y l e n d e r s and i n t e r e s t c h a r g e s a re u s u a l -

l y 4 . 0 to 6 . 0 % pe r month. T h i s s u g g e s t s t h a t f a r m e r s must pay 

d e a r l y f o r the s e c o n d - h a n d c r e d i t o b t a i n e d t h r o u g h t h e i r a s s e m b l e r s . 

The a p p a r e n t l a c k o f r e a s o n a b l y p r i c e d bank c r e d i t f o r man ioc a s s e m -

b l e r s may be due to t h e i r poo r f i n a n c i a l c o n d i t i o n s and l a c k o f 

c o l l a t e r a l to q u a l i f y f o r l o w - c o s t bank l o a n s . 



The R u r a l M a r k e t i n g S y s t em f o r C o t t o n 

I n t r o d u c t i on 

C o t t o n i s i m p o r t a n t to the B r a z i l i a n economy not o n l y becau se 

o f i t s p o s i t i o n i n the d o m e s t i c economy, but a l s o as an i m p o r t a n t 

s o u r c e o f f o r e i g n e x c h a n g e . B r a z i l r a n k s f i f t h ( 1 9 6 2 ) among w o r l d 

n a t i o n s as an e x p o r t e r o f c o t t o n . 

A l t h o u g h f i b e r i s the most w i d e l y r e c o g n i z e d p r o d u c t o f c o t -

ton c u l t u r e , t h e r e a re s e v e r a l o t h e r i m p o r t a n t b y - p r o d u c t s , most 

o f wh i ch a re a s s o c i a t e d w i t h the c o t t o n s e e d . These b y - p r o d u c t s 

i n c l u d e e d i b l e o i l , c o t t o n s e e d meal f o r an ima l f e e d , e x t r a c t i o n 

r e s i d u e s f o r s oap m a n u f a c t u r i n g , and c o t t o n s e e d h u l l s f o r an ima l 

f eed and i n d u s t r i a l u s e s . 

Two d i f f e r e n t t y p e s o f c o t t o n a re p r oduced i n B r a z i l : h e r b a -

ceous and a r v a c e o u s . The f i r s t i s an annua l c o t t o n wh i ch has some-

what s h o r t e r f i b e r l e n g t h and i s grown p r i m a r i l y i n the C e n t e r -

S o u t h o f B r a z i l . The s e c o n d i s a t r e e c o t t o n wh ich i s p e r e n n i a l . 

The f i b e r p r o d u c e d i s f a i r l y l o n g and i n g e n e r a l i s o f h i g h e r q u a l -

i t y than annua l v a r i e t i e s . The majo r p r o d u c i n g a r ea f o r t r e e c o t -

ton i n B r a z i l i s the N o r t h e a s t . I n the f o l l o w i n g d i s c u s s i o n , the 

p r o d u c t i o n f i g u r e s w i l l combine the two t y p e s o f c o t t o n . 

I n 1 9 6 5 , t o t a l c o t t o n p r o d u c t i o n f o r B r a z i l was abou t 2 m i l -

l i o n m e t r i c t o n s . The C e n t e r - S o u t h p r oduced about 57% o f t h a t 

t o t a l and the N o r t h e a s t about 42%. The G e t u l i o V a r g a s F o u n d a t i o n 

has e s t i m a t e d t h a t between 1965 and 1975 B r a z i l i a n c o t t o n o u t p u t 

w i l l n e a r l y d o u b l e ( 8 7% ) and t h a t the e x p o r t a b l e s u r p l u s w i l l i n -

c r e a s e f o u r f o l d to 1/3 o f t o t a l o u t p u t i n 1975 ( T a b l e 9 . 4 4 ) . 

T a b l e 9 . 4 4 C o t t o n S u p p l y and 
( i n 

Demand E s t i m a t e s 
1000 t o n s ) 

i n B r a z i l 

Y e a r A c t u a l 
demand 

I n t e r n a l 
s u p p l y 

S u r p l u s 

1965 1820 2120 300 

1975 2660 3960 1300 

SOURCE: G e t u l i o V a r g a s F o u n d a t i o n , Supply and Demand 
Projection of Agricultural Products for B r a z i l , 
V o l . 1 , pp. 1 5 3 - 5 4 . 



I f r e cen t t r end s c o n t i n u e , i t seems l i k e l y t h a t most o f t h a t 

i n c r e a s e d p r o d u c t i o n w i l l come from the C e n t e r - S o u t h , where r a p i d 

improvements are a l r e a d y be ing made i n p r o d u c t i o n methods. N o r t h -

e a s t e r n co t t on p r oduce r s remain ve ry t r a d i t i o n a l , w i t h l i t t l e i n -

d i c a t i o n o f y i e l d improvements . 

The main p r o d u c i n g s t a t e s i n the N o r t h e a s t are Cea râ , Rio 

Grande do N o r t e , P a r a i b a and Pernambuco. Sào Pau lo i s the most 

impo r t an t p r o d u c i n g s t a t e i n the South (Tab le 9 . 4 5 ) . 

Tab le 9 . 45 Cot ton P r o d u c t i o n and Y i e l d s f o r 
S e l e c t e d S t a t e s , B r a z i l , 1960 -65 

S t a t e s 

P r o d u c t i on 
(1000 M e t r i c Tons ) 

Y i e l d s 
( K g/Hec t a r e ) S t a t e s 

1960 1965 % Change iyou i yoo 1960 -65 IQfin lQfiÇ % c h a n 9 e 
| y b U , y b b 1960 -65 

Ceara 

R. G. do Norte 

P a r a i ba 

Pernambu co 

Sao Pau lo 

175 271 55.9 

120 120 0 .4 

168 160 - 4 . 8 

101 95 - 6 . 2 

641 626 - 2 . 4 

406 309 - 2 4 

308 245 - 2 0 

400 379 - 5 

291 287 - 1 

1003 851 - 1 5 

SOURCE: IBGE - S t a t i s t i c a l Annua l s o f B r a z i l : 1963 , p. 6 1 ; 
and 1966 , p. 101. 

Average y i e l d s i n Sào Pau lo are s u b s t a n t i a l l y h i g h e r than i n 

the N o r t h e a s t e r n s t a t e s . Y i e l d s went down i n a l l the s t a t e s between 

1960 and 1965, p r o b a b l y due to weather f a c t o r s . 

I n summary, c o t t on p r o d u c t i o n ho l d s an i m p o r t a n t p l a ce i n the 

n a t i o n a l and r e g i o n a l economies . I t appear s t h a t c o t t on w i l l con-

t i nue to be an impo r t an t a g r i c u l t u r a l crop w i th a g row ing s u r p l u s 

f o r e x p o r t . The t r e n d s i n d i c a t e t h a t , b a r r i n g d ramat i c changes i n 

the N o r t h e a s t , the C e n t e r - S o u t h w i l l grow in r e l a t i v e impor tance 

due to r a p i d improvements i n p r o d u c t i o n methods. 

D e s c r i p t i o n and E v a l u a t i o n o f the 
Rura l As sembly System 

Ma rke t S t r u c t u r e 

Cot ton p r o d u c t i o n i n the N o r t h e a s t i s c o n c e n t r a t e d p r i m a r i l y 

i n the S e r t à o area o f the s t a t e s o f Cea ra , P a r a i b a , Pernambuco and 

R io Grande do No r te . P r o d u c t i o n i s w i d e l y s c a t t e r e d i n sma l l f i e l d s 

i n t e r s p e r s e d between n a t u r a l p a s t u r e and i d l e l a n d . There are few 



areas o f i n t e n s i v e p r o d u c t i o n . As a r e s u l t , the a s semb ly s y s tem 

must cove r l a r g e g e o g r a p h i c a r e a s , w h i l e c o t t on g i n s are w i d e l y 

s c a t t e r e d . S e v e r a l i n t e r m e d i a r i e s are o f t e n r e q u i r e d i n the mar-

k e t i n g sy s tem to d i r e c t the f low of seed co t t on from the farmer 

to a d i s t a n t g i n and the f i b e r from the re to a t e x t i l e m a n u f a c t u r -

er o r e x p o r t e r . I n most c a s e s , f a rmer s s e l l to some k i n d o f i n t e r -

mediate a s s emb le r who i n t u rn s e l l s the seed co t t on to g i n n e r s . 

Qu i te f r e q u e n t l y t he se i n t e r m e d i a t e buyer s ac t as agent s to do le 

out c r e d i t to f a rmer s d u r i n g the p r o d u c t i o n s e a s o n . T h i s c r e d i t 

i s s u p p l i e d by i ndependent g i n n e r s o r by SANBRA, the c o r p o r a t i o n 

which g i n s a h i gh p r o p o r t i o n o f the c o t t o n i n the N o r t h e a s t . At 

h a r v e s t time the fa rmer i s expec ted to s e l l h i s c o t t o n to the 

a s s emb le r who p r o v i d e d him w i th c r e d i t d u r i n g the g row ing s e a s o n . 

Much o f the N o r t h e a s t ' s c o t t on o u t p u t i s consumed by t e x t i l e 

m i l l s i n F o r t a l e z a and R e c i f e . A s u b s t a n t i a l amount i s a l s o e x -

p o r t e d . 

The f o l l o w i n g d i s c u s s i o n summar izes i n f o r m a t i o n from s u r v e y 

data from fa rmer s and a s s e m b l e r s i n Pernambuco and P a r a i b a . Farm-

er m a r k e t i n g a c t i v i t i e s w i l l be d e s c r i b e d , f o l l o w e d by some d e s -

c r i p t i o n o f the d i f f e r e n t k i n d s o f a s s e m b l e r s and t h e i r buy i ng and 

s e l l i n g a r r angement s . F i n a l l y , the m a r k e t i n g s y s tem w i l l be exam-

i ned w i t h r e s p e c t to such f a c t o r s as c o m p e t i t i v e b e h a v i o r , p r i c e s , 

m a r g i n s , and per formance o f s e v e r a l key ma r ke t i n g f u n c t i o n s . 

Farmer M a r k e t i n g A c t i v i t i e s 

In 1966 co t t on fa rmer s i n the sample area p roduced an average 

o f 3200 k g s . o f seed co t t on per f a rm, o f which 99 .2% was s o l d 

(Tab le 9 . 4 6 ) . The r ema in i ng .8% was used f o r home consumpt ion or 

Tab le 9 .46 Average Q u a n t i t y o f Cotton H a r v e s t e d 
and S o l d by Fa rmer s , 1965 -1966 

Q u a n t i t y h a r v e s t e d ( i n k g s . ) 

Q u a n t i t y s o l d ( i n k g s . ) 

Pe rcent s o l d 

1965 1966 

Q u a n t i t y h a r v e s t e d ( i n k g s . ) 

Q u a n t i t y s o l d ( i n k g s . ) 

Pe rcent s o l d 

3360 3200 

3316 3174 

98 .7 99 .2 



l o s t i n the ma r ke t i n g p r o c e s s . Average ou tput i n 1966 was s l i g h t l y 

l e s s than i n 1965. A very l a r g e pe r cen tage of the t r ee c o t t on i n 

the S e r t à o i s h a r v e s t e d d u r i n g Augus t th rough November. Tab le 9 .47 

shows t h a t most fa rmers chose to s e l l a l l t h e i r p r o d u c t i o n at one 

time and none made more than f i v e d i f f e r e n t t r a n s a c t i o n s . Even s o , 

the t y p i c a l t r a n s a c t i o n between a fa rmer and h i s buyer i n v o l v e s a 

r e l a t i v e l y smal l amount o f c o t t o n . I n the m a j o r i t y o f c a s e s , the 

s a l e would i n v o l v e much l e s s than a t r u c k l o a d o f c o t t o n . Thu s , 

a s s emb le r s u s u a l l y c o l l e c t from more than one fa rmer i n o r d e r to 

make up a l oad . 

Tab le 9 .47 Number, 
Farmer 

T iming 
Cot ton 

and S i z e of 
S a l e s , 1966 

Range Average Median 

Number o f s a l e s per y e a r 0 - 5 1 .43 1 

Most i n t e n s i v e ma rke t i n g 
pe r i od 

A u g . , S ep t . 
O c t . , Nov. 

L e a s t i n t e n s i v e ma r ke t i n g 
pe r i od 

Feb. , March 
Apr i 1 

S i z e o f f i r s t s a l e ( k g s . ) 0 - 6 0 , 0 0 0 3014 1700 

S i z e of second s a l e ( k g s . - -
f o r tho se s e l l i n g more than 
once) 0 - 30 ,000 2780 1000 

Tota l va lue of co t ton 
s a l e s (NCr$) 0 - 1 3 , 3 0 0 982. .80 450 .00 

SOURCE: SUDENE/MSU Su rvey ( 1 9 6 7 ) . 

Tab le 9 . 48 shows t ha t the most impo r t an t s a l e s o u t l e t f o r 

c o t t on fa rmers i s to l o c a l warehouse owners or to g i n n e r s . For 

the f i r s t and l a r g e s t s a l e , 34.5% of the fa rmer s s o l d to t h a t type 

o f buye r . Loca l buyers w i th t r u c k s are the second most i m p o r t a n t 

a s s e m b l e r - b u y e r , f o l l o w e d by o u t - o f - t o w n t r u c k e r s , l andowners (who 

e v e n t u a l l y s e l l to one o f the above -ment ioned a s s e m b l e r s ) and 

o t h e r s . A s i m i l a r r a n k i n g e x i s t s f o r the second and t h i r d t r a n s -

a c t i o n s f o r those fa rmers who s o l d more than once. An i n d e t e r m i -

nate but s u b s t a n t i a l pe r cen tage ( a t l e a s t 65 .5%) of the c o t t on goes 

th rough at l e a s t one a s semb le r be fo re r e a c h i n g the g i n n e r . 



Tab l e 9 . 4 8 P e r c e n t a g e D i s t r i b u t i o n o f C o t t o n 
by P r o d u c e r s f o r Four T r a n s a c t i o n s 

Sa l es 
, 1966 

Type o f Buye r 1 s t S a l e 2nd : S a l e 3 rd : S a l e 4th S a l e 

Landowner 9 .1 1 .2 

Loca l buye r ( w i t h 
t r u c k ) 29 .7 10 .3 3 .6 

Warehouse owner 
o r g i nner 34 .5 13 .3 4 .2 1 . 2 

B i g buye r i n 
o t h e r c a p i t a l s 1 .8 

O u t - o f - t o w n b u y e r s 
( w i t h t r u c k s ) 12 .1 3 .0 1 .2 

O t h e r s 6 .7 1 .2 0 .6 0 . 6 

No t r a n s a c t i o n 6 .1 70 .9 89 .7 9 8 . 2 

T o t a l 100 .0 99 .9 99 .3 100 .0 

SOURCE: SU DENE/MS U Farmer S u r v e y ( 1 9 6 7 ) . 

A s s e m b l e r C h a r a c t e r i s t i c s 

I n the 1 4 - m u n i c i p i o a r ea i n P a r a i b a and Pernambuco cho sen 

f o r the p r e s e n t s t u d y , i t i s e s t i m a t e d t h a t t he re are 20 c o t t o n 

g i n s . E i g h t e e n o f t h o s e are l a r g e - s c a l e g i n n e r s who m a i n t a i n 

d i r e c t s a l e s c o n t a c t s w i t h t e x t i l e m a n u f a c t u r e r s and f o r e i g n buy -

e r s . The o t h e r two are s m a l l e r s c a l e f i r m s who, due to low v o l -

ume, u s u a l l y s e l l t h r o u g h a b r o k e r . A l s o i n t h a t a rea t h e r e are 

an e s t i m a t e d 185 i n d e p e n d e n t b u y e r s , 210 c ommi s s i oned b r o k e r s , 

95 r u r a l g a t h e r e r s and pe rhap s 50 i n d e p e n d e n t t r u c k e r s . 

F i g u r e 9 .6 p r e s e n t s a g r a p h i c p i c t u r e o f the i n t e r a c t i o n s 

between t h e s e d i f f e r e n t b u y e r s and t h e i r farm s u p p l i e r s . The map 

a l s o t r a c e s the f l ow o f c o t t o n and i t s b y - p r o d u c t s t h r o u g h the 

m a r k e t i ng s y s t e m to the con sumer . The c i r c l e s on the map i n d i c a t e 

the type o f m a r k e t i n g f i r m and v a r y i n s i z e a c c o r d i n g to volume 

h a n d l e d by t h a t type o f m a r k e t i n g i n s t i t u t i o n . The a r rowed l i n e s 

on the map i n d i c a t e the f l ow o f c o t t o n o r i t s b y - p r o d u c t s and are 

a l s o p r o p o r t i o n e d i n w i d t h a c c o r d i n g to the p e r c e n t a g e o f t o t a l 

p r o d u c t i o n mov ing a l o n g each c h a n n e l . The f i g u r e s a l o n g each l i n e 

g i v e t h o s e e s t i m a t e d p e r c e n t a g e s . These channe l maps were ba sed 

on the r e s u l t s o f the f a r m e r , a s s e m b l e r , and i n d u s t r i a l s u r v e y s as 

w e l l as on case s t u d i e s and p e r s o n a l o b s e r v a t i o n i n the c o t t o n mar -

k e t i n g s y s t e m o f the sample a r e a . S i n c e t h e r e i s l i t t l e s e c o n d a r y 



F
IG

U
R

E 
9

.6
 

TR
EE

 C
O

TT
O

N
 C

H
AN

N
EL

 M
A
P
 

(%
 O

F 
VA

LU
E)

-P
AR

AI
BA

 8
 P

ER
N
AM

BU
CO

 



d a t a wh i ch c o u l d be u sed to v e r i f y the e s t i m a t e s f l o w i n g f rom the 

s u r v e y r e s e a r c h , the channe l map s h o u l d be r e g a r d e d as an a p p r o x i -

m a t i o n o f r e a l i t y . N e v e r t h e l e s s , the map i s u s e f u l i n s t u d y i n g 

and e v a l u a t i n g t he m a r k e t i n g s y s t e m f o r t r e e c o t t o n i n Pernambuco 

and P a r a i b a . 

The most i m p o r t a n t t ype o f c o t t o n b u y e r s a t the farm l e v e l 

a re what have been c a l l e d r u r a l g a t h e r e r s . T h i s may i n c l u d e l o c a l 

f a r m e r s , who a l s o buy and s e l l u n g i n n e d c o t t o n ; i t may i n c l u d e 

l o c a l f u l l - t i m e a s s e m b l e r s as w e l l as r e p r e s e n t a t i v e s o f g i n o w n e r s . 

Sma l l volume p u r c h a s e s a re a common c h a r a c t e r i s t i c o f t h e s e c o t t o n 

b u y e r s , as i s the p r a c t i c e o f s e l l i n g v i r t u a l l y a l l o f the c o t t o n 

p u r c h a s e d to some o t h e r t ype o f a s s e m b l e r who i n t u r n s e l l s to g i n -

n e r s . A l a r g e amount o f f a rm c r e d i t f l o w s back t h r o u g h t h i s same 

channe l f rom g i n n e r s to p r o d u c e r s . 

I n d e p e n d e n t b u y e r s a re the nex t most i m p o r t a n t r u r a l c o t t o n 

b u y e r . These a re a s s e m b l e r s who p u r c h a s e on t h e i r own a c c o u n t and 

s e l l f o r the h i g h e s t p r i c e to i n d e p e n d e n t g i n n e r s and o c c a s i o n a l l y 

to SANBRA. These b u y e r s tend to p u r c h a s e i n l a r g e r l o t s than r u r a l 

g a t h e r e r s and u s u a l l y have a t r u c k o f t h e i r own o r h i r e t r u c k t r a n s -

p o r t a t i on . 

The t h i r d mos t i m p o r t a n t t ype o f c o t t o n b u y e r i s the b r o k e r . 

T h i s i n d i v i d u a l does not t a ke p e r s o n a l o w n e r s h i p o f the c o t t o n , but 

r a t h e r a c t s as the a g e n t o f SANBRA and o t h e r g i n n e r s . As no ted 

a b o v e , he a l s o i s a ma jo r b u y e r f rom r u r a l g a t h e r e r s . F i n a l l y , an 

e s t i m a t e d 18% o f the c o t t o n i n the s u r v e y a r ea f l o w s d i r e c t l y t o 

g i n n e r s (15% to o t h e r g i n n e r s and 3% to SANBRA g i n s ) . 

A f t e r p r o c e s s i n g , most o f the b y - p r o d u c t s ( i . e . , o i l and 

mea l ) a re s o l d f o r use i n the N o r t h e a s t . B y - p r o d u c t s a c c o u n t f o r 

about 17% o f the t o t a l v a l u e o f c o t t o n p r o d u c t s mov ing on f rom the 

g i n n e r s . The r e m a i n i n g 83% i s c o t t o n f i b e r , wh i ch moves to t e x t i l e 

m i l l s and to e x p o r t o u t l e t s ( F i g u r e 9 . 6 ) . 

The s u r v e y da ta i n d i c a t e t h a t abou t 35% o f the c o t t o n f i b e r 

was b e i n g m a n u f a c t u r e d i n t o c l o t h i n N o r t h e a s t t e x t i l e m i l l s ( 2 9 . 2 % 

as a p e r c e n t o f 8 3 % ) . T h i s e s t i m a t e d i f f e r s o n l y s l i g h t l y f rom 

e s t i m a t e s p r e s e n t e d i n an e a r l i e r s t u d y by the Bank o f the N o r t h -

e a s t . 6 U s i n g 1962 d a t a , t h i s g r o u p e s t i m a t e d t h a t 3 7 . 5 % o f the 

c o t t o n f i b e r grown i n the N o r t h e a s t was a l s o m a n u f a c t u r e d i n t o 

c l o t h w i t h i n the r e g i o n ; 45% went to m i l l s i n s o u t h e r n B r a z i l ; and 

17% was e x p o r t e d . The d i f f e r e n c e s between the MSU/SUDENE e s t i m a t e s 

6 B a n c o do N o r d e s t e do B r a s i l and SUDENE, Mercado e Commer-
cializagao do Algodao do Nordeste ( F o r t a l e z a , 1 9 6 4 ) . 



and those by the Bank of the N o r t h e a s t c ou l d be due to the f i v e -

y e a r i n t e r v a l between time p e r i o d s ob se r ved and the d i f f e r e n c e i n 

g e o g r a p h i c c o ve r a ge . The MSU/SUDENE s u r v e y f o cu sed on p r o d u c t i o n 

i n two s t a t e s , P a r a i b a and Pernambuco, w h i l e the Bank of the N o r t h -

e a s t s t udy i n c l u d e d a l l s t a t e s i n the N o r t h e a s t . 

Tab le 9 .49 shows some o f the r e s u l t s o f the co t t on a s s emb le r 

s u r v e y . For each o f the c h a r a c t e r i s t i c s , the reade r w i l l note a 

wide range o f r e s p o n s e s and a mean which f a r exceeds the median. 

T h i s i l l u s t r a t e s the wide d i f f e r e n c e s e x i s t i n g between the d i f f e r -

ent buyer s and g i n n e r s i n t e r v i e w e d . About 10% o f the sample were 

i n the l a t t e r c a t e go r y and on most of the c h a r a c t e r i s t i c s y i e l d e d 

the l a r g e r v a l u e s . On the o t h e r hand, the very sma l l r u r a l g a t h e r -

e r s and i ndependent b u y e r s , who are a p p a r e n t l y o n l y p a r t - t i m e c o t -

ton b u y e r s , y i e l d e d the lower and midd le v a l u e s i n the r ange . 

Tab le 9.49 S t r u c t u r a l 
A s s emb le r s 

C h a r a c t e r i s t i c s o f Cot ton 
and Gi n n e r s , 1966 

C h a r a c t e r i s t i cs Range Median Average 

M e t r i c tons of raw co t t on 
t r aded 0 - 9 , 3 0 0 70 719 

Number o f s u p p l i e r s 7 - 998 48 127 

Pe rcent w i th major 
o c cupa t i o n - - f a r m e r 62 

Pe r cen t w i th major 
o c c u p a t i o n - - g i n n e r 
or a s s emb le r 13.2 

No. f u l l - t i m e employees 0 - 9 8 0 4 

Weekly wage b i l l (NCr$) 0 - 2 7 5 . 0 0 30 .00 184 .25 

SOURCE: SUDENE/MSU Su r vey ( 1 9 6 7 ) . 

Thu s , on the a v e r a g e , c o t t on a s s emb le r s and g i n n e r s pu r cha sed 

719 m e t r i c tons i n 1966 from 127 d i f f e r e n t s u p p l i e r s and used f o u r 

f u l l - t i m e employees w i th weekly wages amount ing to NC r$184 .25 . Only 

13.2% o f a l l a s s emb le r s i n t e r v i e w e d c o n s i d e r e d co t t on t r a d i n g as 

t h e i r major o c c u p a t i o n , w h i l e 62% l i s t f a rming as t h e i r major s ou r ce 

of income. The g i n n e r s appear to be the f i r m s which are l a r g e r 

s c a l e and p r o v i d e f u l l - t i m e employment f o r the owner and perhaps 

o t h e r w o r k e r s . 



C o m p e t i t i v e B e h a v i o r 

As has been the ca se f o r o t h e r c o m m o d i t i e s , the r u r a l c o t t o n 

a s s emb l y s y s t em appea r s to meet the s t r u c t u r a l c r i t e r i a of h a v i n g 

a l a r g e number o f buye r s and s e l l e r s . I n the 1 4 - m u n i c i p i o a r ea 

s t u d i e d , t h e r e are an e s t i m a t e d 540 c o t t o n b u y e r s and 20 g i n s . 

E x cep t f o r the g i n n e r s , who buy a sma l l amount o f c o t t o n d i r e c t 

f rom f a r m e r s , t h e s e are r e l a t i v e l y s m a l l - s c a l e a s s e m b l e r s , none 

o f wh i ch can s i g n i f i c a n t l y a f f e c t the market by h i s i n d i v i d u a l 

a c t i o n s . 

The f l o o r p r i c e on u n g i n n e d c o t t o n i s g e n e r a l l y c o n s i d e r e d 

to be the p r i c e s e t by SANBRA at the b e g i n n i n g o f each h a r v e s t 

s e a s o n . Other g i n n e r s and a s s e m b l e r s tend to s u b t r a c t t h e i r mar -

g i n s from t h a t p r i c e and pay f a r m e r s a c c o r d i n g l y . There are s e v -

e r a l o t h e r f a c t o r s wh ich work to l i m i t c o m p e t i t i o n among a s s e m b l e r s 

f o r the f a r m e r s ' c o t t o n . One o f the most i m p o r t a n t o f t he s e i s 

the g r a n t i n g o f c r e d i t to f a r m e r s by a s s e m b l e r s who r e q u i r e t h a t 

the f a rmer s e l l h i s c o t t o n to them at h a r v e s t t ime . The f o l l o w i n g 

s e c t i o n on p r i c e s t end s to i n d i c a t e t h a t p r i c e s are s i g n i f i c a n t l y 

l ower f o r e a r l y h a r v e s t e d c o t t o n used to repay l o a n s . T h u s , some 

f a rme r s a re r e q u i r e d to s e l l a t l e a s t p a r t o f t h e i r c o t t o n to the 

a s s e m b l e r g r a n t i n g c r e d i t , and t h e r e f o r e have l i t t l e o p p o r t u n i t y 

to shop f o r a b e t t e r p r i c e . When a s s e m b l e r s were a sked why t h e i r 

s u p p l i e r s chose to s e l l to them, 86 .8% i n d i c a t e d a b e l i e f t h a t 

t h e i r h a v i n g advanced c r e d i t was the r e a s o n . 

A n o t h e r f a c t o r wh ich tends to l i m i t c o m p e t i t i o n i s a k i n d o f 

s o c i a l s a n c t i o n a g a i n s t p r i c e c o m p e t i t i o n among a s s e m b l e r s . A l m o s t 

66% o f the a s s e m b l e r s a g r eed t h a t the b u s i n e s s m a n who t r i e s to e x -

pand h i s b u s i n e s s by p a y i n g h i g h e r p r i c e s i s not we l l t h o u g h t o f 

by o t h e r a s s e m b l e r s . On ly 26% o f the a s s e m b l e r s f e l t t h a t c o m p e t i -

t i o n was s t r o n g enough to l i m i t t h e i r a b i l i t y to expand t h e i r b u s i -

ne s s . 

F i n a l l y , 37% o f the a s s e m b l e r s i n t e r v i e w e d adm i t t ed t h a t they 

had been app roached by a n o t h e r a s s e m b l e r about the p o s s i b i l i t y o f 

making a c o l l u s i v e p r i c e ag reement . From the v i e w p o i n t o f the a s -

s e m b l e r , t h i s k i n d o f agreement wou ld be q u i t e b e n e f i c i a l , s i n c e 

the n a t u r a l g e o g r a p h i c s e p a r a t i o n o f the a r ea s i n wh ich a s s e m b l e r s 

o p e r a t e wou ld mean t h a t an i n d i v i d u a l would have to make ag reements 

w i t h r e l a t i v e l y few a s s e m b l e r s i n h i s a r ea i n o r d e r to s h a r e the 

l o c a l m a r k e t . But t h i s agreement may not be good f o r the f a r m e r s , 

and tends to keep a s s e m b l e r s f rom s t r i v i n g to l ower t h e i r c o s t s 

and improve t h e i r s e r v i c e s . 



I n summary, t he re i s l i t t l e i n d i c a t i o n o f s t r o n g c o m p e t i t i o n 

among a s s emb l e r s o t h e r than as r e l a t e d to advanc i n g c r e d i t to fa rm-

e r s . At p r e s e n t there are no rea l a s s e m b l e r i n n o v a t o r s compet ing 

s t r o n g l y i n the area s t u d i e d who m igh t f o r c e o t h e r a s s e m b l e r s to 

lower ma r ke t i n g c o s t s and improve s e r v i c e s . There i s a gene ra l 

a t t i t u d e o f r e s i g n a t i o n to t r a d i t i o n a l methods o f market o p e r a t i o n . 

Among the buyer s the re seems to be a c e r t a i n d i s s a t i s f a c t i o n w i th 

the b u s i n e s s t h a t they are i n v o l v e d i n , which may i n d i c a t e a t r end 

f o r c o t t on buye r s to l eave the market . F u l l y 50% s a i d t h a t they 

would r a t h e r i n v e s t t h e i r money i n ano the r b u s i n e s s than buy more 

c o t t o n . F i f t y - f o u r pe r cen t o f the s m a l l e r buyer s r e p l i e d t h a t they 

would accept a job i n a c a p i t a l c i t y i f they c o u l d earn NCr$500 -600 

a month. 

P r i c e s and M a r g i n s 

Tab le 9 .50 shows the pe r cen tage o f a l l r e p o r t e d fa rmer s a l e s 

t r a n s a c t i o n s from the s u r v e y w i th each type of a s s e m b l e r . I t a l s o 

g i v e s the average p r i c e s p a i d by each type o f a s s e m b l e r . As noted 

Tab le 9 .50 R e l a t i v e Impor tance 
Buyer s and Average 

o f Di f f e r e n t Types 
P r i c e s Pa i d by Each 

o f Cot ton 
, 1966 

Type of a s s emb le r 
Pe r cen t o f 

fa rmer t r a n s a c t i o n s 
made wi th : 

Average 
p r i c e s p a i d 

Rural g a t h e r e r s 47 .6 25 .6 

B r o ke r and g i n n e r 45 .4 2 4 . 8 

Independent and i t i n e r a n t 
buye r s 7.0 30 .2 

SOURCE: SUDENE/MSU Su r vey ( 1 9 6 7 ) . 

e a r l i e r i n the d i s c u s s i o n o f the t r e e c o t t on channel map, r u r a l 

g a t h e r e r s and g i n n e r s , a l ong w i t h t h e i r b r o k e r s , are the most im-

p o r t a n t s a l e s o u t l e t s f o r f a r m e r s . M o r e o v e r , the average p r i c e s 

p a i d by t ho se a s s emb l e r s are ve ry n e a r l y the same. S i n c e the 

SANBRA p r i c e i s used as a b a s i s and s i n c e there i s l i t t l e a g g r e s -

s i v e c o m p e t i t i o n among c o t t on a s s e m b l e r s , the p r i c e s do not va ry 

g r e a t l y . But average p r i c e s p a i d by i ndependent and i t i n e r a n t 

t r u c k e r s are a lmos t 5 cen tavo s per k i l o h i g h e r than p r i c e s p a i d 



by o t h e r a s s e m b l e r s . Th i s may be due to the f a c t t h a t t he se i t i n -

e r a n t and i ndependent buyer s have lower c o s t s and ma rg i n s o r t h a t 

they buy b e t t e r q u a l i t y p r o d u c t s . G iven the f a c t t h a t i t i n e r a n t s 

r e p r e s e n t a m o d e r n i z i n g f o r c e i n some o t h e r commodity m a r k e t s , the 

f i r s t i n t e r p r e t a t i o n seems somewhat p l a u s i b l e . The f a c t t h a t i n -

dependent and i t i n e r a n t buyer s o f f e r advance c r e d i t l e s s o f t en than 

o t h e r a s s emb l e r s may a l s o account f o r p a r t o f the p r i c e d i f f e r e n c e . 

V i r t u a l l y a l l o f the t r ee c o t t o n i n the s u r v e y area i s mar-

keted between Augu s t and J a n u a r y , w i t h September be i ng the most 

a c t i v e s i n g l e month. Tab le 9 . 51 shows t h a t d u r i n g the h a r v e s t 

s ea son of 1966 fa rmer s a l e s p r i c e s were low d u r i n g the major mar-

k e t i n g months of Augu s t ( 2 1 . 5 ) and September ( 2 2 . 5 ) when fa rmer s 

were r e q u i r e d to s e l l to t h e i r c r e d i t o r - a s s e m b l e r s a t reduced p r i c e s . 

The average p r i c e s i n October th rough January were c o n s i d e r a b l y 

h i g h e r at about 30 cen tavo s per k i l o g r a m . 

Tab le 9 .51 Farmer S a l e s P r i c e f o r Cot ton by 
Month , 1966 ( c en t a vo s per k i l o ) 

Month Range Medi an Average 

Jan u a ry 29 -31 30 30 

Feb rua ry - - -

March - - -

Apr i 1 - - -

May - - -

June - - -

J u l y - - -

Augus t 21 -32 21 21 .5 

September 20 -30 21 2 2 . 5 

October 25 -35 2 9 . 5 30 .1 

November 23 -37 29 .5 30 .1 

December 25 -35 29 .5 2 9 . 8 

SOURCE: SUDENE/MSU Su r vey (1 9 6 7 ) . 

Cot ton a s s e m b l e r s were a sked to g i v e the minimum f i x e d mark-

up r e q u i r e d to cove r a l l c o s t s and p r o v i d e a normal p r o f i t . E i g h t y -

seven pe r cen t gave a f i g u r e o f 10 cen tavo s o r l e s s per k i l o . The 

average was 6 .6 cen tavo s per k i l o . By add ing t h i s ave rage marg i n 



to the average farm p r i c e f o r September , the most a c t i v e market 

p e r i o d , a base p r i c e o f 29 .1 cen tavos per k i l o i s o b t a i n e d . The 

g r o s s pe rcen tage marg in f o r a s s emb le r s u s i n g t h i s base p r i c e would 

be 22 . 7% . Th i s marg in i s no doubt i n f l u e n c e d very l i t t l e by s p o i l -

age and l o s s , as was the case f o r o t h e r commodit ies i n the s t u d y , 

s i n c e co t ton i s not p e r i s h a b l e . Th i s m a r g i n , t h e r e f o r e , would seem 

to be a b i t h i g h . I t no doubt r e f l e c t s the f a c t t h a t a s s emb l e r s 

re sponded w i th a d e s i r e d marg in r a t h e r than the marg in a c t u a l l y 

r e a l i z e d . But i t may a l s o i n d i c a t e a tendency toward h i gh ma rke t -

i n g c o s t s due to the smal l s c a l e of a s s emb le r s and p r i m i t i v e 

management and h a n d l i n g methods used. 

Marke t I n f o r m a t i o n 

E a r l i e r , i t was noted t h a t most a s s emb le r s based t h e i r p r i c e s 

on the p r i c e quoted by SANBRA, the l a r g e s t g i n n e r i n the N o r t h e a s t . 

Tab le 9 .52 tends to v e r i f y the f a c t t h a t most a s s emb l e r s depend on 

t h e i r own market o b s e r v a t i o n o r o t h e r a s s emb le r s f o r p r i c e i n f o r m a -

t i o n . S i m i l a r l y , f a rmers depend on t h e i r a s s e m b l e r - b u y e r s and p e r -

sona l market o b s e r v a t i o n f o r p r i c e i n f o r m a t i o n . A s s emb le r s o b t a i n 

i n f o r m a t i o n on market s u p p l y and demand c o n d i t i o n s p r i m a r i l y from 

o t h e r a s s e m b l e r s . Radio i s used by 18% o f the a s s emb l e r s f o r mar-

ket c o n d i t i o n i n f o r m a t i o n . 

Tab le 9 .52 Major Sou r ce s o f Market I n f o r m a t i o n 
f o r Cot ton Farmers and A s s e m b l e r s , 1967 

Farmers A s s emb le r s 

Sou rce P r i ce 
i n f o rmat i on 

(%) 
P r i c e 

i n fo rmat i on 
(%) 

Market 
i n f o rmat i on 

(%) 

Assemble rs 61 .2 20 .6 45. ,8 

Market o b s e r v a t i o n 24.2 39.7 15. ,8 

I t i n e r a n t s and b r o ke r s 10 .3 11 . ,3 

Radio . 6 16.6 18. ,2 

Te legram or commercial 
rad i o 4 . 8 5. .4 

R e l a t i v e s and n e i g h b o r s 12.7 - -

Other 7 .9 3. .5 



I n s p i t e of the f a c t t h a t some a s s e m b l e r s do o b t a i n p r i c e 

and market c o n d i t i o n i n f o r m a t i o n from r e g u l a r r a d i o b r o a d c a s t s and 

th rough t e l e g r a p h and commercial r a d i o c ommun i ca t i on s , the p r i n c i -

pal market communicat ion media i s wo rd - o f -mou th . Fa rmer s , i n p a r -

t i c u l a r , have no s ou r ce o f i ndependent market i n f o r m a t i o n . They 

depend a lmos t e x c l u s i v e l y on market news from t h e i r b u y e r s . T h i s , 

coup led w i t h the p r e v i o u s l y d e s c r i b e d absence of the c o m p e t i t i v e 

a t t i t u d e among a s s e m b l e r s , i n d i c a t e s the i m p e r f e c t i o n s o f the mar-

ke t . T h u s , the l a c k o f a c cu r a t e market i n f o r m a t i o n f o r a l l market 

p a r t i c i p a n t s c o n t r i b u t e s to the ma intenance o f the s t a t u s quo and 

may be an impo r t an t f a c t o r p r e v e n t i n g the a d o p t i o n o f improved mar -

k e t i n g p r a c t i c e s . 

I n s p e c t i o n and Q u a l i t y Con t r o l 

Cot ton i s o r d i n a r i l y pu r cha sed a f t e r p e r s o n a l i n s p e c t i o n , as 

are most o the r commodit ies i n the N o r t h e a s t . I n the case of c o t -

t o n , the re i s perhaps l e s s o f a chance f o r p r oduc t damage than f o r 

more p e r i s h a b l e food p r o d u c t s . N e v e r t h e l e s s , the p o s s i b i l i t y o f 

a d u l t e r a t i o n o r e x c e s s i v e t r a s h can lower the q u a l i t y o f f i b e r and 

reduce the y i e l d a f t e r g i n n i n g . The f o l l o w i n g r e s u l t s from the 

a s s e m b l e r s u r v e y s u g g e s t t h a t q u a l i t y c o n t r o l i s not a s e r i o u s p r o b -

lem i n r u r a l c o t t on ma r ke t s . 

S i x t y - e i g h t pe r cen t o f the buyer s r e p l i e d t h a t t h e i r s u p p l i e r s 

t r y to g i v e good q u a l i t y c o t t o n and 96% i n d i c a t e d a b e l i e f t h a t e f -

f o r t s to communicate q u a l i t y p r e f e r e n c e s to p r o d u c e r s can be e f f e c -

t i v e . D e s p i t e the f a c t t h a t 78% of buyer s and g i n n e r s c l a imed to 

buy the q u a l i t y t h a t t h e i r cus tomers p r e f e r , on l y 55% s a i d t h a t they 

a c t u a l l y pay a p r i c e d i f f e r e n t i a l f o r q u a l i t y . 

The buyer s and g i n n e r s were asked s e v e r a l q u e s t i o n s on p r e f e r -

ences and p r a c t i c e s o f t h e i r c u s t ome r s . T h i r t y - e i g h t p e r c e n t agreed 

t ha t t h e i r cus tomers b e l i e v e t h a t p r i c e i s more i m p o r t a n t than q u a l -

i t y (62% d i s a g r e e d ) . F i f t y - f i v e pe r cen t t hough t t h a t t h e i r cus tomers 

d i d b u s i n e s s w i t h a number o f s u p p l i e r s i n an attempt to ge t b e t t e r 

q u a l i t y . E i g h t y - t w o pe r cen t o f buyer s and g i n n e r s ag reed t h a t t h e i r 

cus tomers expect c o n s t a n t q u a l i t y . 

Buyer s and g i n n e r s were a l s o q u e s t i o n e d as to t h e i r o p i n i o n s 

about t h e i r p e e r s . E i g h t y - f o u r pe r cen t t hough t t h a t the o t he r buy -

e r s knew how to buy good q u a l i t y and 68% a l s o t h o u g h t tha t buyer s 

g e n e r a l l y do a good job i n communicat ing q u a l i t y p r e f e r e n c e s to p r o -

ducer s . 

The m a j o r i t y o f c o t t on fa rmer s (75%) accept as hones t the 

w e i g h t s t h a t the buyer s u se . However, 16% f ee l t h a t the buye r s 



cheat on w e i g h t s ; 9% do not know i f they are be i ng chea ted . About 

h a l f o f the c o t t on p r oduce r s own s c a l e s to check the we i gh t o f 

t h e i r p r oduc t be fo re s a l e s . On the o t h e r hand, 57% o f the as sem-

b l e r s i n d i c a t e d a b e l i e f t h a t f a rmer s sometimes t r y to cheat on 

s e l l i n g w e i g h t s . T h i s s u g g e s t s a good b i t o f d i s t r u s t between 

fa rmer s and a s s emb l e r s and may p o i n t to a r ea l prob lem of d i s h o n e s t 

t r a d i n g which adds c o n f u s i o n to an a l r e a d y i m p e r f e c t l y c o m p e t i t i v e 

market . 

S t o r a g e 

Most f a rmer s r e p o r t e d some k i n d o f s t o r a g e f a c i l i t i e s f o r 

c o t t on on t h e i r f a rms . E i g h t y - e i g h t pe r cen t o f f a rmer s s t o r e c o t -

ton i n t h e i r houses o r i n o t h e r b u i l d i n g s on the farm. S t o r a g e i s 

r a r e l y f o r l o n g e r than two months . The average s t o r a g e c a p a c i t y 

i s 8845 k i l o s , w i t h a p p r o x i m a t e l y 60% o f the f a rmer s h a v i n g capa -

c i t y r a n g i n g from 1,000 to 10 ,000 k i l o s . S e ven t y - two pe r cen t r e -

p l i e d t h a t they s u f f e r e d no s p o i l a g e or l o s s , w h i l e o t h e r s adm i t ted 

to sma l l amounts o f l o s s . 

Most a s s e m b l e r s have some s t o r a g e f a c i l i t i e s and appear to 

s t o r e co t ton d u r i n g and a f t e r the h a r v e s t s ea son u n t i l i t can be 

g i n n e d . Only 14% of a l l a s s emb le r s had no s t o r a g e f a c i l i t i e s . On 

the o t h e r hand, 58% used some k i n d of bu lk w a r e h o u s i n g s t o r a g e , 

w h i l e 20% s t o r e d i n s a c k s i n a b u i l d i n g w i th conc re te f l o o r s . The 

median s t o r a g e c a p a c i t y f o r a s s e m b l e r s i n the s u r v e y was 150 ,000 

k g s . , w i t h a range o f 0 to 4 ,000 ,000 k g s . Most a s s e m b l e r s (95%) 

i n d i c a t e d t h a t no^ p u b l i c s t o r a g e f a c i l i t i e s were a v a i l a b l e i n t h e i r 

a r ea . 

The impor tance of a s s e m b l e r s t o r a g e i s i n d i c a t e d by the f a c t 

t h a t 64% of a l l a s s emb l e r s i n the s u r v e y s t o r e d some c o t t o n f o r 30 

days or more. Table 9 . 53 shows the amount o f c o t t on s t o r e d by a s -

s emb le r s a t v a r i o u s t imes i n 1966. The t a b l e s u g g e s t s t h a t most 

o f the co t t on i s removed from s t o r a g e f o r g i n n i n g w i t h i n f o u r months 

a f t e r h a r v e s t i n g i s completed. I t i s a l s o c l e a r t h a t a few assem-

b l e r s i n the s u r v e y , p r o b a b l y the g i n n e r s , s t o r e d l a r g e q u a n t i t i e s 

and thus p u l l e d the average up to 73 t o n s , w h i l e 50% of the assem-

b l e r s s t o r e d l e s s than 5 ton s at the end o f h a r v e s t . The same p a t -

t e r n i s e v i d e n t at the o t h e r t imes noted i n Tab le 9 . 5 3 . There i s 

a p p a r e n t l y no ar rangement whereby the fa rmer can pay the g i n n e r f o r 

g i n n i n g h i s c o t t o n w h i l e r e t a i n i n g owne r sh i p o f the p r oduc t f o r 

p o s s i b l e s t o r a g e and l a t e r s a l e at h i g h e r p r i c e s . R a t h e r , fa rmers 

must e i t h e r s t o r e the seed c o t t on or s e l l at h a r v e s t to a s s e m b l e r s 



or g i n n e r s , who then per fo rm the s t o r a g e and market r a t i o n i n g 

f u n c t i o n . As a r e s u l t , most f a rmer s s e l l t h e i r c o t t on as soon 

as i t i s h a r v e s t e d , u s u a l l y a t lower p r i c e s , as was i n d i c a t e d 

e a r l i e r . Th i s problem i s a g g r a v a t e d f o r sma l l f a rmers by the 

c r e d i t t i e s between themse l ve s and a s s e m b l e r s . 

Tab le 9 . 53 Cotton S t o r a g e by A s s e m b l e r , 1966 

S t o r a g e P e r i o d Range Medi an 
( m e t r i c ton s 

Average 
per a s s e m b l e r ) 

End o f h a r v e s t 

H a r v e s t + 2 months 

H a r v e s t + 4 months 

0 - 700 

0 - 800 

0 - 5 6 5 

5 

2 

0 

73 

99 

6 

SOURCE: SUDENE/MSU Su r vey ( 1 9 6 7 ) . 

C r e d i t 

The r e s u l t s of the i n t e r v i e w s w i th p r oduce r s r e v e a l e d t h a t , 

on the who l e , c r e d i t s u p p l i e d by g i n n e r s and buye r s i s o f sma l l 

s i g n i f i c a n c e . Only 15% o f the t o t a l number o f l o an s o f the g roup 

i n t e r v i e w e d were r e c e i v e d from such a s s e m b l e r s . Cot ton fa rmer s 

seem to p r e f e r government banks and c r e d i t c o o p e r a t i v e s as s o u r c e s 

o f c r e d i t . ( I t must be made c l e a r t h a t the farm s u r v e y tends to 

have a d i s p r o p o r t i o n a t e number o f m i d d l e - s i z e d l a n d o w n e r s ; a number 

o f the very l a r g e and/or ve ry sma l l f a rmers were p r obab l y not i n -

c l uded i n the farm s amp l e . ) I t seems l i k e l y t h a t the s m a l l e r p r o -

ducer s tend to r e l y on c r e d i t s e r v i c e s extended by b u y e r s . I t i s 

t r u e t h a t the m a j o r i t y o f buye r s and a s s emb l e r s do ex tend some 

c r e d i t . Some buye r s a l s o run coun t r y g r o c e r y or hardware s t o r e s 

and thus s e l l s u p p l i e s on c r e d i t , w h i l e the o t h e r s l end ca sh . The 

sma l l p r oduce r s and s h a r e c r o p p e r s o f t e n do, t hen , become t i e d to 

such buyer s and l o c a l merchants t h rough advances o f money and good s . 

But those fa rmers who grow by f a r the major p o r t i o n of marketed 

co t t on do not r e l y h e a v i l y on buye r c r e d i t . Th i s c o n c l u s i o n i s 

a l s o s u p p o r t e d by the f a c t t ha t l e s s than 20% of t o t a l c r e d i t v o l -

ume to co t t on fa rmer s s u r ve yed i s ex tended by buyer s o r a s s e m b l e r s . 

( To ta l c r e d i t volume to f a rmer s i n the c o t t on area was a p p r o x i m a t e -

l y N C r $ l l , 200 ,000 i n 1966 , w h i l e buyer s s u p p l i e d r o u g h l y NCr$2 m i l -

l i o n o f t h i s t o t a l . ) The c o s t o f b u y e r / a s s e m b l e r c r e d i t was a l s o 



s i g n i f i c a n t l y h i g h e r than t h a t o f banks and c o o p e r a t i v e s . The 

average i n t e r e s t r a te cha rge s per month by a s s emb le r s i n 1966 was 

3 . 7 % , compared to an average month ly r a te o f 1.4% p a i d to a l l 

t ypes o f l e n d e r s by c o t t on p roduce r s (Tab le 9 . 5 4 ) . In a d d i t i o n 

to the c o s t of c r e d i t , the terms o f repayment exac ted by the buy -

e r s would g e n e r a l l y be unaccep tab le to m i d d l e - s i z e d and l a r g e r 

p r o d u c e r s because t h e i r b a r g a i n i n g p o s i t i o n at the time o f s a l e s 

would be weakened. For the most p a r t , buyer s demand t h a t t h e i r 

c r e d i t cus tomers s e l l t h e i r co t ton d i r e c t l y to them ( i . e . , to the 

buyer s e x t end i n g c r e d i t ) o r pay o f f the loan i n k i n d . Few buyer s 

answered t h a t they would accept repayment in ca sh . 

Tab le 9 .54 P a r t i a l D e s c r i p t i o n o f 
Cot ton P r o d u c t i o n Area 

I n t e r e s t Rate S t r u c t u r e i n 
o f Pernambuco and P a r a i b a 

Average i n t e r e s t r a te per month 

G i n n e r s pay the banks 2 . 1 % 

Smal l a s s emb le r s ( buye r s 
and b r o k e r s ) pay g i n n e r s 2 .7 

Farmers pay sma l l a s s emb le r s 3 .7 

Farmers pay sma l l a s s emb le r s 
f o r p a s t - d u e l oan s 4 . 2 

SOURCE: SUDENE/MS U Su rvey (1 9 6 7 ) . 

On the o t h e r hand, i n the case o f a bad debt most buyer s 

would be con ten t to wa i t u n t i l the next h a r v e s t o r to t r y to s e t -

t l e the problem out o f c o u r t . I t appears t h a t about 7% of the 

b u y e r s ' l oan s become bad deb t s . Sometimes the re i s an a d d i t i o n a l 

i n t e r e s t charged i f payments on the debt are o ve rdue , which makes 

the e f f e c t i v e monthly i n t e r e s t r a te a l i t t l e o ve r 4% on the a v e r -

age . 

The m a j o r i t y o f tho se buyer s (77%) who demand t h a t the c o t -

ton be s o l d to them (as p a r t o f the c r e d i t c o n t r a c t ) s e t the p r i c e 

o f such co t t on a f t e r the h a r v e s t . Most (55%) c l a imed t ha t they 

p r i c e the c o t t on at the c u r r e n t p r i c e l e v e l , w h i l e a few o t h e r s 

admi t ted t h a t they pay lower than the c u r r e n t p r i c e . 

The c r e d i t c y c l e c o r r e s p o n d s c l o s e l y to the p r o d u c t i o n s e a -

son . Buyers g e n e r a l l y beg in e x t e n d i n g c r e d i t i n Janua ry and Feb-

r ua r y and cut i t o f f i n June and J u l y . P roduce r s beg in r e p a y i n g 



i n September and some take as l ong as November or December to repay . 

The average d u r a t i o n o f a s s emb l e r l oan s to fa rmers i n 1966 was 20 

weeks . 

The v a s t m a j o r i t y o f a s s emb le r s (98%) borrow money themse l ve s 

to advance to fa rmer s and ope ra te t h e i r own b u s i n e s s e s . The most 

f r e q u e n t l y ment ioned s o u r c e s were government banks (46%) at an a v e r -

age i n t e r e s t r a te o f 2.1% per month, o the r s o u r c e s (43%) at 2 .8% 

per month, and money lender s (30%) at 4.5% per month. O b v i o u s l y , 

a s s emb l e r s p r e f e r to borrow from government banks at lower r a t e s , 

but due to c r e d i t r a t i o n i n g and c o l l a t e r a l r e q u i r e m e n t s , a s s emb le r s 

are f o r c e d to t u r n to o the r more e x p e n s i v e c r e d i t s o u r c e s . Assem-

b l e r s b e l i e v e t h a t c r e d i t a v a i l a b i l i t y and co s t are an impo r t an t 

f a c t o r l i m i t i n g b u s i n e s s e x p a n s i o n : 88% e x p r e s s e d the o p i n i o n t ha t 

c r e d i t a v a i l a b i l i t y was a l i m i t i n g f a c t o r and 68% s a i d t h a t h i gh 

i n t e r e s t r a t e s were h o l d i n g them back. 

T r a n s p o r t a t i on 

The most common method f o r t r a n s p o r t i n g co t t on from the farm 

to the f i r s t buyer i s i n r en ted t r u c k s . F o r t y - t h r e e pe r cen t o f 

the fa rmers i n the s u r v e y used t h i s method. An a d d i t i o n a l 15% 

used t h e i r own t r u c k and 5% had t h e i r p roduc t t r a n s p o r t e d i n the 

b u y e r ' s t r u c k . T h u s , about 63% o f the fa rmers r e p o r t e d u s i n g t ruck 

t r a n s p o r t a t i o n p r i m a r i l y . The o t h e r major s ou rce o f t r a n s p o r t a t i o n 

was a n i m a l - b a c k . About 34% of the fa rmers used t h i s method. The 

h i gh i n c i d e n c e o f t r u c k t r a n s p o r t a t i o n i s somewhat s u r p r i s i n g i n 

compar i son to o t h e r commodit ies and when one rev iews the type o f 

roads on which the m a j o r i t y o f a s s emb le r s are l o c a t e d . Over 65% 

o f a l l c o t t on a s s e m b l e r s have t h e i r b u s i n e s s l o c a t e d on o x c a r t 

roads w i t h l e s s than 35% on paved, g r a v e l o r g raded d i r t r o a d s . 

Whi le t h i s s u g g e s t s a p o s s i b l e l i m i t a t i o n on the r u r a l ma r ke t i n g 

s y s t em, the p r e s e n t s t udy d i d not gene ra te adequate i n f o r m a t i o n 

on e x i s t i n g roads i n the area to a r r i v e at a f i r m c o n c l u s i o n . 

Summary 

Cot ton ranks as the most impo r t an t s ou r ce o f f o r e i g n exchange 

f o r the B r a z i l i a n economy. I t i s the second most impo r tan t a g r i c u l -

t u r a l p r o d u c t of the N o r t h e a s t . Thu s , i t h o l d s an impo r t an t p l a ce 

i n the r e g i o n a l economy. Yet p r o d u c t i o n methods remain q u i t e t r a d i -

t i o n a l , w i th l i t t l e i n d i c a t i o n t h a t any s i g n i f i c a n t t e c h n o l o g i c a l 

advancement w i l l be made in the near f u t u r e . Th i s i s i n s p i t e of 

the f a c t t h a t wo r l d demand i s s t r o n g f o r the l ong s t a p l e t r ee c o t t on 



produced i n the N o r t h e a s t . On the o t h e r hand, w h i l e the q u a n t i t y 

demanded seems to be r i s i n g , w o r l d c o t t on p r i c e s remain low. 

These low p r i c e s are r e f l e c t e d th rough the ma r ke t i n g s y s tem i n 

the N o r t h e a s t and f u r t h e r reduced by the f a c t t h a t as many as 3 

to 4 i n t e r m e d i a r i e s commonly s u b t r a c t t h e i r ma rg i n s ( r a n g i n g from 

10 to 20%) from the p r i c e s o f f e r e d f a r m e r s . As a r e s u l t , farm 

p r i c e s are low. T h i s , coup led w i th a n o n p r o g r e s s i v e , noncompet i -

t i v e group o f a s s e m b l e r s , poor market i n f o r m a t i o n i n r u r a l a r e a s , 

l i m i t e d r u r a l c r e d i t , and l a c k o f fa rmer o p p o r t u n i t y to f i n a n c e 

or r e t a i n owne r sh i p d u r i n g the p r o c e s s i n g and s t o r a g e o f t h i s p r o d -

uct w h i l e s e e k i n g a h i g h e r p r i c e , has p roduced an env i ronment i n 

which fa rmer s have l i t t l e i n c e n t i v e to seek out and adopt the c o s t -

l y f a rm ing i n n o v a t i o n s r e q u i r e d to r a i s e p r o d u c t i v i t y and, e v e n t u a l -

l y , p r o f i t s . 

The c o n c l u s i o n seems to be t h a t the s t r u c t u r e and conduct o f 

the p r e s e n t co t ton ma r ke t i n g s y s tem i s p l a c i n g a heavy burden on 

p r o d u c e r s . I t seems l i k e l y t h a t a few p r o g r e s s i v e co t t on buye r s 

o r g i n n e r s who were w i l l i n g to bypas s c e r t a i n i n t e r m e d i a r i e s i n the 

market cou ld pe r fo rm a much-needed s e r v i c e w h i l e c r e a t i n g a compe-

t i t i v e f o r c e which m ight l e a d to more s t r e a m l i n e d , l o w e r - c o s t , and 

more e f f e c t i v e co t t on m a r k e t i n g . The even tua l b e n e f i t s o f such a 

s y s tem would acc rue to fa rmer s i n the s h o r t run and to s o c i e t y i n 

the l ong run as p r oduce r s re sponded to h i g h e r p r i c e s by a d o p t i n g 

more e f f i c i e n t p r o d u c t i o n methods. 

The M a r k e t i n g Sys tem f o r M i l k 

I n t r o d u c t i on 

M i l k i s a h i g h l y n u t r i t i o u s food t ha t i s i m p o r t a n t to the 

R e c i f e c o n s u m e r ' s d i e t . The l a r g e s t pe r cen tage o f R e c i f e m i l k con-

sumpt ion i s i n the form o f powdered m i l k , f o l l o w e d by p a s t e u r i z e d 

m i l k and u n p a s t e u r i z e d f l u i d m i l k . Other m i l k p r o d u c t s are b u t t e r 

and chee se , o f which a s i g n i f i c a n t q u a n t i t y i s l o c a l l y p roduced , 

and condensed and e vapo r a t ed m i l k w h i c h , a long w i th powdered m i l k , 

i s l a r g e l y pu r cha sed from s o u t h e r n B r a z i l . Ma jo r emphas i s i n t h i s 

s t u d y i s on the ma r ke t i n g of f l u i d m i l k t h rough the s t a t e - owned 

p a s t e u r i z i n g p l a n t i n R e c i f e . 

Data from the G e t u l i o Vargas Founda t i on show t h a t i n 1960 

B r a z i l as a whole was l a r g e l y s e l f - s u f f i c i e n t w i t h r e s p e c t to m i l k 

p r o d u c t i o n and con sumpt i on . About 1/2 of B r a z i l ' s t o t a l consump-

t i o n o f 6 .6 m i l l i o n tons was consumed as f l u i d m i l k . Ano the r 10% 



was consumed i n the fo rm o f powdered m i l k and the b a l a n c e as m i l k 

p r o d u c t s . 

I n 1 9 6 0 , pe r c a p i t a c o n s u m p t i o n o f f l u i d m i l k f o r a l l o f 

B r a z i l was 9 4 . 1 k g s . , w i t h an u rban pe r c a p i t a c o n s u m p t i o n o f 

9 1 . 5 k g s . and r u r a l pe r c a p i t a c o n s u m p t i o n o f 9 7 . 0 k g s . 7 I n c o n -

t r a s t , a Bank o f the N o r t h e a s t s t u d y i n 1960 e s t i m a t e d p e r c a p i t a 
o 

f l u i d m i l k c o n s u m p t i o n i n the c i t y o f R e c i f e a t abou t 20 k g s . 

At t h a t t ime no p a s t e u r i z i n g p l a n t was o p e r a t i n g i n the c i t y , so 

the e n t i r e amount was u n p a s t e u r i z e d . No p e r c a p i t a da ta a re a v a i l -

a b l e f o r r u r a l c o n s u m p t i o n o f f l u i d m i l k i n the N o r t h e a s t , bu t 

t h e r e i s l i t t l e doubt t h a t c o n s u m p t i o n i s much l o w e r t han the a v e r -

age q u o t e d e a r l i e r f o r a l l o f B r a z i l . An i n d i c a t o r o f the low r a t e 

o f f l u i d m i l k c o n s u m p t i o n i n a l l the N o r t h e a s t i s the f a c t t h a t i n 

1965 about 11% o f B r a z i l ' s t o t a l m i l k p r o d u c t i o n came f rom the 

N o r t h e a s t , wh i ch had o v e r 30% o f t he c o u n t r y ' s p o p u l a t i o n . 

The G e t u l i o V a r g a s F o u n d a t i o n has e s t i m a t e d t h a t t o t a l m i l k 

p r o d u c t i o n i n B r a z i l w i l l i n c r e a s e by 33% between 1965 and 1975 . 

Demand f o r m i l k i s e x p e c t e d to i n c r e a s e a b i t mo re , l e a v i n g a s m a l l 

d e f i c i t to be f i l l e d by i m p o r t s ( T a b l e 9 . 5 5 ) . 

T a b l e 9 . 5 5 P r o j e c t i o n o f M i l k S u p p l y and 
Demand i n B r a z i l ( 1 , 0 0 0 m e t r i c t o n s ) 

Yea r A c t u a l demand I n t e r n a l s u p p l y A c t u a l d e f i c i t 

1965 7 , 6 80 7 , 5 9 0 - 9 0 

1970 8 , 9 5 0 8 , 8 4 0 - 1 1 0 

1975 1 0 , 4 4 0 1 0 , 3 1 0 - 1 3 0 

SOURCE: G e t u l i o V a r g a s F o u n d a t i o n , Supply and Demand 
Projection of Agricultural Products for B r a z i l 3 

V o l . 1 , p. 1 5 3 - 5 5 . 

M i l k p r o d u c t i o n i n s e l e c t e d s t a t e s o f B r a z i l i s shown i n 

T a b l e 9 . 5 6 . M i n a s G e r a i s i s the l e a d i n g m i l k p r o d u c i n g s t a t e i n 

B r a z i l and Sao P a u l o i s the s e c o n d l a r g e s t p r o d u c i n g s t a t e . 

B a h i a i s the l a r g e s t m i l k p r o d u c i n g s t a t e i n the N o r t h e a s t . I t 

^ G e t u l i o V a r g a s F o u n d a t i o n , Supply and Demand Projection of 
Agricultural Products for B r a z i l 3 1 9 6 6 , V o l . 1 , p. 49 . 

8 S U N A B , R e c i f e , B r a z i l . U n p u b l i s h e d d a t a . 



i s a l s o e v i den t t h a t Bah i a has the l a r g e s t r a te o f i n c r e a s e i n 

m i l k p r o d u c t i o n d u r i n g the y e a r s 1963 - 1965 . The s t a t e o f Pernam-

buco shows the s m a l l e s t i n c r e a s e i n m i l k p r o d u c t i o n f o r t ho se 

same y e a r s . I t i s apparent t ha t m i l k p r o d u c t i o n i n Pernambuco 

has f a i l e d to grow as r a p i d l y as i n o t h e r s t a t e s i n the N o r t h e a s t 

and the Sou th . 

Tab le 9 .56 M i l k P r o d u c t i o n i n S e l e c t e d 
S t a t e s , 1963 -65 (1 ,000 I t s . ) 

S t a t e 
M i l k P r o d u c t i o n % I n c r e a s e 

1963 -1965 S t a t e 
1963 1964 1965 

% I n c r e a s e 
1963 -1965 

M inas G é r a i s 

Säo Pau lo 

Bah ia 

Pernambuco 

Pa ra i ba 

1 , 8 0 6 , 7 7 1 2 , 0 4 0 , 2 9 2 2 , 1 6 2 , 7 2 1 

1 , 2 7 5 , 6 5 0 1 , 429 , 800 1 , 4 8 7 , 5 0 7 

185,446 239 ,896 281 , 478 

99 ,780 100 ,299 113 ,294 

69 ,543 74 ,347 79,812 

19.7 

16.6 

51 .8 

13 .5 

14 .8 

SOURCE: IBGE - S t a t i s t i c a l Annual o f B r a z i l : 1966 , p. 111. 

I t i s e s t i m a t e d t h a t i n 1967 the Rec i f e consumpt ion of f r e s h 

f l u i d m i l k was a p p r o x i m a t e l y 50 ,000 l i t e r s per day , o f whi'ch 80% was 
9 

p a s t e u r i z e d and 20% was s o l d to the consumer as raw m i l k . The r e -

s u l t s o f a consumer s u r v e y i n R e c i f e are p r e s e n t e d l a t e r i n the 

m i l k ma rke t i n g s e c t i o n . The r e s u l t s i n d i c a t e a p o t e n t i a l f o r s u b -

s t a n t i a l e x p a n s i o n i n m i l k con sumpt ion . A p p a r e n t l y powdered m i l k 

i s w i d e l y used and i s l a r g e l y impor ted from c e n t r a l and s o u t h e r n 

B r a z i l and from the Un i t ed S t a t e s . 

The Farmer M a r k e t i n g System 

M i l k p r o d u c t i o n i n the N o r t h e a s t i s c o n c e n t r a t e d l a r g e l y i n 

the A g r e s t e a rea . V i r t u a l l y a l l o f the m i l k s u p p l y f o r R e c i f e ' s 

o n l y p a s t e u r i z i n g p l a n t ( C I L P E ) i s drawn from t h a t area o f Pernam-

buco. However, most o f the u n p a s t e u r i z e d m i l k s o l d i n the c i t y 

comes from smal l p r oduce r s i n the humid zone around R e c i f e . 

9 C I L P E , R e c i f e . 



S i n c e the c u r r e n t s t udy f o c u s e s on the major and o n l y l e g a l 

f l u i d m i l k s u p p l y market f o r the c i t y o f R e c i f e , the fa rmer s u r v e y 

as d e s c r i b e d e a r l i e r , i s composed on l y o f f a rmer s who had s o l d 

m i l k to C ILPE i n 1966. The f o l l o w i n g d e s c r i p t i o n o f farmer ma r ke t -

i n g a c t i v i t y i s based on t h a t s u r v e y conducted i n J u l y o f 1967. 

Q u a n t i t y Produced and S o l d 

Tab le 9 .57 shows the average d a i l y m i l k p r o d u c t i o n per farm 

i n 1965 and 1966. These ave rage s are skewed upward by a few l a r g e 

p r o d u c e r s . Whi le the se are y e a r l y a v e r a g e s , the data i n d i c a t e d 

t h a t d a i l y p r o d u c t i o n per farm i n c r e a s e d by about 10 to 15% d u r i n g 

the dry s ea s on due p r i m a r i l y to heavy f e e d i n g of c o t t o n s e e d meal 

a t t h a t t ime. 

Table : 9 .57 Average D a i l y M i l k P r o d u c t i o n , , Average D a i l y 
Home Consumpt ion , and Average D a i l y S a l e s per 
Farm i n Sample , 1965-1966 ( l i t e r s ) 

1965 1966 

Average dai l y pro duet i on 68 .5 72.4 

Average dai l y home consumpt ion 9 .0 9 . 3 

Average dai l y s a l e s 59 .5 62 .9 

SOURCE: SUDENE/MSU Farmer S u r vey ( 1 9 6 7 ) . 

Average d a i l y s a l e s a f t e r home consumpt ion and l o s s were 59.5 

l i t e r s i n 1965 and 62 .94 i n 1966. The m a j o r i t y o f f a rmer s i n the 

s u r v e y ( 5 9 . 5% ) s o l d a l l o f t h e i r m i l k to C I LPE i n 1966. Of the r e -

ma in i ng f a r m e r s , 12.7% s o l d a l l t h e i r m i l k e l s ewhe re and 27.8% s o l d 

p a r t o f t h e i r m i l k to o t h e r b u y e r s . 

For those who s o l d to buye r s o t h e r than C I L P E , the major mar-

ket was l o c a l consumers ( 1 6 % ) , l o c a l cheese o r b u t t e r f a c t o r i e s 

( 1 4 % ) , and o t h e r m i l k buyer s who came to the farm ( 6 % ) . Thu s , the 

major buye r s o t h e r than C ILPE f o r f a rmer s i n the sample were con -

sumers and sma l l l o c a l bu s i ne s smen . 

The s u r v e y showed t h a t cows are m i l k e d by hand under q u i t e 

u n s a n i t a r y c o n d i t i o n s . Only about 12% o f the fa rmer s f o l l o w e d the 

p r a c t i c e o f wash ing the cow ' s udder be fo re m i l k i n g . In most ca se s 

the cows are m i l k e d i n the c o r r a l w i th o t h e r c a t t l e and c a l v e s . 

I n a d d i t i o n , very few had any method a t a l l f o r c o o l i n g the m i l k . 



Such h a n d l i n g p r a c t i c e s p r e s e n t a s e r i o u s h e a l t h problem and l e ad 

to a h i gh r a t e o f m i l k s p o i l a g e i n the ma rke t i n g s y s tem. C ILPE 

has s p e c i a l p r o b l e m s , s i n c e the m i l k hand led under t he se c o n d i t i o n s 

must be a s sembled and t r a n s p o r t e d to t h e i r c o l l e c t i o n p o s t s be fo re 

any r e f r i g e r a t i o n can take p l a c e . The m i l k must then be t r a n s p o r t -

ed 50 to 220 k i l o m e t e r s i n cans i n open t r u c k s be f o re i t can be 

p a s t e u r i zed. 

T r a n s a c t i o n P rocedu re s 

M i l k p r oduce r s t y p i c a l l y m i l k t h e i r cows o n l y once a d a y - -

u s u a l l y ve ry e a r l y i n the mo rn i n g . For those who s e l l to C I L P E , 

the m i l k i s p i c k e d up at the farm each morn ing by an i ndependent 

t r u c k e r . I n some ca se s these i n d i v i d u a l s are C ILPE s u p p l i e r s who 

t r a n s p o r t t h e i r own m i l k and t h a t of t h e i r n e i g h b o r s . These t r a n s -

p o r t e r s are p a i d 1.5 to 2 .0 cen tavo s per l i t e r depend ing on the 

d i s t a n c e t r a v e l e d . At the farm the m i l k i s t r a n s f e r r e d from the 

p r o d u c e r ' s c o n t a i n e r s to C ILPE cans and the d r i v e r r e c o r d s the 

amount o f p u r c h a s e . When the m i l k a r r i v e s at the c o l l e c t i o n po s t , 

i t i s s t r a i n e d and coo l ed immed ia te l y and each p r o d u c e r ' s s a l e s 

are r e co rded f o r the day. Checks to p r oduce r s are i s s u e d by C ILPE 

once a week. 

S a l e s to o u t l e t s o t he r than C ILPE may i n v o l v e a v a r i e t y o f 

p r o c e d u r e s . The farmer may d e l i v e r the m i l k d a i l y to i n d i v i d u a l 

consumers i n nearby a rea s or to sma l l cheese o r b u t t e r f a c t o r i e s . 

The l a t t e r s e r v e e s p e c i a l l y as an o u t l e t f o r the lower q u a l i t y 

m i l k . On the o t h e r hand, the fa rmer may s e l l h i s mi lk to a m i d d l e -

man who d i s t r i b u t e s to consumers i n nearby towns or he may produce 

b u t t e r or cheese h i m s e l f f o r l o c a l s a l e . 

Of the major s a l e s o u t l e t s , C I LPE g e n e r a l l y p r o v i d e s the p r o -

ducer w i th a more s t a b l e market demand at f i x e d p r i c e s . However, 

i n some ca se s p r i c e s are h i g h e r f o r p r oduce r s h a v i n g r e g u l a r d i s -

t r i b u t i o n r ou te s o r s a l e s a r rangements f o r raw m i l k to be consumed 

l o c a l l y . The cheese and b u t t e r f a c t o r i e s g e n e r a l l y pay lower p r i -

c e s . They w i l l pu r cha se h i gh a c i d m i l k and the o v e r f l o w o f p r o d u c -

t i o n a f t e r the o t h e r two market demands are s a t i s f i e d . 

The R e c i f e M i l k P a s t e u r i z i n g P l a n t 

Backg round 

Companhia I n d u s t r i a l i z a $ á o do L e i t e de Pernambuco ( C I L P E ) i s 

a mixed company w i th 99 .7% o f i t s s t o c k be ing h e l d by the s t a t e 



gove rnmen t o f Pe rnambuco. O p e r a t i o n s were begun i n the p r e s e n t 

l o c a t i o n i n 1938 . At t h a t t i m e , the p l a n t was d i r e c t l y owned and 

o p e r a t e d by the s t a t e o f Pe rnambuco. F a c i l i t i e s i n the p l a n t were 

q u i t e a d e q u a t e . I t has been no t ed t h a t " t h e o p e r a t i o n o f the 

p l a n t was q u i t e an example f o r the c o u n t r y . " 1 0 

By 1 9 4 9 , the p l a n t was i n s uch poo r c o n d i t i o n t h a t the s t a t e 

gove rnment d e c i d e d to c a r r y ou t a comp le te r e m o d e l i n g p r o g r a m . 

B i d s f o r m a t e r i a l s were a c c e p t e d i n 1950 . A f t e r 1 9 5 1 , r e m o d e l i n g 

was c o n t i n u a l l y d e l a y e d by a l a c k o f f u n d s and o t h e r p o l i t i c a l 

r e a s o n s . I t was f i n a l l y c omp le ted i n 1 9 6 1 . M e a n w h i l e , the c i t y 

was c o m p l e t e l y w i t h o u t p a s t e u r i z e d m i l k f o r a p e r i o d o f abou t 11 

y e a r s . 

I n December o f 1 9 5 1 , the p r e s e n t mixed economy company was 

o r g a n i z e d by the s t a t e g o v e r n m e n t . Under the new o r g a n i z a t i o n , 

the s t a t e gove rnment h o l d s 9 9 . 7 % o f the s t o c k . The b a l a n c e i s 

h e l d by d i r e c t o r s o f t he company. The p r e s i d e n t i s u s u a l l y a 

p o l i t i c a l a p p o i n t e e o f the s t a t e g o v e r n o r . T h i s has r e s u l t e d i n 

p e r i o d i c change s i n company management w h i c h , i n t u r n , have hampered 

l o n g - r a n g e deve l opmen t o f the company. 

When the C I LPE p l a n t f i n a l l y began o p e r a t i o n s a g a i n i n May o f 

1 9 6 1 , most o f the equ ipment was new. The p r e s e n t p a s t e u r i z i n g , b o t -

t l i n g and s t o r a g e c a p a c i t y o f the p l a n t i s 8 0 , 0 0 0 l i t e r s per day . 

D u r i n g the s e a s o n o f peak v o l u m e , i t i s c u r r e n t l y u sed a t about 60% 

o f r a t e d c a p a c i t y . 

One o f the ma jo r p r ob l ems wh i ch the company has f a c e d s i n c e 

r e - o p e n i n g i s the s e a s o n a l f l u c t u a t i o n i n m i l k s u p p l y . Tab l e 9 . 5 8 

shows the months o f maximum and minimum a v e r a g e d a i l y p u r c h a s e s by 

C I L P E f rom May 1961 to September 1967 . The t a b l e i n d i c a t e s t h a t 

f r e q u e n t l y d u r i n g the s e a s o n o f s h o r t s u p p l y between J u l y and Novem-

be r a v e r a g e d a i l y p u r c h a s e s d e c l i n e d to abou t 1/2 o f the p u r c h a s e s 

d u r i n g the month o f maximum p r o d u c t i o n . I t s h o u l d be no ted t h a t i n 

1967 the r e g u l a r p a t t e r n has been r e v e r s e d . T h i s i s a r e s u l t o f 

s p e c i a l e f f o r t s by C I L P E to make t h e i r s u p p l y c o n s t a n t . The company 

has made an a r r angemen t to p u r c h a s e m i l k f rom a m i l k p r o d u c t s f a c -

t o r y i n B a t a l h a , A l a g o a s . The f a c t t h a t more m i l k was r e c e i v e d d u r -

i n g the s l a c k p r o d u c t i o n s e a s o n t han d u r i n g the bu s y s e a s o n o f 1967 

i s a t t r i b u t a b l e to a s p e c i a l s a l e s p r o m o t i o n p r o g r a m . C I L P E s a l e s 

are r i s i n g s t e a d i l y and i n o r d e r to meet the consumer demand the 

J . M . da Rosa e S i l v a N e t o , Contribucào para um Plano de 
Desenvolvimento da Produgao > Bene f i ci amento e Industrializagào do 
Leite em Pernambuco, Commissào de D e s e n v o l v i m e n t o Economico de 
Pernambuco ( R e c i f e : 1 9 6 1 ) , p. 71. 



company i s p a y i n g h i g h e r p r i c e s to p r o d u c e r s to e n c o u r a g e g r e a t e r 

p r o d u c t i on . 

T a b l e 9 . 5 8 Months o f A v e r a g e Minimum & Maximum D a i l y 
M i l k P u r c h a s e s by C I L P E , 1961 - 1967 

A ve r a ge d a i l y p u r c h a s e s M o n t h Y e a r 

( n t e r s ) 

Maximum - 3 8 , 9 3 3 . .9 December 1 961 a 

Minimum - 2 6 , 0 6 2 . .9 May 

Maximum - 3 9 , 0 3 4 . .8 J a n u a r y 1 962 
Minimum - 1 8 , 1 0 0 . .4 November 

Maximum - 3 2 , 5 7 1 . .2 F e b r u a r y 1963 
Minimum - 2 0 , 7 9 0 . .9 Novembe r 

Maximum - 4 5 , 9 2 4 . ,4 F e b r u a r y 1964 
Minimum - 2 3 , 7 1 2 . .0 J u l y 

Maximum - 4 3 , 6 5 8 . .2 May 1965 
Minimum - 3 1 , 8 0 7 . .3 September 

Maximum - 4 2 , 5 2 8 . .2 March 1966 
Minimum - 2 3 , 9 8 0 . .7 A u g u s t 

Maximum - 4 8 , 6 2 9 . ,0 Septembe r 1 9 6 7 b 

Minimum - 3 7 , 2 4 0 . .0 May 

a P l a n t b e g i n s o p e r a t i o n i n May. 

b I n c l u d e s s t a t i s t i c s t h r o u g h September o n l y . 

SOURCE: C I L P E . 

The Ru ra l C o l l e c t i o n S y s t em 

At the p r e s e n t t i m e , C I L P E ' s p r i n c i p a l s u p p l y a r ea i s the 

A g r e s t e o f Pernambuco. D u r i n g the p e r i o d from 1938 to 1 9 5 0 , the 

majo r s u p p l y a r e a was the munioipio o f R e c i f e and n e i g h b o r i n g 

municipios. However , as the c i t y grew and l a n d v a l u e s c l i m b e d , 

more and more da i r ymen n e a r the m e t r o p o l i t a n a r ea were f o r c e d ou t 

o f b u s i n e s s . When C I L P E reopened i n 1 9 6 1 , t h r e e r u r a l c o l l e c t i o n 

p o s t s were i n o p e r a t i o n - - o n e each i n G r a v a t a , L i m o e i r o and C a r u a r u . 

The majo r s u p p l y a rea was s t i l l the municipio o f R e c i f e and n e a r -

by a r e a s . Then i n 1962 c o l l e c t i o n p o s t s were opened i n B e z e r r o s , 

Sao Caetano and Sao Bento do Una, p u s h i n g the s u p p l y f u r t h e r i n t o 

the A g r e s t e . F i n a l l y , i n 1965 and 1966 p o s t s were opened i n S u r u -

b im, B e l o J a r d i m and P e s q u e i r a . The l a t t e r i s a l r e a d y C I L P E ' s 

l a r g e s t p o s t . T ab l e 9 . 5 9 p r e s e n t s a d e s c r i p t i o n o f each o f C I L P E ' s 

n i n e c o l l e c t i o n p o s t s . 
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The m i l k i s c o l l e c t e d and d e l i v e r e d to these p o s t s by p r i v a t e 

t r u c k e r s h i r e d by C I LPE . Da./ymen take the m i l k from the cows ve ry 

e a r l y i n the mo rn i ng . The t r u c k e r then pa s s e s by the farm a l i t t l e 

l a t e r i n the morn ing to p i c k up the m i l k . He t r a n s f e r s i t i n t o 

C ILPE cans and d e l i v e r s i t to the r u r a l c o l l e c t i o n po s t i n h i s open 

t r u c k , p i c k - u p or Vo lk swagen bus . Each c o l l e c t i o n po s t has from 

one to ten t r u c k e r s c o l l e c t i n g m i l k and d e l i v e r i n g i t to the c o o l i n g 

s t a t i o n . 

As soon as the m i l k a r r i v e s at the p o s t , each can i s t e s t e d 

f o r a c i d i t y . I f the m i l k i s a c c e p t a b l e , the f a r m e r ' s account i s 

c r e d i t e d at a p r i c e of 24 cen tavo s per l i t e r . I f the m i l k i s a c i d , 

i t i s a c cep ted , but the p roduce r i s p a i d at a r a t e o f 12 cen tavo s 

per l i t e r . The p roduce r u s u a l l y comes to the p o s t to p i c k up h i s 

check once a week, though i n some ca se s the t r u c k e r d e l i v e r s the 

checks to the da i r ymen. 

At the c o l l e c t i o n po s t the m i l k i s immed ia te l y s t r a i n e d and 

coo l ed to a temperature of a p p r o x i m a t e l y 3° c e n t i g r a d e . In a l l 

C ILPE p o s t s except P e s q u e i r a , the m i l k i s p l a ced i n 5 5 - l i t e r cans 

to awa i t t r a n s f e r to the R e c i f e p l a n t i n open bed t r u c k s cove red 

w i th wet t a r p a u l i n s . I n P e s q u e i r a , the m i l k i s p l a ced i n an i n -

s u l a t e d s t o r a g e tank a f t e r c o o l i n g . Most of the m i l k i s t r a n s p o r t -

ed from t h a t p o s t to R e c i f e i n an i n s u l a t e d tank t r u c k w i th a 

c a p a c i t y o f 14 ,000 l i t e r s . Tab le 9 .59 i n d i c a t e s t h a t i n most ca se s 

C I LPE does not own the t r u c k s used to d e l i v e r the mi l k to R e c i f e . 

P r i v a t e t r u c k e r s are h i r e d at a r a t e o f 1 .5 to 2 cen tavo s per l i t e r 

to p r o v i d e t h i s t r a n s p o r t a t i o n . The bu lk tank which ope r a t e s be-

tween R e c i f e and P e s q u e i r a be l ong s to the f e d e r a l m i l k improvement 

agency , P i ano de Melhoramento da A l imen tagao e do Manejo do Gado 

L e i t e i r o (PLAMAN), but i t i s on l o n g - t e r m loan to C I LPE . 

The P r o c e s s i n g P l a n t 

The p r e s e n t C I LPE p l a n t was c o n s t r u c t e d i n 1938. I t i s l o c a t -

ed i n a c onge s t ed area near downtown R e c i f e , making e n t r y and e x i t 

by l a r g e t r u c k s somewhat d i f f i c u l t . Most of the equipment i n the 

p l a n t i s i n good c o n d i t i o n , hav i n g been pu r cha sed d u r i n g the remode l -

i n g be fo re the p l a n t was re -opened i n 1961. 

With p r e s e n t f a c i l i t i e s the p l a n t ' s p a s t e u r i z i n g c a p a c i t y i s 

about 80 ,000 l i t e r s per day , though most of the equipment i n the 

p l a n t has a s i g n i f i c a n t l y h i g h e r c a p a c i t y . For example, the capa-

c i t y o f the two p a s t e u r i z e r s i s 5 ,000 l i t e r s per hour each , the two 

f i l l i n g and capp ing machines have a c a p a c i t y o f 4 , 300 l i t e r s per 

hour each , and the re i s a bu l k s t o r a g e c a p a c i t y o f 48 ,000 l i t e r s . 



The p r ima r y f a c t o r l i m i t i n g the e x p a n s i o n o f p l a n t c a p a c i t y i s the 

amount o f r e f r i g e r a t e d s t o r a g e space a v a i l a b l e f o r b o t t l e d m i l k . 

The p r e s e n t f a c i l i t y w i l l hand le 24 ,000 l i t e r s . The company does 

not p r e s e n t l y use r e f r i g e r a t e d or even i n s u l a t e d t r u c k s f o r d e l i v e r y , 

so the re i s no p o s s i b i l i t y o f expand ing b o t t l e d s t o r a g e c a p a c i t y by 

l o a d i n g d e l i v e r y t r u c k s e a r l y . At the p r e s e n t t ime , the p l a n t i s 

p r o c e s s i n g about 40 ,000 l i t e r s per day. Yet the l i m i t e d b o t t l e d 

m i l k s t o r a g e c a p a c i t y has a l r e a d y f o r c e d the company i n t o s p e c i a l 

o p e r a t i n g p r o c e d u r e s . 

P r e s e n t l y , the C ILPE p a s t e u r i z i n g p l a n t ope r a t e s from 9:30 a.m. 

to 6 :30 p.m. The f i r s t m i l k a r r i v e s i n the 1 4 , 0 0 0 - l i t e r tank t r u c k 

from P e s q u e i r a at about 7:00 a .m. , a f t e r hav i n g l e f t the c o l l e c t i o n 

p o s t at m i d n i g h t . The m i l k i s r e c e i v e d at the p o s t both in the morn-

i n g and a f t e r n o o n ; i t i s c oo l ed and s t o r e d i n an i n s u l a t e d tank un-

t i l the tank t r u c k a r r i v e s . The a p p r o x i m a t e l y 7 ,000 l i t e r s per day 

wh ich C ILPE i s now p u r c h a s i n g from a m i l k p r o d u c t s f a c t o r y i n A l a goa s 

a l s o a r r i v e s i n a bu l k tank t r u c k between 7 and 9 :00 a.m. The m i l k 

from these two bu l k d e l i v e r i e s , about 21 ,000 l i t e r s i n a l l , i s imme-

d i a t e l y un loaded and p a s t e u r i z e d d u r i n g the mo rn i n g . The r e s u l t i n g 

b o t t l e d m i l k i s then p l a ced i n t r u c k s f o r a f t e r n o o n d e l i v e r y . The 

ba l ance o f C I L P E ' s d a i l y m i l k s u p p l y a r r i v e s i n the a f t e r n o o n on f l a t 

bed t r u c k s c a r r y i n g a maximum o f 100 5 5 - l i t e r c an s . The m i l k i s 

c oo l ed to 3°C at the c o l l e c t i o n p o s t be fo re be ing p l a c e d in cans and 

loaded on t a r p a u l i n - c o v e r e d t r u c k s . N e v e r t h e l e s s , a f t e r 2 - 4 hour s 

under the t r o p i c a l sun i n an open t r u c k , the temperature o f the m i l k 

ranges from 20° to 30°C on a r r i v a l i n R e c i f e . The canned m i l k i s un-

l o a d e d , p a s t e u r i z e d and b o t t l e d as soon as i t a r r i v e s . I t i s then 

p l a ced i n the 2 4 , 0 0 0 - l i t e r r e f r i g e r a t e d s t o r a g e area u n t i l m i d n i g h t , 

when l o a d i n g b e g i n s f o r morn ing d e l i v e r i e s . 

Thu s , by c a r e f u l s c h e d u l i n g of raw m i l k r e c e i p t and b o t t l e d 

m i l k d e l i v e r y , the company i s ab le to ge t by w i th the p r e s e n t s t o r -

age c a p a c i t y f o r b o t t l e d m i l k . But as d a i l y s a l e s go o ve r the 

5 0 , 0 0 0 - l i t e r mark, the company w i l l be h a r d - p r e s s e d to s o l v e the 

s t o r a g e problem w i t h o u t g r e a t e r f i x e d s t o r a g e c a p a c i t y o f i n s u l a t e d 

d e l i v e r y t r u c k s . The l a t t e r a l t e r n a t i v e seems more f e a s i b l e , s i n c e 

i n s u l a t e d d e l i v e r y t r u c k s are needed to improve the d i s t r i b u t i o n 

s y s tem anyway. 

The C ILPE p l a n t i s b a s i c a l l y i n t ended as a m i l k p a s t e u r i z i n g 

f a c i l i t y . Hence, the c a p a c i t y f o r m a n u f a c t u r i n g o t h e r d a i r y p r o d -

uct s i s l i m i t e d . F a c i l i t i e s e x i s t f o r m a n u f a c t u r i n g 600 k i l o s o f 

b u t t e r per day from the e x ce s s cream a f t e r s t a n d a r d i z a t i o n o f p a s -

t e u r i z e d m i l k at 3% b u t t e r f a t . M i l k r e c e i p t s o f 4 5 - 5 5 , 0 0 0 l i t e r s 



have r e c e n t l y been y i e l d i n g s u f f i c i e n t exce s s b u t t e r f a t to produce 

about 200 k i l o s o f b u t t e r per day. There would appear to be s u f f i -

c i e n t c a p a c i t y to handle the exce s s b u t t e r f a t from as much as 

150,000 l i t e r s o f raw mi l k per day. 

The o t he r p r oduc t s produced by C ILPE are cheese and y o g u r t . 

In both cases p r o d u c t i o n c a p a c i t y i s q u i t e low. The p r e s e n t l e v e l 

o f a c i d m i l k r e c e i p t s o f 1 , 0 0 0 - 3 , 0 0 0 l i t e r s per day i s a l r e a d y 

p r e s s i n g upon the maximum c a p a c i t y of the p l a n t to tu rn i t i n t o 

s a l a b l e p r o d u c t s . 

The D i s t r i b u t i o n System 

As ment ioned e a r l i e r , the re are two d e l i v e r y t imes f o r C ILPE 

m i l k . About 1/2 of the p r e s e n t p r o d u c t i o n i s l oaded on cove red 

but n o n - i n s u l a t e d t r u c k s f o r d e l i v e r y i n the e a r l y morn ing h o u r s . 

The ba lance i s l oaded on s i m i l a r t ypes o f t r u c k s at midday f o r 

a f t e r noon d e l i v e r y . 

The C ILPE d i s t r i b u t i o n sy s tem c o n s i s t s o f 377 s a l e s p o s t s 

s c a t t e r e d t h r o u g h o u t the m e t r o p o l i t a n a rea . D a i l y s a l e s i n these 

p o s t s range from a maximum of 1 ,000 l i t e r s to as l i t t l e as 20 l i t e r s 

i n the s m a l l e r p o s t s . The m a j o r i t y o f these d i s t r i b u t o r s s e l l from 

50 to 120 l i t e r s per day. C ILPE e s t a b l i s h e s the r e t a i l p r i c e f o r 

a l l i t s d i s t r i b u t o r s (40 cen tavos per l i t e r i n December o f 1967) 

and pays them a h a n d l i n g marg in o f 1 . 8 centavos per l i t e r . In most 

ca ses the s a l e s p o s t s are r e s t a u r a n t s , b a r s , or p o u l t r y and meat 

s p e c i a l t y s t o r e s . Very few of t he se m i l k d i s t r i b u t o r s are r e t a i l 

g r o c e r y s t o r e s . C ILPE r e q u i r e s t ha t t he se p o s t s have r e f r i g e r a t e d 

s t o r a g e s pa ce , though i n many ca se s i t i s not used f o r m i l k . Rea-

sons c i t e d f o r t h i s p r a c t i c e are t h a t most o f the m i l k i s s o l d w i t h -

i n an hour a f t e r i t s a r r i v a l and t h a t the owners r e s e r v e l i m i t e d 

r e f r i g e r a t o r space f o r h i g h e r marg in s o f t d r i n k s . Due to t h i s p r a c -

t i c e and the absence o f r e f r i g e r a t e d or even i n s u l a t e d d e l i v e r y 

equ ipment , the m i l k may have been exposed to h i gh e x t e r n a l tempera-

t u r e s f o r as l ong as 12-14 hour s by the time the consumer ge t s i t . 

T h i s , i n a d d i t i o n to the long hours t h a t the p roduc t may have spent 

at h i gh temperatu res d u r i n g the c o l l e c t i o n p r o c e s s , i s the rea son 

why consumers have found C ILPE m i l k s p o i l e d o f t en enough to form 

the o p i n i o n t h a t i t i s not good f o r the i n d i v i d u a l . 

At the p r e s e n t t ime , C ILPE i s u s i n g ten d e l i v e r y t r u c k s to 

s e r v i c e the needs o f 377 d i s t r i b u t i o n p o s t s . These d e l i v e r y t r u c k s 

are p r i v a t e l y owned. The owners r e c e i v e 1.3 cen tavos per l i t e r f o r 

the d e l i v e r y s e r v i c e . Each t r u ck u s u a l l y c a r r i e s two men i n a d d i -

t i o n to the d r i v e r ; these men un load and c a r r y the m i l k i n t o the 



d i s t r i b u t i o n p o s t s by hand, and are p a i d by the owner of the t r u c k . 

Each of the ten t r u c k s has a r ou te s p e c i f i e d by C I L P E . The t o t a l 

m i l k d e l i v e r e d per r ou te r anges from 3,000 to 5 ,000 l i t e r s per day. 

The l e n g t h o f t ime r e q u i r e d to cove r the route ranges from f o u r to 

ten h o u r s , w i t h an average o f e i g h t . C ILPE i s now p l a n n i n g to r e -

v i s e d e l i v e r y r ou te s and add f i v e more t r u c k s i n o r de r to cut down 

on the l e n g t h o f time r e q u i r e d f o r d e l i v e r y . Such a r e v i s i o n i s 

e s s e n t i a l , e s p e c i a l l y i n view of the f a c t t ha t company s a l e s were 

at an a l l - t i m e h i g h i n J u l y , Augu s t and September o f 1967 , and were 

s t i l l c l i m b i n g s t e a d i l y . The s h o r t e r d e l i v e r y time s h o u l d have a 

f a v o r a b l e impact on the q u a l i t y o f the m i l k a r r i v i n g at the d i s t r i -

b u t i o n p o s t . 

Consumer Demand and Compe t i t i v e Forces i n the R e c i f e M i l k Market 

Tab le 9 .60 shows the r e s u l t s of a s e r i e s o f q u e s t i o n s r e g a r d -

i n g m i l k which were i n c l u d e d i n the consumer s u r v e y a n a l y z e d i n 

Chapter 3. I t i n d i c a t e s t h a t about 75% o f the f a m i l i e s i n R e c i f e 

d r i n k m i l k . ^ When those who <do not d r i n k m i l k were asked why, 

the m a j o r i t y ( 58 . 6% ) responded t h a t m i l k i s too e x p e n s i v e . The se , 

no doub t , are low- income f a m i l i e s who cannot a f f o r d m i l k at p r e s e n t 

p r i c e s . Of those who d£ d r i n k m i l k , 37.7% responded t h a t on l y 

c h i l d r e n or bab ie s consume the p r o d u c t . Table 9 .60 i n d i c a t e s t h a t , 

o f the consumers who d r i n k m i l k , 11.2% buy u n p a s t e u r i z e d m i l k , 28.8% 

buy C I LPE p a s t e u r i z e d m i l k , and 58.8% buy powdered m i l k . A second 

r e spon se from some consumers i n d i c a t e d t h a t a lmos t 10% use both 

powdered m i l k and some type o f f r e s h m i l k . 

I t was noted e a r l i e r t h a t i n former y e a r s one o f C I L P E ' s major 

problems has been the s e a s o n a l f l u c t u a t i o n i n i t s m i l k s u p p l y . T h i s 

s c a r c i t y o f m i l k d u r i n g the months o f J u l y to November has o f t e n r e -

s u l t e d i n C I L P E ' s d i s t r i b u t i o n p o s t s not be i n g ab le to f i l l consumer 

demand. When those f a m i l i e s who do not d r i n k C ILPE m i l k were asked 

to g i v e r ea son s why, a lmos t 25% s a i d i t i s because the p r oduc t i s 

not r e g u l a r l y a v a i l a b l e . A p p a r e n t l y many Rec i f e consumers have 

found t h e i r ne i ghbo rhood p o s t s ou t of m i l k o f t e n enough to dec ide 

t h a t the u t i l i t y o f the p roduc t does not outwe igh the i n c o n v e n i e n c e 

c r ea t ed by the u n c e r t a i n t y of i t s a v a i l a b i l i t y on any g i v e n day. 

The pe r cen tage o f f a m i l i e s u s i n g m i l k i n R e c i f e i s p r o b -
ab l y s l i g h t l y h i g h e r than 75%, s i n c e t he re i s a good p o s s i b i l i t y 
t h a t f a m i l i e s who buy m i l k f o r c ook i n g but do not d r i n k i t gave 
a n e g a t i v e r e p l y to the q u e s t i o n , which was worded "Does y o u r 
f a m i l y d r i n k m i l k ? " . 



Does y o u r f a m i l y d r i n k m i l k ? 

Yes 7 5 . ' 
No 2 4 . i 

Of t h o s e who do not d r i n k m i l k , r e a s o n s g i v e n why n o t : 

Not h e a l t h y 4 . 6% 
Too e x p e n s i v e 58. 6% 
T a s t e no t good 18. 4% 
Not a v a i l a b l e r e g u l a r l y 4. 6% 
Cannot buy l e s s t han 1 l i t e r 4. 6% 
O the r 9 . 2% 
T o t a l 100 . 0% 

Of t h o s e who (to d r i n k m i l k : 

What type o f m i l k does y o u r f a m i l y d r i n k ? 

F i r s t r e s p o n s e Second r e s p o n s e 

U n p a s t e u r i z e d 11 . 2% 
C I LPE 2 8 . 8% 
Powdered 58 . 8% 
O t h e r 1 .9% 
No s e cond r e s p o n s e 

T o t a l 1 00 . 0% 

Of t h o s e who d_o no t d r i n k C I L P E m i l k : 

Why no t d r i n k C I L P E m i l k ? 

4% 
4% 

9 7% 
A 0/ 

89 
/o 

1 % 
100 0% 

Not h e a l t h y 15. ,4% 
S p o i l s e a s i l y 6. .0% 
More e x p e n s i v e 
D o e s n ' t t a s t e good 

7. ,7% More e x p e n s i v e 
D o e s n ' t t a s t e good 16. .0% 
Not a v a i l a b l e r e g u l a r l y 24. .7% 
S a l e s p o s t too f a r away 6, .6% 
Not a v a i l a b l e when can a f f o r d 1 . ,6% 
Canno t buy l e s s than 1 l i t e r 4. .4% 
O t h e r 17. .6% 

Of t h o s e who do_ d r i n k C I L P E m i l k : 

Would you buy C I L P E m i l k a t s u p e r m a r k e t s and mercadinhos i f i t 
were a v a i l a b l e ? 

No 3 0 . 0 % 
Yes 6 3 . 8 % 
Don 1 1 know 6 . 2% 
T o t a l 1 0 0 . 0 % 

a F i g u r e s i n t a b l e r e p r e s e n t e s t i m a t e d p e r c e n t o f f a m i l i e s 
w i t h a g i v e n c h a r a c t e r i s t i c i n the c i t y o f R e c i f e . 

SOURCE: SUDENE/MSU Consumer S u r v e y o f 354 h o u s e h o l d s i n 
R e c i f e ( 1 9 6 7 ) . 

R e c i f e con sumer s a l s o appea r to h o l d the o p i n i o n t h a t C I LPE 

p a s t e u r i z e d m i l k i s e i t h e r no t h e a l t h f u l o r s p o i l s e a s i l y . Those 

two r e a s o n s f o r no t b u y i n g C I L P E m i l k were g i v e n by 21% o f the 



consumers i n the s u r v e y . T h i s no doubt i s p a r t i a l l y due to the 

f a c t t h a t these con sumer s , on o c c a s i o n , have had the e x p e r i e n c e 

o f p u r c h a s i n g C I LPE m i l k t h a t was a l r e a d y a c i d o r became a c i d 

s h o r t l y a f t e r the pu rchase was made. The consumer needs on l y to 

have a few such e x p e r i e n c e s to conc lude t h a t the p r oduc t i s con -

t am ina ted . 

These data s u g g e s t t h a t t he re i s a l a r g e p o t e n t i a l market 

f o r h i gh q u a l i t y p a s t e u r i z e d m i l k i n R e c i f e i f i t can be s u p p l i e d 

at a r e a s o n a b l e p r i c e . C ILPE m i l k now reaches o n l y about 22% o f 

the f a m i l i e s i n R e c i f e . T h i s i s p r o b a b l y l e s s than 1/2 o f the 

company ' s p o t e n t i a l ma rke t , s i n c e the consumer s u r v e y showed t h a t 

45% o f the f a m i l i e s i n R e c i f e have r e f r i g e r a t o r s . On the o t h e r 

hand, tw ice as many (44%) o f the f a m i l i e s i n the c i t y are consum-

ing powdered m i l k at a f l u i d e q u i v a l e n t p r i c e o f about 16 cen tavos 

more per l i t e r and 25% are not consuming m i l k at a l l . In o r d e r 

f o r C I LPE to tap t h i s p o t e n t i a l ma rke t , two problems must be s o l v e d 

s i m u l t a n e o u s l y : (1 ) the company must make whatever i n v e s t m e n t s o r 

changes are n e c e s s a r y to a s s u r e t h a t s u f f i c i e n t s u p p l i e s o f h i g h 

q u a l i t y m i l k are a v a i l a b l e at a l l t imes on the r e f r i g e r a t e d s h e l v e s 

o f a wide range o f d i s t r i b u t o r s and (2 ) the company must c onv i n ce 

R e c i f e consumers t ha t i t s p a s t e u r i z e d m i l k i s h e a l t h f u l , n u t r i t i o u s , 

economica l and c o n v e n i e n t l y a v a i l a b l e . 

The C ILPE management i s a l r e a d y aware o f the need to change 

consumer o p i n i o n s r e g a r d i n g i t s m i l k . A broad p romot i ona l campaign 

l aunched i n June o f 1967 has been a t l e a s t p a r t i a l l y r e s p o n s i b l e 

f o r the i n c r e a s e i n s a l e s i n J u l y , Augu s t and September. The p r o -

gram has i n c l u d e d a v a r i e t y o f p romot i ona l t e c h n i q u e s . Smal l s i g n s 

have been pu r cha sed and p l a ced at each d i s t r i b u t i o n p o s t to i n f o rm 

the p u b l i c t h a t C ILPE m i l k i s s o l d by the e s t a b l i s h m e n t . The com-

pany has r e t a i n e d an a d v e r t i s i n g agency to c o o r d i n a t e a program of 

r a d i o and t e l e v i s i o n a d v e r t i s e m e n t s . The program has i n c l u d e d spo t 

announcements at v a r i o u s t imes d u r i n g the day on a l o c a l r a d i o s t a -

t i o n and a s h o r t a d v e r t i s e m e n t on a t e l e v i s i o n channel each e v e n i n g . 

F i n a l l y , the company has i n a u g u r a t e d a p romot i ona l campaign among 

i t s d i s t r i b u t o r s whereby each one i s g i v e n a quota based on s a l e s 

d u r i n g a s p e c i f i c t en -day p e r i o d . When the d i s t r i b u t o r ' s s a l e s e x -

ceed the e s t a b l i s h e d d a i l y q u o t a , he i s p a i d NCr$0 .23 per l i t e r on 

a l l the e xce s s r a t h e r than the r e g u l a r NCr$0 .18 m a r g i n . 

These p romot i ona l e f f o r t s are d e f i n i t e l y a s t ep i n the r i g h t 

d i r e c t i o n . They s h o u l d , however , be more s p e c i f i c a l l y d i r e c t e d 

toward a l t e r i n g the p r o d u c t ' s image o f u n r e l i a b l e s u p p l y and low 

p roduc t q u a l i t y . I f such improved p romot i ona l a c t i v i t i e s are c o o r -



d i n a t e d w i th needed improvements i n the raw m i l k c o l l e c t i o n and 

p a s t e u r i z e d m i l k d i s t r i b u t i o n , the company can beg in to f i l l a 

rea l need f o r w i de sp read d i s t r i b u t i o n o f f r e s h m i l k i n t h i s c i t y 

o f over one m i l l i o n people which has no o t h e r s ou r ce o f s u p p l y 

f o r p a s t e u r i z e d f r e s h m i l k . 

Compe t i t i on from Powdered M i l k 

In the p r e ced i n g s e c t i o n i t was noted t h a t 44% o f a l l the 

f a m i l i e s i n R e c i f e d r i n k powdered m i l k , w h i l e an a d d i t i o n a l 7% 

d r i n k both powdered and f r e s h m i l k . I t i s t h e r e f o r e e s t i m a t e d 

t h a t we l l o ve r 50% o f the f a m i l i e s i n Rec i f e are now buy ing pow-

dered mi lk r e g u l a r l y . In c o m p a r i s o n , on l y about 22% now pu rcha se 

C ILPE m i l k r e g u l a r l y . 

Data from the consumer s u r v e y , a l ong w i t h i n f o r m a t i o n from 

C ILPE and powdered m i l k d i s t r i b u t i n g f i r m s , were used to e s t ima te 

the p r e s e n t t o t a l weekly consumpt ion o f f r e s h m i l k and f l u i d e q u i -

v a l e n t o f powdered mi l k i n R e c i f e . The week ly t o t a l i s a p p r o x i -

mate ly 920 ,000 l i t e r s . Of t ha t t o t a l , i t i s e s t i m a t e d t ha t 44 ,000 

l i t e r s are u n p a s t e u r i z e d m i l k , 280 ,000 l i t e r s are p a s t e u r i z e d 

m i l k , and 596 ,000 l i t e r s are powdered m i l k . At an average p r i c e 

o f NCr$0.56 of r e c o n s t i t u t e d powdered m i l k per l i t e r , R e c i f e con -

sumers i n l a t e 1967 were s pend i n g NCr$333 ,760 per week f o r powdered 

m i l k . At the time of t h i s s t u d y , C ILPE p a s t e u r i z e d m i l k cou l d be 

pu r cha sed at NCr$0.40 per l i t e r , or NCr$0.16 l e s s than powdered 

m i l k . Hence, consumers c ou l d have saved NCr$95,360 per week by 

s h i f t i n g from powdered to p a s t e u r i z e d m i l k i f i t were a v a i l a b l e at 

the NCr$0.40 per l i t e r p r i c e . 

S i n c e most o f the powdered m i l k s o l d i n R e c i f e i s now i m p o r t -

ed from the S o u t h , the complete s u b s t i t u t i o n o f f r e s h p a s t e u r i z e d 

m i l k f o r powdered m i l k wou ld , i n a d d i t i o n , p r o v i d e a powerfu l s t i m -

u l u s to the a g r i c u l t u r a l economy of Pernambuco and n e i g h b o r i n g 

s t a t e s . The r e s u l t s o f the d a i r y f a rmer s u r v e y i n d i c a t e t ha t m i l k 

p r oduce r s w i l l expand output when a s t a b l e market o u t l e t i s p r o v i d e d 

at f a i r p r i c e s . The s u r v e y a l s o gave a s t r o n g i n d i c a t i o n t h a t P e r -

nambuco d a i r y fa rmers are l i k e l y to expand ou tpu t t h rough p r o d u c t i -

v i t y improvements as we l l as herd e xpan s i on i f s t a b l e ma rke t i n g con -

di t i o n s p r e v a i 1 . 

The above d i s c u s s i o n s u g g e s t s a ga i n t ha t the p o t e n t i a l f o r 

p a s t e u r i z e d mi lk s a l e s i s i ndeed g r e a t i n R e c i f e . I t a l s o s u g g e s t s 

t h a t the p o s s i b l e development impact o f f r e s h mi lk s u b s t i t u t i o n f o r 

powdered m i l k i s s i g n i f i c a n t . Yet i t s h o u l d be r e c o g n i z e d t h a t , i n 

s p i t e of the f a c t t ha t C ILPE p r i c e s are l e s s than the average p r i c e 



f o r powdered m i l k , c e r t a i n d i f f e r e n c e s i n p r o d u c t c h a r a c t e r i s t i c s 

and a v a i l a b i l i t y t end to j u s t i f y the p r i c e d i f f e r e n t i a l i n the 

minds o f c o n s u m e r s . I n g e n e r a l , powdered m i l k has g r e a t e r p u r i t y 

and s t o r a g e f l e x i b i l i t y and i s s o l d a t e v e r y r e t a i l f o od s t o r e as 

w e l l as a t many b a r s , r e s t a u r a n t s , p u b l i c marke t s t a l l s , and 

f e i r a s t a n d s . T h i s w e l 1 - d e v e 1 oped d i s t r i b u t i o n s y s t e m , c o u p l e d 

w i t h e f f e c t i v e a d v e r t i s i n g and m e r c h a n d i s i n g by powdered m i l k d i s -

t r i b u t o r s , p r o v i d e s f o r m i d a b l e c o m p e t i t i o n f o r C I L P E ' s p a s t e u r i z e d 

m i l k . 

Summary 

I t i s c l e a r t h a t a s t r o n g p o t e n t i a l demand e x i s t s i n R e c i f e 

f o r f r e s h m i l k . Powdered m i l k f rom s o u t h e r n B r a z i l now makes up 

o v e r 1/2 o f the c i t y ' s s u p p l y o f f l u i d m i l k . However , R e c i f e c o n -

sumers have l i t t l e c o n f i d e n c e i n the q u a l i t y o f C I L P E ' s p a s t e u r i z e d 

m i l k and d e p l o r e the u n c e r t a i n t y a t wh i ch i t has been a v a i l a b l e i n 

the p a s t . T h i s s t u d y has shown t h a t both o f t h e s e consumer com-

p l a i n t s have good f o u n d a t i o n . 

I n most c a s e s , the m i l k p u r c h a s e d by C I L P E i s p r o d u c e d unde r 

u n s a n i t a r y c o n d i t i o n s . T h i s p rob lem i s compounded by the f a c t t h a t 

the m i l k i s no t i n i t i a l l y r e f r i g e r a t e d f o r s e v e r a l h o u r s and even 

a f t e r r e f r i g e r a t i o n a t the c o l l e c t i o n p o s t m u s t , i n most c a s e s , be 

t r a n s p o r t e d to the p a s t e u r i z i n g p l a n t and d i s t r i b u t e d w i t h o u t r e -

f r i g e r a t i o n . I n a d d i t i o n , the C I L P E m i l k s u p p l y has h i s t o r i c a l l y 

v a r i e d s i g n i f i c a n t l y d u r i n g the y e a r . 

C I L P E ' s b a s i c p r o c u r e m e n t p o l i c y has been to e n c o o r a g e o n l y 

p r o d u c t i o n o f t h a t amount o f m i l k wh ich can be s o l d i n f l u i d f o rm. 

The company has a t t empted to a v o i d h a v i n g s u r p l u s m i l k , s i n c e t h e i r 

m i l k p r o d u c t s m a n u f a c t u r i n g c a p a c i t y i s q u i t e l i m i t e d . T h u s , t h r o u g h 

a c e r t a i n number o f r e g u l a r s u p p l i e r s , the company may have been ab l e 

to s u p p l y the c i t y ' s a p p a r e n t needs f o r p a s t e u r i z e d m i l k w e l l d u r i n g 

the s e a s o n o f g r e a t e s t p r o d u c t i o n , but when a v e r a g e p r o d u c t i o n went 

down among t h o s e f a r m e r s , C I L P E has no a l t e r n a t i v e s o u r c e o f s u p p l y 

and was f o r c e d to r a t i o n the s m a l l e r amount o f m i l k among i t s d i s -

t r i b u t i o n o u t l e t s . T h i s i n t u r n c r e a t e d m i l k s h o r t a g e s a t some p o s t s 

f rom t ime to t ime and p r o d u c e d the p r e v a l e n t consumer image t h a t 

C I L P E ' s s u p p l y o f p a s t e u r i z e d m i l k i s u n r e l i a b l e . 

The company has made some p r o g r e s s t oward i m p r o v i n g p r o d u c t 

a v a i l a b i l i t y and d i s t r i b u t i o n , bu t much r ema i n s to be done i n t h a t 

a r ea as w e l l as i n the a r e a o f s a n i t a t i o n and r e f r i g e r a t i o n i m p r o v e -

ments on fa rms and i n the d i s t r i b u t i o n s y s t e m . N e v e r t h e l e s s , the 



b e n e f i t s i n the form o f consumer s a v i n g s , improved n u t r i t i o n and 

a g r i c u l t u r a l development would seem to e a s i l y o f f s e t the c o s t s o f 

making those improvements i n the s t a t e - owned Companhia I n d u s t r i a l -

i z a 9 à o do Le i te de Fernambuco. 



CHAPTER 10 

THE RURAL MARKETING S Y S T E M -

CONCLUSIONS AND RECOMMENDATIONS 

Genera l C o n c l u s i o n s 

About t w o - t h i r d s o f the p o p u l a t i o n o f N o r t h e a s t B r a z i l l i v e 

on farms or i n v i l l a g e s of l e s s than 2 ,000 p e o p l e . Yet a g r i c u l -

t u re accoun t s f o r o n l y 46% o f the r e g i o n ' s income. Du r i ng the 

decade from 1952 to 1962 t he re was an average y e a r l y growth i n 

r ea l farm p r o d u c t i o n o f 6% i n the N o r t h e a s t . N e a r l y a l l o f t h a t 

i n c r e a s e can be accounted f o r by an i n c r e a s e i n c u l t i v a t e d a c r e a g e . 

There i s ve ry l i t t l e e v i dence to i n d i c a t e any a p p r e c i a b l e imp rove -

ment i n crop y i e l d s d u r i n g r e cen t y e a r s . Farmers i n the r e g i o n 

c o n t i n u e to use t r a d i t i o n a l methods and t e c h n o l o g i e s . The c o n t i n -

ued growth i n a g g r e g a t e demand f o r a g r i c u l t u r a l p r o d u c t s i s met 

p r i m a r i l y by c u l t i v a t i n g more l a nd and i n some ca se s by impo r t s 

from the S o u t h . 

A g r i c u l t u r a l t e c h n o l o g i e s are a v a i l a b l e o r c o u l d l i k e l y be 

deve loped which c o u l d s i g n i f i c a n t l y i n c r e a s e y i e l d s i f u t i l i z e d by 

N o r t h e a s t e r n f a r m e r s . T h i s c o u l d produce a s h i f t i n the a g g r e g a t e 

s u p p l y cu rve which wou ld mean l a r g e r p r o d u c t s u p p l i e s at the same 

o r even lower p r i c e s . Th i s c ou l d lower food c o s t s to consumers 

and improve farm incomes . However, to date the re has been no dy -

namic i n t e r a c t i o n between r u r a l and urban a reas which c ou l d s e t 

i n mot ion a growth p r o c e s s and p r o v i d e i n c e n t i v e s f o r a d o p t i n g new 

t e c h n o l o g i e s . The problem o f a g r i c u l t u r a l deve lopment i n the 

N o r t h e a s t i s to f i n d a way to s t i m u l a t e such an i n t e r a c t i o n growth 

p r o c e s s which c o u l d p r o v i d e i n c e n t i v e s l e a d i n g to a t e c h n o l o g i c a l 

r e v o l u t i o n among the r e g i o n ' s f a r m e r s . 

The ma r ke t i n g s y s tem s e r v e s as an i m p o r t a n t l i n k between 

r u r a l and urban a rea s and can s e r v e as a s t i m u l a n t to a t e c h n i c a l 

r e v o l u t i o n . The p r e s e n t s e c t i o n summar izes some of the c o n c l u -

s i o n s r e g a r d i n g the r u r a l ma r ke t i n g s y s tem and s u g g e s t s programs 

which can beg i n to e f f e c t i v e l y l i n k r u r a l and urban a reas and 

r a i s e a g r i c u l t u r a l p r o d u c t i v i t y . The commodit ies s t u d i e d i n c l u d e 

r i c e , b e a n s , man i oc , c o t t on and m i l k i n seven d i f f e r e n t s u p p l y 

a rea s f o r the R e c i f e f ood shed . 

The ave rage g r o s s income per farm f o r p r oduce r s ranged from 

a h i g h o f N C r $ l l , 5 9 3 f o r m i l k p r oduce r s to a low o f about N C r $ l , 5 0 0 



f o r c o t t on and manioc f a r m e r s . I n some i n s t a n c e s , t o t a l s a l e s per 

farm i n c l u d e d p r o d u c t s s o l d f o r s h a r e c r o p p e r s . The s u r v e y sample 

f o c u s e d p r i m a r i l y on landowners who p a r t i c i p a t e d i n the market 

economy. I t was found t ha t 20% of the Sao F r a n c i s c o r i c e f a rmer s 

and 29% of the co t t on f a rmer s had s h a r e c r o p p e r s . Cot ton fa rmer s 

who had s h a r e c r o p p e r s had an average o f 3 .7 per f a rm, wh i l e Sao 

F r a n c i s c o f a rmer s had an average o f 1 3 . 3 . The most common s h a r e -

c r o p p i n g a r rangement i s f o r the landowner to r e c e i v e 50% o f the 

p r o d u c t i o n . There was r e l a t i v e l y l i t t l e s h a r e c r o p p i n g among bean, 

manioc and d a i r y f a r m e r s . 

I n the r u r a l a reas s t u d i e d , e d u c a t i o n and l i t e r a c y l e v e l s 

are low, mass media expo su re i s l i m i t e d , and, as a r e s u l t , a t t i -

tudes remain r e l a t i v e l y t r a d i t i o n a l . From 37 to 56% of f a rmer s 

i n the d i f f e r e n t commodity a reas i n d i c a t e d an a b i l i t y to read and 

unde r s t and a s imp le s e n t e n c e , wh i l e the pe r cen tage o f l i t e r a t e 

a s s emb l e r s ranged from 49 to 85%. As a r e s u l t o f the low l i t e r a c y 

l e v e l , low i n comes , and poor communicat ion l i n k a g e s w i th urban 

a r e a s , fa rmers have l i t t l e exposu re to the p r i n t e d media. Even 

a s s e m b l e r s , w i th a h i g h e r l i t e r a c y r a t e , do not o f t e n read maga-

z i n e s and newspape r s . On the o t h e r hand, most f a rmer s and assem-

b l e r s do l i s t e n to the r a d i o and some watch t e l e v i s i o n o c c a s i o n a l -

l y . In g e n e r a l , r a d i o appears to be the most p r o m i s i n g form o f 

mass media f o r r e a c h i n g both fa rmers and a s s emb l e r s w i th m a r k e t i n g , 

management and t e c h n i c a l i n f o r m a t i o n . 

Data on i l l n e s s among fa rmer s i n the s u r v e y s u g g e s t t h a t farm 

p r o d u c t i v i t y may be l i m i t e d by s i c k n e s s , e s p e c i a l l y among r i c e fa rm-

e r s , where ove r a t h i r d o f the fa rmer s m i s sed 20 days o r more o f 

work i n 1966 due to i l l n e s s . Among a l l f a r m e r s , 26% m i s s ed over 20 

days o f work i n 1966. However, w h i l e s i c k n e s s c ou l d be an impor -

t a n t l i m i t a t i o n on p r o d u c t i v i t y , i t i s not b e l i e v e d tha t i l l n e s s 

would p reven t most f a rmer s from r e s p o n d i n g to a p p r o p r i a t e market 

i n c e n t i v e s w i t h g r e a t e r o u t p u t . An e f f e c t i v e way to combat the 

h e a l t h prob lem i s t h r ough programs which he lp fa rmer s o b t a i n h i g h e r 

incomes which w i l l pe rm i t b e t t e r d i e t s and improved h e a l t h c a r e . 

Most f a rmer s i n the s u r v e y o b t a i n e d the m a j o r i t y of t h e i r 

g r o s s income from the s a l e of one p r o d u c t . R ice fa rmer s i n the 

Sao F r a n c i s c o area o b t a i n e d 86% of t h e i r g r o s s income from r i c e 

s a l e s , and bean fa rmers earned 57% o f g r o s s s a l e s from bean p r oduc -

t i o n . For c o t t on and manioc p r o d u c e r s , the pe rcen tage o f income 

earned by s a l e o f one p r o d u c t f e l l between these two e x t r emes , 

w h i l e d a i r y f a rmer s earned v i r t u a l l y a l l o f t h e i r incomes from 



mi l k and c a t t l e s a l e s . The most impo r t an t s econda r y farm e n t e r -

p r i s e f o r a l l f a rmer s was l i v e s t o c k p r o d u c t i o n . 

Average p l a n t i n g s to the major crop e n t e r p r i s e ranged from 

about 4 h e c t a r e s f o r manioc fa rmer s to 10 h e c t a r e s f o r beans and 

11-20 h e c t a r e s f o r r i c e g r o w e r s . I t i s e s t i m a t e d t h a t co t t on 

p r o d u c e r s had an average o f 10 -15 h e c t a r e s o f t r ee co t t on per 

farm. For a l l p r o d u c t s , y i e l d s were s i g n i f i c a n t l y lower than i n 

s o u t h e r n B r a z i l or i n deve loped c o u n t r i e s . Mo reove r , p r oduce r s 

appear to have l i t t l e knowledge of methods f o r i n c r e a s i n g y i e l d s . 

Of a l l f a r m e r s , ove r 40% cou l d not r e spond when a sked i f they 

knew how to i n c r e a s e y i e l d s i n t h e i r major e n t e r p r i s e s . Those 

who d i d re spond gave a wide v a r i e t y o f an swe r s . 

Based on the gene ra l r e s u l t s of t h i s s t udy and a rev iew o f 

a g r i c u l t u r a l development l i t e r a t u r e , i t has become c l e a r t ha t 

r u r a l development i n the N o r t h e a s t depends upon a t e c h n o l o g i c a l 

r e v o l u t i o n among f a r m e r s . Much o f the b a s i c t e c h n o l o g y r e q u i r e d 

f o r such a r e v o l u t i o n i s a l r e a d y a v a i l a b l e or c ou l d be adapted 

f o r use i n the N o r t h e a s t . Research i s needed to f u r t h e r deve lop 

and t e s t these t e c h n o l o g i e s . D e m o n s t r a t i o n s and e d u c a t i o n a l p r o -

grams w i l l a l s o be needed to ex tend i n f o r m a t i o n to f a r m e r s . Due 

to the l a r g e number o f i n t e r d e p e n d e n t and complementary v a r i a b l e s 

which must be c o n s i d e r e d , the t a s k o f a c c o m p l i s h i n g such a d e s i r e d 

t e c h n o l o g i c a l r e v o l u t i o n i s c o m p l i c a t e d and e x p e n s i v e . However, 

the re are d i f f e r e n t c l a s s e s o f problems which must be overcome i f 

the job i s to be done. None of these i s be ing comp le te l y i g n o r e d 

at the p r e s e n t t ime i n the N o r t h e a s t , but much more emphas i s needs 

to be p l a c e d i n i n d i v i d u a l a rea s and, more i m p o r t a n t l y , g r e a t e r 

u n d e r s t a n d i n g o f the i n t e r r e l a t i o n s h i p s among these c l a s s e s o f 

prob lems i s r e q u i r e d be fo re mean ing fu l r u r a l development programs 

can be d e s i g n e d . 

Four c l a s s e s o f problems a r e : 

1. low knowledge l e v e l s among r u r a l people and h i g h l y 
t r a d i t i o n a l a t t i t u d e s and a c t i o n s g row ing out o f 
i l l i t e r a c y and poor e d u c a t i o n ; 

2. l i m i t e d a g r i c u l t u r a l r e s e a r c h wh ich cou l d he lp p r o -
v i d e gu i dance f o r d e c i s i o n - m a k i n g - - t h i s i n c l u d e s 
r e s e a r c h both i n the p h y s i c a l and s o c i a l o r economic 
s c i e n c e s ; 

3. i nadequa te o r c o s t l y d i s t r i b u t i o n sy s tems f o r the 
k i n d s o f farm i n p u t s n e c e s s a r y to s u p p o r t the d e s i r e d 
t e c h n o l o g i c a l r e v o l u t i o n , such as improved s e e d s , 
f e r t i l i z e r and i n s e c t i c i d e s ; and 



4. u n s t a b l e and p o o r l y c o o r d i n a t e d ma rke t i n g channe l s 
t h rough which a g r i c u l t u r a l p r oduc t s are a s sembled 
and d i s t r i b u t e d to consumers . 

The next th ree s e c t i o n s of t h i s chap te r p r e s e n t the c o n c l u -

s i o n s o f the p r e s e n t s t u d y w i th r e s p e c t to these f o u r c l a s s e s o f 

prob lems and c o n s i d e r the s p e c i a l case o f m i l k m a r k e t i n g . The 

d i s c u s s i o n w i l l f o cu s f i r s t on c o n c l u s i o n s and recommendat ions 

r e l a t e d to p roduc t m a r k e t i n g but w i l l c o n s i d e r , where r e l e v a n t , 

the f i r s t two s e t s o f prob lems ment ioned above. The second s e c -

t i o n w i l l summarize the c o n c l u s i o n s and recommendat ions r e l a t i n g 

to the f a c t o r market and w i l l a l s o c o n s i d e r the h i g h l y r e l a t e d 

problems o f low knowledge l e v e l s and i nadequa te r e s e a r c h . The 

t h i r d s e c t i o n w i l l r ev iew the c o n c l u s i o n s r e g a r d i n g m i l k ma r ke t i n g 

and p r e s e n t s p e c i f i c recommendat ions f o r i m p r o v i n g the C ILPE c o l -

l e c t i o n and d i s t r i b u t i o n s y s tem. A l t h o u g h the recommendat ions f o r 

r i c e , bean s , manioc and c o t t o n are g rouped under s e p a r a t e head i ng s 

l a b e l e d p r oduc t and f a c t o r m a r k e t i n g , they s h o u l d be rega rded as a 

h i g h l y complementary package . 

As one con temp la te s the c o m p l e x i t y o f the development p r o b -

lem and rev i ews the c o n c l u s i o n s drawn from the p r e s e n t s t u d y , the 

i n t e r r e l a t i o n s h i p s become appa ren t . For t ha t rea son and due to 

the n o v e l t y and h i g h c o s t o f t h i s i n t e g r a t e d app roach , i t i s s u g -

g e s t e d t ha t w e l l - d e f i n e d and r e l a t i v e l y sma l l g e o g r a p h i c a rea s be 

chosen to c a r r y f o rwa rd a complete program f o r one or more commo-

d i t y a r e a s . I f r e s o u r c e s p e r m i t , the t o t a l program c o u l d be c a r -

r i e d f o rwa rd i n one major a rea f o r each o f the f o u r commod i t i e s . 

I f t h a t i s not p o s s i b l e , i t i s s u g g e s t e d t h a t , r a t h e r than use 

s c a r c e r e s o u r c e s to deve lop one or two o f the recommendat ions i n 

s e v e r a l d i f f e r e n t a r e a s , an e f f o r t s h o u l d be made toward s e l e c t -

i n g one commodity and one a rea f o r the program. In t h i s way, the 

t r u e comp lementa r i t y o f the v a r i o u s a s p e c t s can produce a d d i t i o n a l 

b e n e f i t s . In the l ong r u n , as new a rea s are b r ough t i n t o the p r o -

gram i n o rde r to e v e n t u a l l y cove r the e n t i r e N o r t h e a s t , the t o t a l 

c o s t o f the program s h o u l d be l e s s than would be the case under a 

" shotgun 1 1 development app roach . 

I t i s r e c o g n i z e d t h a t the re are c e r t a i n p o l i t i c a l ha za rd s 

a s s o c i a t e d w i t h s i n g l i n g out a p a r t i c u l a r commodity and r e g i o n 

f o r such s p e c i a l t r ea tmen t . But from an economic s t a n d p o i n t there 

seems to be l i t t l e doubt t h a t the l o n g - r u n development c o s t s a v i n g s 

to s o c i e t y o f such an approach would be s u b s t a n t i a l . N e v e r t h e l e s s , 

t he se are the k i n d s o f r e s o u r c e a l l o c a t i o n d e c i s i o n s which must be 

l e f t to those who u n d e r s t a n d t h o r o u g h l y the p o l i t i c a l and s o c i a l 

u n d e r c u r r e n t s o f the r e g i o n . 



Due to the i n f o r m a t i o n a v a i l a b l e i n t h i s r e p o r t , i t i s 

s t r o n g l y s u g g e s t e d t h a t i f the i n t e g r a t e d program i s to be c a r -

r i e d f o r w a r d , i t s h o u l d be f o c u s e d i n the r u r a l a rea s where the 

c u r r e n t s t udy was conducted . The f o l l o w i n g i s a l i s t i n g o f s u g -

g e s t e d p r i o r i t i e s by commodity and a rea . The ev idence s u g g e s t s 

t h a t the g r e a t e s t s h o r t - r u n r e spon se p o t e n t i a l f o r the s u g g e s t e d 

programs e x i s t s i n the r i c e p r o d u c i n g area o f the lower Sao F r a n -

c i s c o R i v e r V a l l e y . These p r oduce r s appear to be most r e c e p t i v e 

to modern farm i n p u t s and appear to be e c o n o m i c a l l y ab le to imme-

d i a t e l y take advantage o f such a program. Second p r i o r i t y s h o u l d 

be g i v e n to the bean p r o d u c i n g area i n A l a goa s and Pernambuco. 

Wh i le f a rmer s the re may not c u r r e n t l y show h i g h l y modern a t t i t u d e s , 

the p o t e n t i a l e x i s t s f o r l o n g e r - r u n b e n e f i t s which can s p read 

i n t o s u r r o u n d i n g bean p r o d u c i n g a r e a s . T h i r d p r i o r i t y s h o u l d be 

g i v e n to the I r e c e bean a r e a , where some p r o g r e s s toward use o f 

modern f a rm ing methods i s a l r e a d y under way. But i t i s very p o s -

s i b l e t h a t the development t r end i n t h a t area w i l l c on t i nue w i th 

the a s s i s t a n c e o f p r e s e n t , l e s s i n t e n s i v e development p rog rams . 

Fou r th p r i o r i t y s h o u l d be g i v e n to the c o t t on p r o d u c i n g a rea . I t 

seems l i k e l y , however , t h a t the e a r l y phases o f a program i n t h a t 

a rea wou ld need to f o cu s on r e s e a r c h to more c l e a r l y i d e n t i f y the 

s p e c i f i c t e c h n i c a l a s p e c t s o f a development program. The c u r r e n t 

r e s e a r c h program was not b road enough to cover a l l t he se i s s u e s 

and p r o v i d e s p e c i f i c recommendat ions . The l owes t o r de r o f p r i o r i t y 

i s g i v e n to manioc and then the Maranhao r i c e p r o d u c i n g a r e a , the 

r a t i o n a l i z a t i o n be i ng t h a t n e i t h e r p r o v i d e s much p o t e n t i a l f o r 

s h o r t - t e r m b e n e f i t s . I n the l ong r u n , manioc w i l l be a d e c l i n i n g 

crop as consumer incomes r i s e . The p r e s e n t s i a s h - a n d - b u r n t e c h n o -

l o g y p r a c t i c e d i n the r i c e p r o d u c i n g a rea s o f Maranhao i s not 

s u i t a b l e to the k i n d of program o u t l i n e d h e r e i n . 

A time h o r i z o n o f f i v e y e a r s has been contemplated f o r the 

recommendat ions be i n g p r e s e n t e d . A l l o f the re forms would beg i n 

d u r i n g the f i r s t y e a r i n e i t h e r a r e s e a r c h , p l a n n i n g , o r a c t i o n 

phase s i n c e v a r i o u s s t a g e s o f p r o g r e s s on the recommendat ions can 

be o b s e r v e d i n the N o r t h e a s t . The programs would reach a peak i n 

the second or t h i r d y e a r and then t ape r o f f i n the l a s t two y e a r s . 

When the programs b e g i n to t ape r o f f , a r e a s s e s s m e n t o f them may 

be needed to determine wh i ch , i f any , s h o u l d be t e r m i n a t e d , tho se 

to ex tend beyond the f i v e - y e a r p e r i o d , and those which may be ab le 

to c o n t i n u e w i t h o u t a d d i t i o n a l p u b l i c s u p p o r t . 

The m i l k ma r ke t i n g recommendat ions e s s e n t i a l l y s t a n d a l o n e . 

Those programs cou l d be c a r r i e d f o rwa rd by the Companhia I n d u s t r i a -



l i z a c a o do L e i t e do Pernambuco w i th c r e d i t from e x i s t i n g d e v e l o p -

ment bank s o u r c e s . 

The P r oduc t M a r k e t i n g System 

Conc lu s i o n s 

P roduc t a s sembly f o r the f o u r c rop s c o n s i d e r e d i n t h i s s t u d y 

i s u s u a l l y per formed on a low volume b a s i s by l a r g e numbers o f 

a s s e m b l e r s . Of ten as many as o n e - h a l f o f the i n d i v i d u a l s who p u r -

chase from fa rmer s are p a r t - t i m e a s s e m b l e r - f a r m e r s o r a s s e m b l e r -

r e t a i l e r s who c o l l e c t and s e l l to somewhat more s p e c i a l i z e d assem-

b l e r s . The p r oduc t may go from an i n t e r m e d i a t e a s semb le r o r b r o k e r 

to a p r o c e s s o r ( r i c e , manioc and c o t t o n ) or to ano the r i n t e r m e d i a r y , 

as i n the case o f beans . The t o t a l number o f i n t e r m e d i a t e t r a n s -

a c t i o n s i n the market channel between fa rmer s and r e t a i l e r s ranged 

from an average o f 2 .7 f o r manioc to 4 .4 f o r r i c e i n Maranhao. 

S i n c e average g r o s s ma rg i n s at each a s s emb le r l e v e l seem to range 

from 10 to 25%, t o t a l m a r k e t i n g c o s t s r e f l e c t these m u l t i p l e t r a n s -

act!' o n s . 

In s p i t e o f the l a r g e numbers o f a s s e m b l e r s , c o m p e t i t i o n i s 

c l e a r l y h i g h l y i m p e r f e c t . T h i s a r i s e s l a r g e l y from i m p e r f e c t m o b i l -

i t y and communicat ion i n r u r a l a r e a s . I t i s a l s o r e l a t e d to a gen -

e r a l l y accepted a t t i t u d e t h a t s t r o n g c o m p e t i t i o n a c t u a l l y b e n e f i t s 

no one. T h u s , an a t t i t u d e o f " l i v e and l e t l i v e " or even open mar-

ket s h a r i n g or c o l l u s i o n i s common. S t i l l , t he re i s l i t t l e ev idence 

o f harmfu l m o n o p o l i s t i c p r a c t i c e s . On ly i n the case o f c o t t o n , 

where one f i r m i s f a i r l y dominant , i s t he re any i n d i c a t i o n o f mar-

ket c o n t r o l by one o r a few f i r m s . I n g e n e r a l , m a r k e t i n g f i r m s 

appear not to be making u n r e a s o n a b l e p r o f i t s and are u s i n g t h e i r 

l i m i t e d r e s o u r c e s and knowledge r e l a t i v e l y e f f i c i e n t l y w i t h i n the 

c o n s t r a i n t o f t h e i r env i r onment . At the same t ime, i n most a rea s 

the re i s no i n d i c a t i o n t h a t even a sma l l l e ad edge o f i n n o v a t i v e 

and s t r o n g l y c o m p e t i t i v e a s s e m b l e r s e x i s t s . I n g e n e r a l , market 

i n t e r m e d i a r i e s are homogeneous ly t r a d i t i o n a l i n t h e i r p r a c t i c e s and 

a t t i t u d e s . A p o s s i b l e e x c e p t i o n e x i s t s i n r i c e m a r k e t i n g , where 

t h ree m i l l e r s make d i r e c t s a l e s to s e l f - s e r v i c e r e t a i l e r s i n l a r g e 

l o t s . Th i s s u g g e s t s the b e g i n n i n g of a market s i m p l i f i c a t i o n t r e n d 

which i s l i k e l y to c o n t i n u e . A s i m i l a r phenomenon e x i s t s i n o t h e r 

commodity markets where i t i n e r a n t t r u c k e r s bypas s c e r t a i n a s sembly 

l e v e l s . In many c a s e s , t o t a l ma rke t i n g c o s t s might be reduced by 

c o n s o l i d a t i n g the s e r v i c e s f o r m e r l y p r o v i d e d by two o r more i n t e r -

m e d i a r i e s . I n many ca se s t h i s c o n s o l i d a t i o n w i l l r e q u i r e i n c r e a s e d 

c a p i t a l i z a t i o n o f the channel p a r t i c i p a n t s . 
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The b a s i c f low of market i n f o r m a t i o n to r u r a l a s s emb l e r s 

and f a rmer s i s by word o f mouth. That i s , p a r t i c i p a n t s i n the 

channel ask each o t h e r about p r i c e s and market c o n d i t i o n s i n 

those l o c a l i t i e s where they have r e c e n t l y t r aded good s . Assem-

b l e r s and p r o c e s s o r s are the v i t a l communicat ion l i n k between 

fa rmer s and urban a rea b u y e r s . N o r m a l l y , p r i c e i n f o r m a t i o n i s 

d i s s e m i n a t e d by word o f mouth from w h o l e s a l e r s t h r ough the v a r i -

ous r u r a l i n t e r m e d i a r i e s to f a r m e r s . T h i s p r o c e s s t a ke s time 

and o f t e n p r i c e i n f o r m a t i o n i s d i s t o r t e d e i t h e r i n t e n t i o n a l l y by 

the i n t e r m e d i a r y who has someth ing to g a i n by q u o t i n g lower 

p r i c e s o r u n i n t e n t i o n a l l y t h r ough normal communicat ion i m p e r f e c -

t i o n s ( the l a t t e r may be l i k e n e d to the d i s t o r t i o n s t h a t occu r 

i n the sp read o f a r umor ) . As a r e s u l t , p r i c e s may be compara-

t i v e l y low i n one a rea on a g i v e n day w h i l e p r i c e s i n ano the r 

nearby r u r a l market are h i g h i n compar i son to R e c i f e market 

p r i c e s . A few r i c e and c o t t on a s s emb le r s do use r e g u l a r r a d i o 

b r o a d c a s t s , t e l e g r a p h and two-way r a d i o communicat ion as s o u r c e s 

o f market i n f o r m a t i o n , but none ment ioned t e l e p h o n e s . The m a j o r -

i t y o f a s s emb le r s depend on o t h e r a s s e m b l e r s , w h o l e s a l e r s , o r 

pe r s ona l market o b s e r v a t i o n f o r t h e i r market i n f o r m a t i o n . I n 

most c a s e s , commodity t r a n s a c t i o n s are based on p e r s o n a l i n s p e c -

t i o n o f the p r o d u c t . O c c a s i o n a l l y , s a l e s are made on the b a s i s 

o f samples among r i c e t r a d e r s , but there i s no s t a n d a r d g r a d i n g 

s y s tem to pe rmi t s p e c i f i c a t i o n b u y i n g . A s s emb le r s seem to r e c e i v e 

q u a l i t y s i g n a l s from t h e i r b u y e r s , but se ldom succeed i n t r a n s -

m i t t i n g them to f a r m e r s . Farmers and a s s e m b l e r s o f t e n d i s t r u s t 

each o t h e r due to p r e v i o u s e x p e r i e n c e w i th s c a l e t i p p i n g , p r o d u c t 

a d u l t e r a t i o n and o t h e r d i s h o n e s t methods . These p r a c t i c e s p r o b a -

b l y o f t e n reduce the q u a l i t y o f p r o d u c t s o f f e r e d to con sumer s , 

e s p e c i a l l y i n the case o f r i c e and man ioc . 

Sea sona l p r i c e v a r i a t i o n s are most s i g n i f i c a n t f o r r i c e and 

beans . The month ly average farm p r i c e o f beans showed a 50% v a r i a -

t i o n d u r i n g 1966. A s s emb le r s and p r o c e s s o r s p r o v i d e most o f the 

s h o r t - t e r m s t o r a g e f o r p r o d u c t s f l o w i n g out of the r u r a l a reas to 

R e c i f e . Man ioc a s s e m b l e r s do not n o r m a l l y s t o r e f a r i n h a due to 

i t s poor keep ing q u a l i t i e s . A l s o , farm s t o r a g e i s not common i n 

most a r e a s . I n r i c e and bean a r e a s , s t o r a g e i s o f t e n accompanied 

by l o s s and s p o i l a g e r a t e s o f 1 - 2% f o r r i c e and 3 -8% f o r beans . 

Farmers most o f t e n s a i d they d i d not s t o r e c rops due to i nadequa te 

wo r k i n g c a p i t a l and absence o f c r e d i t o r because they had a l oan 

which was due at h a r v e s t t ime. Meta l s i l o s , though not w i d e l y 

a v a i l a b l e , appear to be a f a i r l y l o w - c o s t method f o r s t o r i n g r i c e 

and beans on f a rms . n n 



The m a j o r i t y o f s a l e s between f a r m e r s and t h e i r b u y e r s t ake 

p l a c e i n s m a l l r u r a l v i l l a g e s a t the l o c a l f e i r a o r a t the a s s e m -

b l e r ' s p l a c e o f b u s i n e s s . 

O r d i n a r i l y , the f a r m e r b r i n g s h i s p r o d u c t i n t o town on h o r s e -

b a c k , by ox c a r t o r somet imes on h i s own head . O c c a s i o n a l l y , 

f a r m e r s l i v e nea r a r o ad and e i t h e r r e n t t r u c k t r a n s p o r t a t i o n o r 

have t h e i r own v e h i c l e s . A few l a r g e r p r o d u c e r s who l i v e n e a r good 

r oad s a re a b l e to s e l l d i r e c t l y a t the fa rm to a l o c a l a s s e m b l e r 

o r to an i t i n e r a n t t r u c k e r . T h i s p r a c t i c e i s most common among 

c o t t o n p r o d u c e r s . G i v e n the f a c t t h a t most f a r m e r s ( 5 6 - 7 8 % ) do 

no t p r e s e n t l y l i v e on r o a d s a c c e p t a b l e f o r t r u c k t r a v e l , i t i s un -

l i k e l y t h a t the f a r m e r s ' p r a c t i c e o f d e l i v e r i n g t h e i r p r o d u c t s to a 

l o c a l ma r ke t f o r s a l e w i l l be changed i n the nea r f u t u r e . Nor does 

i t appea r t h a t h i g h p r i o r i t y s h o u l d be g i v e n to i m p r o v i n g i n d i v i d u a l 

f a rm r o a d s . Much r ema i n s to be done on c o n s t r u c t i n g and m a i n t a i n i n g 

the r o a d s l i n k i n g s m a l l ma r ke t v i l l a g e s w i t h each o t h e r and to ma jo r 

c o n v e r g e n c e c e n t e r s . F i r s t p r i o r i t y s h o u l d be g i v e n to i m p r o v i n g 

t h o s e r o a d s wh i ch can e f f e c t i v e l y l i n k v i l l a g e s i n t o the r e g i o n a l 

economy. 

Fa rmer s appea r to be r e l a t i v e l y r e s p o n s i v e to y e a r - t o - y e a r 

p r i c e c h a n g e s . The m a j o r i t y r e p l i e d t h a t t hey wou l d r e s p o n d to the 

h y p o t h e s i z e d p r i c e change s by e i t h e r t r y i n g to r a i s e o r l owe r p r o -

d u c t i o n , d e p e n d i n g on the d i r e c t i o n o f the p r i c e c h a n g e . For a l l 

c o m m o d i t i e s , f a r m e r s showed a g r e a t e r r e s p o n s e to' the h y p o t h e s i z e d 

p r i c e i n c r e a s e t han to the d e c r e a s e . When a s k e d to t e l l how they 

wou ld r e a c t to a g u a r a n t e e d p r i c e ( s e t a t o r nea r marke t l e v e l s bu t 

announced b e f o r e p l a n t i n g t i m e ) , more t h a n o n e - t h i r d o f the p r o d u c -

e r s i n d i c a t e d t h a t t hey wou ld t r y to i n c r e a s e the a rea p l a n t e d . 

Bean f a r m e r s i n t he A 1 a g o a s - P e r n a m b u c o a r e a and man ioc f a r m e r s 

showed the l e a s t w i l l i n g n e s s to expand o u t p u t i n r e s p o n s e to a 

g u a r a n t e e d p r i c e . 

Recommendat ions 

P r i c e S t a b i l i z a t i o n P rog r am 

a. Expand c u r r e n t minimum p r i c e p rog ram 

b. Improve s t o r a g e and g r a d i n g s e r v i c e s . 

P r i c e i n s t a b i l i t y was f o u n d to be one o f the ma jo r p r ob l ems 

i n the fa rm p r o d u c t m a r k e t . Low, u n s t a b l e farm p r i c e s d i s c o u r a g e 

farm o u t p u t and i n v e s t m e n t i n new t e c h n o l o g y . To e n c o u r a g e g r e a t e r 

farm o u t p u t and imp roved p r o d u c t i v i t y , s t a b l e and r e m u n e r a t i v e p r i c e 

r e l a t i o n s h i p s a re e s s e n t i a l . The F e d e r a l minimum p r i c e p r o g r am 



c o o r d i n a t e d by CFP w i th the c o o p e r a t i o n o f the Bank o f B r a z i l i s 

making farm p r oduc t pu r cha se s f o r s t o r a g e by CIBRAZEM, and COBAL 

has j u s t r e c e n t l y begun o p e r a t i n g i n the N o r t h e a s t . At the p r e -

s e n t t ime , the program i s ope r a ted on a l i m i t e d b a s i s w i t h o n l y 

the Bank o f B r a z i l a l l owed to make p u r c h a s e s . Other i n t e r e s t e d 

banks s h o u l d a l s o be a l l owed to make minimum p r i c e p u r c h a s e s so 

as to reach the g r e a t e s t p o s s i b l e number o f p r o d u c e r s . Th i s i s 

e s p e c i a l l y t r u e o f any area where t he re i s no branch o f the Bank 

o f B r a z i 1 . 

S i n c e the program i s q u i t e new to the N o r t h e a s t , t he re i s 

a need f o r the banks to i n f o r m p r oduce r s o f the b a s i c f e a t u r e s 

o f the minimum p r i c e program. T h i s m ight be a c comp l i s hed th rough 

r a d i o programs and the l o c a l e x t e n s i o n a g e n c i e s . 

One cannot s t a t e c a t e g o r i c a l l y the a p p r o p r i a t e p r i c e l e v e l 

which s h o u l d be used i n a minimum p r i c e program. However, the 

r ea l ave rage p r i c e l e v e l i n a r e g i o n f o r a p e r i o d o f t h ree to 

f i v e y e a r s i s a good i n d i c a t o r o f the p r i c e which s h o u l d be used. 

The p roduc t p r i c e must a l s o be c o n s i d e r e d r e l a t i v e to the c o s t 

o f the modern i n p u t s to be used and r e l a t i v e to o t h e r farm p r o d -

uct p r i c e s . The farm p r i c e s h o u l d be h i g h enough to encourage 

the use o f modern farm i n p u t s . At the same t ime , i t must be kept 

i n ba l ance w i th o t h e r farm p r o d u c t p r i c e s so as to p r e ven t the 

o c c u r r e n c e o f u n d e s i r a b l e changes i n the mix o f farm o u t p u t . The 

p r e s e n t s t udy has shown t h a t fa rmers are l i k e l y to re spond p o s i -

t i v e l y to s l i g h t l y h i g h e r p r i c e s o r to be r e s p o n s i v e to more 

s t a b l e farm p r i c e s by s e e k i n g ways to expand farm o u t p u t . 

For these r e a s on s i t i s p r o b a b l y b e s t to peg the p r i c e l e v e l 

s l i g h t l y below the l o n g e r - r u n r ea l p r o d u c t p r i c e l e v e l . Th i s w i l l 

s t a b i l i z e farm p r o d u c t p r i c e s w i t h o u t the danger o f c r e a t i n g r e l a -

t i v e p r oduc t p r i c e i m b a l a n c e s . I f a d d i t i o n a l i n c e n t i v e i s needed 

to encourage the use o f modern t e c h n o l o g i e s , i t may be most d e s i r -

ab le to lower the p r i c e o f f a c t o r i n p u t s . T h i s not o n l y p r o v i d e s 

the i n c e n t i v e to use the i n p u t , but a l s o rewards o n l y those who 

choose to use the new t e c h n o l o g y . 

Some r e s e a r c h i s needed to deve lop more o p e r a t i o n a l commodi-

ty g r ade s and s t a n d a r d s . O f f i c i a l g r ade s a r e , f o r a l l p r a c t i c a l 

p u r p o s e s , not u s ed ; g r a d i n g i s done on a p e r s o n a l b a s i s . Improved 

g r ade s and s t a n d a r d s are needed to b r i n g about a more e f f e c t i v e 

o p e r a t i o n o f the p r i c e s t a b i l i z a t i o n program. 

A s t u d y o f wa rehou s i n g i n the bean a rea i s a l s o needed to 

determine the q u a l i t y and q u a n t i t y o f s t o r a g e a v a i l a b l e f o r the 



p r i c e s t a b i l i z a t i o n p r o g r am. T h i s wou ld a l s o d e t e r m i n e where new 

s t o r a g e i s needed as the p r i c e s t a b i l i z a t i o n p r og r am e x p a n d s . 

V i l l a g e to M a r k e t C e n t e r Roads 

a. E s t a b l i s h p r i o r i t i e s f o r c h o o s i n g a r e a s f o r r oad 
deve lopmen t 

b . Gene r a t e needed f i n a n c i n g , p o s s i b l y t h r o u g h m u n i -
c i p a l bonds 

c . P r e p a r e e n g i n e e r i n g s p e c i f i c a t i o n s 

d. B e g i n c o n s t r u c t i o n , u s i n g v o l u n t e e r r u r a l l a b o r 
where p o s s i b l e . 

I n e x p e n s i v e v i l l a g e to marke t c e n t e r r o a d s a re needed to 

f a c i l i t a t e t r a n s p o r t a t i o n o f goods i n t o and o u t o f the a r e a s . 

These r o a d s s h o u l d be g r a d e d d i r t o r g r a v e l t h a t wou ld a l l o w f o r 

y e a r - r o u n d a c c e s s to the a r e a . I t i s s u g g e s t e d t h a t c o m m u n i t i e s 

a t t empt to r a i s e t he money t h e m s e l v e s t h r o u g h s a l e s o f m u n i c i p a l 

bonds w i t h low i n t e r e s t r a t e s and l o n g payback p e r i o d s . The 

f a r m e r s u r v e y s i n d i c a t e d t h a t the o v e r w h e l m i n g m a j o r i t y o f f a r m e r s 

wou l d be w i l l i n g to dona te some o f t h e i r l a b o r t oward i m p r o v i n g 

r o a d s i n t h e i r a r e a s . T h i s f r e e l a b o r c o u l d r educe c o n s t r u c t i o n 

c o s t s s i g n i f i c a n t l y i f u s ed e f f e c t i v e l y . 

F i r s t p r i o r i t y i n ma jo r p r o d u c t i o n a r e a s wou ld be g i v e n t o 

l i n k i n g up each c o u n t y s e a t t o the ma rke t c e n t e r r o a d s . T h i s 

m i g h t be f o l l o w e d by a p r o g r am to c o n n e c t s m a l l v i l l a g e s to t he 

c o u n t y s e a t w i t h i m p r o v e d r o a d s . 

Road c o n s t r u c t i o n wou ld u t i l i z e p r i m a r i l y hand l a b o r , w i t h 

e n g i n e e r s s u p e r v i s i n g c o n s t r u c t i o n . S h o v e l s , c u l v e r t s , and a few 

t r u c k s wou ld p r o v i d e most o f t he b a s i c m a t e r i a l s needed. 

M a r k e t I n f o r m a t i o n P rog r am - R e c i f e i s p r e s e n t l y b e i n g l i n k -

ed up w i t h a ma r ke t i n f o r m a t i o n s y s t e m s e r v i n g ma jo r c i t i e s i n 

s o u t h e r n B r a z i l . Q u a n t i t y and p r i c e i n f o r m a t i o n f o r the b a s i c 

f o o d commod i t i e s w i l l be e x c h a n g e d between R e c i f e and the ma jo r 

c i t i e s i n the S o u t h . I t i s a s sumed t h a t t h i s p rog ram w i l l be 

c o m p l e t e d . Howeve r , R e c i f e does no t have e f f e c t i v e ma r ke t i n f o r -

m a t i o n l i n k a g e s w i t h i n t e r i o r towns i n p r o d u c i n g c e n t e r s . 

The recommended p r og r am wou ld t r a n s m i t ma r ke t i n f o r m a t i o n 

f rom R e c i f e to the i n t e r i o r t o w n s , where i t c o u l d be b r o a d c a s t on 

l o c a l r a d i o and d i s s e m i n a t e d i n r u r a l f e i r a s u s i n g m o b i l e p u b l i c 

a d d r e s s u n i t s . P r i c e s and vo lumes t r a d e d i n c o n v e r g e n c e c e n t e r s 

w o u l d then be t r a n s m i t t e d back to R e c i f e , where b u y e r s c o u l d g e t 

the i n f o r m a t i o n . 
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The f i r s t phase o f t h i s program would c o n c e n t r a t e on s e l e c t -

i n g the convergence c e n t e r s and g e t t i n g the equipment pu r cha sed 

and o p e r a t i n g . T e c h n i c i a n s would have to be t r a i n e d to ope ra te 

r a d i o s and to c o l l e c t the i n f o r m a t i o n needed. The program cou l d 

p r o b a b l y beg i n o p e r a t i o n i n the second y e a r . 

The A g r i c u l t u r a l I n p u t M a r k e t i n g System 

C o n c l u s i o n s 

I n g e n e r a l , p r o d u c t i o n methods remain q u i t e p r i m i t i v e f o r 

the f i v e commodit ies c o n s i d e r e d . Few improved crop v a r i e t i e s 

have been deve loped . Most c u l t i v a t i n g i s done by hoe o r by ox 

and p low, and h a r v e s t i n g methods are p r i m i t i v e . On ly i n the bean 

area of I r e c e , B a h i a , and i n r i c e p r o d u c t i o n a l ong the lower Sao 

F r a n c i s c o R i v e r i s the re any s i g n i f i c a n t use o f t r a c t o r s . P l a n t 

s p a c i n g remains t r a d i t i o n a l and i n e f f i c i e n t , w i t h a good b i t o f 

random i n t e r p l a n t i n g o f corn and beans i n a l l s u r v e y e d a reas and 

of r i c e and beans i n Maranhao. The m a j o r i t y o f f a rmer s t r y to 

s e l e c t the b e s t o f t h e i r p r o d u c t i o n f o r seed or pu rcha se s e l e c t e d 

s eed . But few, i f a ny , improved v a r i e t i e s are even a v a i l a b l e f o r 

u s e . I n s e c t i c i d e s are used by a r e l a t i v e l y h i g h pe rcen tage o f 

f a r m e r s . Chemical f e r t i l i z e r s are not used i n any area except i n 

the lower Sao F r a n c i s c o R i v e r V a l l e y , where 12% o f the f a rmer s 

s a i d they a p p l i e d i t . M o r e o v e r , a lmos t h a l f o f a l l f a rmer s were 

not even s u r e i f they knew what chemica l f e r t i l i z e r s were. Of 

tho se who d i d , t h e i r a t t i t u d e s toward f e r t i l i z e r use seemed to be 

t h a t i t i s d i f f i c u l t and c omp l i c a t ed to u s e , too e x p e n s i v e to be 

p r o f i t a b l e , or not p r a c t i c a l due to c r e d i t l i m i t a t i o n s . S e v e r a l 

b e l i e v e d t h e i r n e i g h b o r s t hough t i t was f o o l i s h to use f e r t i l i z e r . 

Th ese appear to be the types o f d i f f i c u l t i e s or o b j e c t i o n s which 

must be overcome i n o r de r to speed adop t i on and use o f chemical 

f e r t i 1 i z e r s . 

I t was found tha t i n most o f the s u r v e y a r e a s , modern farm 

i n p u t s such as f e r t i l i z e r , t r a c t o r s , p e s t i c i d e s and improved seed 

were not a v a i l a b l e i n l o c a l t r a d i n g c e n t e r s . I t wou ld , t h e r e f o r e , 

seem t h a t there i s a c l o s e c o r r e l a t i o n between use of pu r cha sed 

farm i n p u t s and a v a i l a b i l i t y i n l o c a l v i l l a g e ma r ke t s . No chemi -

cal f e r t i l i z e r d i s t r i b u t i o n s y s tem appears to e x i s t i n the a reas 

s t u d i e d ; s i n c e few improved v a r i e t i e s e x i s t , there i s no w e l l -

deve loped seed d i s t r i b u t i o n s y s tem. T r a c t o r s and o t h e r mach inery 

are s o l d or r en ted o n l y i n the I r e c e and Sao F r a n c i s c o a r e a s . 

T h i s does not p rove c a u s a l i t y , o n l y i n t e r r e l a t i o n s h i p s between 



i n p u t a v a i l a b i l i t y and u s e . A r e v i e w o f p r i c e r e l a t i o n s h i p s 

between i n p u t s and p r o d u c t s s u g g e s t s t h a t t h e s e i n p u t s may no t 

be p r o f i t a b l e under c u r r e n t f a rm p r a c t i c e s . The l i m i t e d ma rke t 

d i s t r i b u t i o n o f s u c h i n p u t s i n the N o r t h e a s t i s p a r t l y r e s p o n -

s i b l e f o r h i g h i n p u t p r i c e s , s i n c e p r o d u c t i o n f a c i l i t i e s a re 

no t f u l l y u t i l i z e d and low volume d i s t r i b u t o r s must s p r e a d the 

bu rden o f f i x e d m a r k e t i n g c o s t s o v e r the r e l a t i v e l y few u n i t s 

s o l d . The s o l u t i o n to t h i s di lemma i n v o l v e s e f f o r t s to i n f o r m 

p r o d u c e r s o f the p o t e n t i a l b e n e f i t s o f modern fa rm i n p u t s and 

to e n c o u r a g e the deve l opment o f more low c o s t i n p u t d i s t r i b u t o r s . 

A t the same t i m e , c r e d i t w h i c h can be u sed f o r the p u r c h a s e o f 

modern i n p u t s must be made a v a i l a b l e . About o n e - h a l f o f the 

f a r m e r s i n t e r v i e w e d i n the s u r v e y u sed some t ype o f c r e d i t i n 

1966 . The most common s o u r c e s were gove rnment bank s a t an 

a v e r a g e s u b s i d i z e d i n t e r e s t r a t e o f abou t 1% pe r month. Money -

l e n d e r s , i n c l u d i n g a s s e m b l e r s and a s s e m b l e r - r e t a i l e r s , were an 

i m p o r t a n t s o u r c e o f c r e d i t f o r the v e r y s m a l l f a r m e r s i n a l l com-

m o d i t i e s . They u s u a l l y c h a r g e an i n t e r e s t r a t e o f 4 to 5% pe r 

month . I n a d d i t i o n , t h e s e a s s e m b l e r - c r e d i t o r s f r e q u e n t l y r e q u i r e 

t he f a r m e r to s e l l h i s p r o d u c t to them e a r l y i n the m a r k e t i n g 

s e a s o n a t v e r y low p r i c e s . As an i n d i c a t i o n o f the p r e s e n t de -

mand f o r c r e d i t , o v e r 88% o f a l l f a r m e r s i n d i c a t e d an i n t e r e s t 

i n b o r r o w i n g more money i f i t were a v a i l a b l e a t a r a t e o f 20% pe r 

y e a r (wh i ch i s s t i l l l e s s than the r e c e n t r a t e s o f i n f l a t i o n ) . 

The a v e r a g e amount o f c r e d i t wh i ch t hey wou ld a c c e p t at t h i s 20% 

annua l i n t e r e s t r a t e r a n g e d f rom N C r $ l , 1 6 8 f o r man ioc f a r m e r s to 

N C r $ 7 , 3 6 0 f o r Sao F r a n c i s c o r i c e p r o d u c e r s . 

I t was n o t e d e a r l i e r t h a t most f a r m e r s i n the s u r v e y o b t a i n -

ed the m a j o r i t y o f t h e i r i n comes f rom the s a l e o f t h e i r ma j o r 

p r o d u c t s . I t was a l s o n o t e d t h a t t h o s e s a l e s were u s u a l l y made 

i n a n e a r b y v i l l a g e . I t seems t h a t , on the a v e r a g e , f a r m e r s 

t r a v e l n o t more than 20 k i l o m e t e r s once a week to a l o c a l f e i v a 

where p r o d u c t s a re s o l d and f o o d , n o n - f o o d consumer g o o d s , and 

fa rm i n p u t s a re p u r c h a s e d . The d i s t a n c e i s u s u a l l y t r a v e l e d on 

f o o t , on h o r s e b a c k o r by ox c a r t . I n s p i t e o f t he f a c t t h a t most 

f a r m e r s p r oduce a good b i t o f f o o d f o r home c o n s u m p t i o n , m a n i o c , 

b e a n , and c o t t o n f a r m e r s s pend f rom 65 to 75% o f t h e i r i ncomes on 

f o o d . Howeve r , 68% o f a l l f a r m e r s i n t e r v i e w e d had s e w i n g mach i ne s 

and 59% had r a d i o s . T h u s , f a r m e r s s pend a good p o r t i o n o f t h e i r 

i ncomes on b a s i c c o n s u m p t i o n g o o d s . The s u r v e y a l s o i n d i c a t e s 

t h a t w i t h r i s i n g i ncomes f a r m e r s wou ld t end f i r s t to i n c r e a s e c o n -

s u m p t i o n e x p e n d i t u r e s and l a t e r to i n c r e a s e i n v e s t m e n t o f i n p u t 



e x p e n d i t u r e s . T h i s s u g g e s t s , f i r s t , t h a t f a rmer s are we l l aware 

o f consumer good pu rcha se a l t e r n a t i v e s and a n x i o u s to have more 

such p r o d u c t s and, s e c o n d , t h a t the f a r m e r ' s f i r s t impu l se i s not 

to pu r cha se farm i n p u t s w i t h h i s s c a r c e income. Thu s , c r e d i t f o r 

modern farm i n p u t pu r cha se s i s a n e c e s s i t y i f new t e c h n o l o g i e s 

are to be adopted. 

Recommendations 

Seed Improvement Program 

a. M u l t i p l i c a t i o n and d i s t r i b u t i o n of p r e s e n t v a r i e t i e s 

b. Development o f improved v a r i e t i e s 

c. M u l t i p l i c a t i o n and d i s t r i b u t i o n o f improved v a r i e t i e s . 

A modern a g r i c u l t u r e r e q u i r e s h i g h - y i e l d i n g , d i s e a s e - r e s i s -

t an t crop v a r i e t i e s which are h i g h l y r e s p o n s i v e to f e r t i l i z a t i o n . 

Such v a r i e t i e s d i d not seem to be used on N o r t h e a s t B r a z i l farms 

i n 1966. The f i r s t phase o f t h i s program would be to c rea te an 

i n s t i t u t i o n to c o l l e c t and m u l t i p l y the b e s t s t r a i n s o f c u r r e n t l y 

a v a i l a b l e v a r i e t i e s f o r immediate d i s t r i b u t i o n . T h i s would p r o -

v i d e p r oduce r s w i t h somewhat improved seeds wh i l e p e r m i t t i n g r e -

s e a r c h on seed improvement to ge t under way. I t would a l s o s e r v e 

to beg i n development o f a m u l t i p l i c a t i o n and d i s t r i b u t i o n s y s tem 

f o r the improved seeds to be deve loped by r e s e a r c h e r s . 

A n o n - p r o f i t f o u n d a t i o n o r g o ve rnmen t - s pon so r ed seedhouse 

m ight be deve loped t h a t would t u r n v a r i e t i e s over to commercial 

f i r m s as they become ready f o r commercial m u l t i p l i c a t i o n and d i s -

t r i b u t i o n . Area d e a l e r s h i p s m igh t be used to deve lop the r u r a l 

d i s t r i b u t i o n s y s tem f o r seeds once l a r g e q u a n t i t i e s are a v a i l a b l e 

f o r commercial d i s t r i b u t i o n . Farm s u p p l y c o o p e r a t i v e s c ou l d a l s o 

be used f o r seed d i s t r i b u t i o n . 

A top q u a l i t y p l a n t g e n e t i c s s t a f f i s needed to deve lop im-

proved v a r i e t i e s o f c r o p s . These g e n e t i c i s t s would be r e s p o n s i b l e 

f o r d e v e l o p i n g h i g h e r - y i e l d i n g , d i s e a s e - r e s i s t a n t v a r i e t i e s t h a t 

would have a c c e p t a b i l i t y i n the N o r t h e a s t . The program might be-

g i n by c o l l e c t i n g and t e s t i n g l a r g e numbers of domest i c and f o r e i g n 

v a r i e t i e s . The R o c k e f e l l e r F o u n d a t i o n ' s Wheat and Corn Center i n 

Mex ico has deve loped improved v a r i e t i e s o f corn and beans which 

have been used s u c c e s s f u l l y i n Mex ico to i n c r e a s e y i e l d s . The 

I n t e r n a t i o n a l R i ce Research I n s t i t u t e i n the P h i l i p p i n e s has d e v e l -

oped some h i g h - y i e l d i n g r i c e v a r i e t i e s which may be adap tab le to 

N o r t h e a s t B r a z i l . Samples o f these v a r i e t i e s s h o u l d be t e s t e d 

under f i e l d c o n d i t i o n s i n the N o r t h e a s t . I f s u c c e s s f u l , l a r g e r 



q u a n t i t i e s s h o u l d be p u r c h a s e d f o r m u l t i p l i c a t i o n and d i s t r i b u t i o n 

i n r u r a l a r e a s . Once v a r i e t i e s a re d e v e l o p e d and f i e l d t e s t e d , 

they can be t u r n e d o v e r by the F o u n d a t i o n s e e d h o u s e to commerc ia l 

m u l t i p l i c a t i o n and d i s t r i b u t i o n f i r m s . 

F e r t i l i z e r Re spon se P rog ram 

a. F e r t i l i z e r r e s p o n s e r e s e a r c h 

b. F e r t i l i z e r d e m o n s t r a t i o n 

c. F e r t i l i z e r d i s t r i b u t i o n . 

The r e s p o n s i v e n e s s o f t r a d i t i o n a l v a r i e t i e s and o f new v a r i -

e t i e s as t hey are d e v e l o p e d to v a r y i n g l e v e l s o f f e r t i l i z e r use 

must be d e t e r m i n e d . S i n c e s o i l c o n d i t i o n s v a r y w i d e l y and r a i n f a l l 

p a t t e r n s a re uneven i n the N o r t h e a s t , a l a r g e number o f r e s e a r c h 

p l o t s w i l l be needed i n majo r c rop p r o d u c i n g a r e a s . The i m p o r t a n c e 

o f w a t e r and f e r t i l i z e r r e s p o n s e i n f o r m a t i o n i s c r i t i c a l i n the 

N o r t h e a s t . The r e s e a r c h o b j e c t i v e i s to d e t e r m i n e the optimum 

l e v e l o f f e r t i l i z e r u s e . Once the opt imum l e v e l s o f f e r t i l i z e r use 

are a p p r o x i m a t e l y d e t e r m i n e d , a l a r g e d e m o n s t r a t i o n p rog ram s h o u l d 

be c a r r i e d ou t i n the c r op p r o d u c t i o n a r e a s . The ANCAR e x t e n s i o n 

agency and l o c a l M i n i s t r y o f A g r i c u l t u r e r e p r e s e n t a t i v e s s h o u l d be 

u sed to c a r r y ou t t h e s e t e s t s under f i e l d c o n d i t i o n s . F e r t i l i z e r 

compan ie s i n R e c i f e s h o u l d be e n c o u r a g e d to s u p p o r t the p rog ram by 

s u p p l y i n g the f e r t i l i z e r needed a t r educed p r i c e s . P r o f e r t i l , the 

l a r g e s t f e r t i l i z e r company i n the N o r t h e a s t , i s a l r e a d y c o o p e r a t i n g 

on a s i m i l a r p r o j e c t i n Pernambuco i n v o l v i n g the F e d e r a t i o n o f Coop-

e r a t i v e s and the Peace C o r p s . The i n s e c t i c i d e compan ie s ( S h e l l , 

e t c . ) s h o u l d be e n c o u r a g e d to s u p p l y the i n s e c t i c i d e s needed on 

t h e s e same d e m o n s t r a t i o n p l o t s so t h a t any c o m p l e m e n t a r i t y f rom 

the use o f t h e s e i n p u t s i s a c h i e v e d . Improved s e e d s f rom the 

F o u n d a t i o n s e e d h o u s e s h o u l d a l s o be u s e d . 

A p r o m o t i o n a l campa ign u s i n g r a d i o s , b i l l b o a r d s , d i s p l a y s i n 

r u r a l f e i r a s , e t c . , s h o u l d be l a u n c h e d to promote the awa rene s s 

and p r o f i t a b i l i t y o f u s i n g t h e s e new t e c h n o l o g i e s . P r o d u c e r s s h o u l d 

be i n f o r m e d o f where t h e s e d e m o n s t r a t i o n p l o t s a re l o c a t e d so t h a t 

i n t e r e s t can be c u l t i v a t e d by a c t u a l o b s e r v a t i o n o f the r e s u l t s 

unde r f i e l d c o n d i t i o n s . 

F e r t i l i z e r c o u l d be d i s t r i b u t e d t h r o u g h t h r e e c h a n n e l s . One 

m i g h t be t h r o u g h the F e d e r a t i o n o f C o o p e r a t i v e s i n a r e a s where good 

c o o p e r a t i v e s e x i s t . Becau se c o o p e r a t i v e s dea l o n l y w i t h t h e i r mem-

b e r s , o t h e r c h a n n e l s o f d i s t r i b u t i o n are needed i n a l l a r e a s . P r o b -

a b l y the most e f f e c t i v e channe l wou ld be the c r e a t i o n o f f r a n c h i s e d 



d e a l e r s i n the major p r o d u c t i o n a r e a s . The market development 

c o s t s o f these d e a l e r s c o u l d be u n d e r w r i t t e n by the f e r t i l i z e r 

companies t h rough a government l oan which the companies would 

r e c e i v e f o r t h i s pu rpo se . The t h i r d channel m igh t be the l o c a l 

ANCAR e x t e n s i o n o f f i c e s which would hand le r e s e r v e s t o c k s f o r 

s a l e o n l y when the i n p u t packages m ight be u n a v a i l a b l e from 

o t h e r s o u r c e s . The ANCAR o f f i c e s s h o u l d charge s l i g h t l y h i g h e r 

p r i c e s so as to encourage the growth and development o f v i a b l e 

commercial s a l e s o u t l e t s . ANCAR d i s t r i b u t i o n i s d e s i r a b l e o n l y 

to en su re the l i k e l i h o o d t ha t f e r t i l i z e r w i l l be a v a i l a b l e at 

any t ime. 

F e r t i l i z e r P r i c i n g Program 

a. Remove c i r c u l a t i o n tax 

b. Determine s u b s i d y needs 

The i n c i d e n c e o f u s i n g f e r t i l i z e r can be i n c r e a s e d th rough 

e l i m i n a t i o n o f the 18% I CM ( c i r c u l a t i o n t a x ) . Imp rov i ng the r e -

l a t i v e p r i c e s o f the i n p u t s used and the p r o d u c t s produced i s 

needed to p r o v i d e the n e c e s s a r y i n c e n t i v e s f o r the i n i t i a l phase 

o f the program. At the p r e s e n t t ime , such a tax i s a d i s - i n c e n -

t i ve on the use o f new t e c h n o l o g y . In a d d i t i o n , e l i m i n a t i o n of 

the tax would mean o n l y a sma l l l o s s i n revenue to the government , 

s i n c e s a l e s o f these i n p u t s are ve ry low at the p r e s e n t t ime. 

The l o s s i n revenue cou ld be e a s i l y o f f s e t by the a d d i t i o n a l r e v e -

nues r e s u l t i n g from i n c r e a s e d food p r o d u c t i o n . 

I t i s p r obab l e t h a t f u r t h e r p r i c e r e d u c t i o n s are needed be-

f o re w ide sp read use of f e r t i l i z e r becomes p o s s i b l e . Th i s c ou l d 

be a c comp l i s hed t h r ough a s u b s i d y to the f e r t i l i z e r companies ( i n -

c l u d i n g impor ted f e r t i l i z e r which i s i n wo r l d s u r p l u s and maybe 

below l o c a l c o s t ) which would a l l ow them to lower the s e l l i n g 

p r i c e . The amount o f the s u b s i d y would have to be determined 

a f t e r c a r e f u l s t udy o f the f e r t i l i z e r r e spon se r e s e a r c h and f e r -

t i l i z e r - p r o d u c t p r i c e r e l a t i o n s h i p s . In a d d i t i o n , i t may be de-

s i r a b l e to i n c r e a s e s h o r t - r u n p r o f i t a b i l i t y s l i g h t l y above "normal 

p r o f i t l e v e l s " to ha s t en the i n i t i a l a dop t i on r a te so as to ge t 

the program o f f to a good s t a r t . 

I n p u t C r e d i t Program 

a. Review c u r r e n t c r e d i t p o l i c i e s and s tudy the need 
f o r a d d i t i o n a l farm c r e d i t 

b. Beg i n s e m i - s u p e r v i s e d c r e d i t . 



A d d i t i o n a l c r e d i t may be needed to he lp fa rmer s f i n a n c e the 

c o s t o f buy i n g the s e e d s , f e r t i l i z e r s and i n s e c t i c i d e s . The Bank 

o f B r a z i l ' s c u r r e n t loan r e g u l a t i o n s p l a ce a f a i r l y low l i m i t on 

the amount o f money which can be borrowed f o r each hec ta re t h a t i s 

p l a n t e d . Th i s l i m i t needs to be r a i s e d to a l l ow f o r the i n c r e a s e d 

c o s t o f p u r c h a s i n g modern i n p u t s . The F u n f e r t i l program f o r f i -

nanc i ng f e r t i l i z e r use s h o u l d be u t i l i z e d to he lp f i l l c r e d i t needs . 

Rural b a n k s , f e r t i l i z e r d i s t r i b u t o r s and r u r a l e x t e n s i o n agent s 

s h o u l d be i n fo rmed o f the program so t h a t they can a s s i s t f a rmer s 

i n o b t a i n i n g l o a n s under the program. The Bank o f B r a z i l and the 

d i s p e r s i n g agent f o r any new l i n e s o f farm c r e d i t s h o u l d c o n s i d e r 

the p o s s i b i l i t y o f making l a r g e l o a n s to i n p u t d i s t r i b u t o r s , who 

would then be r e q u i r e d to pas s the c r e d i t a l ong to f a rmer s f o r p u r -

chase o f i n p u t s at s p e c i f i e d i n t e r e s t r a t e s . I n p u t s a l e s may be 

enhanced i f the d i s t r i b u t o r can a l s o f i n a n c e the p u r c h a s e . I t i s 

more c onven i en t f o r the buyer and may i n v o l v e l e s s red tape . Loans 

to sma l l f a rmers capab le o f u s i n g the i n p u t package might a l s o be 

hand led th rough c o o p e r a t i v e s and t h rough p r i v a t e bank s . 

Some c r e d i t s u p e r v i s i o n may be needed to a s s i s t p r o d u c e r s i n 

the p rope r management and use o f the se new t e c h n o l o g i e s . Banks 

w i l l need w e l l - t r a i n e d agent s to pe r fo rm t h i s f u n c t i o n , p o s s i b l y 

i n c o n n e c t i o n w i t h the ANCAR e x t e n s i o n o f f i c e s . Sirrce knowledge 

and l i t e r a c y l e v e l s are low, t h i s c r e d i t s u p e r v i s i o n may be an e x -

t reme ly impo r t an t p a r t of the program. 

The M i l k M a r k e t i n g System 

C o n c l u s i ons 

A s p e c i a l s t udy was f o cu sed on the p r o d u c t i o n and m a r k e t i n g 

o f m i l k p r o c e s s e d and d i s t r i b u t e d i n R e c i f e by a mixed economy 

p a s t e u r i z i n g f i r m ( C I L P E ) . 

The C ILPE p r o c e s s i n g p l a n t , which was remodeled i n 1 9 6 0 - 6 1 , 

has been o p e r a t i n g at about 50% o f the c a p a c i t y o f a l l major f a c i -

l i t i e s , w i th the e x c e p t i o n o f b o t t l e d m i l k s t o r a g e c a p a c i t y , where 

a v a i l a b l e space i s a l r e a d y be ing u t i l i z e d c o m p l e t e l y . There i s a 

g r e a t p o t e n t i a l demand f o r f r e s h m i l k i n R e c i f e . I t i s e s t i m a t e d 

t h a t o n l y about 30% of the t o t a l consumpt ion o f m i l k i n R e c i f e i s 

f r e s h m i l k . The l a r g e s t p r o p o r t i o n i s powdered m i l k which i s im-

po r ted from s o u t h e r n B r a z i l . An appa ren t reason f o r low consump-

t i o n o f f r e s h p a s t e u r i z e d m i l k i s C I L P E ' s h i g h l y c o n s e r v a t i v e 

o p e r a t i o n a l p o l i c y o f a v o i d i n g p o s s i b l e s u r p l u s m i l k s i t u a t i o n s . 

Th i s has produced a c o n s c i o u s p o l i c y o f r a t i o n i n g to d i s t r i b u t o r s 

10-16 



d u r i n g p e r i o d s o f low s u p p l y and has c r e a t e d a consumer image o f 

u n c e r t a i n t y o f a v a i l a b i l i t y . Low consumpt ion of C ILPE m i l k a l s o 

stems from the f a c t t h a t due to poor h a n d l i n g p r a c t i c e s and l a ck 

o f r e f r i g e r a t i o n i n c o l l e c t i o n and d i s t r i b u t i o n , the q u a l i t y o f 

the company ' s m i l k has o f t e n been u n s a t i s f a c t o r y to R e c i f e con -

sumer s . The consumer s u r v e y i n R e c i f e showed t h a t the most f r e -

q u e n t l y ment ioned r ea s on s f o r not buy i n g C I L P E ' s m i l k were s u p p l y 

u n c e r t a i n t y and expected low q u a l i t y . Programs to a l l e v i a t e 

these two problems and change consumer o p i n i o n s about the company ' s 

p a s t e u r i z e d m i l k cou l d produce a r a p i d i n c r e a s e i n f r e s h m i l k con -

sumpt ion i n R e c i f e , wh ich wou ld produce impo r t an t b e n e f i t s to con -

sumers ( l owe r m i l k p r i c e s ) , to C I LPE ( g r e a t e r p l a n t u t i l i z a t i o n ) 

and to m i l k p r oduce r s ( g r e a t e r p r oduc t demand). 

I t was found t h a t the m i l k p r oduce r s ma r ke t i n g t h rough C ILPE 

s o l d an average o f 63 l i t e r s per day i n 1966. P r o d u c t i o n methods 

are s i m p l e . P r oduce r s u s u a l l y have mixed b l ood H o l s t e i n and Zebu 

h e r d s . The c a l f i s p e r m i t t e d to take a l l the m i l k he wants d u r i n g 

the day. M i l k i n g i s per formed by hand o n l y once a day on most 

f a rms . M i l k i s hand led w i t h o u t much concern f o r s a n i t a t i o n on the 

fa rm, and r e f r i g e r a t i o n i s se ldom u sed . The average d a i l y p r o d u c -

t i o n per cow was about 4 l i t e r s . T h i s can be r e l a t e d to the f a c t 

t ha t the b a s i c r a t i o n i s g r a s s , supp lemented by c o t t o n seed meal 

d u r i n g the dry s e a s o n . 

The f a r m e r ' s m i l k i s p i c k e d up a t h i s farm each morn ing and 

d e l i v e r e d to a l o c a l C ILPE c o l l e c t i o n p o s t s t i l l u n r e f r i g e r a t e d . 

There i t i s t e s t e d and r e j e c t e d o r accepted at a lower p r i c e i f 

found a c i d . No o t h e r q u a l i t y s t a n d a r d s are used nor are fa rmer s 

g i v e n any i n c e n t i v e f o r d e l i v e r i n g h i gh q u a l i t y m i l k . At the p o s t , 

the m i l k i s s t r a i n e d , r e f r i g e r a t e d and e i t h e r r e t u r n e d to m i l k 

cans o r s t o r e d i n an i n s u l a t e d tank at 2 out o f 9 p o s t s . The 

canned m i l k i s then t r a n s p o r t e d to R e c i f e i n an open t r uck and the 

bu l k m i l k i s hau l ed i n an i n s u l a t e d tank t r u c k . I n R e c i f e , the 

m i l k i s p a s t e u r i z e d and d e l i v e r e d to d i s t r i b u t i o n p o s t s w i t h i n 12 

h o u r s . 

Recommendati ons 

Mos t o f the s u g g e s t i o n s f o r i m p r o v i n g the m i l k ma r ke t i n g 

s y s tem c o u l d be implemented by C ILPE w i th p o s s i b l e l oan a s s i s t a n c e 

from the Bank o f B r a z i l o r the Bank o f the N o r t h e a s t or a s t a t e 

deve lopment bank. The recommendat ions w i l l be l i s t e d i n o r d e r o f 

p r i o r i t y and d i s c u s s e d b r i e f l y . 



1. Pu rchase bu lk s t o r a g e and t r a n s p o r t equipment f o r 
c o l l e c t i o n s y s tem. 

Tab le s 10 .1 and 10.2 show a compar i son between the c o s t o f 

t r a n s p o r t i n g 36 ,000 T i t e r s per day by bu l k tank and i n can s . These 

c o s t e s t i m a t e s were d e r i v e d a f t e r making the f o l l o w i n g a s s u m p t i o n s : 

a. C ILPE w i l l c o n t i n u e to haul 14 ,000 l i t e r s per day 
from P e s q u e i r a i n the PLAMAN tank t r u c k . ( T h i s was 
not i n c l u d e d i n the c o s t e s t i m a t e s . ) 

b. The two sma l l p o s t s at B e z e r r o s and Be lo Ja rd im 
would be e l i m i n a t e d . 

c. I n c l u d e d i n the c a l c u l a t i o n s was the c o s t of p u r -
c h a s i n g f i v e 10 ,000 l i t e r i n s u l a t e d tank s f o r 
l o c a t i o n at the r ema i n i n g p o s t s not h a v i n g bu l k 
s t o r a g e f a c i l i t i e s . 

d. The c o s t o f t h r e e a d d i t i o n a l tanks and t r u c k s w i t h 
a c a p a c i t y o f 14 ,000 l i t e r s each day i s i n c l u d e d . 

The d i f f e r e n c e i n the c o s t o f t r a n s p o r t a t i o n i n bu lk and i n 

cans i s somewhat s u r p r i s i n g . A s suming an average d a i l y volume of 

36 ,000 l i t e r s , the bu lk s t o r a g e and t r a n s p o r t s y s tem has a d a i l y 

c o s t o f NCr$633.00 compared to the t o t a l d a i l y c o s t o f N C r $ l , 0 4 3 . 0 0 

f o r sh ipment i n can s . T h i s y i e l d s a s a v i n g s of NCr$410.00 per day. 

The bu l k s y s tem cou ld pay f o r i t s e l f out of t r a n s p o r t s a v i n g s i n 

l e s s than two y e a r s . M o r e o v e r , as the ave rage d a i l y volume goes 

up, the compara t i ve l i t e r c o s t d i f f e r e n c e s would be even more i n 

f a v o r o f bu l k t r a n s p o r t a t i o n . T h i s i s due to the f a c t t h a t the 

h y p o t h e s i z e d s t o r a g e s y s tem has a c a p a c i t y o f 90 ,000 l i t e r s . The 

on l y major c o s t o f expand ing from 50 ,000 up to 90 ,000 l i t e r s per 

day would be the tank t r u c k pu r cha se and o p e r a t i o n c o s t s . On the 

o t h e r hand, volume e x p a n s i o n u s i n g t r a n s p o r t a t i o n i n cans would r e -

q u i r e a p r o p o r t i o n a l i n c r e a s e i n c o s t f o r every i tem on the l i s t . 

The bu lk s y s tem thus has s i g n i f i c a n t s c a l e economie s . 

2. Develop p r ocedu re s f o r more a c cu r a t e t e s t s o f m i l k 
q u a l i t y a t col l e c t i on p o s t s ? upgrade q u a l i t y re"1" 
g u i r emen t s and e s t a b l i s h p r i c e i n c e n t i v e s f o r h i gh 
q u a ! i ty of mi 1 k~ 

The r e s u l t s of the d a i r y fa rmer s u r v e y i n d i c a t e d t h a t C ILPE 

s u p p l i e r s as a whole do not f o l l o w c a r e f u l s a n i t a t i o n p r a c t i c e s . 

The p r e s e n t C ILPE p r a c t i c e i s to determine whether o r not the m i l k 

i s a c i d when i t a r r i v e s at the c o l l e c t i o n p o s t . Thu s , m i l k i n 

which the f e r m e n t a t i o n p r o c e s s i s under way but not y e t to the 

p o i n t o f a c i d i t y i s p r e s e n t l y accepted and mixed w i th o t h e r m i l k 

a t the p o s t . The s h i f t to bu lk h a n d l i n g s h o u l d be accompanied by 

a change to h i g h e r q u a l i t y r e q u i r e m e n t s . Some comb ina t i on o f a 

more d e f i n i t i v e a c i d i t y t e s t , a sed iment t e s t , and a s p e c i f i c 



Tab le 10 .1 Cost of T r a n s p o r t i n g an Assumed D a i l y 
Volume of 36 ,000 L i t e r s from P r e s e n t 
C ILPE P o s t s to R e c i f e P l a n t by F l a t Bed 
T ruck s ( C a p a c i t y 100 cans o f 55 l i t e r s ) 

T r a n s p o r t payments to p r i v a t e t r u c k owners 
( r a t e per t r i p v a r i e s a c c o r d i n g to d i s t a n c e ) NCr$ 589. .00 

Workers to m a i n t a i n po s t and to l oad and un -
l oad t r u c k s at the p o s t s (21 men at NCr$6.00 
per day) 126 .00 

Un l oad i n g c o s t s at p l a n t (8 men at NCr$6.00 
per day) 48. .00 

Lo s s i n t r a n s i t (1% x 3 6 , 000 ) (1 x .24 ) 86. .00 

Cos t o f cans ( 1 , 4 00 cans at NCr$38.00 per 
can r e p l a c e d eve ry n ine months 194. .00 

To ta l c o s t per day N C r $ l , 0 4 3 . .00 

Table 10.2 Cos t o f T r a n s p o r t i n g an Assumed D a i l y 
Volume o f 36 ,000 L i t e r s from P r e s e n t 
C ILPE P o s t s to R e c i f e P l a n t by Three Bu lk 
Tank T ruck s ( C a p a c i t y 14,000 l i t e r s each) 

D e p r e c i a t i o n ( o ve r 4 y e a r s ) and i n t e r e s t 
( 2 - y e a r l oan at 24% per y e a r ) f o r t h ree 
t r u c k s and tanks NCr$ 193. .00 

F u e l , o i l , l u b r i c a t i o n , t i r e s , ma in tenance , 
e t c . ( 1 , 170 km at NCr$.15 per km) 175. .00 

Workers to m a i n t a i n p o s t , l oad and un load 
t r u c k s (2 men per po s t = 14 at NCr$6.00 per 
day 84. .00 

D r i v e r s (4 men at NCr$8.00 per day) 32. .00 

U n l o a d i n g c o s t s at the p l a n t (1 man at 
NCr$6 .00 per day) 6, .00 
Tanks f o r s t o r a g e at p o s t s (5 t ank s at 
N C r $ l 2 , 8 1 8 . 0 0 per tank - 4 - y e a r d e p r e c i a t i o n ) 44. ,00 
S t o r a g e tank ma intenance 4. ,00 
M i l k cans from farm c o l l e c t i o n and d e l i v e r y 
to p o s t s (700 cans at NCr$38.00 per can 
eve ry n ine months) 97. 00 

Tota l c o s t per day 
NCr$ 633. 00 



g r a v i t y t e s t might be used i n e s t a b l i s h i n g a p p r o p r i a t e c r i t e r i a 

f o r j u d g i n g p r oduc t q u a l i t y . 

3. Reo r gan i z e the w h o l e s a l e d i s t r i b u t i o n s y s tem to 
add f i v e d e l i v e r y t r u c k s immed ia te l y and s t udy 
the p o s s i b i l i t y o f p u r c h a s i n g i n s u l a t e d d e l i v e r y 
equ ipment. 

C ILPE i s a l r e a d y moving i n the d i r e c t i o n o f r e o r g a n i z i n g i t s 

d i s t r i b u t i o n s y s tem i n o r d e r to add more d e l i v e r y t r u c k s and cut 

down on the average l e n g t h o f d e l i v e r y r o u t e s . I t i s s u g g e s t e d 

t h a t t h i s r e o r g a n i z a t i o n be completed as soon as p o s s i b l e . However, 

s i n c e the company has l i m i t e d r e f r i g e r a t e d s t o r a g e c a p a c i t y f o r 

b o t t l e d m i l k , i t i s s u g g e s t e d t ha t the company e x p l o r e the p o s s i b i -

l i t y o f p u r c h a s i n g i n s u l a t e d d e l i v e r y equ ipment. Such equipment 

would pe rmi t the company to f u r t h e r reduce expo su re o f i t s m i l k to 

h i g h tempera tu re s and would he lp a l l e v i a t e the b o t t l e d s t o r a g e 

prob lem s i n c e the v e h i c l e s c o u l d s e r v e as o v e r n i g h t s t o r a g e s pace . 

4. R e - e v a l u a t e p r e s e n t d i s t r i b u t i o n p o s t s and move 
toward more and l a r g e r s a l e s ou t l e t s " ! 

At the p r e s e n t t ime , C ILPE d e l i v e r s m i l k to 377 d i s t r i b u t i o n 

c e n t e r s . Some of tho se s e l l as l i t t l e as 20 l i t e r s per day , w i th 

the most common s a l e s r a n g i n g from 50 to 120 l i t e r s per day. I t 

i s s u g g e s t e d t h a t the company rev iew c a r e f u l l y i t s p r e s e n t s y s tem 

o f d i s t r i b u t o r s and make s p e c i a l e f f o r t s to e s t a b l i s h d i s t r i b u t i o n 

t h rough a d d i t i o n a l p o t e n t i a l l y h i g h volume d i s t r i b u t o r s " w h i l e r e -

moving some of the s m a l l e r p o s t s from i t s r o u t e s . 

5. S u r vey a l l s e l f - s e r v i c e r e t a i l e r s i n the c i t y to 
determine how many would hand le C ILPE m i l k i n 
d i s p o s a b l e c a r t o n s . 

S e v e r a l s e l f - s e r v i c e r e t a i l e r s have i n d i c a t e d an i n t e r e s t i n 

h a n d l i n g C ILPE m i l k i n d i s p o s a b l e c a r t o n s w i t h gua r an teed m i l k 

q u a l i t y . Other p a r t s o f t h i s r e p o r t have i n d i c a t e d t h a t l a r g e 

volume s e l f - s e r v i c e r e t a i l e r s are l i k e l y to cap tu re a g row ing s ha re 

o f good s a l e s i n R e c i f e . These s t o r e s s h o u l d have a g r e a t p o t e n -

t i a l as m i l k d i s t r i b u t o r s i f they can be c o n v i n c e d to hand le a h i gh 

q u a l i t y p r o d u c t i n a c o n v e n i e n t c o n t a i n e r . 

6 . H i r e a competent a d v e r t i s i n g f i r m to d i r e c t an i n -
t e n s i v e campaign to improve the consumer image of~~ 
C ILPE m i l k . 

The s u r v e y o f R e c i f e consumers i n d i c a t e d t h a t many f a m i l i e s 

do not buy C ILPE m i l k because o f a p r e v a i l i n g b e l i e f t h a t i t i s not 

h e a l t h f u l or because of d i f f i c u l t i e s i n o b t a i n i n g r e g u l a r s u p p l i e s . 

The f o r e g o i n g recommendat ions are aimed toward overcoming those two 



p rob lems . I t i s t h e r e f o r e recommended t h a t , a f t e r h a v i n g i n s t i -

t u ted c e r t a i n b a s i c q u a l i t y and d i s t r i b u t i o n improvement s , the 

company s h o u l d l aunch a broad campaign to i n f o r m the consumers o f 

those improvements . The s u c c e s s of the company ' s p r e s e n t a d v e r -

t i s i n g program i n d i c a t e s t h a t such a campaign cou l d expand s a l e s 

s i gn i f i c a n t l y . 

Towards a Sys tems View of the Ma rke t P r o c e s s 

Chapte r s 3 t h r ough 10 have d e s c r i b e d and a n a l y z e d v a r i o u s 

components o f the a g r i c u l t u r a l p r o d u c t i o n and ma r ke t i n g sy s tem i n 

the R e c i f e a r ea . The urban food m a r k e t i n g components were s u b -

j e c t e d to c a r e f u l s c r u t i n y as a b a s i s f o r the d i a g n o s i s o f d e f i -

c i e n c i e s and the f o r m u l a t i o n of a r e l a t e d s e t o f recommendat ions . 

L i k e w i s e , we have examined and made recommendat ions f o r the r u r a l 

components o f the s y s tem. We now t u rn to a more comprehens i ve 

l e v e l o f d e s c r i p t i o n and a n a l y s i s . Chapter 11 p r e s e n t s a s y s tems 

model o f the R e c i f e f oodshed economy which pe rm i t s us to examine 

some of the complex i n t e r r e l a t i o n s h i p s among the v a r i o u s components 

o f the s y s t em. L a t e r , i n Chapte r 13 , t h i s model i s used to s imu -

l a t e the p o s s i b l e impact of s e l e c t e d recommendat ions f o r ma r ke t i n g 

r e f o rms . 



CHAPTER 11 

THE RECIFE SYSTEMS MODEL 

I n t r o d u c t i o n 

The Purpose and O b j e c t i v e s 

T h i s chap te r p r e s e n t s a d e s c r i p t i o n of a gene ra l s y s tems 

model of the ma rke t i n g sys tem of R e c i f e , B r a z i l , and the f ou r 

s u r r o u n d i n g s t a t e s which compr i se R e c i f e ' s p r imary " f o o d s h e d . " 

The model i s c a l l e d the R e c i f e Sys tems Mode l . The fundamental 

purpose o f the mode l ing e f f o r t was to p r o v i d e f o r the d e c i s i o n -

maker r e s p o n s i b l e f o r development p l a n n i n g a framework f o r the 

a s s e s s m e n t , t h rough computer s i m u l a t i o n , of the economic c o n s e -

quences of a l t e r n a t i v e i n ve s tment programs i n the c o o r d i n a t i o n of 

market p r o c e s s e s of the a r e a . 

There are t h ree o the r o b j e c t i v e s of t h i s mode l i ng e f f o r t . 

As a m e t h o d o l o g i c a l e x e r c i s e , the model i s i n tended to improve the 

u n d e r s t a n d i n g o f the t e c h n i c a l prob lems and b e n e f i t s of u t i l i z i n g 

compute r i zed sy s tems models in the p l a n n i n g p r o c e s s . As a r e s e a r c h 

a i d , the model p r o v i d e d a framework f o r f i e l d r e s e a r c h p l a n n i n g 

by a s s i s t i n g the r e s e a r c h e r s i n d e v e l o p i n g o p e r a t i o n a l h y p o t h e s e s , 

e x p l i c i t i n f o r m a t i o n needs , and i n t e g r a t e d a n a l y s i s of r e s u l t s . 

As a t r a i n i n g d e v i c e , the p r o c e s s of b u i l d i n g , c o r r e c t i n g , and ap -

p l y i n g t h i s model demons t ra ted the a b i l i t y of the model to a s s i s t 

SUDENE pe r sonne l i n u n d e r s t a n d i n g the economic s y s t em, i n c o o r d i -

n a t i n g t h e i r p l a n n i n g e f f o r t s by imp rov i n g commun icat ions between 

p l a n n i n g g r o u p s , and i n advanc i ng t h e i r wo rk i ng knowledge of ad -

vanced management p l a n n i n g t e c h n i q u e s . 

The Background 

T h i s a p p l i c a t i o n of gene ra l s y s tems a n a l y s i s and computer 

s i m u l a t i o n to market p r o c e s s s t udy was the r e s u l t of two i n t e r r e -

l a t e d f a c t o r s : f i r s t , the i n c r e a s i n g conce rn about the i n t e r a c t i v e 

and dynamic consequences o f market changes i n d e v e l o p i n g communi-

t i e s ; and s e cond , the d e v e l o p i n g s k i l l i n the a p p l i c a t i o n of gene -

r a l s y s tems mode l i ng t e c h n i q u e s to s o c i o - e c o n o m i c problem a n a l y s i s . 

Chapte r 1 o u t l i n e d the g row ing awareness among development 

p l a n n e r s and s c h o l a r s t ha t the c o o r d i n a t i o n of market p r o c e s s e s , 

e s p e c i a l l y between r u r a l and urban a r e a s , p l a y s an impo r tan t r o l e 

i n f a c i l i t a t i n g and s t i m u l a t i n g economic deve lopment . The r e s u l t s 

o f the r e s e a r c h work done i n Puer to R i co by M i c h i g a n S t a t e U n i v e r -

s i t y r e s e a r c h s t a f f s uppo r t ed the i n i t i a l h y p o t h e s i s t h a t marke t i ng 
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f u n c t i o n s and i n s t i t u t i o n s c o u l d p l a y a s i g n i f i c a n t r o l e i n s t i m u -

l a t i n g change bo th i n c o n s u m p t i o n and s u p p l y c h a r a c t e r i s t i c s . F u r -

t h e r , i t became e v i d e n t t h a t , w h i l e t he a s s e s s m e n t o f the f i r s t 

o r d e r impac t o f marke t change s was r e l a t i v e l y e a s y , t he s e c o n d 

o r d e r e f f e c t between s e c t o r s i n the economy and t h i r d o r d e r e f f e c t s 

o v e r t ime were much l e s s a p p a r e n t . I n o r d e r to u n d e r s t a n d the 

complex p r o c e s s o f marke t c o o r d i n a t i o n and to j u s t i f y i n v e s t m e n t 

i n m a r k e t - o r i e n t e d r e f o r m s , i t was e v i d e n t t h a t t h e s e s e c o n d and 

t h i r d o r d e r e f f e c t s s h o u l d be d e t e r m i n e d . W i t h o u t an a n a l y t i c 

p l a n n i n g t o o l wh i ch p e r m i t t e d t h i s t ype o f i n t e r a c t i v e a n a l y s i s , 

the a b i l i t y to u n d e r s t a n d and a c c u r a t e l y p r e d i c t the i m p l i c a t i o n s 

o f ma r ke t p r o c e s s c hange s wou l d be e x t r e m e l y l i m i t e d . 

D u r i n g r e c e n t y e a r s the S y s t e m s S c i e n c e Group a t M i c h i g a n 

S t a t e U n i v e r s i t y has c a r r i e d f o r w a r d a majo r i n v e s t i g a t i o n to 

t r a n s f e r the t e c h n o l o g y o f s y s t e m s a n a l y s i s d e v e l o p e d f o r the p h y -

s i c a l s c i e n c e s to new a p p l i c a t i o n s i n s o c i a l and economic p r ob l em 

a r e a s . 1 Of the many p o t e n t i a l m o d e l i n g e f f o r t s a p p r a i s e d , s y s t e m s 

a n a l y s i s m e t h o d o l o g y seemed to o f f e r the t ype o f a n a l y t i c c a p a b i l i -

t y n e c e s s a r y to fo rm a ba se f o r s y s t e m a t i c o r g a n i z a t i o n o f economic 
P O A C C 

i n f o r m a t i o n and to a n a l y z e complex and dynamic s y s t e m s . ' ' * * 

There are many book s and a r t i c l e s on the t h e o r y o f s y s t e m 
a n a l y s i s . Two s o u r c e s a re s u g g e s t e d . For the h i g h l y t e c h n i c a l 
a n a l y s i s o f the t h e o r y , s e e : Herman K o e n i g , et a l . , Analysis of 
Discrete Physical Systems (New Y o r k : M c G r a w - H i l l , 1 9 6 6 ) . Fo r an 
e x c e l l e n t q u a l i t a t i v e d e s c r i p t i o n o f the mean ing and s t r u c t u r e o f 
s y s t e m a n a l y s i s , s e e : John G r i g g s , " E v a l u a t i n g the Con sequence s 
o f M a r k e t i n g Change : An A p p l i c a t i o n o f S y s t em T h e o r y " ( U n p u b l i s h e d 
P h . D . d i s s e r t a t i o n , M i c h i g a n S t a t e U n i v e r s i t y , 1 9 6 8 ) , C h a p t e r I V . 

2 
Edward P. H o l l a n d and R.W. G i l l e s p i e , Experiments on a 

Simulated Underdeveloped Economy ( C a m b r i d g e , M IT P r e s s , 1963 ) and 
Edward P. H o l l a n d , " S i m u l a t i o n o f an Economy w i t h Deve lopment and 
T rade P r o b l e m s , " American Economic Review 5 2 : 4 0 8 - 4 3 0 , 1962 . S i -
mul m a t i c s C o r p o r a t i o n , Dynamic Models for Simulating the Venezuelan 
Economy ( C a m b r i d g e : The S i m u l m a t i c s C o r p o r a t i o n , 1 9 6 6 ) . 

3 
R i c h a r d S t o n e , A Programme for Growth-3 Input-Output Rela-

tionships ( C a m b r i d g e : The MIT P r e s s , 1 9 6 2 ) . 
4 

James S . D u e s e n b e r r y , et a l . , The Bookings Quarterly Econom^c 
Model of the United States ( C h i c a g o : Rand M c N a l l y and Company, 
1 9 6 5 ) . See a l s o : L . R . K l e i n , "The S o c i a l S c i e n c e R e s e a r c h C o u n c i l 
E c o n o m e t r i c Model o f the U n i t e d S t a t e s , " Econometric Analysis for 
National Economic Planning ( L o n d o n : B u t t e r w o r t h s , 1 9 6 4 ) , pp. 1 2 9 -
169 . 

5 
Thomas J . M a n e t s c h , " S i m u l a t i o n and S y s t e m s A n a l y s i s o f the 

U . S . S o f t w o o d P l ywood I n d u s t r y , " ( U n p u b l i s h e d P h . D . d i s s e r t a t i o n , 
O regon S t a t e U n i v e r s i t y , 1 9 6 4 ) . 



To t e s t the f e a s i b i l i t y o f u s i n g s y s t e m s a n a l y s i s as a t o o l to im-

p r o ve the u n d e r s t a n d i n g o f ma rke t p r o c e s s e s , a r e l a t i v e l y s m a l l , 

a g g r e g a t e d model o f P u e r t o R i c o was d e v e l o p e d . 7 Comb in i ng o t h e r 

m o d e l i n g t e c h n i q u e s s u c h as i n p u t / o u t p u t a n a l y s i s and n a t i o n a l i n -

come m o d e l s , G r i g g s d e v e l o p e d a s y s t e m s a n a l y s i s f ramework w i t h 

e x p l i c i t d i s t r i b u t i o n f u n c t i o n s . The p u r p o s e o f the model was to 

a n a l y z e t he emp loyment - i n come e f f e c t s o f change s i n marke t p r o c e s s e s . 

B u i l d i n g on the P u e r t o R i c a n M o d e l , the R e c i f e S y s t e m s Model 

i s a s e c o n d g e n e r a t i o n model more c l o s e l y l i n k e d to p r i m a r y r e s e a r c h 

i n f o r m a t i o n and o f a s c a l e s u f f i c i e n t l y l a r g e and d i s a g g r e g a t e d to 

a l l o w more p i a n n e r - o r i e n t e d a n a l y s i s o f s p e c i f i c ma r ke t r e f o r m s and 
o 

t h e i r c o n s e q u e n c e s . T h u s , the R e c i f e S y s t e m s Model i s the f i r s t 

l a r g e - s c a l e q u a n t i t a t i v e m o d e l i n g e f f o r t d i r e c t l y l i n k e d to a s u r -

vey r e s e a r c h e f f o r t and s e r v i n g as a g u i d e f o r t he r e s e a r c h and , i n 

t u r n , r e c e i v i n g the i n f o r m a t i o n n e c e s s a r y to s t r u c t u r e and use t he 

mode l . 

I n t h i s c h a p t e r the R e c i f e S y s t e m s Model i s d e s c r i b e d and the 

ways i n wh i ch t h i s model can be u sed a re o u t l i n e d . F i r s t , the 

g e n e r a l s t r u c t u r e o f t he model i s p r e s e n t e d , f o l l o w e d by a d e t a i l e d 

d e s c r i p t i o n o f each o f the s e c t o r s i n the mode l . F i n a l l y , the s i x 

s t e p s n e c e s s a r y to use the model a re d i s c u s s e d . 

A g e n e r a l knowledge o f t he o p e r a t i o n o f the model and o f i t s 

f u n c t i o n a l r e l a t i o n s h i p s and p a r a m e t e r e s t i m a t e s i s r e q u i r e d f o r 

c r i t i c a l a p p r a i s a l o f the model and i t s r e s u l t s . The p r e s e n t d e s -

c r i p t i o n i s w r i t t e n to f a c i l i t a t e c r i t i c a l a p p r a i s a l by s t r e s s i n g 

the s t r u c t u r e , f l e x i b i l i t y and a s s u m p t i o n s o f the mode l . I t i s an 

a b b r e v i a t e d and s i m p l i f i e d v e r s i o n o f the f u l l d e s c r i p t i o n and a n a l -

y s i s o f the model f o u n d i n "A S y s t e m s Model f o r M a r k e t Deve lopment 

P l a n n i n g : N o r t h e a s t B r a z i l , " a d o c t o r a l d i s s e r t a t i o n by Thomas R. 

Webb. 

Reade r s n o t c o n c e r n e d w i t h the t e c h n i c a l a s p e c t s o f the model 

a p p r a i s a l s may w i s h to om i t the f o l l o w i n g two s e c t i o n s f rom t h e i r 

f i r s t r e a d i n g o f t h i s r e p o r t . They may w i s h to s k i p to the s e c t i o n 

headed " U s i n g the M o d e l - - A Gene ra l D e s c r i p t i o n . " 

Herman E. K o e n i g , et a l . , " S t a t e - S p a c e Mode l s o f E d u c a t i o n a l 
I n s t i t u t i o n s , " O r g a n i z a t i o n f o r Economic C o o p e r a t i o n and D e v e l o p -
ment , P r o c e e d i n g s o f the S econd I n t e r n a t i o n a l C o n f e r e n c e , P a r i s , 
J a n u a r y 2 5 - 2 7 , 1967 . 

7 J o h n E. G r i g g s , Evaluating the Consequences of Marketing 
Change: An Application of Systems Theory ( U n p u b l i s h e d P h . D . d i s -
s e r t a t i o n , M i c h i g a n S t a t e U n i v e r s i t y , 1 9 6 8 ) . 

* I b i d . , pp. 1 8 0 - 8 4 . 



For the reader i n t e r e s t e d i n the more t e c h n i c a l a p p r a i s a l 

of the model and i t s s t r u c t u r e , the f o l l o w i n g s e c t i o n s w i l l p r o -

v ide an e f f e c t i v e o v e r v i e w . Append ix B c o n t a i n s a more d e t a i l e d 

a n a l y s i s of the model. 

The General S t r u c t u r e o f the Model 

The R e c i f e Sys tems Model i s an economic p l a n n i n g model o f 

a r e g i o n a l s u b - s e c t o r o f N o r t h e a s t B r a z i l . The f o l l o w i n g d e s c r i p -

t i o n o f the model i s d i v i d e d i n t o two major c a t e g o r i e s . The f i r s t 

i s the d e s c r i p t i o n of the i n t e r n a l economic s t r u c t u r e o f the model. 

The second i s a d i s c u s s i o n o f the p l a n n e r - o r i e n t e d c h a r a c t e r i s t i c s 

o f the model. 

The I n t e r n a l Economic S t r u c t u r e - The i n t e r n a l economic 

s t r u c t u r e of the model c o n t a i n s b a s i c a c c o u n t i n g i d e n t i t y r e l a t i o n -

s h i p s , b e h a v i o r a l a s s umpt i on s c e n t r a l to the a n a l y s i s o f market 

r e f o r m s , and o t h e r r e l a t i o n s h i p s n e c e s s a r y to f a c i l i t a t e the a n a l -

y s i s of the m a r k e t - o r i e n t e d re form p rog rams . 

There are two d i s t i n c t l e v e l s i n the i n t e r n a l economic s t r u c -

tu re o f the model. The f i r s t l e v e l c o n s i s t s of d e f i n i n g the b a s i c 

i n t e r n a l economic sy s tem v i a a g r a p h i c d e s c r i p t i o n of the economy. 

T h i s i n c l u d e s d e f i n i n g the b o u n d a r i e s o f the s y s t em, d e t e r m i n i n g 

which s e c t o r s to i n c l u d e and the components w i t h i n s e c t o r s c o n s i d -

ered i m p o r t a n t , and the i n t e r - s e c t o r f l ows of goods and s e r v i c e s 

which l i n k s e c t o r s w i t h i n the s y s tem. Thu s , t h i s f i r s t l e v e l i s a 

s imp le map or t opog raphy o f the economic sy s tem which d e f i n e s b a s i c 

" a c c o u n t i n g i d e n t i t i e s . " An example o f t h i s type o f i d e n t i t y would 

be t a k i n g the f low of income to a consumer g r o u p , s p l i t t i n g t h a t 

f low a c c o r d i n g to average p r o p e n s i t i e s between f ood , consumer g o o d s , 

and o the r e x p e n d i t u r e s and s a v i n g s , then s p l i t t i n g food e x p e n d i t u r e s 

by l o c a t i o n of p u r c h a s e . 

The second l e v e l o f the i n t e r n a l economic s t r u c t u r e i s the s e t 

of b e h a v i o r a l a s s umpt i on s which make the economic sy s tem ac t as i t 

does . The f a c t o r s d e t e r m i n i n g ou tpu t of i n d u s t r y c l a s s e s , the r e l a -

t i o n s h i p between consumer p r i c e s and consumer l o c a t i o n o f pu rcha se 

are examples o f i m p o r t a n t r e l a t i o n s h i p s to c o n s i d e r . A wide v a r i e t y 

o f r e l a t i o n s h i p s cou ld be deve l oped , each w i th v a r y i n g degrees o f 

c o m p l e x i t y . I t i s impo r t an t to s t r e s s those r e l a t i o n s h i p s most 

r e l e v a n t to the p a r t i c u l a r problems under a n a l y s i s . For the R e c i f e 

model , market p r o c e s s a n a l y s i s i s the c e n t r a l c once rn ; t h u s , empha-

s i s i s on m a r g i n , s p o i l a g e , pu rcha se b e h a v i o r and food p r o d u c t i o n 

r a t h e r than on p r o d u c t i o n f u n c t i o n s f o r c a p i t a l goods i n d u s t r i e s . 



I f the model i s to be o r i e n t e d to p l a n n e r u s e , i t i s impo r -

t a n t to pe rmi t the u s e r of the model wide l a t i t u d e i n d e t e r m i n i n g 

the magn i tude and con ten t o f b e h a v i o r a l r e l a t i o n s h i p s . The u s e r 

o f the model may want to t e s t the e f f e c t o f a program under a 

v a r i e t y o f h y p o t h e s i z e d b e h a v i o r a l r e a c t i o n s to the change. And, 

when e v a l u a t i n g d i f f e r e n t p o l i c y p r o g r a m s , the u se r may want to 

s t r e s s the impor tance o f d i f f e r e n t b e h a v i o r a l r e l a t i o n s h i p s . What 

v a r i a b l e s are i n c l u d e d i n a g i v e n r e l a t i o n s h i p and the accu racy 

demanded from t h a t r e l a t i o n s h i p v a r y , t h e n , w i th the k i n d o f a n a l -

y s i s under taken and the na tu re of r e s u l t s d e s i r e d . For example, 

i f a re form program c e n t e r s on changes i n food d i s t r i b u t i o n , the 

a ccu racy o f p r o d u c t i o n f u n c t i o n s f o r consumer goods i s much l e s s 

impo r t an t than i f the market re forms were consumer goods o r i e n t e d . 

T h e r e f o r e , i n s t e a d o f r i g i d l y d e f i n i n g a l l o f the b e h a v i o r a l 

a s s u m p t i o n s , the i n t e r n a l s t r u c t u r e o f the model p r o v i d e s a f l e x i -

b le s t r u c t u r e to the u s e r . T h i s f l e x i b l e s t r u c t u r e pe rm i t s the 

u se r to e a s i l y change the degree o f r e l a t i o n s h i p between v a r i a b l e s , 

to add o t h e r v a r i a b l e s to a r e l a t i o n s h i p p e r c e i v e d impo r t an t i n the 

a n a l y s i s of p a r t i c u l a r programs or re form s i t u a t i o n s , or to b u i l d 

e n t i r e l y new r e l a t i o n s h i p s . 

For example, i n the d e t e r m i n a t i o n o f food p r o d u c t i o n , s p e c i a l 

modern and t r a d i t i o n a l p r oduce r s are d e f i n e d w i th a ve ry s imp le 

t r a n s i t i o n r e l a t i o n s h i p between the two t h a t moves l a n d from t r a d i -

t i o n a l to modern p r o d u c t i o n . But the e x t en t to which the s w i t c h i n g 

would take p l ace as a f u n c t i o n o f such v a r i a b l e s as f e r t i l i z e r 

a v a i l a b i l i t y and ou tpu t p r i c e s i s l e f t open f o r the u se r o f the 

model to d e f i n e . 

The next s e c t i o n b r i e f l y o u t l i n e s how the u se r o f the model 

can a l t e r the b e h a v i o r a l a s s umpt i on s o f the model th rough the use 

o f p l a n n e r e n t r y r o u t i n e s ( P E R s ) . 

P I a n n i n g - O r i en ted C h a r a c t e r i s t i c s o f the Model - The p l a n n i n g -

o r i e n t e d a spec t s o f the Rec i f e Systems Model can a l s o be c l a s s i f i e d 

i n t o two r a t h e r d i s t i n c t l e v e l s . The f i r s t i s the u s e r ' s a b i l i t y 

to change or r e f i n e the b e h a v i o r a l a s sumpt i on s w i t h i n the i n t e r n a l 

s t r u c t u r e r e l a t i v e to h i s p a r t i c u l a r a n a l y s i s r e q u i r e m e n t s . The 

second i s the manner i n which the p l anne r c o n t r o l s or i n f l u e n c e s 

the b e h a v i o r o f the sy s tem th rough the use o f a v a i l a b l e p o l i c y t o o l s . 

As s t a t e d i n the p r e v i o u s s e c t i o n , the i n t e r n a l s t r u c t u r e o f 

the model i s b u i l t to a l l ow the u se r to r e f i n e , add t o , o r change 

many o f the b e h a v i o r a l r e l a t i o n s h i p s assumed i n the i n t e r n a l s t r u c -

t u r e . The f l e x i b i l i t y r e t a i n e d i n the i n t e r n a l s t r u c t u r e p l a c e s an 

added burden on the u s e r of the model. He must dec ide the f i n a l 



c o m p o s i t i o n o f the b e h a v i o r a l c h a r a c t e r i s t i c s o f the economic s y s -

tem. In o r d e r to f a c i l i t a t e t h i s p r o c e s s , p l a n n e r e n t r y r o u t i n e s 

are deve loped which are c l u s t e r e d a round the i n t e r n a l economic 

s t r u c t u r e o f the model. These r o u t i n e s are the f o c a l p o i n t o f 

p l a n n e r i n t e r a c t i o n w i th the model. Most data i n p u t s r e q u i r e d by 

the i n t e r n a l s t r u c t u r e o f the model can be determined i n the p l a n -

ner e n t r y r o u t i n e s ; t h u s , they o f f e r to the u s e r the a b i l i t y to 

va r y a wide range o f b e h a v i o r a l and s t r u c t u r a l c o n d i t i o n s i n the 

s y s t em. For example, the l a b o r demanded by a p a r t i c u l a r i n d u s t r y 

type i s a f u n c t i o n o n l y of ou tpu t i n the i n t e r n a l s t r u c t u r e . I t 

i s s t r u c t u r e d , however, to pe rmi t the u s e r to expand t h a t r e l a t i o n -

s h i p to i n c l u d e a v a r i a b l e such as l e v e l o f c a p a c i t y u t i l i z a t i o n . 

T h i s r e l a t i o n s h i p would be deve loped i n a PER as an i n p u t to the 

i n t e r n a l s t r u c t u r e o f the model. Any number o f PERs can be b u i l t 

and a t t a ched to the core s t r u c t u r e i n t h i s way. 

I n the p r e s e n t model , two PERs are d e v e l o p e d - - D e c i s i o n R o u t i n e -

Consumer I and D e c i s i o n R o u t i n e - C a p i t a l I I . The purpose o f both 

r o u t i n e s i s to a l l o c a t e any s h o r t - r u n d i f f e r e n c e s between l o c a l s u p -

p l y and demand a c c o r d i n g to a p r e d e f i n e d s e t o f d e c i s i o n r u l e s . 

Consumer I a l l o c a t e s s u p p l y and demand d i f f e r e n c e s between the i n -

d u s t r y and r u r a l s e c t o r s and the urban d i s t r i b u t i o n s e c t o r f o r food 

and consumer g o o d s ; C a p i t a l I I hand le s s u p p l y and demand d i f f e r e n c e s 

f o r c a p i t a l equ ipment , farm i n p u t s , and c o n s t r u c t i o n m a t e r i a l s - - a l 1 

i n v e s t m e n t - o r i e n t e d goods . 

The second l e v e l o f p l a n n e r o r i e n t a t i o n i s i n c o n t r o l ( c o n t r o l 

i n the sense of a means to gu ide or i n f l u e n c e the b e h a v i o r of a s y s -

tem). G iven the economic b e h a v i o r o f the s y s t em, the p l a n n e r must 

r e l a t e the t o o l s at h i s d i s p o s a l , p o l i c y v a r i a b l e s such as t a x e s , 

c r e d i t , i n ve s tmen t i n c e n t i v e s , o r t e c h n i c a l a s s i s t a n c e , to t h e i r 

impact on the economic b e h a v i o r o f the s y s tem. P l a n n e r e n t r y r o u -

t i n e s are a l s o used to deve lop t h i s l i n k between p o l i c y v a r i a b l e s 

and economic b e h a v i o r . An i n ve s tmen t s e c t o r i s i n c l u d e d i n the model 

to p r o v i d e the framework i n which these impo r t an t r e l a t i o n s h i p s can 

be s t r u c t u r e d . 

Thu s , by u t i l i z i n g PERs a l r e a d y deve loped or by b u i l d i n g o t h e r 

p l a n n e r e n t r y r o u t i n e s , the p l a n n e r can a s s e s s the impact o f v a r i o u s 

economic a s s umpt i on s o r e v a l u a t e the e f f e c t o f d i f f e r e n t h y p o t h e s i z e d 

p o l i c y programs on the b e h a v i o r o f the sy s tem ove r t ime. 

With t h i s b r i e f i n t r o d u c t i o n to the na tu re o f the R e c i f e S y s -

tems Model s t r u c t u r e , the i n t e r n a l economic s t r u c t u r e o f the model 

i s d e s c r i b e d f i r s t i n gene ra l and then s e c t o r by s e c t o r , f o l l o w e d by 



an a n a l y s i s of the p l a n n e r e n t r y r o u t i n e s and how they a f f e c t the 

s t r u c t u r e and use o f the model. 

The I n t e r n a l S t r u c t u r e o f the Model 

The System 

D e f i n i n g the System - The b o u n d a r i e s o f the economic sy s tem 

i n c l u d e d i n the R e c i f e Sys tems Model are d e f i n e d a l ong g e o g r a p h i c 

l i n e s - - t h e urban cen te r o f R e c i f e and the f o u r s t a t e s immed ia te l y 

around R e c i f e (Pernambuco, A l a g o a s , S e r g i p e , and P a r a i b a ) . The 

m e t r o p o l i t a n area o f the county of R e c i f e , w i th a p o p u l a t i o n o f 

about 1 .5 m i l l i o n p e o p l e , i s the l a r g e s t urban c o n c e n t r a t i o n i n 

the N o r t h e a s t , and i t i s the major " s u p p l y town" f o r the f o u r s u r -

r ound i ng s t a t e s f o r both l o c a l l y p roduced goods and i m p o r t s . The 

r u r a l a rea has a p o p u l a t i o n o f a p p r o x i m a t e l y n ine m i l l i o n p e o p l e , 

w i th t w o - t h i r d s l i v i n g on farms and the remainder i n c i t i e s and 

sma l l towns i n the r e g i o n . Th i s r u r a l area i s the p r imary s u p p l i e r 

of s t a p l e food i terns to R e c i f e . Any l a r g e r r u r a l area would have 

f o r c e d the i n c l u s i o n o f ano the r l a r g e m e t r o p o l i t a n a r e a - - S a l v a d o r 

i n Bah i a to the s ou th and F o r t a l e z a i n Ceará to the n o r t h . 

The i n t e r n a l s t r u c t u r e o f the model f o c u s e s on the economic 

exchange r e l a t i o n s h i p s between R e c i f e and i t s f ood shed . The r u r a l 

area s u p p l i e s R e c i f e w i th f o o d , raw m a t e r i a l s , and some consumer 

goods f o r urban i n d u s t r y , d i s t r i b u t i o n , and f i n a l con sumpt i on . In 

t u r n , the urban cen te r p r o v i d e s the r u r a l a rea w i th consumer g o o d s , 

p r o c e s s e d f o o d , and a g r i c u l t u r a l s u p p l i e s and equipment from i t s 

i n d u s t r i a l and d i s t r i b u t i o n b a s e , as we l l as f i n a n c i a l and l o g i s -

t i c a l s u p p o r t . Impor t and e x p o r t s e c t o r s l i n k the d e f i n e d economic 

sy s tem to o t h e r p a r t s o f the N o r t h e a s t , to the C e n t e r - S o u t h and the 

r e s t o f B r a z i l , and to i n t e r n a t i o n a l m a r k e t s . Most i m p o r t a t i o n and 

e x p o r t a t i o n go th rough the p o r t o f R e c i f e o r a few major a s sembly 

markets near R e c i f e . The i n c l u s i o n o f impor t and e x p o r t s e c t o r s i s 

e x t reme l y i m p o r t a n t , because a s i g n i f i c a n t amount of r e g i o n a l income 

i s g ene r a t ed in the e x p o r t of commodit ies such as s u g a r and c o t t o n ; 

and, on the o t h e r s i d e , the r e g i o n i s dependent on the C e n t e r - S o u t h 

of B r a z i l f o r some food p r o d u c t s , much o f i t s consumer g o o d s , and 

a lmos t a l l o f i t s c a p i t a l equ ipment. 

D e f i n i n g the S e c t o r s - The b a s i c u n i t i n the i n t e r n a l s t r u c -

tu re o f the model i s the " s e c t o r . " There are many p o t e n t i a l ways 

i n which the sys tem can be broken down i n t o s e c t o r s . The d e f i n e d 

s e c t o r s i n the Rec i f e Systems Model are b u i l t r e l a t i v e to the major 



problems to which the model i s o r i e n t e d , the data base which i s 

a v a i l a b l e , and the l i m i t s of mathemat ica l f l e x i b i l i t y . 

The p r imary economic s e c t o r s i n the model are the consump-

t i o n - i n c o m e s e c t o r , the d i s t r i b u t i o n s e c t o r , the i n d u s t r y s e c t o r , 

and the r u r a l s e c t o r . These s e c t o r s form the c e n t r a l economic 

s t r u c t u r e o f the model. They are the s e c t o r s i n c l u d e d i n the most 

d e t a i l and those f o r which re forms are s i m u l a t e d and major impacts 

are measured. Because o f the importance o f i m p o r t a t i o n and e x p o r t -

a t i o n , an impor t s e c t o r and an e x p o r t s e c t o r are d e f i n e d . In o r d e r 

to " r ound o u t " the s t r u c t u r e o f the s y s t e m , a cong lomerate " o t h e r 

R e c i f e " s e c t o r i s b u i l t i n o r de r to f a c i l i t a t e the a n a l y s i s o f the 

i n t e r a c t i v e and dynamic e f f e c t s o f s e l e c t e d re form a l t e r n a t i v e s on 

the t o t a l s y s tem. These v a r i o u s s e c t o r s are f u r t h e r d e s c r i b e d be-

1 ow: 

1. Rec i f e Consumpt ion - Income S e c t o r . Th i s s e c t o r r e p r e s e n t s 
the urban Rec i f e c o n s u m e r s - - t h e i r income and e x p e n d i t u r e 
p a t t e r n s . 

2. The Rec i f e D i s t r i b u t i o n S e c t o r . Urban w h o l e s a l e and r e -
t a i l d i s t r i b u t i o n to f i n a l urban consumpt ion are i n c l u d e d 
i n t h i s s e c t o r . 

3. The R e c i f e I n d u s t r y S e c t o r . Th i s s e c t o r r e p r e s e n t s a l l 
manu f a c tu r i n g and p r o c e s s i n g done in the urban R e c i f e 
a rea . 

4. The Rura l S e c t o r , the l a r g e s t s e c t o r , i s a compos i te o f 
the f o u r - s t a t e area around R e c i f e i n c l u d i n g the p r o d u c -
t i o n and d i s t r i b u t i o n of food and non - f ood p r o d u c t s ; 
f i n a l farm consumpt ion o f f o o d , consumer g o o d s , and a g r i -
c u l t u r a l farm i n p u t s ; and f i n a l non - fa rm consumpt ion i n 
the s m a l l e r urban cen te r s o f the r e g i o n . 

5. The Other R e c i f e S e c t o r . Th i s s e c t o r c o n t a i n s a l l 
economic a c t i v i t y not e x p l i c i t l y d e f i n e d i n the o t h e r 
p r imary urban s e c t o r s . I t i n c l u d e s such a c t i v i t i e s as 
government , s e r v i c e s , and t r a n s p o r t a t i o n . 

The Mapping o f Flows - F i g u r e 11 .1 shows the i n t e r c o n n e c t i o n 

p a t t e r n between a l l s e c t o r s i n the model. The l i n e s ( edge s ) r e p r e -

s e n t the f low of a v e c t o r o f a group of goods between the economic 

s e c t o r s . Each f low i s an i n p u t to some s e c t o r and an ou tpu t o f 

a n o t h e r . C r i t e r i a f o r the i n c l u s i o n o f a f low edge between any two 

s e c t o r s were: 

1 . I s there a s i g n i f i c a n t f low i n the c u r r e n t s y s t em? 

2. I s i t l i k e l y t h a t there w i l l be a s i g n i f i c a n t f low i n 
the f u t u r e ? 

3. Would any o f the re form o p t i o n s or othe h y p o t h e s i z e d 
changes i n the sy s tem wa r r an t the use o r development 
of a f low between s e c t o r s ? 
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With t h i s map o f the s y s t em, the " s t r u c t u r e " o f the model 

i s d e f i n e d . W i t h i n each of the s e c t o r s , f u r t h e r breakdowns i n t o 

components are i n c o r p o r a t e d to d i f f e r e n t i a t e s i g n i f i c a n t " b e h a v i o r -

al d i f f e r e n c e s , " but i n a l l ca se s the r e l a t i o n s h i p s must be i n 

terms o f the i n t e r f a c e s or t e r m i n a l s o f the s e c t o r s , i . e . , where 

they connect to o t h e r s e c t o r s . Now each s e c t o r i n the model i s 

p r e s e n t e d i n more d e t a i l , f o l l o w e d by an e x p l a n a t i o n o f the p l a n n e r 

e n t r y r o u t i n e s . 

The Consumpt ion- Income S e c t o r 

The consumpt ion s e c t o r i s a major f u l c r um f o r the R e c i f e 

Sys tems Mode l . T h i s s e c t o r i s composed o f f i v e s ubc l a s s i f i c a t i o n s 

o f the consumers d i v i d e d by l e v e l o f income as shown i n Tab le 1 1 . 1 . 

Tab le 11 .1 D e f i n i t i o n o f Consumer C l a s s i f i c a t i o n s 

Income 
CI a s s 

Average 
Fami l y 
Income 
US$/Yr 

% o f 
Fami ly 

% o f Tota l 
Cons umer 

Income 
Generated 

Average 
P r o p e n s i t y to 
Consume Food a 

Very h i gh 15 ,000 1 11 9 .1 

H igh 9 ,500 2 11 14.9 

M i d d l e 3 ,700 25 48 36 .9 

Low 1 ,000 47 25 59 .6 

Very low 350 25 5 89. 

a D e f i n e d as the average pe rcen tage o f d i s p o s a b l e income spen t 
on food by each income c l a s s o f consumer s . 

SOURCE: Tab le s 4 .1 and 4 .2 o f t h i s r e p o r t . 

Income to each o f the se consumer types i s g e n e r a t e d from f i v e 

p o t e n t i a l s o u r c e s i n the model: 

1. From r u r a l income coming to R e c i f e and income gene r a t ed 
from the movement o f r u r a l l y p roduced commodit ies f l o w -
i n g t h r ough R e c i f e to e x p o r t . 

2. From the d i s t r i b u t i o n s e c t o r i n the form o f d i r e c t l a b o r 
wages and d i s t r i b u t e d p r o f i t s . 

3. From the i n d u s t r y s e c t o r as d i r e c t l a b o r wages i n d i s -
t r i b u t i o n and m a n u f a c t u r i n g and d i s t r i b u t e d p r o f i t s . 

4. From the o t h e r Rec i f e s e c t o r f o r wages g ene r a t ed i n 
government , c o n s t r u c t i o n , and o t h e r wage s o u r c e s ( such 



as s e r v i c e s ) and non-wage income ( such as net r e n t s , 
d i v i d e n d s , and i n t e r e s t payment s ) . 

The "Open" o r " Q u a s i - C l o s e d " System - In the R e c i f e Sys tems 

Model i t i s p o s s i b l e to assume e i t h e r t ha t the t o t a l ra te o f income 

g e n e r a t i o n f o r each consumer type i s e x o g e n o u s l y g i v e n to the con -

sumpt ion s e c t o r o r t h a t i t i s d e r i v e d i n t e r n a l l y from the income 

gene r a t ed from the o t h e r s e c t o r s i n the model. The f i r s t assumes 

an " open " s y s tem and the second assumes a " q u a s i - c l o s e d " s y s t em. 

Us i ng the model i n an open sense pe rm i t s exogenous d e t e r m i n a -

t i o n o f demand and the l e v e l o f income gene r a t ed from t h a t demand 

l e v e l . T h i s expose s any wide d i s p a r i t i e s t h a t a r i s e between expen-

d i t u r e s and income gene ra ted by the s y s tem f o r t h a t g i v e n l e v e l o f 

demand. F u r t h e r , i t demons t ra te s the l e v e l o f demand n e c e s s a r y to 

" s u p p o r t " the p r o d u c t i v e s y s tem at a g i v e n l e v e l under c u r r e n t 

t e c h n i c a l and s t r u c t u r a l r e l a t i o n s h i p s . 

In t h i s model , a s i m u l t a n e o u s s o l u t i o n i s not used when the 

model i s " c l o s e d . " The s y s tem i s c l o s e d th rough the s e q u e n t i a l 

g e n e r a t i o n o f income from time p e r i o d to t ime p e r i o d . Th i s p r o c e s s 

i s c a l l e d " q u a s i - c l o s e d " ( see Append ix B ) . The i n i t i a l income i s 

assumed to r e p r e s e n t the income at the b e g i n n i n g o f the time p e r i o d 

and, as changes take p l a ce w i t h i n the s y s tem ( i n such t h i n g s as 

p r i c e , s hopp i n g b e h a v i o r , e t c . ) d u r i n g the g i v e n time p e r i o d , a new 

income " r a t e " i s g e n e r a t e d . The r a te at the end o f the time p e r i o d 

becomes the i n i t i a l income r a te f o r the next time p e r i o d . At be s t 

t h i s i s an a v e r a g e , but s o , t o o , i s t h a t deve loped i n a s i m u l t a n e o u s 

s o l u t i o n . Under the s i m u l t a n e o u s s o l u t i o n , the r a te i s the average 

ove r the time p e r i o d . 

U s i n g the model as " q u a s i - c l o s e d " pe rm i t s a n a l y s i s o f the mu l -

t i p l i e r e f f e c t o f changes i n the s y s tem i n one time p e r i o d and t h e i r 

r e p e r c u s s i o n s t h rough t ime. I n measu r i ng the e f f e c t s o f some of the 

re fo rm o p t i o n s i n t r o d u c e d i n t o the mode l , t h i s w i l l be an i m p o r t a n t 

c o n s i d e r a t i o n . But when the model i s c l o s e d , i t becomes more impo r -

t a n t to have a l l income s o u r c e s we l l d e f i n e d and have a c cu r a t e e s t i -

mates o f pa rameter s s p l i t t i n g the income f low between each s o u r c e o f 

income and each r e c e i v i n g consumer t ype . 

The S t r u c t u r a l R e l a t i o n s h i p s - - E x p e n d i t u r e P a t t e r n s - G iven the 

income to each consumer t y p e , e i t h e r exogenous to the model o r from 

the s o l u t i o n o f the r a te of income g e n e r a t i o n w i t h i n the model , e x -

p e n d i t u r e p a t t e r n s are deve loped f o r each t ype . The f i n a l r e s u l t i s 

the l e v e l o f e x p e n d i t u r e s by each consumer type i n the f o l l o w i n g 

c a t e g o r i e s : 

11-11 



1. Food e x p e n d i t u r e s i n : 

a. Modern food o u t l e t s 
b. T r a d i t i o n a l food o u t l e t s 
c. Other food o u t l e t s 

2. Consumer goods e x p e n d i t u r e s i n : 

a. Modern food o u t l e t s 
b. T r a d i t i o n a l food o u t l e t s 
c. Modern n o n - f o o d o u t l e t s 
d. T r a d i t i o n a l n o n - f o o d o u t l e t s 

3. Other e x p e n d i t u r e s on: 

a. A u t o m o b i l e - t r a n s p o r t a t i o n 
b. S e r v i c e s 
c. H o u s i n g - r e n t 
d. M i s c e l l a n e o u s 

4. Consumer goods pu r cha sed d i r e c t l y from i m p o r t a t i o n 
and not f l o w i n g t h rough the d i s t r i b u t i o n s e c t o r 

5. Taxes 

6. S a v i n g s 

Two d e f i n i t i o n s are needed at t h i s p o i n t i n the d i s c u s s i o n . 

F i r s t , ave rage p r o p e n s i t y to consume i s d e f i n e d as the p r o p o r t i o n 

o f d i s p o s a b l e income spen t i n a g i v e n c a t e g o r y o f consumpt ion 

( 1 - 4 above) f o r each c l a s s o f consumers . Second , the average s h o p -

p i n g p r o p e n s i t y i s d e f i n e d as the p r o p o r t i o n o f a g i v e n c a t e g o r y 

o f e x p e n d i t u r e s which i s s pen t i n a g i v e n l o c a t i o n ( the l e t t e r s 

under each numbered c a t e go r y above ) . 

The l e v e l o f these f i n a l e x p e n d i t u r e s by l o c a t i o n o f pu rcha se 

i s a f u n c t i o n of the t o t a l income gene ra ted to an income c l a s s i f i -

c a t i o n , the average p r o p e n s i t i e s to consume, the average s hopp i n g 

p r o p e n s i t i e s , and the r e l a t i v e p r i c e s between the o u t l e t s i n the 

d i s t r i b u t i o n s e c t o r . F i g u r e 11.2 o u t l i n e s the s t r u c t u r e o f a t y p i -

cal consumer c l a s s . 

B r i e f l y , g i v e n t o t a l income, t axe s are d e l e t e d to o b t a i n d i s -

po s ab l e income. Th i s d i s p o s a b l e income i s s p l i t a c c o r d i n g to the 

average p r o p e n s i t i e s to consume f o o d , consumer goods and o t h e r e x -

p e n d i t u r e s , and the ave rage p r o p e n s i t y to s a ve . I n t e r m e d i a t e 

e x p e n d i t u r e s are determined based on the amount of i n c rementa l 

r ea l income gene ra ted from s h i f t s i n buy i ng b e h a v i o r from the l a s t 

time p e r i o d w i t h i n each consumer t ype . As consumers s h i f t to lower 

p r i c e d o u t l e t s , i t i s assumed t ha t they w i l l i n i t i a l l y buy the same 

q u a n t i t y in the new purchase o u t l e t as i n the o l d . Some money w i l l 

be l e f t a f t e r the same amount i s bought at lower p r i c e s . The 

amount of " f r e e d income" or i n c rementa l rea l income gene ra ted i s a 

f u n c t i o n of the r e l a t i v e p r i c e s between r e t a i l o u t l e t s and the de-

gree to which s hopp i ng p r o p e n s i t i e s s h i f t e d i n f a v o r o f the lower 

p r i c e d o u t l e t s . The f r eed income can be s pen t a c c o r d i n g to the 
11-12 



F i g u r e 11.2 I n t e r n a l Component S t r u c t u r e o f a T y p i c a l Consumer Type 
The Consumpt ion- Income S e c t o r 

To 
D I STR IBUT ION 

SECTOR 

D i r e c t IMPORTS 
from South o f 
Consumer Goods 

To 
OTHER RECIFE 

SECTOR 

The S p l i t of t o t a l food and 
consumer goods e x p e n d i t u r e s 
by the ave rage p r o p e n s i t y 
to shop by o u t l e t s i n the 
D i s t r i b u t i o n S e c t o r 

The s p l i t of t o t a l 
o t h e r expendi t u r e s 
i n t o the f o u r c a t e -
g o r i e s o f : T r a n s p o r t a t i o n , 
H o u s i n g , S e r v i c e s , Other 

THE RATE OF TOTAL INCOME GENERATION AT 
THE BEGINNING OF THIS TIME PERIOD ( t ) 
TO THIS ( j t h ) CONSUMER TYPE 

The Rate at which t o t a l 
income i s gene ra ted at 
the b e g i n n i n g of time 
p e r i o d ( t ) i s g i v e n exo-
g e n o u s l y f o r t h i s ( j t h ) 
consumer type 

PLANNER 
COMPARISON 

The r a t e at which t o t a l income 
i s g ene ra ted at the beqi nni ng 
o f t h i s time p e r i o d ( I . ( t ) ) i s : 

I At) = z [ ( P j ' M t - l ) ] 
J i = 1 1 1 

n 
P i 

I ^ t - 1 ) 

no. o f income s o u r c e s 
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ra te o f income gene ra ted 
by -\th s ou r ce at end o f 
l a s t t ime p e r i o d ( t - 1 ) . 

SECTORS GENERATING INCOME 
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EXPENDITURES 

SAVING 
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YES / I s 
System 

\ 0 p e n y 

NO 
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c u r r e n t a v e r a g e p r o p e n s i t i e s to consume ( i n the same manner as a l l 

the r e s t o f the income i s s p e n t ) o r a c c o r d i n g to a s e t o f m a r g i n a l 

p r o p e n s i t i e s ( a p p l i c a b l e o n l y to a d d i t i o n s i n i n c o m e ) . 

The nex t s t e p i s the f i n a l d e t e r m i n a t i o n o f e x p e n d i t u r e s . 

The r e a l income to the consumer i s no t o n l y a f f e c t e d by s h i f t i n g 

b u y i n g b e h a v i o r , bu t a l s o by the change i n the l e v e l o f p r i c e s 

w i t h i n r e t a i l o u t l e t s u s u a l l y c a u s e d by c o m p e t i t i v e r e a c t i o n w i t h -

i n the d i s t r i b u t i o n s e c t o r . T h u s , t h e r e i s a s e c o n d type o f i n c r e -

menta l r e a l income g e n e r a t e d to the con sumer s as a f u n c t i o n o f the 

change i n r e l a t i v e p r i c e s f rom the l a s t t ime p e r i o d wi t h i n r e t a i l 

o u t l e t s . T h i s i s computed u s i n g the same a s s u m p t i o n s on f r e e d i n -

come d e r i v e d f rom b u y i n g the same q u a n t i ty and then s p e n d i n g t h a t 

f r e e d income a c c o r d i n g to a p r e d e f i n e d s e t o f a v e r a g e o r m a r g i n a l 

p r o p e n s i t i e s . The r e s u l t i s the a l l o c a t i o n o f f i n a l e x p e n d i t u r e s 

a c c o r d i n g to the l i s t d e f i n e d a t the b e g i n n i n g o f t h i s s e c t i o n . 

The I n c l u s i o n o f I n c r e m e n t a l Changes i n Real Income - The 

ma jo r p u r p o s e f o r i n t r o d u c i n g r e a l income change s i n t o the model 

i s to show how c h a n g i n g r e l a t i v e p r i c e s t r u c t u r e s and c h a n g i n g 

consumer b e h a v i o r c o u l d i n d u c e i n c r e a s e s i n the r e a l w e a l t h o f 

f i n a l con sumer s and change s i n income d i s t r i b u t i o n . A l t h o u g h t h i s 

i s an i n i t i a l a t t e m p t , i t has p r o ven v e r y u s e f u l i n the a n a l y s i s 

o f r e f o r m o p t i o n s imp lemented i n the d i s t r i b u t i o n s e c t o r . As 

s t a t e d , i n c r e m e n t a l r e a l income i s d e r i v e d f rom c h a n g i n g consumer 

b u y i n g h a b i t s and f rom c h a n g i n g p r i c e s w i t h i n the d i s t r i b u t i o n 

s e c t o r . I t i s i m p o r t a n t to e x p l a i n the impac t on the e l a s t i c i t y 

a s s u m p t i o n s wh i ch t h i s s t r u c t u r e i m p l i e s . 

The mean ing o f e l a s t i c i t y has been b roadened w i t h the i n c l u -

s i o n o f i n c r e m e n t a l r e a l income c h a n g e s . N o r m a l l y , the s u b s t i t u -

t i o n and income e f f e c t s a s s o c i a t e d w i t h l owe r p r i c e s a re p r o d u c t -

o r i e n t e d . H e r e , the mean ing o f e l a s t i c i t y i s w idened to i n c l u d e 

the income and s u b s t i t u t i o n e f f e c t s between i n s t i t u t i o n s , i . e . , 

modern and t r a d i t i o n a l r e t a i l o u t l e t s . 

The consumer s u b s t i t u t e s i n f a v o r o f the l o w e r p r i c e d o u t -

l e t s , wh i ch c r e a t e s i n c r e a s e s i n r e a l income and p e r m i t s the c o n -

sumer to a t t a i n a h i g h e r i n d i f f e r e n c e c u r v e . The b reak between 

the s u b s t i t u t i o n and income e f f e c t s i s a t the p o i n t o f b u y i n g the 

same q u a n t i t y o r b a s k e t o f g o o d s , i . e . , H i c k s ' d e f i n i t i o n o f " a p -

p a r e n t r e a l i n c o m e . " 9 T h u s , i n the s u b s t i t u t i o n e f f e c t , p e r f e c t 

9 M i l t o n F r i e d m a n , Price Theory ( C h i c a g o : A l d i n e , 1 9 6 6 ) , 
p. 51 . 



n e l a s t i c i t y i s a s sumed. When the income e f f e c t i s i n c l u d e d , the 

f i n a l e l a s t i c i t y a s s u m p t i o n i s somewhere between p e r f e c t i n e l a s -

t i c i t y and u n i t a r y e l a s t i c i t y (an a s s u m p t i o n j u s t i f i e d i n most 

consumer r e s e a r c h i n d e v e l o p i n g c o u n t r i e s ) . 1 0 

By c a r e f u l m a n i p u l a t i o n o f the a v e r a g e p r o p e n s i t y to s h o p , 

i t i s p o s s i b l e to w iden the r ange o f p e r m i s s i b l e e l a s t i c i t y 

i n f i n i t e l y . F u r t h e r , d e v e l o p i n g a p l a n n e r e n t r y r o u t i n e f o r the 

a v e r a g e p r o p e n s i t y to shop w o u l d a l l o w the d e f i n i t i o n o f e l a s t i c i t y 

to i n c l u d e s u ch i m p o r t a n t v a r i a b l e s as consumer a t t i t u d e s , l o c a -

t i o n o r a v a i l a b i l i t y o f o u t l e t s , and p r o d u c t m i x . 

The D e f i n i t i o n o f U n i t s and P r i c e s - The f l o w s wh i ch have 

been d e f i n e d i n t h i s s e c t o r a re money f l o w s o f e x p e n d i t u r e s o r i n -

come. Each o f t h e s e f l o w s i s composed o f some number o f p h y s i c a l 

u n i t s f l o w i n g between two p o i n t s , and a p r i c e p e r u n i t a s s o c i a t e d 

w i t h t h a t p h y s i c a l f l o w . Fo r e x a m p l e , 

E x p e n d i t u r e s P r i c e / U n i t Number o f 
on o f x U n i t s 

Food Food o f Food 

U n i t s and p r i c e s must be d e f i n e d i n o r d e r to e v a l u a t e some o f the 

r e f o r m s and to d e v e l o p t he change s i n r e a l income f rom s h i f t i n g 

s h o p p i n g b e h a v i o r and c h a n g i n g p r i c e s . 

The b a s i c d e f i n i t i o n o f a " u n i t " i s t h a t package o f goods 

wh i ch an a v e r a g e f a m i l y p u r c h a s e d i n the i n i t i a l t ime p e r i o d (one 

y e a r ) . 1 1 T h i s u n i t w i l l be r e f e r r e d to as a CUG o r a "common u n i t 

o f g o o d s . " There a re f o u r b a s i c CUG p a c k a g e s d e f i n e d : 

1. Food 

2. Consumer n o n - d u r a b l e goods 

3. O t h e r e x p e n d i t u r e s ( r e n t s , s e r v i c e s , t r a n s p o r t a t i o n ) 

4 . S a v i n g s 

The s e c o n d CUG c a t e g o r y i s s u b d i v i d e d i n t o consumer goods p u r c h a s e d 

i n f o o d o u t l e t s and consumer goods p u r c h a s e d i n n o n - f o o d m e r c h a n d i s -

i n g o u t l e t s . 

Fo r e x a m p l e , s e e : R o b e r t D. S t e v e n s , The E l a s t i c i t y of 
Food Consumption Associated with Changes in Income in Developing 
Countries, F o r e i g n A g r i c u l t u r a l Economic R e p o r t No. 2 3 , E conomic s 
R e s e a r c h S e r v i c e ( W a s h i n g t o n : U . S . Depa r tment o f A g r i c u l t u r e , 
1 9 6 5 ) . 

1 1 G r i g g s , op. c i t . , pp. 127 and 129 . 



I n o r d e r to a t t a ch numbers to the u n i t s and p r i c e s , the 

f i r s t s t ep i s to i n p u t to the model the number o f f a m i l i e s i n 

R e c i f e at the b e g i n n i n g o f the i n i t i a l time p e r i o d and the e x -

pected change i n t h a t number ove r the time of the s i m u l a t i o n . 

T h i s w i l l equal the number of CUGs at the i n i t i a l p o i n t i n t ime. 

The p r i c e per CUG i s the e x p e n d i t u r e s f o r t ha t c a t e g o r y d i v i d e d 

by the number o f CUGs. The meaning o f p r i c e , t hen , i s the a v e r -

age c o s t to an average f a m i l y f o r t h a t c a t e g o r y o f good s . Table 

1 1 . 2 , taken from some p r e l i m i n a r y s i m u l a t i o n s o f the consumpt ion 

s e c t o r , f u r t h e r e x p l a i n s t h i s p o i n t . 

For example, the average f a m i l y pays US$740 f o r food i n one 

y e a r . The very low income f a m i l y would buy l e s s than one CUG and 

thus spend l e s s per f a m i l y ; l i k e w i s e , the h i gh income f a m i l y buys 

more than one CUG per f a m i l y and thus pays more per f a m i l y . The 

compar i son between the p r i c e o f a CUG f o r the h i gh income c l a s s 

and the low income c l a s s i s dependent on where they buy t h e i r 

CUGs and the r e l a t i v e p r i c e s i n those buy i ng l o c a t i o n s . I f the 

h i gh income c l a s s pu rcha sed r e l a t i v e l y more i n the modern food 

o u t l e t s (which were lower i n p r i c e than the t r a d i t i o n a l o u t l e t s ) , 

then the p r i c e per CUG to the h i gh income pe r son would be lower 

than the p r i c e to the low income p e r s o n . 

I t i s impo r t an t to unde r s t and the impact of chang ing rea l 

income on both the number o f CUGs consumed and the p r i c e s o f the 

CUGs. When a consumer s h i f t s food and/or consumer goods e x p e n d i -

t u r e s from one type of o u t l e t to a n o t h e r , he w i l l i n i t i a l l y con-

sume the same amount o f g o o d s , i . e . , the same number o f CUGs o f 

food and the same number of CUGs o f consumer good s . I f the p r i c e 

l e v e l i n the new o u t l e t o f pu rchase i s l o w e r , i n c rementa l rea l 

income i s g ene r a t ed . When t ha t f r e e d income i s s p l i t a c c o r d i n g 

to the c on sume r ' s average p r o p e n s i t y to consume, he w i l l be buy i ng 

more of a l l the t ypes o f CUGs d e f i n e d , a l t h o u g h the va lue o f e x -

p e n d i t u r e s on the CUGs w i t h lower p r i c e s w i l l be r e l a t i v e l y l ower . 

The p r i c e per u n i t i n the modern and t r a d i t i o n a l o u t l e t s has not 

v a r i e d , but the p r o p o r t i o n o f the u n i t s which the consumer buys 

i n each o u t l e t has a l t e r e d . Thu s , the average p r i c e per u n i t to 

the consumer w i l l have lowered ( t h a t p e r - u n i t p r i c e change w i l l be 

d i f f e r e n t f o r each consumer type depending on the amount of expen-

d i t u r e s s h i f t e d to the lower p r i c e d o u t l e t ) . 

Model En t r y P o i n t s - " E n t r y p o i n t s " are those parameter i n -

puts most l i k e l y to be changed w i th the imp lementa t i on o f a re fo rm 

o p t i o n . I t i s g e n e r a l l y on these e n t r y p o i n t s t ha t p l a n n e r en t r y 
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r o u t i n e s are d e f i n e d e i t h e r to e x p l a i n the b e h a v i o r a l a s s umpt i on s 

o r h y p o t h e s i z e the impact o f a p o l i c y v a r i a b l e change. The f o l l o w -

i n g are the most p e r t i n e n t u s e r - s u p p l i e d i n p u t s : 

1. I n i t i a l l e v e l o f consumer income from wage and non-
wage s o u r c e s f o r each consumer t ype . 

2. The e f f e c t i v e r a t e o f t a x a t i o n on t o t a l income by 
consumer t ype . 

3. The average p r o p e n s i t y to consume f o o d , consumer g o o d s , 
and o t h e r ( s e r v i c e s , r e n t s , e t c . ) ; and the average p r o -
p e n s i t y to save f o r each consumer c l a s s . 

4. The average p r o p e n s i t y to shop f o r food and consumer 
goods by type o f o u t l e t i n the d i s t r i b u t i o n s e c t o r . 

The D i s t r i b u t i o n S e c t o r 

The d i s t r i b u t i o n s e c t o r i s d e f i n e d as t ha t s e t o f channel 

r e l a t i o n s h i p s i n the urban area o f R e c i f e which s a t i s f y f i n a l con -

sumer demand. Thu s , t h i s s e c t o r i s consumer o r i e n t e d , and does 

no t c o n s i d e r the d i s t r i b u t i o n o f c a p i t a l g o o d s , i n t e r - i n d u s t r y 

d i s t r i b u t i o n , and some o f the s p e c i a l i z e d du rab l e goods such as 

a u t omob i l e s and t r u c k s . D i s t r i b u t i o n f o r these ca se s i s hand led 

w i t h i n the r e s p e c t i v e p r o d u c t i v e s e c t o r s o r the o t h e r R e c i f e s e c -

t o r . For example, the d i s t r i b u t i o n s t r u c t u r e and c o s t s f o r the 

c o n s t r u c t i o n m a t e r i a l s i n d u s t r y i n R e c i f e are i n c l u d e d w i t h i n the 

s t r u c t u r e o f t h a t i n d u s t r y t ype . 

The e x p o r t o f goods t h r ough the p o r t o f R e c i f e i s a n a l y z e d 

as p a r t o f the s u p p l y s e c t o r . For example , the e x p o r t o f s u g a r 

and c o t t on t h a t f l ow th rough R e c i f e from the r u r a l s e c t o r i s 

c o n s i d e r e d w i t h i n the r u r a l r e g i o n . The h a n d l i n g and d i s t r i b u t i o n 

c o s t s i n R e c i f e are d e f i n e d w i t h i n the r u r a l s e c t o r , w i t h the 

wages and v a r i a b l e c o s t s gene ra ted i n R e c i f e a s s i g n e d to the ap-

p r o p r i a t e urban s e c t o r s . 

D e f i n i n g D i s t r i b u t i o n Types - The d i s t r i b u t i o n s e c t o r i s 

d i v i d e d i n t o s i x d i s t r i b u t i o n t y p e s . Each type r e p r e s e n t s a p a r -

t i c u l a r g r o u p i n g o f channel members, i n c l u d i n g w h o l e s a l e r s and 

r e t a i l e r s i n the R e c i f e a r ea . 

The c h a n n e l / o u t l e t t ypes d e f i n e d i n the d i s t r i b u t i o n s e c t o r 

are as f o l l o w s : 

1. Modern food c h a n n e l / o u t ! e t s . These i n c l u d e what has 
been d e f i n e d as modern r e t a i l e r s and t h e i r major who l e -
s a l e s u p p l i e r s i n the R e c i f e a rea . The b a s i c c r i t e r i a 
used f o r i n c l u s i o n o f a channel member i n t h i s group 
was whether h i s o p e r a t i o n a t the r e t a i l l e v e l i n v o l v e d 
s e l f - s e r v i c e s e l l i n g o f both food and consumer good s . 



2. T r a d i t i o n a l " t y p e 1" food c h a n n e l / o u t ! e t s . These are 
s t r e e t and p u b l i c markets and o t h e r a t o m i s t i c channel 
members, both w h o l e s a l e and r e t a i l , which ope ra te w i t h -
i n r e l a t i v e l y l a r g e economic g r o u p i n g s ( c a l l e d f a i r s ) 
a round the c i t y . Th i s channel i s c o n s i d e r e d to have 
both food and n o n - f o o d consumer goods f l o w i n g th rough 
i t . 

3. T r a d i t i o n a l " t y p e 2" food c h a n n e l / o u t l e t s . These are 
the sma l l and ne i ghbo rhood r e t a i l e r s and w h o l e s a l e r s 
t ha t ope ra te on an i ndependent b a s i s and are g e n e r a l l y 
not g rouped i n t o the type o f " m a r k e t s " d e f i n e d i n 
t r a d i t i o n a l " t y p e 1 . " They have f i x e d l o c a t i o n s f o r 
b u s i n e s s and some k i n d of " s t r u c t u r e " i n which b u s i n e s s 
i s c onduc ted , i . e . , a " s t o r e . " Th i s channel i s con -
s i d e r e d to have both food and n o n - f o o d consumer goods 
f l o w i n g t h rough i t . 

4. Other food c h a n n e l / o u t ! e t s . T h i s i s the g r o u p i n g of 
a l l o t h e r channe l s by which food reaches the f i n a l 
consumer. The r e s t a u r a n t t r ade makes up the major p o r -
t i o n o f t h i s t ype . 

5. Modern non - f ood c h a n n e l s . T h i s channel i s composed o f 
the l a r g e - s c a l e m e r c h a n d i s i n g methods c o n s i s t e n t w i t h 
department s t o r e s and d i s c o u n t h o u s e s . At the p r e s e n t 
t ime, o n l y two r e t a i l o u t l e t s i n Rec i f e are c l a s s i f i e d 
wi th i n t h i s g r oup . 

6. T r a d i t i o n a l n on - f ood c h a n n e l s . Th i s channel i n c l u d e s 
a l l o t h e r n o n - f o o d consumer goods t rade c a r r i e d out i n 
Reci f e . 

The S t r u c t u r a l R e l a t i o n s h i p s - The consumpt ion s e c t o r d e t e r -

mines the f i n a l demand p l a ced on the d i s t r i b u t i o n s e c t o r f o r f ood 

and consumer good s . G iven t h a t f i n a l demand, the i n p u t demand b ^ 

the d i s t r i b u t i o n s e c t o r f o r food and consumer goods to f u l f i l l 

f i n a l consumer demand and the d e t e r m i n a t i o n o f the demand f o r 

o t h e r i n p u t s must be c a l c u l a t e d . 

F i g u r e 11 .3 summarizes the type and s o u r c e s o f i n p u t s r e -

q u i r e d by the d i s t r i b u t i o n s e c t o r i n o r d e r to meet f i n a l demand 

and an o u t l i n e o f the computa t i ona l s t r u c t u r e . The demand f o r 

food and consumer goods by the s e c t o r i s a f u n c t i o n o f the l e v e l 

o f g r o s s marg i n . G ro s s m a r g i n , i n t u r n , i s a f u n c t i o n o f the 

l e v e l o f p r i c e per u n i t s a l e , s p o i l a g e , and c o s t per u n i t p u r c h a s e . 

The r e s u l t i s the t o t a l volume o f g o o d s , " goods t h r o u g h p u t , " which 

the d i s t r i b u t i o n s e c t o r must p u r c h a s e . The l o c a t i o n o f the p u r -

c h a s i n g ( f rom the l o c a l i n d u s t r y s e c t o r , the r u r a l s e c t o r , or im-

p o r t a t i o n ) i s determined i n the D e c i s i o n Rou t i ne -Consumer I a c -

c o r d i n g to the l e v e l o f l o c a l s u p p l y a v a i l a b l e and the " d e c i s i o n 

r u l e s " employed i n a l l o c a t i n g any s u r p l u s o r d e f i c i t t h a t e x i s t s 

between l o c a l s u p p l y and demand. 



F i g u r e 11 .3 D i s t r i b u t i o n S e c t o r — I n t e r n a l Component 
S t r u c t u r e o f a T y p i c a l D i s t r i b u t i o n Type 

Funds I n t e r n a l l y 
G e n e r a t e d . f o r P o t e n t i a l 

I n ve s tment 

D e t e r m i n a t i o n o f i n i t i a l or 
d e s i r e d l o c a t i o n o f pu rcha se 

SPOILAGE ( V . ) 

V s " • P s x Q s 

• ( s ) X Q f Qs 1 

• P s x Q s 

• ( s ) X Q f 

P s ' =
 P f 

The F i n a l D e t e r m i n a t i o n of the 
Pu r cha se L o c a t i o n i n Deci s i on 
Rou t i ne -Consumer I which a l l o c a t e s 
s h o r t - r u n d i f f e r e n c e s i n s u p p l y 
and demand which must be f u l f i l l e d 

VALUE OF GROSS MARGIN (M) 

M = (m) x V f 

m = % Gro s s M a r g i n 
on s a l e s 

FINAL SALES 
For t h i s Channe l /Ou t l e t Type 

V f - P f x Q f 

From Other 
Di s t r i bu t i on 
S e c t o r O u t l e t s 

TOTAL FOOD PURCHASES FOR 
ALL CONSUMER TYPES BY 
TYPE ( see Table 11 . 2 ) 

From Other 
Di s t r i bu t i on 
S e c t o r O u t l e t s 

TOTAL FOOD PURCHASES FOR 
ALL CONSUMER TYPES BY 
TYPE ( see Table 11 . 2 ) 

From Other 
Di s t r i bu t i on 
S e c t o r O u t l e t s 

TOTAL FOOD PURCHASES FOR 
ALL CONSUMER TYPES BY 
TYPE ( see Table 11 . 2 ) 

no te : V = Value of a f low 
Q = Volume of a f low 
P = P r i c e o f a f low 
( a l l per u n i t t ime) 11-20 



The l e v e l o f l a b o r demand and o t h e r v a r i a b l e c o s t s i s a 

f u n c t i o n o f the " goods t h r o u g h p u t " i n the s e c t o r . Thu s , chang ing 

s p o i l a g e w i t h o u t any changes i n f i n a l s a l e s w i l l s t i l l a l t e r the 

l e v e l o f l a b o r and o t h e r v a r i a b l e c o s t s i n p u t . Taxes are a f u n c -

t i o n o f g r o s s ma r g i n . Th i s i s assumed due to the na tu re o f the 

tax s t r u c t u r e i n B r a z i l based on the payment of a c e r t a i n p e r c e n t -

age of a " q u a s i " va lue added at each s t a ge i n the s y s tem. Re s i dua l 

net p r o f i t s are d i s t r i b u t e d or l e f t u n d i s t r i b u t e d . The d i s t r i b u t e d 

p r o f i t s go to the consumpt ion - income s e c t o r as consumer income. 

U n d i s t r i b u t e d p r o f i t s and d e p r e c i a t i o n are combined to g i v e the 

l e v e l of i n t e r n a l funds gene ra ted f o r p o t e n t i a l i n ve s tmen t o r 

hoa rd i ng. 

The Shopp ing P r o p e n s i t y M a t r i x and the D i s t r i b u t i o n S e c t o r -

I n the consumpt ion s e c t o r , one o f the major parameter i n p u t s i s 

the s hopp i n g p r o p e n s i t y m a t r i x . Th i s m a t r i x determines the l o c a -

t i o n o f pu rcha se f o r a l l the consumer t y p e s . I t i s impo r t an t to 

unde r s t and i t s i m p l i c a t i o n s on the o p e r a t i o n o f the d i s t r i b u t i o n 

s e c t o r because the a c t i o n s o f p a r t i c i p a n t s i n the d i s t r i b u t i o n s e c -

t o r w i l l , to a l a r g e e x t e n t , determine the degree to which consum-

er s w i l l s h i f t from one type o f o u t l e t to ano the r . I n the consum-

er s u r v e y s conducted i n R e c i f e , the consumers put h i gh p r i o r i t y on 

p r i c e and l o c a t i o n i n the cho i ce of p l ace o f p u r c h a s e . A l s o impor -

t an t i s the mix o f p r oduc t s o f f e r e d by the d i s t r i b u t i o n o u t l e t s . 

For example, u n t i l very r e c e n t l y , none o f the s e l f - s e r v i c e o p e r a t o r s 

o f f e r e d any f r e s h f r u i t s o r v e g e t a b l e s , and a l l such pu r cha se s had 

to be made i n the s t r e e t and p u b l i c ma r ke t s . With the i n c l u s i o n 

o f a more complete p r oduc t m i x , the s h i f t o f buy i ng h a b i t s may be 

a l t e r e d f u r t h e r . Thu s , the c h a r a c t e r i s t i c s o f the modern and t r a d -

i t i o n a l o u t l e t s must be e x p l i c i t l y d e f i n e d f o r each s i m u l a t i o n run 

i n o r de r to en su re t h a t the c o r r e c t s hopp i ng p r o p e n s i t y m a t r i x i s 

u sed. 

The S i g n i f i c a n c e of Modern and T r a d i t i o n a l Types - S p e c i f i c 

modern channel a r rangements are d e f i n e d i n the d i s t r i b u t i o n s e c t o r 

to pe rmi t the a n a l y s i s of demand and s u p p l y r e l a t i o n s h i p s under 

v a r i o u s assumed s t r u c t u r a l a r r angement s . The modern food channel 

i n c l u d e s l a r g e - s c a l e r e t a i l e r s and w h o l e s a l e r s which have a gene ra l 

p h i l o s o p h y of " l ow marg in and h i gh t u r n o v e r , " and a modern n o n - f o o d 

channel c o n s i s t i n g o f l a r g e - s c a l e m e r c h a n d i s i n g s t o r e s f o r more 

du r ab l e consumer good s . These modern types are i n c l u d e d i n the 

model to pe rmi t the a n a l y s i s o f the e f f e c t o f modern ized i n s t i t u -

t i o n s on (1 ) the h o r i z o n t a l c o m p e t i t i v e s t r u c t u r e w i t h i n the 



d i s t r i b u t i o n s e c t o r , (2 ) the consumer buy i ng h a b i t s and r e s u l t a n t 

e f f e c t s on income spen t on food vs n o n - f o o d con sumpt i on , and (3 ) 

the v e r t i c a l buy i n g p a t t e r n s and c o o r d i n a t i n g e f f o r t s o f the d i s -

t r i b u t i o n s e c t o r i t s e l f . 

The c h a r a c t e r i s t i c s o f the modern types can va ry between 

s i m u l a t i o n r u n s . For example, i n one i n i t i a l r u n , a l l s e l f - s e r v i c e 

o u t l e t s are i n c l u d e d i n the modern food c h a n n e l / o u t l e t t ype . I n 

o t h e r r u n s , o n l y the l a r g e vo lume, low marg in u n i t s are i n c l u d e d . 

The r e s u l t s show s i g n i f i c a n t d i f f e r e n c e s i n both buy ing and s e l l -

i n g . F u r t h e r , i t i s hoped t h a t the e f f e c t s on the t r a d i t i o n a l 

o p e r a t o r s o f c o m p e t i t i v e p r e s s u r e from the modern o p e r a t o r s can be 

shown. For example, t r a d i t i o n a l o p e r a t o r s can r e a c t to changes i n 

the d i s t r i b u t i o n s e c t o r by i n c r e a s i n g e f f i c i e n c y t h rough c o o r d i n a t -

ed a c t i o n o r by d ropp ing out o f the s y s tem. 

M a r g i n , S p o i l a g e , and I n p u t Demand - The d e t e r m i n a t i o n o f 

g r o s s marg in and s p o i l a g e are o u t s i d e the i n t e r n a l s t r u c t u r e o f 

the d i s t r i b u t i o n s e c t o r . They are en te r ed e xogenou s l y or t h rough 

p l a n n e r e n t r y r o u t i n e s . 

I t i s i m p o r t a n t to unde r s t and the i m p l i c a t i o n s o f chang ing 

e i t h e r the g r o s s marg in o r the r a te o f s p o i l a g e . Wi thout p rope r 

ad ju s tment s i n t he se h i g h l y r e l a t e d v a r i a b l e s , r e s u l t s cou ld be 

ve ry m i s l e a d i n g . For example, the e f f e c t o f l o w e r i n g a food mar-

g i n w h i l e h o l d i n g s a l e s and p r i c e c o n s t a n t would be to i n c r e a s e 

the demand f o r food by the d i s t r i b u t i o n s e c t o r ( o r to i n c r e a s e 

the c o s t per u n i t o f i n p u t , c a u s i n g the v a l u e , but not the q u a n t i -

t y , o f i n p u t to change ) . Thu s , c a r e f u l a n a l y s i s o f the e f f e c t s o f 

c hang i n g a marg in must be made be fo re any a l t e r a t i o n i s a t tempted. 

I n the case of s p o i l a g e r a t e , the i n te rdependence w i t h o t h e r 

f a c t o r s i s even more i m p o r t a n t . For example, when we reduce 

s p o i l a g e s i g n i f i c a n t l y , how w i l l the r e t a i l e r r e a c t ? W i l l he keep 

h i s p r e s e n t ac tua l marg in and cut p r i c e s i g n i f i c a n t l y , or w i l l he 

t r y to a ch i eve h i s c u r r e n t mark-up per u n i t , thus i n c r e a s i n g 

p r o f i t s but not l o w e r i n g the p r i c e ? F u r t h e r , how w i l l the poo r e r 

consumer r e a c t when l e s s o f the " s p o i l e d but s a l a b l e " goods are 

a v a i l a b l e to tho se who t r a d i t i o n a l l y buy them? ( Lower ing s p o i l a g e 

c ou l d h u r t the poo re r con sumer . ) 

The h i gh i n te rdependence o f p r i c e , c o s t , m a r g i n , and s p o i l -

age r a t e s demons t ra te s f u r t h e r the p o t e n t i a l u s e f u l n e s s o f PERs . 

There are a number o f assumed r e l a t i o n s h i p s which c o u l d be a p p l i e d 

under v a r i o u s h y p o t h e s i z e d e x t e r n a l , c o m p e t i t i v e , and reform s i t u a -

t i o n s . By not l i m i t i n g the o p e r a t i o n o f the model to one s e t o f 

1 1 - 2 2 



r e l a t i o n s h i p s , the a b i l i t y o f the model to deal w i t h b roade r p r o b -

lem a n a l y s e s i s enhanced. 

Model En t r y P o i n t s - The u s e r o f the model can a l t e r the 

magn i tude and r e l a t i o n s h i p s a s s o c i a t e d w i th the f o l l o w i n g impo r -

t a n t parameter i n p u t v a r i a b l e s i n the d i s t r i b u t i o n s e c t o r f o r each 

o f the c h a n n e l / o u t l e t t ypes d e f i n e d . W i t h i n the modern and t r a d i -

t i o n a l food o u t l e t s , a f u r t h e r breakdown between food and consumer 

goods i s p e r m i t t e d . 

1. The r e l a t i v e p r i c e i ndex (which r e l a t e s the average 
f i n a l s e l l i n g p r i c e i n modern o u t l e t s to the p r i c e i n 
the t r a d i t i o n a l o u t l e t s ) . 

2. The g r o s s marg in (which i s d e f i n e d as the d i f f e r e n c e 
between c o s t o f goods and s a l e s as a p r o p o r t i o n o f 
s a l e s ) . 

3. The r a te of s p o i l a g e as a p r o p o r t i o n o f s a l e s . 

4. The t e c h n i c a l c o e f f i c i e n t s f o r l a b o r , o t h e r v a r i a b l e 
c o s t s , and t a x e s . 

5. The breakdown o f the s ou r ce o f pu rcha se o f the raw 
m a t e r i a l i n p u t s , f o o d , and consumer goods between 
l o c a l i n d u s t r y , the r u r a l s e c t o r and i m p o r t a t i o n . 
(A t t h i s p o i n t , food may be f u r t h e r broken down i n t o 
p r o c e s s e d and n o n - p r o c e s s e d food c a t e g o r i e s . ) 

The R e c i f e I n d u s t r y S e c t o r 

T h i s s e c t o r c o n s t i t u t e s the i n d u s t r i a l p r o d u c t i v e e n t e r p r i s e s 

i n and around R e c i f e . The c r i t e r i a f o r i n c l u s i o n o f a f i r m i n the 

urban i n d u s t r y s e c t o r was whether i t s c o n t r i b u t i o n o f wages was p r i -

m a r i l y to the urban R e c i f e consumer. The model o f l o c a l R e c i f e 

i n d u s t r y c o n s i s t s of m a n u f a c t u r i n g , a s s e m b l i n g , and p r o c e s s i n g f i r m s 

c a t e g o r i z e d i n t o seven i n d u s t r y g roups o r types as f o l l o w s : 

1. A g r i c u l t u r a l i n p u t s p r o d u c t i o n 

2. P r o c e s s e d food p r o d u c t i o n 

3. Consumer goods p r o d u c t i o n 

4. C o n s t r u c t i o n m a t e r i a l s p r o d u c t i o n 

5. C a p i t a l equipment and o t h e r equ ipment , a s s e m b l y , 
and m a n u f a c t u r i n g 

6. I n d u s t r y s u p p l i e r p r oduc t s m a n u f a c t u r i n g 

7. A l l m a n u f a c t u r i n g and p r o c e s s i n g not e x p l i c i t l y 
i n c l u d e d i n the above c a t e g o r i e s 

W i t h i n each o f the seven d e f i n e d i n d u s t r y t ypes are the s u b -

i n d u s t r y d i v i s i o n s which make up the t o t a l i n d u s t r y t ype . A g r i c u l -



t u r a l i n p u t s are composed o f f e r t i l i z e r and i n s e c t i c i d e p r o d u c e r s . 

P r o c e s s e d food p r o d u c t i o n comes from a v a r i e t y o f s o u r c e s - - b e v e r a g e s , 

v e g e t a b l e o i l s , f r u i t and vege t ab l e p r o c e s s o r s , m i l k p r o c e s s o r s , 

f l o u r m i l l s (wheat and m a n i o c ) , candy and baby food p r o d u c e r s , and 

meat and p o u l t r y p r o c e s s i n g . Consumer goods are composed o f a 

d i v e r s e mix o f o p e r a t i o n s , such as soap p r o d u c t i o n , pot s and pan s , 

matches , p l a s t i c s , f u r n i t u r e , t e x t i l e s , c i g a r e t t e s , and e l e c t r i c a l 

a p p l i a n c e s . The s u p p l i e r p r oduc t s type i s g e n e r a l l y made up o f 

p a c k a g i n g manu f ac tu r e r s and o t he r such s u p p l i e r s of goods f o r use 

i n i n d u s t r y . In the R e c i f e area most c o n s t r u c t i o n m a t e r i a l s p r o -

d u c t i o n i s i n the form o f b r i c k s , cement, r o o f i n g , and wa l l t i l e s . 

Equipment m a n u f a c t u r i n g i s composed o f farm imp lement s , i r r i g a t i o n 

t u b e s , and f i n a l a s sembly of some p r o c e s s i n g mach i ne r y . The l a s t 

i n d u s t r y t y p e - - t h e " o t h e r " c a t e g o r y - - c o n t a i n s ve ry l i t t l e at the 

p r e s e n t t ime , w i th i t s main f i r m be ing a s m a l l - s c a l e o p e r a t i o n f o r 

the f i n a l a s sembly o f j eeps and smal l t r u c k s . 

The S t r u c t u r e of I n d u s t r y Types - The i n t e r n a l s t r u c t u r e o f 

each o f the seven i n d u s t r y t ypes d i f f e r s o n l y i n the method of 

d e t e r m i n i n g f i n a l ou tpu t s and the means by which these ou tpu t s are 

d i s t r i b u t e d . Three g r o u p i n g s o f the i n d u s t r y types have d i f f e r e n t 

means o f ou tput d e t e r m i n a t i o n and d i s t r i b u t i o n : ( 1 ) p r o c e s s e d foods 

and consumer goods p r o d u c t i o n , (2 ) the s u p p l i e r i n d u s t r y t y p e , and 

(3 ) the o t h e r f ou r i n d u s t r y t y p e s . 

Output D e t e r m i n a t i o n and D i s t r i b u t i o n -

Consumer Goods and P r o c e s s e d Food - The o u t p u t s o f these two 

types are g i v e n by a s imp le dynamic growth f u n c t i o n , which s t a t e s 

t h a t ou tpu t next time p e r i o d i s (1 + expected growth r a t e ) on the 

ou tpu t o f the type l a s t time p e r i o d . Thu s , the ou tpu t o f the type 

i s " d e t e r m i n e d " w i t h i n the i n d u s t r y s e c t o r and i s not d i r e c t l y a 

f u n c t i o n o f the f i n a l demand p l a ced on the i n d u s t r y t ype . Th i s does 

not mean, however , t h a t the ou tpu t i s not c o n d i t i o n e d by the expec -

t a t i o n s of demand by the f i r m s i n the i n d u s t r y t ype . 

The d i s t r i b u t i o n o f the ou tpu t o f these two types can go to 

R e c i f e , to the r u r a l s e c t o r f o r f i n a l r u r a l c on sumpt i on , or i n t o 

the S o u t h - e x p o r t s e c t o r . Output and i t s d i s t r i b u t i o n are f i n a l i z e d 

i n the D e c i s i o n Rout i ne -Consumer I as a f u n c t i o n o f l o c a l demand and 

the economic f l e x i b i l i t y o f the i n d u s t r y t y p e , g i v e n by the type and 

l e v e l o f d e c i s i o n r u l e s used i n the r o u t i n e . 

The use o f the D e c i s i o n Rou t i ne -Consumer I can a l t e r the p r e -

v i o u s l y determined o u t p u t . For example, one o f the d e c i s i o n r u l e s 

pe rm i t s a t i m e - v a r i a n t i n c r e a s e i n ou tpu t i f a d e f i c i t e x i s t s or a 



dec rea se i f a s u r p l u s e x i s t s . A l s o , the f i n a l a l l o c a t i o n o f a 

t o t a l ou tpu t may be changed w i t h i n the r o u t i n e depending on the 

d e c i s i o n r u l e s employed. 

The p o t e n t i a l e f f e c t s o f t h i s d e c i s i o n r o u t i n e on p r o c e s s e d 

foods and consumer goods i n d u s t r y types can be g r e a t . At one ex -

treme there can be t o t a l r i g i d i t y , i . e . , not a l l o w i n g the i n d u s t r y 

type to r e a c t to p o t e n t i a l s u r p l u s e s o r d e f i c i t s . O r , at the 

o t h e r ext reme, by n e g a t i n g any o f the above ou tpu t d e t e r m i n a t i o n , 

the i n d u s t r y type can be p e r m i t t e d to p a s s i v e l y accept whatever 

the d i s t r i b u t i o n s e c t o r demands, i . e . , complete demand r e a c t i o n or 

s u p p l y f l e x i b i l i t y . 

O t h e r , C o n s t r u c t i o n M a t e r i a l , C a p i t a l Equ ipment , and A g r i c u l -

t u r a l I npu t I n d u s t r y Types - The ou tpu t f o r each o f the f o u r t ypes 

i n c l u d e d i n t h i s s e c t i o n i s determined e x a c t l y as f o r the o t h e r 

types a l r e a d y d e s c r i b e d - - b y c a l c u l a t i n g a s imp le dynamic growth 

ra te based on the ou tpu t o f the type f o r the l a s t time p e r i o d . 

The major d i f f e r e n c e between the p r o c e s s e d food and consumer 

goods type and those i n c l u d e d here i s i n the a l l o c a t i o n o f the o u t -

put once i t i s determined. In the f i r s t c a s e , the ou tpu t s are 

f i r s t s p l i t , and then go to the D e c i s i o n Rou t i ne -Consumer I f o r 

f i n a l s o l u t i o n a c c o r d i n g to the p r e s c r i b e d s e t of d e c i s i o n r u l e s . 

In t h i s c a s e , the ou tpu t determined by the growth f u n c t i o n w i l l be 

the ac tua l ou tpu t o f the i n d u s t r y t ype . I t w i l l not be' changed by 

any f u t u r e a c t i o n w i t h i n the model w i t h i n a g i v e n time p e r i o d . 

For these f o u r i n d u s t r y t y p e s , a s e p a r a t e r o u t i n e very s i m i -

l a r to the Consumer I i s d e v e l o p e d , c a l l e d the D e c i s i o n R o u t i n e -

C a p i t a l I I . The major d i f f e r e n c e between the two r o u t i n e s i s t h a t 

C a p i t a l I I d e f i n e s the exac t a l l o c a t i o n p r o c e s s . B r i e f l y , C a p i t a l 

I I de te rmines the d i s t r i b u t i o n of the g i v e n ou tpu t o f each o f the 

f ou r i n d u s t r y t y p e s . A p r i o r i t y on demand i s g i v e n to l o c a l R e c i f e 

demand. I f ou tput remains, the r u r a l s e c t o r demand i s c o n s i d e r e d 

n e x t , f o l l o w e d by e x p o r t a t i o n o r i n v e n t o r y a c c u m u l a t i o n . 

The S t r u c t u r e of the S u p p l i e r I n d u s t r y Type - In t h i s i n d u s -

t r y t y pe , ou tpu t i s a f u n c t i o n o f the demand p l a ced on i t from the 

r u r a l s e c t o r and the i n t e r - i n d u s t r y demand from a l l o f the o t h e r 

i n d u s t r y t y p e s . The s u p p l i e r type produces c e r t a i n types o f f a c i l -

i t o r y i n p u t s such as packag i n g m a t e r i a l s which are l o c a l l y consumed 

by i n d u s t r y . I t was found i n the i n d u s t r y s t u d i e s done i n R e c i f e 

t h a t the f i r m s i n t h i s type were o f t e n c l o s e l y t i e d ( f r e q u e n t l y by 

owne r sh i p ) to the f i n a l goods p r o d u c i n g f i r m s . There , ou tput c l o s e -

l y c o r r e l a t e s the t o t a l f i n a l demand on the o t h e r i n d u s t r y t y p e s . 



I n p u t D e t e r m i n a t i o n and Sou r ce s o f Pu rcha se - Once the o u t -

put o f each o f the seven i n d u s t r y t ypes i s computed, the i n p u t s 

r e q u i r e d to produce t ha t ou tpu t are de te rmined . F i g u r e 11 .4 i s 

an example o f one i n d u s t r y type w i t h i n the s e c t o r . Raw m a t e r i a l 

demand i s composed o f a g r i c u l t u r a l and n o n - a g r i c u l t u r a l i n p u t s . 

F a c i l i t o r y i n p u t s are composed o f such c o s t s as p a c k a g i n g , t r a n s -

p o r t a t i o n , and o t h e r s u p p l i e s ; w h i l e o t h e r v a r i a b l e c o s t s i n c l u d e 

such t h i n g s as e l e c t r i c i t y , power, and a d v e r t i s i n g . D i r e c t l a b o r 

expenses are s p l i t between those n e c e s s a r y i n m a n u f a c t u r i n g and 

d i s t r i b u t i o n . A l l o f the se v a r i a b l e expenses are assumed to be 

a f u n c t i o n o f a t e c h n i c a l c o e f f i c i e n t ( r e l a t i n g the va lue o f i n -

put per u n i t v a l ue o f o u t p u t ) and the l e v e l o f o u t p u t . F i x ed 

cha rges and d e p r e c i a t i o n are based on c u r r e n t a s s e t va l ue and 

c a p a c i t y . P r o f i t s are dete rmined as a r e s i d u a l and are e i t h e r 

a l l o c a t e d as d i s t r i b u t e d o r u n d i s t r i b u t e d . U n d i s t r i b u t e d p r o f i t s 

and d e p r e c i a t i o n are combined to determine the l e v e l o f i n t e r n a l 

funds gene ra ted f o r p o t e n t i a l i n v e s t m e n t . 

Once the l e v e l o f i n p u t s i s s e t , the s o u r c e s o f pu rcha se 

are de te rmined . As i n d i c a t e d i n F i g u r e 1 1 . 4 , most o f the i n p u t s 

can come from more than one s e c t o r i n the model. 

En t r y P o i n t s - The growth r a t e s , t e c h n i c a l c o e f f i c i e n t s , and 

l o c a t i o n o f pu rcha se parameter s are a l l p o t e n t i a l p o i n t s o f p l a n n e r 

e n t r y . They form the b a s i c parameter i n p u t s i n t o the i n d u s t r y 

s e c t o r and are r e a d i l y open f o r v a r i a t i o n from one time p e r i o d to 

the nex t . A l s o , they may be f u n c t i o n s o f c a p a c i t y o r o t h e r v a r i -

ab l e s e x o g e n o u s l y g i v e n to the s y s tem. 

The Rura l S e c t o r 

The S t r u c t u r e of the Rura l S e c t o r - The s t r u c t u r e o f the 

r u r a l s e c t o r can be d i v i d e d i n t o f o u r p a r t s : 

1. Rura l farm and town consumpt ion 

2. P r o d u c t i o n d e t e r m i n a t i o n and e v a l u a t i o n o f f a c t o r 
i nputs 

3. Rura l ou tpu t markets 

4. Rura l i n p u t markets 

F i g u r e 11 .5 o u t l i n e s the major components i n the r u r a l s e c t o r 

and the r e l e v a n t b a s i c f l o w s . 

The f i n a l consumpt ion component i n the r u r a l s e c t o r i s com-

posed o f both farm and non - f a rm consumers l i v i n g i n the sma l l 

towns and c i t i e s s c a t t e r e d t h r o u g h o u t the f o u r - s t a t e a rea . 



F i g u r e 11.4 The R e c i f e I n d u s t r y S e c t o r — I n t e r n a l Component S t r u c t u r e 
o f a T y p i c a l I n d u s t r y Type: The P r o c e s s e d Food I n d u s t r y 
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The p r o d u c t i v e component i n the r u r a l s e c t o r i n c o r p o r a t e s 

a l l t ype s o f r u r a l o u t p u t . C o n c e n t r a t i o n i s on the p r o d u c t i o n o f 

food and f o o d - r e l a t e d p r oduc t s and the o p t i o n i s open to e x p l i c i t -

l y d e l i n e a t e s p e c i f i c p r oduc t s o r p roduc t t ypes w i t h i n the p r o d u c -

t i v e component between modern and t r a d i t i o n a l p r o d u c t i o n methods. 

I n c l u d e d i n the d i s t r i b u t i o n component are a l l a c t i v i t i e s 

a s s o c i a t e d w i th the d i s t r i b u t i o n o f a l l t ypes o f r u r a l ou tpu t 

w i t h i n the r u r a l a r ea . A g a i n , the emphas i s i s on the d i s t r i b u t i o n 

of food p r o d u c t s . Rura l a s s e m b l e r s , t r u c k e r s , and b r o k e r s are an 

i n t e g r a l p a r t o f t h i s component. For f i n a l consumer demand w i t h i n 

the r u r a l s e c t o r , the w h o l e s a l e and the r e t a i l f u n c t i o n s are added. 

The d e t e r m i n a t i o n o f r u r a l i n p u t s i s a f u n c t i o n o f the l e v e l 

o f t o t a l r u r a l ou tpu t and the t e c h n i c a l c o e f f i c i e n t s r e l a t i n g i n -

puts to o u t p u t s . S e v e r a l d i f f e r e n t types o f i n p u t s are i n c l u d e d , 

a long w i th the s o u r c e s o f pu rcha se f o r those i n p u t s from w i t h i n 

the r u r a l s e c t o r , from R e c i f e , o r from i m p o r t a t i o n . 

Rural F i n a l Consumption D e t e r m i n a t i o n - The d e t e r m i n a t i o n o f 

f i n a l consumpt ion e x p e n d i t u r e s f o r the r u r a l s e c t o r i s d i v i d e d 

i n t o farm and non - fa rm consumers . As i n the consumpt ion s e c t o r , 

the o p t i o n i s p r e s e n t f o r e i t h e r an " open " o r a " q u a s i - c l o s e d " 

s y s tem f o r r u r a l income g e n e r a t i o n . 

Once t h i s income i s d e f i n e d , i t i s s p l i t a c c o r d i n g to a v e r -

age p r o p e n s i t y to consume the f o l l o w i n g : 

1. Food 

2. Consumer goods 

3. M i s c e l l a n e o u s ( s e r v i c e s , r e n t s , t a x e s , e t c . ) 

4. S a v i n g 

The p rocedure i s performed s e p a r a t e l y f o r the farm and non - f a rm 

consumer; i t i s thus n e c e s s a r y to de f i ne average p r o p e n s i t i e s f o r 

both consumer t y p e s . 

Rura l S e c t o r Output De te rm ina t i on - The d e t e r m i n a t i o n o f o u t -

puts o f the r u r a l s e c t o r i s d i v i d e d i n t o two c a t e g o r i e s : modern-

t r a d i t i o n a l s p e c i a l t ypes and o t h e r r u r a l o u t p u t . T h i s i s done to 

permi t a p a r t i a l breakdown i n p r o d u c t s which are the most i m p o r t a n t 

o r on which s p e c i f i c s t udy i s d e s i r e d . 

M o d e r n - T r a d i t i o n a l S p e c i a l Types - The f i r s t c a t e go r y i n t o 

which r u r a l o u tpu t s are g rouped i s d e s i g n e d to pe rm i t s p e c i f i c 

a n a l y s i s of p r oduc t s or p roduc t g r o u p s . From one to f i v e types 

may be a n a l y z e d . For each o f the p r oduc t s c ho sen , the t o t a l ou tpu t 

i s d i v i d e d between modern and t r a d i t i o n a l o p e r a t o r s , w i t h the 



ou tpu t of each be ing the m u l t i p l e o f y i e l d ( p r o d u c t i v i t y ) and l and 

i n u se . T h u s , 

0 u t P u t mod = Y i e l d m o d x A r e amod 

0 u t P u t t r a d = Y i e l d t r a d x A r e a t r a d 

Tota l Output = 0 u t P u t
m o c | + 0 u t P u t t r a d 

T h i s type o f s t r u c t u r e pe rm i t s the s w i t c h i n g of l and from t r a d i -

t i o n a l to modern o p e r a t i o n s . I t a l s o pe rm i t s the model u s e r to 

make y i e l d o r l a n d use dependent on o t h e r v a r i a b l e s such as e x -

pected p r oduc t p r i c e s , i n p u t p r i c e s , l a b o r a v a i l a b i l i t y , equipment 

a v a i l a b i l i t y , c r e d i t and weather c o n d i t i o n s . 

For the d e t e r m i n a t i o n o f the ou tpu t o f the s p e c i a l modern 

and t r a d i t i o n a l t y p e s , the average y i e l d per hec ta re and the num-

ber o f h e c t a r e s under c u l t i v a t i o n are parameter i n p u t s . These 

i n p u t s are n e c e s s a r y f o r both the t r a d i t i o n a l and modern o p e r a t o r 

i n any s e t o f s p e c i a l p r o d u c t s o r p r oduc t g roups d e f i n e d . 

The p o t e n t i a l make-up o f these f i v e types can come from food 

p r o d u c t i o n , non - f ood a g r i c u l t u r a l p r o d u c t i o n , o r commodit ies which 

have both food and n o n - f o o d p r o d u c t s , such as c o t t o n . 

Other Rura l Output - The second c a t e g o r y f o r r u r a l ou tpu t 

d e t e r m i n a t i o n i n c l u d e s a l l r u r a l p r o d u c t i o n not e x p l i c i t l y c o n s i d -

ered i n the f i r s t s p e c i a l c a t e g o r i e s . T h i s ou tpu t i s d i v i d e d i n t o 

f o u r c l a s s e s : 

1. A g r i c u l t u r a l food p r o d u c t i o n 

2. A g r i c u l t u r a l n o n - f o o d p r o d u c t i o n 

3. E x t r a c t i v e i n d u s t r i e s 

4. A l l o t h e r ( such as m a n u f a c t u r i n g , p r o c e s s i n g , e t c . ) 

For the d e t e r m i n a t i o n o f ou tput i n each o f the f o u r c l a s s e s , a s i m -

p le growth f u n c t i o n i s assumed on the ou tpu t o f each c l a s s . 

Output ( t h i s time p e r i o d ) = (1 + growth r a t e ) 

x Output ( l a s t time p e r i o d ) 

Two s p e c i a l p r oduc t c l a s s e s are computed w i t h i n r u r a l ou tpu t d e t e r -

mi n a t i o n - - c o n s u m e r goods p r o d u c t i o n and p r o c e s s e d food p r o d u c t i o n , 

which are needed e x p l i c i t l y f o r the D e c i s i o n Rout ine -Consumer I . 

T h i s ou tpu t i s c o n s i d e r e d to be w i t h i n the f o u r t h c l a s s o f gene ra l 

o u t p u t s l i s t e d above, and i s i n c l u d e d i n t h a t ou tpu t f i g u r e . 

D i s t r i b u t i o n o f Rura l Output - A f t e r t o t a l ou tpu t i s d e t e r -

mined, the d i s t r i b u t i o n o f t h a t ou tpu t i s computed. A g r i c u l t u r a l 



food d i s t r i b u t i o n i n the r u r a l area i s hand led s e p a r a t e l y from the 

o t he r types o f o u t p u t . Food, i n p u t use ( such as s e e d ) , and on - f a rm 

consumpt ion are d e l e t e d , a l ong w i th any s p o i l a g e t a k i n g p l a ce be-

f o r e the f i r s t s a l e . The r ema in i ng q u a n t i t y o f food then e n t e r s 

the d i s t r i b u t i o n channel and i s s p l i t between the th ree p o t e n t i a l 

a rea s o f s a l e : to l o c a l r u r a l c on sumpt i on , to R e c i f e t h rough the 

urban d i s t r i b u t i o n s e c t o r , and to e x p o r t a t i o n . On each o f these 

f l o w s , d i f f e r e n t r a t e s o f s p o i l a g e and ma rg i n s are determined i n 

o r de r to o b t a i n the net q u a n t i t y and va lue o f goods a v a i l a b l e f o r 

s a l e at each s ou r ce o f p u r c h a s e . 

For a l l n on - f ood r u r a l p r o d u c t i o n , any l o s s i n d i s t r i b u t i o n 

i s dete rmined and a p p r o p r i a t e marg i n s added to ou tpu t va lue to ob -

t a i n the t o t a l p o t e n t i a l v a l ue o f s a l e s . T h i s o u t p u t va l ue i s 

s p l i t between the demand p l a c e d on t h a t ou tpu t by the R e c i f e d i s -

t r i b u t i o n and i n d u s t r y s e c t o r s , e x p o r t a t i o n , and l o c a l consumpt ion 

by f i n a l consumers and o t h e r i n d u s t r y i n the r u r a l s e c t o r . 

The exac t f l ows are not f i n a l i z e d u n t i l the D e c i s i o n R o u t i n e s 

Consumer I and C a p i t a l I I have a l l o c a t e d any d i f f e r e n c e i n the l o -

cal s u p p l y and demand s i t u a t i o n . 

Rural S e c t o r I n p u t D e t e r m i n a t i o n - I n p u t s must be d e f i n e d f o r 

each o f the f o u r types o f r u r a l p r o d u c t s and i n d e p e n d e n t l y f o r the 

s p e c i a l modern and t r a d i t i o n a l p r o d u c t t y p e s . The i n p u t s are d i v i d -

ed i n t o seven c a t e g o r i e s w h i c h , when summed, are equal to the va lue 

of t o t a l o u t p u t . They are as f o l l o w s : 

1. Di r e c t 1abor i nput 

2. Farm i n p u t s such as f e r t i l i z e r and i n s e c t i c i d e s 

3. Raw m a t e r i a l s i n p u t o f f ood p r o d u c t s 

4. Raw m a t e r i a l s i n p u t o f o t h e r p r o d u c t s 

5. Other v a r i a b l e c o s t s ( i n c l u d i n g t a x e s ) 

6. I n ve s tment expenses ( i n c l u d i n g the pu r cha se o f 
c o n s t r u c t i o n m a t e r i a l s , l a b o r , c a p i t a l and o t h e r 
equipment and c a p i t a l c o s t s ) 

7. Net p r o f i t 

The l a s t two are c o n s i d e r e d r e s i d u a l a l l o c a t i o n s and depend on the 

amount a v a i l a b l e a f t e r o t he r e xpen se s . I n the d e t e r m i n a t i o n o f 

these i n p u t s , d i f f e r e n t t e c h n i c a l c o e f f i c i e n t s are used f o r the 

modern and t r a d i t i o n a l o p e r a t o r s d e f i n e d and a t h i r d s e t o f c o e f f i -

c i e n t s i s used f o r the f o u r b a s i c c l a s s e s o f o t h e r r u r a l o u t p u t . 

A f t e r d e t e r m i n i n g the magni tude o f i n p u t demand, p o t e n t i a l 

s o u r c e s o f pu rcha se are c a l c u l a t e d . For example, a l l l a b o r w i l l 
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come from the r u r a l s e c t o r i t s e l f and thus gene ra te income to the 

f i n a l r u r a l consumers . Farm i n p u t s may come from R e c i f e i n d u s t r y , 

l o c a l r u r a l i n d u s t r y , or from i m p o r t a t i o n . The l o c a t i o n o f p u r -

chase i s not f i n a l i z e d at t h i s p o i n t , however. Those i n p u t s which 

are demanded from Rec i f e i n d u s t r y go to the C a p i t a l I I r o u t i n e i n 

o r d e r to determine i f the R e c i f e i n d u s t r y has s u f f i c i e n t a v a i l a b l e 

s u p p l y to meet the r u r a l demand. 

Summary C a l c u l a t i o n s and F i na l Supply -Demand A l l o c a t i o n s -

The f i n a l d e t e r m i n a t i o n o f the s o u r c e s o f pu rcha se f o r i n p u t s de-

manded by the r u r a l s e c t o r and the a l l o c a t i o n o f r u r a l ou tput to 

o t h e r p a r t s o f the economy can on l y be f i n a l i z e d a f t e r the d e c i -

s i o n r o u t i n e s are completed. 

The D e c i s i o n Rout ine -Consumer I de te rmines the d i s t r i b u t i o n 

o f r u r a l l y p roduced p r o c e s s e d food and consumer g o o d s , and the 

amount o f n o n - p r o c e s s e d food which R e c i f e demands from the r u r a l 

a r ea . F u r t h e r , t h i s r o u t i n e a l l o c a t e s the q u a n t i t y o f p r o c e s s e d 

food and consumer goods produced i n the Rec i f e i n d u s t r y s e c t o r to 

be made a v a i l a b l e to the r u r a l s e c t o r . 

The C a p i t a l I I r o u t i n e dete rmines i f the demand f o r c e r t a i n 

o f the i n p u t s r e q u i r e d by the r u r a l s e c t o r can be f u l f i l l e d by the 

R e c i f e i n d u s t r y s e c t o r . In ca ses where the s u p p l y i s i n s u f f i c i e n t , 

the demand i s t r a n s f e r r e d to i m p o r t a t i o n . 

The demands r e s o l v e d i n the d e c i s i o n r o u t i n e s are combined 

w i th the demands by f i n a l r u r a l consumers and i n p u t demands f o r 

the r u r a l p r o d u c t i o n . The t o t a l demand f o r goods by the r u r a l 

s e c t o r and the t o t a l s u p p l i e s which the s e c t o r can make a v a i l a b l e 

to meet those i n t e r n a l demands are compared. Any exce s s o f s u p p l y 

i n the f ou r c a t e g o r i e s i s e i t h e r a l l o c a t e d to s u r p l u s o r to e x p o r -

t a t i o n . Any exce s s i n demand i s a u t o m a t i c a l l y t r a n s f e r r e d to an 

i n c r e a s e i n i m p o r t a t i o n . 

F i n a l l y , the p r o p o r t i o n o f t o t a l e x p o r t s which f low th rough 

the p o r t o f R e c i f e are determined and the wages g ene r a t ed to the 

consumpt ion - i ncome s e c t o r i n R e c i f e are c a l c u l a t e d . These wages 

i n c l u d e such i tems as s t o r a g e and h a n d l i n g c o s t s . To determine 

the t o t a l consumer income gene ra ted to R e c i f e from the r u r a l s e c -

t o r , t h i s income i s added to the d i s t r i b u t e d p r o f i t s which are 

" s p e n t " i n R e c i f e ( p r i m a r i l y by h i g h e r income consumers ) f o r con-

sume r - o r i en ted good s . 

Model En t r y P o i n t s - I n the d e t e r m i n a t i o n o f g r o s s r u r a l 

ou tpu t and i t s d i s t r i b u t i o n , the f o l l o w i n g parameter s are o f the 

most impo r t ance : 



1. The y i e l d and area f o r the f i v e o r l e s s p r o d u c t s 
d e f i n e d i n the m o d e r n - t r a d i t i o n a l s p e c i a l c a t e g o r i e s . 

2. The growth r a te on o the r types o f r u r a l o u t p u t . 

3. The ra te of s p o i l a g e , on - f a rm consumpt ion and marg in s 
w i t h i n r u r a l p r o d u c t i o n and d i s t r i b u t i o n . 

For r u r a l consumpt ion d e t e r m i n a t i o n , g r o s s consumer income 

f o r r u r a l and town and average p r o p e n s i t i e s to consume are the 

most i m p o r t a n t . 

The most c r u c i a l i n p u t s i n the c a l c u l a t i o n of i n p u t s f o r 

consumpt ion and p r o d u c t i o n i n the r u r a l s e c t o r are the l o c a t i o n 

o f pu rchase parameter s on the t o t a l demand f o r i n p u t s and the 

t e c h n i c a l c o e f f i c i e n t s on the seven types of i n p u t s f o r modern, 

t r a d i t i o n a l , and o t h e r r u r a l o u t p u t . 

The Other R e c i f e S e c t o r 

Purpose and O r i e n t a t i o n - The o t h e r R e c i f e s e c t o r i s com-

posed o f a l a r g e c o n g l o m e r a t i o n o f economic a c t i v i t i e s . They are 

the a c t i v i t i e s about which the most l i m i t e d i n f o r m a t i o n i s a v a i l -

ab le and are l e s s impo r tan t than the o t h e r s f o r the a n a l y s i s o f 

the m a r k e t - o r i e n t e d re forms to be p r e s e n t e d . For the pu rpo se s o f 

t h i s model , t h i s s e c t o r ' s c o n t r i b u t i o n to the t o t a l framework l i e s 

i n two major a r e a s : 

1. As a g e n e r a t o r o f income f o r the consumpt ion s e c t o r 
from o t h e r urban economic a c t i v i t y , government and 
p u b l i c t r a n s f e r payments . 

2. As an i n ve s tment demand t r a n s f e r mechanism, i n v e s t -
ment e x p e n d i t u r e s are t r a n s l a t e d i n t o demands f o r 
l a b o r , c o n s t r u c t i o n m a t e r i a l s , and equ ipment. 

The o t h e r R e c i f e s e c t o r i s b u i l t i n t o the model to " r o u n d 

o u t " the economic s t r u c t u r e o f urban R e c i f e by i n c l u d i n g the o t h e r 

p r imary economic a c t i v i t i e s o f the c i t y . The s t r u c t u r e i s o r i e n t e d 

to f a c i l i t a t e more d e t a i l e d a n a l y s e s i n the o t h e r p r i n c i p a l s e c t o r s 

o f the model. 

The economic a c t i v i t y p r e s e n t i n t h i s s e c t o r i s d i v i d e d be-

tween n ine components: 

1. Automob i le and t r a n s p o r t a t i o n 

2. S e r v i c e i n d u s t r y 

3. Hous ing and r en t s 

4. C o n s t r u c t i o n demand 

5. C a p i t a l equipment demand 

6. Min imal s u b s i s t e n c e u n i t ( unaccounted f o r wages 
and " i n k i n d " t r a n s f e r s ) 



7. Government r e v e n u e s , e x p e n d i t u r e s , and p u b l i c 
t r a n s f e r payments 

8. Other m i s c e l l a n e o u s 

The f i r s t component, au tomob i l e and t r a n s p o r t a t i o n , emphas i ze s 

the s a l e s and s e r v i c e s a s s o c i a t e d w i t h the demand f o r v e h i c l e s i n 

the urban a rea . Th i s demand o r i g i n a t e s from a l l t h ree o f the o t h e r 

urban s e c t o r s ( c o n s u m p t i o n - i n c o m e , i n d u s t r y , and d i s t r i b u t i o n ) . The 

s e r v i c e i n d u s t r y i s p r i m a r i l y o r i e n t e d to f i n a l consumers i n R e c i f e . 

The f low o f a l l h o u s i n g expenses and r e n t payments e n t e r s the 

o t h e r R e c i f e s e c t o r . T h i s component a c t s as a t r a n s f e r agent f o r 

t he se payments . The a p p r o p r i a t e expenses a s s o c i a t e d w i t h m a i n t e -

nance , l a b o r , m a t e r i a l s , and taxes are d e l e t e d from t o t a l payments 

and the r ema in i ng net va l ue o f payments are c o n s i d e r e d a v a i l a b l e 

p r o f i t s to be d i s t r i b u t e d or u n d i s t r i b u t e d . 

The c o n s t r u c t i o n and c a p i t a l equipment components are i n v e s t -

ment t r a n s f e r agen t s f o r a l l the urban s e c t o r s i n the model . I n -

ves tment e x p e n d i t u r e s a r i s e p r i m a r i l y from the o t h e r s e c t o r s i n the 

s y s t e m , but there are a d d i t i o n s to t h a t demand from components w i t h -

i n the o t h e r R e c i f e s e c t o r ( such as h o u s i n g , government , and t r a n s -

p o r t a t i o n ) . The components a l l o c a t e the t o t a l l e v e l o f i n ve s tmen t 

e x p e n d i t u r e s between l a b o r , c o n s t r u c t i o n m a t e r i a l s , and equipment 

demands. Then the m a t e r i a l and equipment demands are s p l i t between 

l o c a l and i m p o r t a t i o n , depend ing on the a v a i l a b i l i t y o f l o c a l s u p p l y 

( see D e c i s i o n R o u t i n e - C a p i t a l I I ) . 

The t e rm ina l demand from i n v e s t m e n t funds i s s p l i t i n t o two 

k i n d s o f c o n s t r u c t i o n demand and c a p i t a l equipment demand. The 

f i r s t k i n d o f c o n s t r u c t i o n demand i s n o n - i n d u s t r i a l c o n s t r u c t i o n . 

T h i s i n c l u d e s i n ve s tmen t i n the c o n s t r u c t i o n o f h o u s i n g , a p a r t m e n t s , 

s c h o o l s and h o s p i t a l s . Such demand i s i n c l u d e d o n l y to show the 

" c o n s t r u c t i o n e f f e c t " which these funds gene ra te i n the form of 

economic f l ows w i t h i n the economy. The second type o f c o n s t r u c t i o n 

demand i s i n v e s t m e n t c r e a t i n g i n d u s t r i a l o r d i s t r i b u t i v e c a p a c i t y . 

The d i f f e r e n t i a t i o n between the two i s f u r t h e r o u t l i n e d i n the a n a l -

y s i s o f the i n v e s t m e n t s e c t o r , but t h e i r s o l e pu rpose i n t h i s s e c t o r 

i s to complete the f low of l a b o r and m a t e r i a l demand g e n e r a t e d i n 

the s y s t em. 

A min imal s u b s i s t e n c e u n i t i s i n c l u d e d to enab le the b a l a n c -

i n g o f low and very low income peop le i n the con sumpt i on - i ncome 

s e c t o r . I t i n c l u d e s wages not accounted f o r i n o t h e r s e c t o r s , p u b l i c 

t r a n s f e r payment s , income p a i d " i n k i n d , " and any s t a t i s t i c a l d i s -

c r epancy . 



The " m i s c e l l a n e o u s o t h e r component" i s i n c l u d e d to permi t 

f u r t h e r e x p a n s i o n o r d i s a g g r e g a t i o n i n f u t u r e s i m u l a t i o n s . Cu r -

r e n t l y , there i s no economic a c t i v i t y assumed to be moving th rough 

t h i s u n i t . 

The l a s t component i n t h i s s e c t o r i s government . Government 

i s an e x c e e d i n g l y impo r t an t p a r t o f the urban R e c i f e economy, but 

l i t t l e i n f o r m a t i o n was deve loped i n t h i s r e s e a r c h s t u d y . I t was 

i m p o s s i b l e to i n c l u d e a l l o f the d e t a i l e d a c t i v i t i e s t a k i n g p l a ce 

w i t h i n the government s e c t o r which a f f e c t the f l ows o f revenues 

and e x p e n d i t u r e s i n the r e g i o n . I t i s impo r t an t to unde r s t and 

t h a t government has been i n c o r p o r a t e d o n l y to f a c i l i t a t e the a n a l -

y s i s o f the o t h e r s e c t o r s and the re form o p t i o n s o r i e n t e d to o t h e r 

p a r t s o f the s y s t em. In t h i s r e g a r d , the major impact o f the 

government s e c t o r i n economic f l ows i s i n the consumer income 

g e n e r a t e d , t r a n s f e r s , and t ax revenues r e c e i v e d . In the R e c i f e 

Consumer S t u d y , a lmos t o n e - t h i r d o f a l l r e s ponden t s i n d i c a t e d 

t h a t a major p o r t i o n o f t h e i r income was d e r i v e d from some g o v e r n -
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m e n t - a s s o c i a ted u n i t . 

Thu s , w i t h i n the o t h e r R e c i f e s e c t o r the emphas i s on g o v e r n -

ment i s i n the e x p l i c i t economic f l ows i t s t i m u l a t e s . Of c o u r s e , 

o t h e r i m p o r t a n t governmenta l a c t i v i t i e s must be c o n s i d e r e d i n the 

t o t a l p i c t u r e o f the s y s tem. Two p a r t i c u l a r a rea s o f r e g u l a t i o n - -

i n ve s tmen t e x p e n d i t u r e s and i n ve s tmen t i n c e n t i v e s - - a r e a n a l y z e d 

w i t h i n the framework of the i n ve s tmen t s e c t o r . 

The S t r u c t u r a l R e l a t i o n s h i p s - S i n c e the o t h e r R e c i f e s e c t o r 

i s o r i e n t e d to f a c i l i t a t e the a n a l y s i s o f the o t h e r p a r t s o f the 

R e c i f e Systems Mode l , i t s s t r u c t u r e p a s s i v e l y r e c e i v e s the demands 

p l a c e d on i t from the o t h e r s e c t o r s . Other e x p e n d i t u r e s from the 

con sumpt ion - i ncome s e c t o r , the v a r i a b l e and f i x e d cha rge s i n d i s -

t r i b u t i o n and i n d u s t r y , the i n f l o w o f i n ve s tmen t both i n t e r n a l and 

e x t e r n a l to the s y s t e m , and a l l t axe s are the "demands" p l a c e d on 

t h i s s e c t o r . Other exogenous i n p u t s , such as minimal s u b s i s t e n c e 

and the net f low o f tax revenues from o u t s i d e the s y s tem are a l s o 

i n c l u d e d . Th i s forms the " t e r m i n a l demand" which the o the r s e c t o r s 

i n the model p l a ce on the o t h e r R e c i f e s e c t o r . Added to t h i s " t e r -

mina l demand" i s the " i n t e r m e d i a t e " demand which a r i s e s from t r a n s -

a c t i o n s w i t h i n the s e c t o r between the n i ne economic u n i t s . The 

r e s u l t i s the t o t a l demand and, t h u s , the t o t a l ou tpu t of the s e c -

t o r . For example, the t o t a l " o u t p u t " o f the s e r v i c e s component 

Nason , op. o i t . , p. 68 ( S o u r c e s o f Income to Consumer s ) . 



c o n s i s t s of the t e rm ina l demand p l a ced on i t by the c on sumpt i on , 

d i s t r i b u t i o n , and i n d u s t r y s e c t o r s and the " i n t e r m e d i a t e " demand 

gene r a t ed from o t h e r components w i t h i n the s e c t o r such as a u t o -

m o b i l e - t r a n s p o r t a t i o n , h o u s i n g - r e n t s , and government. 

G iven t o t a l o u t p u t , the demand f o r i n p u t s i s a l s o s p l i t 

between i n t e r n a l l y g ene r a t ed s u p p l y and the demand p l a ced on 

o t he r s e c t o r s i n the model. Thu s , by d e f i n i t i o n , the " i n t e r -

med ia te " s u p p l y ( t h a t p a r t s u p p l i e d i n t e r n a l l y by o t h e r u n i t s i n 

the s e c t o r ) i s i d e n t i c a l to " i n t e r m e d i a t e demand." The r e s t of 

the va lue o f ou tpu t i s composed o f the demand t r a n s f e r f o r e q u i p -

ment and m a t e r i a l s , and v a l ue added ( ne t o f t a x e s ) g ene ra ted by 

the n ine components. Va lue added i s s p l i t between wages and d i s -

t r i b u t e d p r o f i t s g o i n g to the consumpt ion - i ncome s e c t o r and un-

d i s t r i b u t e d p r o f i t s a v a i l a b l e f o r f u t u r e i n v e s t m e n t . The t r a n s -

f e r demand f o r c o n s t r u c t i o n m a t e r i a l s and equipment e n t e r s the 

D e c i s i o n R o u t i n e - C a p i t a l I I and i s compared to l o c a l s u p p l y o f 

t ho se p r o d u c t s , w i t h any d e f i c i t assumed to be impo r ted . 

Model E n t r y P o i n t s - I f the u s e r of the model c h o o s e s , 

the re are th ree a reas where PERs o r changes i n i n p u t parameter s 

can be made. F i r s t , the s p l i t of t e rm ina l demands between the 

v a r i o u s components i n the s e c t o r can be changed each time p e r i o d 

f o r each type o f t e rm ina l demand. 

Second , the a l l o c a t i o n o f t r a n s f e r demand and va lue added 

can a l s o change ove r t ime. Any change i n these i n p u t s which 

a l t e r s the l o c a t i o n o f pu r cha se s h o u l d be done i n c o n n e c t i o n w i th 

the C a p i t a l I I r o u t i n e , which hand le s the a l l o c a t i o n of l o c a l 

ou tpu t o f i n v e s t m e n t - o r i e n t e d good s . 

L a s t and most i m p o r t a n t i s the i n p u t / o u t p u t m a t r i x i d e n t i f y -

i n g the i n t r a - s e c t o r a l t r a n s a c t i o n s t a k i n g p l a ce and d e t e r m i n i n g 

i n t e r m e d i a t e demand. 

The S o u t h - I m p o r t and S o u t h - E x p o r t S e c t o r s 

The r e g i o n a l economy of R e c i f e and i t s f ood shed i s not s e l f -

s u f f i c i e n t . Th i s area o f B r a z i l i s a net i m p o r t e r o f l a r g e quan-

t i t i e s o f food p r o d u c t s , consumer g o o d s , and c a p i t a l equ ipment . 

These i tems are impor ted p r i m a r i l y from the C e n t e r - S o u t h o f B r a z i l ; 

some are gene ra ted i n the o t he r a rea s o f the N o r t h e a s t . Those 

impor ted from the i n t e r n a t i o n a l market f r e q u e n t l y en t e r the r e g i o n 

v i a the S ou th . E x p o r t a t i o n i s l i m i t e d to a few major commodit ies 

such as s u g a r and co t t on and a few o t h e r food p r o d u c t s and manu-

f a c t u r e d goods on a sma l l s c a l e . 



The r e g i o n i s h e a v i l y dependent on o t h e r p a r t s o f B r a z i l f o r 

o t h e r f i n a l consumer good s . The impor tance o f i n c l u d i n g t h i s s e c -

t o r , t hen , becomes s e l f - e v i d e n t . E s s e n t i a l l y , t h i s s e c t o r i n the 

model i s d e f i n e d as the " r e s t o f the w o r l d " s e c t o r . Any t r a n s a c -

t i o n s between p a r t i c i p a n t s i n the d e f i n e d economic s y s tem and o t h e r 

p a r t s o f B r a z i l o r i n o t h e r p a r t s o f the w o r l d f low th rough t h i s 

s e c t o r . Three t ypes o f " t e r m i n a l s " o r " i n t e r f a c e s " between the 

economic s y s tem o f R e c i f e and i t s f o u r - s t a t e foodshed and the " r e s t 

o f the w o r l d " are d e f i n e d : o t he r N o r t h e a s t , C e n t e r - S o u t h o f B r a z i l , 

and i n t e r n a t i o n a l ma r ke t s . 

The S o u t h - i m p o r t and S o u t h - e x p o r t s e c t o r s p l a y a v i t a l r o l e 

i n the s t r u c t u r e o f t h i s model. Combined w i th accumulated i n v e n -

t o r i e s , they are the " s u p p l i e r and demander o f l a s t r e s o r t . " I n 

most o f the s e c t o r s , s p e c i f i c demands f o r impor t s and s u p p l i e s o f 

ou tpu t s f o r e x p o r t are de te rmined . These a r i s e l a r g e l y out o f the 

na tu re o f the goods i n v o l v e d . For example, co t t on i s an e x p o r t 

c r o p , but most c a p i t a l equipment must be impo r ted . F u r t h e r , s i n c e 

no s i m u l t a n e o u s s o l u t i o n w i t h i n the s h o r t run i s a t tempted ( o r 

d e s i r e d ) , d i f f e r e n c e s between l o c a l s u p p l y and demand can deve l op . 

I f a d e f i c i t i n l o c a l s u p p l y e x i s t s a f t e r a l l a t tempts to o f f s e t 

i t have f a i l e d , i t i s a u t o m a t i c a l l y assumed to be a l l o c a t e d to i n -

c r e a s e s i n i m p o r t a t i o n . I f a c u r r e n t s u r p l u s e x i s t s , i t i s assumed 

to be a l l o c a t e d to an accumulated s u r p l u s account o r e x p o r t e d . The 

na tu re o f the model f o r c e s t h i s s e c t o r to a c t as a p a s s i v e g i v e r 

o f goods to the s y s tem and, i n p a r t , as a p a s s i v e r e c e i v e r . 

The P l a n n e r - O r i e n t e d C h a r a c t e r i s t i c s o f the Mode l : PERs 

The economic s e c t o r s which compr i se the i n t e r n a l s t r u c t u r e 

o f the model have been d i s c u s s e d i n d e t a i l . T h e i r o r i e n t a t i o n 

f o c u s e s on f i n a l urban consumpt ion and on the i n t e r a c t i o n between 

the r u r a l and urban economies th rough the exchange p r o c e s s . The 

s e c t o r s are s t r u c t u r e d so as to permi t the a n a l y s i s o f changes i n 

the p r o c e s s o f d i s t r i b u t i o n and t h e i r impact on i n d u s t r i a l and 

r u r a l p r o d u c t i o n and f i n a l con sumpt ion . Th i s s e c t i o n o u t l i n e s the 

meaning and use o f " p l a n n e r e n t r y r o u t i n e s " ( P E R s ) , the D e c i s i o n 

Rou t i ne s Consumer I and C a p i t a l I I , and the i n ve s tment s e c t o r . 

In segment ing these p i a n n e r - o r i e n t e d c h a r a c t e r i s t i c s from 

the i n t e r n a l economic s t r u c t u r e , the R e c i f e Systems Model makes a 

major depa r t u re from o t h e r sy s tems models and o t h e r gene ra l e co -

nomic mode l s . O r d i n a r i l y , the f u n c t i o n a l r e l a t i o n s h i p s are assumed 

in the s t r u c t u r e o f the model and t h e i r a ccu racy dete rmines the 



ac tua l r e p r e s e n t a t i v e n e s s o f the model i n r e l a t i o n to the s y s tem 

under a n a l y s i s . I n the R e c i f e Sys tems Mode l , an e f f o r t i s made 

to i n c l u d e i n the i n t e r n a l s t r u c t u r e as few o f these f u n c t i o n a l 

r e l a t i o n s h i p s as p o s s i b l e . D e t e r m i n a t i o n o f the b e h a v i o r a l and 

s t r u c t u r a l r e l a t i o n s h i p s i s not a v o i d e d - - t h e y are l o c a t e d where 

the u s e r o f the model can c l o s e l y i n s p e c t t h e i r c h a r a c t e r i s t i c s 

and e a s i l y make changes depend ing on the scope o f a n a l y s i s unde r -

taken and the na tu re o f programs implemented. As s t a t e d i n the 

i n t r o d u c t i o n to t h i s c h a p t e r , these compute r i zed r o u t i n e s have 

two d i s t i n c t p u r p o s e s . 

F i r s t , the a c c o u n t i n g i d e n t i t i e s and b e h a v i o r a l r e l a t i o n s h i p s 

d e f i n e d i n the i n t e r n a l s t r u c t u r e are deve loped to pe rmi t f l e x i -

b i l i t y i n r e f i n i n g , add ing t o , o r c o n s t r u c t i n g new economic behav -

i o r a l and s t r u c t u r a l r e l a t i o n s h i p s . E s s e n t i a l l y , the PERs p r o v i d e 

an ex t reme l y f l e x i b l e i n t e r f a c e between the u se r o f the model and 

the m o d e l ' s s t r u c t u r e . At one ext reme, the u s e r d e f i n e s no PERs 

and j u s t i n p u t s the n e c e s s a r y parameter v a l u e s r e q u i r e d by the 

i n t e r n a l s t r u c t u r e . Any computa t i ona l r e l a t i o n s h i p s are done o u t -

s i d e the model. At the o t h e r ex t reme, d e t a i l e d compute r i zed r o u -

t i n e s which determine the v a l u e s o f b a s i c parameter i n p u t s are 

c o n s t r u c t e d and l i n k e d to the i n t e r n a l s t r u c t u r e th rough a comput-

e r i z e d i n p u t r o u t i n e . 

The second purpose o f the PERs i s to p r o v i d e the u s e r w i t h a 

means to r e l a t e p o l i c y v a r i a b l e s which are at h i s d i s p o s a l to gu ide 

and i n f l u e n c e the economic sy s tem to t h e i r impact on the b e h a v i o r 

and s t r u c t u r e o f t h a t s y s tem. When implement ing re fo rm programs 

i n t o the s y s t em, a s s umpt i on s are made on the i n f l u e n c e o f v a r i o u s 

p o l i c y v a r i a b l e s such as minimum p r i c e p rog rams , c r e d i t , and i n -

vestment i n c e n t i v e s on key economic r e l a t i o n s h i p s i n the s y s t em. 

No one comb ina t i on o f p o l i c y v a r i a b l e s s h o u l d be d e f i n e d i n the 

model , as the use o f p o l i c y t o o l s w i l l va ry i n con ten t and degree 

w i t h d i f f e r e n t reform p rog rams . Thu s , i t i s the second purpose o f 

the PERs to f ocu s the a t t e n t i o n o f the u s e r on t h i s c r u c i a l s e t o f 

r e l a t i o n s h i p s w h i l e s t i l l a l l o w i n g him ( i n f a c t , a lmost f o r c i n g 

him) to e v a l u a t e h i s e s t i m a t e s o f the impact o f tho se t o o l s on the 

economy ' s b e h a v i o r a l and s t r u c t u r a l r e l a t i o n s h i p s . 

P l a n n e r E n t r y Rou t i ne s 

The term " p l a n n e r e n t r y r o u t i n e " denotes any r e l a t i o n s h i p s 

e x p l i c i t l y d e f i n e d o u t s i d e the i n t e r n a l s t r u c t u r e o f the model 

whose purpose i s to r e f i n e c u r r e n t l y assumed b e h a v i o r a l r e l a t i o n -

s h i p s o r to deve lop new r e l a t i o n s h i p s between p o l i c y v a r i a b l e s 



and t h a t i n t e r n a l economic s t r u c t u r e . Most parameter i n p u t s r e -

q u i r e d by the i n t e r n a l model cou ld be used as a b a s i s f o r a PER. 

Du r i n g any one s i m u l a t i o n , o n l y a few s h o u l d be d e f i n e d r e l a t i v e 

to the e v a l u a t i o n o f program re fo rms be i ng t e s t e d . They focus the 

p l a n n e r ' s a t t e n t i o n on the s t r u c t u r e o f the s y s t e m , the i n f o r m a -

t i o n r e q u i r e d to ana l y ze and unde r s t and the s y s t e m , and the r e l a -

t i o n s h i p between re fo rm p r o g r a m s , the t o o l s a v a i l a b l e to implement 

the p r o g r a m s , and the impact o f a change on the s y s t em. 

The na tu re o f the PERs pe rm i t s the p l a n n e r o r r e s e a r c h e r to 

i n s e r t , a t h i s d i s c r e t i o n , the v a l u e s o f a s i g n i f i c a n t number o f 

the d e t e r m i n i n g r e l a t i o n s h i p s i n the s y s t em. They can be deve loped 

from e x p e r i e n c e , " b e s t e s t i m a t e , " o r r e s e a r c h ; t he re are few l i m i -

t a t i o n s on the t ypes o f r e l a t i o n s h i p s which can be used. For exam-

p l e , i n the consumpt ion s e c t o r , consumpt ion e x p e n d i t u r e s to the 

d i s t r i b u t i o n s e c t o r are e x p r e s s e d as a f u n c t i o n o f s h o p p i n g p r o -

p e n s i t i e s , average p r o p e n s i t i e s to consume food and n o n - f o o d , and 

income. Through the use o f s u b - r o u t i n e s i n c o r p o r a t e d i n t o the 

mode l , the PER can assume a wide range o f f u n c t i o n a l r e l a t i o n s h i p s 

i n d e t e r m i n i n g s hopp i n g p r o p e n s i t i e s . The s hopp i n g p r o p e n s i t i e s 

can be a f u n c t i o n o f economic v a r i a b l e s such as p r i c e , q u a l i t y and 

l o c a t i o n and/or o f b e h a v i o r a l v a r i a b l e s such as i n n o v a t i v e n e s s and 

moderni t y . 

The programming o f t h i s model f o r the CDC 3600 computer a l l o w s 

any one or a l l o f t he se PERs to be i n c o r p o r a t e d i n the " r u n n i n g 

model " as s u b - r o u t i n e s d e t e r m i n i n g v a r i o u s i n p u t i n f o r m a t i o n f o r 

the c e n t r a l core model. I n p u t v a l u e s can be d e r i v e d by the f o l l o w -

i ng means: 

1. They may be e x o g e n o u s l y g i v e n each time p e r i o d based 
on r e s e a r c h d a t a , e x p e r i e n c e , or some h y p o t h e s i z e d 
s i t u a t i o n . I n t h i s c a s e , the " pape rwo rk " i s done 
o u t s i de the model. 

2. F u n c t i o n a l r e l a t i o n s h i p s may be i n c o r p o r a t e d w i t h i n 
model s u b - r o u t i n e s and used i n d e r i v i n g the parameter 
v a l u e s . These r e l a t i o n s h i p s have the f o l l o w i n g c h a r -
a c t e r i s t i c s and l i m i t a t i o n s : 

a. They may be time v a r i a n t o r non- t ime v a r i a n t . 

b. They may r e l a t e p r i c e s and f l o w s . 

c. A l l v a r i a b l e s must be q u a n t i f i e d . 

d. V a r i a b l e s e x p l i c i t l y used i n the model may be 
used i n the r o u t i n e s as l ong as t h e i r v a l ue i s 
known at the p o i n t i n c a l c u l a t i o n s where the 
PER needs them. 

e. Any v a r i a b l e not e x p l i c i t l y i n c l u d e d i n the 
model can be used. Examples are a t t i t u d e and 



communicat ion v a r i a b l e s and o t h e r economic 
v a r i a b l e s i f they can be e x p l i c i t l y r e l a t e d 
to the i n p u t parameter s demanded by the model 
from the PERs . 

Three b a s i c types of PERs appear f r e q u e n t l y i n the model : 

t e c h n i c a l c o e f f i c i e n t s which r e l a t e the amount and va lue o f an 

i n p u t f low to the amount and va lue o f an ou tpu t f l o w , s ou r ce s p l i t 

c o e f f i c i e n t s t h a t determine the l o c a t i o n o f pu r cha se o f an i n p u t 

from the o t h e r s e c t o r s i n the mode l , and r e c e i v e r s p l i t c o e f f i -

c i e n t s t h a t determine the d i s t r i b u t i o n o f ou tpu t among the s e c t o r s 

i n the model. Some o t h e r impo r t an t e n t r y p o i n t s are r e l a t i v e 

p r i c e i n d i c e s , marg in v a l u a t i o n , and c a p a c i t y d e t e r m i n a t i o n . 

The D e c i s i o n Rou t i ne -Consumer I 

The D e c i s i o n Rou t i ne -Consumer I i s a PER i n c l u d e d to f ocu s 

the p l a n n e r ' s a t t e n t i o n on the problems which a r i s e i n e q u a t i n g 

l o c a l s u p p l y and demand f o r f i n a l c o n s u m e r - o r i e n t e d goods and the 

a l l o c a t i o n p r o c e s s which must take p l a ce i n meet ing demand from 

l o c a l , r u r a l , and impor t s u p p l y s e c t o r s . B e s i d e s r e c o n c i l i n g the 

supp ly -demand d i f f e r e n c e s , i t pe rm i t s a v a r i e t y o f a s s umpt i on s to 

be made about the economic s t r u c t u r e o f the i n d u s t r i a l and d i s t r i -

b u t i v e s e c t o r s i n the model . 

The D e c i s i o n Rou t i ne -Consumer I b r i n g s t o g e t h e r the R e c i f e 

d i s t r i b u t i o n s e c t o r , i n d u s t r y s e c t o r , r u r a l s e c t o r , and the impor t 

s e c t o r . The r o u t i n e ' s e x p l i c i t purpose i s to a l l o c a t e any s h o r t -

run s u r p l u s o r d e f i c i t which a r i s e s between l o c a l s u p p l y and demand 

f o r p r o c e s s e d f o o d , n o n - p r o c e s s e d food and consumer g ood s . F i g u r e 

11.6 i l l u s t r a t e s the i n te rdependence o f the s u p p l y and demand s e c -

t o r s b r ough t t o g e t h e r i n Consumer I . The demand f o r t he se t h ree 

p r o d u c t c a t e g o r i e s i s determined from the l e v e l o f consumer demand 

p l a c e d on the d i s t r i b u t i o n s e c t o r by the con sumpt i on - i ncome s e c t o r . 

G iven the c h a r a c t e r i s t i c s o f the d i s t r i b u t i o n s e c t o r i n l e v e l s o f 

s p o i l a g e and m a r g i n , t h a t s e c t o r demands a g i v e n l e v e l o f p r oduc t 

from the p r o d u c t i v e s e c t o r s o f the s y s tem and from i m p o r t a t i o n . 

On the p r o d u c t i o n s i d e , the l o c a l R e c i f e i n d u s t r y and the 

r u r a l s e c t o r have c e r t a i n p r o d u c t i v e , t e c h n i c a l , and manage r i a l 

c h a r a c t e r i s t i c s w h i c h , combined w i th t h e i r l e v e l o f market knowl -

edge , determine t h e i r ou tpu t and i t s i n i t i a l d i s t r i b u t i o n . Con-

sumer I e n t e r s the model because the f low of goods th rough the 

s y s tem i s " d e t e r m i n e d " at both e n d s , but must be equal when they 

"mee t . " Because they are i n d e p e n d e n t l y d e r i v e d i n a mathemat ica l 

s e n s e , there i s no reason to b e l i e v e t h a t they would be equal 
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u n l e s s some type of a l l o c a t i o n r o u t i n e were i n c l u d e d to a m e l i o r a t e 

any d i f f e r e n c e s which m igh t deve lop between these f l o w s . 

Thu s , f o r example, i f q u a n t i t y " A " i s demanded o f an i n d u s -

t r y type and q u a n t i t y " B " i s the i n d u s t r y s u p p l y , they may not be 

e x a c t l y a l i k e at a g i v e n p o i n t i n t ime. Th i s prob lem would not 

a r i s e i f the f low were dete rmined at o n l y one end o r t e rm ina l and 

the o t h e r p a s s i v e l y accepted the g i v e n demand o r s u p p l y . The re -

f o r e , i f the i n d u s t r y p roduced on l y what was demanded, u n i t f o r 

u n i t , " A " would equal " B " and no d i f f e r e n c e would e x i s t . L i k e w i s e , 

no d i f f e r e n c e would e x i s t i f consumers accepted whatever was s u p -

p l i e d . The c o o r d i n a t i o n between buye r s and s e l l e r s i s , however , 

se ldom good enough to a v o i d at l e a s t s h o r t - r u n p r o d u c t i o n d e f i c i t s 

o r s u r p l u s e s . 

The D e c i s i o n Rou t i ne -Consumer I i s s t r u c t u r e d to pe rm i t a 

number o f a l t e r n a t i v e ways i n which such d i f f e r e n c e s c ou l d be 

a l l o c a t e d . These a l t e r n a t i v e s , c a l l e d " d e c i s i o n r u l e s " can be 

used i n v a r i o u s c omb ina t i on s and can va ry i n magn i tude o f e f f e c t 

i n the a l l o c a t i o n p r o c e s s . For example, i n the event t h a t the 

p r o d u c t i o n o f p r o c e s s e d food i n R e c i f e i n d u s t r y c o u l d not f i l l 

the demand p l a c e d on i t by the d i s t r i b u t i o n s e c t o r , the model 

u s e r , based on r e s e a r c h o r h i s own judgment , c o u l d d e s i g n a t e any 

comb ina t i on i n o r d e r o r r e l a t i v e magn i tude o f the f o l l o w i n g ways 

o f e q u a l i z i n g the d e f i c i t s u p p l y : use accumulated s u r p l u s e s ( i f 

e x i s t a n t ) , s h i f t p a r t o f the demand to n o n - p r o c e s s e d f o o d , i n -

c r e a s e i n d u s t r i a l o u tpu t t h i s time or i n f o l l o w i n g time p e r i o d s , 

s h i f t some of the ou tpu t p r e s e n t l y s o l d to o t h e r a rea s ( r u r a l o r 

e x p o r t a t i o n ) back to R e c i f e to f u l f i l l l o c a l demand, or s h i f t 

the demand f o r p r o c e s s e d food to o t h e r s u p p l y s o u r c e s such as 

i m p o r t a t i on. 

The two c e n t r a l c r i t e r i a i n the a l l o c a t i o n p r o c e s s are t h a t 

the demand p l a c e d by the d i s t r i b u t i o n s e c t o r must be f u l f i l l e d 

from some s ou r ce o f s u p p l y ( l o c a l i n d u s t r y , r u r a l p r o d u c t i o n , or 

i m p o r t a t i o n ) , and t o t a l a d j u s t e d ou tpu t o f l o c a l i n d u s t r y must be 

a l l o c a t e d ( to l o c a l c on sumpt i on , r u r a l c on sumpt i on , e x p o r t , or 

accumula ted s u r p l u s e s ) . I n d e f i c i t c o n d i t i o n s , the impor t s e c t o r 

a c t s as the f i n a l s ou r ce o f p r oduc t i f no o t he r i s a v a i l a b l e ; i n 

s u r p l u s c o n d i t i o n s , the e x p o r t s e c t o r and an accumulated s u r p l u s 

account ac t as f i n a l r e c e i v e r s of ou tpu t not demanded by R e c i f e 

o r the r u r a l s e c t o r . 

The a s s umpt i on t h a t "demand must be f u l f i l l e d " becomes more 

e v i d e n t when the na tu re o f e x p e n d i t u r e s i n the con sumpt i on - i ncome 

s e c t o r i s remembered. G iven some l e v e l o f income, a d e f i n e d and 



a c t u a l demand o c c u r s . I t i s impo r t an t to note t h a t t h i s i s not 

n e c e s s a r i l y the amount o f goods "needed " o r " w a n t e d ; " i t i s what 

the consumer doe s , i n f a c t , buy. The o r i e n t a t i o n o f the consump-

t i o n s e c t o r (and thus Consumer I ) i s on d e t e r m i n i n g the s u p p l y o f 

goods r e q u i r e d to upho ld a g i v e n l e v e l o f demand. I f the l o c a l 

a rea s canjiot s u p p l y t h a t demand, then goods are impo r ted . 

Exogenous I n p u t s to Consumer I - The i n p u t s n e c e s s a r y to 

ope ra te Consumer I are composed o f e s t i m a t e s o f the maximum r e s -

ponses each d e c i s i o n r u l e c o u l d c o n t r i b u t e to the a m e l i o r a t i o n 

o f s u p p l y and demand d i f f e r e n c e s . Some are i n the form o f p e r -

cen tage s ( such as maximum pe rcen tage by which ou tpu t c o u l d be 

i n c r e a s e d t h i s time p e r i o d ) and o t h e r s are i n the form o f a c tua l 

q u a n t i t y l i m i t s ( s uch as the maximum amount o f a v a i l a b l e s t o r a g e 

f a c i l i t i e s ) . T h u s , i f a zero i s i n p u t i n t o any d e c i s i o n r u l e , 

i t i s not used i n the a l l o c a t i o n p r o c e s s . F i ve e s t i m a t e s are 

n e c e s s a r y f o r each i n p u t p a r a m e t e r — o n e f o r each o f the f i v e 

supp ly -demand c o m p a r i s o n s : 

1. R e c i f e i n d u s t r y - - p r o c e s s e d food 

2. R e c i f e i n d u s t r y - - c o n s u m e r goods 

3. Rura l s e c t o r p r o d u c t i o n o f p r o c e s s e d food 

4. Rura l s e c t o r p r o d u c t i o n o f consumer goods 

5. Rura l s e c t o r p r o d u c t i o n o f n o n - p r o c e s s e d foods 

In making the e s t i m a t e s , v a r i o u s sequences can be assumed. Gene-

r a l l y , however , l o c a l i n d u s t r y i s g i v e n f i r s t p r i o r i t y to r e a c t 

to any s u r p l u s e s o r d e f i c i t s which e x i s t ( f o r number f i v e above , 

the r u r a l s e c t o r i s g i v e n f i r s t p r i o r i t y ) ; then the r u r a l s e c t o r ; 

and, i f a l l l o c a l s o u r c e s are unab le to e q u a l i z e s u p p l y and de-

mand, the i m p o r t - e x p o r t s e c t o r s and accumula ted s u r p l u s are u sed . 

Append ix B c o n t a i n s an e x p l i c i t s t a tement o f each d e c i s i o n r u l e 

and the p o t e n t i a l s o l u t i o n sequences t h a t are p e r m i t t e d . 

The Focus o f Consumer I - Consumer I f o c u s e s on the a l l o c a -

t i o n p r o c e s s o f c o n s u m e r - o r i e n t e d goods at the p o i n t i n the e co -

nomic s y s tem where the goods e n t e r the d i s t r i b u t i o n s y s t e m , not 

at f i n a l con sumpt i on . I n the p r o c e s s o f a l l o c a t i n g the s u p p l y 

and demand d i f f e r e n c e s at t h i s l e v e l , i t p r e s e n t s a c l e a r p i c t u r e 

o f pu r cha se d e c i s i o n s by the urban d i s t r i b u t i o n s e c t o r s and o u t -

put d e c i s i o n s o f consumer goods p r o d u c t i o n , p r o c e s s e d food p r o -

d u c t i o n , and a g r i c u l t u r a l n o n - p r o c e s s e d food o u t p u t . F u r t h e r , the 

r o u t i n e b r i n g s i n t o s ha rp f o cu s the r o l e o f the d e c i s i o n - m a k e r 

w i t h i n the economic s y s tem. In d e t e r m i n i n g the v a l u e s o f i n p u t 



parameter s f o r Consumer I , the u se r o f the model i s f o r c e d to ana -

l y z e the problems o f e f f e c t i v e communicat ion between the demanders 

and s u p p l i e r s i n the sy s tem and to make a s s umpt i on s as to how p a r -

t i c i p a n t s w i l l r e a c t to v a r i o u s s u p p l y and demand s i t u a t i o n s . 

Consumer I pe rm i t s f l e x i b i l i t y i n a s s umpt i on s r e g a r d i n g 

gene ra l economic s t r u c t u r e a l ong a range from p e r f e c t s u p p l y 

i n e l a s t i c i t y to p e r f e c t s u p p l y e l a s t i c i t y . The s u p p l y s e c t o r s can 

be a l l owed to r e a c t comp le te l y to any demand p l a ced on them o r 

they can be p reven ted from a l t e r i n g the i n i t i a l l y de te rmined l e v e l 

o f o u t p u t . F u r t h e r , the r o u t i n e can ana l y ze the d i f f e r e n c e s be-

tween " e f f e c t i v e " and " p o t e n t i a l " demand c o n d i t i o n s . Consumer I 

can be used to e v a l u a t e the impact o f the impor t dependency o f 

the r e g i o n and o f the major changes i n i n d u s t r i a l c a p a c i t y t a k i n g 

p l a ce due to government i n ve s tmen t i n c e n t i v e p rog rams . 

The D e c i s i o n R o u t i n e - C a p i t a l I I 

C a p i t a l I I , ano the r PER, b r i n g s t o g e t h e r th ree s e c t o r s i n 

the model: the R e c i f e i n d u s t r y s e c t o r , the o t h e r R e c i f e s e c t o r , 

and the r u r a l s e c t o r ( see F i g u r e 1 1 . 7 ) . The purpose o f t h i s 

r o u t i n e i s to a n a l y z e the impact o f i n ve s tmen t e x p e n d i t u r e s on 

the r e g i o n t h r ough the a l l o c a t i o n o f the ou tpu t o f i n v e s t m e n t -

o r i e n t e d p r o d u c t s f o r the f o l l o w i n g R e c i f e i n d u s t r y t y p e s : 

1. Farm i n p u t p r o d u c t i o n 

2. C o n s t r u c t i o n m a t e r i a l p r o d u c t i o n 

3. C a p i t a l equipment m a n u f a c t u r i n g 

4. Other R e c i f e i n d u s t r i a l o u tpu t 

The C a p i t a l I I r o u t i n e p r o v i d e s the mechanism f o r d i s t r i b u t -

i n g the g i v e n ou tpu t o f t he se f o u r t ypes a c c o r d i n g to a s p e c i f i c 

sequence o f a l l o c a t i o n . Each i n d u s t r y type has demand p l a c e d on 

i t by the r u r a l s e c t o r and i n ve s tmen t demand t r a n s f e r r e d t h r ough 

the o t h e r R e c i f e s e c t o r . 

In the r u r a l and o t h e r R e c i f e s e c t o r s , a " p o t e n t i a l o r 

d e s i r e d " demand f o r the p r o d u c t s from R e c i f e i s de te rmined . The 

C a p i t a l I I r o u t i n e compares t h i s demand w i th the s u p p l y a v a i l a b l e . 

G iven the ou tpu t o f any one o f the f o u r i n d u s t r y t y p e s , the l o c a l 

demand i s g i v e n f i r s t p r i o r i t y ; i f a s u r p l u s e x i s t s a f t e r l o c a l 

demand has been met, then the r u r a l s e c t o r demand i s g i v e n the 

o p p o r t u n i t y to pu r cha se from l o c a l i n d u s t r y . I f ou tpu t remains 

a f t e r a l l l o c a l demands are f u l f i l l e d , the rema inder i s e x p o r t e d 

o r goes to an accumulated s u r p l u s a c coun t . I f at any p o i n t demand 

exceeds s u p p l y , the rema inder o f l o c a l and/or r u r a l demand i s 
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f u l f i l l e d th rough i m p o r t a t i o n . Append ix B deve l op s the e x p l i c i t 

sequence o f computa t i on s f o r t h i s r o u t i n e . 

The I n ve s tmen t S e c t o r 

The i n ve s tmen t s e c t o r i n the R e c i f e Systems Model f o c u s e s 

the p l a n n e r ' s a t t e n t i o n on the s o u r c e s , a p p l i c a t i o n s , and e f f e c t s 

o f i n ve s tmen t i n the economic r e g i o n . I n ve s tmen t i s d e f i n e d as 

the c r e a t i o n , m o d e r n i z a t i o n , o r rep lacement o f the c a p i t a l s t o c k 

o f the s y s tem. E s s e n t i a l l y , c a p i t a l f o rma t i on c o r r e s p o n d s to 

i n c r e a s e s i n the c a p a c i t y o f v a r i o u s p r o d u c t i o n a c t i v i t i e s , i n -

c l u d i n g m a n u f a c t u r i n g , p r o c e s s i n g , d i s t r i b u t i o n , s o c i a l or e co -

nomic i n f r a s t r u c t u r e , o r e d u c a t i o n . 

I n t o t h i s i n ve s tmen t s e c t o r f low a l l i n t e r n a l l y gene ra ted 

funds which are a v a i l a b l e f o r i n ve s tmen t from a l l o t h e r s e c t o r s 

i n the model ( p r i m a r i l y u n d i s t r i b u t e d p r o f i t s and d e p r e c i a t i o n ) 

and any e x o g e n o u s l y a v a i l a b l e funds p l a c e d i n the s y s tem. The 

impact o f the i n ve s tmen t s e c t o r on the o t h e r s e c t o r s c e n t e r s on 

two p o i n t s : 

1. I t f o c u s e s the a t t e n t i o n o f the u se r on a l l i n v e s t -
ment d e c i s i o n s i n the model , thus fo rming the c e n t r a l 
framework f o r the a n a l y s i s o f re form o p t i o n s t h r ough 
the d e t e r m i n a t i o n o f i n ve s tmen t c o s t s and the e f f e c t 
o f c hang i n g p o l i c y v a r i a b l e s a s s o c i a t e d w i th a re fo rm 
program on the b e h a v i o r o f the s y s tem. 

2. The second f u n c t i o n o f the i n ve s tmen t s e c t o r i s to 
p r o v i d e the i n f o r m a t i o n to complete the "economic 
f l o w s " n e c e s s a r y to a model s o l u t i o n . These f l ows 
are the i n v e s t m e n t - o r i e n t e d expenses f o r c a p i t a l 
equ ipment , c o n s t r u c t i o n m a t e r i a l s , and l a b o r . By 
d e f i n i t i o n , v i r t u a l l y a l l demand f o r c a p i t a l e q u i p -
ment and c o n s t r u c t i o n m a t e r i a l s a r i s e s from i n v e s t -
ment, and a major p o r t i o n of f i n a l consumer income 
i s g e n e r a t e d from i n v e s t m e n t - r e l a t e d e x p e n d i t u r e s . 

An example o f the se two e f f e c t s i s an i n ve s tmen t t a k i n g 

p l a ce f o r i n c r e a s i n g c a p a c i t y i n an i n d u s t r i a l e n t e r p r i s e . The 

l e v e l o f i n ve s tmen t i s a c o s t which must be known i n mea su r i n g 

the e f f e c t o f t h a t change i n c a p a c i t y . The f i r s t d i r e c t e f f e c t s 

on the economy, however, e n t e r as " c o n s t r u c t i o n e f f e c t s " c r e a t e d 

by the demand f o r l a b o r , c o n s t r u c t i o n m a t e r i a l s , and c a p i t a l 

equipment (and any i n t e r e s t income gene ra ted from the i n v e s t m e n t ) . 

These en te r the model as e x p l i c i t economic f l ows th rough the 

o t h e r R e c i f e s e c t o r and demonst rate the second e f f e c t l i s t e d 

above. These are d i r e c t demands p l a ced on the economic r e g i o n 

and must be f u l f i l l e d l o c a l l y or t h rough i m p o r t a t i o n . T h e i r 

l e v e l , d u r a t i o n and l o c a t i o n o f pu rchase c e r t a i n l y i n f l u e n c e the 



e v a l u a t i o n o f the i n i t i a l i n v e s t m e n t . F i n a l l y , w i t h the c r e a t i o n 

and use o f the c a p a c i t y , c e r t a i n t e c h n i c a l r e l a t i o n s h i p s may be 

a l t e r e d ( such as t e c h n i c a l c o e f f i c i e n t s f o r l a b o r and raw mate-

r i a l s , l o c a t i o n o f the pu r cha se o f m a t e r i a l , and p r i c e s ) . 

The b a s i c s o u r c e s o f i n v e s t m e n t funds are p r i v a t e and b u s i -

nes s s a v i n g s , l o c a l and f e d e r a l government f u n d s , and f o r e i g n 

f u n d s . Of the t o t a l funds a v a i l a b l e f o r i n v e s t m e n t , t h e i r a p p l i -

c a t i o n s are i n p u b l i c and p r i v a t e i n v e s t m e n t , net i m p o r t a t i o n o f 

g o o d s , and h o a r d i n g or d i s f u n c t i o n a l i n v e s t m e n t s ( s uch as l u x u r y 

apartment b u i l d i n g s ) . The f o l l o w i n g e q u a t i o n i l l u s t r a t e s the 

r e l a t i o n s h i p: 

P h u ^ i + Government funds F o r e i g n 
s a v i n g s a f t e r a 1 1 c o s t s a s s i s t a n c e 

p . P r i v a t e Net i m p o r t a t i o n Hoa rd i ng or 
. + i n ve s tmen t + o f goods (ma i n l y + di s f unc t i onal 
i n v e s t m e n t ( p r o d u c t i v e ) c a p i t a l good s ) i n ve s tmen t 

F i g u r e 11 .8 d e s c r i b e s the p o t e n t i a l s o u r c e s o f i n v e s t m e n t funds 

from both i n t e r n a l and e x t e r n a l s o u r c e s f o r o n g o i n g i n ve s tmen t and 

e x o g e n o u s l y s t i m u l a t e d i n v e s t m e n t . G i ven these s o u r c e s , there are 

v a r i o u s a p p l i c a t i o n s o r t ypes o f " i n v e s t m e n t " wh ich can be made 

w i th the a v a i l a b l e f u n d s . A g i v e n a p p l i c a t i o n has v a r i o u s e f f e c t s 

on the economic f l ows i n the model and the b a s i c i n p u t pa rameter s 

used i n the model. 

The f i g u r e does not break down the s o u r c e s , a p p l i c a t i o n s and 

e f f e c t s by s e c t o r . W i t h i n each i n t e r n a l l y g ene r a t ed s ou r ce o f 

funds are t ho se funds d i r e c t l y g e n e r a t e d from each o f the s e c t o r s 

i n the model and the types w i t h i n s e c t o r s . Each a p p l i c a t i o n and 

e f f e c t must e n t e r the model th rough a s p e c i f i c s e c t o r and s e c t o r 

t ype . 

S t r u c t u r a l L i m i t a t i o n s i n the Model 

The f l e x i b i l i t y which the p l a n n e r e n t r y r o u t i n e s o f f e r to 

the model i s s i g n i f i c a n t . There a r e , however , c e r t a i n ve ry impo r -

t an t s t r u c t u r a l l i m i t a t i o n s wh ich must be c o n s i d e r e d when e v a l u a t -

i n g the e f f e c t i v e n e s s o f t h i s model . 

The R e c i f e Sys tems Mode l , l i k e any mode 1 - b u i 1 d i n g e x e r c i s e , 

f a ce s the gene ra l prob lems o f data r e q u i r e m e n t s , measurement, and 

q u a n t i f i c a t i o n o f b e h a v i o r a l c h a r a c t e r i s t i c s and a c t i o n . C e r t a i n 

of the l a t t e r l i m i t a t i o n s have been o f f s e t by the use o f PERs . 

How we l l these l i m i t a t i o n s are d e a l t w i t h can be a s s e s s e d o n l y 
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a f t e r a tho rough u n d e r s t a n d i n g o f the model i s o b t a i n e d and an 

a n a l y s i s o f r e s u l t s completed. 

Th roughout the development o f t h i s mode l , two problems have 

appeared r e p e a t e d l y . The f i r s t i s the problem o f the a g g r e g a t i o n 

o f f l ows and the c o m p a t i b i l i t y o f the se f l ows between s e c t o r s . 

The d e f i n i t i o n o f u n i t s and p r i c e s i s dependent on how much a g g r e -

g a t i o n takes p l a c e . The t a s k o f c l e a r l y d e f i n i n g u n i t s and p r i c e s 

i s made more d i f f i c u l t as the degree o f a g g r e g a t i o n i n c r e a s e s . 

The second major problem area i s the use o f a s e q u e n t i a l 

s o l u t i o n to the m o d e l ' s s e c t o r s . T h i s has f o r c e d c e r t a i n assump-

t i o n s to be made on the o r d e r i n g o f economic a c t i v i t y i n the s y s -

tem under a n a l y s i s . The problems o f o r d e r are l e s s acute i n the 

use o f a s i m u l t a n e o u s s o l u t i o n , but the s i z e o f the model and the 

d e s i r e to r e t a i n f l e x i b i l i t y i n economic a s s umpt i on s made i t 

d e s i r a b l e to use the s e q u e n t i a l t e c h n i q u e . 

The d e s c r i p t i o n of the s t r u c t u r e o f the R e c i f e Sys tems Model 

i s complete . I t i s now i m p o r t a n t to d i s c u s s the methods of u s i n g 

t h i s model i n the a n a l y s i s o f market re fo rm programs w i t h i n the 

r e l e v a n t economic s y s tem. 

U s i n g the M o d e l - - A Genera l D e s c r i p t i o n 

The purpose o f the R e c i f e Sys tems Model i s to p r o v i d e a too l 

f o r the development p l a n n e r to a n a l y z e the impact o f market p r o c e s s 

changes w i t h i n R e c i f e and i t s f o u r - s t a t e f ood shed . A s e r i e s o f 

s i m u l a t i o n s were unde r t a ken , the r e s u l t s o f which are r e p o r t e d i n 

Chapter 13 o f t h i s r e p o r t . The purpose o f t h i s p r e s e n t a t i o n i s to 

demonst rate how the model can be used. There are a number o f s.teps 

which must be taken be fo re and d u r i n g the a c t u a l s i m u l a t i o n o f the 

model. Each o f the se s t e p s i s l i s t e d below and b r i e f l y a n a l y z e d . 

1. D e t e r m i n a t i o n o f the re form o p t i o n s to be imp lemented - -
t h e i r c h a r a c t e r and t i m i n g . 

2. E v a l u a t i o n o f the r e s o u r c e s n e c e s s a r y f o r imp lementa-
t i o n . The types o f r e s o u r c e s , the l e v e l o f u s e , and 
the t im i n g o f use are i m p o r t a n t c o n s i d e r a t i o n s . 

3. V a l u a t i o n o f i n p u t parameter s f o r the c u r r e n t sy s tem 
and the base run s i m u l a t i o n . 

4. De te rm ina t i on o f p o i n t s o f e n t r y i n t o the model f o r 
p l a n n e r use and the t r a n s f o r m a t i o n o f re fo rm o p t i o n s 
i n t o parameter va l ue change s . 

5. S i m u l a t i o n o f the re form o p t i o n u s i n g the R e c i f e S y s -
tems Mode l . 

6. E v a l u a t i o n o f the r e s u l t s r e l a t i v e to the per formance 
measures to be used. 



The D e t e r m i n a t i o n o f Reform O p t i o n s 

Reform programs must be e x p l i c i t l y d e f i n e d f o r a n a l y s i s 

u t i l i z i n g the R e c i f e Sys tems Mode l . The d e t e r m i n a t i o n o f the 

t ype s o f re fo rms which are i l l u s t r a t i v e l y s i m u l a t e d i n the p r e s e n t 

model i s d e r i v e d from the r e s u l t s o f the s u r v e y r e s e a r c h conducted 

i n R e c i f e . 

The model i s be s t s u i t e d to a n a l y z e re form programs o r i e n t e d 

to both r u r a l and urban d i s t r i b u t i o n i n o r d e r to a s s e s s t h e i r im-

pac t on d i s t r i b u t i o n , consumer demand, and s u p p l y i n t e r r e l a t i o n -

s h i p s . Reform programs may c e n t e r w i t h i n one s e c t o r o f the model 

i n o r d e r to t e s t t h e i r e f f e c t s on t h a t s e c t o r and i n t e rdependence 

w i t h o t h e r s e c t o r s i n the model. O r , re fo rms which are i n t e r - s e c -

t o r a l i n na tu re can be implemented to t e s t the impact o f a more 

comprehens i ve change program. 

In s t r u c t u r i n g a l t e r n a t i v e re fo rm programs f o r a n a l y s i s , i t 

i s p o s s i b l e to use the " b u i l d i n g b l o c k " approach by s i m u l a t i n g one 

sma l l re fo rm package , then i n c o r p o r a t i n g l a r g e r programs w h i l e 

i n c r e a s i n g the magn i tude o f change i n the s y s tem. In the a n a l y s i s 

o f the c o s t s and b e n e f i t s o f s u c c e s s i v e l y more i n c l u s i v e re fo rm 

p r o g r a m s , the p o i n t i s u s u a l l y reached where the i n ve s tmen t c o s t s 

show d e c r e a s i n g r e t u r n s . Th i s s h o u l d a s s i s t the p l a n n e r i n d e t e r -

m in i n g the s i z e and scope o f re fo rm programs to be implemented. 

( T h i s method i s used i n Chapter 13 to i l l u s t r a t e the use o f the 

model i n development p l a n n i n g . ) 

The E v a l u a t i o n o f Resource Needs 

I n t e r v e n t i o n i n t o the s y s tem f o r the purpose o f change can 

be made th rough the d i r e c t i n ve s tmen t o f money, t e c h n i c a l a s s i s t -

ance , o r t h r ough government a c t i o n . 

Reform packages must be deve loped which i n c o r p o r a t e a v a r i e t y 

o f p r i m i n g a c t i o n s such as s u p e r v i s e d c r e d i t , t e c h n i c a l a s s i s t a n c e , 

i n v e s t m e n t i n c e n t i v e s , e t c . , i n t o a v i a b l e program o f a c t i o n . The 

p l a n n e r must determine t h a t comb ina t i on which he f e e l s w i l l a ch i e ve 

the d e s i r e d g o a l , determine where i n the s y s tem to use these t o o l s , 

a s c e r t a i n the t i m i n g o r s equenc i n g o f a c t i o n which w i l l o b t a i n 

maximum r e s u l t s , and deve lop the expec ted c o s t s and t im i n g o f c o s t s 

o f imp lement ing the re fo rm. 

The V a l u a t i o n of I npu t Parameter s 

Three c a t e g o r i e s o f i n f o r m a t i o n r e q u i r e d to c a r r y out a s imu -

l a t i o n run w i t h the R e c i f e Sys tems Model a r e : ( 1 ) the data f o r the 



d e s c r i p t i o n o f the c u r r e n t s y s t e m , (2 ) e s t i m a t e s on how tha t s y s -

tem i s expec ted to change o ve r the r e l e v a n t time p e r i o d w i t h o u t 

the i n s t i t u t i o n o f the re fo rm p r og r ams , and (3 ) the changes i n 

parameter v a l u e s which a r i s e from the imp lementa t i on o f the p a r -

t i c u l a r re form o p t i o n s be ing t e s t e d . 

Parameter E s t i m a t i o n f o r the C u r r e n t Sys tem - Va lue s f o r a l l 

parameter i n p u t s must be determined f o r the c u r r e n t s y s tem as a 

b a s i s f o r u s i n g the model. There are a p p r o x i m a t e l y 1 ,200 p a r a -

meter v a l u e s which must be g i v e n to the model each time p e r i o d o f 

a s i m u l a t i o n . To a l a r g e deg ree , the a ccu racy o f t h e i r v a l u a t i o n 

de te rmines the a ccu racy o f the model i n p r e d i c t i n g the impact o f 

re fo rm change s . 

T h i s model p r e s e n t s a major s tep f o rwa rd i n the v a l u a t i o n 

o f t he se base parameter v a l u e s . From the o u t s e t o f the r e s e a r c h , 

an e f f o r t was made to b u i l d e f f e c t i v e i n t e r a c t i o n between the s u r -

vey r e s e a r c h and the p r o c e s s o f b u i l d i n g the model. In t h i s way, 

the model cou ld p r o v i d e a framework f o r the s u r v e y r e s e a r c h , and 

the r e s e a r c h cou l d p r o v i d e i n f o r m a t i o n on the gene ra l s t r u c t u r e 

o f the sy s tem and, i m p o r t a n t l y , much o f the data used i n e s t i m a t -

i n g t he se base pa r amete r s . T h i s i n t e g r a t i o n between the mode l i ng 

e f f o r t and the s u r v e y r e s e a r c h has been q u i t e e f f e c t i v e , and 80% 

o f the parameter i n p u t s are d e r i v e d d i r e c t l y from s u r v e y r e s u l t s 

o r a comb ina t i on o f s u r v e y r e s u l t s and o t h e r i n f o r m a t i o n s o u r c e s 

such as f e d e r a l , s t a t e , and SUDENE census and s u r v e y p u b l i c a t i o n s . 

Resea rch s t a f f and l o c a l B r a z i l i a n o f f i c i a l s p r o v i d e d the i n f o rmed 

e s t i m a t e s f o r pa rameter s on which no o t h e r s ou r ce was a v a i l a b l e 

and m o d i f i e d a v a i l a b l e i n f o r m a t i o n where i t was not d i r e c t l y com-

p a t i b l e w i t h parameter d e f i n i t i o n s . 

Parameter E s t i m a t i o n f o r the Base S i m u l a t i o n Run - The s e c -

ond s t ep i n the d e t e r m i n a t i o n o f i n f o r m a t i o n r equ i r ement s i s 

e v a l u a t i n g which pa rameter s are expected to change i n the sy s tem 

w i t h o u t the imp lementa t i on o f re fo rm p rog rams . T h i s i s ve ry im-

p o r t a n t because a l l re fo rm s i m u l a t i o n s o ve r a g i v e n time p e r i o d 

must be compared to a base s i m u l a t i o n run o ve r the same time 

p e r i o d i n o r d e r to r e a l i s t i c a l l y a s s e s s the e f f e c t s o f those r e -

form o p t i o n s . 

Some o f the parameter s which can be expected to change a r e : 

t o t a l income to each consumer t y p e , the n a t u r a l s h i f t i n s hopp i n g 

b e h a v i o r , the r a t e o f growth i n i n d u s t r i a l ou tpu t and r u r a l o u t -

p u t , and r e l a t i v e p r i c e s . 



I n d e t e r m i n i n g the degree o f change i n the c u r r e n t base 

p a r a m e t e r s , the s u r v e y r e s e a r c h a ga i n p l a y e d an impo r t an t r o l e . 

Because o f the dynamic na tu re o f the economic s y s t e m , h i s t o r i c a l 

data was not e x t e n s i v e l y u sed. ( I n f a c t , very l i t t l e was a v a i l -

a b l e . ) By d e f i n i t i o n , parameter e s t i m a t e s p r o j e c t e d i n t o the 

f u t u r e are l e s s e x a c t than tho se made f o r the c u r r e n t sy s tem and 

must r e p r e s e n t the be s t e x p e c t a t i o n s o f r e s e a r c h e r s and p l a n n e r s 

on how the sy s tem w i l l change ove r the r e l e v a n t t ime p e r i o d 

( u s u a l l y f i ve y e a r s ) . 

Parameter E s t i m a t i o n f o r Reform Op t i on s - Be fo re the s imu -

l a t i o n can be conduc ted , the re form programs must be t r a n s l a t e d 

i n t o parameter v a l u e s at the p o t e n t i a l p o i n t s o f e n t r y i n t o the 

s y s tem. Most parameter i n p u t s may be a l t e r e d to r e f l e c t expected 

changes caused by a re fo rm o p t i o n (some t e c h n i c a l parameter s 

would not be changed ) . But o f the 1 ,200 i n p u t p a r a m e t e r s , o n l y 

a r e l a t i v e l y sma l l number would l i k e l y be changed i n s i m u l a t i n g 

any p a r t i c u l a r re fo rm program. 

There are s e v e r a l gene ra l a rea s where the p l a n n e r must con -

s i d e r i n t e r v e n t i o n i n t o the sy s tem i n o r d e r to e f f e c t i v e l y e v a l -

uate the impact o f a re form on the s y s tem. 

1. Techn i c a l c o e f f i c i e n t s . T e c h n i c a l c o e f f i c i e n t s 
r e l a t i n g the amount o f i n p u t needed per u n i t o f o u t -
put e n t e r the model i n each s e c t o r . I n the consump-
t i o n s e c t o r , the average p r o p e n s i t y to consume i s a 
t e c h n i c a l c o e f f i c i e n t . In the o t he r s e c t o r s , the 
l a b o r c o e f f i c i e n t s may be o f s p e c i a l i n t e r e s t . 

2. S ou r ce s o f pu rcha se p r o p o r t i o n s . G iven the va lue 
o f an i n p u t , t he se parameter s determine where t ha t 
i n p u t i s p u r c h a s e d . These parameter s determine the 
degree o f i n t r a - s e c t o r t r a n s a c t i o n s , i n t e r - s e c t o r 
f l o w s , and the l e v e l o f impor t dependence. In the 
consumpt ion s e c t o r , the average p r o p e n s i t y to shop 
i s such a pa rameter . I t s p l i t s the demand f o r food 
between the d i f f e r e n t types o f channel o u t l e t s i n 
the d i s t r i b u t i o n s e c t o r . S i m i l a r pa rameter s were 
used i n o t h e r s e c t o r s to i n d i c a t e i n p u t pu rcha se 
s o u r c e s . 

3. W i t h i n the d i s t r i b u t i o n s e c t o r , there are th ree 
o the r p o i n t s o f i n t e r v e n t i o n which are e s p e c i a l l y 
impo r t an t to the gene ra l types o f re forms s u g g e s t e d 
by the market development app roach : r e l a t i v e p r i c e 
i n d i c e s between d i s t r i b u t i o n o u t l e t s , l e v e l o f 
g r o s s m a r g i n , and the p r o p o r t i o n o f s p o i l a g e o r 
1 o s s . 

4. In the r u r a l s e c t o r , impo r t an t c o n s i d e r a t i o n must 
be g i v e n the f i v e s p e c i a l m o d e r n - t r a d i t i o n a l t ypes 
o f r u r a l o u t p u t . The y i e l d r a t e s and amount o f 
l and i n c u l t i v a t i o n are the b a s i c i n p u t s r e q u i r e d . 



A l s o , on - f a rm consumpt ion r a t e s , on - f a rm s p o i l a g e , 
r u r a l d i s t r i b u t i o n s p o i l a g e r a t e s and marg in l e v e l s , 
and the p r o p o r t i o n a l d i s t r i b u t i o n of r u r a l ou tpu t 
are impo r t an t f a c t o r s to c o n s i d e r i n the imp lementa-
t i o n o f c o m m o d i t y - o r i e n t e d re fo rm p rog rams . 

5. The l a s t gene ra l area o f i n t e r v e n t i o n o c c u r s i n the 
D e c i s i o n Rou t i ne -Consumer I . For the th ree p r o d u c t 
c a t e g o r i e s ( n o n - p r o c e s s e d f o o d , p r o c e s s e d f o o d , and 
consumer goods ) s u p p l i e d by the l o c a l R e c i f e i n d u s -
t r y s e c t o r and the r u r a l s e c t o r , a c a r e f u l examina -
t i o n o f the a l t e r n a t i v e d e c i s i o n r u l e s shows t h a t a 
s i g n i f i c a n t amount o f f l e x i b i l i t y i s p e r m i t t e d . The 
va lue o f the e n t r y p o i n t s g e n e r a l l y f a l l s between 
a l l o w i n g the l o c a l s u p p l y s e c t o r ( i n d u s t r y o r r u r a l ) 
to r e a c t f u l l y to any s u r p l u s o r d e f i c i t and a l l o c a t -
i ng any d e f i c i t to i n c r e a s i n g i m p o r t a t i o n and any 
s u r p l u s to i n c r e a s i n g accumulated i n v e n t o r i e s . 

Once the parameter s to be changed are de te rm ined , the degree 

to wh ich they w i l l change over the time p e r i o d must be dec ided . 

That d e c i s i o n depends on the t ype s o f changes i n d i c a t e d by econom-

i c r e s e a r c h , the t h e o r e t i c a l u n d e r p i n n i n g assumed, and the e x p e c t a -

t i o n s o f the development p l a n n e r s . These e s t i m a t e s are l e s s p r e c i s e 

than e i t h e r o f the f i r s t two s e t s o f parameter v a l u e s . The speed 

o f computer s i m u l a t i o n , however , pe rm i t s more than one s e t o f e s t i -

mates to be e v a l u a t e d . Thu s , w h i l e the model i n any g i v e n run i s 

d e t e r m i n i s t i c i n c h a r a c t e r , s i m u l a t i n g h i g h and low e s t i m a t e s on 

key v a r i a b l e s a round a " b e s t e s t i m a t e " g i v e s r e s u l t s which would 

c o n t a i n a range o f expected v a l u e s f o r the impo r tan t per formance 

measures chosen f o r e v a l u a t i o n o f the impact o f the reform program. 

S i m u l a t i o n o f Reform Op t i on s 

The R e c i f e Systems Model i s c o n s t r u c t e d as a s e t o f i n d i v i -

dual s e c t o r s and then l i n k e d by the i n t e r - s e c t o r f l ows o f g o o d s , 

s e r v i c e s , l a b o r and c a p i t a l which take p l a ce i n the s y s tem. The 

e x p l i c i t computer program f o r the model and the f l e x i b i l i t y b u i l t 

i n t o the model t h r ough the p l a n n e r e n t r y r o u t i n e s pe rm i t s the 

model to be used i n more than one way. The type o f use to which 

the model i s put w i l l , o f c o u r s e , depend on the c h a r a c t e r o f the 

a n a l y s i s and r e s u l t s d e s i r e d . Below i s a l i s t o f some o f the ways 

i n which the R e c i f e Model can be s i m u l a t e d . 

1. The model i s so s t r u c t u r e d t h a t an i n d i v i d u a l s e c t o r 
o r group o f s e c t o r s can be s i m u l a t e d s e p a r a t e l y . 

2. S i n c e the time p e r i o d i s a r b i t r a r y , the model can be 
used f o r very s h o r t - r u n f o r e c a s t i n g by a s suming time 
p e r i o d s o f one month or one week, or i t can be used 
f o r l o n g e r - r u n a n a l y s i s by as suming t ha t each t ime 
p e r i o d i s a y e a r o r more i n l e n g t h . 



3. C u r r e n t l y , the model dea l s w i t h a l l goods f l o w i n g 
i n the s y s tem. I t i s f e a s i b l e to narrow the scope 
o f the model to deal w i t h one p r oduc t or g roup o f 
p r o d u c t s w i t h o u t chang ing the s t r u c t u r e . 

4. Through s e n s i t i v i t y a n a l y s i s , a g i v e n parameter 
can be t e s t e d i n o r de r to unde r s t and the e f f e c t 
o f v a r i o u s degrees o f change i n t h a t parameter on 
the sy s tem i n g e n e r a l . T h i s type o f a n a l y s i s i s 
u s e f u l i n d e t e r m i n i n g the a ccu racy o f e s t i m a t i o n 
needed f o r a pa ramete r . 

E v a l u a t i o n o f S i m u l a t i o n R e s u l t s 

Per formance Measures - The s u c c e s s o f t h i s mode l i ng e f f o r t 

depends to a l a r g e e x t en t on e f f e c t i v e l y r e l a t i n g the r o l e s o f the 

p l a n n e r , r e s e a r c h e r , and mode le r . I n o r d e r f o r t h i s i n t e r a c t i o n 

to take p l a c e , a s e t of per formance measures must be s p e c i f i e d . 

The purpose o f these measures i s to p r e s e n t an e x p l i c i t s t a tement 

o f the c r u c i a l f a c t o r s by which a l t e r n a t i v e reform o p t i o n s can be 

e v a l u a t e d . In e s s e n c e , the model must be ab le to g i v e the p l a n n e r 

a s e t o f compara t i ve measures o f per fo rmance r e l a t i v e to d e v e l o p -

mental p l a n n i n g g o a l s . 

As d e s c r i b e d e a r l i e r , o n l y economic v a r i a b l e s are i n c l u d e d 

i n t h i s model. Thu s , o n l y economic measures are used i n the a n a l -

y s i s o f a l t e r n a t i v e re form o p t i o n s . The per fo rmance measures used 

here are o n l y a s u b - s e t o f those employed i n the f i n a l d e c i s i o n . 

The s o c i a l , c u l t u r a l and p o l i t i c a l e f f e c t s o f the re form must be 

i n c l u d e d i n t h a t f i n a l d e c i s i o n . However, knowledge o f the e co -

nomic impact o f re forms can o f t e n be used by the development p l a n -

ner i n e v a l u a t i n g the expec ted s o c i a l and p o l i t i c a l e f f e c t s o f the 

p ropo sed re fo rm p rog rams . 

The per formance measures which s y s tems a n a l y s i s and t h i s 

model emphas ize c e n t e r around the concept o f f l o w . S p e c i f i c a l l y , 

the emphas i s i s on the f low o f goods and s e r v i c e s t h rough the s y s -

tem as opposed to the l e v e l o f s t o c k s i n the s y s tem ( i . e . , q u a n t i -

ty o f s t o r a g e , number o f d w e l l i n g u n i t s , e t c . ) . T h u s , the volume 

o f f l o w , the r a te o f f l o w , the mix o f the f l o w , and the d i s t r i b u -

t i o n o f the f low o f g o o d s , s e r v i c e s and income th rough the s y s tem 

form the f o u n d a t i o n on which the per formance measures f o r t h i s 

model are b u i l t . Below i s a l i s t o f a few of the p o t e n t i a l mea-

s u r e s which t h i s model can g i v e as r e s u l t s . The e x p l i c i t c ho i ce 

o f c r i t e r i a depends on the i n f o r m a t i o n which the p l a n n e r f e e l s i s 

i m p o r t a n t i n making a d e c i s i o n . 



1. The t o t a l v a l ue o f money income g e n e r a t e d , i t s 
d i s t r i b u t i o n and r a t e o f change by consumer type 
and economic s e c t o r . 

2. The va lue o f rea l i n c rementa l income gene r a t ed 
to f i n a l consumers from s h i f t i n g buy i n g b e h a v i o r 
and chang i ng r e l a t i v e p r i c e s . 

3. The a b s o l u t e l e v e l o f i m p o r t a t i o n and the r a te o f 
change i n the va lue o f i m p o r t a t i o n by s e c t o r 
( impo r t s u b s t i t u t i o n ) . 

4. The l e v e l o f s p o i l a g e and/or l o s s i n the s y s tem 
by s e c t o r . 

5. C a p a c i t y and c a p a c i t y u t i l i z a t i o n . 

6. The l e v e l o f l a b o r demand by s e c t o r . 

E v a l u a t i o n and A c t i o n - Once the s i m u l a t i o n s have been r u n , 

the r e s u l t s must be e v a l u a t e d r e l a t i v e to the per formance measures 

deve l oped . E s t i m a t e s o f the i n t e r n a l s y s tem c o s t s and b e n e f i t s 

d e r i v e d from the re fo rms are then compared w i t h the i n ve s tmen t 

n e c e s s a r y to implement the re fo rm. The r e s u l t s g i v e a r e p r e s e n t a -

t i o n o f the economic f e a s i b i l i t y and d e s i r a b i l i t y o f the g i v e n 

re fo rm. The development p l a n n e r can then a s s e s s the economic 

i m p l i c a t i o n s o f a re fo rm i n compar i son w i th i t s s o c i a l and p o l i -

t i c a l i m p l i c a t i o n s . A d e c i s i o n can be made to ac t on the r e f o rm, 

to d e f e r a c t i o n u n t i l parameter e s t i m a t e s are more a c c u r a t e , o r to 

w a i t u n t i l r e s e a r c h r e v e a l s more f u l l y the f u n c t i o n a l r e l a t i o n s h i p s 

w i t h i n the model. I n s h o r t , the d e c i s i o n - m a k e r (model u s e r ) can 

ac t o r de f e r a c t i o n ; i f a c t i o n i s d e f e r r e d , improved i n f o r m a t i o n 

may be s o u g h t . ( Improved accu racy must be ba l anced a g a i n s t the 

added c o s t s o f o b t a i n i n g the b e t t e r i n f o r m a t i o n . ) 

The R e c i f e Systems Model o f f e r s a un ique f l e x i b i l i t y i n the 

type o f e v a l u a t i o n which i s conducted on the r e s u l t s o f a s i m u l a -

t i o n run . The computer program f o r t h i s model pe rm i t s exac t com-

p u t a t i o n of the se c r i t e r i a from o t h e r i n t e r n a l l y g ene ra ted r e s u l t s 

i n the model. For a s i m u l a t i o n o f f i v e t ime p e r i o d s , t he re are 

310 pages o f d e t a i l e d economic i n f o r m a t i o n . The s t r u c t u r e o f the 

economy i s p r e s e n t e d i n d e t a i l f o r each component w i t h i n each s e c -

t o r i n the s y s t e m , and summary s t a tement s are deve l oped . C o s t -

p r o f i t s c h e d u l e s f o r the d i s t r i b u t i o n s e c t o r and the i n d u s t r y s e c -

t o r are p r e s e n t e d , r a t e s of changes on most pa rameter s and c a l c u -

l a t e d r e s u l t s are computed, e t c . F u r t h e r , i n the D e c i s i o n R o u t i n e -

Consumer I , the d e c i s i o n r u l e s are p r e s e n t e d i n t e x t form accom-

pan i ed by t h e i r use and e f f e c t on the s y s tem. 



Thus , the per formance measures g i v e an o ve r v i ew of the 

r e s u l t s o f the s i m u l a t i o n , but the re remains the f l e x i b i l i t y to 

ana l y ze i n d e t a i l any p o r t i o n o f the economic s y s tem. T h i s be-

comes impo r t an t when c o n s i d e r i n g the d i f f e r e n t i a l impact o f 

re forms w i t h i n a g i v e n s e c t o r . For example, the r e s u l t s o f one 

o f the ma rke t i n g re fo rms showed the t o t a l wages gene ra ted i n the 

d i s t r i b u t i o n s e c t o r to be on l y s l i g h t l y lower than what c o u l d 

have been expected w i t h o u t the re fo rm. A c a r e f u l i n v e s t i g a t i o n 

o f the d e t a i l e d p r i n t o u t showed t h a t modern food o u t l e t s had 

g a i n e d a l a r g e i n c r e a s e i n wages and t r a d i t i o n a l o u t l e t s had 

l o s t a l a r g e amount of wage income. To the p l a n n e r who i s t r y -

i n g to a s c e r t a i n the " r e a l " economic impact o f a r e fo rm and a l s o 

judge some o f the non-economic r e s u l t s , t h i s knowledge o f the 

d i f f e r e n t i a l r e s u l t on wages would be i m p o r t a n t . 



CHAPTER 12 

A GENERAL SUMMARY OF I S S U E S , 

CONCLUSIONS AND RECOMMENDATIONS 

The r eade r o f the p r e v i o u s c h a p t e r s has seen t h a t our exam-

i n a t i o n o f the exchange p r o c e s s reaches deep ly i n t o many a s p e c t s 

of s o c i e t y . I t i s u s e f u l now to summarize the i s s u e s t h a t have 

been s t u d i e d , the e v i dence t h a t has been g e n e r a t e d , and the recom-

mendat ions t h a t have been o f f e r e d . T h i s c hap te r a t tempts to s e t 

the s t a g e f o r v i e w i n g ma rke t i n g changes i n a " s y s t e m s " c o n t e x t and 

f o r u t i l i z i n g the gene r a l s y s tems s i m u l a t i o n model f o r examin ing 

s e l e c t e d p o l i c y i s s u e s . 

Development Goa l s and Market P r o c e s s e s 

I t was a rgued i n Chapter 1 t h a t market p r o c e s s e s are impo r -

t a n t components i n the more gene ra l p r o c e s s of economic and s o c i a l 

deve lopment . Fu r t he rmore , market p r o c e s s e s , when v iewed as the 

c o o r d i n a t i n g and r e g u l a t i n g mechanism o f a s o c i o - e c o n o m i c s y s t e m , 

become i n c r e a s i n g l y impo r t an t as t h a t s y s t em s h i f t s from a t r a d i -

t i o n a l a g r a r i a n s o c i e t y toward an u r b a n - i n d u s t r i a l s o c i e t y . But 

market p r o c e s s e s have been r e l a t i v e l y n e g l e c t e d by development 

p l a n n e r s . T h i s i s i n p a r t because ma r ke t i n g t r a n s c e n d s the bound-

a r i e s o f the c o n v e n t i o n a l s e c t o r a l p l a n n i n g app roach . A l s o , market 

p r o c e s s e s deal w i t h a s p e c t s o f human a c t i v i t y t h a t can on l y be 

u n d e r s t o o d w i t h i n the c on tex t o f a broad s o c i a l s c i e n c e p e r s p e c t i v e . 

There are s e v e r a l w i d e l y s ough t economic development g o a l s 

s i g n i f i c a n t l y a f f e c t e d by market p r o c e s s e s . These g o a l s , which 

were d e s c r i b e d i n Chapter 1, i n c l u d e the f o l l o w i n g : 

1. Growth i n g r o s s p r o d u c t 

2. F u l l employment o f l a b o r 

3. R i s i n g l e v e l s o f p r o d u c t i v i t y 

4. Le s s c o n c e n t r a t e d income d i s t r i b u t i o n 

Marke t p r o c e s s e s can a c t i v e l y c o n t r i b u t e to the ach ievement 

o f t he se development g o a l s i n a v a r i e t y o f ways . However, some 

s p e c i f i c c o n t r i b u t i o n s o f market p r o c e s s improvements i n d e v e l o p i n g 

economies can be s u g g e s t e d : 

1. Reduce c o s t s of p r e s e n t m a r k e t i n g s e r v i c e s t h r ough 
improved c o o r d i n a t i o n o f the p r o d u c t i o n - m a r k e t i n g 
s y s t em. 



2. Expand e f f e c t i v e demand by r e d u c i n g r e l a t i v e p r i c e s 
o f l o c a l p r o d u c t s , such as f o o d , which are consumed 
by low- income peop le who spend a h i gh p r o p o r t i o n o f 
t h e i r income on f ood . 

3. Improve and expand ma rke t i n g s e r v i c e s to meet the 
i n c r e a s i n g demand f o r g r e a t e r p r oduc t v a r i e t y , chang -
i n g p r o p o r t i o n s o f p r o d u c t s , and improved p r oduc t 
q u a 1i t y . 

4. S t i m u l a t e e x p a n s i o n o f food p r o d u c t i o n t h r ough i n p u t 
market improvements and the encouragement o f use of 
new t e c h n o l o g i e s by p r o v i d i n g b e t t e r p r o d u c t market 
a s s u r a n c e s to f a r m e r s . 

5. S t i m u l a t e p r o d u c t i o n , ma rke t i n g and consumpt ion of 
l o c a l l y p roduced n o n - f o o d consumpt ion goods to ab so rb 
the d i s c r e t i o n a r y income r e s u l t i n g from the r e l a t i v e 
d e c l i n e i n the c o s t o f f ood . 

A D i a g n o s i s o f Ma rke t P r o c e s s e s 
i n the R e c i f e Foodshed 

The ma r ke t i n g re fo rm s t r a t e g y t h a t e v o l v e d i n t h i s r e s e a r c h 

p r o j e c t b e g i n s w i th a d i a g n o s t i c s t u d y o f the e x i s t i n g p r o d u c t i o n -

ma rke t i n g s y s tem i n p a r t i c u l a r market a r e a s . T h i s was done i n 

R e c i f e , B r a z i l , i n o r de r to o b t a i n i n f o r m a t i o n f o r use as a b a s i s 

f o r p o l i c y and p l a n n i n g d e c i s i o n s . A t t e n t i o n was f o c u s e d on urban 

food m a r k e t i n g i n R e c i f e and on the p r o d u c t i o n and ma r ke t i n g of 

s e l e c t e d a g r i c u l t u r a l p r o d u c t s and farm i n p u t s i n the R e c i f e f o o d -

shed a rea . An attempt was made to i d e n t i f y s o c i o - e c o n o m i c b a r r i e r s 

to expanded ou tpu t and i n c r e a s e d p r o d u c t i v i t y . On the b a s i s o f the 

i n f o r m a t i o n g a t he red by the r e s e a r c h a c t i v i t y , a s e r i e s o f i n t e r -

r e l a t e d c o n c l u s i o n s were reached c o n c e r n i n g the e x i s t i n g m a r k e t i n g 

s y s tem and the p o s s i b i l i t i e s f o r imp lement ing changes t h a t would 

c o n t r i b u t e to the ach ievement o f development g o a l s . A s e t of con -

c l u s i o n s and recommendat ions f o r m a r k e t i n g re fo rm programs was f o r -

mu la ted . They are summarized below and r e c a s t as p a r t o f an o v e r -

a l l ma r ke t i n g re fo rm s t r a t e g y . 

Chapter 3 p r e s e n t e d ev i dence t h a t i n d u s t r i a l development p r o -

grams now be i ng c a r r i e d f o rwa rd i n the N o r t h e a s t a r e , i n f a c t , 

c r e a t i n g the c a p a c i t y to produce l o c a l l y consumable goods and s e r -

v i c e s . Yet e f f e c t i v e demand and i n s t i t u t i o n s to market t h i s i n d u s -

t r i a l p r o d u c t i o n are not be ing f o s t e r e d at the same r a t e . I n d u s -

t r i a l c a p a c i t y i s c e r t a i n l y a n e c e s s a r y c o n d i t i o n f o r deve lopment , 

but c a p a c i t y a lone i s not s u f f i c i e n t to a ch i e ve t a k e - o f f . The i n -

d u s t r i a l development programs o f the N o r t h e a s t do not now have a 

s t r o n g emphas i s upon improvement o f m a r k e t i n g . Yet there appears 



to be no s p e c i f i c r ea son why t h i s l i m i t a t i o n on development i n v e s t -

ment needs to c o n t i n u e . E f f o r t s s h o u l d be made to f o s t e r market 

p l a n n i n g and m a r k e t i n g i n s t i t u t i o n development to complement the 

i n d u s t r i a l p r o d u c t i o n e x p a n s i o n s be i ng f o s t e r e d by the 34/18 program 

and by o t h e r development s t r a t e g i e s now o p e r a t i n g i n the N o r t h e a s t . 

T h i s r e s e a r c h s u g g e s t s a p o t e n t i a l f o r expanded market o u t l e t s f o r 

i n d u s t r i a l l y p roduced farm i n p u t s and f o r l o w - c o s t consumpt ion goods 

f o r both r u r a l and urban low- income f a m i l i e s . 

Chapter 4 p r e s e n t s c o n s i d e r a b l e e v i dence t h a t urban consumer 

b e h a v i o r i s such t h a t changes i n food r e t a i l m a r k e t i n g i n s t i t u t i o n s 

and p r a c t i c e s would be accepted by a s u b s t a n t i a l pe r cen tage o f the 

s h o p p e r s . The average p r o p e n s i t y to consume food f o r d i f f e r e n t i n -

come g roups v a r i e s s u b s t a n t i a l l y , so t h a t a l o w e r i n g o f the p r i c e s 

of s t a p l e s would expand demand f o r l o c a l consumpt ion g o o d s , p a r t i -

c u l a r l y f ood . A d e t a i l e d s t u d y o f consumer food e x p e n d i t u r e s i n 

R e c i f e r e v e a l e d t h a t the l ower 58% of the f a m i l i e s s p e n t app rox ima te -

l y 70% o f t h e i r income on food (Tab le 4 . 4 ) . The nex t 24% of f a m i -

l i e s s pen t 57% of t h e i r income on f o o d , w h i l e the o v e r - a l l mean was 

56%. 

Chapter 4 a l s o s u b s t a n t i a t e s the c o n t e n t i o n t h a t consumer s h o p -

p i n g b e h a v i o r and a t t i t u d e s toward l a r g e - s c a l e , l o w - p r i c e o u t l e t s i s 

such t h a t a s i g n i f i c a n t s h a r e o f low- income consumers appear w i l l i n g 

to shop i n l a r g e - s c a l e d i s c o u n t s upe rma rke t s when these o u t l e t s are 

a v a i l a b l e and when these consumers are encouraged to u t i l i z e them. 

However, i t i s c l e a r t h a t the s e l f - s e r v i c e s t o r e s are p a t r o n i z e d 

more i n t e n s i v e l y by those who spend more on f o o d , and t h a t " p r i c e " 

i s the p r i n c i p a l r ea son why s e l f - s e r v i c e s hoppe r s p r e f e r these o u t -

l e t s . But l a ck o f a c o n v e n i e n t l o c a t i o n d e t e r s s hoppe r s from u s i n g 

these o u t l e t s . 

I n c o n t r a s t , p u r c h a s e r s i n n e i g h b o r h o o d s t o r e s i n d i c a t e t h a t 

conven ience i s the overwhe lming r ea son f o r t h e i r u s e , and t h a t p r i c e 

i s the c r i t i c a l r ea son why s hoppe r s p r e f e r not to u t i l i z e l o c a l 

s t o r e s f o r the same t ypes o f p r o d u c t s g e n e r a l l y a v a i l a b l e i n the 

s e l f - s e r v i c e o u t l e t s . Permanent market s and s t r e e t f a i r s are s i m i -

l a r i n many of t h e i r a t t r i b u t e s , and consumers appear to shop the re 

most o f t e n because o f the q u a l i t y , v a r i e t y and p r i c e o f p r o d u c t s . 

From o t h e r i n f o r m a t i o n , we know t h a t the p r o d u c t s r e g u l a r l y pu r cha sed 

i n s e l f - s e r v i c e and ne i ghbo rhood s t o r e s tend to be dry g r o c e r y p r o d -

u c t s , wh i l e p e r i s h a b l e s are pu r cha sed i n permanent markets and s t r e e t 

f a i r s . The s e l f - s e r v i c e s t o r e , permanent market s and s t r e e t f a i r s 

are used f o r the major once-a -week s h o p p i n g e x p e d i t i o n s , w i t h the 



n e i g h b o r h o o d s t o r e s f o r f i l l - i n pu r cha se s f o r h i g h e r income p e o p l e ; 

but the lower income peop le f i n d themse l ve s t i e d more f u l l y to the 

ne i ghbo rhood s t o r e s and s t r e e t f a i r s f o r the s m a l l , and n e c e s s a r i l y 

more f r e q u e n t , pu r cha se s t h a t they make. Thu s , i g n o r i n g t r a n s p o r t 

c o s t s , by s h o p p i n g at the more e x p e n s i v e but more c o n v e n i e n t n e i g h -

borhood s t o r e , the poor i n e f f e c t pay more f o r t h e i r f ood . 

T r a d i t i o n a l s i n g l e - p r o d u c t r e t a i l i n s t i t u t i o n s do not va r y 

t h e i r ma rg i n s i n v e r s e l y w i t h t u r n o v e r to i nduce low- income consumers 

to pu rcha se s t a p l e l o w - c o s t consumer g o o d s , w h i l e e n c o u r a g i n g h i g h e r 

income consumers to pu r cha se impu l s e i tems c a r r y i n g h i g h e r m a r g i n s . 

Such o p t i o n s are c l e a r l y l i m i t e d to the l a r g e r m u l t i - p r o d u c t o u t l e t s . 

A l s o , because o f s c a l e e conom ie s , t he se l a r g e o u t l e t s can u s u a l l y 

o f f e r lower p r i c e s on the l e s s f r e q u e n t l y pu r cha sed goods than can 

the t r a d i t i o n a l s i n g l e o u t l e t s t a l l m e r c h a n t s , even w i th low m a r g i n , 

p romot i ona l p r i c i n g o f s t a p l e s . Chapter 5 documented t h i s c o n c l u s i o n . 

A s u r v e y of N o r t h e a s t B r a z i l f a rmer s r e v e a l e d t h a t r u r a l con -

sumers have ve ry h i g h a s p i r a t i o n s to i n c r e a s e t h e i r consumpt ion o f 

f ood and u r ban -p r oduced p r o d u c t s . Thu s , the t w o - t h i r d s o f the t o t a l 

p o p u l a t i o n o f the N o r t h e a s t who l i v e i n the r u r a l a r e a s , though t h e i r 

incomes are l ow, form an i m p o r t a n t and expandab le market f o r u rban -

produced consumpt ion good s . 

In the l a r g e urban c e n t e r s , food ma r ke t i n g re fo rms appear 

p r a c t i c a l and l i k e l y to reduce p r i c e s and expand s a l e s . For example, 

d i s c o u n t s upe rmarke t s are g e t t i n g s t a r t e d i n R e c i f e and are expand-

i n g as r a p i d l y as t h e i r a v a i l a b l e i n ve s tmen t c a p i t a l and management 

s k i l l s w i l l a l l o w (Chap te r 6 ) . The d i s c o u n t s upe rmarke t s are a f -

f e c t i n g the p r i c e s t r u c t u r e o f o t h e r s e l f - s e r v i c e r e t a i l o u t l e t s as 

we l l as nearby t r a d i t i o n a l s t a l l r e t a i l e r s (Tab le 6 . 1 ) . The d i s -

count s upe rmarke t s have been a t t empt i n g v e r t i c a l c o o r d i n a t i o n to 

reduce the number o f t r a n s a c t i o n s and to cut c o s t s o f a c q u i r i n g 

major food i t e m s . They have used t h e i r market power to cut d i s t r i -

b u t i o n c o s t s f o r r i c e and eggs and are c o n t e m p l a t i n g s i m i l a r a c t i o n 

on o t h e r i t e m s . 

T r a d i t i o n a l s t a l l and ne i ghbo rhood s t o r e merchant s appear to 

be r e s p o n d i n g to the programs o f CARE, a p u b l i c agency under the 

a d m i n i s t r a t i v e d i r e c t i o n o f CANESA/SUDENE t h a t i s o p e r a t i n g a new 

w h o l e s a l e r food d i s t r i b u t i o n cen te r i n R e c i f e . G iven the mount ing 

p r e s s u r e from d i s c o u n t s u p e r m a r k e t s , these t r a d i t i o n a l merchants 

would very l i k e l y r e spond to f u r t h e r o r g a n i z a t i o n o f food d i s t r i b u -

t i o n a c t i v i t i e s . However, u n l e s s programs are s t epped up to a s s i s t 

these urban m a r k e t e r s , t h e i r r e a c t i o n to the r i s e of d i s c o u n t s u p e r -

markets may be n e g a t i v e and c o n s t i t u t e a s e r i o u s prob lem. 



The e v i dence c o l l e c t e d i n the f i v e r u r a l s u r v e y s i n N o r t h e a s t 

B r a z i l i n d i c a t e s t h a t p r o d u c t i o n o f s t a p l e foods i s s t i l l i n the 

e a r l y s t a g e s of t e c h n o l o g i c a l t r a n s f o r m a t i o n ( Chap te r s 7 th rough 10 ) . 

Most f a rmer s c o n t i n u e to use t r a d i t i o n a l p r o d u c t i o n methods. Crop 

y i e l d s remain low when compared to o t he r a rea s o f B r a z i l . However, 

t o t a l a g r i c u l t u r a l ou tpu t has been i n c r e a s i n g as the area c u l t i v a t e d 

i s expanded. 

A c e n t r a l problem of a g r i c u l t u r a l development i n the N o r t h e a s t 

i s to s t i m u l a t e t e c h n o l o g i c a l and o r g a n i z a t i o n a l changes so t ha t 

l a r g e r volumes o f p r o d u c t s can be produced and s o l d at lower c o s t s . 

T h i s would improve the d i e t o f both r u r a l and urban consumers and 

r a i s e r u r a l income. C u r r e n t l y , s u b s t a n t i a l q u a n t i t i e s o f b a s i c f o o d -

s t u f f s f l ow i n t o the N o r t h e a s t from s o u t h e r n B r a z i l . Thu s , on i tems 

such as r t c e and b e a n s , i n c r e a s e d l o c a l p r o d u c t i o n c o u l d r e p l a c e 

t he se impo r t s w i t h o u t e n c o u n t e r i n g s e r i o u s demand c o n s t r a i n t s i n 

N o r t h e a s t m a r k e t s . 

Ma jo r re forms w i l l be needed i n both the a g r i c u l t u r a l i n p u t 

and p r o d u c t m a r k e t i n g s y s tems to s t i m u l a t e a more r a p i d r a te o f 

a g r i c u l t u r a l deve lopment . Modern farm i n p u t s are not g e n e r a l l y 

a v a i l a b l e i n l o c a l r u r a l m a r k e t s . Chemical f e r t i l i z e r s c ou l d not 

be pu r cha sed i n any of the r u r a l a rea s s u r v e y e d (Chap te r 8 ) . P e s t i -

c i d e s were u s u a l l y a v a i l a b l e , but c o s t s were h i g h . T r a c t o r s and 

c e r t a i n i tems o f farm mach inery were a v a i l a b l e i n the Sao F r a n c i s c o 

and I r e c e a r e a s , but s e r v i c e and r e p a i r p a r t s were s e r i o u s p r ob l ems . 

The p r i c e s o f a l l a g r i c u l t u r a l i n p u t s tended to be h i g h , r e f l e c t i n g , 

among o t h e r t h i n g s , the 18% ( ICM) s a l e s t a x . A l t hough s u b s i d i z e d 

c r e d i t i s a v a i l a b l e to fa rmers t h rough government bank s , t he re i s 

s t i l l c o n s i d e r a b l e c r e d i t r a t i o n i n g . G iven the c u r r e n t low l e v e l s 

of fa rmer income and the n e c e s s i t y o f s p e n d i n g a h i g h pe r cen tage o f 

t h i s income on f a m i l y l i v i n g e x p e n s e s , f u r t h e r e x p a n s i o n o f p r o d u c -

t i o n c r e d i t w i l l be n e c e s s a r y to s u p p o r t i n c r e a s e d use o f modern 

farm i n p u t s (Chap te r 8 ) . 

The r u r a l a s semb ly markets f o r s t a p l e foods are c h a r a c t e r i z e d 

by many s m a l l - s c a l e o p e r a t o r s hampered by poor i n f o r m a t i o n and t r a n s -

p o r t a t i o n networks (Chap te r 9 ) . A m a r k e t - s h a r i n g e t h i c tends to 

f u r t h e r reduce the l e v e l of c o m p e t i t i o n , a l t h o u g h no s i g n i f i c a n t 

c o n c e n t r a t i o n s o f market power are r e a d i l y appa ren t i n a s sembly mar-

ket o p e r a t i o n s f o r s t a p l e f o o d s . The i t i n e r a n t t r u c k e r - a s s e m b l e r 

has become an i m p o r t a n t c o m p e t i t i v e e lement , pe r f o rm ing an a r b i t r a g e 

f u n c t i o n i n the r u r a l ma r ke t i n g s y s tem. The appa ren t need i s f o r 

i n c r e a s e d s c a l e o f a s sembly market o p e r a t i o n s and a r e d u c t i o n i n the 



number o f t r a n s a c t i o n s o c c u r r i n g between the fa rm and the u rban 

r e t a i l m a r k e t . T h i s w i l l r e q u i r e i m p r o v e d c a p i t a l i z a t i o n o f mar -

k e t i n g f i r m s and b e t t e r v e r t i c a l c o o r d i n a t i o n o f marke t c h a n n e l s 

t h r o u g h i m p r o v e d i n f o r m a t i o n f l o w s and change s i n o r g a n i z a t i o n a l 

s t r u c t u r e s . 

The l a c k o f c r e d i t showed up i n two ways i n the p r o d u c t 

m a r k e t s . Fa rmer s ( e s p e c i a l l y r i c e , bean and c o t t o n f a r m e r s ) f r e -

q u e n t l y bo r r owed f rom a s s e m b l e r s , p l e d g i n g the d e l i v e r y o f t h e i r 

c r op a t h a r v e s t t i m e , g e n e r a l l y a t p r i c e s below the p r e v a i l i n g 

m a r k e t l e v e l . A l s o , a s s e m b l e r s f r e q u e n t l y t ook d e l i v e r y o f p r o d -

u c t s f rom f a r m e r s b u t d e f e r r e d payment f o r a month o r more. Thus 

f a r m e r s were p r o v i d i n g much o f the f i n a n c i n g f o r i n v e n t o r i e s c a r -

r i e d by a s s e m b l e r s . 

The s t u d y o f R e c i f e ' s f l u i d m i l k m a r k e t i n g s y s t e m r e v e a l e d 

t h a t con sumer s were d i s s a t i s f i e d w i t h the q u a l i t y o f the m i l k and 

i t s u n c e r t a i n a v a i l a b i l i t y ( C h a p t e r s 4 and 9 ) . Improvement s i n 

h a n d l i n g p r a c t i c e s a t a l l l e v e l s i n the p r o d u c t i o n , a s s e m b l y , p r o -

c e s s i n g and d i s t r i b u t i o n c h a n n e l s a re e s s e n t i a l to marke t e x p a n -

s i o n . Much o f t h i s c o u l d be c a r r i e d ou t w i t h f a i r l y low c a p i t a l 

i n v e s t m e n t s , s i n c e the p a s t e u r i z i n g p l a n t has c o n s i d e r a b l e unu sed 

c a p a c i t y ( C h a p t e r 1 0 ) . 

The p e r s o n a l c h a r a c t e r i s t i c s , a t t i t u d e s and c o m m u n i c a t i o n 

l i n k a g e s o f f a r m e r s and r u r a l ma r ke t o p e r a t o r s po se f o r m i d a b l e 

b a r r i e r s to marke t r e f o r m p r o g r a m s . L i t e r a c y l e v e l s a re g e n e r a l l y 

low. Fa rmer s have l i t t l e knowledge o f modern a g r i c u l t u r a l t e c h n o l -

o g y . A t t i t u d e s o f both f a r m e r s and a s s e m b l e r s r e f l e c t a t r a d i t i o n -

a l v iew o f t h e i r e n v i r o n m e n t . A h i g h p e r c e n t a g e have l i t t l e hope 

o f i m p r o v i n g t h e i r l i v e s by t h e i r own e f f o r t s . The f a r m e r ' s com-

m u n i c a t i o n l i n k a g e to the o u t s i d e w o r l d i s c e n t e r e d i n h i s f r e q u e n t 

p a r t i c i p a t i o n i n l o c a l f e i r a s , a l t h o u g h r a d i o l i n k a g e s a re u t i l i z e d 

f a i r l y f r e q u e n t l y . Howeve r , much o f h i s ma r ke t i n f o r m a t i o n r e a c h e s 

him by i n t e r p e r s o n a l s o u r c e s , and he has few a l t e r n a t i v e c h a n n e l s 

to u s e . The heavy use o f i n t e r p e r s o n a l s i n g l e - c h a n n e l i n f o r m a t i o n 

n e t w o r k s makes him dependen t on o t h e r m a r k e t e r s f o r many d e c i s i o n s , 

and hence s u b j e c t to some e x p l o i t a t i o n . 

On the b a s i s o f ou r r e s e a r c h , i t a p p e a r s t h a t some o f the 

r u r a l a r e a s s t u d i e d wou ld r e s p o n d more r a p i d l y to a p rog ram o f 

m o d e r n i z a t i o n t h a n o t h e r a r e a s . C o n d i t i o n s a re p r o b a b l y most f a v o r -

a b l e to m o d e r n i z a t i o n e f f o r t s i n the Sâo F r a n c i s c o r i c e a r e a . R e c i f e 

m i l k p r o d u c e r s wou l d a l s o be l i k e l y to r e s p o n d to ma rke t i m p r o v e m e n t s . 

The bean p r o d u c e r s i n I r e c ê and A l a g o a s form an i n t e r m e d i a t e g r o u p , 



wi th the I r e c e p r oduce r s e v i d e n c i n g g r e a t e r p r o g r e s s at t h i s p o i n t 

i n t ime . C o n d i t i o n s i n the manioc and c o t t o n a rea s appear to be 

l e s s f a v o r a b l e f o r qu i c k r e s u l t s from a m o d e r n i z a t i o n program 

(Chap te r s 7 - 1 0 ) . 

Summary o f Recommendations 

The i s s u e s and ev i dence j u s t p r e s e n t e d l ead d i r e c t l y to r e -

commendations f o r a m a r k e t i n g development program d e s i g n e d f o r 

R e c i f e and i t s f o od shed . I t i s c o n v e n i e n t to t h i n k o f the ma r ke t -

i n g development program i n two r e l a t e d p a r t s : urban m a r k e t i n g r e -

forms and r u r a l m a r k e t i n g r e f o r m s . 

Urban M a r k e t i n g Reforms 

The urban food ma r ke t i n g s y s t em i n R e c i f e i s a l r e a d y i n the 

e a r l y s t a g e s o f m o d e r n i z a t i o n . T h e r e f o r e , the recommendat ions o u t -

l i n e a s e r i e s o f a c t i o n s which would a c c e l e r a t e and g i v e d i r e c t i o n 

to changes c u r r e n t l y i n p r o g r e s s . The urban food marke t i ng r e f o r m s , 

a long w i t h r e l a t e d e f f o r t s to improve the u r b a n - r u r a l f l ow o f both 

consumpt ion and p r o d u c t i o n g o o d s , are emphas i zed as n e c e s s a r y con -

d i t i o n s f o r a c c e l e r a t e d economic deve lopment . 

A b a s i c recommendation i s to make a v a i l a b l e i n ve s tmen t funds 

and t e c h n i c a l a s s i s t a n c e f o r m a r k e t i n g a c t i v i t i e s . At p r e s e n t , 

bu s i ne s smen i n N o r t h e a s t B r a z i l have to borrow at we l l above the 

pr ime i n t e r e s t r a te i n o r de r to s ecu re funds f o r ma r ke t i n g p u r p o s e s . 

There i s no major p u b l i c i n s t i t u t i o n w i th a mandate to f o s t e r p r i -

vate m a r k e t i n g a c t i v i t i e s , and p r i v a t e banks p r e s e n t l y l a ck the 

r e s o u r c e s to a s s i s t adequa te l y i n t h i s a r e a . A l s o , i n d u s t r i a l deve l -

opment programs s h o u l d be m o d i f i e d so t h a t a p o r t i o n o f the funds 

cou l d be d i r e c t e d to the development o f ma r ke t i n g s y s tems f o r manu-

f a c t u r e d p r o d u c t s ( Chap te r s 2 and 3 ) . 

Four i n t e r r e l a t e d recommendat ions to a c c e l e r a t e the m o d e r n i -

z a t i o n o f the R e c i f e food m a r k e t i n g s y s tem are p r o p o s e d : 

1. Encourage f u r t h e r e x p a n s i o n of d i s c o u n t s upe rmarke t 
o p e r a t i o n s t h r ough a loan and t e c h n i c a l a s s i s t a n c e 
program. Where l oan a p p l i c a n t s have e x p e r i e n c e and 
proven s u c c e s s in s t o r e o p e r a t i o n s , l i t t l e t e c h n i c a l 
a s s i s t a n c e would be r e q u i r e d . However, f o r new and 
unproven o p e r a t o r s , t e c h n i c a l a s s i s t a n c e s h o u l d 
accompany l o a n s f o r such pu rpo se s as f a c i l i t i e s , 
equ ipment , i n v e n t o r y and v e r t i c a l l y c o o r d i n a t e d p r o -
curement programs r e a c h i n g back to r u r a l a r e a s . 

2. Develop a p rocu rement , wa rehou s i n g and m e r c h a n d i s i n g 
program f o r o p e r a t o r s o f s m a l l - and med ium- s i zed food 



s t o r e s . E i t h e r a r e t a i l e r - o w n e d c o o p e r a t i v e o r a 
v o l u n t a r y c h a i n w a r e h o u s i n g p rog ram w i t h l o a n s and 
t e c h n i c a l a s s i s t a n c e p r o v i d e d by a p u b l i c agency 
c o u l d c r e a t e the a p p r o p r i a t e w a r e h o u s i n g f a c i l i t y 
f o r d r y g r o c e r i e s as w e l l as some p e r i s h a b l e s . 
Funds wou ld be needed f o r equ ipment and f a c i l i t i e s , 
a l t h o u g h a t p r e s e n t l a n d i s s e t a s i d e i n the CARE 
f ood d i s t r i b u t i o n c e n t e r f o r s u ch a p r o g r a m . The 
p r e s e n t w h o l e s a l e s t a l l s a re too s m a l l to p r o v i d e 
the wa rehou se s p a c e needed f o r the m i x i n g and b u l k -
b r e a k i n g o p e r a t i o n s . T e c h n i c a l a s s i s t a n c e wou l d be 
r e q u i r e d to g u i d e m o d e r n i z a t i o n o f i n - s t o r e f a c i l i -
t i e s and improvement o f s t o r e management and w a r e -
house o p e r a t i o n . I n v e n t o r y l o a n s w i l l a l s o be ne -
c e s s a r y ( C h a p t e r 6 ) . 

3 . A s s i s t f e i v a and p u b l i c ma r ke t s t a l l o p e r a t o r s i n 
c o o r d i n a t i n g p r o d u c t p r o c u r e m e n t and e f f o r t s to 
improve and promote t h e i r m a r k e t s . The c r i t i c a l 
need , o f c o u r s e , i s f o r more e f f i c i e n t p r o c u r e m e n t 
o f s u p p l i e s w i t h imp rovement s i n the p h y s i c a l f a c i -
l i t i e s o f the r e t a i l o u t l e t s . The p r o m o t i o n a l 
e f f o r t wou l d h e l p i n the improvement i n r e t a i l 
s a l e s , bu t w o u l d s e r v e p r i n c i p a l l y to e n c o u r a g e 
c o o p e r a t i o n w i t h the p r o c u r e m e n t p r o g r a m . Hence , 
s u f f i c i e n t s a l e s wou ld be a c h i e v e d to make the 
c a p i t a l a p p l i e d t h r o u g h t h i s p rog ram more e f f i c i e n t 
than the p r e s e n t h i g h l y f r a g m e n t e d s y s t e m o f p r o d u c t 
a c q u i s i t i o n ( C h a p t e r 6 ) . 

4 . I n i t i a t e a con sumer i n f o r m a t i o n p rog ram to p r o v i d e 
f o o d s h o p p e r s w i t h i n f o r m a t i o n on n u t r i t i o n , p r o d -
uc t u s e , r e t a i l f o od p r i c e s and s h o p p i n g p r a c t i c e s . 
Mass m e d i a , e s p e c i a l l y r a d i o , s h o u l d be Used to 
r each the s h o p p i n g a u d i e n c e . B a s i c i n s t r u c t i o n on 
n u t r i t i o n and f ood b u y i n g s h o u l d be i n t r o d u c e d i n t o 
s c h o o l c u r r i c u l a ( C h a p t e r s 4 and 6 ) . 

R u r a l M a r k e t i n g Reforms 

G i v e n the t r a d i t i o n a l n a t u r e o f a g r i c u l t u r a l p r o d u c t i o n and 

the low l e v e l s o f p r o d u c t i v i t y , h i g h e s t p r i o r i t i e s f o r m a r k e t i n g 

r e f o r m s s h o u l d be f o c u s e d on a g r i c u l t u r a l i n p u t m a r k e t i n g . T h i s 

must be u n d e r g i r d e d by an a c c e l e r a t e d p rog ram o f r e s e a r c h to d e v e l -

op and t e s t new and i m p r o v e d v a r i e t i e s o f f o o d and f i b e r c r o p s and 

to d e t e r m i n e e conom i ca l r a t e s o f a p p l i c a t i o n f o r f e r t i l i z e r and 

o t h e r p u r c h a s e d i n p u t s . 

Three i n t e r r e l a t e d a g r i c u l t u r a l i n p u t m a r k e t i n g recommenda-

t i o n s were made i n C h a p t e r 10 : 

1. A p rog ram to d e v e l o p , t e s t , m u l t i p l y and d i s t r i b u t e 
imp roved v a r i e t i e s o f s eed s o f s t a p l e f o od c r o p s 
s uch as r i c e , beans and c o r n . 

2 . A p rog ram to t e s t c r op r e s p o n s e to f e r t i l i z e r s under 
d i f f e r i n g c o n d i t i o n s , f o l l o w e d by a d e m o n s t r a t i o n 
p rog ram and the deve l opment o f a d i s t r i b u t i o n s y s t e m . 



A l s o , to encourage the use o f f e r t i l i z e r s , i t i s 
recommended t h a t the p r i c e be reduced by exempt-
i n g i t from the ICM c i r c u l a t i o n tax and t h a t a 
temporary p r i c e s u b s i d y be o f f e r e d . 

3. An e x p a n s i o n and m o d i f i c a t i o n o f the r u r a l c r e d i t 
s y s tem to f a c i l i t a t e fa rmer pu r cha se and use of 
modern i n p u t s . 

Three p r oduc t market re fo rm recommendat ions were made i n 

Chapter 10: 

1. The e x i s t i n g p r i c e s t a b i l i z a t i o n program s h o u l d be 
expanded and s t r e n g t h e n e d to a s s u r e fa rmer s o f r e -
mune ra t i v e p r i c e s f o r s t a p l e food c r o p s . 

2. A road improvement program f o r v i 1 1 a g e - t o - m a r k e t 
c e n t e r c o n n e c t i n g roads and, where p o s s i b l e , f a rm-
t o - v i l l a g e r o a d s . 

3. Deve lop a more adequate market i n f o r m a t i o n sy s tem 
l i n k i n g major consuming c e n t e r s such as R e c i f e w i th 
i n t e r i o r a s semb ly market conve rgence c e n t e r s . 

These t h r e e re fo rms are fundamenta l to the f u r t h e r development o f 

the p r o d u c t i o n - m a r k e t i n g s y s tem f o r a g r i c u l t u r a l p r o d u c t s i n the 

N o r t h e a s t . However, i t i s s u g g e s t e d t h a t g r e a t e r b e n e f i t s can be 

r e a l i z e d by i n i t i a t i n g these programs i n the r i c e and bean p r o -

duc i ng a reas be f o re s i m i l a r e f f o r t s are at tempted i n the co t ton 

and manioc a r e a s . 

A s p e c i a l s e t o f recommendat ions was d e s i g n e d to improve the 

C ILPE m i l k p r o c e s s i n g and d i s t r i b u t i o n s y s t em in R e c i f e . A d d i t i o n a l 

i n ve s tmen t i n bu l k s t o r a g e and t r a n s p o r t equipment to c o l l e c t and 

haul m i l k to the R e c i f e p l a n t was recommended. Due to s c a l e econ -

o m i e s , s i g n i f i c a n t c o s t s a v i n g s w i l l acc rue w i th the improved han-

d l i n g equ ipment . A l s o recommended was a more s t r i n g e n t p rocedure 

f o r t e s t i n g q u a l i t y as m i l k a r r i v e s at the c o l l e c t i o n s t a t i o n s . A 

r e o r g a n i z a t i o n o f the m i l k d i s t r i b u t i o n s y s tem coup l ed w i t h a p r o -

mot i ona l program by C ILPE would complete the package o f recommenda-

t i o n s . The re fo rm package s h o u l d improve the q u a l i t y o f m i l k and 

expand f r e s h m i l k consumpt ion i n R e c i f e . At p r e s e n t , o n l y 30% of 

the t o t a l m i l k consumpt ion o f the c i t y i s f r e s h m i l k , even though 

i t s e l l s a t a lower p r i c e than powdered m i l k . 

A c t i o n s Needed to Implement the 
M a r k e t i n g Development Programs 

The i n i t i a t i v e f o r imp l emen ta t i on o f the recommendat ions i n 

t h i s r e p o r t r e s t s l a r g e l y w i th SUDENE, the N o r t h e a s t B r a z i l p l a n -

n i n g and development agency . The s u g g e s t e d a c t i o n s do not r e p r e -



s e n t a major change i n p o l i c y , s i n c e SUDENE has r e p e a t e d l y r e c o g -

n i z e d the impor tance o f ma r ke t i n g i n i t s M a s t e r P l a n s . The F i r s t 

M a s t e r P lan ( 1 9 6 1 - 6 3 ) s t a t e d , " S o l u t i o n to the food s u p p l y prob lem 

i n these [ u r b a n ] c e n t e r s i s a p r e r e q u i s i t e to the s u c c e s s o f any 

i n d u s t r i a l p o l i c y . " The T h i r d M a s t e r P l an s t a t e d the prob lem more 

e x p l i c i t l y : "The d e f i c i e n c i e s of the ma r ke t i n g and d i s t r i b u t i o n 

s y s t em t h e r e f o r e c o n s t i t u t e a s e r i o u s o b s t a c l e to a g r i c u l t u r a l de-

ve lopment . . . [ and ] a l s o p r e j u d i c e the deve-lopment o f the economy 

as a w h o l e . " 

T h i s r e s e a r c h p r o j e c t has i d e n t i f i e d some of the d e f i c i e n c i e s 

i n the e x i s t i n g m a r k e t i n g s y s tem and has i n d i c a t e d some s p e c i f i c 

a c t i o n s which might be taken to remedy these d e f i c i e n c i e s . However, 

some c r i t i c a l q u e s t i o n s remain f o r SUDENE and r e l a t e d a g e n c i e s t ha t 

m ight attempt to implement the p r o j e c t ' s recommendat ions . These 

q u e s t i o n s are as f o l l o w s : 

1. Do a l l o f t he se programs have to be a c comp l i s hed 
s i m u l t a n e o u s l y ? 

2. Can ( o r must ) some programs ge t s t a r t e d f i r s t ? 

3. Are the re d i f f e r e n c e s i n the l e ad t imes r e q u i r e d to 
i n i t i a t e v a r i o u s p r og r ams ? 

4. Because r e s o u r c e s are s c a r c e , how do economic c o n s e -
quences o f m a r k e t i n g deve lopment s t r a t e g i e s rank when 
we ighed a g a i n s t a l t e r n a t i v e development s t r a t e g i e s ? 

5 . W i l l the l e v e l o f employment and income d i s t r i b u t i o n 
be changed as a r e s u l t o f m a r k e t i n g development p r o -
g rams? 

6 . What l e v e l s and k i n d s o f r e s o u r c e s are r e q u i r e d f o r 
t he se p r o g r ams ? 

I n summary, the q u e s t i o n i s : How do m a r k e t i n g development 

schemes compare and compete w i t h a l t e r n a t e development s t r a t e g i e s ? 

Even more i m p o r t a n t , how do the recommended m a r k e t i n g re fo rms com-

plement o t h e r development e f f o r t s ? 

I t s h o u l d be noted t h a t we can on l y i l l u s t r a t e the k i n d s of 

programs needed. Th i s p r o j e c t d i d not have the r e s o u r c e s to make 

d e t a i l e d f e a s i b i l i t y s t u d i e s f o r s p e c i f i c a c t i o n p rog rams . F u r t h e r , 

i t wou ld have been i n a p p r o p r i a t e to conduct f e a s i b i l i t y s t u d i e s 

p r i o r to genera l d i a g n o s t i c s t u d i e s . Thus the l e v e l of l o c a l c a p i -

t a l , f o r e i g n c a p i t a l , and t e c h n i c a l a s s i s t a n c e r e q u i r e d f o r each 

recommended program over the next s e v e r a l y e a r s i s a t a s k t h a t must 

w a i t u n t i l p o l i t i c a l p r i o r i t i e s are e s t a b l i s h e d and the g o a l s o f 

ma r ke t i n g development are p l a c e d i n the con tex t o f o v e r - a l l d e v e l -

opment s t r a t e g i e s f o r the N o r t h e a s t . 



F i n a l l y , the r e g u l a t o r y re fo rms needed to f o s t e r ma r ke t i n g 

development and the i n d i v i d u a l m a r k e t i n g programs to which they 

are r e l a t e d need to be f u r t h e r s p e c i f i e d . 

Some of t he se q u e s t i o n s w i l l be c o n s i d e r e d i n the next chap-

t e r , u s i n g i n p a r t the s i m u l a t i o n model o f market p r o c e s s e s d e s -

c r i bed i n Chapter 11. 



CHAPTER 13 

PROGRAMMING MARKETING DEVELOPMENT 

V iew ing the development problem from the p e r s p e c t i v e o f the 

m a r k e t i n g p r o c e s s p r o v i d e s some unique o p p o r t u n i t i e s to e v a l u a t e 

the impact o f a wide v a r i e t y o f r e f o r m s . T h i s i s so because o f 

the p e r v a s i v e , c r o s s - s e c t o r a l l i n k a g e s o f market p r o c e s s e s i n any 

economy. I t i s e q u a l l y t rue t h a t c o n s i d e r a t i o n o f development 

from the ma r ke t i n g v i e w p o i n t poses s p e c i a l prob lems o f o r g a n i z a -

t i o n f o r p o l i c y i m p l e m e n t a t i o n . I n t h i s c hap te r we w i l l c o n s i d e r 

f o u r t o p i c s : f i r s t , the d e c i s i o n p r o c e s s e s i n v o l v e d i n p rog ram-

ming ma rke t i n g deve lopment ; s e c o n d , the uses to which t h i s s t udy 

might be p u t ; t h i r d , an i l l u s t r a t i v e e v a l u a t i o n o f a l t e r n a t i v e 

ma r ke t i n g development s t r a t e g i e s based upon s i m u l a t i o n s u t i l i z i n g 

the genera l s y s tems mode l ; and f i n a l l y , some of the o r g a n i z a t i o n a l 

r equ i r emen t s o f market p r o c e s s i n t e g r a t i o n . 

The D e c i s i o n P r o c e s s 

The c o n c l u s i o n s and recommendat ions d e t a i l e d i n the p r e v i o u s 

c h a p t e r s r evea l a wide v a r i e t y of a c t i o n s t h a t m igh t be taken to 

f o s t e r development i n the N o r t h e a s t . The q u e s t i o n i s , of c o u r s e , 

wh ich a c t i o n s to pu r sue and i n what o r d e r . Four i n t e r r e l a t e d 

i s s u e s seem to de se r ve c o n s i d e r a t i o n when e v a l u a t i n g the cho i ce o f 

a c t i o n p rog rams . 

F i r s t , i t i s u s e f u l to c o n s i d e r the genera l s y s tems model 

and the r e s e a r c h i n t o the market p r o c e s s e s of the community as a 

" f o r u m " f o r d i s c u s s i n g a broad range o f b a s i c development prob lems 

and o p t i o n s . Because ma r ke t i n g s t r e s s e s the i n te rdependence o f 

the economy, much o f what we have c o n s i d e r e d as a s p e c t s o f the 

market p r o c e s s a r e , i n f a c t , taken i n t o account when o t h e r approach 

to development i s s u e s are f o l l o w e d . Yet the ma r ke t i n g v i e w p o i n t i s 

un i que . 

For example, i n d u s t r i a l i z a t i o n has been a key element o f a l l 

SUDENE p l a n s . M a r k e t i n g a n a l y s i s s t r e s s e s the h i g h degree o f i n t e r 

dependence between i n d u s t r i a l g r owth , a g r i c u l t u r a l p r o g r e s s and the 

c r e a t i o n o f e f f e c t i v e demands f o r i n d u s t r i a l i z e d p r o d u c t s i n both 

the r u r a l and urban s e c t o r s . S i m i l a r l y , the o r i g i n a l d i a g n o s i s of 

N o r t h e a s t development problems which l ed to the c r e a t i o n o f SUDENE 

f e a t u r e d t h i s u r gen t need f o r lower r ea l f ood p r i c e s i n the c i t i e s . 



T h i s c o n c e r n has been s u s t a i n e d t h r o u g h o u t SUDENE p l a n n i n g . The 

m a r k e t i n g v i e w p o i n t p r o v i d e s an avenue o f a t t a c k on the f o o d p r i c e 

p r ob l em wh i ch d e a l s w i t h the s t r u c t u r e and p e r f o r m a n c e o f the 

u rban d i s t r i b u t i o n s y s t e m and i t s i n f l u e n c e on the r e l a t i v e p r i c e 

o f f o o d i n the c i t i e s and the s u p p l y o f i n p u t s to a g r i c u l t u r a l 

p r o d u c e r s . 

When the s y s t e m s model and r e s e a r c h i n t o marke t p r o c e s s e s 

are u sed as a f o rum f o r d i s c u s s i o n o f d e v e l o p m e n t , the d e c i s i o n -

maker s w i l l be a b l e to e v a l u a t e no t o n l y the c o n s e q u e n c e s and 

i n t e r - r e l a t i o n s h i p s o f a c t i o n s p r o p o s e d , bu t more . i m p o r t a n t l y p e r -

h a p s , compare and d i s c u s s the a s s u m p t i o n s u n d e r p i n n i n g t h e i r s p e -

c i f i c p l a n s f o r d e v e l o p m e n t . 

A s e c o n d r e q u i r e m e n t p r i o r to e v a l u a t i n g the a c t i o n s needed 

to imp lement ma rke t deve l opment i s e s t a b l i s h i n g the r e l a t i v e p r i -

o r i t y o f m a r k e t i n g r e f o r m s a l o n g w i t h o t h e r deve l opment o p t i o n s . 

The deve l opment o f p r o d u c t i o n c a p a b i l i t i e s i n i n d u s t r y as w e l l as 

a g r i c u l t u r e must be a s s e s s e d a l o n g w i t h human r e s o u r c e deve l opmen t 

and the e x t e r n a l r e q u i r e m e n t s o f the commun i t y , s u ch as e x p o r t and 

i m p o r t deve lopment and c o n t r o l . U n l e s s the i n t e g r a t i o n o f ma rke t 

p r o c e s s e s i s g i v e n an i m p o r t a n t r o l e a l o n g w i t h o t h e r deve l opment 

t a s k s , i t i s ou r o p i n i o n t h a t the community may v e r y w e l l l a g i n 

g rowth o f i n come , and the d i s t r i b u t i o n o f t h a t income may no t be 

c o n s i s t e n t w i t h the b a s i c g o a l s o f economic p l a n n e r s . 

I t may p l a u s i b l y be a r g u e d t h a t m a r k e t i n g deve l opment i n 

the N o r t h e a s t i s i n s e p a r a b l e f rom o t h e r deve l opment t a s k s . The 

e x p a n s i o n o f p r o d u c t i v e c a p a c i t y and o u t p u t i n i n d u s t r y and i n 

a g r i c u l t u r e i s s i m p l y n o t i n i t s e l f a d e f i n i t i o n o f d e v e l o p m e n t . 

Fo r deve l opment to o c c u r , the r e l a t i v e p r i c e s o f c a p i t a l g o o d s , 

c o n s u m p t i o n goods and f o o d must change a p p r o p r i a t e l y . There i s 

no a priori b a s i s f o r p r e s u m i n g t h a t t h e s e p r i c e s w i l l change as 

r e q u i r e d i n the ab sence o f f undamenta l r e f o r m s i n the m a r k e t i n g 

p r o c e s s e s . I n d e e d , the t r a d i t i o n a l m a r k e t i n g p r o c e s s e s o f the 

r e g i o n have d e m o n s t r a b l y h i n d e r e d the a c h i e v e m e n t o f the g a i n s 

e x p e c t e d i n terms o f income and income d i s t r i b u t i o n f rom i n c r e a s e d 

r e g i o n a l p r o d u c t . T h u s , m a r k e t i n g deve l opmen t may l e g i t i m a t e l y be 

v i ewed as p a r t and p a r c e l o f the o v e r - a l l deve l opmen t p r o c e s s and 

a n e c e s s a r y i n t e g r a l e l ement o f i n d u s t r i a l i z a t i o n and r u r a l mode rn -

i z a t i o n e f f o r t s . 

Once the r a n k i n g o f the p r i o r i t y o f m a r k e t i n g i n r e l a t i o n to 

o t h e r deve l opment a c t i v i t i e s i s e s t a b l i s h e d , the p r o c e s s o f d e c i -

s i o n - m a k i n g can g e t unde r way. Mos t c r i t i c a l i s s u e s i n v o l v e s e v e r -

al d e c i s i o n - m a k e r s , drawn f rom deve l opment a g e n c i e s , f i n a n c i a l 



i n s t i t u t i o n s , and p r i v a t e e n t e r p r i s e w i t h i n the community. D e c i -

s i o n - m a k e r s i n these th ree broad c a t e g o r i e s o f development r e s p o n -

s i b i l i t y need to have some degree o f concensus as to the r o l e o f 

m a r k e t i n g i n deve lopment. Such agreement need not be ex t reme l y 

d e t a i l e d , nor i s a h i gh degree o f c o n f o r m i t y to any p r e c o n c e i v e d 

d o c t r i n e e s s e n t i a l . F u n d a m e n t a l l y , however , t he re s h o u l d be a 

mutual i n t e r e s t i n f o s t e r i n g exchange p r o c e s s e s , p r i n c i p a l l y 

t h rough the p r i v a t e s e c t o r , w i t h f a c i l i t a t i v e a c t i o n s be ing taken 

by governmenta l or q u a s i - g o v e r n m e n t a l a g e n c i e s . 

An a p p r e c i a t i o n o f the d i f f e r i n g p r o p e n s i t i e s to shop and 

consume among d i f f e r e n t income l e v e l s w i t h i n the urban community 

i s a l s o r e l e v a n t . An awareness o f the problems o f e n c o u r a g i n g 

urban and r u r a l ma rke te r s o f consumpt ion goods to expand t h e i r 

o p e r a t i o n s by l o w e r i n g p r i c e s and s i m p l i f y i n g market channe l s i s 

u s e f u l . Once d e c i s i o n - m a k e r s have reached some degree o f a g r e e -

ment as to the fundamental r o l e o f m a r k e t i n g , then agreement as 

to the more s p e c i f i c parameter e s t i m a t e s i n v o l v e d i n s i m u l a t i n g 

the market p r o c e s s can be s o u g h t . U n c e r t a i n t i e s and r i s k s a s s o -

c i a t e d w i th p o s s i b l e v a r i a t i o n s from h y p o t h e s i z e d l e v e l s of r e s -

ponse to p a r t i c u l a r ma rke t i n g re fo rms can be c r i t i c a l . Thu s , 

d i f f e r e n c e s i n o p i n i o n as to the r e l a t i v e impor tance of s p e c i f i c 

parameter changes may r e s u l t from b a s i c d i f f e r e n c e s i n p e r s p e c t i v e 

as to the consequences of t he se change s . 

I t i s o n l y by p r o v i d i n g a framework f o r d i s c u s s i o n of the 

re fo rms i n r e l a t i o n to the consequences f o r the s o c i e t y t h a t a g r e e -

ment can be a c h i e v e d among the i n t e r d e p e n d e n t d e c i s i o n - m a k e r s from 

development a g e n c i e s , f i n a n c i a l i n s t i t u t i o n s and p r i v a t e e n t e r p r i s e . 

The d e c i s i o n s w i l l not r e q u i r e p u b l i c s e s s i o n s i n v o l v i n g a l l p a r t i -

c i p a n t s , but what i s i m p l i e d i s t h a t the i n d i v i d u a l d e c i s i o n - m a k e r s , 

whose judgments are c r i t i c a l to imp lementa t i on o f ma r ke t i n g d e v e l o p -

ment p r o g r ams , be w i l l i n g to expose t h e i r o p i n i o n s and c o n s i d e r the 

p r o b a b l y consequences o f v a r i o u s s p e c i f i c market development r e f o r m s . 

I t i s o n l y by i d e n t i f y i n g p o i n t s o f concern t h a t r e s e a r c h i n f o r m a -

t i o n can be a p p r o p r i a t e l y f o c u s e d on the c r i t i c a l i s s u e s l i m i t i n g 

d e c i s i o n s . With ag reed -upon e s t i m a t e s o f p a r a m e t e r s , i t i s p r a c t i -

ca l then to e v a l u a t e the c o s t s and b e n e f i t s a s s o c i a t e d w i t h both 

i n d i v i d u a l ma r ke t i n g re forms and the c o l l e c t i v e r e spon se of the 

economy to a program o f m a r k e t i n g development a c t i v i t i e s . 



Uses o f Thi s S tudy 

E a r l y i n the c u r r e n t r e s e a r c h p rog ram, the B r a z i l i a n members 

o f the s t udy team e x p r e s s e d a gene ra l o b j e c t i o n to " p u r e l y " t h e o r e t -

i c a l r e s e a r c h . T h e i r concern was , o f c o u r s e , l e g i t i m a t e i n the 

c o n t e x t of a d e v e l o p i n g community s o r e l y p r e s s e d f o r p r o f e s s i o n a l , 

a d m i n i s t r a t i v e and t e c h n i c a l t a l e n t . The community was i n d e s p e r -

ate need o f " a c t i o n " programs aimed at e l i m i n a t i n g the o b v i o u s and 

immediate b o t t l e n e c k s to development and p l a n n i n g the u n q u e s t i o n -

ab l y n e c e s s a r y f o u n d a t i o n s of l o n g - t e r m g rowth. The q u e s t i o n was 

and s t i l l i s : Can a d e v e l o p i n g area such as the N o r t h e a s t " a f f o r d " 

to i n v e s t the r e s o u r c e s o f t ime , f i n a n c e and pe r s onne l n e c e s s a r y to 

under take r e s e a r c h such as t h a t which has been cen te red on the mar-

k e t i n g p r o c e s s ? I n s h o r t , do the r e t u r n s to be d e r i v e d from r e s e a r c h 

j u s t i f y the c o s t s , or i s t h i s an e x c l u s i v e l y academic e x e r c i s e which 

can i l l be a f f o r d e d by d e v e l o p i n g commun i t i e s ? 

We see th ree broad a reas o f a p p l i c a t i o n f o r t h i s r e s e a r c h 

s t u d y : f i r s t , as a b a s i s f o r ma r ke t i n g development p l a n n i n g ; s e cond , 

as a benchmark f o r the c o n t i n u o u s c o l l e c t i o n o f s e l e c t i v e i n f o r m a t i o n 

which may be u s e f u l to ma rke t i n g deve lopment ; and t h i r d , as a new way 

o f app roach i n g and o r g a n i z i n g the development t a s k . 

As a b a s i s f o r market development p l a n n i n g , t h i s s t udy p r o v i d e s 

s p e c i f i c recommendations f o r a c t i o n programs which i n v o l v e r e g u l a t i n g 

r e f o r m s , t e c h n i c a l a s s i s t a n c e to ma r ke t i n g f i r m s , a l ong w i th i n v e s t -

ment i n both p r i v a t e and p u b l i c f a c i l i t i e s , the p r i v a t e i n ve s tmen t 

be ing f o s t e r e d v i a e i t h e r s u p e r v i s e d c r e d i t or by a p e r m i s s i v e n e s s 

toward p r i v a t e i n ve s tmen t i n the s e l e c t e d a reas i d e n t i f i e d as c r i t i -

cal to the improvement of the m a r k e t i n g s y s tem. 

As a benchmark f o r s e l e c t e d i n f o r m a t i o n u s e f u l to m a r k e t i n g 

deve lopment , t h i s r e s e a r c h has r e v e a l e d many a rea s where on l y by 

g a t h e r i n g l o n g i t u d i n a l i n f o r m a t i o n w i l l the a p p r o p r i a t e and n e c e s -

s a r y data be deve loped to r e l i a b l y mon i t o r the per formance o f the 

economy i n r e spon se to re fo rms t ha t are implemented. The p r o b a b i l -

i t i e s o f e r r o r i n our e s t i m a t e s o f ma rke t i n g needs are e v i d e n t ; and 

the p o s s i b i l i t y o f imp ro v i n g the e s t i m a t e s i s , i n many c a s e s , q u i t e 

c l e a r . Thu s , i f r e s e a r c h e r s cou ld c on t i nue to c o l l e c t i n f o r m a t i o n 

about urban as we l l as r u r a l ma r ke t i n g p r o c e s s e s , the r e l i a b i l i t y 

w i th which re fo rms m ight f o s t e r development cou ld be s u b s t a n t i a l l y 

enhanced. 

T h i r d , as a b r o a d l y new way o f o r g a n i z i n g the development 

t a s k s , the market i n t e g r a t i o n approach has much to recommend i t s e l f . 

U t i l i z i n g the sy s tems a n a l y s i s i m p l i c i t i n t h i s app roach , we have 



been ab le to shed new l i g h t on the r o l e o f the f i n a l buyer i n the 

exchange p r o c e s s . I n h e r e n t i n r e c o g n i z i n g the s i g n i f i c a n c e o f the 

c o n s u m e r ' s b e h a v i o r i n market p r o c e s s e s i s an a p p r e c i a t i o n of the 

d i f f e r i n g buy ing and s hopp i n g b e h a v i o r a s s o c i a t e d w i t h d i f f e r e n t 

income l e v e l s . Thu s , the mat te r o f income d i s t r i b u t i o n becomes an 

e x p l i c i t e lement i n a program o f market deve lopment. U s u a l l y , i n -

come d i s t r i b u t i o n has been t r e a t e d e s s e n t i a l l y as a p o l i t i c a l p r o b -

lem to be d e a l t w i th p r i m a r i l y by t a x a t i o n and l and re form p o l i c i e s . 

I t i s s u g g e s t e d here t h a t income d i s t r i b u t i o n changes can be e f f e c t -

ed by s h i f t i n g the r e l a t i v e p r i c e s of goods demanded i n d i f f e r e n t 

q u a n t i t i e s by peop le i n v a r i o u s income g r o u p s . Thu s , r ea l income 

can be changed somewhat l e s s p a i n f u l l y than i n the d i s t r i b u t i o n r e -

forms a c h i e v e d t h r ough t a x a t i o n o r e x p r o p r i a t i o n p r o g r a m s , even 

though the p o s s i b l e need f o r the l a t t e r type o f a c t i o n i s not den i ed . 

The gene ra l s y s tems approach to i n t e r n a l market p r o c e s s i n t e -

g r a t i o n a l l o w s o t h e r problems o f development to be e x p l i c i t l y con -

s i d e r e d . For example, e d u c a t i o n and t r a i n i n g w i l l a f f e c t t e c h n i c a l 

c o e f f i c i e n t s i n s h o p p i n g b e h a v i o r as we l l as consumpt ion p r o p e n s i -

t i e s . Thu s , f o r the se somewhat narrow b e n e f i t s from human r e s o u r c e 

development p r o g r a m s , a b e n e f i t c o s t a n a l y s i s may be p o s s i b l e . 

S i m i l a r l y , t r a n s p o r t improvements can be e v a l u a t e d i n terms of t h e i r 

e f f e c t on c o s t o f ou tpu t a c t u a l l y r e a c h i n g the market . 

I n c o n c l u s i o n , we b e l i e v e ma rke t i n g r e s e a r c h of the type p e r -

formed f o r the R e c i f e f oodshed can have c o n s i d e r a b l e development 

p a y - o f f . 

W i t h i n the N o r t h e a s t c o n t e x t s p e c i f i c a l l y , ma rke t i n g r e s e a r c h 

o f the type per formed can be r ega rded as a t i m e l y re f i nement o f the 

development p l a n n i n g p r o c e s s . When the i s s u e s and problems of the 

r e g i o n ' s economy were f i r s t c omp rehen s i v e l y d i a gno sed i n the l a t e 

f i f t i e s , c e r t a i n k i n d s of b a s i c development a c t i o n s were immed ia te l y 

and o b v i o u s l y r e q u i r e d . L i t t l e t h e o r e t i c a l c o n t r o v e r s y was g e n e r -

ated by the d e c i s i o n s then to emphas ize the b u i l d u p o f i n f r a s t r u c t u r e , 

the a c c e l e r a t i o n o f i n d u s t r y i n v e s t m e n t , a g r i c u l t u r a l ou tput expan-

s i o n , and l a t e r , the improvement o f the human r e s o u r c e ba se . 

At the c u r r e n t s t a g e o f N o r t h e a s t deve lopment , the p l a n n i n g 

problem has become more complex and s o p h i s t i c a t e d . The number o f 

v a r i a b l e s which must be taken i n t o account has i n c r e a s e d c o n s i d e r a b l y ; 

t h e i r i n t e r r e l a t i o n s h i p s have become c o r r e s p o n d i n g l y more i n t r i c a t e , 

and the impor tance o f c l o s e r e s t i m a t e s o f parameter magn i tudes more 

u r g e n t . A l l development p l a n n i n g n e c e s s a r i l y i n v o l v e s c e r t a i n i m p l i -

c i t o r e x p l i c i t a s s umpt i on s about o p e r a t i o n a l h y p o t h e s e s , the r e l e -

vancy o f v a r i a b l e s , t h e i r f u n c t i o n a l i n t e r r e l a t i o n s h i p s and q u a n t i t a -



t i v e m a g n i t u d e s . We are hfere a r g u i n g t h a t r e s e a r c h of the k i n d 

per fo rmed w i th r e g a r d to ma r ke t i n g i s a s y s t e m a t i c method o f mak-

i n g most o f such a s s u m p t i o n s e x p l i c i t , and then t e s t i n g them 

a g a i n s t the f a c t s o f the " r e a l " w o r l d . The gene ra l s y s tems mode l -

i n g approach enab l e s the p l a n n e r to hand le a c omp l i c a t ed s e t o f 

v a r i a b l e s which o t h e r w i s e , because o f s hee r vo lume, would defy the 

c a p a b i l i t i e s o f o r d i n a r y human i n t e l l i g e n c e . 

T h u s , we advocate the r e s e a r c h approach we have f o l l o w e d as 

be i n g s u i t e d to a n a l y s i s of a broad range of b a s i c development 

prob lems now c o n f r o n t i n g the N o r t h e a s t . I t i s s i m p l y a more s o p h i s -

t i c a t e d way of d e a l i n g w i th prob lems which have t hemse l ve s become 

more c o m p l i c a t e d . 

We a l s o b e l i e v e , however , t h a t the s u b j e c t of the r e s e a r c h , 

the ma r ke t i n g o r exchange p r o c e s s , i s d i r e c t l y r e l e v a n t and h i g h l y 

i m p o r t a n t to d e c i s i o n - m a k i n g at the c u r r e n t s t a g e o f N o r t h e a s t 

deve lopment . 

As a l r e a d y s u g g e s t e d , the c o m p a r t m e n t a l i z a t i o n o f development 

t a s k s i n t o the s e c t o r s o f i n f r a s t r u c t u r e , i n d u s t r y , a g r i c u l t u r e and 

human r e s o u r c e s was c o n c e p t u a l l y f e a s i b l e at the o u t s e t o f d e v e l o p -

ment p l a n n i n g i n the N o r t h e a s t . I t i s now impo r t an t to pay i n c r e a s -

i n g a t t e n t i o n to the l i n k i n g t o g e t h e r o f e f f o r t s i n each o f t he se 

s e c t o r s . From a t h e o r e t i c a l p o i n t o f v i ew , the l i n k a g e s c o n s i s t of 

economic f l ows o f i n p u t s , ou tpu t s and human r e s o u r c e s . I n o t h e r 

w o r d s , the i n t e r - w e a v i n g o f the r e g i o n ' s economy must be a c comp l i s hed 

i n l a r g e measure by d e v e l o p i n g ma rke t i n g s y s tems capab le o f pe r f o rm -

i n g e f f i c i e n t l y the exchange f u n c t i o n s between s e c t o r s , and between 

the r u r a l a rea s and the urban c e n t e r s , w h i l e a l s o p r o v i d i n g i n c e n t i v e s 

f o r economic g rowth . 

The p r ima ry u s e f u l n e s s of the c u r r e n t ma r ke t i n g r e s e a r c h may 

thus u l t i m a t e l y be as a new approach to a n a l y s i s of the N o r t h e a s t ' s 

p r e s e n t c o n s t e l l a t i o n of development p rob lems . 

E v a l u a t i n g the Impact o f 
Ma rke t Development Programs 

Reform programs recommended i n the p r e v i o u s chap te r are com-

b i ned w i t h the gene ra l s y s tems model s t r u c t u r e d e s c r i b e d i n Chapter 

11 to i l l u s t r a t e the uses o f the model t h rough computer s i m u l a t i o n 

as an i n s t r u m e n t capab le o f a s s i s t i n g the p l a n n e r i n program a p p r a i s -

a l . The i n t e r n a l s t r u c t u r e o f the s y s tems model p o r t r a y s the b a s i c 

market s y s tem o f R e c i f e and i t s f o od shed . The s i m u l a t i o n s p r e s e n t e d 

here are mathemat ica l r e p r e s e n t a t i o n s o f the dynamics of i n t e r n a l 



market p r o c e s s e s based on the r e s e a r c h done i n R e c i f e . The s p e c i f i c 

parameter e s t i m a t e s and economic a s s umpt i on s i n such a reas as income 

d i s t r i b u t i o n , consumer e x p e n d i t u r e p a t t e r n s , p r o d u c t d i s t r i b u t i o n , 

and t e c h n i c a l c o e f f i c i e n t s are gene ra ted d i r e c t l y from the r e s e a r c h . 

The c o n t e n t of the re form programs was deve loped by the r e s e a r c h team 

members, and the l i n k s between the se programs and the key economic 

v a r i a b l e s and r e l a t i o n s h i p s i n the s y s tem were e s t i m a t e d by the r e -

s e a r c h team i n e x t e n s i v e workshop s e s s i o n s . A l s o deve loped i n t he se 

work shops were p r e l i m i n a r y i n ve s tmen t c o s t e s t i m a t e s f o r program 

imp lementa t i on o f the r e f o r m s . These c o s t e s t i m a t e s are p r e s e n t e d 

in o r d e r to demons t ra te the need to compare them w i t h the c o s t / b e n e -

f i t consequences o f the re fo rms a r i s i n g w i t h i n the s y s tem and are 

o f f e r e d o n l y as ve r y p r e l i m i n a r y e s t i m a t e s o f the l i k e l y c o s t s to 

a ch i e ve the re form g o a l s i d e n t i f i e d by the r e s e a r c h . 

I f the d e c i s i o n - m a k e r w i s h e s to u t i l i z e the model to t e s t d i f -

f e r e n t a s s umpt i on s about the f u n c t i o n a l r e l a t i o n s h i p s between s e c t o r s 

o f the economy, d i f f e r e n t b e h a v i o r a l a s s u m p t i o n s , o r the impact o f 

d i f f e r e n t p o l i c y v a r i a b l e s , the p r e s e n t model s t r u c t u r e p r o v i d e s the 

c a p a b i l i t y to accommodate a v a r i e t y o f change s . The b a s i s f o r any 

ad ju s tment s i n parameter v a l u e s o r model s t r u c t u r e can be p r i o r knowl-

edge , f u r t h e r r e s e a r c h to improve the a c c u r a c y o f e s t i m a t i o n , o r 

mere l y the e x p l o r a t i o n o f the consequences o f d i f f e r e n t a s s umpt i on s 

about con sumpt i on , d i s t r i b u t i o n , p r o d u c t i o n , government a c t i o n , or 

i n v e s t m e n t . Thu s , w h i l e the model can become an i n c r e a s i n g l y a c cu -

r a te r e f l e c t i o n o f the p r o c e s s e s o f the ma r ke t i n g s y s tem o f R e c i f e , 

i t can a l s o be used to c o n s i d e r the economic and s o c i a l consequences 

o f h y p o t h e t i c a l changes which m ight be i nduced by re fo rms upon the 

w o r k i n g s o f the market p r o c e s s o f the community. When the p l a n n e r 

has s u b s t i t u t e d h i s r e v i s e d d a t a , the gene ra l s y s tems model can be 

s i m u l a t e d a ga i n to e v a l u a t e per formance i n d i c a t o r s . 

The gene ra l s y s tems model s t r u c t u r e i s d e s i g n e d to a l l ow the 

p l a n n e r a b road range o f o p t i o n s i n e v a l u a t i n g the c h a r a c t e r and 

magn i tude o f change i n the economic s y s tem. The f l e x i b i l i t y b u i l t 

i n t o the gene ra l model s t r u c t u r e pe rm i t s v a r i a t i o n s i n parameter 

v a l u a t i o n , i n economic s t r u c t u r e , and i n the e f f e c t o f p o l i c y v a r i -

a b l e s on the economic s y s tem over t ime. T h u s , the i n t e r n a l model 

s t r u c t u r e can be u t i l i z e d f u l l y as a computer s i m u l a t i o n p l a n n i n g 

t oo l o n l y w i th the a c t i v e p a r t i c i p a t i o n o f the p l a n n e r , because he 

p r o v i d e s the f i n a l a s s e s s m e n t o f parameter v a l u e s and fundamental 

economic r e l a t i o n s h i p s . More i m p o r t a n t l y , the p l a n n e r i s the key 

l i n k between the p o l i c y v a r i a b l e s , program i m p l e m e n t a t i o n , and the 

economic p r o c e s s r e l a t i o n s h i p s i n the " r e a l " economic s y s tem. 



I t s h o u l d be s t r e s s e d t h a t these s i m u l a t i o n s are i l l u s t r a t i v e 

a p p l i c a t i o n s . The r e s e a r c h team members are not d e c i s i o n - m a k e r s 

f o r N o r t h e a s t B r a z i l . The recommended re forms have been based upon 

the d i a g n o s t i c r e s e a r c h . The parameter e s t i m a t e s , i n ve s tmen t c o s t 

e s t i m a t e s , and the e s t i m a t e d impact of p o l i c y v a r i a b l e changes are 

not t ho se o f the " p l a n n e r s , " but were deve loped f o r pu rpo se s o f 

a n a l y s i s and to demonst rate the r e s e a r c h p o t e n t i a l o f the approach . 

D e t a i l e d f e a s i b i l i t y s t u d i e s s h o u l d unde rp i n e s t i m a t e s o f i n v e s t m e n t 

c o s t s and the p o t e n t i a l impact of program i m p l e m e n t a t i o n . T h u s , the 

a n t i c i p a t e d r e s u l t s of the recommended reforms are a l s o ve ry p r e l i m -

i n a r y e s t i m a t e s t h a t i l l u s t r a t e what might happen i f the re fo rms 

were unde r taken . The p u r p o s e , t hen , o f t h i s s e c t i o n i s to show how 

the genera l s y s tems model as a computer s i m u l a t i o n t oo l can be used 

and the k i nd s o f r e s u l t s which the model i s capab le o f g i v i n g when 

e v a l u a t i n g i n t e r n a l market p r o c e s s re fo rm p rog rams . 

A l s o , i t s h o u l d be remembered t h a t the model deve loped f o r 

t h i s p r o j e c t was a l a r g e - s c a l e mode l , u t i l i z i n g a l a r g e - s c a l e com-

pute r ( see Append ix B ) . T h i s was done because the r e s e a r c h was 

d e s i g n e d to most e f f i c i e n t l y demonst ra te the f e a s i b i l i t y o f t h i s 

app roach . L a t e r a p p l i c a t i o n c a l l s f o r m o d i f i c a t i o n s i n the model 

i n o r de r to u t i l i z e l o c a l computer f a c i l i t i e s and much more f u l l y 

i n v o l v e p o l i c y makers i n the use of t h i s too l to e v a l u a t e the con -

sequences of a l t e r n a t i v e re fo rm p rog rams . 

The Review o f C r i t i c a l Q u e s t i o n s 

The e v a l u a t i o n of the consequences o f the re fo rm programs 

i d e n t i f i e d i n the p r e v i o u s chap te r does pe rmi t us to t e s t some im-, 

p o r t a n t q u e s t i o n s about the impact of ma r ke t i n g changes upon the 

performance o f the economy. The c o s t s and b e n e f i t s a s s o c i a t e d w i th 

s p e c i f i c reform programs can be e v a l u a t e d th rough computer s i m u l a -

t i o n by u t i l i z i n g the gene ra l s y s tems model. F i ve c r i t i c a l l y im-

p o r t a n t q u e s t i o n s are rev iewed th rough the s i m u l a t i o n a n a l y s i s : 

1. W i l l the l a b o r - s a v i n g t e c h n o l o g i c a l changes i n mar-
k e t i n g a l o n e , such as the c u r r e n t development o f 
d i s c o u n t s u p e r m a r k e t s , y i e l d an i n c r e a s e i n income 
f o r the community as a r e s u l t o f the lowered p r i c e s 
or w i l l the dec rea se s i n employment o c c a s i o n e d by 
the new t e c h n o l o g y o f d i s t r i b u t i o n more than o f f s e t 
the p r i c e r e d u c t i o n s ? 

2. W i l l a combined urban ma rke t i n g development program 
which not on l y s u p p o r t s the e f f o r t s to expand d i s -
count s upe rmarke t s but a l s o o f f e r s t e c h n i c a l a s s i s -
tance and improved c a p i t a l i z a t i o n to t r a d i t i o n a l 
food merchants y i e l d a smoother t r a n s i t i o n and a v o i d 



some of the unemployment consequences i m p l i c i t i n 
the development o f d i s c o u n t s upe rmarke t s a l o n e ? 

3. W i l l a r u r a l m a r k e t i n g development program add to 
the e f f e c t of the urban ma rke t i n g r e f o r m s ? 

4. Can the i n c r e a s e s i n r u r a l demand a s s o c i a t e d w i th 
the i n c r e a s e s i n urban e x p e n d i t u r e s f o r foods p r o -
v i de an expanded market f o r urban i n d u s t r i a l p r o d -
u c t s ? 

5. W i l l the b e n e f i t s o f such programs l i k e l y o f f s e t 
the c o n s t r u c t i o n c o s t s and t e c h n i c a l c o s t s a s s o -
c i a t e d w i t h the p rog rams ? 

The Reform Op t i on s C o n s i d e r e d 

The t h r ee re form programs chosen f o r t h i s i l l u s t r a t i o n are 

drawn from the recommendat ions summarized i n the p r e v i o u s c h a p t e r . 

Each s u c c e s s i v e re fo rm program s i m u l a t e d i n c l u d e s the e a r l i e r ones. 

T h u s , these p r e l i m i n a r y s i m u l a t i o n a p p l i c a t i o n s o f the sy s tems 

model to market p r o c e s s s t udy i l l u s t r a t e the p r o b a b l e c u m u l a t i v e 

e f f e c t o f these programs ove r t ime and as they become more i n c l u -

s i v e i n n a t u r e . In o r de r to keep w i t h i n a r e a l i s t i c a l l y a c c u r a t e 

" p l a n n i n g h o r i z o n , " each o f the reform s i m u l a t i o n s i s " r u n " f o r a 

f i v e y e a r p e r i o d . T h e r e f o r e , the c o s t / b e n e f i t a n a l y s i s and e s t i -

mates o f i n ve s tmen t r e s o u r c e needs are a p p r a i s e d o n l y f o r f i v e 

y e a r s . 

Reform Program One: Modern D i s c o u n t Supe rmarke t s - T h i s r e -

form " p a c k a g e " recommends f i n a n c i n g and t e c h n i c a l a s s i s t a n c e f o r 

ten a d d i t i o n a l modern d i s c o u n t food o p e r a t i o n s i n the c i t y o f 

R e c i f e . The emphas i s i n the se o p e r a t i o n s would be on h i g h volume 

and low marg in s f o r b a s i c food s t a p l e s . They would be l o c a t e d to 

o b t a i n pa t ronage from the lower income c l a s s e s . I n a d d i t i o n , they 

wou ld be encouraged to i n c r e a s e d i r e c t buy i ng and v e r t i c a l c o o r d i -

n a t i o n o f s u p p l y c h a n n e l s . 

Reform Program Two: A To ta l Urban Reform Program - Th i s r e -

form i n c l u d e s the f i r s t program f o r modern d i s c o u n t s upe rmarke t 

o p e r a t i o n s and adds programs o r i e n t e d to the c u r r e n t t r a d i t i o n a l 

o p e r a t i o n s i n the urban d i s t r i b u t i o n s y s t em. The e f f o r t i s to 

make those more t r a d i t i o n a l r e t a i l e r s and w h o l e s a l e r s c o m p e t i t i v e 

and c o n s u m e r - r e s p o n s i v e . T h i s program i n c l u d e s : 

1. For s t r e e t and p u b l i c m a r k e t s , a program f o r the ten 
l a r g e s t c e n t e r s f o r the p romot ion o f s a l e s t h r ough 
f a c i l i t y improvement s , a d v e r t i s i n g , and a r e t a i l mer-
chant c o o p e r a t i v e buy i n g and t r ade c r e d i t program f o r 
t h e i r pu r cha se s o f goods t h rough the new w h o l e s a l e 
f a c i l i t i e s i n R e c i f e c a l l e d CARE. 



2. For sma l l s u p e r e t t e s and n e i g h b o r h o o d s t o r e s ( the 
l a r g e s t 1 0 0 ) , the development o f a v o l u n t a r y or 
c o o p e r a t i v e cha i n which would pe rmi t g roup who l e -
s a l e p u r c h a s i n g and some d i r e c t v e r t i c a l c o o r d i n a -
t i o n back to p r o d u c e r s or r u r a l a s s e m b l e r s . 

3. P r o v i d e improved f a c i l i t i e s a t the urban a s semb ly 
w h o l e s a l e ma rke t , CARE, to pe rm i t more economica l 
space u t i l i z a t i o n , i n c l u d i n g a c r e d i t and bank i ng 
program to permi t the s m a l l e r r e t a i l e r s to buy on 
c r e d i t and to r e c e i v e some t e c h n i c a l a s s i s t a n c e . 

Reform Program Three : An U rban -Ru r a l Reform Package - I n 

c omb ina t i on w i t h the t o t a l urban r e t a i l re fo rm package* d e s c r i b e d 

above , a r u r a l r e fo rm program augments t ho se cen te red i n the urban 

s e c t o r . The r u r a l re fo rm package c o n c e n t r a t e s on the major r i c e 

and bean p r o d u c i n g a rea s i n the f o u r - s t a t e f ood shed o f R e c i f e . 

The program i s : 

1. A seed m u l t i p l i c a t i o n , d i s t r i b u t i o n and improvement 
program to i n c l u d e r e s e a r c h on seed v a r i e t i e s . 

2. A program to i n c r e a s e the use o f f e r t i l i z e r i n the 
s e l e c t e d a reas o f r i c e and bean p r o d u c t i o n . The 
programs would i n c l u d e f e r t i l i z e r r e spon se r e s e a r c h , 
demon s t r a t i o n p l o t s , s u b s i d i e s f o r the farm i n p u t 
p r oduce r s and a change i n tax laws to exempt f e r t i l -
i z e r s from the c u r r e n t c i r c u l a t i o n t a x . 

3. The e x p a n s i o n o f the c u r r e n t p r i c e s t a b i l i z a t i o n 
program f o r b a s i c food c rops and i n c r e a s e d f e a s i b i l -
i t y p l a n n i n g o f s t o r a g e r e q u i r e m e n t s . 

4. An i n p u t c r e d i t program which would ex tend l i n e s o f 
c r e d i t to fa rmers and deve lop a r e v o l v i n g s e m i - s u p e r -
v i s e d c r e d i t p l a n . 

5. The p l a n n i n g and development o f market i n f o r m a t i o n 
p rog rams . 

6. An i n c r e a s e d s t r e s s on the d i s t r i b u t i o n o f u rban -
produced consumer goods to the r u r a l a r e a . 

7. I n c o n j u n c t i o n w i t h the urban re form package , the 
needed p l a n n i n g and wo r k i n g c a p i t a l t h a t appears to 
be n e c e s s a r y to implement more v e r t i c a l c o o r d i n a t i o n 
i n the pu rcha se o f l o c a l l y p roduced food i tems would 
be p r o v i d e d . 

The E v a l u a t i o n o f Resource Needs 

The e s t i m a t e s o f the i n ve s tmen t r e s o u r c e s n e c e s s a r y f o r the 

imp lemen ta t i on o f the t h r ee re fo rm programs s h o u l d not be v iewed 

as e x a c t , but on l y as v a l u e s which seem r e a s o n a b l e w i t h o u t d e t a i l -

ed f e a s i b i l i t y and c o s t s t u d i e s . They are p r e s e n t e d as an example 

o f the t ype s o f c o n s i d e r a t i o n which must be g i v e n i n d e t e r m i n i n g 

r e s o u r c e needs and i n e v a l u a t i n g r e fo rm r e s u l t s . 



Reform Program One: Modern D i s c o u n t Supe rmarke t s - I t i s 

e s t i m a t e d t h a t t h i s re fo rm would r e q u i r e a p p r o x i m a t e l y US$3.6 

m i l l i o n " ' o f p l a n n i n g and t e c h n i c a l a s s i s t a n c e , c o n s t r u c t i o n and 

equ ipment , and wo rk i ng c a p i t a l f o r i m p l e m e n t a t i o n . P l a n n i n g and 

t e c h n i c a l a s s i s t a n c e i s e s t i m a t e d to r e q u i r e at l e a s t two man-

y e a r s o f e f f o r t ( i n c l u d i n g c o n s u l t a n t s w i t h s p e c i a l t i e s i n ware -

h o u s i n g , h a n d l i n g o f p e r i s h a b l e s , m e r c h a n d i s i n g , and gene ra l 

management). For c o n s t r u c t i o n and equ ipment , each s t o r e i s e s t i -

mated to r e q u i r e about $ 1 5 0 , 0 0 0 , or $1 .5 m i l l i o n f o r ten s t o r e s . 

In o r d e r to have at l e a s t one m o n t h ' s i n v e n t o r y "on hand" and 

a s suming average weekly s a l e s o f $50 ,000 per s t o r e , the t o t a l 

wo r k i n g c a p i t a l needs amount to about $2 m i l l i o n . A p o r t i o n o f 

the r e q u i r e d i n ve s tmen t can be gene r a t ed by the s upe rmarke t o p e r -

a t o r s t h e m s e l v e s . One o f the s i m u l a t i o n r e s u l t s i s the i n c rementa l 

changes i n the l e v e l o f u n d i s t r i b u t e d p r o f i t s g ene r a t ed by the 

modern r e t a i l e r s . Th i s w i l l g i v e an e s t i m a t e o f the l e v e l o f o u t -

s i d e p u b l i c funds n e c e s s a r y to implement the re fo rm. I t i s a p p r o -

p r i a t e to ment ion t h a t the p r e s e n t l y r e p o r t e d p l a n s o f c u r r e n t 

s upe rma rke t o p e r a t o r s are such t h a t some e x p a n s i o n based upon 

t h e i r own i n v e s t m e n t s can be a n t i c i p a t e d . T h i s i n ve s tmen t and 

e x p a n s i o n of s upe rmarke t s i s a n t i c i p a t e d i n the " b a s e s i m u l a t i o n " 

p r e s e n t e d l a t e r . The " ba se s i m u l a t i o n " i s a r e p r e s e n t a t i o n o f the 

market s y s tem over the next f i v e y e a r s , a s suming the s u g g e s t e d mar-

ket development schemes are not c a r r i e d f o rwa rd . 

Tab le 13.1 E s t i m a t e d I n ve s tmen t Funds N e c e s s a r y 
f o r Reform Program One 

m i l l i o n s o f d o l l a r s 

P l a n n i n g and 
Techni ca l 
A s s i s tance .1 

C o n s t r u c t i on 
and Equipment 1.5 

Work ing C a p i t a l 2 .0 

TOTAL 3.6 

1 A l l f i g u r e s g i v e n i n t h i s c hap te r are i n U . S . d o l l a r s . 



These funds are assumed to be a l l o c a t e d as f o l l o w s over the f i r s t 

th ree y e a r s o f the s i m u l a t i o n : f i r s t y e a r , $ 1 . 1 ; s e cond , $ 2 . 0 ; 

and t h i r d , $.5 m i l l i o n . 

Reform Program Two: To ta l Urban R e t a i l Reform Package - The 

th ree programs f o r the t r a d i t i o n a l r e t a i l e r s i n the urban area are 

e s t i m a t e d to c o s t $3.1 m i l l i o n , w i t h the major p o r t i o n coming from 

p u b l i c funds and t e c h n i c a l a s s i s t a n c e p r o v i d e d from f o r e i g n f u n d s . 

Requ i rements o f each program a r e : 

1. The s t r e e t and p u b l i c market re fo rm program i s e s t i -
mated to c o s t $1 m i l l i o n . T e c h n i c a l a s s i s t a n c e and 
p l a n n i n g i s e s t i m a t e d to be $150,000 c o n s i s t i n g o f 
two man-year s o f c o n s u l t a n t time and the h i r i n g and 
t r a i n i n g o f at l e a s t 10 l o c a l t e c h n i c i a n s . C o n s t r u c -
t i o n and equipment expenses f o r renewing t a b l e s and 
s i g n s would r e q u i r e about $ 100 , 000 . The l a r g e s t 
f u n d i n g r equ i rement i s f o r a wo rk i ng c a p i t a l r e v o l v i n g 
fund p r o v i d i n g an average o f $300 per s t a l l f o r 2 ,500 
s t a l l s , or a t o t a l fund o f a p p r o x i m a t e l y $ 750 , 000 . 
The loan agency f o r t he se funds would be l o c a t e d at 
the CARE w h o l e s a l e c e n t e r . 

2. The o r g a n i z a t i o n and o p e r a t i o n o f a v o l u n t a r y or 
c o o p e r a t i v e cha i n f o r s u p e r e t t e s and ne i ghbo rhood 
s t o r e s i s e s t i m a t e d to c o s t $2.1 m i l l i o n . Some o f 
these funds can be gene r a t ed i n t e r n a l l y , but most 
w i l l come from p u b l i c funds f o r wo rk i n g c a p i t a l . 
A g a i n , an e s t i m a t e d two man-yea r s o f t e c h n i c a l a s s i s -
tance would be r e q u i r e d , i n c l u d i n g e x p e r t s i n r e t a i l 
c o o p e r a t i v e wa rehou s i ng and w h o l e s a l i n g , manage r i a l 
a s s i s t a n c e , and l o c a l t r a i n i n g o f t e c h n i c i a n s . Con-
s t r u c t i o n and equipment expenses would be borne by 
the CARE f a c i l i t i e s f o r w a r e h o u s i n g , h a n d l i n g e q u i p -
ment, e t c . Th i s i s e s t i m a t e d to be about a $500 ,000 
expense . Working c a p i t a l , e s t i m a t e d to be $1.5 m i l -
l i o n , i s the l a r g e s t expense . One m i l l i o n d o l l a r s 
o f t h a t would be p r o v i d e d by CARE, and i t i s expec ted 
t ha t $ .5 m i l l i o n c o u l d be g e n e r a t e d i n t e r n a l l y . The 
e s t i m a t e i s based on $1 ,500 per s t o r e f o r 100 s t o r e s . 

Tab le 13 .2 E s t i m a t e d I n ve s tmen t Funds N e c e s s a r y 
f o r To ta l Urban Reform 

T r a d i t i o n a l Modern D i s c o u n t To ta l Urban 
R e t a i l e r s Supermarket s R e t a i l Package 

P l a n n i n g and < i n m i l l i o n s o f d o l l a r s ) 
Techn i ca i 
A s s i s tance .25 .1 .35 

C o n s t r u c t i on 
and Equipment .6 1 .5 2, .10 
Work ing C a p i t a l 2 . 25 2 .0 4. .25 

TOTAL 3 .1 3 .6 6. .7 



These funds f o r the t r a d i t i o n a l o p e r a t o r s are assumed to be a l l o -

ca ted over the f i r s t f o u r y e a r s o f the s i m u l a t i o n i n the f o l l o w i n g 

vo lumes : the f i r s t t h rough the f o u r t h y e a r , $ 1 . 0 , $ 1 . 7 5 , $ .25 and 

$ .1 m i l l i o n , r e s p e c t i v e l y . When combined w i th the i n ve s tment n e c e s -

s a r y f o r the modern d i s c o u n t o p e r a t i o n s , the t im i n g o f the i n v e s t -

ment funds commitment f o r the t o t a l urban r e t a i l package i s $ 2 . 1 , 

$ 3 . 7 5 , $ .75 and $.1 m i l l i o n over the f i r s t f o u r y e a r s o f the s imu -

1 a t i on. 

Reform Program Th ree : The U rban -Ru ra l Reform Package - The 

l a r g e s t s c a l e re fo rm program b u i l d s on the f i r s t two w i th the a d d i -

t i o n of the r u r a l - o r i e n t e d program to ach i eve a b e t t e r c o o r d i n a t e d 

food p r o d u c t i o n - d i s t r i b u t i o n s y s tem. Th i s combined r u r a l - u r b a n 

re form program i s e s t i m a t e d to c o s t $13 m i l l i o n . Of t ha t amount, 

$6 .7 m i l l i o n i s committed to the urban r e f o r m s , l e a v i n g $6 .3 m i l -

l i o n as the amount of e s t i m a t e d i n ve s tmen t funds r e q u i r e d f o r the 

r u r a l p o r t i o n o f the re form program. 

1. For the seed improvement p rog ram, an e s t i m a t e d $2.04 
m i l l i o n i s needed f o r both the bean and r i c e a r e a s . 
P l a n n i n g and t e c h n i c a l a s s i s t a n c e c o n s i s t s o f two 
man-year s o f i n - t h e - f i e l d c o n s u l t i n g and f i v e man-
y e a r s f o r a B r a z i l i a n t e c h n i c i a n i n each p r o d u c i n g 
a r ea . The t o t a l e s t i m a t e d p l a n n i n g and t e c h n i c a l 
a s s i s t a n c e c o s t would be a p p r o x i m a t e l y $ 440 , 000 . 
M i no r equipment needs are e s t i m a t e d to be $100 ,000 . 
Work ing c a p i t a l needs are e s t i m a t e d to be $1.1 m i l -
l i o n f o r beans and $.4 m i l l i o n f o r r i c e . These funds 
are n e c e s s a r y f o r the d i s t r i b u t i o n and a p p l i c a t i o n 
c o s t s f o r improved seed. 

2. The f e r t i l i z e r program i s e s t i m a t e d to c o s t $.7 m i l -
l i o n f o r beans and $ .58 m i l l i o n f o r r i c e f o r a t o t a l 
o f $1 .28 m i l l i o n . The major expense i n t h i s program 
i s f o r s u b s i d y funds f o r the p r o d u c t i o n and d i s t r i b u -
t i o n o f f e r t i l i z e r . These were e s t i m a t e d to be about 
$ .6 m i l l i o n . C o n s t r u c t i o n and equipment c o s t s were 
e s t i m a t e d at $180,000 f o r both the r i c e and bean 
a reas t o g e t h e r . P l a n n i n g and t e c h n i c a l a s s i s t a n c e 
expenses amount to the o t h e r major expense . The 
$500,000 a l l o c a t e d f o r these c o s t s i s s p l i t e q u a l l y 
between the bean and r i c e a reas and i s a l l o c a t e d 
p r i m a r i l y to t e c h n i c a l s e r v i c e s , demon s t r a t i o n p l o t s 
and e x p e r i m e n t a t i o n . 

3. The c r e d i t e x p a n s i o n program i n v o l v e s the e s t a b l i s h -
ment o f a r e v o l v i n g fund c o s t i n g , over the f i v e y e a r 
s i m u l a t i o n p e r i o d , $2.5 m i l l i o n , w i th $1 .5 m i l l i o n 
a l l o c a t e d to the bean area and $1.0 m i l l i o n to the 
r i c e a r ea . 

4. The m a r k e t i n g i n f o r m a t i o n s e r v i c e s are r e l a t i v e l y 
low c o s t , w i th an e s t i m a t e d t o t a l e x p e n d i t u r e of 
$480 ,000 ove r the s i m u l a t i o n p e r i o d . The c o s t i n -



e ludes th ree model t r a n s m i t t i n g and r e c e i v e r u n i t s 
and pe r s onne l to ope ra te them i n each of the two 
p r o d u c i n g a r e a s . 

Table 13 .3 E s t i m a t e d I n ve s tmen t Funds N e c e s s a r y 
f o r Tota l U rban -Ru r a l Reform Programs 

Modern T r ad i t i onal Rura l To ta l 
Di s c o u n t Urban R e t a i l Bean -R i ce U rban -Ru ra l 

Supe rmarket s Programs Reforms Package 

P l a n n i n g and ( i n mi 11 i ons o f d o l l a r s ) 

Techni cal 
A s s i s tance .1 .25 1.12 1 .47 

Cons t r u c t i on 
and Equipment 1.5 .6 .58 2 . 6 8 

Work ing C a p i t a l 2.0 2 . 25 4 .6 8 .85 

TOTAL 3 .6 3.1 6 . 3 13.00 

The t i m i n g o f the commitment o f the funds f o r the r u r a l p r o -

gram i s c o n c e n t r a t e d more i n the midd le y e a r s o f the s i m u l a t i o n due 

to the need i n e a r l y y e a r s f o r r e s e a r c h and d e m o n s t r a t i o n , w i t h the 

bu l k o f the wo rk i n g c a p i t a l needs s t a r t i n g i n the second and t h i r d 

y e a r s . The t o t a l r u r a l re fo rm c o s t i s a l l o c a t e d ove r the f i v e 

y e a r s as f o l l o w s : $ . 7 5 , $ 1 . 5 , $ 2 . 0 , $ 1 . 5 , and $ .55 m i l l i o n . Com-

b i n i n g t h i s w i t h the t o t a l urban re fo rm prog ram, the amount and 

t i m i n g of i n ve s tmen t funds f o r the t o t a l re fo rm program a r e : $ 2 . 8 5 , 

$ 5 . 2 5 , $ 2 . 7 5 , $ 1 . 6 , and $ .55 m i l l i o n , r e s p e c t i v e l y , over the f i v e 

y e a r s o f the s i m u l a t i o n run . 

D e t e r m i n a t i o n o f Base Parameter s 

I n o r de r to have a base f o r c o m p a r i s o n , a " ba se run s i m u l a t i o n " 

i s done on which a l l compar i s on s o f the changes caused by the re form 

programs are a n a l y z e d w i t h i n the f i v e - y e a r p l a n n i n g h o r i z o n . The 

e x p l i c i t d e t e r m i n a t i o n o f the data i n p u t s i s deve loped from a combi-

n a t i o n o f s u r ve y r e s u l t s , census d a t a , and " b e s t e s t i m a t e s " o f the 

p a r t i c u l a r r e s e a r c h team members most capab le o f making a judgment. 

The e x p l i c i t l i s t i n g of the v a l u e s and s o u r c e s o f parameter i n p u t s 

i s r e p o r t e d i n Append ix B. Once the base p e r i o d data are de te rm ined , 

e s t i m a t e s are made on how the s y s tem might be expected to change 

w i t h o u t the imp lementa t i on o f the s u g g e s t e d re form p rog rams . A g a i n , 

the e x p l i c i t va l ue o f the parameter s and the r a t e s at which they are 



expec ted to change over t ime are g i v e n i n Append ix B. The f o l l o w -

i n g parameter changes are made ove r the f i v e y e a r base s i m u l a t i o n 

run : 

1. Changes i n Tota l Income - To t a l urban consumer income 
i s assumed to grow at 6% per y e a r over the s i m u l a t i o n 
run . That average i n c r e a s e i s composed of 4 .5% i n -
c rea se i n p o p u l a t i o n and 1.5% i n c r e a s e i n per c a p i t a 
income. I t i s assumed t h a t the 6% i n c r e a s e a p p l i e s to 
a l l consumer t y p e s . I t i s assumed t h a t h i g h e r income 
consumers w i l l p r o b a b l y have a h i g h e r per c a p i t a i n -
c r ea se than 1 . 5% , but a lower p o p u l a t i o n growth r a t e . 
On the o t h e r hand, i t i s assumed t h a t lower income 
consumers w i l l p r o b a b l y have s l i g h t l y l e s s than a 1.5% 
i n c r e a s e i n per c a p i t a income but a h i g h e r p o p u l a t i o n 
growth r a t e . In the r u r a l s e c t o r , r u r a l town income 
i s expected to i n c r e a s e at 4% and farm income at 3.5% 
per y e a r . 

2. Average P r o p e n s i t y to Shop f o r Food and Consumer Goods -
W i thou t the imp lementa t i on o f the re form programs i n 
the urban a r e a , some s h i f t i n g i n consumer s hopp i n g be-
h a v i o r to modern o u t l e t s i s expec ted to take p l a ce 
n a t u r a l l y . As consumers become i n c r e a s i n g l y aware of 
the p r i c e , q u a l i t y , and s e l e c t i o n advantages o f s u p e r -
m a r k e t s , more consumers are l i k e l y to use t h e i r f a c i l i -
t i e s as t ho se f a c i l i t i e s become a v a i l a b l e . However, 
the s w i t c h to s upe rmarke t s w i l l p r o b a b l y be c o n c e n t r a t -
ed in the midd le and upper income g roups and not i n the 
lower income g r o u p s . Over the f i v e y e a r p e r i o d of the 
s i m u l a t i o n , ve ry h i g h , h i gh and midd le income consumers 
are assumed to i n c r e a s e food and consumer goods p u r c h a s -
es i n modern food o u t l e t s by 40%, o r an average o f 10% 
per y e a r . Thu s , a t the end o f f i v e y e a r s , ve ry h i g h 
income consumers would be expected to make 42% of food 
e x p e n d i t u r e s i n modern o u t l e t s , w h i l e the h i g h and mid-
d le income g roups are expec ted to pu r cha se 31% and 21%, 
r e s p e c t i v e l y , i n modern food o u t l e t s . Consumer goods 
e x p e n d i t u r e s i n modern o u t l e t s , as a p r o p o r t i o n o f 
t o t a l consumer goods e x p e n d i t u r e s i n the f i f t h y e a r of 
the s i m u l a t i o n , are assumed to reach 4 . 2 % , 4 .8% and 
5 . 8% , r e s p e c t i v e l y , f o r the ve ry h i g h , h i g h and midd le 
income g r o u p s . A l l o t h e r s h o p p i n g p r o p e n s i t i e s are 
assumed to remain c o n s t a n t . 

3. Other Parameter Changes - Other base run parameter 
changes i n c l u d e d an average growth r a te o f i n d u s t r i a l 
ou tput of 5% and an i n c r e a s e i n t o t a l farm ou tpu t o f 
about 4% per y e a r i n the f o u r major p roduc t c a t e g o r i e s . 
I n c r e a s e s i n e x o g e n o u s l y g i v e n minimal s u b s i s t e n c e 
wages , net tax revenues f l o w i n g i n t o the area from the 
f e d e r a l gove rnment , and the l e v e l o f i n ve s tmen t i n the 
urban area are shown i n Tab le 1 3 . 4 . 

D e t e r m i n a t i o n o f the Parameter Va lue Changes f o r the Reform Op t i on s 

Modern D i s c o u n t Supermarket Reform - For t h i s l i m i t e d re form 

o p t i o n , s hopp i n g p r o p e n s i t i e s , p r i c e i n d i c e s , m a r g i n s , s p o i l a g e 

r a t e s , l o c a t i o n of r e t a i l e r p u r c h a s e s , and the l e v e l of exogenous 



Table 13.4 Other E s t i m a t e d Parameter Changes 
i n the Base S i m u l a t i on 

Time Mi ni mal Net I n f l o w Level o f 
Pe r i od Sub s i s t ence of Taxes I n ve s tment 

( i n m i l l i o n s o f d o l l a r s ) 

1 65 50 55 

2 70 55 58 

3 75 60 61 

4 80 65 64 

5 85 70 67 

SOURCE: S i m u l a t i o n Run-Base 

i n v e s t m e n t are c o n s i d e r e d the impo r t an t p o i n t s o f e n t r y i n t o the 

model. A l l the parameter changes assumed i n the base s i m u l a t i o n 

are repeated except the l e v e l of i n ve s tmen t and the s hopp i n g p r o -

p e n s i t i e s which are f u r t h e r a l t e r e d i n t h i s r e fo rm. For a d e t a i l -

ed l i s t i n g of parameter e s t i m a t e s f o r the supe rmarke t re form s imu -

l a t i o n see Append ix B. 

1. Average P r o p e n s i t y to Shop - C o n c e n t r a t i o n on the 
modern o p e r a t o r s at the expense o f the t r a d i t i o n a l 
o p e r a t o r s means t ha t the t r a d i t i o n a l o p e r a t o r s w i l l 
become even l e s s c o m p e t i t i v e . As a v a i l a b i l i t y of 
s upe rmarke t s o f f e r i n g low p r i c e s i n c r e a s e s and the 
lower income consumer i s a t t r a c t e d to these o u t l e t s 
which seem more d i r e c t l y o r i e n t e d to her needs , the 
s h i f t i n s hopp i n g b e h a v i o r w i l l be s i g n i f i c a n t . 
Thu s , i t i s assumed tha t f o r the very h i gh and h i gh 
income consumer, e x p e n d i t u r e s i n modern o u t l e t s f o r 
food and consumer goods w i l l double to 60% and 50% 
o f t h e i r r e s p e c t i v e t o t a l food b u d g e t s . I t i s e x -
pected t h a t the pe rcen tage o f the t o t a l food budget 
extended th rough modern o u t l e t s by midd le income con -
sumers w i l l i n c r e a s e even more s h a r p l y from 15% to 
40%. With t h i s r e f o r m , the low and very low income 
consumers w i l l beg in s hopp i n g i n these o u t l e t s , 
though not to the degree o f the midd le and upper 
income g r o u p s . I t i s assumed t h a t the low income 
consumer w i l l i n c r e a s e the pe r cen tage of h i s food 
budget extended i n modern o u t l e t s from 10% to 30% 
on the a v e r a g e , and tha t the very low income con -
sumer, who i n the base y e a r spen t no money i n modern 
o u t l e t s , w i l l be spend ing an average of 20% o f h i s 
food budget i n modern o u t l e t s i n the f i f t h y e a r . 

2. The R e l a t i v e P r i c e Index - T h i s i ndex compares the 
p r i c e l e v e l o f food and consumer goods between the 
t r a d i t i o n a l and modern o u t l e t s . I t i s assumed t h a t 
c ompe t i t i o n among the modern o u t l e t s would f o r ce 
t h e i r p r i c e ( a l r e a d y 8% lower than the t r a d i t i o n a l 



o u t l e t s ) down s l i g h t l y more ove r the f i v e y e a r 
p e r i o d (1% over the t o t a l f i v e y e a r s ) . The p r i c e s 
i n the t r a d i t i o n a l o u t l e t s would f a l l some (2% 
assumed) but not enough to become c o m p e t i t i v e be-
cause of the f i n a n c i a l and t e c h n i c a l f a c t o r s l i m i t -
i ng improvements by t r a d i t i o n a l o p e r a t o r s . 

3. S p o i l a g e and M a r g i n Changes - S p o i l a g e and marg in 
are a l t e r e d i n the modern o u t l e t s f o r f ood . M a r g i n 
i s dropped from 20% to 19% g r a d u a l l y over the f i v e 
y e a r p e r i o d due to i n c r e a s e d v e r t i c a l c o o r d i n a t i o n . 
S p o i l a g e , however , i s assumed to i n c r e a s e from 1% 
to 2.5% i n the modern o u t l e t s as they broaden t h e i r 
p r o d u c t mix to i n c l u d e more n o n - p r o c e s s e d and p e r i s h -
ab le food i t e m s . 

4. R e t a i l e r S upp l y Pu r cha se s - The o r i g i n and type o f 
r e t a i l e r s u p p l y p u r c h a s e s are a l s o expected to change 
o n l y f o r modern o u t l e t s . There i s an assumed i n c r e a s e 
from 20% to 31% i n the amount o f n o n - p r o c e s s e d food 
pu r cha sed from the r u r a l s e c t o r as a p r o p o r t i o n o f 
the t o t a l food pu r cha se s by modern o u t l e t s . T h i s 
deve l op s as n o n - p r o c e s s e d food becomes r e l a t i v e l y 
more impo r t an t i n t h e i r p r oduc t mix and as v e r t i c a l 
c o o r d i n a t i o n e f f o r t s are c o n t i n u e d . 

5. I n ve s tment - The l e v e l o f exogenous i n p u t o f i n v e s t -
ment funds i s augmented a c c o r d i n g to the p r e v i o u s l y 
deve loped i n ve s tmen t c o s t s chedu l e f o r t h i s re form 
o p t i o n . For the f i r s t t h ree y e a r s , there was an add-
ed i n ve s tmen t f low o f $ 1 . 1 , $2.0 and $ .5 m i l l i o n , 
r e s p e c t i v e l y . 

The Tota l Urban Reform Program - The same e n t r y p o i n t s are 

c o n s i d e r e d f o r the t o t a l urban re form package as f o r the more 

l i m i t e d modern d i s c o u n t s upe rmarke t r e fo rm. The v a l u e s of the 

parameter changes are d i f f e r e n t , however ( see Append ix B f o r a 

complete l i s t i n g o f parameter e s t i m a t e s under the t o t a l urban r e -

form s i m u l a t i o n ) . 

1. Shopp ing P r o p e n s i t i e s - The change i n s h o p p i n g p r o -
p e n s i t i e s i s somewhat l e s s than t h a t s u g g e s t e d i n 
the modern d i s c o u n t supe rmarke t re form but s t i l l more 
than i n the base s i m u l a t i o n ; because t h i s t o t a l urban 
package c o n t a i n s programs f o r the t r a d i t i o n a l o p e r a -
t o r s , they can be expec ted to r e a c t more c o n s t r u c t i v e -
l y to the modern d i s c o u n t s u p e r m a r k e t s . For the t o t a l 
urban re form package , i t was assumed t h a t d u r i n g the 
f i v e y e a r s : very h i gh income consumers would i n c r e a s e 
the pe r cen tage o f t h e i r food budget s p e n t i n modern 
o u t l e t s from 30% to 50%; h i g h and m idd le income g roup s 
would i n c r e a s e from 20% to 41% and 31%, r e s p e c t i v e l y ; 
low income consumers wou ld doub le t h e i r p u r c h a s e s from 
10% to 20%; and ve ry low income consumers would go 
from no p u r c h a s e s i n modern o u t l e t s to 12% o f t h e i r 
t o t a l food p u r c h a s e s . 

2. The R e l a t i v e P r i c e I ndex - I t i s assumed t h a t the i n -
c r ea sed buy i ng power and c o m p e t i t i v e v i a b i l i t y o f the 



t r a d i t i o n a l o u t l e t s pe rm i t s them to reduce the 
average r e l a t i v e food p r i c e s by 5% over the f i v e 
y e a r p e r i o d . F u r t h e r r e a c t i o n i n the modern o u t -
l e t s i s assumed, 1 oweri ng p r i c e s ano the r 2%. 

3. S p o i l a g e Rates - The r a t e o f s p o i l a g e i n both the 
modern and t r a d i t i o n a l o u t l e t s i s changed as a r e -
s u l t o f the re fo rm package . In the modern o u t l e t s 
the change i s s i m i l a r to t h a t i n the f i r s t r e f o rm, 
i . e . , a s l i g h t i n c r e a s e o f 1% ove r the f i v e y e a r 
p e r i o d due to the i n c r e a s e i n s a l e s o f p e r i s h a b l e 
i t e m s . In the t r a d i t i o n a l o u t l e t s , however , the re 
was a s i g n i f i c a n t drop i n the r a te o f s p o i l a g e o r 
l o s s i n food i t e m s . For s t r e e t and p u b l i c m a r k e t s , 
the s p o i l a g e (mo s t l y p e r i s h a b l e f o o d s ) cut i n h a l f 
over the f i v e y e a r p e r i o d from 20% down to 10%. 
For the ne i ghbo rhood s t o r e s , the r a te of s p o i l a g e 
i s dec rea sed from 10% to 6%. A l l o t h e r s p o i l a g e 
r a t e s are he l d c o n s t a n t . 

Marg i n - The marg i n i s a g a i n changed on l y f o r the 
modern channel o u t l e t s by s l i g h t l y l e s s than 2% 
over the f i v e y e a r p e r i o d . The marg in i n the t r a -
d i t i o n a l o u t l e t s i s not changed because i t i s 
assumed tha t the lowered s p o i l a g e and the r e l a t i v e 
dec rea se i n buy i n g c o s t s o ve r s e l l i n g c o s t s a l l owed 
the t r a d i t i o n a l r e t a i l e r to keep the same g r o s s 
ma r g i n . With the lower s p o i l a g e coun te red by the 
lower s e l l i n g p r i c e , the net p r o f i t to t r a d i t i o n a l 
r e t a i l e r s i s not expec ted to change s i g n i f i c a n t l y . 

5. Pu rcha se L o c a t i o n - The l o c a t i o n of r e t a i l e r p u r -
chase s and the p r o p o r t i o n o f p r o c e s s e d food vs non-
p r o c e s s e d food pu r cha se s are a l s o changed i n the 
t o t a l urban re fo rm package . Added to the 10% s h i f t 
assumed i n the modern o u t l e t s from p r o c e s s e d food 
to n o n - p r o c e s s e d food pu r cha sed i n the r u r a l a r e a , 
i t i s assumed t h a t the emphas i s on p r o c e s s e d f oods 
as a p r o p o r t i o n o f t o t a l s a l e s i n the n e i g h b o r h o o d 
s t o r e s w i l l a l s o s h i f t i n f a v o r of the l o c a l l y p r o -
duced n o n - p r o c e s s e d foods by about 5% over the f i v e 
y e a r p e r i o d . 

T h i s s h i f t i n g o f demand away from p r o c e s s e d food 
does not mean t h a t the demand f o r p r o c e s s e d foods 
f a l l s ; i t i n f a c t s t i l l r i s e s . B u t , as the modern 
and t r a d i t i o n a l ne i ghbo rhood s t o r e s grow and take 
on a more rounded mix o f p r o d u c t s , they w i l l be 
buy i n g a l a r g e r r e l a t i v e p r o p o r t i o n o f n o n - p r o c e s s e d 
and p e r i s h a b l e f o o d s . C u r r e n t l y , both t ypes of o u t -
l e t s are h e a v i l y c o n c e n t r a t e d i n canned and o t h e r 
t ypes o f p r o c e s s e d f o o d s . 

I n ve s tment - Over the f i r s t f o u r y e a r s o f the s i m u l a -
t i o n r u n , c u r r e n t expected i n ve s tmen t i s i n c r e a s e d by 
$ 2 . 1 , $ 3 . 7 5 , $ . 7 5 , and $.1 m i l l i o n , r e s p e c t i v e l y . 

The U rban -Ru ra l Reform Program - Added to the t o t a l urban r e -

form program i s a major p r o d u c t i o n and d i s t r i b u t i o n re form package 

f o r beans and r i c e i n the r u r a l s e c t o r . A l l parameter changes e s t i -

mated f o r the t o t a l urban program are r e t a i n e d i n t h i s re form pack -



age, and a d d i t i o n a l parameter changes i n the r u r a l s e c t o r are i n -

c o r p o r a t e d . 

The imp lementa t i on o f the r u r a l re fo rm package b r i n g s i n t o 

use the s p e c i a l modern and t r a d i t i o n a l p r o d u c t i o n t ypes d e f i n e d 

i n the r u r a l s e c t o r . These pe rm i t a d e l i n e a t e d s t udy o f from one 

to f i v e commod i t i e s . The e n t r y p o i n t s c o n s i d e r e d i n t h i s re fo rm 

o p t i o n are the r a t e s o f y i e l d and l and use f o r t o t a l bean and r i c e 

ou tpu t i n the f o u r - s t a t e a r e a , g r o s s ma r g i n s o f a s s e m b l e r s , p r o -

c e s s o r s , and t r a n s p o r t e r s i n the r u r a l area f o r f o o d , and the 

exogenous i n p u t o f i n ve s tmen t funds i n t o the r u r a l s e c t o r . For a 

d e t a i l e d l i s t i n g o f parameter c hange s , see Append ix B. 

1. Y i e l d - The y i e l d s o f the t r a d i t i o n a l f a rmer s are 
assumed to remain c o n s t a n t at .6 ton s per hec t a re 
f o r beans and 1.7 ton s per hec t a r e f o r r i c e . For 
the modern i zed f a r m e r s , y i e l d s are assumed to i n -
c r ea se 40% i n the second y e a r , 20% i n the t h i r d , 
20% i n the f o u r t h , and 10% i n the f i f t h y e a r . By 
the end o f the f i f t h y e a r , p o t e n t i a l y i e l d s on the 
modern i zed land are expec ted to be 1 .14 tons per 
hec t a re f o r beans and 3 .2 tons per hec t a r e f o r r i c e . 
These e s t i m a t e s are based on the expected r e t u r n s 
from r e s e a r c h , f e r t i l i z e r u s e , and improved s e e d s . 

2. Land Use - The degree to which the modern y i e l d 
r a t e s are r e a l i z e d i s determined by the amount o f 
l and which i s put to use under the modern i zed con-
d i t i o n s . The area to which the re form i s a p p l i c a b l e 
accoun t s f o r about 464 ,000 h e c t a r e s , o r 24% of bean 
p l a n t i n g s i n the f o u r - s t a t e a rea and about 73,000 
h e c t a r e s , o r 42% o f r i c e p l a n t i n g s i n the f o u r 
s t a t e s be i ng c o n s i d e r e d . W i t h i n the re form a r e a s , 
the s w i t c h r a te from t r a d i t i o n a l to modern f a rm ing 
i s assumed to be 2% o f the t o t a l p r oduce r p o p u l a -
t i o n i n the second y e a r , 8% i n the t h i r d , 20% i n 
the f o u r t h , and 20% i n the l a s t y e a r . Thu s , by the 
f i f t h y e a r , 50% o f the l a n d i n the p e r t i n e n t reform 
a reas i s assumed to be c o n v e r t e d to modern p r o d u c -
t i o n . T h i s , t hen , means t h a t o f the t o t a l a rea 
p r o d u c i n g beans and r i c e , 12% c o n v e r s i o n i n beans 
and 21% c o n v e r s i o n i n r i c e i s assumed. 

3. Ma r g i n Dec rea se s - With the improvement i n market 
i n f o r m a t i o n and urban v e r t i c a l c o o r d i n a t i o n i n 
s e l e c t e d a r e a s , the o v e r - a l l g r o s s marg in gene ra ted 
i n the r u r a l a rea f o r food i s assumed to f a l l 2% 
ove r the f i v e - y e a r p e r i o d . Though the g r o s s e f f e c t 
i s s m a l l , i n the a reas and p r o d u c t s a f f e c t e d , g r o s s 
r u r a l marg in drops by o n e - t h i r d (10%) but i t on l y 
r e p r e s e n t s about 20% o f the t o t a l food p r o d u c t i o n 
i n the r u r a l s e c t o r (2% i s 20% o f 10%) . 

4. I n ve s tmen t I n c r e a s e s - As i n the urban r e f o r m s , the 
i n ve s tmen t funds n e c e s s a r y to implement the re forms 
are i n p u t i n t o the r u r a l s e c t o r as demands f o r l a b o r , 
c o n s t r u c t i o n m a t e r i a l s , equ ipment , and changes i n 
the a b i l i t y to buy farm i n p u t s , i . e . , an i n c r e a s e i n 



the t e c h n i c a l c o e f f i c i e n t r e l a t i n g farm i n p u t v a l u e 
per u n i t o u t p u t . 

5 . I n c r e a s e s i n I n v e s t m e n t Funds - I n c o r p o r a t e d i n t o 
the r u r a l s e c t o r a re t he i n v e s t m e n t f und s n e c e s s a r y 
to imp lement the r u r a l r e f o r m p r og r am. Ove r the 
f i v e - y e a r p e r i o d , the i n v e s t m e n t s g e n e r a t e d by the 
r u r a l r e f o r m p rog r am a r e : $ . 7 5 , $ 1 . 5 , $ 2 . 0 , $ 1 . 5 , 
and $ . 5 5 m i l l i o n , r e s p e c t i v e l y . T h u s , f o r the t o t a l 
u r b a n - r u r a l p r o g r a m , i n v e s t m e n t f und s w i l l be i n -
c r e a s e d i n the s y s t e m ( b o t h u rban and r u r a l ) by $13 
m i l l i o n s p l i t o v e r the f i v e y e a r s o f the s i m u l a t i o n 
as f o l l o w s : $ 2 . 8 5 , $ 5 . 2 5 , $ 2 . 7 5 , $ 1 . 6 , and $ . 5 5 m i l -
l i o n , r e s p e c t i v e l y . 

E v a l u a t i o n o f S i m u l a t i o n R e s u l t s 

The s i m u l a t i o n s were run on the CDC 3600 computer a t M i c h i g a n 

S t a t e U n i v e r s i t y . Each s i m u l a t i o n o f f i v e t ime p e r i o d s t ook a p p r o x -

i m a t e l y two m i n u t e s o f computer t ime and g e n e r a t e d 310 pages o f de -

t a i l e d economic i n f o r m a t i o n about each s e c t o r and a c onden sed s e t 

o f p e r f o r m a n c e measu re s f o r t he s y s t e m i n g e n e r a l . I n the a c t u a l 

use o f the s i m u l a t i o n s and t h e i r e v a l u a t i o n s , the deve l opment p l a n -

ne r wou l d want to c a r e f u l l y examine no t o n l y the v a l u e s o f the p e r -

fo rmance measu re s bu t a l s o t he more d e t a i l e d r e s u l t s b e f o r e mak ing 

a d e c i s i o n on the economic f e a s i b i l i t y and d e s i r a b i l i t y o f any o f 

the r e f o r m s . The e v a l u a t i o n o f the impac t o f the r e f o r m s c o n t a i n e d 

h e r e i n i s p r e s e n t e d i l l u s t r a t i v e l y and t h u s s h o u l d no t be c o n t i n u e d 

as a complete a n a l y s i s f o r deve l opment p l a n n i n g . 

S i n c e each s i m u l a t i o n a s sumes a f i v e y e a r p l a n n i n g h o r i z o n , 

i t i s e x p e c t e d t h a t the r e s u l t s w i l l be c o n s e r v a t i v e , s i n c e most 

o f the i n v e s t m e n t c o s t s are i n c u r r e d i n the f i r s t t h r e e y e a r s , b u t 

the c o s t s and b e n e f i t s a r i s i n g w i t h i n the economic s y s t e m w i l l c o n -

t i n u e to be g e n e r a t e d a f t e r the f i r s t f i v e y e a r s . The a s s u m p t i o n 

o f an open s y s t e m r e l a t i v e to consumer income g e n e r a t i o n a l s o t end s 

to u n d e r e s t i m a t e r e s u l t s becau se c e r t a i n m u l t i p l i e r e f f e c t s a re not 

a u t o m a t i c a l l y t a ken i n t o c o n s i d e r a t i o n ( s e e page 1 3 - 1 5 o f t h i s 

c h a p t e r ) . A s s u m i n g the open s y s t e m , i . e c o n s u m e r income i s g i v e n 

e x o g e n o u s l y to each consumer t ype each y e a r , was n e c e s s a r y i n o r d e r 

to a v o i d p o t e n t i a l l y l a r g e m i s l e a d i n g r e s u l t s i n income m u l t i p l i e r 

e f f e c t s . P a r a m e t e r e s t i m a t e s f o r t he c r u c i a l l i n k between ma jo r 

s o u r c e s o f income g e n e r a t i o n ( a b o u t 80% o f a l l consumer i ncome) and 

the i n d i v i d u a l consumer t y p e s r e c e i v i n g t h a t income were n o t a v a i l -

a b l e a t the t ime t h e s e i l l u s t r a t i v e s i m u l a t i o n s were r u n . C a r e f u l 

c heck s were made, howeve r , i n a post hoc manner , to v e r i f y the c o n -

s i s t e n c y between t o t a l consumer income g e n e r a t e d and expended . A 

v a r i a n c e o f 1% o r l e s s was a c h i e v e d i n a l l s i m u l a t i o n s . 



The r e s u l t s o f the s i m u l a t i o n s demonst ra te the impor tance o f 

compara t i ve a n a l y s i s between v a r i o u s o p t i o n s and a base s i m u l a t i o n 

r e p r e s e n t i n g the e x p e c t a t i o n o f how the sy s tem would opera te w i t h -

out the se s p e c i f i c r e f o r m s . The base s i m u l a t i o n p r o j e c t s the p r e -

sen t s y s tem f o r f i v e y e a r s , i n c l u d i n g development changes expected 

to take p l ace i ndependent o f the re form programs ana l y zed here 

( s uch as i n d u s t r i a l e x p a n s i o n th rough 34/18 i n v e s t m e n t ) . 

The s i m u l a t i o n s w i l l s u g g e s t the na tu re o f the consequences 

of imp lement ing these re form o p t i o n s and show the type of a n a l y s i s 

which can be expec ted from the Rec i f e Systems Mode l . The r e s u l t s 

of each s u c c e s s i v e l y more i n c l u s i v e re fo rm program are p r e s e n t e d 

s e p a r a t e l y , and then summarized w i th the c a l c u l a t i o n o f one p o t e n -

t i a l measure o f s o c i a l r e t u r n on i n ve s tmen t r e l a t i n g i n ve s tmen t 

c o s t s to a d d i t i o n s i n consumer buy i n g power gene ra ted by the r e -

forms . 

Modern D i s c o u n t Supermarket Reform Program - With the i m p l e -

men ta t i on o f t h i s re fo rm program of ten a d d i t i o n a l modern d i s c o u n t 

o p e r a t i o n s , the annual s a l e s o f food i n modern o u t l e t s r i s e s from 

$14 .9 m i l l i o n i n the f i r s t y e a r to $52 m i l l i o n i n the f i f t h y e a r 

o f the s i m u l a t i o n (Tab le 1 3 . 5 ) . By the f i f t h y e a r , t h i s r e p r e s e n t s 

an i n c r e a s e ove r t h a t expected w i t h o u t the re form o f more than 100% 

( $ 2 3 . 8 m i l l i o n vs $52 m i l l i o n ) . At the same t ime , the annual s a l e s 

i n the t r a d i t i o n a l o u t l e t s f e l l a b s o l u t e l y . S t r e e t and p u b l i c mar-

ket s a l e s dec rea sed from $51.2 m i l l i o n to $46.1 m i l l i o n and the 

annual s a l e s o f t r a d i t i o n a l ne i ghbo rhood s t o r e s dropped to $40.9 

m i l l i o n from $45 .5 m i l l i o n . Th i s annual s a l e s d e c l i n e does not 

p r e s e n t the e n t i r e p i c t u r e , however. The s a l e s d e c l i n e i n t r a d i -

t i o n a l o u t l e t s i s even more s i g n i f i c a n t when compared to the s a l e s 

which the t r a d i t i o n a l o p e r a t o r s cou ld have expected i n f i v e y e a r s 

i f no re fo rm had been implemented. Expected annual s a l e s i n the 

f i f t h y e a r f o r the base s i m u l a t i o n were $62.2 m i l l i o n f o r the s t r e e t 

and p u b l i c markets compared to $46.1 m i l l i o n under the supermarket 

re fo rm s i m u l a t i o n . S i m i l a r l y , ne i ghbo rhood s t o r e s a l e s amounted to 

$55 .1 m i l l i o n i n the f i f t h y e a r f o r the base s i m u l a t i o n compared to 

$40 .9 m i l l i o n under the supe rmarke t re fo rm s i m u l a t i o n . The modern 

o p e r a t o r s ha re o f the market ro se from 12.3% to 34.3% w i t h t h i s 

re fo rm compared to the no re fo rm s i t u a t i o n , where t h e i r market 

s ha re ro se on l y to 15 .5% . 

Table 13.6 shows t h a t t o t a l annual wages and d i s t r i b u t e d p r o f -

i t s g e n e r a t e d i n the d i s t r i b u t i o n s e c t o r i n c r e a s e d over the f i v e 

y e a r p e r i o d from $30 m i l l i o n to $36.2 m i l l i o n , but t h a t i n c r e a s e i s 



Table 13.5 Annual 
S e c t o r 

S a l e s i n S e l e c t e d D i s t r i b u t i o n 
Channe l , by O u t l e t Types 

( i n m i l l i o n s of d o l l a r s ) 

Time P e r i o d 

S a l e s i n Supermarket s 1 2 3 4 5 

Base S i m u l a t i o n 14. 9 16 .8 18.9 21 .2 2 3 . 8 

Supermarket Reform 14. 9 22 .4 31 .3 41 .1 52. 

S t r e e t & P u b l i c Ma rke t s _ 1 2 3 4 5 

Base S i m u l a t i o n 51 . 2 53 .7 56 .4 59 .2 62 .2 

Supermarket Reform 51. 2 50 .4 4 9 . 3 4 7 . 8 46 .1 

T r a d i t i o n a l N e i g h b o r -
hood S t o r e s _1 2 3 4 5 

Base S i m u l a t i o n 45. 5 47 .6 50. 52 .5 55 .1 

Supermarket Reform 45. 5 44 .7 43.7 42 .4 40 .9 

SOURCE: S i m u l a t i o n Run " B a s e " and "Mods O n l y - I l l " 

$1 .6 m i l l i o n l e s s than expec ted w i th no re fo rm. The t r a d i t i o n a l 

o p e r a t o r s i n the s e c t o r f a r e d much worse than the a v e r a g e , however. 

Annual wages and income gene r a t ed dropped a b s o l u t e l y i n both t r a d i -

t i o n a l t y p e s , and when compared to e x p e c t a t i o n s w i t h o u t the r e f o rm, 

the dec rease i n wage and income gene r a t ed i s $4 m i l l i o n i n the 

f i f t h y e a r . Modern o u t l e t s took up $2.4 m i l l i o n o f the expec ted 

l o s s to t r a d i t i o n a l r e t a i l e r s . The wages and d i s t r i b u t e d p r o f i t s 

g e n e r a t e d i n the d i s t r i b u t i o n s e c t o r , wh i l e a b s o l u t e l y h i g h e r by 

$6 .2 m i l l i o n over the c u r r e n t y e a r , are a t o t a l o f $3.7 m i l l i o n 

lower than would be expected w i th no re fo rm ove r the e n t i r e f i v e 

y e a r s . Thus , r e l a t i v e to e x p e c t a t i o n s and i n a b s o l u t e t e rms , the 

t r a d i t i o n a l o p e r a t o r s have been d e a l t a s eve re blow because they 

c o u l d not or would not r e a c t c o m p e t i t i v e l y . I t s h o u l d be remember-

ed t h a t i t i s the s h i f t i n g consumer p r e f e r e n c e s to more modern, 

lower p r i c e d and more c o n v e n i e n t r e t a i l o u t l e t s which p r o v i d e s the 

d r i v i n g f o r c e beh i nd these expected change s . 

Tota l wage income and d i s t r i b u t e d p r o f i t s from a l l s e c t o r s 

i n c r e a s e d ove r the f i v e y e a r p e r i o d , but are s t i l l $1 .9 m i l l i o n 

below t ha t which cou ld have been expec ted w i t h o u t the re fo rm. 

The n e g a t i v e e f f e c t i n the d i s t r i b u t i o n s e c t o r i s more than o f f -

s e t by the " c o n s t r u c t i o n e f f e c t " of the added i n ve s tmen t funds 



i n p u t i n t o the s y s tem i n the f i r s t t h ree y e a r s , but by the f o u r t h 

and f i f t h y e a r s the money income b e g i n s to f a l l below base s i m u l a -

t i o n e x p e c t a t i o n s . 

Tab le 13.6 D i r e c t 
i n the 

Wages and D i s t r i b u t e d P r o f i t s Generated 
D i s t r i b u t i o n S e c t o r f o r Food S a l e s 

( i n m i l l i o n s o f do l 1 a r s ) 

Wages and D i s t r i b u t e d 
P r o f i t s Generated I n : Time P e r i o d 

Tota l S e c t o r 1 2 3 4 5 

Base S i m u l a t i o n 30 31 .7 33 .6 35 .6 37 .8 

Supermarke t Reform 30 31 .4 32 .9 34 .5 36.2 

Supe rmarke t s 1 2 3 4 5 

Base S i m u l a t i o n 1 .9 2 . 1 2 . 3 2 .6 2 .9 

Supermarket Reform 1 .9 2 .6 2 . 4 4 . 3 5 . 3 

S t r e e t s & P u b l i c Ma rke t s 1 2 3 4 5 

Base S i m u l a t i o n 8 . 8 9 . 3 9 .7 10 .2 10.7 

Supermarket Reform 8 . 8 8 . 8 8 .7 8 .6 8.4 

T r a d i t i o n a l N e i g h b o r -
hood S t o r e s 1 2 3 4 5 

Base S i m u l a t i o n 6 .6 6 . 9 7 .3 7.7 8. 

Supermarke t Reform 6 .6 6 .6 6 .5 6 .4 6 . 3 

SOURCE: S i m u l a t i o n Runs " B a s e , " "Mods O n l y - I l l " 

These n e g a t i v e income e f f e c t s are c omp le te l y o f f s e t r e l a t i v e 

to the base s i m u l a t i o n when the i n c remen ta l consumer r ea l income 

gene r a t ed to f i n a l consumers from t h e i r s h i f t i n g buy i n g b e h a v i o r 

to lower p r i c e d o u t l e t s i s c o n s i d e r e d . T h u s , g i v e n a l e v e l o f 

money income, consumer " b u y i n g power" i s i n c r e a s e d . Over the f i v e 

y e a r s , more than $5 m i l l i o n o f i n c r emen ta l rea l income i s c r e a t e d 

f o r consumers . Tab le 13.7 summar izes the t i m i n g o f t h i s i n c r e m e n t -

al r ea l income gene r a t ed from lower r e l a t i v e food p r i c e s . Thu s , 

w h i l e t r a d i t i o n a l r e t a i l e r s i n the d i s t r i b u t i o n s y s tem l o s e r e l a -

t i v e wages , the consumers i n the a g g r e g a t e improve t h e i r net " b u y -

i n g power" ove r the base s i m u l a t i o n where no re fo rm i s assumed by 

$2.9 m i l l i o n . 



Table 13.7 I n c rementa l Consumer Real Income 
Generated from Lower P r i c e s and 
Chang ing Buy ing B e h a v i o r 

( i n mi l i i o n s of d o l l a r s ) 

Time P e r i o d 

S i mu la t i on 1 2 3 ±_ 5 Tota l 

1. Base S i m u l a t i o n 0 .09 .1 1 11 ,4 

2. Modern D i s c o u n t 
Supermkt. Reform 0 1 .23 1 .27 1 . 32 1 . 38 5. .2 

3. Net A d d i t i o n s to 
Real Consumer 
Income ( 2 - 1 ) 0 1 .14 1 .17 1 . 22 1 . 27 4. .8 

4. Changes i n Buy-
i n g Power ( A l l 
S o u r c e s ) 0 1.1 .9 7 2 2, .9 

SOURCE: S i m u l a t i o n Runs " B a s e " and "Mods O n l y - I l l " 

With the modern d i s c o u n t supe rmarke t r e f o rm, impor t s r i s e by 

$2.2 m i l l i o n over what would have been expected w i t h o u t the r e f o rm, 

to a l e v e l o f $49 .2 m i l l i o n i n the f i f t h y e a r ( see Tab le 13 .15 l a t e r 

i n t h i s c h a p t e r ) . T h i s i s caused by the consumer s h i f t to the 

modern o u t l e t s which depend much more on i m p o r t a t i o n than ' the t r a d i -

t i o n a l o p e r a t o r s . Whi le the modern o p e r a t o r s do s h i f t i n some de-

gree to more l o c a l p u r c h a s i n g , i t i s not s u f f i c i e n t to o f f s e t the 

magn i tude o f impo r t s g i v e n the g r e a t i n c r e a s e i n t h e i r s a l e s . 

I n t e r n a l l y gene ra ted u n d i s t r i b u t e d p r o f i t s and d e p r e c i a t i o n 

( p o t e n t i a l i n ve s tmen t f u n d s ) i n c r e a s e o ve r the base s i m u l a t i o n by 

$1 .2 m i l l i o n over the f i v e y e a r s . These a r i s e p r i m a r i l y from the 

modern r e t a i l e r s and can be expected to pay f o r at l e a s t a p a r t o f 

the t o t a l i n ve s tmen t commitment n e c e s s a r y f o r the imp lementa t i on 

o f the re fo rm. 

Whi le i n c rementa l r ea l income i s i n c r e a s e d to the urban con -

sumer, t h i s re fo rm o p t i o n does not l ook very a t t r a c t i v e when com-

pared to the c o s t s i n expected wages , i n c r e a s e s i n i m p o r t a t i o n and 

the d i s l o c a t i o n caused among the t r a d i t i o n a l r e t a i l e r s i n the d i s -

t r i b u t i o n s y s tem. 

The Tota l Urban Reform Program - The reform program which 

c o n c e n t r a t e s on l y on modern supe rmarke t s p roduces s i g n i f i c a n t 

n e g a t i v e e f f e c t s which the s i m u l a t i o n c l e a r l y shows. With the 



imp lementa t i on of the t o t a l urban re form program the r e s u l t s are 

ve ry d i f f e r e n t w i t h i n the urban s e c t o r . 

Tab le 13 . 8 shows annual s a l e s o f modern o u t l e t s s t i l l r i s i n g 

s i g n i f i c a n t l y above base s i m u l a t i o n e x p e c t a t i o n s w i t h o u t a re fo rm 

program by a lmos t $13 m i l l i o n i n the f i f t h y e a r . T h i s i s , however , 

a much s m a l l e r i n c r e a s e than w i th the modern d i s c o u n t re form a l o n e , 

$36 .5 m i l l i o n vs $52 m i l l i o n . Thu s , w h i l e annual s a l e s i n the 

modern o p e r a t i o n s more than double ove r the f i v e y e a r p e r i o d from 

$14 .9 m i l l i o n to $36 .5 m i l l i o n , the i n c r e a s e i s not so g r e a t t ha t 

the t r a d i t i o n a l o p e r a t o r s r e c o r d an a b s o l u t e l o s s i n annual s a l e s . 

Table 13 .8 Annual 
S e c t o r 

S a l e s i n S e l e c t e d D i s t r i b u t i o n 
C h a n n e l - O u t l e t Types 

( i n m i l l i o n s of d o l l a r s ) 

Time P e r i o d 

S a l e s i n Supe rmarke t s 

Base S i m u l a t i o n 

_ ! 
14. 9 

2 

16 .8 

3 

18 .9 

4 

21 .2 

5 

2 3 . 8 

Supermarket Reform 14. 9 22 .4 31 .3 41 .1 52.0 

To ta l Urban Reform 
Package 14. 9 19 .8 25 . 4 31 .6 36 .5 

S t r e e t s & P u b l i c Ma rke t s _J 2 3 4 5 

Base S i m u l a t i o n 51 . 2 53 .7 56.4 59 .2 6 2 . 2 

Supermarket Reform 51 . 2 50 .4 49 . 3 4 7 . 8 46 .1 

To ta l Urban Reform 
Package 51 . 2 51 .7 52 .1 52 .4 52 .7 

T r a d i t i o n a l N e i g h b o r -
hood S t o r e s J _ 2 3 4 5 

Base S i m u l a t i o n 45. 5 47 .6 50.0 52 . 5 55 .1 

Supermarket Reform 45. 5 44 .7 43.7 42 .4 40 .9 

Tota l Urban Reform 
Package 45. 5 4 5 . 8 46 .2 46 .5 46 .7 

SOURCE: S i m u l a t i o n Runs " B a s e , " "Mods O n l y - I l l , " " T o t a l 
U r b a n - I l l " 

O b v i o u s l y , t h e i r s a l e s are below those expec ted w i t h o u t the r e f o rm, 

but by the end of the f i f t h y e a r , t h e i r annual s a l e s have r i s e n ab-

s o l u t e l y by ove r $2 .7 m i l l i o n . -The a b i l i t y o f the t r a d i t i o n a l o p e r -

a t o r s to r e a c t to c o m p e t i t i v e c o n d i t i o n s has i n c r e a s e d s u f f i c i e n t l y 



wi th the imp lementa t i on o f re fo rms o r i e n t e d toward imp ro v i n g t h e i r 

o p e r a t i o n s . As a r e s u l t o f the t o t a l urban re fo rm package , they 

are ab le to at l e a s t " h o l d t h e i r own" i n terms o f t o t a l annual s a l e s . 

As seen i n Tab le 1 3 . 9 , the l e v e l of wages and income gene r a t ed 

a n n u a l l y by the d i s t r i b u t i o n s e c t o r w i t h t h i s more i n c l u s i v e re form 

program a l s o shows a d i f f e r e n t p i c t u r e than the modern d i s c o u n t 

s upe rmarke t r e fo rm. To ta l annual wages and d i s t r i b u t e d p r o f i t s 

g e n e r a t e d i n the d i s t r i b u t i o n s e c t o r from a l l o u t l e t t ypes are o n l y 

Tab le 13.9 D i r e c t 
i n the 

Wages & D i s t r i b u t e d P r o f i t s Generated 
D i s t r i b u t i o n S e c t o r f o r Food S a l e s 

( i n m i l l i o n s o f d o l l a r s ) 

Wages and D i s t r i b u t e d 
P r o f i t s Generated I n : Time P e r i o d 

Tota l S e c t o r 1 2 3 4 5 

Base S i m u l a t i o n 30.0 31 .7 33 .6 35 .6 3 7 . 8 

Supermarket Reform 30.0 31 .4 32 .9 34 .5 36 .2 

To ta l Urban Reform 
Package 30.0 31 .7 33 .5 35 .4 37 .5 

Supe rmarke t s 1 2 3 4 5 

Base S i m u l a t i o n 1.9 2 .1 2 . 3 2 .6 2 .9 

Supermarket Reform 1 .9 2 .6 3 .4 4 . 3 5 . 3 

T o t a l Urban Reform 
Package 1.9 2 . 3 2 .9 3 .4 4. 

S t r e e t s & P u b l i c Ma r ke t s 1 2 3 4 5 

Base S i m u l a t i o n 8 . 8 9 . 3 9 .7 10.2 10.7 

Supe rmarke t Reform 8 . 8 8 . 8 8 .7 8 .6 8 .4 

To ta l Urban Reform 
Package 8 .8 9 .1 9 .4 9 .7 10. 

T r a d i t i o n a l N e i g h b o r -
hood S t o r e s 1 2 3 4 5 

Base S i m u l a t i o n 6.6 6 .9 7 .3 7.7 8. 

Supermarke t Reform 6 .6 6 .6 6 . 5 6 . 4 6 . 3 

To ta l Urban Reform 
Package 6.6 6 . 7 6 .9 7. 7 .1 

SOURCE: S i m u l a t i o n Runs " B a s e , " "Mods O n l y - I l l , " " T o t a l 
U r b a n - I l l " 



$300 ,000 below the expec ted wages under no r e f o r m s . T h i s i s i n 

s ha rp c o n t r a s t to the $1 .6 m i l l i o n d i f f e r e n c e i n annual wages 

under the modern d i s c o u n t supe rmarke t r e fo rm. A l s o , i n the a g g r e -

g a t e , t o t a l wages and d i s t r i b u t e d p r o f i t s f o r a l l f i v e y e a r s are 

on l y $ .6 m i l l i o n below base s i m u l a t i o n e x p e c t a t i o n s vs $3 .7 m i l l i o n 

below i n the modern d i s c o u n t r e t a i l r e fo rm. T h i s g a i n i n income 

a r i s e s l a r g e l y from the t r a d i t i o n a l r e t a i l e r s as t h e i r c o m p e t i t i v e 

a b i l i t y i n c r e a s e s . Income g e n e r a t e d by the modern o u t l e t s , w h i l e 

more than d o u b l i n g ove r the f i v e y e a r s , i s $1 .3 m i l l i o n below t h a t 

g ene r a t ed by the modern d i s c o u n t reform a l o n e . I n c o n t r a s t , the 

t r a d i t i o n a l o p e r a t o r s have a b s o l u t e i n c r e a s e s i n income at about 

the same l e v e l as the modern o u t l e t s because o f t h e i r i n c r e a s e d 

a b i l i t y to r e a c t to c o m p e t i t i o n and ho l d s a l e s t h a t would have 

been l o s t . Wages r i s e from $6.6 m i l l i o n to $7 .1 m i l l i o n and a g a i n 

are l e s s than one m i l l i o n below t h a t expec ted i f no re form program 

was implemented. 

C l e a r l y , the more i n c l u s i v e re fo rm program t h a t a i d s the 

t r a d i t i o n a l o p e r a t o r p roduces b e n e f i c i a l r e s u l t s to the modern 

o p e r a t o r s though not to the degree t h a t they might l i k e and i t 

does not c r ea te unemployment or reduce s a l e s o f the t r a d i t i o n a l 

o p e r a t o r s . Now i t i s i m p o r t a n t to compare t h i s b e n e f i t w i t h the 

changes i n i n c rementa l consumer rea l income from lower r e l a t i v e 

food p r i c e s gene ra ted to a l l f i n a l con sumer s . 

For the f i n a l consumer , the more i n c l u s i v e re form program 

p roduces even more p o s i t i v e r e s u l t s . I n c rementa l consumer r ea l 

income gene ra ted from lower p r i c e s t o t a l s $ 7 . 8 m i l l i o n ove r the 

f i v e y e a r s , compared to a lmost n o t h i n g i f no re fo rm i s implemented 

and compared to $5.2 m i l l i o n f o r the modern d i s c o u n t r e t a i l re fo rm 

a l o n g , as Tab le 13 .10 d e m o n s t r a t e s . 

The i n c r e a s e i n rea l consumer income d e r i v e s d i r e c t l y from 

the i n c r e a s e d a b i l i t y of the t r a d i t i o n a l r e t a i l e r s to r e a c t to 

the c o m p e t i t i o n o f the modern o u t l e t s . The consumer not o n l y 

b e n e f i t s from lower food p r i c e s because he s h i f t e d to modern o u t -

l e t s , but a l s o because the food p r i c e w i t h i n the t r a d i t i o n a l o u t -

l e t s i s l owered. 

U n t i l the f i f t h y e a r o f the s i m u l a t i o n , t o t a l annual consumer 

income i s above base s i m u l a t i o n e x p e c t a t i o n s . But by the l a s t y e a r 

the income produced by the r e f o r m ' s " c o n s t r u c t i o n e f f e c t " are de-

c l i n i n g and t o t a l annual consumer income f a l l s below the base s imu -

l a t i o n v a l u e . For the e n t i r e f i v e y e a r p e r i o d , however , t o t a l wages 

and d i s t r i b u t e d p r o f i t s s t i l l remain s i g n i f i c a n t l y h i g h e r than i n 

the base s i m u l a t i o n a s suming no re fo rm. An a d d i t i o n a l $1.5 m i l l i o n 



i n money income ove r base s i m u l a t i o n consumer income from a l l s e c -

t o r s r e s u l t s from t h i s re fo rm program. T h i s i s $3 .4 m i l l i o n more 

than income e x p e c t a t i o n s f o r the modern d i s c o u n t r e t a i l r e fo rm 

a l o n e . Consumer buy i n g power ove r the f i v e y e a r s i n c r e a s e s by 

$8.9 m i l l i o n ( the sum of i n c r e a s e s above the base s i m u l a t i o n i n 

wages and d i s t r i b u t e d p r o f i t s , $1 .5 m i l l i o n , and i n c rementa l con -

sumer rea l income from lower p r i c e s and s h i f t i n g s hopp i ng b e h a v i o r , 

$7 .4 m i l l i o n ) (Tab le 1 3 . 1 0 ) . 

Tab le 13.10 I nc rementa l 
Lower P r i c e s 

Consumer Real Income 
and S h i f t i n g Buy i ng 

Generated 
Behav i o r 

From 

( i n m i l l i o n s o f do l1 a r s ) 

Time Pe r i od 

S i m u l a t i on 1 2 3 4 5 Tota l 

1 . Base S i m u l a t i o n 0 .09 ,1 .1 .11 ,4 

2 . Modern Supermarket 
Reform 0 1 . 23 1 . ,27 1 .32 1 . .38 5. .2 

3 . To ta l Urban Reform 
Package 0 1 .87 1 . ,92 1 .97 2. .04 7. .8 

4 . Net A d d i t i o n s to 
Real Consumer 
Income 0 1 .78 1 . ,82 1.87 1. .93 7. .4 

5 . Changes i n Buy i ng 
Power 0 2 .4 2. .3 2 . 4 1 . .8 8. .9 

SOURCE: S i m u l a t i o n Runs " B a s e , " "Mods O n l y - I l l , " " T o t a l 
U r b a n - I l l " 

I n the a n a l y s i s o f i n c rementa l consumer rea l income e f f e c t s , 

the i n f l u e n c e on income d i s t r i b u t i o n i s i m p o r t a n t . Tab le s 13 .11 

and 13 .12 show t h a t 93% o f the rea l income gene r a t ed by the t o t a l 

urban program went to the midd le and lower income g r o u p s , w i t h 50% 

go i n g to the low income g r o u p s . The t a b l e s show t h a t the impact 

on t o t a l consumer income i s much g r e a t e r f o r the lower income 

g roups than f o r the h i g h e r g r o u p s . 

The l e v e l o f u n d i s t r i b u t e d p r o f i t s f a l l s by s l i g h t l y more 

than $ .5 m i l l i o n r e l a t i v e to the modern d i s c o u n t r e t a i l r e fo rm 

program because the modern o p e r a t o r s have a s m a l l e r s a l e s i n c r e a s e 

and the t r a d i t i o n a l r e t a i l e r s g e n e r a l l y use a l l o f t h e i r p r o f i t s 

as income, i . e . , a l l p r o f i t s are d i s t r i b u t e d . T h u s , the modern 



r e t a i l e r s cannot be expec ted to f i n a n c e as many of the re form 

c o s t s as they might i n the modern d i s c o u n t r e t a i l program a l o n e . 

Tab le 13.11 The Pe rcen tage Each Income C l a s s 
I n c rementa l Consumer Real Income 

Rece i ve s of the 
Generated 

Consumer Income CI a s s 

Very Hiqh H igh M idd l e Low Very Low 

Supermarket Reform 5 6 45 35 9 

To ta l Urban 
Package 

Reform 
3 4 44 37 12 

SOURCE: S i m u l a t i o n Runs "Mod O n l y - I l l " and " T o t a l U r b a n - I l l " 

Tab le 13. 12 Each Consumer T y p e ' s I nc rementa l Real Income 
as a Pe rcen t o f T h e i r Tota l Real Income 

Consumer Income CI ass 

Very High High M idd l e Low Very Low 

Supermarket Reform .1 .2 .4 .5 .8 

To ta l Urban 
Package 

Reform 
.1 .2 .6 .9 1.4 

SOURCE: S i m u l a t i o n Runs "Mod O n l y - I l l " and " T o t a l U r b a n - I l l " 

Ano the r p o s i t i v e f e a t u r e of the t o t a l urban reform program 

i s t h a t i m p o r t s , w h i l e r i s i n g ove r the f i v e y e a r p e r i o d , f e l l r e l a -

t i v e to what would have been expected i f no re fo rm program had been 

at tempted. Over the e n t i r e f i v e y e a r p e r i o d , the decrease i n im-

p o r t s r e l a t i v e to the base s i m u l a t i o n was $2.7 m i l l i o n . 

The cho i ce between the two re form programs i s not d i f f i c u l t 

to make. The t o t a l urban program g e n e r a t e s more consumer buy i ng 

power and money income, l ower s i m p o r t s , and does not cause major 

employment problems f o r the t r a d i t i o n a l r e t a i l e r s i n the d i s t r i b u -

t i o n s y s tem. 

The Tota l U rban -Ru ra l Reform Program - The t o t a l urban r e t a i l 

program has been demons t ra ted to have s i g n i f i c a n t p o s i t i v e e f f e c t s 

on the urban s e c t o r s , but l i t t l e o r no e f f e c t s on the r u r a l s e c t o r 

except f o r some i n c r e a s e s i n v e r t i c a l c o o r d i n a t i o n . The implementa-



t i o n o f the t o t a l urban programs i n comb ina t i on w i t h the r u r a l 

re fo rm program d e s i g n e d to s t i m u l a t e farm p r o d u c t i o n by s t a b i l i z -

i n g markets and i m p r o v i n g the d i s t r i b u t i o n o f key farm i n p u t s 

among r i c e and bean fa rmer s p roduces some i n t e r e s t i n g r e s u l t s . 

For the r u r a l r e f o rm, the sum o f r u r a l ou tpu t f o r the f i v e 

y e a r s i s $11.6 m i l l i o n more than the base s i m u l a t i o n e x p e c t a t i o n s . 

T h i s i n c r e a s e a r i s e s o n l y from bean and r i c e p r o d u c t i o n and i s 

s t e a d i l y i n c r e a s i n g ove r the f i v e y e a r s o f the s i m u l a t i o n (Tab le 

1 3 . 1 3 ) . The l e v e l o f farm i n p u t s o f s e e d s , f e r t i l i z e r and e q u i p -

ment grows and g e n e r a t e s i n c r e a s e d demand f o r those p r o d u c t s . 

T h i s demand can be p a r t i a l l y s u p p l i e d by the urban area o f R e c i f e . 

Tab le 13 .13 Rura l Food Output 

( i n m i l l i o n s o f d o l l a r s ) 

Time P e r i o d 

1 2 3 4 5 To t a l 

Base Run 
S imul a t i on 256 . 3 268 .9 282 .2 296 .2 310. ,7 

Rura l Reform 
Package 256 . 3 269. 283 .1 299 .4 318. ,1 

Di f f e r e n c e 
i n Output 0 .1 .9 3 .2 7. ,4 11.6 

SOURCE: S i m u l a t i o n Runs " B a s e " and " U r b a n - R u r a l I I " 

Added income gene r a t ed i n the r u r a l s e c t o r from r i c e and 

bean p r o d u c e r s and d i s t r i b u t o r s amounts to $8 .5 m i l l i o n ove r the 

f i v e y e a r p e r i o d , as shown i n Tab le 1 3 . 1 4 . I n c r e a s e s i n p r o d u c -

t i v i t y accounted f o r 60% of t h a t i n c r e a s e , w i th the rema inder 

be i ng gene ra ted by the i n f l u x o f i n v e s t m e n t funds from the i m p l e -

menta t i on o f the re form program which gene ra ted a " c o n s t r u c t i o n 

e f f e c t " i n the r u r a l a r e a , thus i n c r e a s i n g the demand f o r l a b o r , 

m a t e r i a l s , and equ ipment . 

I n the urban a r e a , the comb ina t i on o f the urban and r u r a l 

r e fo rm programs i n c r e a s e s the r e t u r n s to the consumer when com-

pared to the urban re fo rm program a l o n e . When the two programs 

are combined, wage and non-wage income gene ra ted i n the urban s e c -

t o r o ve r the f i v e y e a r p e r i o d i n c r e a s e d by $4 .5 m i l l i o n , o r $3 

m i l l i o n above the i n c r e a s e s i n income gene r a t ed by the urban r e -

form program a l o n e . Thu s , t o t a l consumer buy i n g power i n the urban 



area i s a lmos t $12 m i l l i o n over base s i m u l a t i o n e x p e c t a t i o n s . 

Th i s can be d i r e c t l y t r a c e d to the added impact o f the i n ve s tmen t 

funds on wages and the i n c r e a s e i n ou tpu t o f the farm i n p u t s 

i n d u s t r y i n R e c i f e i n r e spon se to the added demand p l a c e d on i t 

by the r u r a l s e c t o r . S m a l l e r i n c r e a s e s are a l s o p r e s e n t i n con -

sumer goods and p r o c e s s e d foods p r o d u c t i o n as the r u r a l demand 

f o r the se i tems i s expanded due to h i g h e r farm income. 

Tab le 13 .14 The To ta l I n c r e a s e i n Consumer Buy i ng Power 
Generated to Both the Urban and Rura l S e c t o r s 
by the Imp lementa t i on o f Each Reform Program 9 

( i n m i l l i o n s o f do l 1 a r s ) 

Time P e r i o d 

Reform Program 1 2 3 4 5 Tota l 

Supermarket 
Reform 0 1.1 .9 .7 .2 2 .9 

To ta l Urban 
Reform Package 0 2 .4 2 . 3 2 .4 1 .8 8 .9 

Rura l Reform 
Package 3 .5 1 .8 3.5 2 .4 8 .5 

To ta l Urban & 
Rura l Reform 
Packages .3 3 .2 4 .7 6 . 8 5 . 3 20 . 3 

I n Urban Area 
In Rura l Area 

0 
0 

2 .7 
.5 

2 .9 3 .3 
1 .8 3 .5 

2 .9 
2.4 

11 .8 
8 .5 

The t o t a l i n c r e a s e i n buy i n g power c o n s i s t s o f : i n c r e -
mental i n c r e a s e s i n r ea l income from lower p r i c e s and 
s h i f t i n g buy ing h a b i t s and i n c r e a s e s ( d e c r e a s e s ) i n wage, 
non-wage, and d i s t r i b u t e d b u s i n e s s p r o f i t s g e n e r a t e d to 
the f i n a l consumer from the s e c t o r s i n the economy. A l l 
f i g u r e s are r e l a t i v e i n c r e a s e s i n buy i n g power over the 
base s i m u l a t i o n , which assumes none o f t he se re form p r o -
grams . 

SOURCE: S i m u l a t i o n s " B a s e , " "Mods O n l y - I l l , " " T o t a l Urban-
I l l , " and " U r b a n - R u r a l - I I " 

I n the t o t a l urban and r u r a l re fo rm s i m u l a t i o n , the l e v e l 

o f annual impo r t s by the urban d i s t r i b u t i o n s e c t o r drops even 

lower than w i th the urban re form program a lone (Tab le 1 3 . 1 5 ) . 

The e f f e c t of imp lement ing both r u r a l and urban re fo rms i s to 

reduce annual impor t s by $2 .3 m i l l i o n ove r the f i v e y e a r s , com-

pared to the urban re fo rm a l o n e , and by $5 m i l l i o n ove r the base 

s i m u l a t i o n e x p e c t a t i o n s w i t h no re fo rm be ing implemented. 



Table 13 .15 Value o f Impor t s o f Food and Consumer 
Goods i n t o the Urban D i s t r i b u t i o n S e c t o r 

( i n m i l l i o n s of d o l l a r s ) 

Time Pe r i od 

_J 2 3 4 5 

Base S i m u l a t i o n Run 36. 4 3 8 . 8 41 . 2 43 .9 47. 

Supermarket s 36. 4 39 .4 42 .5 45 .7 49 .2 

To ta l Urban Reform 
Package 36. 4 38 .5 40 .8 43 .2 45 .7 

Tota l Urban Reform 
Package and the 
Rural Reform Package 36. 4 38 .3 40 .2 42.6 44 .8 

SOURCE: S i m u l a t i o n Runs: " B a s e , " "Mods O n l y - I l l , " "U rban 
T o t a l - I l l , " and " U r b a n - R u r a l - 1 1 " 

The Impact of the Exogenous I n ve s tmen t Funds - The e f f e c t on 

wage and non-wage income i n the urban and r u r a l a reas caused by 

the " c o n s t r u c t i o n e f f e c t " o f i n v e s t i n g $13 m i l l i o n i n re fo rm p r o -

grams has been o u t l i n e d . Th i s i n ve s tmen t causes an i n c r e a s e i n 

wages i n the f i r s t y e a r s of the re form but by the f o u r t h and f i f t h 

y e a r s the e f f e c t t ape r s o f f . I n so d o i n g , the i n v e s t m e n t s a,re ab le 

to o f f s e t lower wages gene ra ted i n o t h e r a reas i n the e a r l y y e a r s 

or augment income i n c r e a s e s i n o t h e r s e c t o r s . 

B e s i d e s add ing income, these i n ve s tmen t funds c r e a t e d demand 

f o r c o n s t r u c t i o n m a t e r i a l s and c a p i t a l equ ipment. Due to the con-

t i n u e d lack of s u p p l y i n the R e c i f e a r e a , a s i g n i f i c a n t p o r t i o n o f 

the demand i s f u n n e l e d to the S o u t h / i m p o r t s e c t o r . Thu s , some o f 

the p o t e n t i a l b e n e f i t s o f the re form o p t i o n s w i t h i n the r e g i o n are 

l o s t . 

A Summary Compar i son o f the Three Reform Programs 

The impor tance o f b u i l d i n g a ba l anced re fo rm program i s very 

appa ren t w i th the c a r e f u l a n a l y s i s o f these r e s u l t s . S u c c e s s i v e l y 

more i n c l u s i v e programs produced g r e a t e r economic b e n e f i t s i n the 

form of i n c r e a s e d wage and non-wage income, h i g h e r consumer buy i n g 

power, and reduced i m p o r t s . F u r t h e r , there seemed to be l e s s nega -

t i v e e f f e c t s caused by m o d e r n i z a t i o n when the t r a d i t i o n a l r e t a i l e r s 

were g i v en the o p p o r t u n i t y to improve t h e i r c o m p e t i t i v e a b i l i t y w i th 

the modern o p e r a t o r s " l e a d i n g the way . " Tab le 13 .14 demons t ra te s 

the compound e f f e c t s which c ou l d be g a i n e d th rough reform programs 



i n t e r r e l a t i n g the urban and r u r a l s e c t o r s . The t o t a l a d d i t i o n s to 

consumer buy i ng power gene r a t ed by the r u r a l and urban r e f o r m s , i f 

implemented s e p a r a t e l y , sum to $17.4 m i l l i o n , but when combined, 

the t o t a l i n c r e a s e i n rea l income amounts to $20 .3 m i l l i o n ove r the 

income gene ra ted i n the base s i m u l a t i o n . 

The s i m u l a t i o n model has been ab le to p r e s e n t i n f o r m a t i o n 

which might not o t h e r w i s e have been a v a i l a b l e . The f a c t t h a t w i t h 

the t o t a l urban r e t a i l p rog ram, which i n c l u d e d a major program f o r 

i n c r e a s i n g the impor tance o f modern d i s c o u n t s upe rmarke t s i n the 

urban s e c t o r , the annual wages to the t r a d i t i o n a l o p e r a t o r s s t i l l 

i n c r e a s e d over the c u r r e n t l e v e l i s i m p o r t a n t i n f o r m a t i o n f o r the 

p l a n n e r ( see Tab le 1 3 . 9 ) . The c o n c e n t r a t i o n o f i n c r emen ta l r ea l 

income from lower r e l a t i v e p r i c e s gene ra ted i n the midd le and lower 

income g roups not o n l y he l p s the low and midd le income consumer, 

but by t h i s s l i g h t r e d i s t r i b u t i o n o f income, i t f r e e s some s a v i n g s 

n o r m a l l y h e l d by h i gh income consumers to be s pen t on food and 

consumer goods which would f u r t h e r i n c r e a s e a gg rega te demand ( see 

Tab le 1 3 . 1 2 ) . One impo r t an t n e g a t i v e e f f e c t of the modern d i s c o u n t 

re form when implemented a lone was the i n c r e a s e i n impo r t s above 

those expec ted w i t h o u t a r e fo rm. Table 13 .15 shows tha t on l y i n 

t h a t re fo rm were impor t s h i g h e r than i n the n o - r e f o r m s i t u a t i o n . 

Many o t he r p o i n t s c ou l d be o u t l i n e d and much f u r t h e r i n f o r m a t i o n 

c o u l d be g a i n e d from a c a r e f u l a n a l y s i s o f the d e t a i l e d economic 

data gene ra ted by the s i m u l a t i o n p r i n t o u t s ( see Append ix B f o r 

examples o f the type of economic i n f o r m a t i o n which the p r i n t o u t 

o f the s i m u l a t i o n g e n e r a t e s ) but the a b i l i t y of the model to a s -

s e s s the i n te rdependence o f re fo rm programs w i t h i n a l a r g e sy s tem 

and a t the same time ana l y ze t h e i r impact i n a s e c t o r and w i t h i n 

t ypes d e f i n e d w i t h i n a s e c t o r has been demons t ra ted . 

One Measure o f S o c i a l Return on I n v e s t m e n t : A Buy ing Power 

I ndex - The economic b e n e f i t s g ene r a t ed by these i l l u s t r a t i v e r e -

forms must be compared to the c o s t s o f imp lement ing those r e f o r m s . 

E a r l i e r i n t h i s s e c t i o n i t was s t a t e d t ha t the s u c c e s s i v e l y more 

i n c l u s i v e (and more c o s t l y ) programs produced g r e a t e r economic 

b e n e f i t s ; b u t , f rom an economic s t a n d p o i n t , o n l y i f the b e n e f i t s 

are r e l a t i v e l y g r e a t e r than the i n c r e a s e i n i n v e s t m e n t can they 

be j u s t i f i e d . One means to a c comp l i s h t h i s i s to c o n t r a s t the 

e x p l i c i t i n v e s t m e n t c o s t o ve r the f i v e y e a r p e r i o d w i t h the i n -

c r ea se i n consumer buy i ng power gene ra ted from lower p r i c e s , 

s h i f t i n g buy i n g b e h a v i o r , and i n c r e a s e s i n wage and non-wage i n -

come. Th i s c ou l d be c o n s i d e r e d one o f the measures o f " s o c i a l 



r e t u r n " on the i n v e s t m e n t i n the re form p rog rams . The f i n a n c i a l 

d e f i n i t i o n o f " r a t e o f r e t u r n " can be a l t e r e d here by d e v e l o p i n g 

t h a t r a te o f r e t u r n which " d i s c o u n t s " to zero the c o s t s o f the 

i n v e s t m e n t r e l a t i v e to r e t u r n s i n i n c r e a s e d b u y i n g power, t a k i n g 

the t i m i n g o f c o s t s and b e n e f i t s i n t o c o n s i d e r a t i o n . E s s e n t i a l l y , 

i t de te rmines t h a t r a te o f r e t u r n on i n ve s tmen t which i s g ene r a t ed 

i n the form o f added consumer rea l income to the s o c i e t y o ve r what 

c o u l d have been expected i f the re fo rms were not implemented. 

Tab le 13 .16 summarizes the l e v e l and time commitment o f the 

i n v e s t m e n t funds e s t i m a t e d f o r a l l t h ree re form p rog rams . I t i s 

q u i t e p o s s i b l e t h a t , w h i l e the t o t a l u r b a n - r u r a l re fo rm program 

Tab le 13. 16 Es t i mated 
Commi t t e d 

Level o f 
f o r the 

I n ve s tmen t Funds 
Reform Programs 

< [ in m i l l i o n s o f d o l l a r s ) 

Time P e r i o d 

Reform Program 1 2 3 4 5 To ta l 

Supermarket 
Reform 1. ,1 2 .5 0 0 3 .6 

Tota l Urban 
Reform 2. .1 3. 75 .75 0 .1 0 6 . 7 

Rura l Reform 
Package .75 1 .5 2. 1.5 .55 6 . 3 

Tota l Urban & 
Rura l Reform 
Packages 2. .85 5 .25 2 .75 1.6 .55 13.00 

SOURCE: Pages 13 -10 to 13-14 o f t h i s c h a p t e r . 

2 
Many o t h e r " s o c i a l r a t e s o f r e t u r n " c ou l d be c o n s i d e r e d 

he re . Because o f the genera l c o n c e n t r a t i o n on consumer b e n e f i t s 
i n t h i s a n a l y s i s o f the re form p rog r ams , the "consumer buy i ng 
power i n d e x " i s d e f i n e d as an i l l u s t r a t i o n o f a gene ra l s y s tem 
per fo rmance i n d i c a t o r . Perhaps the most l o g i c a l o t h e r " s o c i a l 
r a te o f r e t u r n " which c o u l d have been p r e s e n t e d would be a com-
p a r i s o n ove r time o f the i n ve s tmen t funds committed and the t o t a l 
net i n c r emen ta l a d d i t i o n s to " v a l u e added" i n each s e c t o r i n the 
economic s y s tem. The s t r u c t u r e o f the a n a l y s i s would be i d e n t i -
c a l , but u n d i s t r i b u t e d b u s i n e s s p r o f i t s and changes i n tax pay -
ments by b u s i n e s s at a l l l e v e l s i n the economy would be added to 
p r e s e n t a d d i t i o n s i n " b u y i n g power" to more a c c u r a t e l y r e f l e c t 
t rue " v a l u e added. " 



i s expec ted to produce the most b e n e f i t s , the imp lementa t i on c o s t s 

would be h i g h enough to r e s u l t i n a lower r a te o f r e t u r n i n con -

sumer b e n e f i t s than f o r one of the l e s s i n c l u s i v e p rog rams . T h u s , 

the se c o s t s must be compared w i t h t o t a l i n c rementa l rea l income 

gene ra ted over the same time p e r i o d s f o r the t h ree re form p rog rams . 

Tab le 13 .14 summarized the rea l income b e n e f i t s . By s u b t r a c t i n g 

the i n v e s t m e n t c o s t s from the income o r buy i n g power b e n e f i t s , as 

seen i n Tab le 1 3 . 1 7 , the net va l ue o f b e n e f i t s f o r each reform 

program i s determined f o r the f i v e y e a r p e r i o d . 

Table 13. .17 The Net Value o f the D i f f e r e n c e 
between the Real Income Generated 
and the I n ve s tmen t Funds Committed 

( i n m i l l i o n s o f d o l 1 a r s ) 

Time Pe r i od 

Reform Program 1 2 3 4 5 To ta l 

Supermarket 
Reform - 1 . 1 - . 9 .4 .7 .2 - . 7 

To ta l Urban 
Reform - 2 . 1 - 1 . 3 5 1 .55 2 .3 1 . 8 2 .2 

Rura l Reform 
Package - . 4 5 - 1 . .2 2. 1 .85 2 . 2 

To ta l Urban & 
Rura l Reform 
Package - 2 . 5 5 - 2 . 0 5 1 .95 5 .2 4 . 75 7 . 3 

SOURCE: Table 13.4 minus Table 13 .16 

Tab le 13 .18 summarizes the r e s u l t s o f those computa t ions i n 

d e t e r m i n i n g the " b u y i n g power i n d e x . " As i n most o f the o t h e r 

per fo rmance measures which have been chosen i n the compara t i ve 

a n a l y s i s o f these r e f o r m s , when the added consumer buy i n g power 

i s compared to i n ve s tmen t c o s t s and the d i s c o u n t e d r a te o f r e t u r n 

computed, the more i n c l u s i v e and ba l anced comb ina t i on o f the urban 

and the r u r a l re fo rm programs r e s u l t s i n a s i g n i f i c a n t l y h i g h e r 

r a te than any o f the o t h e r s . 

The r e t u r n s i n t o t a l i n c rementa l r ea l income do not s t op i n 

the f i f t h y e a r ; they w i l l c o n t i n u e at a somewhat lower r a t e . T h i s 

w i l l f u r t h e r i n c r e a s e the r a te o f r e t u r n which c ou l d be expected 

from the re fo rm p rog rams . For example, i f i t i s assumed t ha t the 

t o t a l urban and r u r a l re fo rm program c o n t i n u e d to gene ra te a d d i t i o n s 



to rea l income at a much lower r a t e of $3 m i l l i o n per y e a r f o r 

ano the r f i v e y e a r s , the r a te of r e t u r n would i n c r e a s e to over 

50%. The o t he r re forms would show s i m i l a r g a i n s i n r e t u r n . 

Tab le 13 .18 Consumer Buy ing Power I n d e x a 

Urban Supermarket 
Nega t i v e Return Reform Program Nega t i v e Return 

To ta l Urban Market 
22% Reform Package 22% 

Rura l Reform Package 27% 

The To ta l Urban & 
40% Rura l Reform Packages 40% 

aThe e s t i m a t e d annual r a t e o f r e t u r n on the committed 
i n ve s tmen t funds r e l a t i v e to a d d i t i o n s i n consumer buy ing 
power (added rea l income ove r base s i m u l a t i o n ) g ene ra ted 
by the re forms f o r a f i v e y e a r p e r i o d . 

C o n c l u s i o n s Drawn from the S i m u l a t i o n A n a l y s i s - The R e c i f e 

S y s t ems Model has shown i t s e l f capab le o f a n a l y z i n g a l t e r n a t i v e 

re fo rm o p t i o n s . The r e s u l t s , w h i l e p r e s e n t e d i l l u s t r a t i v e l y , 

demonst ra te t h a t a gene ra l s y s tems model , u t i l i z i n g the t e chn i que 

of computer s i m u l a t i o n , does have the a b i l i t y to ana l y ze the im-

pac t of re fo rm programs i n a way t h a t f o cu se s on the i n t e r a c t i o n 

e f f e c t s between the s e c t o r s i n the economy. At the same t ime, 

the model i s d i s a g g r e g a t e d s u f f i c i e n t l y to pe rmi t a n a l y s i s o f the 

e f f e c t o f a re fo rm w i t h i n s e c t o r s and s u b - s e c t o r s . Th i s i s v i t a l -

l y impo r t an t to the development p l a n n e r . Though not p r e s e n t e d 

h e r e , the d e t a i l e d economic i n f o r m a t i o n which accompanies the r e -

s u l t s o f a l l s i m u l a t i o n s f u r t h e r r e f i n e s the knowledge o f the 

s y s t em which the development p l a n n e r can o b t a i n ( see Append ix B 

f o r some e x a m p l e s ) . 

With a l l i t s a s s e t s , the model s h o u l d not be used as the 

on l y dev i ce f o r e v a l u a t i n g the d e s i r a b i l i t y o f a reform program. 

The non-economic c o n s i d e r a t i o n must be i n c l u d e d ( though knowledge 

o f economic consequences can o f t en g i v e i n s i g h t i n t o the non-

economic i m p l i c a t i o n s o f c hange ) . The i n t u i t i o n and e x p e r i e n c e 

o f the p l a n n e r s h o u l d be b rough t to bear on the r e s u l t s of the 

s i m u l a t i o n to determine t h e i r " r e a s o n a b l e n e s s " r e l a t i v e to the 

economic , s o c i a l and p o l i t i c a l s y s tem under a n a l y s i s . F u r t h e r , 

w h i l e a gene ra l s y s tems model can be a powerfu l p l a n n i n g t o o l , 



i t can a l s o be a way to " p r o v e " a p o l i t i c a l l y m o t i v a t e d o b j e c t i v e . 

The a n a l y s i s t h a t can be under taken by a gene ra l s y s tems model can 

be e x t r a o r d i n a r i l y complex and thus sometimes appear d a z z l i n g . 

The r e s u l t s , however, are no more a c cu ra te than the a s s u m p t i o n s . 

The a n a l y s i s r e s u l t s are determined by the data i n p u t s , and assume 

r e l a t i o n s h i p s which are e x p l i c i t but not n e c e s s a r i l y a c c u r a t e . 

Perhaps the most p r e c a r i o u s a s s umpt i on s l i e i n the area i n which 

the p o l i c y v a r i a b l e s are l i n k e d to the key economic v a r i a b l e s i n 

the s y s tem at the d i s c r e t i o n of the p l a n n e r ( f o r example, the im-

pac t o f c r e d i t on the r a te o f f e r t i l i z e r u t i l i z a t i o n ) . 

The v i r t u e o f a gene ra l s y s tems model i s the f l e x i b i l i t y o f 

the model to p r o v i d e a b a s i s f o r a n a l y s i s . The o b j e c t i v e s of the 

a n a l y s i s must be those of the d e c i s i o n - m a k e r s who are a t t empt i ng 

to u t i l i z e t h i s r e s e a r c h t oo l to e v a l u a t e the very complex i n t e r -

a c t i o n s and consequences o f i n d i v i d u a l l y e x p l i c i t and, i n deed , 

i n d i v i d u a l l y s imp l e r e l a t i o n s h i p s . 

The re form programs t ha t are t e s t e d here a r e , i n f a c t , based 

on the c o n c l u s i o n s drawn by the MSU/SUDENE marke t i ng r e s e a r c h team. 

Other development r equ i r ement s and g o a l s ( f o r example, h e a l t h and 

e d u c a t i o n a l g o a l s ) are not e x p l i c i t l y i n c l u d e d i n t h i s d e s i g n . 

Developmenta l e x p e r t s more concerned w i t h o the r development g o a l s 

might seek to change the model v a r i a b l e s to e v a l u a t e o t he r a p p r o a c h -

es to programming deve lopment. 

We hope t h a t we are convey i ng t h a t a sy s tems model can be an 

eno rmous l y u s e f u l and powerfu l a n a l y t i c a l dev i ce capab le o f a r i t h -

met i c t a s k s th rough computer s i m u l a t i o n t h a t would o t h e r w i s e be 

e x t r a o r d i n a r i l y d i f f i c u l t . The impo r t an t g a i n from a gene ra l s y s -

tems approach to e x a m i n a t i o n o f a s o c i a l p r o c e s s such as the mar-

k e t i n g p r o c e s s e s o f R e c i f e i s i n the o r d e r l i n e s s o f the approach . 

Major a s s umpt i on s must be made e x p l i c i t i n the model ; hence, d i f -

f e r e n c e s i n the o p i n i o n s o f impo r t an t d e c i s i o n - m a k e r s can be more 

f u l l y i d e n t i f i e d and e v a l u a t e d . I t i s i n t h i s sense t h a t we 

e a r l i e r r e f e r r e d to the gene ra l sy s tems model as a b a s i s f o r forum 

d i s c u s s i o n s among d e c i s i o n - m a k e r s . 

The emphas i s i n t h i s l a s t chap te r s h o u l d t r u l y be a f u l l con -

s i d e r a t i o n o f the f a c t o r s i n v o l v e d i n programming ma rke t i n g d e v e l -

opment. We have i n t h i s c e n t r a l s e c t i o n o f the chap te r g i v e n g r e a t 

emphas i s to the p o s s i b l e a p p l i c a t i o n s of the genera l s y s tems model 

to e v a l u a t e the re fo rms o u t l i n e d i n Chapter 12. We have p l a ced 

t h i s emphas i s on the model s i m u l a t i o n s not merely because i t i s a 

novel t oo l o f a n a l y s i s f o r a s s e s s i n g the b e n e f i t s and c o s t s a s s o -

c i a t e d w i th s p e c i f i c r e f o r m s , but because i t pe rm i t s a f u l l e r 



a n a l y s i s o f a p r o c e s s o f c h a n g e . A c r u c i a l q u e s t i o n was r a i s e d a t 

the o u t s e t o f t h i s s e r i e s o f ma rke t p r o c e s s i n v e s t i g a t i o n s c o n c e r n -

i n g the p r o b a b l e employment e f f e c t s o f m a r k e t i n g r e f o r m s . The com-

p l e x and i n t e r d e p e n d e n t change s t h a t o c c u r when ma rke t p r o c e s s e s 

a re m o d i f i e d demand the k i n d o f s y s t e m a t i c a p p r a i s a l t h a t has been 

d e m o n s t r a t e d to be p r a c t i c a l i n t h i s s e r i e s o f s t u d i e s . Y e t , b e -

cau se o f the c o m p l e x i t y o f the i s s u e s and the p o l i t i c a l s i g n i f i c a n c e 

o f income r e d i s t r i b u t i o n t h a t i s o c c a s i o n e d by m a r k e t i n g r e f o r m s , 

an o r d e r l y fo rum f o r d i s c u s s i o n o f the c o n s e q u e n c e s o f d i f f e r i n g 

a s s u m p t i o n s abou t t he r e l a t i o n s h i p s between r e f o r m a c t i o n s and 

deve l opment c o n s e q u e n c e s s u g g e s t s the m e r i t o f a g e n e r a l s y s t e m s 

a p p r o a c h . 

The Ro le o f M a r k e t i n g P r o c e s s 
Reform i n Deve lopment 

M a r k e t p r o c e s s e s a re d e e p l y imbedded i n many f a c e t s o f a com-

m u n i t y ' s t o t a l a c t i v i t i e s . T h u s , an i n t e g r a t e d deve l opmen t app r oach 

a p p e a r s w a r r a n t e d . Deve lopment e f f o r t s o f the p a s t appea r to have 

o v e r s t r e s s e d p r o d u c t i o n p r ob l ems o f d e v e l o p m e n t , somet imes a t the 

e xpen se o f s o l v i n g the v a r i o u s marke t c o o r d i n a t i o n p r o b l e m s o f the 

commun i ty . T h i s seems to be c o r r e c t i n g i t s e l f to some e x t e n t . I t 

a l s o appea red t h a t a more u s e f u l c o n c e p t u a l i z a t i o n o f n a t i o n a l mar -

ke t deve l opmen t i s eme rg i n g wh i ch p o i n t s up the need f o r new s o c i a l 

and q u a n t i t a t i v e r e s e a r c h s k i l l s to deal w i t h m a r k e t i n g r e f o r m s . 

I n t h i s A I D - s p o n s o r e d r e s e a r c h p r o j e c t , an i n t e r d i s c i p l i n a r y 

team has made some p r o g r e s s i n bo th the c o n c e p t u a l and e m p i r i c a l 

a s p e c t s o f the p r o b l e m . There i s a g r o w i n g r e c o g n i t i o n t h a t a s y s -

tems app r oach u t i l i z i n g compute r s to a s s i s t i n s i m u l a t i n g complex 

p r o c e s s e s may be needed to a p p r a i s e the c o s t s and b e n e f i t s o f a l t e r -

n a t i v e deve l opmen t s t r a t e g i e s . 

The q u e s t i o n o f how to p r o c e e d becomes i m p o r t a n t , f o r t h e r e 

i s as y e t no s u s t a i n i n g t r a d i t i o n to imp lement n a t i o n a l m a r k e t p r o -

c e s s d e v e l o p m e n t . I n t e r n a l n a t i o n a l ma rke t p r o c e s s e s s e e m i n g l y 

need to be i n s t i t u t i o n a l i z e d . The t y p i c a l f o r m u l a t i o n o f g o v e r n -

ment s t r u c t u r e r e p r e s e n t s s e c t o r s o f t he e c o n o m y - - a g r i c u l t u r e , i n -

d u s t r y , f i n a n c e , e t c . Y e t , what seems to be needed i s an i n t e g r a -

t i v e a p p r o a c h . The c r i t i c a l p r ob l em i s how to u t i l i z e gove rnmen t 

r e s o u r c e s to f o s t e r the a p p r o p r i a t e p r i v a t e s e c t o r g r o w t h . Here a 

page f rom the e x p e r i e n c e o f P u e r t o R i c o m i g h t be h e l p f u l . D u r i n g 

the p e r i o d o f r a p i d change i n P u e r t o R i c o ' s e conomic d e v e l o p m e n t , 

a s e r i e s o f a g e n c i e s " f o m e n t e d " c hange . O b s e r v a t i o n s ex post s u g -



g e s t a p a t t e r n which might be i n s t a l l e d as a c o n t i n u i n g t a s k -

o r i e n t e d p rog ram; perhaps such a p rog rammat ic approach would be 

u s e f u l f o r the SUDENE o r g a n i z a t i o n i n N o r t h e a s t B r a z i l . 

A s u g g e s t e d f o u r - s t e p program can be d e s c r i b e d as f o l l o w s : 

1. I d e n t i f y market development needs o r o p p o r t u n i t i e s 
by s u s t a i n e d d i a g n o s t i c r e s e a r c h i n t o market p r o -
c e s s e s i n o r d e r to i d e n t i f y b a r r i e r s to e f f e c t i v e 
market c o o r d i n a t i o n , and to s p e c i f y re forms tha t 
would reduce or remove the se b a r r i e r s . Such a r e -
s e a r c h c a p a b i l i t y r e p r e s e n t s an e x t e n s i o n o f the 
k i n d o f r e s e a r c h and a n a l y t i c a l a c t i v i t y c a r r i e d 
f o rwa rd by the SUDENE/MSU ma r ke t i n g r e s e a r c h team 
t h i s p a s t y e a r . 

2. The c o s t s and b e n e f i t s a t t r i b u t a b l e to the new or 
c o n t i n u e d ma r ke t i n g i n s t i t u t i o n re fo rms s h o u l d be 
e v a l u a t e d . A s i m u l a t i o n model can be a u s e f u l too l 
to f a c i l i t a t e the d e c i s i o n p r o c e s s o f government 
and f i n a n c i a l development o f f i c e r s o f SUDENE. A 
compute r -ba sed s i m u l a t i o n model can be c o n t i n u a l l y 
improved by i n j e c t i n g improved e s t i m a t e s o f p a r a -
meters i n t o the model as a r e s u l t of the c o n t i n u i n g 
r e s e a r c h . The model can s e r v e as a forum f o r e v a l -
u a t i o n o f a l t e r n a t i v e s t r a t e g i e s f o r deve lopment 
and f o r the c o n s i d e r a t i o n o f the p r o b a b l y consequences 
o f v a r i o u s development schemes. 

3. For tho se development p r o j e c t s t h a t have been f i r s t , 
i d e n t i f i e d by the ma r ke t i n g r e s e a r c h and s e c o n d , 
e v a l u a t e d by the r e s e a r c h t e c h n i q u e s , an a s s e s smen t 
needs to be made to determine which o f the programs 
m e r i t i n v e s t m e n t and p r omot i on . T h i s e x e c u t i v e f u n c -
t i o n o f i d e n t i f y i n g development programs o f m e r i t 
w i l l c a l l f o r a d i f f e r e n t s e t o f s k i l l s i n o r d e r to 
promote the p a r t i c i p a t i o n o f p o t e n t i a l l y i n t e r e s t e d 
i n v e s t o r s and e n t r e p r e n e u r s . The s e t o f s k i l l s needed 
here r e q u i r e s c a p a c i t i e s f o r pe r s onne l e v a l u a t i o n and 
p romot ion t h a t are not u s u a l l y p a r t o f the make-up of 
the m a r k e t i n g r e s e a r c h e r or the s y s tems a n a l y s t . 
C r e a t i v e bank i ng o f f i c e r s w i l l be needed to a s s i s t i n 
i d e n t i f y i n g a p p o r t u n i t i e s and p u t t i n g f o r t h the app ro -
p r i a t e p romot i ona l e f f o r t s to s e c u r e e n t r e p r e n e u r i a l 
p a r t i c i p a t i on . 

4. F i n a l l y , i f the program i s l a u n c h e d , t e c h n i c a l a s s i s -
tance and s u p e r v i s e d c r e d i t can be i m p o r t a n t t o o l s 
to f o s t e r the development g o a l s , to en su re t h a t o p e r -
a t o r s who have accepted gu idance and f i n a n c i a l s u p p o r t 
from the development a g e n c i e s f o l l o w the d e s i r e d r u l e s 
o f b u s i n e s s o p e r a t i o n . I t i s u s e f u l to bear i n mind 
t h a t some ma rke t i n g i n s t i t u t i o n s may need to be " r e -
t i r e d " - - a n d the use o f deve lopment funds to " r e t i r e " 
i n e f f i c i e n t i n s t i t u t i o n s may be cheaper and f a s t e r 
than p o l i t i c a l t e c h n i q u e s . 

Thu s , i t i s ou r s u g g e s t i o n t h a t the SUDENE o r g a n i z a t i o n con -

s i d e r a t a s k - o r i e n t e d group approach which may cut a c r o s s the p r e -

s en t depar tmenta l l i n e s to draw t o g e t h e r r e s e a r c h teams i n t e r e s t e d 



i n s u s t a i n i n g r e s e a r c h not o n l y i n the a g r i c u l t u r a l s e c t o r , but i n 

the i n d u s t r i a l a rea s as w e l l . A s y s tems s i m u l a t i o n team c o u l d be 

an impor tan t p a r t o f t h i s r e s e a r c h and e v a l u a t i o n g roup . I t i s 

a l s o impo r tan t t h a t SUDENE coopera te c l o s e l y w i th bank ing i n s t i t u -

t i o n s to c rea te a foment ing and p romot i ona l agency to i d e n t i f y and 

f o s t e r p r i v a t e s e c t o r e n t r e p r e n e u r i a l p a r t i c i p a t i o n i n h i g h p r i o r -

i t y development programs i n v o l v i n g ma r ke t i n g p r o c e s s e s . S u p e r v i s e d 

c r e d i t can be one o f the most e f f e c t i v e t e c h n i q u e s f o r i n j e c t i n g 

the a p p r o p r i a t e t e c h n i c a l a s s i s t a n c e needed to en su re s u c c e s s f u l 

pe r fo rmance. 

Much o f the work t h a t i s r e p o r t e d i n t h i s e x t e n s i v e s t udy 

w i l l not need to be d u p l i c a t e d i n the f u t u r e . However, some e l e -

ments o f the r e s e a r c h have exposed a reas o f c o n t i n u i n g need f o r 

ma r ke t i n g s t u d i e s . P e r i o d i c measurement o f consumer b e h a v i o r , 

p a r t i c u l a r l y the d i f f e r e n c e s i n consumpt ion and s hopp i n g p ropen -

s i t i e s among d i f f e r e n t income l e v e l s both i n the urban and r u r a l 

a r e a s , m e r i t s c o n s i d e r a t i o n . P e r i o d i c s t u d i e s i n depth of the 

e x p e c t a t i o n s and a t t i t u d e s toward change o f t r a d i t i o n a l and modern 

r e t a i l o p e r a t o r s a l s o m e r i t r e v i ew. A c o n t i n u o u s m o n i t o r i n g o f 

the rea l p r i c e s f o r c r i t i c a l consumer i tems i n d i f f e r e n t k i n d s of 

o u t l e t s i s s u g g e s t e d a l s o . S t u d i e s then o f farm i n p u t ma rke t i n g 

channe l s as we l l as farm p r oduc t ma r ke t i n g channe l s de se rve p e r i -

o d i c r e a p p r a i s a l . Through t he se p e r i o d i c s t u d i e s , the r e s e a r c h 

and a d v i s o r y group i n SUDENE w i l l be ab le to i d e n t i f y o p p o r t u n i t i e s 

f o r r e fo rm. I n a d d i t i o n to those i d e n t i f i e d by the a n a l y t i c a l 

approaches o f the r e s e a r c h e r s , there w i l l ve ry l i k e l y be many r e -

form o p t i o n s i d e n t i f i e d by p o l i t i c a l and b u r e a u c r a t i c o f f i c i a l s o f 

the government. These s u g g e s t i o n s can be e v a l u a t e d by s i m u l a t i o n 

t e chn i que s deve loped a l ong w i th the re form o p t i o n s d e r i v e d by the 

r e s e a r c h teams. One must be aware, o f c o u r s e , t h a t model s i m u l a -

t i o n s , as t o o l s o f a n a l y s i s , can be used to e v a l u a t e o p t i o n s , but 

c ou l d a l s o be e x p l o i t e d to prove a p o i n t i n the hands o f u n s k i l l e d 

o r u n s c r u p u l o u s peop l e . T h u s , the model " f o r um " s h o u l d be a very 

open a n a l y t i c a l d i s c u s s i o n o f the consequences o f v a r i o u s o p t i o n s . 

Recent o r g a n i z a t i o n a l r e l a t i o n s h i p s e x i s t i n N o r t h e a s t B r a z i l 

w h i c h , i f f o s t e r e d , cou ld g r e a t l y improve the e f f e c t i v e n e s s o f mar-

k e t i n g development a c t i v i t i e s . Coope r a t i o n among l o c a l and s t a t e 

a g e n c i e s as we l l as w i th the Bank of the N o r t h e a s t and the Bank of 

B r a z i l can p r o v i d e adequate means f o r s u p e r v i s e d c r e d i t to c a r r y 

f o rward market re form and development a c t i v i t i e s . I t i s our hope 

t h a t market p r o c e s s reforms w i l l take t h e i r p l a ce a long w i th o t h e r 

c r i t i c a l e lements i n the e n t i r e deve lopmenta l programs o f a reas 



such as N o r t h e a s t B r a z i l . However, ma r ke t i n g i s but one a s p e c t of 

the t o t a l p r o c e s s o f deve lopment. Perhaps as a r e s u l t of t he se 

s t u d i e s , a more ba l anced program of i n t e r n a l market p r o c e s s i n t e -

g r a t i o n can be i n c o r p o r a t e d i n t o development p l a n n i n g . 

Imp lementa t i on o f M a r k e t i n g Reforms 

The SUDENE/MSU ma r ke t i n g s t u d y has a c comp l i s hed i t s s t a t e d 

and ag reed -upon o b j e c t i v e s . The r o l e o f ma rke t i n g i n the d e v e l o p -

ment o f an i m p o r t a n t area o f the N o r t h e a s t has been d e s c r i b e d ; a 

s e t o f b a s i c ma r ke t i n g re fo rms has been recommended. A s y s tem 

s i m u l a t i o n model was c o n s t r u c t e d and used to demonst ra te the e v a l -

u a t i o n o f b a s i c re fo rm o p t i o n s . 

The problem o f how to p roceed on the b a s i s o f the m a r k e t i n g 

r e s e a r c h now becomes i m p o r t a n t . U n f o r t u n a t e l y , the re i s as y e t no 

s u s t a i n i n g t r a d i t i o n f o r the imp lementa t i on o f ma r ke t i n g d e v e l o p -

ment p rog rams . 

M o r e o v e r , be fo re d e t a i l e d imp lementa t i on p l a n n i n g can b e g i n , 

a d e t e r m i n a t i o n must be made o f the p r i o r i t y to be a t t a ched to mar-

k e t i n g development programs i n the c o n t e x t o f a l t e r n a t i v e d e v e l o p -

ment s t r a t e g i e s . The SUDENE/MSU s t u d y , as we l l as SUDENE ' s own 

p r i o r d i a g n o s e s o f r e g i o n a l p r o b l e m s , have s u b s t a n t i a t e d the c r i t i -

cal impor tance o f market p r o c e s s e s i n N o r t h e a s t deve lopment. 

A s s um ing , however , t h a t ma r ke t i n g improvements w i l l be g i v e n h i gh 

p r i o r i t y among the n e c e s s a r y t a s k s o f r e g i o n a l deve lopment , answers 

to the f o l l o w i n g types o f q u e s t i o n s w i l l have to be found. 

1. I s the d e s c r i p t i o n and d i a g n o s i s o f the ma r ke t i n g 
sy s tem r e a s o n a b l y a c c u r a t e ? 

2. Are the recommendat ions r e a s o n a b l e i n l i g h t o f the 
r e s e a r c h f i n d i n g s ? 

3. Are the recommendat ions f e a s i b l e and d e s i r a b l e i n 
the c o n t e x t o f e x i s t i n g development p o l i c i e s and 
the s o c i a l and p o l i t i c a l c o n s t r a i n t s o f the N o r t h -
e a s t ? 

4. What m o d i f i c a t i o n s and a d d i t i o n s are needed i n the 
p ropo sed ma rke t i n g re fo rm p rog rams ? 

5. Do e x i s t i n g i n s t i t u t i o n s have the p e r s o n n e l , r e -
s o u r c e s and a u t h o r i t y to implement the re fo rm p r o -
gram? I f n o t , what m o d i f i c a t i o n s s h o u l d be made 
i n e x i s t i n g i n s t i t u t i o n s and what new i n s t i t u t i o n a l 
a r rangements are needed? 

A p p r o p r i a t e B r a z i l i a n a g e n c i e s w i l l need to d e t a i l the re fo rm 

a c t i v i t i e s . The complete r e s e a r c h r e p o r t p r o v i d e s some p r e l i m i n a r y 



s p e c i f i c a t i o n s o f the t a s k s to be done and the r e s o u r c e r e q u i r e -

ments . However, these must be f u r t h e r r e f i n e d and m o d i f i e d to 

conform to the p o l i c i e s l a i d down by a d m i n i s t r a t o r s i n SUDENE and 

o t h e r B r a z i l i a n government a g e n c i e s . 

As the imp lementa t i on a c t i v i t i e s ge t under way, a t t e n t i o n 

must be g i v e n to c o n t i n u i n g r e s e a r c h a c t i v i t i e s to gu ide and 

m o n i t o r the market development program. A c o n t i n u i n g program o f 

i n f o r m a t i o n g a t h e r i n g , d e c i s i o n - m a k i n g , program p l a n n i n g and im-

p l e m e n t a t i o n must be the fo rmat f o r e f f e c t i v e development e f f o r t s 

i n the area o f m a r k e t i n g . 

A F i n a l Comment Rega rd i n g O r g a n i z a t i o n 
f o r Reform P l a n n i n g and Imp lementa t i on 

Th roughout t h i s summary c h a p t e r , emphas i s has been g i v e n to 

the i n t e r s e c t o r i a l p r o c e s s e s o f development and to the s y s tems o f 

exchange between r u r a l a rea s and urban c e n t e r s . The s i m u l a t i o n 

model was used to demonst ra te t ha t the b e n e f i t s o f ma rke t i n g r e -

forms are i n c r e a s e d as the re fo rms are expanded to embrace the 

exchange p r o c e s s e s pe rmeat ing the e n t i r e economic s y s tem. However, 

i n the N o r t h e a s t , as i n most d e v e l o p i n g commun i t i e s , p l a n n i n g a c t i -

v i t i e s are o r g a n i z e d a l ong v e r t i c a l s e c t o r i a l l i n e s , namely a g r i -

c u l t u r e , i n d u s t r y , i n f r a s t r u c t u r e , n a t u r a l and human r e s o u r c e s . 

The ma r ke t i n g o r i e n t a t i o n to development p l a n n i n g , as i t has been 

d e s c r i b e d i n t h i s summary, n e c e s s a r i l y imposes a h o r i z o n t a l , c r o s s -

s e c t o r i a l v iew o f the gene ra l development p r o c e s s . The m a r k e t i n g 

o r i e n t a t i o n t h e r e f o r e i m p l i e s the need f o r an i n t e g r a t e d , compre-

h e n s i v e p l a n n i n g u n i t wh ich would be f r ee o f e x c l u s i v e b u r e a u c r a t i c 

or p r o f e s s i o n a l a l l e g i a n c e to a s i n g l e s e c t o r o r s u b - s e c t o r o f the 

economic s y s tem. 

To recommend how such a market p l a n n i n g u n i t m igh t be e s t a b -

l i s h e d w i t h i n SUDENE o r any o t he r B r a z i l i a n agency i s c l e a r l y 

beyond the pu rpo se s o f the SUDENE/MSU r e s e a r c h . N e v e r t h e l e s s , the 

need f o r a p l a n n i n g o r g a n i z a t i o n o f t h i s k i n d w i l l p r o b a b l y become 

e v i d e n t i f the recommended ma rke t i n g o r i e n t a t i o n to development 

p l a n n i n g i s a ccep ted . 



APPENDIX A 

METHODOLOGY 

Genera l P rocedu re s 

The conceptua l framework and the p r o b l e m - s o l v i n g o r i e n t a t i o n 

o f t h i s r e s e a r c h were d e s c r i b e d i n Chapter 1. The s p e c i f i c o b j e c -

t i v e s were p r e s e n t e d on Page 18 of t h a t c h a p t e r . 

There were f i v e phases i n the r e s e a r c h work p l a n : 

1. P r e l i m i n a r y i n v e s t i g a t i o n s , i n c l u d i n g rev iew of 
p r e v i o u s s t u d i e s , i n t e r v i e w s w i th p u b l i c o f f i c i a l s , 
e x am ina t i on o f s e conda r y d a t a , d i r e c t o b s e r v a t i o n , 
and d e t a i l e d i n t e r v i e w s w i t h market p a r t i c i p a n t s . 

2. P l an and conduct s t r u c t u r e d i n t e r v i e w s w i t h s y s t e m -
a t i c samples o f market p a r t i c i p a n t s and t h r ough 
s p e c i a l s t u d i e s . 

3. T a b u l a t e and ana l y ze s u r v e y da ta . 

4. D e s i g n and t e s t a s y s tem s i m u l a t i o n model o f market 
p r o c e s s e s i n the R e c i f e a r ea . 

5. P repare a r e p o r t summar i z i ng the f i n d i n g s and recom-
mendati o n s . 

The p r ocedu re s f o r o r g a n i z i n g and c o n d u c t i n g the s u r v e y s o f 

market p a r t i c i p a n t s are d e s c r i b e d below. 

Su r vey Research P rocedu re s 

Du r i n g the f i r s t phase o f work , p r o j e c t pe r s onne l c a r r i e d 

out about 125 e x p l o r a t o r y i n t e r v i e w s w i t h market p a r t i c i p a n t s i n 

o r d e r to ob se r ve f i r s t hand the o p e r a t i o n o f the ma r ke t i n g s y s tem. 

Members of the f i v e i n s t i t u t i o n a l g r oup s ( c o n s u m e r s , r e t a i l e r s , 

w h o l e s a l e r s , a s s e m b l e r s , f a r m e r s ) p l u s o t h e r a g e n c i e s and i n d i v i -

d u a l s o f impor tance i n u n d e r s t a n d i n g R e c i f e ' s market p r o c e s s e s 

were i n t e r v i e w e d . Some o f the i m p o r t a n t government a g e n c i e s whose 

pe r s onne l p a r t i c i p a t e d i n d i s c u s s i o n s w i t h p r o j e c t s t a f f were: 

the Bank o f the N o r t h e a s t , SUNAB, CANESA, the Bank o f B r a z i l , S t a t e 

S e c r e t a r i e s o f A g r i c u l t u r e , S t a t e Development B a n k s , the P r e i f e i t u r a 

o f R e c i f e , a g r i c u l t u r a l r e s e a r c h and e x t e n s i o n a g e n c i e s , and the 

M i n i s t r y o f A g r i c u l t u r e . 

These i n f o r m a l i n t e r v i e w s enab led s t a f f members to dec ide what 

k i n d s of i n f o r m a t i o n would be needed i n more d e t a i l , and how to go 

about o b t a i n i n g t h a t da ta . T h u s , by the t ime work began on the 



second pha se , a l a r g e number o f q u e s t i o n s had been f o r m u l a t e d f o r 

p o s s i b l e i n c l u s i o n i n the v a r i o u s q u e s t i o n n a i r e s . These q u e s t i o n s 

were then p u l l e d t o g e t h e r i n t o d r a f t q u e s t i o n n a i r e s f o r i n t e r n a l 

di s c u s s i on. 

In the next s t e p , the d r a f t q u e s t i o n n a i r e s were e d i t e d and 

p repa red f o r p r e - t e s t i n g . The q u e s t i o n n a i r e d r a f t s were produced 

i n both E n g l i s h and P o r t u g u e s e . Nex t , the q u e s t i o n n a i r e s were 

t r a n s l a t e d i n t o c o l l o q u i a l P o r t u g u e s e ; B r a z i l i a n t e c h n i c i a n s f a m i l -

i a r w i t h the l o c a l community were r e l i e d upon h e a v i l y d u r i n g t h i s 

p r o c e s s . 

To p r e - t e s t the q u e s t i o n n a i r e s , a sample of 20 to 30 r e s p o n -

dents was s e l e c t e d from the r e l e v a n t g roups of f a r m e r s , a s s e m b l e r s , 

r e t a i l e r - w h o l e s a l e r s , and consumers . These p r e - t e s t i n t e r v i e w s 

were l a r g e l y c a r r i e d out by the B r a z i l i a n r e s e a r c h t e c h n i c i a n s , 

w i t h M i c h i g a n S t a t e U n i v e r s i t y s t a f f as o b s e r v e r s . T h i s a f f o r d e d 

the o p p o r t u n i t y to ob se r ve r e sponden t r e a c t i o n to each q u e s t i o n 

and to make notes on the k i n d s of changes needed to make wo rd i n g 

c l e a r e r , to e l i m i n a t e d u p l i c a t i o n , and to improve the o r g a n i z a t i o n 

o f the q u e s t i o n n a i r e . A f t e r the f i r s t p r e - t e s t , c o r r e c t i o n s were 

i n c o r p o r a t e d i n t o a t h i r d d r a f t o f the q u e s t i o n n a i r e s and a second 

p r e - t e s t was c a r r i e d out on a s m a l l e r s c a l e , t h i s t ime u s i n g s t u d e n t 

i n t e r v i e w e r s w i t h p r o j e c t t e c h n i c i a n s a l ong f o r o b s e r v a t i o n . T h i s 

p r o v i d e d s u p e r v i s e d t r a i n i n g f o r i n t e r v i e w e r s w h i l e at the same time 

p e r m i t t i n g a f i n a l t e s t f o r the word ing o f q u e s t i o n s and o r g a n i z a -

t i o n o f the q u e s t i o n n a i r e . With the f i n a l s e t o f q u e s t i o n s i n hand, 

i t was then p o s s i b l e to p roceed w i t h the p l a n n i n g o f IBM ca rd l a y -

ou t s and q u e s t i o n n a i r e p r e c o d i n g f o r p u n c h i n g . 

A f i n a l e d i t was made of a l l a s p e c t s of the s u r v e y i n s t r u m e n t s , 

i n c l u d i n g c o n t e n t , w o r d i n g , p u n c t u a t i o n and p r e c o d i n g . The q u e s -

t i o n n a i r e s were rep roduced i n s u f f i c i e n t q u a n t i t i e s to f u l f i l l sam-

p l i n g r equ i r emen t s and to l eave e x t r a c o p i e s f o r o t h e r u s e s . 

As work proceeded on q u e s t i o n n a i r e d e s i g n , r e c r u i t i n g o f i n t e r -

v i ewe r s began. I t was dec ided t ha t advanced economics s t u d e n t s 

would make s u i t a b l e i n t e r v i e w e r s . A c c o r d i n g l y , an ar rangement was 

made w i t h the F a c u l t y o f Economics o f the Federa l U n i v e r s i t y o f P e r -

nambuco whereby the I n s t i t u t e f o r Economic Research would a s s i s t i n 

r e c r u i t i n g economics s t u d e n t s and would c o o r d i n a t e w i th f a c u l t y 

members i n o r d e r to o b t a i n s p e c i a l p e r m i s s i o n f o r i n t e r v i e w e r s who 

m igh t m i s s c l a s s e s . S i n c e s u f f i c i e n t i n t e r v i e w e r c a n d i d a t e s were 

not a v a i l a b l e from the F a c u l t y o f Economics a l o n e , s t u d e n t s were 

a l s o r e c r u i t e d from the F a c u l t y o f B u s i n e s s A d m i n i s t r a t i o n and S o c i -

o l o g y . E v e n t u a l l y , 40 s t u d e n t s were s e l e c t e d f o r i n t e r v i e w i n g work. 



These i n c l u d e d e l e v e n g i r l s who were u sed e x c l u s i v e l y i n r e t a i l e r , 

w h o l e s a l e r and consumer i n t e r v i e w i n g and who were f ound to be a b l e 

to e s t a b l i s h e x c e l l e n t r a p p o r t w i t h r e s p o n d e n t s . 

The i n t e r v i e w e r t r a i n i n g phase i n c l u d e d s i x a s p e c t s : 

1. a r e v i e w o f the r o l e o f m a r k e t i n g i n the economic 
deve lopment p r o c e s s , 

2 . an e x p l a n a t i o n o f t he s p e c i f i c p u r p o s e o f the r e -
s e a r c h , 

3. a r e v i e w o f s c i e n t i f i c r e s e a r c h methods and the 
i m p o r t a n c e o f s t r i c t c o n t r o l p r o c e d u r e s i n o r d e r 
to a v o i d b i a s i n s u r v e y d a t a , 

4. g e n e r a l i n s t r u c t i o n s on the t e c h n i q u e s o f i n t e r -
v i e w i n g , 

5 . e x p l a n a t i o n s o f s p e c i a l ways to h a n d l e p a r t i c u l a r 
q u e s t i o n s i n the q u e s t i o n n a i r e s , and 

6 . p r a c t i c e i n t e r v i e w s i n the p r e s e n c e o f t e c h n i c i a n s 
who c o u l d c o r r e c t any e r r o r o b s e r v e d i n the t e c h -
n i q u e . 

I n t e r v i e w e r s were d i v i d e d i n t o two g r o u p s , one o f wh i ch c o n -

c e n t r a t e d on r u r a l i n t e r v i e w s and the o t h e r on u rban i n t e r v i e w s . 

W i t h i n each g r o u p , i n t e r v i e w e r teams o f t h r e e to f i v e p e r s o n s were 

a s s e m b l e d . I n the r u r a l g r o u p , one i n t e r v i e w e r was d e s i g n a t e d as 

crew s u p e r v i s o r , and was r e s p o n s i b l e f o r a s s i g n m e n t o f i n t e r v i e w s 

and g e n e r a l s u p e r v i s i o n . He c o l l e c t e d the c omp le t ed q u e s t i o n n a i r e s 

and r e t u r n e d them to one o f the r e s e a r c h t e c h n i c i a n s s u p e r v i s i n g 

h i s w o r k ; t hen he f i e l d - e d i t e d the comp le ted q u e s t i o n n a i r e s . I n 

the u rban a r e a s , the i n t e r v i e w e r teams were d i v i d e d i n t o t h r e e 

t eams , w i t h a f u l l - t i m e s u p e r v i s o r i n c h a r g e o f each team. Those 

s u p e r v i s o r s were g i v e n the r e s p o n s i b i l i t y o f i n t e r v i e w a s s i g n m e n t s 

and i n i t i a l e d i t i n g o f c omp le ted q u e s t i o n n a i r e s . 

When comp le ted q u e s t i o n n a i r e s were r e t u r n e d to the p r o j e c t 

o f f i c e , t hey were e d i t e d by a g r oup o f c o d e r s to check the i n t e r -

v i e w e r ' s c o d i n g . These c o d e r s were a l s o r e s p o n s i b l e f o r mak ing 

c e r t a i n c a l c u l a t i o n s f rom the q u e s t i o n n a i r e s , and f o r r e c o r d i n g 

t h a t i n f o r m a t i o n . F i n a l l y , the c o d e r s c o n v e r t e d cruzeiro and u n i t 

numbers i n t o the p r o p e r d i g i t s f o r IBM p u n c h i n g , and coded o p e n -

ended q u e s t i o n s . 

The f i n a l s t e p i n the f i e l d i n t e r v i e w p r o c e s s was the t r a n s -

f e r o f da t a to punch c a r d s by IBM o f R e c i f e . Each c a r d was then 

mach ine v e r i f i e d by IBM and l i s t i n g s were p r o v i d e d wh i ch were 

checked by p r o j e c t p e r s o n n e l f o r m i s s i n g c a r d s , d u p l i c a t i o n s , and 

b l a n k s . The d a t a were t r a n s f e r r e d to m a g n e t i c t a p e s and s e n t t o 



M i c h i g a n S t a t e U n i v e r s i t y f o r a n a l y s i s on a CDC 3600 compute r . 

The o r i g i n a l s o u r c e da ta r ema ined w i t h the p r o j e c t p e r s o n n e l i n 

Rec i f e . 

I n a d d i t i o n to the depth i n t e r v i e w s , some 2 , 3 5 0 f i e l d 

i n t e r v i e w s were comp le ted by t he r e s e a r c h team. The i n t e r v i e w s 

a v e r a g e d s l i g h t l y o v e r one hou r e a ch . A breakdown o f the number 

o f i n t e r v i e w s f o r each s u r v e y g r oup i s shown i n T a b l e A . l be l ow. 

T a b l e A . l Number o f I n t e r v i e w s Comple ted 
by S u r v e y Type and Commodity 

S u r v e y and Commodity 
Number o f I n t e r v i e w s 

S u r v e y and Commodity Comple ted 

Consumers 354 

R e t a i 1 e r s 

F a i r S t a l l O p e r a t o r s 210 
F i x e d F a i r O p e r a t o r s 75 
P u b l i c M a r k e t O p e r a t o r s 100 
N e i g h b o r h o o d S t o r e O p e r a t o r s 447 
S u p e r m a r k e t s and Meroadinhos 43 
Consumer C o o p e r a t i v e s 11 
L a r g e Meat D e a l e r s 5 

W h o ! e s a l e r s 

P u b l i c M a r k e t and F i x e d F a i r 
W h o l e s a l e r s 66 

L a r g e Food W h o l e s a l e r s 70 

Fa rmer s 

Ri ce 154 
Beans 177 
M a n i o c 151 
C o t t o n 165 
M i l k 126 

A s s e m b l e r s 

Ri ce 42 
Beans 59 
Mani oc 22 
C o t t o n 46 

Farm I n p u t D i s t r i b u t o r s 27 

TOTAL 2 , 3 5 0 



The R e c i f e Consumer and Food 
D i s t r i b u t o r S u r v e y s 

The data c o l l e c t i o n f o r the urban r e t a i l , w h o l e s a l e and con -

sumer s u r v e y s can be d i v i d e d i n t o th ree s t e p s : depth i n t e r v i e w s , 

s t r u c t u r e d s u r v e y s , and s p e c i a l s t u d i e s . 

Depth i n t e r v i e w s , as noted p r e v i o u s l y , c o n s i s t e d o f a s e r i e s 

o f e x p l o r a t o r y i n t e r v i e w s . The p r i n c i p a l i n s t i t u t i o n s r e l a t e d to 

the ma r ke t i n g p r o c e s s were i n t e r v i e w e d , i n c l u d i n g government agen -

c i e s from the l o c a l government to the f e d e r a l l e v e l ; p r i v a t e i n s t i -

t u t i o n s , such as b a n k s ; con sumer s ; and the ac tua l ma rke te r s them-

s e l v e s . 

I n t e r v i e w g u i d e s were used to en su re t ha t the same a reas and 

r e l e v a n t a rea s o f i n f o r m a t i o n were covered d u r i n g the i n t e r v i e w . 

D e t a i l e d i n f o r m a t i o n was g a i n e d about e i g h t a reas o f i n q u i r y . 

1. O b s e r v a t i o n a l I n f o r m a t i o n - - T h i s i n c l u d e d o b s e r v a t i o n s 
c o n c e r n i n g p h y s i c a l c h a r a c t e r i s t i c s o f the b u s i n e s s , 
l o c a t i o n a l c h a r a c t e r i s t i c s , f u n c t i o n a l c h a r a c t e r i s t i c s , 
e t c . 

2. Genera l O p e r a t i o n - - T h i s i n c l u d e d such t o p i c s as o r g a -
n i z a t i o n a l s t r u c t u r e and o w n e r s h i p , h i s t o r y of the 
b u s i n e s s , and o p e r a t i n g c h a r a c t e r i s t i c s . 

3. P r oduc t s H a n d l e d - - F o r each p roduc t h and l ed , s u p p l y 
vo l umes , p r i c e s , and c o n d i t i o n s were o b t a i n e d ; f u n c -
t i o n s per fo rmed on the p r o d u c t s were r e c o r d e d ; and 
s e l l i n g p r i c e s and p r a c t i c e s were asked about . 

4. Output s o f B u s i n e s s and Cu s tomer s - -The c h a r a c t e r i s t i c s 
of the cus tomers as p e r c e i v e d by the channel member 
were o b t a i n e d , as we l l as the s e l l i n g p r a c t i c e s and 
b e h a v i o r s . Communicat ions and a d v e r t i s i n g p r a c t i c e s 
were rev i ewed . F i n a l l y , c o m p e t i t i o n and c o m p e t i t i v e 
b e h a v i o r s were d i s c u s s e d . 

5 . I n p u t s i n t o B u s i n e s s - - L a b o r c h a r a c t e r i s t i c s , i n v e s t -
ment l e v e l s and p r a c t i c e s , and s u p p l i e r c h a r a c t e r i s -
t i c s and r e l a t i o n s h i p s were a reas o f i n t e r e s t . 

6. Change and A t t i t u d e s - - T h i s area i n q u i r e d i n t o the 
change p r o c e s s w i t h i n the b u s i n e s s and the a t t i t u d e s 
and a s p i r a t i o n s o f the d e c i s i o n - m a k e r s . 

7. Government I n f l u e n c e - - T h e importance of government 
i n f l u e n c e or l a c k o f i n f l u e n c e was asked f o r . 

8. I n t e r n a l C h a r a c t e r i s t i e s - - T h i s area i n c l u d e d s a l e s 
and c o s t s o f b u s i n e s s , r e c o r d - k e e p i n g methods , f a m i l y 
c h a r a c t e r i s t i c s o f the d e c i s i o n - m a k e r , e t c . 

Th i s phase b u i l t a backg round o f knowledge about the s y s tem 

so t h a t the second phase c o u l d be deve loped around the r e l e v a n t 

i s s u e s and i n a manner a c cep tab l e to the r e s p o n d e n t s . The sample 



f o r the depth i n t e r v i e w s was s e l e c t e d by j udgment and the r e s u l t s 

were no t t a b u l a t e d and r e p o r t e d as b e i n g r e p r e s e n t a t i v e o f the 

s y s t e m . However , the r e s u l t s were u sed to add i n s i g h t to the s u r -

vey d a t a where a p p r o p r i a t e . 

The s u r v e y r e s e a r c h was b u i l t upon the base d e v e l o p e d t h r o u g h 

depth i n t e r v i e w s . S u r v e y s o f t h r e e ma jo r p o p u l a t i o n s were made: 

c o n s u m e r s , r e t a i l e r s , and w h o l e s a l e r s . The r e t a i l e r p o p u l a t i o n was 

b r o k e n down i n t o the f o l l o w i n g s u b - p o p u l a t i o n s : 

1. S t r e e t F a i r s 

2 . P u b l i c M a r k e t s 

3 . F i x e d F a i r s 

4 . N e i g h b o r h o o d R e t a i l e r s 

5 . S e l f - S e r v i c e R e t a i l e r s 

6 . R e t a i l C o o p e r a t i v e s 

7. L a r g e Meat D e a l e r s 

Because o f the economic and e d u c a t i o n a l d i f f e r e n c e s between 

t h e s e s u b - p o p u l a t i o n s , i t was n e c e s s a r y to d e v e l o p t h r e e d i f f e r e n t 

q u e s t i o n n a i r e s , though most o f the q u e s t i o n c o n t e n t was i d e n t i c a l 

between the t h r e e . The q u e s t i o n n a i r e deve l opmen t r e f l e c t e d the 

work c a r r i e d on p r e v i o u s l y i n P u e r t o R i c o . S t r e e t f a i r o p e r a t o r s 

were g i v e n the l e a s t complex q u e s t i o n n a i r e , wh i ch was t a i l o r e d to 

the m a r k e t f a i r k i n d o f r e t a i l i n g . F i x e d f a i r , p u b l i c m a r k e t , and 

n e i g h b o r h o o d r e t a i l e r s were g i v e n a somewhat more complex q u e s t i o n -

n a i r e , wh i ch was a l s o a d j u s t e d to the f i x e d l o c a t i o n r e t a i l i n g . 

F i n a l l y , the r e s t o f the s u b - p o p u l a t i o n s were g i v e n the most com-

p l e x q u e s t i o n n a i r e , wh i ch was s u i t e d f o r the more c o m p l i c a t e d o p e r -

t i o n s they r a n . A l l the q u e s t i o n n a i r e s were p r e - t e s t e d a t l e a s t 

t w i c e , w i t h the s t r e e t f a i r q u e s t i o n n a i r e b e i n g r e v i s e d and p r e -

t e s t e d the most becau se o f the d i f f i c u l t y i n p h r a s i n g m e a n i n g f u l 

q u e s t i o n s to t h e s e r e s p o n d e n t s . 

The sample d e s i g n v a r i e d f o r each o f the s u b - p o p u l a t i o n s 

d e p e n d i n g on the p o p u l a t i o n c h a r a c t e r i s t i c s , but i n a l l c a s e s met 

the t e s t o f b e i n g s t a t i s t i c a l l y r e p r e s e n t a t i v e o f the s u b - p o p u l a -

t i o n i n s u ch a way t h a t the s u b - p o p u l a t i o n s amp l e s c o u l d be combined 

t o r e p r e s e n t the t o t a l p o p u l a t i o n o f r e t a i l e r s . Becau se t h e r e were 

no l i s t s o f r e t a i l e r s a v a i l a b l e to use as a samp le f r a m e , i t was 

n e c e s s a r y to d e s i g n the samp le so t h a t i t was s e l f - g e n e r a t i n g i n 

the f i e l d , and wh i ch by d e f i n i t i o n i n c l u d e d an a c c u r a t e r e p r e s e n t a -

t i o n o f the p o p u l a t i o n s . T h i s was a c h i e v e d i n two w a y s . F i r s t , the 

c i t y was d i v i d e d i n t o 26 s u b d i v i s i o n s , w i t h a f e i v a i n each a r e a . 

Ten o f t h o s e a r e a s were r andomly s e l e c t e d a f t e r s t r a t i f y i n g by income 



l e v e l , g e o g r a p h i c l o c a t i o n , and s i z e o f the s t r e e t f a i r . The 

s t r e e t f a i r w i t h i n each o f the 10 a r e a s s e l e c t e d was t hen s amp led 

by a p r o c e d u r e o f p a s s i n g t h r o u g h the f e i r a i n t e r v i e w i n g the 

o p e r a t o r s a c c o r d i n g to a p r e d e t e r m i n e d s k i p i n t e r v a l a f t e r t a k i n g 

a random s t a r t . 

N e i g h b o r h o o d r e t a i l e r s were i n t e r v i e w e d i n a s i m i l a r manner : 

the i n t e r v i e w e r , i n a p r e s c r i b e d p a t t e r n , p a s s e d by e v e r y n e i g h -

b o r h o o d s t o r e and took i n t e r v i e w s a c c o r d i n g to a p r e d e t e r m i n e d s k i p 

i n t e r v a l g i v e n a random s t a r t . Hence , w h a t e v e r e x i s t e d i n the 

p o p u l a t i o n was s y s t e m a t i c a l l y s a m p l e d . A l l p u b l i c m a r k e t s and f i x -

ed f e i r a s i n the 26 a r e a s were s amp led i n the same way by the use 

o f the s k i p i n t e r v a l f o l l o w i n g a random s t a r t i n each m a r k e t . T h i s 

d e s i g n f o r t h e s e s u b - p o p u l a t i o n s was dependen t on the i n t e r v i e w e r 

o r team o f i n t e r v i e w e r s p a s s i n g by each r e t a i l e r and s e l e c t i n g a c -

c o r d i n g to a p r e d e t e r m i n e d i n t e r v a l o f a p p r o p r i a t e i n t e r v i e w s to 

be made. 

The s e c o n d r e s e a r c h d e s i g n a p p l i e s to the s e l f - s e r v i c e s t o r e s , 

c o o p e r a t i v e s , and l a r g e meat d e a l e r s , and was a c e n s u s o f a l l i n 

t h e s e p o p u l a t i o n s . T h i s c e n s u s was n e c e s s a r y becau se o f the s m a l l 

numbers i n t h e s e p o p u l a t i o n s . 

The w h o l e s a l e r s were d i v i d e d i n t o two s u b - p o p u l a t i o n s - - m a r k e t 

w h o l e s a l e r s o r s t a l l o p e r a t o r s i n m a r k e t s , and e s t a b l i s h e d w h o l e -

s a l e r s o r i n d i v i d u a l l y l o c a t e d b u s i n e s s m e n . The m i d d l e l e v e l r e t a i l -

e r s ' q u e s t i o n n a i r e was r e v i s e d f o r the ma rke t w h o l e s a l e r s , w h i l e the 

most complex r e t a i l e r s ' q u e s t i o n n a i r e was r e v i s e d f o r the e s t a b l i s h e d 

w h o l e s a l e r s . Each q u e s t i o n n a i r e was p r e - t e s t e d , r e v i s e d , and t e s t e d 

a g a i n . The sample d e s i g n f o r the w h o l e s a l e r s was l i k e t h a t f o r the 

f i x e d f e i r a s and p u b l i c ma r ke t r e t a i l e r s , e x c e p t the s k i p i n t e r v a l 

was a l t e r e d to g i v e a 75% s a m p l e , i . e . , the i n t e r v i e w e r made t h r e e 

i n t e r v i e w s i n a row, then s k i p p e d one , then made t h r e e more , e t c . 

For the e s t a b l i s h e d w h o l e s a l e r s , the s k i p i n t e r v a l was u sed on a 

l i s t o f w h o l e s a l e r s wh i ch was c o m p i l e d by the r e s e a r c h team r a t h e r 

than i n the f i e l d . 

The r e s e a r c h d e s i g n f o r the con sumer s f o l l o w e d the same p r o -

cedure as t h a t o f the r e t a i l e r s . The q u e s t i o n n a i r e was p r e - t e s t e d 

and r e v i s e d , and p r e - t e s t e d t w i c e more b e f o r e i t was c o n s i d e r e d 

r eady f o r u s e . The sample d e s i g n u sed the same 10 c i t y s u b d i v i s i o n s 

s e l e c t e d e a r l i e r f o r s a m p l i n g f e i r a s . A l l f a m i l y u n i t s i n t h e s e 

a r e a s were l i s t e d f rom the I n s t i t u t o B r a s i l e i r o do G e o g r a f i a y E s -

t a t i s t i c a ( I B G E ) s c h o o l c e n s u s i n 1 9 6 4 , and then a p r e d e t e r m i n e d 

s k i p i n t e r v a l was u sed to s e l e c t the f a m i l y u n i t s f o r the s u r v e y s . 

I n a l l c a s e s , the fema le head o f the h o u s e h o l d was i n t e r v i e w e d . 



In c o n c l u s i o n , the sample d e s i g n s f o r the s t r u c t u r e d s u r v e y s 

were b u i l t on the c r i t e r i a o f r e p r e s e n t a t i v e n e s s , even though an 

unequal p r o b a b i l i t y d e s i g n was l a r g e l y u sed. I t s h o u l d be noted 

t h a t t h ree c a l l - b a c k s were used t h r oughou t f o r u n a v a i l a b l e r e s p o n -

d e n t s , and there was no rep lacement f o r n o n - r e s p o n d e n t s except i n 

the case of the market w h o l e s a l e r s , where sample s i z e was c r i t i c a l . 

S p e c i a l s t u d i e s were conducted as a f o l l o w - u p to the s t r u c -

t u r e d s u r v e y s . These i n c l u d e d a market b a s ke t p r i c e s t u d y , a r e -

t a i l d a i r y s t u d y , and f u r t h e r depth i n t e r v i e w s . The purpose o f 

the se s t u d i e s was to o b t a i n i n f o r m a t i o n t h a t the s u r v e y phase was 

unab le to g e t . Such i n f o r m a t i o n i n c l u d e d the a c tua l p r i c e s p a i d 

by con sumer s , the s o c i a l f u n c t i o n o f the v a r i o u s r e t a i l i n s t i t u -

t i o n s , and the dynamics o f the change p r o c e s s i n which R e c i f e f i n d s 

i t s e l f . 

The Farmer and I n p u t D i s t r i b u t o r S u r v e y s 

As a l r e a d y s t a t e d , a major o b j e c t i v e o f t h i s r e s e a r c h p r o -

j e c t was to make a tho rough s t udy of the food and n o n - f o o d ma rke t -

i n g s y s tem i n a s e l e c t e d urban area and the r u r a l ma r ke t i n g sy s tem 

which s u p p l i e s t h a t urban market . S i n c e the urban market be i ng 

s t u d i e d was t h a t o f R e c i f e , the a p p r o p r i a t e r u r a l a rea s to be 

s t u d i e d were those which p roduced , a s semb led , and t r a n s p o r t e d 

goods f o r the R e c i f e urban market . I n o t h e r words ' , the r e l e v a n t 

r u r a l a reas to be s t u d i e d were tho se which l i e i n the f ood shed 

area of the R e c i f e urban marke t . The i n t e n t of t h i s s e c t i o n i s 

( 1 ) to b r i e f l y d e s c r i b e the con ten t o f the f i n a l q u e s t i o n n a i r e and 

(2 ) to d e s c r i b e more f u l l y the methodo logy used to i d e n t i f y these 

r u r a l s u p p l y c h a n n e l s . 

Q u e s t i o n n a i r e Content 

The q u e s t i o n n a i r e c o n t a i n e d i n f o r m a t i o n r e l e v a n t to the a ca -

demic a reas o f a g r i c u l t u r a l e c o n o m i c s , m a r k e t i n g , and commun i ca t i on s . 

The b a s i c o r i e n t a t i o n o f the q u e s t i o n s used from these d i s c i p l i n e s 

i s d i r e c t e d toward the d e s c r i p t i o n , a n a l y s i s , and s u g g e s t i o n o f r e -

form a l t e r n a t i v e s f o r the R e c i f e urban market and r e l a t e d r u r a l mar-

ket s . 

Two farm q u e s t i o n n a i r e s were c o n s t r u c t e d . The f i r s t was used 

f o r r i c e , bean s , c o t t on and man ioc , w i t h l i t t l e m o d i f i c a t i o n from 

one crop to the o t h e r . A second q u e s t i o n n a i r e was d e v i s e d f o r m i l k 

because o f the d i f f e r e n t needs which became apparent d u r i n g the p r e -

t e s t i n g o f q u e s t i o n n a i r e s . 



The fa rm q u e s t i o n n a i r e s c o n t a i n e d e i g h t b a s i c s e c t i o n s . 

S e c t i o n I was c o n c e r n e d o n l y w i t h i d e n t i f i c a t i o n and c o n t r o l i n -

f o r m a t i o n f o r the q u e s t i o n n a i r e and the r e s p o n d e n t . I t ems s u ch 

as name, a d d r e s s , date and s c r e e n i n g q u e s t i o n s were i n c l u d e d . 

S e c t i o n I I f o c u s e d on the economic o r g a n i z a t i o n and p r o d u c -

t i o n o f the fa rm u n i t . I t i n c l u d e d q u e s t i o n s on the a r ea p l a n t e d 

t o v a r i o u s c r o p s o v e r a t h r e e y e a r p e r i o d , the amount h a r v e s t e d 

and the amount s o l d o f the commodity b e i n g s t u d i e d , and an i n v e n -

t o r y o f the l i v e s t o c k on the f a r m . 

S e c t i o n I I I c o v e r e d p u r c h a s e d i n p u t s b e i n g u sed on the f a r m , 

o f f - f a r m employment o f owner and f a m i l y , s o u r c e s and use o f fa rm 

c r e d i t , o w n e r s h i p o f s e l e c t e d consumer g o o d s , a t t i t u d e s t owa rd 

f e r t i l i z e r u s e , and f o o d p u r c h a s e s o f the f a m i l y . S e c t i o n I I I 

p r o v i d e d the i n f o r m a t i o n n e c e s s a r y to d e t e r m i n e the e x t e n t o f 

p r e s e n t fa rm i n p u t m a r k e t s and the f a c t o r s p r e v e n t i n g more e x t e n -

s i v e use o f modern f a r m i n g t e c h n i q u e s . 

S e c t i o n IV i n c l u d e d q u e s t i o n s abou t where and how they go 

to f e i r a s , a d v a n c e - s e l l i n g o f p r o d u c t s , f o u r t r a n s a c t i o n s i n wh i ch 

the month , p r i c e , q u a n t i t y and to whom s o l d were o b t a i n e d , s o u r c e s 

o f p r i c e i n f o r m a t i o n , p r i c e r e s p o n s i v e n e s s and o n - f a r m s t o r a g e 

p r a c t i c e s . The m a r k e t i n g s e c t i o n s u p p l i e d the d a t a needed to d e s -

c r i b e commodity f l o w s and e v a l u a t e the n a t u r e o f m a r k e t c o o r d i n a -

t i o n i n the s y s t e m . 

S e c t i o n V i n c l u d e d the a t t i t u d e q u e s t i o n s d e s i g n e d to t e s t 

t r u s t , m o d e r n i t y , f a m i l i s m , f a t a l i s m , r i s k , e t c . , a l l o f wh i ch a re 

b a s i c to d e t e r m i n i n g the l i k e l i h o o d o f t h e s e p e o p l e a d o p t i n g mar -

k e t i n g r e f o r m s and/o r p r o d u c t i o n i n n o v a t i o n s . I t may a l s o p o i n t 

o u t the c o n d i t i o n s wh i ch need to be changed b e f o r e a r e f o r m can be 

i mplemented. 

S e c t i o n V I c o v e r e d the p e r s o n a l c h a r a c t e r i s t i c s o f the r e s -

p o n d e n t , s u c h as a g e , e d u c a t i o n , and f a m i l y s i z e . 

S e c t i o n V I I , c o m m u n i c a t i o n , d e a l t w i t h l i t e r a c y , e x p o s u r e to 

mass med ia s u c h as r a d i o , n e w s p a p e r s , t e l e v i s i o n and a t t e n d a n c e a t 

e x t e n s i o n m e e t i n g s . Such i n f o r m a t i o n r e v e a l s the c h a n n e l s o f com-

m u n i c a t i o n wh i ch c o u l d be u sed most e f f e c t i v e l y to imp lement r e f o r m s . 

The f i n a l s e c t i o n ( V I I I ) i n c l u d e d o b s e r v a t i o n s o f the i n t e r -

v i e w e r a b o u t t y p e o f house c o n s t r u c t i o n , e l e c t r i c i t y on the f a r m , 

and the t r u t h f u l n e s s o f the r e s p o n d e n t . 

The Farmer P o p u l a t i o n s 

The s o u r c e o f ou r p r o d u c e r p o p u l a t i o n l i s t s f o r the farm i n -

t e r v i e w s was a 1 9 6 5 - 1 9 6 6 c a d a s t r a l s u r v e y made by IBRA ( I n s t i t u t o 



B r a s i l e i r o do Reforma A g r a r i a ) . T h i s c a d a s t r a l s u r v e y c o n t a i n e d 

a l i s t o f p r o p e r t y owners by municipios ( f o r n e a r l y a l l the muni-

cipios i n the N o r t h e a s t ) . The IBRA c a d a s t r a l s u r v e y was s e l e c t e d 

b e c a u s e o f i t s a d v a n t a g e s i n the amount o f i n f o r m a t i o n c o n t a i n e d , 

newre s s and c o m p l e t e n e s s . A l t h o u g h IBRA o f f i c i a l s e s t i m a t e d t h a t 

t h e i r t ax l i s t s i n c l u d e d o n l y 50% to 90% o f the fa rms i n any g i v e n 

munioipio 3 i t was c o n s i d e r e d to be the b e s t s o u r c e o f i n f o r m a t i o n 

a v a i l a b l e f o r s a m p l i n g p u r p o s e s . 

The sample drawn was a l a ndowne r samp le i n s e l e c t e d p r o d u c -

t i o n a r e a s o f the N o r t h e a s t . Empha s i s was p l a c e d upon l a n d o w n e r s , 

s i n c e t hey make the i m p o r t a n t p r o d u c t i o n and m a r k e t i n g d e c i s i o n s 

on fa rms i n the N o r t h e a s t . T h i s does no t deny the i m p o r t a n c e o f 

the l a n d t e n u r e p r ob l em i n the N o r t h e a s t , but r a t h e r , a comprehen -

s i v e s t u d y o f l a n d t e n u r e a r r a n g e m e n t s was beyond the s c ope o f the 

m a r k e t i n g s t u d y . 

Farmer Sample S e l e c t i o n 

The r e s e a r c h ag reement between SUDENE and M i c h i g a n S t a t e 

U n i v e r s i t y i d e n t i f i e d f i v e b a s i c c o m m o d i t i e s - - r i c e , b e a n s , m a n i o c , 

c o t t o n , and m i l k - - t o be s t u d i e d . The p r o d u c t i o n a r e a s s u p p l y i n g 

the R e c i f e u rban marke t f o r t h e s e f i v e b a s i c c o m m o d i t i e s were 

s t u d i e d . 

Fo r each commod i t y , ma jo r s u p p l y a r e a s f o r the R e c i f e ma r ke t 

were i d e n t i f i e d by munioipio, d r a w i n g on t h r e e s o u r c e s o f i n f o r m a -

t i o n . I n t e r v i e w s w i t h R e c i f e w h o l e s a l e r s were u sed to i d e n t i f y 

s u p p l y a r e a s . F i e l d t r i p s were made to t h e s e a r e a s by MSU-SUDENE 

s t a f f members to g a i n g r e a t e r u n d e r s t a n d i n g o f the ma rke t p r o c e s s e s . 

F i n a l l y , the r e s u l t s o f a S U D E N E / M i n i s t r y o f A g r i c u l t u r e s t u d y c a r -

r i e d o u t i n 1967 p r o v i d e d p r o d u c t i o n e s t i m a t e s by munioipio f o r the 

1 9 6 5 - 6 6 h a r v e s t and a l s o i n f o r m a t i o n on g e o g r a p h i c l o c a t i o n o f s a l e s 

f o r b a s i c c o m m o d i t i e s . 

The c r i t e r i a u sed f o r s e l e c t i o n o f the municipios were as f o l -

lows : 

1. The munioipio must be i n the N o r t h e a s t . 

2 . The munioipio must have a c e r t a i n minimum l e v e l o f 
p r o d u c t i on . 

3. The munioipio must p r oduce more than what i s consumed 
by the p o p u l a t i o n w i t h i n the munioipio. 

4 . The munioipio must e x p o r t p a r t o f i t s p r o d u c t i o n to 
the u rban ma rke t o f R e c i f e . 



With t h e s e c r i t e r i a , a l i s t o f t he p o s s i b l e municipios f o r i n t e r -

v i e w i n g work was p r e p a r e d . T h i s l i s t s e r v e d as the p o p u l a t i o n f rom 

wh i ch the farm sample was drawn. I n t h i s s t u d y , the l i s t v a r i e d 

f rom 10 to 14 municipios f o r each commod i ty . There was no s e t num-

ber o f municipios wh i ch had to be u s e d ; l a r g e r o r s m a l l e r numbers 

c o u l d e a s i l y be i n c o r p o r a t e d i n t o the d e s i g n . 

The l i s t o f municipios was then r a n k e d ( l a r g e s t f i r s t ) a c c o r d -

i n g to e s t i m a t e d p r o d u c t i o n f o r the 1966 h a r v e s t . When n e c e s s a r y , 

the r a n k i n g was a l s o done by s t a t e s to a l l o w f o r d i f f e r e n c e s i n 

t r a n s p o r t a t i o n , t e c h n i c a l a s s i s t a n c e and c r e d i t a v a i l a b i l i t y w h i c h 

were s a i d to e x i s t among the v a r i o u s s t a t e s . 

A p r o b a b i l i t y sample was u sed to s e l e c t municipios f rom the 

p o p u l a t i o n l i s t i n wh i ch to c o n d u c t f a rm i n t e r v i e w s . To e n s u r e 

r e p r e s e n t a t i v e n e s s o f the samp le and , a t the same t i m e , to s t a y 

w i t h i n the t ime and t r a v e l c o n s t r a i n t s o f t h i s s t u d y i n r u r a l a r e a s 

o f t he N o r t h e a s t , t h r e e o f f o u r municipios were s a m p l e d . The p r o b -

a b i l i t y t h a t a p a r t i c u l a r municipio wou ld be s e l e c t e d e q u a l e d a 

r a t i o o f t h a t municipio's p r o d u c t i o n o v e r the t o t a l p r o d u c t i o n i n 

a l l the municipios mak ing up the p o p u l a t i o n l i s t s . Because o f the 

w ide r ange o f v a r i a b i l i t y i n the p r o d u c t i o n among municipios, a 

r u l e was made t h a t i f any one municipio had a p r o d u c t i o n equa l to 

o r g r e a t e r than 1/3 o f the t o t a l p r o d u c t i o n o f a l l municipios i n 

the p o p u l a t i o n , then i t wou l d a u t o m a t i c a l l y be i n c l u d e d i n ou r sam-

p l e . I n t h i s c a s e , o n l y two a d d i t i o n a l municipios were s e l e c t e d 

u s i n g ou r c a l c u l a t e d p r o b a b i l i t i e s . U s i n g a random s t a r t , the mu-

nicipios were s amp led f rom the p o p u l a t i o n l i s t . 

As no ted a b o v e , t he p r o b a b i l i t y t h a t a g i v e n municipio wou ld 

be i n c l u d e d i n the sample v a r i e d a c c o r d i n g to the volume o f the 

p r o d u c t p r o d u c e d i n t h a t municipio. Yet a l l p r o d u c e r s i n the popu -

l a t i o n o f municipios, i n c l u d i n g t h o s e wh i ch were no t drawn f o r sam-

p l i n g p u r p o s e s , had the same random p r o b a b i l i t y o f e n t e r i n g i n t o 

the p r o d u c e r s a m p l e . T h i s was a c c o m p l i s h e d t h r o u g h a f o r m u l a wh i ch 

a d j u s t e d sample s i z e w i t h i n the municipios a c c o r d i n g to the p r o b a -

b i l i t y o f t h a t municipio b e i n g s e l e c t e d f rom among the l i s t o f muni-

c i p i o s . A l l o t h e r t h i n g s b e i n g e q u a l , the g r e a t e r the p r o b a b i l i t y 

o f the municipio b e i n g s e l e c t e d , the s m a l l e r w i l l be the sample s i z e 

w i t h i n t h a t municipio, and v i c e v e r s a . The f o r m u l a u sed was 

(Pm) ( F w ) = f t where Pm i s the p r o b a b i l i t y o f a g i v e n municipio b e -

i n g s e l e c t e d and Fw i s the s a m p l i n g f r a c t i o n . ( T h i s s a m p l i n g p r o c e -

dure was d e v e l o p e d a f t e r p e r s o n a l c o n s u l t a t i o n w i t h M r . R. Goodman, 

C o n s u l t i n g S t a t i s t i c i a n o f the U.N. f o r L a t i n A m e r i c a , b a sed i n S a n -

t i a g o , C h i l e . For a d d i t i o n a l d e t a i l , see a m imeographed s t a t e m e n t 



on s u r v e y m e t h o d o l o g y i n L a t i n Amer i can M a r k e t P l a n n i n g C e n t e r , 

M i c h i g a n S t a t e U n i v e r s i t y , E a s t L a n s i n g , M i c h i g a n . ) I n t he above 

f o r m u l a , t h e r e a re two knowns , Pm and f t , and Fw i s the o n l y un -

known. Pm i s g i v e n once and the munioipios a re r andomly s e l e c t e d 

and f ^ i s a r b i t r a r i l y d e t e r m i n e d by the s a m p l i n g f r a c t i o n d e s i r e d 

f o r each a rea o r commod i ty . I n ou r fa rm i n t e r v i e w i n g , the sam-

p l i n g f r a c t i o n was s e t a t 1 . 4% o f the p o p u l a t i o n . Wi th Pm and f t 

d e t e r m i n e d , the e q u a t i o n can be s o l v e d f o r F , wh i ch i s the sam-

p l i n g f r a c t i o n w i t h i n a p a r t i c u l a r munioipio. U s i n g t h i s f o r m u l a , 

the samp le s i z e f o r each s amp led munioipio was d e t e r m i n e d f o r each 

commod i ty . T h i s f i g u r e was t hen a d j u s t e d so t h a t the f i n a l s amp le 

s i z e i n a l l the munioipios s e l e c t e d p r o d u c e d an o v e r - a l l s a m p l i n g 

f r a c t i o n o f 1 . 4 % . 

G i ven t he sample s i z e w i t h i n each munioipioj a s k i p i n t e r v a l 

was c a l c u l a t e d f o r e a c h . The s k i p i n t e r v a l e q u a l e d the number o f 

i n t e r v i e w s d e s i r e d i n each munioipio d i v i d e d by the number o f p r o -

d u c e r s i n t h a t same munioipio. U s i n g a random s t a r t , the p r o d u c e r 

samp le c o u l d then be drawn. The p r o d u c e r sample f o r each munioipio 

was o v e r - s a m p l e d beyond the d e s i r e d number o f i n t e r v i e w s by 25% to 

a l l o w f o r uncomp le ted i n t e r v i e w s i n the r u r a l a r e a s due to i n a c c u -

r a c i e s o f the IBRA l i s t , i r r e l e v a n t ( t o u s ) fa rm s a l e s , p e o p l e mov-

i n g away, r e f u s a l s to c o o p e r a t e , e t c . I f t h i s m a r g i n o f o v e r - s a m -

p l i n g was not a d e q u a t e , even w i t h one c a l l - b a c k , to p r o v i d e t he 

d e s i r e d number o f i n t e r v i e w s i n each munioipio, a s y s t e m o f r e p l a c e -

ment s a m p l i n g was then d e v e l o p e d f o r use i n the f i e l d . Once the 

o r i g i n a l sample was u sed up , a r e p l a c e m e n t samp le was r andomly d rawn , 

a l s o w i t h a 25% m a r g i n . T h i s p r o v i d e d the names needed to a c h i e v e 

the d e s i r e d number o f i n t e r v i e w s p e r munioipio. 

I n p u t D i s t r i b u t i o n Sample 

The r u r a l a r e a s i n wh i ch i n p u t d i s t r i b u t o r s were s u r v e y e d were 

the same a r e a s i n wh i ch f a rm i n t e r v i e w i n g was done. A l i s t o f i n p u t 

d i s t r i b u t o r s i n t h e s e a r e a s was c o m p i l e d u s i n g two b a s i c s o u r c e s . 

F i r s t , a l i s t o f f i r m s s e l l i n g t h e s e i n p u t s was c o m p i l e d f r om t h o s e 

r e g i s t e r e d w i t h Dunn and B r a d s t r e e t as o f 1 966 . S e c o n d l y , a l i s t 

o f f i r m s i n each a r e a was c o m p i l e d i n the f i e l d to s u p p l e m e n t the 

Dunn and B r a d s t r e e t l i s t . I n p u t d i s t r i b u t o r s were then s y s t e m a t i c a l -

l y s e l e c t e d f o r i n t e r v i e w i n g by g i v i n g p r e f e r e n c e to t h o s e who s o l d 

modern fa rm i n p u t s such as f e r t i l i z e r s and i n s e c t i c i d e s . A t o t a l o f 

30 i n t e r v i e w s was c o m p l e t e d . 



The A s s e m b l e r S u r v e y s 

I n o r d e r to d e s c r i b e and e v a l u a t e the m a r k e t i n g s y s t e m be -

tween ma jo r s u p p l y a r e a s and R e c i f e f o r the f i v e c o m m o d i t i e s , i t 

was n e c e s s a r y to i n t e r v i e w a c r o s s - s e c t i o n o f a s s e m b l e r s and p r o -

c e s s o r s i n the r u r a l a r e a s where f a r m e r s a m p l i n g was done. S i n c e 

no c o m p r e h e n s i v e l i s t s o f s u c h r u r a l a s s e m b l e r s and p r o c e s s o r s 

c o u l d be l o c a t e d , p r o j e c t p e r s o n n e l d e v e l o p e d p o p u l a t i o n f r ames 

i n each municipio s e l e c t e d f o r f a r m e r s a m p l i n g as w e l l as f o r 

ma j o r m a r k e t i n g c e n t e r s i n t he a r e a . The ma jo r s o u r c e s o f i n f o r -

m a t i o n f o r d e v e l o p i n g t h e s e p o p u l a t i o n l i s t s were l o c a l p u b l i c 

s e r v a n t s , community l e a d e r s , and a s s e m b l e r s . 

As p o p u l a t i o n l i s t s were d e v e l o p e d , f i r m s were c l a s s i f i e d 

a c c o r d i n g to volume o f p r o d u c t h a n d l e d and p o s i t i o n i n the ma rke t 

c h a n n e l . The c r i t e r i a f o r s t r a t i f i c a t i o n a re d i s c u s s e d be low. 

1. The f i r s t s t r a t u m i s c a l l e d " l a r g e c o o r d i n a t e d 
a s s e m b l e r s . " These were b a s i c a l l y t h o s e a s s e m b l y 
f i r m s wh i ch made a r e g u l a r p r a c t i c e o f b y p a s s i n g 
one o r more o f the t r a d i t i o n a l a s s e m b l e r l e v e l s . 
I n the c a se o f r i c e , t hey s e l l to Ta rge r e t a i l e r s . 
C o o r d i n a t e d bean a s s e m b l e r s s e l l d i r e c t l y to R e c i f e 
w h o l e s a l e r s . There a re no c o o r d i n a t e d man ioc a s s e m -
b l e r s . 

2 . The s e c o n d s t r a t u m i s l a b e l e d " m e d i u m - s i z e d u rban 
a s s e m b l e r s . " These a s s e m b l e r s buy p r i n c i p a l l y i n 
the c o n v e r g e n c e c e n t e r s and s e l l t h r o u g h r e g u l a r 
ma rke t c h a n n e l s r a t h e r than b y p a s s i n g c e r t a i n a s s em-
b l e r s . 

3 . " M e d i u m - s i z e d r u r a l a s s e m b l e r s " a re l o c a t e d i n c o n -
v e r g e n c e c e n t e r s and buy i n the s u r r o u n d i n g munioi-
pios and f e i r a s . These f i r m s a l s o g e n e r a l l y s e l l 
to 1 a r g e r a s s e m b l e r s . 

4 . The f o u r t h s t r a t u m , l a b e l e d " s m a l l u rban a s s e m b l e r s , " 
i s made up o f a s s e m b l e r s l o c a t e d i n c oun t y s e a t s o r 
s m a l l e r t o w n s . The volume o f p r o d u c t h a n d l e d by s u ch 
f i r m s i s s l i g h t l y l e s s than m e d i u m - s i z e d a s s e m b l e r s . 
T h e i r p u r c h a s e s a re made from o t h e r a s s e m b l e r s o r 
f a r m e r s w i t h i n the munioipio i n wh i ch the f i r m i s 
1 o c a t e d . 

5 . " S m a l l r u r a l a s s e m b l e r s " h a n d l e about the same volume 
as s m a l l u rban a s s e m b l e r s bu t a re l o c a t e d i n s m a l l 
v i l l a g e s o r i n r u r a l a r e a s . F r e q u e n t l y t h e s e a s s e m -
b l e r s own n e i g h b o r h o o d s t o r e s and exchange s u p p l i e s 
f o r the f a r m e r s ' c o m m o d i t i e s . I n o t h e r c a s e s , s m a l l 
r u r a l a s s e m b l e r s a re f a r m e r s who make p u r c h a s e s f rom 
ne i g h b o r s . 

6 . The s i x t h s t r a t u m i s made up e x c l u s i v e l y o f " i t i n e r a n t 
a s s e m b l e r s . " These a re t h o s e p r o d u c t b u y e r s w i t h 
t h e i r own t r u c k s o r t h o s e who r e n t t r a n s p o r t a t i o n i n 



o rde r to t r a v e l from one r u r a l a rea to ano the r 
making pu r cha se s from fa rmer s or most o f t e n from 
o t h e r a s s e m b l e r s . P o p u l a t i o n l i s t s f o r t h i s 
s t r a t u m were q u i t e i nadequate due to the d i f f i -
c u l t y of l o c a t i n g such a s s e m b l e r s . 

A f t e r s t r a t i f i c a t i o n , random samples were drawn i n each s u r -

vey, u s i n g a h i g h e r s a m p l i n g r a te among l a r g e and med ium- s i zed a s -

s e m b l e r s . When the a s s emb le r s u r v e y data were t a b u l a t e d , w e i g h t i n g 

was a p p l i e d i n o r d e r to c o r r e c t f o r the h i g h s a m p l i n g r a te among 

l a r g e and med ium- s i zed a s s e m b l e r s . T h i s a s s u r e d equal r e p r e s e n t a -

t i o n f o r each o f the s t r a t a and at the same time gua r an teed the 

i n c l u s i o n o f the l a r g e r and more i n f l u e n t i a l a s sembly f i r m s . 

The I n d u s t r i a l S u r vey 

I d e n t i f i c a t i o n of the U n i v e r s e 

I n o r de r to shed a d d i t i o n a l l i g h t on i n t e r n a l market d e v e l o p -

ment p r o c e s s e s , tho se i n d u s t r i e s and f i r m s which met one or more o f 

the f o l l o w i n g c r i t e r i a were i n c l u d e d i n the i n d u s t r i a l s u r v e y . 

1. The f i r m must produce and s e l l consumer goods to 
R e c i f e and/or i t s f o od shed . Such n o n - f o o d consumer 
goods p r o v i d e an i n c e n t i v e f o r p a r t i c i p a n t s i n the 
economy to produce more so as to i n c r e a s e t h e i r 
income and s t a n d a r d o f l i v i n g . The ma rke t i n g o f 
such non - f ood s was s t u d i e d i n the urban market s y s -
tem. 

2. The f i r m must be i n v o l v e d i n food p r o c e s s i n g , the 
m a j o r i t y of such ou tpu t be ing f o r R e c i f e and i t s 
f ood shed . Such f i r m s not o n l y s u p p l y foods such 
as m i l k , meat and bread i n the a r e a , but a l s o use 
raw m a t e r i a l s p roduced i n the R e c i f e f ood shed . 
Thu s , such f i r m s ' s u p p l i e r s are s t u d i e d from the 
p e r s p e c t i v e of the r u r a l market s y s tem. F u r t h e r -
more, the s a l e s o f such f i r m s are s t u d i e d as p a r t 
o f the urban market s y s tem. 

3. The l a s t c a t e g o r y i s made up o f m a n u f a c t u r e r s o f 
farm i n p u t s such as f e r t i l i z e r s , i r r i g a t i o n tubes 
and imp lements . These m a n u f a c t u r i n g f i r m s s e l l 
t h e i r p r o d u c t s to the r u r a l a reas i n the f oodshed 
and are a p o t e n t i a l i n f l u e n c e on the p r o d u c t i v i t y 
and p r o p e n s i t y f o r f a rmer s to change. 

The R e c i f e f i r m s q u a l i f y i n g under these c o n d i t i o n s are g rouped 

i n t o th ree broad c a t e g o r i e s : food p r o c e s s i n g , farm i n p u t s , and con-

sumer goods . The f i r m s making up the i n d u s t r i e s i n c l u d e d i n each 

c a t e g o r y were s e l e c t e d from a comprehens i ve l i s t . T h i s l i s t i n c l u d e d 

a l l m a n u f a c t u r i n g f i r m s l o c a t e d i n g r e a t e r R e c i f e and combined l i s t s 

p r o v i d e d by SUDENE ' s Department of I n d u s t r y , USA ID , the U .S . c o n s u l -

a t e , Dunn and B r a d s t r e e t , FUNDI NOR and the R e c i f e t e l ephone d i r e c t o r y . 



Each o f the f i r m s had to meet one of the c r i t e r i a l i s t e d . I n 

every i n d u s t r y but the wheat p r o c e s s i n g , consumer g o o d s , and 

f u r n i t u r e i n d u s t r i e s , al 1 f i r m s were i n t e r v i e w e d . I n those t h ree 

i n d u s t r i e s , due to the e x i s t e n c e o f many f i r m s , the p rocedu re 

adopted i n c l u d e d i n t e r v i e w i n g the dominant f i r m s and a randomly 

s e l e c t e d sample of the o t h e r f i r m s . 

Q u e s t i o n n a i r e Content 

The i n t e r v i e w p rocedure f o l l o w e d i n s t u d y i n g the f i r m s i n -

c l uded between one and f o u r t h r e e - h o u r d i s c u s s i o n s w i t h managers 

and/or owners o f the f i r m . The managers i n t e r v i e w e d were r e s p o n -

s i b l e f o r the f i r m s 1 p r o d u c t i o n a c t i v i t i e s , m a r k e t i n g and s a l e s 

e f f o r t s and f i n a n c i a l a s p e c t s . Such i n d i v i d u a l s are u s u a l l y i n 

the be s t p o s i t i o n to p r o v i d e the i n f o r m a t i o n s ough t and, i n gene -

r a l , were very c o o p e r a t i v e . 

Four a rea s o f i n f o r m a t i o n c o n c e r n i n g the f i r m s ' o p e r a t i o n s 

and d e c i s i o n p r ocedu re s i n c l u d e d : 

1. the p e r c e i v e d e f f e c t on the f i r m s ' o p e r a t i o n s due 
to a c t i v i t i e s of c o m p e t i t o r s , 

2. the na tu re o f the f i r m s ' r e l a t i o n s h i p s w i t h t h e i r 
s u p p l i e r s of raw m a t e r i a l s , 

3. the c h a r a c t e r of the f i r m s ' m a r k e t i n g d i s t r i b u t i o n 
a c t i v i t i e s and the impor tance of such a c t i v i t i e s 
i n the f i r m s ' o p e r a t i o n s , and 

4. some f a c t o r s r e l a t e d to the i n t e r n a l o p e r a t i o n s of 
the f i r m s . The data from these i n t e r v i e w s was hand 
t a b u l a t e d and a n a l y z e d a l ong w i th i n f o r m a t i o n on 
the use of 34/18 i n ve s tmen t funds from SUDENE, Dunn 
and B r a d s t r e e t r e p o r t s , and gene ra l i n f o r m a t i o n from 
FUNDINOR and government s t a t i s t i c a l p u b l i c a t i o n s . 



APPENDIX B 

THE RECIFE SYSTEMS MODEL: 

STRUCTURE, EQUATIONS, AND PARAMETER INPUTS 

O r g a n i z a t i o n o f the Append ix 

Append ix B i s meant to s e r v e two a u d i e n c e s : f i r s t , as a 

supp lement to Chapter 11 f o r r eade r s who want to a n a l y z e i n more 

depth the s t r u c t u r e and r e l a t i o n s h i p s o f the model ; and s e cond , 

f o r r e a d e r s i n t e r e s t e d i n knowing s p e c i f i c parameter i n p u t i n f o r -

mat ion f o r the base s i m u l a t i o n and re form s i m u l a t i o n s p r e s e n t e d 

i n Chapter 13. The Append ix i s d i v i d e d i n t o th ree p a r t s : 

1. The gene ra l s t r u c t u r e o f the model computer p rogram. 

2. Verbal e q u a t i o n s f o r each s e c t o r i n the model. 

3. Parameter d e f i n i t i o n s , v a l u e s i n a l l s i m u l a t i o n s , 
and s o u r c e s o f parameter i n f o r m a t i o n . 

Those i n t e r e s t e d i n more d e t a i l than i s p r e s e n t e d here 

r e l a t e d to the s t r u c t u r e o f p a r t i c u l a r s e c t o r s are r e f e r r e d to 

"A Sys tems Model f o r Marke t Development P l a n n i n g : N o r t h e a s t 

B r a z i l , " an u n p u b l i s h e d Ph.D. t h e s i s by Thomas R. Webb. The 

computer program and a workbook d e t a i l i n g i t s use are a l s o a v a i l -

a b l e , a t c o s t , f rom the L a t i n Amer ican Marke t P l a n n i n g Center at 

M i c h i g a n S t a t e U n i v e r s i t y . 

Genera l S t r u c t u r e o f the Model 

The Model S o l u t i o n 

The means to o b t a i n a s o l u t i o n i n any time p e r i o d w i t h i n a 

s i m u l a t i o n run i s s e q u e n t i a l i n na tu re and not s i m u l t a n e o u s . 

Thu s , the model i s termed " q u a s i - d y n a m i c . " I n s t e a d o f o b t a i n i n g 

an ave raged r e s u l t f o r each time p e r i o d , the s e q u e n t i a l s o l u t i o n 

r e q u i r e s i n p u t s at the b e g i n n i n g o f a time p e r i o d and s t a t e s r e -

s u l t s at the end o f t h a t t ime p e r i o d . The r e s u l t s at the end o f 

a p r e v i o u s time p e r i o d become the i n i t i a l i n p u t s f o r the b e g i n -

n i ng o f the next t ime p e r i o d . Thu s , f o r example, the s e q u e n t i a l 

s o l u t i o n demands an i n p u t d e f i n i t i o n o f income, which i s the r a te 

at which income i s be ing g e n e r a t e d at the b e g i n n i n g o f a time 

p e r i o d . A f t e r s i m u l a t i o n f o r the time p e r i o d , c o n s i d e r i n g a l l 

changes t a k i n g p l a ce i n the s y s t e m , a new ra te o f income g e n e r a -



t i o n r e s u l t s f o r the end o f the time p e r i o d . Th i s r a te i s used 

as the r a te o f income f o r the b e g i n n i n g of the i lext time p e r i o d , 

and so on. 

The e f f e c t s o f u t i l i z i n g the s e q u e n t i a l s o l u t i o n are t h a t 

the p l a n n e r has more f l e x i b i l i t y i n d e t e r m i n i n g what v a r i a b l e s or 

r e l a t i o n s h i p s " d r i v e " the sy s tem and t h a t d i s e q u i l i b r i u m s o l u t i o n s 

are p e r m i t t e d . When the model i s used i n s h o r t - r u n s i t u a t i o n s , 

t h i s d i s e q u i l i b r i u m q u a l i t y cou ld be ve ry u s e f u l . 

Model S u b - r o u t i n e s and the Computer Program 

There are f o u r d i s t i n c t t ypes o f s u b - r o u t i n e s i n the program 

of the model : 

A l g e b r a i c M a n i p u l a t i o n S u b - r o u t i n e s - These s u b - r o u t i n e s 

s e r v i c e the model by p r o v i d i n g e f f i c i e n t c a l c u l a t i o n s i n such 

a reas as m a t r i x m u l t i p l i c a t i o n , a d d i t i o n , s u b t r a c t i o n , t r a n s p o s e s 

and i n v e r s e s . One p a r t i c u l a r s u b - r o u t i n e c a l l e d "move" adds s i g -

n i f i c a n t f l e x i b i l i t y and e f f i c i e n c y to the program. W r i t t e n i n 

CDC Compass As sembly l anguage under the drum scope s y s t em, i t 

pe rm i t s any m a t r i x e n t r y or s y s t e m a t i c s e t o f e n t r i e s to be moved 

to ano the r m a t r i x o f d i f f e r e n t d imen s i on s to form a d i f f e r e n t a r -

rangement of e n t r i e s . T h u s , m a t r i x rows can be moved to co lumns , 

columns to d i a g o n a l s , and a s u b - s e t o f a v e c t o r or s y s t e m a t i c a l l y 

chosen s e t o f e n t r i e s to any s y s t e m a t i c a l l y chosen s e t o f e n t r i e s 

i n any o t h e r d imens ion m a t r i x . T h i s r o u t i n e i s a l s o used to 

s t o r e i n f o r m a t i o n between time p e r i o d s . The a l g e b r a i c s u b - r o u t i n e s 

are w r i t t e n i n e i t h e r F o r t r a n IV o r CDC Compass Assembly l a n g u a g e . 

I n t e r n a l S t r u c t u r e S u b - r o u t i n e s - These s u b - r o u t i n e s are the 

p r ima ry economic s e c t o r s d e f i n e d i n the model: Con sumpt i on - I ncome, 

D i s t r i b u t i o n , I n d u s t r y , R u r a l , Other R e c i f e , and S o u t h - I m p o r t / E x -

p o r t . Each economic s e c t o r i s a s e p a r a t e s u b - r o u t i n e b u i l t i n d e -

p e n d e n t l y , then l i n k e d to the o t h e r s e c t o r s by the na tu re o f 

i n t e r - s e c t o r f l ows o f goods and s e r v i c e s i n the s y s tem. Many 

d i f f e r e n t k i n d s o f mathemat ica l and l o g i c s t a tement s are i n c l u d e d 

i n t h i s segment of the model. There are a p p r o x i m a t e l y 5 ,000 s t a t e -

ments i n the main program and economic s u b - r o u t i n e s . Very l i t t l e 

d i r e c t mathemat ica l m a n i p u l a t i o n i s done, however, i n any of these 

r o u t i n e s , w i th a l a r g e pe r cen tage of the s t a tement s be ing " c a l l s " 

to the a l g e b r a i c s u b - r o u t i n e s . Some o f the types o f s t a tement s 

a r e : 

1. Economic i d e n t i t i e s such as food pu r cha se s i n s u p e r -
markets e q u a l i n g the p r o p o r t i o n of food e x p e n d i t u r e s 



spent i n s upe rmarke t s t imes the l e v e l o f food 
expendi t u r e s . 

2. Economic r e l a t i o n s h i p s , such as i n p u t s e q u a l i n g 
a t e c h n i c a l c o e f f i c i e n t t imes o u t p u t . 

3. L o g i c s t a tement s which permi t v a r i o u s a s s umpt i on s 
on l o c a t i o n and magn i tudes o f f l ows and on r e l a -
t i o n s h i p s w i t h i n economic s e c t o r s . 

A l l r e l a t i o n s h i p s are d e t e r m i n i s t i c i n n a t u r e , but t h i s a s sumpt i on 

can be m o d i f i e d by u s i n g the PERs ( p l a n n e r e n t r y r o u t i n e s ) . A l s o , 

most o f the r e l a t i o n s h i p s are non- t ime v a r i a n t i n the i n t e r n a l 

s t r u c t u r e o f the mode l , which pe rm i t s wide f l e x i b i l i t y i n the 

cho i ce o f dynamic r e l a t i o n s h i p s . They must , however, be i n c o r p o -

r a t e d i n PERs , not i n the i n t e r n a l s t r u c t u r e . V i r t u a l l y a l l p a r a -

meter i n p u t s are g i v e n to the model each t ime p e r i o d so t h a t 

s u b - r o u t i n e s c o n t a i n i n g dynamic r e l a t i o n s h i p s can be "hooked up" 

to the i n t e r n a l s t r u c t u r e w i t h l i t t l e d i f f i c u l t y . Parameter i n -

p u t s , about 1 ,200 per time p e r i o d , can be r e c e i v e d by the i n t e r n a l 

s u b - r o u t i n e s th rough exogenous i n p u t or from the PERs . 

I t i s t h i s segment o f the computer p rog ram, the i n t e r n a l 

economic s t r u c t u r e of the model , which i s expanded i n d e t a i l v i a 

ve rba l e q u a t i o n s and parameter d e f i n i t i o n s , v a l u e s , and s o u r c e s . 

P l a n n e r En t r y Rou t i ne s (PERs ) - C l u s t e r e d around the i n t e r n a l 

s t r u c t u r e s u b - r o u t i n e s are any number o f p l a n n e r e n t r y r o u t i n e s 

which p r o v i d e the p r imary p l a n n e r f ocu s o f the model. I t i s 

t h rough the u t i l i z a t i o n of these r o u t i n e s t h a t the p l a n n e r can 

e n t e r the model. E s s e n t i a l l y , they a l l ow the f l e x i b i l i t y t o : 

1. Change economi c r e l a t i o n s h i ps i n such a reas as 
economic s u p p l y and demand r i g i d i t y , and expand 
f u n c t i o n a l r e l a t i o n s h i p s to i n c l u d e o t he r v a r i a -
b l e s . 

2. Q u a n t i f y a s s umpt i on s o f program imp lementa t i on 
which r e l a t e p o l i c y v a r i a b l e s under h i s c o n t r o l 
( g e n e r a l l y not i n c l u d e d i n the i n t e r n a l s t r u c t u r e ) 
and the prime economic v a r i a b l e s i n the s y s tem. 

The f i r s t i s a c comp l i s hed th rough u t i l i z a t i o n o f the D e c i s i o n 

Rou t i ne s (Consumer I and C a p i t a l I I ) or by d e v e l o p i n g new PERs to 

f i t p a r t i c u l a r problem a n a l y s e s or h y p o t h e s i z e d s t r u c t u r a l c o n d i -

t i o n s . Thu s , f o r example, i n d u s t r i a l demand f o r l a b o r ( i n t e r n a l -

l y a f u n c t i o n o n l y o f o u t p u t ) can be expanded by r e l a t i n g i t to 

c a p a c i t y and c a p i t a l changes . The second i s a c comp l i s hed v i a the 

i n ve s tmen t s e c t o r , where r o u t i n e s can be b u i l t which e x p l i c i t l y 

r e l a t e i n ve s tment f a c t o r s and p o l i c y v a r i a b l e s ( such as c r e d i t ) 



to economic v a r i a b l e s ( such as t e c h n i c a l c o e f f i c i e n t s , m a r g i n s , 

l and y i e l d s , o r s p o i l a g e ) u t i l i z e d i n the i n t e r n a l s t r u c t u r e o r 

deve loped i n ano the r PER ( e . g . , d e v e l o p i n g a PER r e l a t i n g i n v e s t -

ment changes to the v a l u e s o f p a r t i c u l a r d e c i s i o n r u l e s i n the 

D e c i s i o n Rou t i ne -Con sumer I ) . 

I t was ment ioned i n the p r e v i o u s s e c t i o n t h a t most o f the 

r e l a t i o n s h i p s are non - t ime v a r i a n t and a l l are d e t e r m i n i s t i c i n 

the i n t e r n a l s t r u c t u r e o f the model. The PER p r o v i d e s the o p p o r -

t u n i t y to u t i l i z e dynamic r e l a t i o n s h i p s and random or p r o b a b i l i s -

t i c r e l a t i o n s h i p s . F u r t h e r , w h i l e the r e s u l t s i n any g i v e n s i m u -

l a t i o n may be d e t e r m i n i s t i c , there i s f l e x i b i l i t y to t e s t d i s t r i -

b u t i o n v a r i a b i l i t y o f i n p u t v a l u e s and f u n c t i o n a l r e l a t i o n s h i p s . 

Any t ime the model i s s i m u l a t e d , the absence or p re sence o f 

PERs determines the f i n a l economic s t r u c t u r e assumed f o r t h a t 

p a r t i c u l a r s i m u l a t i o n . For example, i f no e x p l i c i t PER i s d e v e l -

oped f o r d e t e r m i n i n g i n d u s t r i a l l a b o r demand, then the a s s umpt i on 

w i t h i n the i n t e r n a l s t r u c t u r e ( r e l a t e d o n l y to the l e v e l o f o u t p u t ) 

i s i n f o r c e . F r e q u e n t l y , however , many o f these r e l a t i o n s h i p s can 

be e s t i m a t e d on " p e n c i l and pape r " o u t s i d e the model and then t ime-

v a r i a n t parameter i n p u t s r e p r e s e n t i n g the assumed r e l a t i o n s h i p can 

be g i v e n each time p e r i o d . 

The parameter i n p u t s demanded by the i n t e r n a l s t r u c t u r e p r o -

v i de the l i n k between the PERs and the i n t e r n a l s t r u c t u r e . F u r t h e r , 

PERs can use o t h e r i n p u t i n f o r m a t i o n or p u l l t o g e t h e r m u l t i p l e 

parameter i n p u t s i n t o one r e l a t i o n s h i p as dependent or i ndependent 

v a r i a b l e s . The on l y r equ i r emen t i s t h a t when the i n t e r n a l s t r u c -

tu re " n e e d s " a parameter va l ue i t be a v a i l a b l e e i t h e r from an exo -

genous s ou r ce or from a PER. 

I n c l u d e d i n the ve rba l e q u a t i o n s i s a d e s c r i p t i o n o f two 

P E R s - - t h e D e c i s i o n Rou t i ne s Consumer I and C a p i t a l I I . 

S i m u l a t i o n P r i n t Rou t i ne s - O n e o f the un ique f e a t u r e s o f the 

R e c i f e s y s tems model i s the e x t e n s i v e and d e t a i l e d i n f o r m a t i o n 

c a l c u l a t e d and p r i n t e d each time p e r i o d o f a s i m u l a t i o n . S i x t y 

pages o f p r i n t o u t are g e n e r a t e d each time p e r i o d , i n c l u d i n g de-

t a i l s o f assumed i n p u t p a r a m e t e r s , c o s t and p r o f i t a c c o u n t i n g 

s c h e d u l e s , and b a s i c economic a n a l y s e s f o r each s e c t o r and each 

component w i t h i n a s e c t o r o f the model. A l s o , a b r i e f summary 

a n a l y s i s f o r the t o t a l s y s tem i s p r e s e n t e d . A l l r e s u l t s are 

p r i n t e d i n e a s i l y unde r s t ood t a b l e and c h a r t format w i th the e x -

c e p t i o n o f the D e c i s i o n Rou t i ne -Consumer I . T h i s r o u t i n e u t i l i z e s 

a t e x t format to c l e a r l y p r e s e n t the v a r i o u s d e c i s i o n r u l e s , how 

they were u sed , and t h e i r e f f e c t s . 
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The Computer Program - The s u b - r o u t i n i z e d s t r u c t u r e o f the 

computer program f o r the model has been o u t l i n e d . The program i s 

composed o f f o u r i n t e r r e l a t e d s e t s o f s u b - r o u t i n e s : a l g e b r a i c 

s e r v i c e r o u t i n e s , i n t e r n a l s t r u c t u r e s u b - r o u t i n e s , p l a n n e r e n t r y 

r o u t i n e s , and p r i n t r o u t i n e s . The model can be s i m u l a t e d f o r any 

number o f time p e r i o d s , w i th each p e r i o d run consuming about 25 

s e c o n d s . The model i s s e t up to run under the F o r t r a n O v e r l a y 

System o f a Con t r o l Data 3400/3600/3800 computer s y s tem u s i n g the 

drum scope o p e r a t i n g s y s tem. U s i n g the o v e r l a y sy s tem r e q u i r e s 

about 28 ,000 memory u n i t s , some of which cou l d be e l i m i n a t e d i f 

g r e a t e r s e gmen ta t i on were attempted i n the o v e r l a y s y s tem. T h i s 

would s a c r i f i c e s i g n i f i c a n t o p e r a t i n g e f f i c i e n c y . The program 

can be run w i t h o u t o v e r l a y s i n a minimum of 40 ,000 a v a i l a b l e 

memory u n i t s . With the e x c e p t i o n o f a few of the data m a n i p u l a -

t i o n r o u t i n e s w r i t t e n on CDC Compass Assembly l a n g u a g e , a l l p r o -

gramming i s i n F o r t r a n I V . 

The program i s s t r u c t u r e d to a l l ow any s e c t o r o r s u b - s e t o f 

s e c t o r s i n the model to be s i m u l a t e d i n d e p e n d e n t l y w i t h o u t a l t e r a -

t i o n o f the p r e s e n t program beyond c e r t a i n c o n t r o l s t a t e m e n t s . 

F i g u r e B . l p r e s e n t s the ac tua l computa t i ona l sequence o f the 

R e c i f e Sys tems Model s o l u t i o n . The s o l i d l i n e g i v e s the ac tua l 

sequence o f the computer s i m u l a t i o n p rogram; the do t ted l i n e shows 

o t he r i n f o r m a t i o n t r a n s f e r s between s e c t o r s i n the model. F o l l o w -

i n g the f i g u r e , the ve rba l e q u a t i o n s are d e t a i l e d . 



Figure B.l Simplified Computational Sequence for the Recife Systems Model 

CALL PERIOD READS 
Read in all para-
meters to be input 
each time period 

CONSUMPTION INCOME SECTOR 
Given rate of income generation, price levels and 
other required parameter values, compute the level 
of consumer expenditures by type of good and location 
of purchase 

1 L 

INDUSTRY SECTOR (A) 
Compute the initial 
output for consumer 
goods and processed 
food industry types 

t 
THE URBAN DISTRIBUTION SECTOR 
Given consumer expenditures by 
type, compute variable factor 
inputs, raw material demand, 
profits and tentative sources 
of input product purchases 

_ L 
THE RURAL SECTOR (A) 
Compute rural product 
outputs and their 
initial distribution 

t 

THE DECISION ROUTINE-CONSUMER I 
According to given decision 
short-run differences betwee 
demand for non-processed foo 
& consumer goods. Finalize: 
and rural outputs and their 
tion of purchases for given 

rules allocate any 
n local supply and 
d, processed food, 
relevant industry 
distribution; loca-
final demands 

INDUSTRY SECTOR (B) 
Compute other industry type 
outputs, then given total 
outputs of all types compute 
variable factor inputs, raw 
material demands, and sources 
of purchases 

INVESTMENT SECTOR 
Given the level of investment 
from all sources, calculate the 
necessary "economic flows" re-
quired for model simulation 
solution (labor, materials, and 
equi pment) 

"I 
i 
I 

_ L 

JL 
THE RURAL SECTOR (B) 

1.Compute final rural consumer 
expenditure levels and location 
of purchases. 

2.Compute variables inputs, raw 
material demands, profits and 
tentative locations of purchase 

OTHER RECIFE SECTOR 
Given termi nal demand, investment 
and I/O coefficients, compute the 
final output of each sector unit; 
inter-sectoral transactions; and 
the levels of wage income, non-
wage income, and the level and 
tentative sources of purchase for 
the external demands of material 
and equipment by this sector on 
all other sectors 

THE DECISION ROUTINE-CAPITAL II 
The allocation of local industry output of capital 
oriented goods given the demands placed on the 
outputs from the urban sectors through the Other 
Recife Sector and from the Rural Sector 

CALL PRINT 
ROUTINES FOR: 

Cons umpti on-Income 
Sector; Distribu-
tion Sector; Deci-
sion Routine-Con-
sumer I 

FINAL CALCULATIONS AND FLOW EQUALIZATIONS 
Make necessary alterations in Industry Sector, 
Rural Sector, and Other Recife Sector due to 
both decision routines (generally in sources 
of purchase and distribution of outputs 

CALL PRINT 
ROUTINES FOR: 

Industry Sector; 
Other Recife Sec-
tor; Rural Sector 

COMPUTE GENERAL SYSTEM 
PERFORMANCE INDICATORS AND 
PRINT SUMMARY STATEMENTS 
FOR THIS TIME PERIOD 

COMPUTE END OF TIME 
PERIOD RATE OF URBAN 
AND RURAL INCOME 
GENERATION 

If the system is 
Quasi-closed (if 
not, income is 
exogenous next 
time period also) 

CALL MAIN PROGRAM 1 CALL INITIAL READS ^ E N T E R S 
Create Information Read in all parameters T I M E L 
Storage Inventory to be given in initial I L 0 0 p J 

time period only \ / 

/ g o TK 
NEXT ] 

" TIME R 
V ^ E R I O D / 



Internal Structure of the Model: 
Equations in Verbal Form 

The equations which follow outline in verbal form the charac-

ter of the internal structural relationships and of the Consumer I 

and Capital II planner entry routines for the Recife systems model. 

The definitive statement of the entire model is contained in the 

computer program and associated workbook. The program is not in-

cluded in this appendix because it was developed for and is com-

patible only with the Control Data 3600 system and because of its 

length (100 pages alone; with reference tables, 300 pages). 

By presenting the mathematics of the model in verbal form, 

the major emphasis is placed on explaining the assumed internal 

structural relationships. Therefore, there is no attempt to justify 

matrix order for proper mathematical manipulation. The abstraction 

from the program and the flexibility permitted in carrying out 

mathematical operations (such as the "move" routine defined earlier) 

makes matrix justification impossible. Presenting the mathematical 

structure formally would be exceedingly long and complex, and the 

structural assumptions would not be as clearly stated as they are 

in the verbal format used. 

The chart of the general model presents the framework in 

which to view the relationships and identities presented verbally 

(Figure B.2). 

Because the emphasis in this section is on presenting the 

economic assumptions as clearly as possible, the verbal equations 

are cross referenced with the discussion on parameter definitions, 

values, and sources presented later. All equations are numbered 

at the right-hand side of the page; these numbers are used in iden-

tifying the location of the equation when discussing the parameter 

inputs. In the section following this, all parameter definitions 

are listed and numbered. Where applicable, these numbers have been 

placed at the top of the appropriate verbal matrices. 
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The f o l l o w i n g e q u a t i o n s r e p r e s e n t the s t r u c t u r e o f a t y p i c a l 

consumer t ype . The s t r u c t u r e i s i d e n t i c a l f o r each o f the f i v e 

consumer c l a s s i f i c a t i o n s from very h i gh income to very low income. 

The d i f f e r e n c e s l i e i n the va l ue o f i n i t i a l income and the i n p u t 

v a l u e s o f the b a s i c p a r a m e t e r s , such as average p r o p e n s i t y to con -

sume and average p r o p e n s i t y to shop by type o f o u t l e t i n the d i s -

t r i b u t i o n s e c t o r . F i g u r e B . 3 , which p o r t r a y s the f low o f computa-

t i o n s , p recedes the e q u a t i o n s and shows t h a t a f t e r d i s p o s a b l e 

income i s de te rm ined , i n c remen ta l rea l income from s h i f t i n g buy i n g 

h a b i t s and then s e q u e n t i a l l y i n c rementa l rea l income from lower 

p r i c e s w i t h i n o u t l e t s i s c a l c u l a t e d . The r e s u l t g i v e s the f i n a l 

va lue o f consumer e x p e n d i t u r e s . A f t e r computa t i on s are made f o r 

each consumer c l a s s , the f i n a l e x p e n d i t u r e s are summed a c r o s s a l l 

consumer types to g i v e the t o t a l va lue o f e x p e n d i t u r e s by the 

consumpt ion - income s e c t o r by p r o d u c t c a t e go r y and l o c a t i o n o f p u r -

cha se . 
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The d i s t r i b u t i o n s e c t o r i s composed of s i x s e p a r a t e compo-

n e n t s : modern food d i s t r i b u t i o n channel , t r a d i t i o n a l s t r e e t and 

p u b l i c m a r k e t s , t r a d i t i o n a l n e i g hbo rhood s t o r e s , o t he r food chan -

n e l s , modern n o n - f o o d m e r c h a n d i s i n g c h a n n e l , and t r a d i t i o n a l non-

food m e r c h a n d i s i n g c h a n n e l . Consumer n o n - d u r a b l e goods f low 

t h rough the f i r s t th ree food c h a n n e l s . Thu s , there are n ine d i s -

t i n c t c l a s s i f i c a t i o n s or " p r o d u c t - c h a n n e l s . " F i g u r e B .4 i l l u s -

t r a t e s the f low o f c ompu ta t i o n s . The ve rba l e q u a t i o n s a p p l i c a b l e 

to each o f the n ine p r o d u c t - c h a n n e l t ypes are p r e s e n t e d , f o l l o w e d 

by the ve rba l e q u a t i o n s f o r one of the n i ne p r o d u c t - c h a n n e l s . 

D i f f e r e n c e s between channe l s l i e i n the na tu re of the p r oduc t mix 

and the p a r t i c u l a r v a l u e s i n p u t f o r such parameter s as l a b o r tech 

n i c a l c o e f f i c i e n t s , g r o s s m a r g i n , and s p o i l a g e . Other more compl 

d i f f e r e n c e s can be deve loped by u t i l i z i n g PERs ( p l a n n e r e n t r y 

r o u t i n e s ) . 
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The R e c i f e i n d u s t r y s e c t o r c o n s i s t s of seven i n d u s t r y com-

p o n e n t s : p r o c e s s e d f o o d , consumer g o o d s , a g r i c u l t u r a l i n p u t s , 

c o n s t r u c t i o n m a t e r i a l s , c a p i t a l equ ipment , s u p p l i e r g o o d s , and 

o t h e r . The a s s umpt i on s and c a l c u l a t i o n s are s i m i l a r f o r a l l but 

the s u p p l i e r goods i n d u s t r y t y p e , where ou tpu t i s a f u n c t i o n o f 

the l e v e l o f i n t e r - i n d u s t r y demand g e n e r a t e d i n the s e c t o r . The 

D e c i s i o n Rou t i ne -Consumer I i s employed i n d e t e r m i n i n g the f i n a l 

ou tpu t and the d i s t r i b u t i o n o f t h a t ou tpu t r e l a t i v e to l o c a l de-

mand f o r the i n d u s t r y types o f p r o c e s s e d food and consumer good s . 

The D e c i s i o n R o u t i n e - C a p i t a l I I i s used i n the a l l o c a t i o n o f the 

o u t p u t o f a g r i c u l t u r a l i n p u t s p r o d u c t i o n , c o n s t r u c t i o n m a t e r i a l s , 

c a p i t a l equ ipment , and o t h e r i n d u s t r i a l p r o d u c t i o n . Once ou tpu t 

i s de te rm ined , the i n t e r n a l c a l c u l a t i o n s which f o l l o w are i d e n t i -

cal f o r a l l seven i n d u s t r y t y p e s . See F i g u r e B.5 f o r an i l l u s t r a -

t i o n o f the f low o f computa t i on s i n the i n d u s t r y s e c t o r . 
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The o the r R e c i f e s e c t o r compr i s e s the remainder o f the urban 

economic a c t i v i t y i n R e c i f e . I t c o n t a i n s the n i ne d e f i n e d economic 

u n i t s as l i s t e d i n F i g u r e B . 6 , which i l l u s t r a t e s the f low o f compu-

t a t i o n s . The s e c t o r has two major p u r p o s e s : f i r s t , the r ound i ng 

out of economic a c t i v i t y , va l ue added, wages , and net p r o f i t d i s t r i -

b u t i o n from o t h e r economic u n i t s and i n ve s tmen t demand; s e c o n d , the 

t r a n s f e r o f i n ve s tmen t demand to c a p i t a l g o o d s , c o n s t r u c t i o n , and 

wages . S imp le c a l c u l a t i o n s are i n c l u d e d i n t h i s e x p l a n a t i o n o f the 

s e c t o r i n - o r d e r to show more c l e a r l y the s t r u c t u r e and a s s umpt i on s 

i n h e r e n t i n t h i s cong lomera te s e c t o r . I n t h i s s e c t o r the mathemat i -

cal t e chn i que o f the i n p u t / o u t p u t m a t r i x i n v e r s i o n i s employed to 

deve lop the l e v e l o f i n t e r - u n i t or i n t e r m e d i a t e demand gene r a t ed 

w i t h i n the n i ne economic u n i t s o f t h i s s e c t o r . 
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The r u r a l s e c t o r i s the l a r g e s t s e c t o r i n the model both 

from the s t a n d p o i n t o f economic a c t i v i t y i n t e r n a l to the s e c t o r 

and from the q u a n t i t y of mathemat ics n e c e s s a r y to c o n s t r u c t i t s 

s t r u c t u r a l a s s umpt i on s w i t h i n the model . There are s i x w e l l -

d e f i n e d components w i t h i n the r u r a l s e c t o r : a g g r e g a t e d r u r a l 

p r o d u c t i o n , s p l i t i n t o f o u r major p r oduc t c l a s s e s ; d i s a g g r e g a t e d 

r u r a l p r o d u c t i o n , where up to f i v e p r o d u c t g roups may be d e f i n e d 

apa r t from the more gene ra l ou tpu t d e t e r m i n a t i o n ( f o r i n - d e p t h 

a n a l y s i s o f t r a d i t i o n a l - m o d e r n t r a n s f o r m a t i o n ) ; r u r a l farm i n p u t 

d i s t r i b u t i o n ; r u r a l ou tput d i s t r i b u t i o n to l o c a l c on sumpt i on , 

R e c i f e , and e x p o r t ; r u r a l farm and non - f a rm con sumpt i on ; and 

o the r r u r a l economic a c t i v i t y ( s e r v i c e s , government , e t c . ) . The 

p r ima r y l i n k s w i th the o t h e r s e c t o r s i n the model are w i th the 

d i s t r i b u t i o n s e c t o r and i n d u s t r y s e c t o r o f urban R e c i f e . The 

d i s t r i b u t i o n s e c t o r i s l i n k e d to the r u r a l s e c t o r t h rough the 

D e c i s i o n Rou t i ne -Consumer I , which c o o r d i n a t e s the demand p l a c e d 

on the r u r a l s e c t o r f o r food by R e c i f e consumers and the s u p p l y 

which the r u r a l s e c t o r can make a v a i l a b l e to R e c i f e . The i n d u s -

t r y s e c t o r has many l i n k s w i t h the r u r a l s e c t o r : t h rough the i n -

put f a c t o r marke t , i n d u s t r y s u p p l i e s a g r i c u l t u r a l farm i n p u t s ; 

t h rough ou tpu t d i s t r i b u t i o n , i n d u s t r y demands a g r i c u l t u r a l food 

and n o n - f o o d p r o d u c t s from the r u r a l s e c t o r ; t h rough the D e c i s i o n 

R o u t i n e - C a p i t a l I I , which dete rmines the a v a i l a b i l i t y o f i n v e s t -

m e n t - o r i e n t e d goods from R e c i f e r e l a t i v e t o r u r a l s e c t o r demand; 

and f i n a l l y t h rough the D e c i s i o n Rou t i ne -Consumer I , where i n d u s -

t r y i s i n c o m p e t i t i o n w i t h the r u r a l s e c t o r i n s u p p l y i n g urban 

demand f o r p r o c e s s e d food and some consumer good s . 

The ve rba l e q u a t i o n s which f o l l o w are d i v i d e d i n t o f o u r 

c a t e g o r i e s : ou tpu t d e t e r m i n a t i o n , f i n a l consumpt ion de te rm ina -

t i o n , i n p u t f a c t o r d e t e r m i n a t i o n , and summary c a l c u l a t i o n s . The 

summary c a l c u l a t i o n s are n e c e s s a r y to ba l ance s u p p l y and demand 

f l ows f o r the e n t i r e s e c t o r , i t s i n t e r a c t i o n w i th the r e s t of the 

s y s t e m , and i m p o r t / e x p o r t . F i g u r e B.7 shows the gene ra l f low o f 

the s e q u e n t i a l computa t i on s f o r the r u r a l s e c t o r . 
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The D e c i s i o n Rou t i ne s ( P l a n n e r E n t r y R o u t i n e s ) 

The D e c i s i o n Rou t i ne -Consumer I - T h i s r o u t i n e i s composed o f 

a complex s e t of 500 mathemat ica l o p e r a t i o n s , l o g i c a l t e r n a t i v e 

s t a t e m e n t s , and p r i n t s t a t e m e n t s . The purpose o f the r o u t i n e i s 

to a l l ow the p l a n n e r to determine the p r o c e s s by which s h o r t - r u n 

s u p p l y and demand f o r food and consumer goods are ba l anced a c c o r d -

i n g to a d e f i n e d s e t o f d e c i s i o n r u l e s . The a b i l i t y o f Consumer I 

to c a r r y out the n e c e s s a r y o p e r a t i o n s i s i m p o r t a n t , but a l s o 

s t r e s s e d i s the a b i l i t y to p r e s e n t the r e s u l t s o f u s i n g Consumer I . 

T h u s , w i t h i n the r o u t i n e , a r eadab le t e x t fo rmat ou tpu t i s u t i l i z e d 

to i n d i c a t e which d e c i s i o n r u l e s were used and what t h e i r impact 

would be on a l l o c a t i n g any s h o r t - r u n s u r p l u s o r d e f i c i t . T a b u l a r 

summaries f o r the e n t i r e r o u t i n e are a l s o p r e s e n t e d . (Over 50 

p r i n t fo rmat s ta tement s are d e f i n e d to a ch i eve t h i s r e s u l t . ) 

The u s e r o f Consumer I i n p u t s two k i n d s o f pa ramete r s : f i r s t , 

" k e y s " which determine which d e c i s i o n s t a tement s to u s e ; and s e cond , 

the l e v e l of impact which a g i v e n d e c i s i o n s ta tement can have on a 

s u r p l u s o r d e f i c i t . 

The r a t i o n a l and the gene ra l s t r u c t u r e o f Consumer I are ade-

q u a t e l y d e s c r i b e d i n Chapter 11. The e x a c t " f l o w c h a r t " f o r the 

computer program of the r o u t i n e i s not i n c o r p o r a t e d i n t h i s a ppend i x , 

but i s a v a i l a b l e i n the workbook which accompanies the computer p r o -

gram. F i g u r e B .8 o u t l i n e s the f low o f d e c i s i o n r u l e s . I t i s f o l l o w -

ed by a l i s t i n g of the sequence of the r o u t i n e f o r d e f i c i t and s u r -

p l u s c o n d i t i o n s . The l e t t e r s and numbers i n the boxes of F i g u r e B.8 

c o r r e s p o n d to the sequence l i s t i n g which f o l l o w s the f i g u r e . 

The Sequence o f D e c i s i o n Ru le s - I n o r de r to e f f e c t i v e l y use 

the d e c i s i o n r o u t i n e , i t i s i m p e r a t i v e to unde r s t and the s p e c i f i c 

sequence which t a ke s p l a ce i n the a l l o c a t i o n o f any s u r p l u s o r de-

f i c i t wh ich m ight e x i s t . The f o l l o w i n g i s a v e rba l e x p l a n a t i o n of 

t ha t sequence . 

A. Sum the demands f o r l o c a l i n d u s t r y and the r u r a l s e c t o r by 

p r oduc t cl a s s i f i c a t i o n — p r o c e s s e d foods and consumer good s . Non-

p r o c e s s e d food comes o n l y from the r u r a l s e c t o r , so no summation i s 

needed. Sum the s u p p l y which the r u r a l s e c t o r and l o c a l R e c i f e 

i n d u s t r y s e c t o r have a l l o c a t e d to the R e c i f e market by p r oduc t 

c l a s s i f i c a t i o n . A g a i n , n o n - p r o c e s s e d food s u p p l y i s not summed. 

B. Compare the t o t a l s u p p l y from l o c a l s o u r c e s w i t h the t o t a l 

demand on the l o c a l s o u r c e s . I f they are e q u a l , c on t i nue on to the 

next s e t o f compar i sons and a l l o c a t i o n s . I f t he re i s a p o t e n t i a l 

d e f i c i t or s u r p l u s , c o n t i n u e . At any p o i n t i n the d e c i s i o n r o u t i n e 



F i g u r e B .8 The D e c i s i o n Rou t i ne -Con sumer I - -
The Flow o f D e c i s i o n s 

THE 
D I STR IBUT ION 
SECTOR 

Sum the Demands 
p l a ced on the 
Rura l S e c t o r & 
Loca l R e c i f e 
I n d u s t r y f o r one 
o f the p r o d u c t 
types (A) 

Sum the S u p p l i e s 
which are 
i n i t i a l l y made 
a v a i l a b l e to the 
l o c a l R e c i f e 
Demand (A) 

THE 
RURAL 
SECTOR 

THE 
INDUSTRY 
SECTOR 

COMPARE LOCAL 
SUPPLY & DEMAND 

INDUSTRY SECTOR 
has the f i r s t ( 1 ) 
o p p o r t u n i t y to 
r e a c t to d e f i c i t 

A1 low al 1 o r p a r t o f the 
d e f i c i t to be o f f s e t by 
one or more o f the 
f o l l o w i n g D e c i s i o n Ru le s 

Use o f Accumulated 
S u r p l u s i f 
A v a i l a b l e ( 2 ) 

D i v e r t to R e c i f e 
some Supp l y S e c t o r 
ou tpu t not i n i t i a l l y 
a l l o c a t e d to R e c i f e 

( 3 ) ( 5 ) 

The S upp l y S e c t o r r e a c t s ' 
w i t h an i n c r e a s e i n o u t -
put now and/or next time 
p e r i o d (4 ) 

I f D e f i c i t 
remains ( 6 ) 
a l l o w RURAL 

SECTOR 
to r e a c t 

I f D e f i c i t 
remains ( 7 ) 
a l l o c a t e a l l 
to impor t s 
SOUTH-IMPORT 

SECTOR 

I f S u r p l u s 
remains (7 ) 
a l l o c a t e a l l 
to s u r p l u s 
accumul a t i on 

I f S u r p l u s 
remains (6 ) 
a l l ow RURAL 

SECTOR 
to r e a c t 

The Supp l y S e c t o r r e a c t s 
w i th a dec rease i n ou tpu t 
now and/or next time (5 ) 

I f a p p r o p r i a t e ( 3 ) ( 4 ) 
at t h i s p o i n t i n the 
r o u t i n e a l l o c a t e to 
i n c r e a s i n g c u r r e n t 
accumulated s u r p l u s e s 

D i v e r t from R e c i f e 
some o f the i n i t i a l 
o u t p u t o f the S upp l y 
S e c t o r to Rura l 
S e c t o r consumpt ion 
o r e x p o r t a t i o n (2 ) 

A l l ow a l l o r p a r t o f the 
s u r p l u s to be o f f s e t by 
one or more o f the 
f o l l o w i n g D e c i s i o n Ru le s 

INDUSTRY SECTOR 
has the f i r s t (1 ) 
o p p o r t u n i t y to 
r e a c t to d e f i c i t 

SURPLUS 

EQUAL 

D E F I C I T 

PROCEED TO NEXT PRODUCT ^ 
SUPPLY-DEMAND COMPARISON, 

1 s t 
Loop, 

2nd 
Loop 

2nd 
Loop^ 

1 s t 
Loop 



where the d e f i c i t i s completely a l l o c a t e d , s k i p the remaining 

dec i s i on ru le s and go to the next product c l a s s i f i c a t i o n compari-

son. For non-processed food, go through the dec i s i on loop fo r a 

d e f i c i t or a s u rp lu s only once fo r the ru ra l s e c t o r . 

C. Aga in s t the g iven c r i t e r i a , i s the s u rp l u s or d e f i c i t 

too l a rge to be r e a l i s t i c under present cond i t i on s in the economy? 

I f s o , stop computation, e x i t from computer, and s tate reason. 

Recompute supply and demand cond i t i on s and s t a r t the s imu la t i on 

run aga in. 

A D e f i c i t Cond i t ion 

1. Given that a d e f i c i t e x i s t s , al low the loca l Rec i fe i n -
dust ry supply sec to r to have the f i r s t chance to o f f s e t 
that d e f i c i t through the use of the f o l l ow ing dec i s i on 
r u l e s . 

2. Given that there i s c u r r en t l y some accumulated s u rp l u s 
fo r t h i s c l a s s i f i c a t i o n of goods, can some p ropor t i on of 
that be made a v a i l a b l e at t h i s time to o f f s e t the d e f i -
c i t ? ( I f t h i s i s the second time through the " l o o p , " 
can s u rp l u s be made a v a i l a b l e at t h i s t ime?) 

3. Given that a d e f i c i t s t i l l remains, i s i t appropr ia te at 
t h i s po in t to attempt to d i v e r t s a l e s of the supply sec -
tor to other reg ions back to Rec i fe ? I f s o , what propor -
t i on of the s a l e s or output to the rura l sec to r and to 
the south/export sec to r can be d i ve r ted to o f f s e t a l l or 
part of the potent ia l d e f i c i t which e x i s t s between loca l 
supply and demand? 

4. Given that a d e f i c i t s t i l l remains, can the supply sec to r 
react to that po ten t i a l d e f i c i t by i n c r ea s i n g output t h i s 
time per iod and/or next time per iod ? 

5. Given that a d e f i c i t s t i l l remains, i s i t now appropr ia te 
to attempt to d i v e r t some (more) of the output a l l o ca ted 
to other reg ions back to Rec i fe ? I f s o , what (added) 
p ropor t i on of the s a l e s to the rura l s ec to r and the south/ 
export s ec to r can be d i ve r ted to Rec i fe to o f f s e t the re -
maining loca l d e f i c i t ? 

6. I f t h i s i s the f i r s t time through the " l o o p , " then numbers 
2 to 5 apply to loca l Rec i fe i n d u s t r y . I f there i s any 
remaining d e f i c i t , al low the rura l s e c t o r ' s economic un i t s 
which produce t h i s product c l a s s i f i c a t i o n to attempt to 
o f f s e t the remaining d e f i c i t . Thus, return to step number 
2. I f the rura l s ec to r has had the chance to o f f s e t the 
d e f i c i t and i n s u f f i c i e n t supply has been made a v a i l a b l e , 
conti nue. 

7. Any remaining d e f i c i t i s au tomat i ca l l y assumed to be pur -
chased from the south/import sec to r in order to meet the 
def ined f i n a l demand fo r t h i s product c l a s s i f i c a t i o n in 
the Recife area. 

8. A l l d e f i c i t has been a l l o c a t e d ; continue to the next com-
pa r i s on . 
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A Surp lu s Cond i t ion 

1. Given that a s u rp l u s e x i s t s , al low the loca l Reci fe 
i ndu s t r y to have the f i r s t chance to o f f s e t that s u rp l u s 
through the use of the f o l l ow ing dec i s i on r u l e s . 

2. By what maximum propor t i on can the supply s e c t o r ' s s a l e s 
to the rura l and south/export be augmented to a l l e v i a t e 
a l l or part of the cur rent po ten t i a l s u rp l u s which e x i s t s ? 

3. Given that a s u rp l u s remains, i s i t now appropr iate to 
a l l o ca te some po r t i on of that remaining s u rp l u s to an ac-
cumulated su rp lu s c ond i t i on ? ( I f any s u rp l u s remains 
a f te r a l l dec i s i on ru le s have been used in Reci fe i ndu s -
t ry and the rura l s e c t o r , i t w i l l go to su rp lu s automat i -
c a l l y . ) I f i t i s de s i r ab l e to place some amount i n to 
temporary s u rp l u s at t h i s t ime, what c r i t e r i a fo r that 
placement w i l l be used? 

4. Wi l l placement in to su rp lu s be a func t ion of the remain-
ing su rp lu s or a funct ion of the a v a i l a b l e s to rage f a c i l -
i t i e s ? In the f i r s t case, what p ropor t i on of the remain-
ing su rp lu s w i l l be a l l o ca ted to a s u rp l u s c ond i t i on ? In 
the l a t t e r case, what maximum propor t i on of tota l s to rage 
a v a i l a b l e can be used to handle the s u r p l u s ? 

5. Given that a s u rp l u s remains, can the supply sec to r react 
to that po ten t i a l s u rp l u s by decreas ing output t h i s time 
per iod and/or next time per iod ? I f p o s s i b l e , by what 
p ropor t i on of to ta l output? 

6. I f t h i s i s the f i r s t time through the " l o o p , " then numbers 
2 to 5 apply to loca l Reci fe i n d u s t r y . I f there i s s t i l l 
a remaining d e f i c i t , now al low the rura l s e c t o r ' s economic 
un i t s which produce t h i s product c l a s s i f i c a t i o n to attempt 
to o f f s e t that amount remain ing. Thus, return to step 
number 2. I f the rura l s ec to r has had the chance to o f f -
set the remaining s u rp l u s and i t was not able to o f f s e t 
the remainder, cont inue. Any remaining s u rp l u s i s auto-
mat i c a l l y a s s i gned to an accumulated su rp l u s cond i t i on 
with the f o l l ow ing opt ion . Of the excess s upp l y , what 
proport ion w i l l be l o s t , damaged, s p o i l e d , or destroyed 
and thus not be a v a i l a b l e fo r s a l e in some future time? 
A l l the r e s t w i l l be assumed a v a i l a b l e fo r future use and 
a s s i gned to an accumulated s u rp l u s account. 

7. A l l s u rp l u s in l oca l supply has been a l l o c a t e d ; cont inue 
to the next product c l a s s i f i c a t i o n comparison. 

The Dec i s i on Rout ine -Cap i ta l I I -The Cap i ta l I I rout ine i s 

s i m i l a r to the Consumer I r o u t i ne , but i s much s imp le r . I t i s 

o r iented to the a l l o c a t i o n of i nve s tment - re l a ted i n d u s t r i a l output. 

The rout ine a l l o c a t e s the output of four i ndu s t r y types : con s t r uc -

t ion m a t e r i a l s , cap i ta l equipment, a g r i c u l t u r a l input equipment-, 

and other i ndu s t r y output. The south/ import -expor t sec to r s and i n -

ventory accounts act as bu f fe r s in the a l l o c a t i o n of the d i f f e rence s 

in supply and demand for the output of the four i ndu s t r y types. In 

r e a l i t y , the inventory account p lays only a small r o l e , s ince the 

reg ion i s such a l a rge net importer of the product groups rep re sent -

ed in the s o l u t i o n . But as capac i ty i n c r e a s e s , i t o f f e r s the a b i l i t y 
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to a n a l y z e how wel l p r o d u c t i v e c a p a c i t y i s c o o r d i n a t e d to e f f e c -

t i v e demand f o r the se i n v e s t m e n t - r e l a t e d good s . 

F i g u r e B.9 p o r t r a y s the sequence o f c ompu ta t i on ; i t i s 

f o l l o w e d by a ve rba l d e s c r i p t i o n o f each s t e p . 

I n a l l o c a t i n g the ou tpu t o f the f o u r i n d u s t r y t ypes between 

the o t h e r R e c i f e s e c t o r , the r u r a l s e c t o r , and e x p o r t a t i o n , the 

f o l l o w i n g s e q u e n t i a l a s s umpt i on s are made f o r each ou tpu t t y p e : 

1. The ou tpu t of the f ou r types i s as determined and w i l l 
not be a l t e r e d by the r o u t i n e . Any d e f i c i t i n s u p p l y 
w i l l be augmented from the s o u t h / i m p o r t s e c t o r o r from 
i n v e n t o r i e s g ene ra ted i n p r e v i o u s time p e r i o d s by l o c a l 
i n d u s t r y . 

2. In the a l l o c a t i o n o f the ou tpu t o f the f o u r t y p e s , a 
s p e c i f i c o r de r o f f u l f i l l i n g demand i s assumed. 

a. F i r s t , the demand from o t h e r R e c i f e ( l o c a l demand) 
w i l l attempt to be f i l l e d ; i f the s u p p l y i s not 
adequate f o r t h i s demand, then a l l the rema inder 
o f the o t he r R e c i f e demand and a l l o f the r u r a l 
s e c t o r demand w i l l be s h i f t e d to the s o u t h / i m p o r t 
s e c t o r o r accumulated i n v e n t o r i e s . 

b. I f t he re i s any s u p p l y l e f t ove r a f t e r f u l f i l l i n g 
the l o c a l demand, i t w i l l be made a v a i l a b l e to 
the r u r a l s e c t o r . I f the r ema in i ng s u p p l y i s not 
s u f f i c i e n t f o r the demand of the r u r a l s e c t o r , 
the rema inder of the demand w i l l be s h i f t e d to 
the s o u t h / i m p o r t s e c t o r . 

c. I f t he re i s any e x ce s s s u p p l y a f t e r f i l l i n g both 
o f the above demands, the r e s t of the ou tpu t s u p -
p l y w i l l be a s s i g n e d to the s o u t h / e x p o r t s e c t o r 
o r a l l o c a t e d to an accumulated i n v e n t o r y a ccoun t . 

Parameter D e f i n i t i o n s , S o u r c e s , and V a l u a t i o n 

Chapter 13 demons t ra te s how the model i s used and p r e s e n t s 

i l l u s t r a t i v e l y the r e s u l t s of th ree re form p rog rams . The pu rpose 

of t h i s s e c t i o n i s to l i s t the d e f i n i t i o n s , s o u r c e s , and v a l u e s 

o f a l l parameter i n p u t s f o r the base s i m u l a t i o n and the th ree r e -

form s i m u l a t i o n s . 

In a s s e s s i n g the v a l i d i t y o f the i n f o r m a t i o n u sed , i t i s 

i m p o r t a n t to u n d e r s t a n d t h a t the re are th ree very d i s t i n c t l e v e l s 

o f i n f o r m a t i o n accu racy p r e s e n t e d i n a s e t of s i m u l a t i o n s : f i r s t , 

i n f o r m a t i o n about the c u r r e n t s y s t em; s e cond , i n f o r m a t i o n p r o j e c t -

i ng the c u r r e n t s y s tem ove r the time p e r i o d of the s i m u l a t i o n ( i n 

t h i s case f i v e y e a r s ) ; and t h i r d , i n f o r m a t i o n p r o j e c t i n g the impact 

o f the programmed reform o p t i o n s . Each i n f o r m a t i o n l e v e l i s p r o b -

ab l y l e s s a c cu ra te than the p r e ced i n g one. 



The D e c i s i o n R o u t i n e - C a p i t a l I I - - A n Example 
o f the Flow of Computat ions f o r the Loca l 
R e c i f e Output o f C o n s t r u c t i o n M a t e r i a l s 

B - 51 

LOCAL RECIFE 
INDUSTRY SECTOR 
The t o t a l s u p p l y 
of l o c a l l y 
produced 
c o n s t r u c t i on 
mater i al s 

LOCAL RECIFE 
DEMAND 
as t r a n s f e r r e d 
th rough the Other 
R e c i f e S e c t o r f o r 
c o n s t r u c t i o n 
mater i a l s 

A l l ow a l 1 o f the l o c a l 
demand to be f u l f i l l e d 
by the l o c a l s u p p l y 

RURAL demand 
f o r R e c i f e 
produced ou tpu t 

SURPLUS 
REMAINING 

COMPARE 

SURPLUS DEF IC I T 

INV * 

A l l o c a t e a l l l o c a l o u t -
put to 1oca l demand 
th rough the Other Rec i f e 
S e c t o r . Any r ema in i ng 
DEF IC I T i s o b t a i n e d 
th rough i m p o r t a t i o n o r 
i n v e n t o r i e s . 

A l l c o e f f i c i e n t s i n 
the Other R e c i f e S e c t o r 
are a l t e r e d to r e f l e c t 
the change i n l o c a t i o n 
o f p u r c h a s e . 

INV COMPARE 

SURPLUS D E F I C I T A l l o c a t e a l l the RURAL 
demand on l o c a l i n d u s -
t r y to i m p o r t a t i o n and 
a l t e r t e c h n i c a l s p l i t 
c o e f f i c i e n t s to r e f l e c t 
change i n l o c a t i o n o f 
pu r cha se . 

A l l ow the rema in i ng 
s u r p l u s to o f f s e t 
p a r t o f the RURAL 
demand w i th a r e -
ma in ing d e f i c i t a l -
l o c a t e d to i m p o r t a -
t i o n . A l t e r c o e f -
f i c i e n t s to r e f l e c t 
change i n l o c a t i o n 
of p u r c h a s e . 

A l l ow the 
RURAL demand 
on l o c a l 
ou tpu t to be 
f u l f i l l e d 

I f a s u r p l u s 
s t i l l remains 
a l l o c a t e the 
r e s t o f the 
ou tpu t to 
e x p o r t a t i on 
or i n v e n t o r y 
addi t i on s . 

* INV = accumulated a v a i l a b l e i n v e n t o r i e s 
by p roduc t c l a s s 

GO TO THE NEXT 
PRODUCT CLASS 



The parameter v a l ue s used i n the s i m u l a t i o n s came from many 

s o u r c e s and were deve loped d u r i n g i n t e n s i v e workshop s e s s i o n s 

w i t h the r e s e a r c h s t a f f o f the p r o j e c t . G e n e r a l l y , the i n f o r m a -

t i o n l e v e l was c o n s i d e r e d good f o r a l l the s i m u l a t i o n s , but on 

s p e c i f i c parameter s r e l i a b i l i t y v a r i e d from very h i gh to ve ry low. 

There are about 1 ,200 i n p u t v a l u e s which must be dete rmined each 

t ime p e r i o d , but these can be g rouped i n t o about 75 parameter de-

f i n i t i o n s . For example, under the parameter " s h o p p i n g p r o p e n s i -

t i e s , " 35 e s t i m a t e s are r e q u i r e d ( f i v e consumer c l a s s e s t imes 

seven d i s t r i b u t i o n o u t l e t s ) . The job i s s i m p l i f i e d because many 

o f the parameter s w i l l not be changed o v e r time or when a re fo rm 

program i s implemented i n t o the s y s tem. Thu s , a l l pa rameter s 

must be v a l ued o n l y f o r the c u r r e n t y e a r o f the base s i m u l a t i o n . 

Some o f these may be assumed to change ove r time i n the base s imu -

l a t i o n ; o t h e r s may be assumed to change w i t h re fo rm i m p l e m e n t a t i o n . 

I n f o r m a t i o n f o r t h i s s e c t i o n was o b t a i n e d from p u b l i s h e d 

m a t e r i a l s , u n p u b l i s h e d work , and r e s e a r c h s t a f f e s t i m a t e s . 

I n s t e a d o f f o o t n o t i n g each r e f e r e n c e , an a b b r e v i a t e d r e f e r e n c e 

t i t l e (a s l i s t e d below) i s used i n the s o u r c e s t a tement s accom-

pan i ed by page or t a b l e r e f e r e n c e s . 

1. Where no i n f o r m a t i o n was a v a i l a b l e , the most q u a l i -
f i e d r e s e a r c h s t a f f members (who had g e n e r a l l y had 
r e s p o n s i b i l i t y i n a r e s e a r c h a rea ) were the s ou r ce 
o f parameter da ta . Of ten t h i s i n c l u d e d e x p e r i e n c e s 
o r i n f o r m a t i o n from o t h e r a rea s o f South Amer ica 
( e s p e c i a l l y impo r t an t i n a s s e s s i n g re form program 
i m p l i c a t i o n s ) . 

2. U n p u b l i s h e d r e s e a r c h i n f o r m a t i o n and a n a l y s i s . 
Much o f the i n f o r m a t i o n deve loped from the r e s e a r c h 
done i n R e c i f e i s no t p u b l i s h e d i n t h i s o r any 
o t he r document, but was used i n d e t e r m i n i n g p a r a -
meter v a l u e s . These i n c l u d e d f r equency c h a r t s , ACT 
a n a l y s i s , and c h i - s q u a r e a n a l y s i s o f v a r i a b l e s i n 
p a r t i c u l a r s u r v e y s . The na tu re o f the a n a l y s i s , 
s u r v e y name, and v a r i a b l e numbers are i n c l u d e d i n 
the s o u r c e s t a t e m e n t s . 

3. P r e l i m i n a r y r e p o r t of r e s e a r c h . Some d e t a i l e d i n -
f o r m a t i o n p r e s e n t e d i n the d r a f t r e p o r t o f the 
r e s e a r c h work done i n R e c i f e i s d e l e t e d i n the f i n a l 
d r a f t , but was u s e f u l i n d e v e l o p i n g parameter e s t i -
mates f o r a number o f i n p u t s . T h i s i s e s p e c i a l l y 
t r u e o f the i n d u s t r y s e c t o r work done by Mark Doc-
t o r o f f ( termed " D r a f t Repo r t " i n the s o u r c e s t a t e -
ments ) . 

4. Some o f the data f o r s p e c i f i c pa ramete r s i s i n c l u d e d 
i n t h i s r e p o r t . Re fe rence s are made by c h a p t e r , 
page o r t a b l e . 



5. O t h e r s p e c i f i c r e f e r e n c e s a r e : 

a. R o b e r t W. N a s o n , " U r b a n M a r k e t P r o c e s s e s i n 
R e c i f e , B r a z i l , " ( u n p u b l i s h e d P h . D . t h e s i s , 
M i c h i g a n S t a t e U n i v e r s i t y , 1 9 6 8 ) . Termed 
" N a s o n T h e s i s . " 

b . IBGE N a t i o n a l S t a t i s t i c s C o u n c i l , S t a t i s t i -
cal Annuals of B r a z i l , ( R i o de J a n e i r o : 
N a t i o n a l S t a t i s t i c s C o u n c i l , 1 9 6 4 - 1 9 6 7 ) . 
Termed " IBGE , " y e a r s , p a g e s . 

c . G e t u l i o V a r g a s F o u n d a t i o n , Projections of 
the Supply and Demand for Farm Products in 
Brazil> ( R i o de J a n e i r o : G e t u l i o V a r g a s 
F o u n d a t i o n , V o l s . I , I I ) , 1 966 . Termed 
" G V F , " page o r t a b l e . 

d. Depa r tment o f D e f e n s e , Northeast Brazil 
Nutrition Survey, Ma r ch -May 1 9 6 3 , A R e p o r t 
f o r t he I n t e r d e p a r t m e n t a l Committee on Nu-
t r i t i o n f o r N a t i o n a l D e v e l o p m e n t , ( W a s h i n g -
t o n , D . C . : Depa r tment o f D e f e n s e ) , May 
1 965 . Termed " N u t r i t i o n S t u d y , " page or 
t a b l e . 

T h i s s e c t i o n i s d i v i d e d i n t o two p a r t s . The f i r s t names the 

p a r a m e t e r , s t a t e s the s o u r c e f o r t he ba se s i m u l a t i o n v a l u e s , and 

l i s t s the v a l u e s o f the p a r a m e t e r f o r t he c u r r e n t y e a r i n the ba se 

s i m u l a t i o n . The s e c o n d p a r t l i s t s a l l a d d i t i o n a l changes i n p a r a -

meter v a l u e s h y p o t h e s i z e d f o r t he t h r e e r e f o r m p r o g r a m s . 

Each p a r a m e t e r i s numbered and t h e s e numbers are c r o s s -

r e f e r e n c e d i n the v e r b a l m a t r i c e s o f the e q u a t i o n s p r e s e n t e d 

e a r l i e r . A f t e r the name, i n p a r e n t h e s e s , a re e q u a t i o n numbers 

wh i ch c o r r e s p o n d to the v e r b a l e q u a t i o n where the pa r amete r i s 

u s e d . A l s o , f o l l o w i n g the e q u a t i o n numbers may be the l e t t e r s 

" B , " " M , " " U , " o r " T . " They s i g n i f y t h a t t i m e - v a r i a n t pa r amete r 

change s a re made i n the base s i m u l a t i o n , " B , " i n the modern d i s -

c oun t s u p e r m a r k e t r e f o r m , " M , " i n the t o t a l u rban r e f o rm p r o g r a m , 

" U , " and i n the t o t a l u rban and r u r a l r e f o r m p a c k a g e , " T . " I f no 

s u ch d e s i g n a t i o n i s s t a t e d , the p a r a m e t e r i s a s sumed not to v a r y 

o v e r t ime o r w i t h the i m p l e m e n t a t i o n o f any r e f o r m p rog r am. 

I n o r d e r to i d e n t i f y s p e c i f i c p a r a m e t e r v a l u e s , i t i s i m p o r -

t a n t to know row and column d e f i n i t i o n s f o r the i n p u t m a t r i c e s . 

Many o f t h e s e a re r e p e a t e d l y u sed i n i d e n t i c a l o r d e r , so "common 

t ype d e f i n i t i o n s " a re s t a t e d a t the b e g i n n i n g o f each s e t o f p a r a -

meter v a l u e s f o r a s e c t o r . These "common type d e f i n i t i o n s , " c a l l -

ed CTDs , a re a p p l i c a b l e to rows and c o l u m n s . Fo r e x a m p l e , t h e r e 

are t h r e e CTDs f o r the c o n s u m p t i o n - i n c o m e s e c t o r . I n l i s t i n g the 

i n p u t v a l u e s f o r a v e r a g e s h o p p i n g p r o p e n s i t i e s , the t a b l e has 

s e v e n rows and f i v e c o l u m n s . The co lumns r e p r e s e n t income c l a s s e s 



(CTD-1 ) and the rows r e p r e s e n t l o c a t i o n o f pu rcha se ( C T D - 2 ) . By 

l o o k i n g at the l i s t i n g under the "common type d e f i n i t i o n s " i t i s 

p o s s i b l e to i d e n t i f y the meaning o f each e n t r y i n the t a b l e . 

Parameter I n p u t s f o r the Consumpt ion - Income S e c t o r 

L i s t e d below are the "common type d e f i n i t i o n s " used i n the 

con sumpt ion - i ncome s e c t o r . 

Common Type D e f i n i t i o n - 1 (CTD-1 ) 

1. Very h i gh income group 
2. High income group 
3. M i d d l e income group 
4. Low income group 
5. Very low income group 

Common Type D e f i n i t i o n - 2 (CTD-2) 

1. Food expendi t u r e s 
2. Non - f ood consumer goods e x p e n d i t u r e s 
3. Other e x p e n d i t u r e s ( i n c l u d i n g au tomob i l e 

t r a n s p o r t a t i o n s e r v i c e s , and h o u s i n g r en t 
payments ) 

4. S a v i n g s 

Common Type D e f i n i t i o n - 3 (CTD-3) 

1. Modern food o u t l e t s - - f o o d p r o d u c t s 
2. Modern food o u t l e t s - - n o n - f o o d p r o d u c t s 
3. T r a d i t i o n a l food o u t l e t s - - f o o d p r o d u c t s 
4. T r a d i t i o n a l food o u t l e t s - - n o n - f o o d p r o d u c t s 
5. Other food o u t l e t s ( p r i m a r i l y r e s t a u r a n t s ) 
6. Modern n o n - f o o d merchand i se o u t l e t s 
7. T r a d i t i o n a l n o n - f o o d merchand i se o u t l e t s 

1. To ta l Consumer Income ( 3 . 0 1 , 3 . 0 2 ) , (B ) 

D e f i n i t i o n : The r a te at which the t o t a l consumer income i s 
gene ra ted to each consumer t ype . Th i s i n c l u d e s 
wages , d i s t r i b u t e d p r o f i t s , t r a n s f e r s , and 
o t h e r income ( i n m i l l i o n s o f U . S . d o l l a r s ) . 

S o u r c e : Nason T h e s i s , page 68 , g i v e s the average per 
c a p i t a income. T h i s , m u l t i p l i e d by the c u r r e n t 
p o p u l a t i o n o f 1.1 m i l l i o n , p roduces a t o t a l 
urban consumer income o f US$330 m i l l i o n . T h i s 
i s s p l i t by income c a t e g o r y u s i n g Tab le 2 .2 o f 
Nason T h e s i s w i t h an assumed average f a m i l y 
s i z e of s i x ( f rom MSU/SUDENE consumer s u r v e y s ) . 

Base S i m u l a t i o n V a l u e s : 

Consumer C l a s s e s (CTD-1) 

1 2 3 4 5 Year 

1 37. ,8 35. .0 159. .0 82. .0 15. .3 
2 40. .0 37. .0 168. .0 87. .0 16. .2 
3 42. .0 39, .0 179. ,0 92. .0 17. .2 
4 45. .0 42, .0 189. .0 98, .0 18. .2 
5 48, .0 45, .0 201 . .0 104. .0 19, .3 



E f f e c t i v e Tax Rate ( 3 . 0 3 ) 

Déf i n i t i on : 

Sou rce : 

Base Va l ue : 

The p r o p o r t i o n o f t o t a l income p a i d i n a l l 
p e r s o n a l consumer t a xe s by consumer c l a s s . 
E f f e c t i v e r a te vs " l e g a l r a t e . " 

E s t i m a t e s are based on d i s c u s s i o n s w i t h l o c a l 
o f f i c i a l s i n m u n i c i p a l and s t a t e government 
and from some bu s i ne s smen i n the urban a r ea . 
I t i s assumed t h a t the midd le income c l a s s 
p a i d the l a r g e s t e f f e c t i ve r a t e , w i th h i g h e r 
and lower income g roups p a y i n g a l ower p r o -
p o r t i o n o f income i n t a x e s . 

Consumer C l a s s e s (CTD-1 ) 

1 2 3 4 5 

.02 .06 .08 .06 .01 

Average P r o p e n s i t y to Consume (Genera l use i n 3 .1 and 3 . 2 ) 

De f i n i t i on : 

Sou rce : 

The p r o p o r t i o n o f d i s p o s a b l e income spent on 
each o f the f o u r major t ypes o f e x p e n d i t u r e s 
or s a v i n g s . Only the i n i t i a l time p e r i o d i s 
i n p u t to the model , but i t w i l l change i n t e r -
n a l l y as i n c r emen ta l rea l income i s g e n e r a t e d 
from chang i ng s hopp i n g b e h a v i o r and p r i c e . 

Nason T h e s i s Tab le 2 .2 m o d i f i e d to i n c l u d e 
the pu r cha se of f ood i n r e s t a u r a n t s and b a r s . 
Th i s food consumpt ion i s e s t i m a t e d to be h i g h -
er i n upper income c l a s s e s ( 20%) than i n the 
low income c l a s s ( 5 % ) . The e s t i m a t e s are 
b u i l t on the b a s i s o f US$12 to 15 m i l l i o n i n 
such s a l e s . 

Base V a l u e s : 

Consumer Types (CTD-1) 

1 2 3 4 

Type o f I - 091 
e x p e n d i t u r e 0 ' i o n 

(CTD-2) I 

.149 

.35 

.401 

.1 

.369 

.25 

.331 

.05 

.596 

.2 

.204 
0 

.89 

.05 

.06 
0 

Average P r o p e n s i t y to Shop (Genera l use i n 3 . 1 , 3 . 2 ) (B ,M,U) 

D e f i n i t i o n : The p r o p o r t i o n o f food and consumer goods expen-
d i t u r e s s pen t i n each g i v e n type of o u t l e t de-
f i n e d i n the d i s t r i b u t i o n s e c t o r . 

S o u r c e : Nason T h e s i s , pages 88 and 193. E s t i m a t e s 
f o r n o n - f o o d e x p e n d i t u r e s made from s u r v e y on 
non - f ood r e t a i l e r s and s e l e c t e d q u e s t i o n s i n 
the MSU/SUDENE consumer s u r v e y ( no t r e p o r t e d ) . 
Base s i m u l a t i o n changes over time e s t i m a t e d 
from Nason T h e s i s Chapte r 3 , Summary and Con-
c l u s i o n s , Chapte r 5 , page 254 , and i n gene ra l 
Chapter 6. 



Base S i m u l a t i o n V a l u e s : 

Time P e r i o d 1 
Consumer C l a s s e s (CTD-1 ) 

1 2 3 4 5 

1 .3 .25 .15 .1 0 
Types 2 .03 .04 .05 .05 0 

o f 3 .5 .63 .75 .84 .95 
di s t r i bu t i on 4 .05 .11 .2 .45 .7 

o u t l e t s 5 .2 .12 .1 .06 .05 
(CTD-3 ) 6 .1 .08 .05 .02 0 

7 .67 .72 .7 .48 .3 

Changes i n Base V a l u e s : 

a. E x p e n d i t u r e s i n modern food o u t l e t s 
f o r food (Row 1) 

Consumer C l a s s e s (CTD-1) 

Year 1 2 3 4 5 

1 .5 .63 .75 .84 0 
2 .47 .615 .735 .84 0 
3 .44 .6 .72 .84 0 
4 .41 .585 .705 .84 0 
5 .38 .57 .69 .84 0 

b. E x p e n d i t u r e s i n t r a d i t i o n a l food o u t -
l e t s f o r food (Row 3) 

Consumer C l a s s e s (CTD-1 ) 

Year 1 2 3 4 5 

1 .3 .25 .15 .1 .95 
2 .33 .265 .165 .1 .95 
3 .36 .28 .18 .1 .95 
4 .39 .295 .195 .1 .95 
5 .42 .31 .21 .1 .95 

c. E x p e n d i t u r e s i n modern food o u t l e t s 
f o r consumer goods (Row 2) 

Consumer C l a s s e s (CTD-1 ) 

Year 1 2 3 4 5 

1 .03 .04 .05 .05 0 
2 .033 .042 .052 .05 0 
3 .036 .044 .054 .05 0 
4 .039 .046 .056 .05 0 
5 .042 .048 .058 .05 0 

d. E x p e n d i t u r e s i n t r a d i t i o n a l food o u t -
l e t s f o r consumer goods (Row 4) 

Consumer C l a s s e s (CTD-1 ) 

1 .05 .11 .2 .45 
2 .047 .108 .198 .45 
3 .044 .106 .196 .45 
4 .041 .104 .194 .45 
5 .038 .102 .192 .45 



e. A l l o t h e r s c o n s t a n t ove r t ime 

Breakdown o f Other E x p e n d i t u r e s ( 3 . 1 3 , 3 . 2 3 ) 

D e f i n i t i o n : The p r o p o r t i o n of o t h e r expense s pen t on 
t r a n s p o r t a t i o n , h o u s i n g - r e n t , s e r v i c e s , and 
mi see l 1aneous . 

S o u r c e : Nason T h e s i s Chapte r 2 , which c o n t a i n s 
e s t i m a t e s on the pe r cen t o f h o u s e h o l d s 
owning a u t o m o b i l e s , and average r en t and 
owner sh ip payments . Other i n f o r m a t i o n 
b u i l t f rom u n r e p o r t e d consumer s u r v e y r e -
s u l t s and i n t e r v i e w s . 

Base V a l u e s : 

Type o f 
o t h e r 

expense 

Consumer Types (CTD-1 ) 

1 2 3 4 5 

A u t o - T r a n s . .2 .3 .27 .2 .1 
S e r v i ces .4 .2 .15 .05 .05 
Rents .3 .4 .45 .7 .8 
M i s c . .1 .1 .13 .05 .05 

P r o p o r t i o n of Consumer Goods E x p e n d i t u r e s D i r e c t l y S o u t h -
Impor t ( 3 . 1 5 , 3 . 2 5 ) 

D e f i n i t i o n : That p a r t o f a l l consumer goods e x p e n d i t u r e s 
not s pen t i n the R e c i f e d i s t r i b u t i o n s e c t o r 
but g o i n g d i r e c t l y to i m p o r t a t i o n and f i n a l 
consumers . Must remain c o n s t a n t w i t h i n a 
g i v e n s i m u l a t i o n run . 

S o u r c e : E s t i m a t e based on r e s i d u a l e x p e n d i t u r e s not 
accounted f o r i n d i s t r i b u t i o n s e c t o r (no 
d i r e c t data s o u r c e s ) . 

Base V a l u e s : 

Consumer Types (CTD-1 ) 

1 2 3 4 5 

.15 .05 0 0 0 

R e l a t i v e P r i c e Index ( 3 . 1 , 3 . 2 ) (B ,M,U) 

De f i n i t i on : 

S ou r ce : 

Base V a l u e s : 

The l e v e l of r e l a t i v e p r i c e s between t r a d i -
t i o n a l and modern o u t l e t s u s i n g the t r a d i -
t i o n a l o u t l e t s as ba se . An i n p u t used to 
c o n s t r u c t r e l a t i v e p r i c e m a t r i c e s i n 3 . 1 1 -
3 . 2 1 . 

Mason T h e s i s Tab le 3 . 13 we i gh ted a c c o r d i n g to 
consumpt ion p a t t e r n s f o r food p r o d u c t s l i s t e d . 

Type o f D i s t r i b u t i v e O u t l e t (CTD-3 ) 

2 3 4 5 6 

.92 .94 1 . 1 . 1 . .93 1 . 



Parameter I n p u t s f o r the D i s t r i b u t i o n S e c t o r 

L i s t e d below are the "common type d e f i n i t i o n s " used i n the 

d i s t r i b u t i o n s e c t o r . 

Common Type D e f i n i t i o n - 4 (CTD-4 ) 

1. Modern food o u t l e t s - - f o o d 
2. Modern food o u t l e t s - - c o n s u m e r goods 
3. S t r e e t and p u b l i c m a r k e t s - - f o o d 
4. S t r e e t and p u b l i c m a r k e t s - - c o n s u m e r goods 
5. Smal l and ne i ghbo rhood s t o r e s - - f o o d 
6. Small and ne i ghbo rhood s t o r e s — consumer goods 
7. Other food o u t l e t s ( p r i m a r i l y r e s t a u r a n t s ) 
8. Modern non - f ood merchand i se o u t l e t s 
9. T r a d i t i o n a l n on - f ood merchand i se o u t l e t s 

Common Type D e f i n i t i o n - 5 (CTD-5) 

1. R e c i f e p r o c e s s e d food i n d u s t r y 
2. R e c i f e consumer goods i n d u s t r y 
3. Rura l p r o c e s s e d foods i n d u s t r y 
4 . Rura l consumer goods i n d u s t r y 
5. Rura l a g r i c u l t u r a l food ( n o n - p r o c e s s e d ) 
6. South impor t s e c t o r — p r o c e s s e d foods 
7. South impor t s e c t o r — consumer goods 
8. South impor t s e c t o r — n o n - p r o c e s s e d food 

8. G ro s s Ma r g i n ( 4 . 2 1 ) (B ,M,U) 

D e f i n i t i o n : S a l e s minus the c o s t of goods d i v i d e d by s a l e s . 

S o u r c e : Nason T h e s i s Chapter 3 , Table 3 . 1 5 . 

Base Va l ue : 

D i s t r i b u t i o n / P r o d u c t - C h a n n e l Types fCTD-4 ) 

1 2 3 4 5 6 7 8 9 

.2 .31 .3 .38 .25 .34 .4 .38 .44 

9. Rate of S p o i l a g e ( 4 . 2 1 , 4 . 2 2 ) (B ,M,U) 

D e f i n i t i o n : S p o i l a g e f a c t o r f o r each urban d i s t r i b u t i o n 
p r o d u c t - c h a n n e l f o r food and consumer goods . 
Each e n t r y i s one p l u s the pe r cen tage o f s p o i l -
age as a p r o p o r t i o n o f t o t a l s a l e s . 

S o u r c e : Nason T h e s i s Table 3 . 1 4 . 

Base Va l ue : 

D i s t r i b u t i o n / P r o d u c t - C h a n n e l Types (CTD-4 ) 

1 2 3 4 5 6 7 8 9 

1 .01 1 .01 1 .2 1 .04 1.1 1 . 03 1 .15 1 .01 1 .03 

10. Techn i c a l C o e f f i c i e n t f o r D i r e c t Labor ( 4 . 3 1 ) 

D e f i n i t i o n : Techn i c a l c o e f f i c i e n t on d i r e c t l a b o r . Per 
u n i t e x p e n d i t u r e f o r d i r e c t l a b o r as a p r o -
p o r t i o n o f goods t h r o u g h p u t (goods t h r o u g h p u t 
equa l s s a l e s t imes 1 p l u s ra te o f s p o i l a g e ) . 

S o u r c e : Nason T h e s i s Chapter 3 , Table 3 . 4 . 



Base V a l u e : 

D i s t r i b u t i o n / P r o d u c t - C h a n n e l Types (CTD-4 ) 

1 2 3 4 5 6 7 8 9 

.025 .025 .015 .015 .025 .025 .15 .12 .14 

11. Techn i c a l C o e f f i c i e n t Other V a r i a b l e Co s t s ( 4 . 3 2 ) 

D e f i n i t i o n : Other v a r i a b l e c o s t s as a p r o p o r t i o n o f goods 
t h r o u g h p u t . 

S o u r c e : Rec i f e r e t a i l e r s u r v e y s , f r equency c o u n t s , 
v a r i a b l e numbers 4 4 8 - 4 5 7 , w h o l e s a l e r s u r v e y s 
same v a r i a b l e s . 

Base Va l ue : 

Di s t r i b u t i o n / P r o d u e t - C h a n n e l Types (CTD-4 ) 

1 2 3 4 5 6 7 8 9 

.06 .06 .1 2 . 12 .08 .08 . 1 5 .20 .1 8 

12. Tax Rate ( 4 . 3 6 ) 

D e f i n i t i o n : The p r o p o r t i o n o f e f f e c t i v e t a xe s pa i d to g r o s s 
marg in v a l u e . 

S o u r c e : R e t a i l e r s u r v e y s , f r equency c o u n t s , v a r i a b l e 

number 453 and w h o l e s a l e r s u r v e y same v a r i a b l e . 

Base Va l ue : 

D i s t r i b u t i o n / P r o d u c t - C h a n n e l Types (CTD-4) 

1 2 3 4 5 6 7 8 9 

.1 2 . 12 .08 .08 .1 . 1 .08 .1 2 .09 

13. F i xed Charges ( 4 . 3 4 ) 

D e f i n i t i o n : Va lue of t o t a l f i x e d cha rge s i n g i v e n time 
p e r i o d by channel t y p e , i n p u t i n m i l l i o n s o f 
U . S . d o l l a r s . 

S o u r c e : Due to l a ck o f i n f o r m a t i o n , f i x e d c o s t e s t i -
mates were i n c l u d e d as o t h e r v a r i a b l e c o s t s . 

14. P r o p o r t i o n a l Breakdown o f Net P r o f i t ( 4 . 4 3 ) 

Th i s parameter a l l o c a t e s the va lue ( a f t e r 
t a x e s ) o f net p r o f i t between d i s t r i b u t e d and 
u n d i s t r i b u t e d net p r o f i t s . 

Di s t r i b u t i o n / P r o d u c t - C h a n n e l Types (CTD-4 ) 

1 2 3 4 5 6 7 8 9 

.7 .7 1 . 1 . .8 .8 .9 .6 .8 
U n d i s t r i b u t e d .3 .3 0 0 .12 .12 .10 .4 .20 

15. Deprec i a t i on ( 4 . 3 5 ) 

D e f i n i t i o n : Tota l va l ue o f d e p r e c i a t i o n by channel o u t l e t 
type i n p u t i n m i l l i o n s o f U . S . d o l l a r s . 

Déf i ni t i on : 

Base Va l ue : 

Net P r o f i t 
Al 1 o ca t i on : 

Di s t r i buted 



Sou rce : No e s t imate attempted, i npu t " 0 " 
inves tment a l l o c a t i o n o f r e s i d u a l net p r o f i t s . 

16. Source of Raw M a t e r i a l s Pu rchases ( 4 . 5 ) (B ,M,U,T) 

D e f i n i t i o n : Source s p l i t mat r i x on the purchase of raw 
mater i a l i n pu t s of food and consumer goods 
i n t o d i s t r i b u t i o n s e c t o r . Each en t r y i s the 
p r o p o r t i o n of a g i ven raw ma te r i a l i npu t 
purchased from a g i ven s ou r ce . There w i l l 
be e n t r i e s i n t h i s ma t r i x on l y where rows 
and columns are of the same p roduct t ype. 
For example, column 1, r e p r e s e n t i n g p r o d u c t -
channel 1, can have e n t r i e s i n rows 1, 3, 5 , 
6 , and 8 c o r r e spond i n g to food ; but not in 
rows 2, 4 , and 7, which co r re spond to consumer 
goods . 

Sou r ce : Cu r ren t y e a r , Nason T h e s i s Chapter 3, Table 3.7 
and Chapter 4 , Table 4 . 4 . 

Base Va lue: 

D i s t r i b u t i o n / P r o d u c t - C h a n n e l Types (CTD-4) 

1 2 3 4 5 6 7 8 9 

1 .42 0 .16 0 .48 0 .35 0 0 
2 0 .7 0 .6 0 .6 0 .3 .5 

Loca t i on 3 .03 0 .02 0 .02 0 .1 0 0 
of 4 0 .1 0 .1 0 .1 0 0 0 

Purchase 5 .21 0 .72 0 .27 0 .35 0 0 
(CTD-5) 6 .25 0 .02 0 .1 0 .05 0 0 

7 0 .2 0 .3 0 .3 0 .7 .5 
8 .09 0 .08 0 .13 0 .15 0 0 

17. Breakdown of S a l e s between the Two Types o f T r a d i t i o n a l 
O u t l e t s (4TTT1 

Def i ni t i on : 

Source : 

Data Va lue : 

Before c a l c u l a t i o n s i n the d i s t r i b u t i o n s e c t o r 
can c o n t i n u e , the t o t a l va lue of t r a d i t i o n a l 
s a l e s generated in the consumption s e c t o r f o r 
food and consumer goods must be s p l i t between 
s a l e s i n s t r e e t and p u b l i c markets and n e i g h b o r -
hood s t o r e s . Th i s s p l i t p r o p o r t i o n de f i ne s the 
food and consumer goods s a l e s i n s t r e e t and 
p u b l i c markets as a p r o p o r t i o n o f t o t a l t r a d i -
t i o n a l food channel s a l e s . 

Nason T h e s i s , Table 3 . 2 . 

For food s a l e s .53 
For consumer goods .55 

Parameter I npu t s f o r the Rec i f e I n d u s t r y S e c t o r 

The "common type d e f i n i t i o n s " f o r t h i s s e c t o r a re : 

Common Type D e f i n i t i o n - 7 (CTD-7) 

1. A g r i c u l t u r a l farm i n p u t s i n d u s t r y 
2. P roce s sed foods i n d u s t r y 
3. Consumer goods i n d u s t r y 
4. Other Rec i f e i n d u s t r y ( f l e x i b l e ) 



5. Cons t ruc t i on mate r i a l s i n du s t r y 
6. Cap i ta l equipment i ndu s t r y 
7. S upp l i e r good i ndu s t r y ( a l l intermediate s a l e s ) 

Common Type D e f i n i t i o n - 7 a (CTD-7a) 
1. A g r i c u l t u r a l i n p u t s - - r u r a l s ec to r 
2. A g r i c u l t u r a l i n p u t s - - s o u t h import sec to r 
3. N o n - a g r i c u l t u r a l i n p u t s - - r u r a l s ec to r 
4. N o n - a g r i c u l t u r a l i n p u t s - - s o u t h import s ec to r 
5. F a c i l i t o r y i n p u t s - - i n d u s t r y sec to r s u p p l i e r type 
6. F a c i l i t o r y i n p u t s - - o t h e r Reci fe sec to r 
7. F a c i l i t o r y i n p u t s - - r u r a l s ec to r 
8. F a c i l i t o r y i n p u t s - - s o u t h import sec to r 
9. Other v a r i ab l e c o s t s - - o t h e r Reci fe sec to r 

10. Other v a r i ab l e c o s t s - - r u r a l s ec to r 

18. I n i t i a l I ndu s t r y Output (5 .11) 

Defi ni t i on : 

Source: 

Data Value: 

The i n i t i a l output of a l l but the s u p p l i e r 
goods i ndu s t r y type i s g iven to the model at 
the beg inn ing of each s imu l a t i on run. The 
input i s in m i l l i o n s of U.S. d o l l a r s . 

For processed food and consumer goods, output 
values were compiled from raw data i n f o r m a - ^ 
t ion sheets of i n du s t r y survey conducted by 
Mark Doc to ro f f , Table 5 .d . l in rough d r a f t 
Reci fe Report , and est imates compiled from 
IBGE, 1966 , pages 132, 117. 

A g r i c u l t u r a l inputs 6, .3 
Processed food 60, .0 
Consumer goods 75. .0 
Other i ndu s t r y 10. .0 
Cons t ruc t i on mate r i a l s 40, .0 
Cap i ta l equipment 15, .0 

19. Expected Annual Growth Rate in I ndu s t r y Output (5 .11) 

Defi ni t i on : 

Source: 

Data Value: 

This growth rate i s input each time per iod 
fo r each of the i n du s t r y types (except sup-
p l i e r goods) and i s the expected inc rease 
over the l a s t time per iod . This growth rate 
may be a l t e red in the dec i s i on r o u t i n e s , 
depending on the type of dec i s i on ru le s em-
pi oyed. 

See Table 5 .d . l of Rough Draf t Reci fe Report 
and raw i ndu s t r y data sheets of i ndu s t r y 
i n te rv i ews conducted by Doc to ro f f . 

5% fo r a l l s i x i n du s t r y types . (Th i s may be 
a l t e red by the supply and demand cond i t i on s 
which develop i n t e r n a l l y in the model.) 

20. Technical C o e f f i c i e n t s of Inputs to I ndu s t r y Sector ( 5 .21 ) 

D e f i n i t i o n : For each of the seven " i n p u t s " def ined fo r 
the i ndu s t r y s e c t o r , techn ica l c o e f f i c i e n t s 
re l a ted the value per un i t input to the value 
per un i t output. 

B-61 



Data V a l u e s : 

These t e c h n i c a l c o e f f i c i e n t s are deve loped 
from the raw data s h e e t s of the i n d u s t r y 
i n t e r v i e w s and from Tab le 5 . d . l o f the Rough 
D r a f t R e c i f e Repo r t . 

I n d u s t r y Types (CTD-7 ) 

21 

1 2 3 4 5 6 7 

A g r i c u l t u r a l i n p u t s 0 .36 .24 .3 1 0 .03 
N o n - a g r i c u l t u r a l i n p u t s 48 .02 .09 .3 5 .6 .38 
F a c i l i t o r y i n p u t s 11 .16 .07 .1 1 .1 .03 
Other v a r i a b l e c o s t s 04 .04 .03 .03 03 .03 .03 
L a b o r - i n t g . 08 .07 .09 .1 1 .1 .09 
L a b o r - d i s t . 01 .01 .01 .01 01 .01 .01 
Taxes 15 .15 .15 .15 15 .15 .15 

Pu rcha se Source of I n p u t s to I ndus t r y S e c t o r (5. ,22) 

De f i ni t i on : 

Sou rce : 

Data V a l u e s : 

The p r o p o r t i o n o f each raw m a t e r i a l i n p u t 
which i s pu r cha sed from a g i v e n s e c t o r s o u r c e 
i n the model. 

Tab le 5 . d . l o f Rough D r a f t R e c i f e Repor t and 
raw data i n d u s t r y s hee t s from i n d u s t r y s u r v e y . 

I n d u s t r y Types (CTD-7 ) 

Sou rce 
o f 

Pu rcha se 
by 

P r oduc t 
Type 

(CTD-7a) 

1 2 3 4 5 6 7 

1 0 .7 .55 .5 .75 0 1 . 
2 0 .3 .45 .5 .25 1 . 0 
3 .25 0 0 .5 .1 0 0 
4 .75 1 . 1 . .5 .9 1 . 1 . 
5 .2 .4 .3 .25 .25 .25 0 
6 .2 .1 .25 .25 .25 .25 .4 
7 0 .1 .15 .25 .25 .25 0 
8 .6 .4 .3 .25 .25 .25 .6 
9 .8 .5 .5 .5 .5 .5 .8 

10 .2 .5 .5 .5 .5 .5 .2 

22. T e n t a t i v e D i s t r i b u t i o n of I n d u s t r i a l Output o f P r o c e s s e d Food 
and Consumer Goods ( 5 . 4 1 ) 

Def i n i t i on : 

Sou rce : 

Data V a l u e s : 

P r o p o r t i o n a l s p l i t o f o u tpu t of t he se two 
types between l o c a l , r u r a l , and e x p o r t demand. 

Tab le 5 . d . l of Rough D r a f t R e c i f e Repor t and 
raw data s hee t s o f i n d u s t r y s u r v e y . 

R e c i f e d i s t r i b u t i o n 
s e c t o r 

Rura l s e c t o r 

E x p o r t 

P r o c e s s e d 
Food 

.452 

.411 

.137 

Consumer 
Goods 

.188 

.413 

.399 



23. P r o p o r t i o n s S p l i t on Net P r o f i t s ( 5 . 3 3 ) 

D e f i n i t i o n : S p l i t net p r o f i t s ( a f t e r t a x e s ) between d i s -
t r i b u t e d and u n d i s t r i b u t e d components . 

S o u r c e : Based on e s t i m a t e s deve loped by D o c t o r o f f 
f rom i n d u s t r i a l case s t u d i e s , (no d i r e c t 
s o u r c e ) 

Data V a l u e s : 

I n d u s t r y Types (CTD-7 ) 

1 2 3 4 5 6 7 

Net P r o f i t ! D i s t r i b u t e d .5 .5 .5 .5 .5 .5 .5 
A l l o c a t i o n ^ U n d i s t r i b u t e d .5 .5 .5 .5 .5 .5 .5 

Parameter I n p u t s f o r the Other R e c i f e S e c t o r 

L i s t e d below are the "common type d e f i n i t i o n s " used i n the 

o t h e r R e c i f e s e c t o r : 

Common Type D e f i n i t i o n - 8 (CTD-8 ) 

1. Au tomob i l e s and t r a n s p o r t a t i o n 
2. S e r v i c e s 
3. H o u s i n g - r e n t 
4. Other m i s c e l l a n e o u s 
5. C o n s t r u c t i o n f o r i n d u s t r i a l c a p a c i t y ( t r a n s f e r ) 
6 . Other c o n s t r u c t i o n ( h o u s i n g , a p a r t m e n t s , s c h o o l s , e t c . ) 

( t r a n s f e r ) 
7. C a p i t a l equipment t r a n s f e r demand 
8. M in imal s u b s i s t e n c e 
9. Governmental revenues and a l l o c a t i o n s 

Common Type D e f i n i t i o n - 9 (CTD-9 ) 

1. Consumpt ion s e c t o r au tomob i l e t r a n s p o r t a t i o n e x p e n d i -
t u r e s 

2. Consumpt ion s e c t o r s e r v i c e s e x p e n d i t u r e s 
3. Consumpt ion s e c t o r h o u s i n g - r e n t payments 
4. Consumpt ion s e c t o r o t h e r expenses 
5. D i s t r i b u t i o n s e c t o r v a r i a b l e c o s t 
6. D i s t r i b u t i o n s e c t o r f i x e d c o s t 
7. I n d u s t r y s e c t o r v a r i a b l e c o s t 
8. I n d u s t r y s e c t o r f i x e d c o s t 
9. I n d u s t r y s e c t o r f a c i l i t o r y i n p u t s 

10. I n ve s tmen t s e c t o r i n v e s t m e n t demand f o r i n d u s t r i a l 
and d i s t r i b u t i v e c a p a c i t y c r e a t i n g c o n s t r u c t i o n 
gene r a t ed i n t e r n a l l y o r from programmed change 

11. I n ve s tment s e c t o r i n v e s t m e n t demand f o r o t h e r con -
s t r u c t i o n 

12. I n ve s tment s e c t o r c a p i t a l equipment demand gene r a t ed 
i n t e r n a l l y 

13. Min imal s u b s i s t e n c e e x o g e n o u s l y i n p u t 
14. Consumpt ion s e c t o r t axe s 
15. D i s t r i b u t i o n s e c t o r taxes 
16. I n d u s t r y s e c t o r t axe s 
17. Amount of t o t a l r en t payments a l l o c a t e d to taxes 
18. Net f low of government revenue from o the r a rea s o f 

the c oun t r y 



Common Type D e f i n i t i o n - 1 0 (CTD-10 ) 

1. Net p r o f i t s from a l l u n i t s 
2. Income gene r a t ed — government 
3. Income g e n e r a t e d - - f r o m o the r consumer e x p e n d i t u r e s 
4. Income gene r a t ed — from c o n s t r u c t i o n 
5. Income gene ra ted — f r o m minimal s u b s i s t e n c e 
6. Net demand t r a n s f e r from i n d u s t r y s e c t o r f o r 

c o n s t r u c t i o n m a t e r i a l s 
7. Net demand t r a n s f e r from i n d u s t r y s e c t o r f o r 

c a p i t a l equipment 
8. Net demand t r a n s f e r from i n d u s t r y s e c t o r f o r 

o t he r i n d u s t r y type ou tpu t 
9. Net demand t r a n s f e r from sou th impor t s e c t o r 

f o r c o n s t r u c t i o n m a t e r i a l s 
10. Net demand t r a n s f e r from sou th impor t s e c t o r 

f o r c a p i t a l equipment 
11. Net demand t r a n s f e r from s ou th impor t s e c t o r 

f o r o t he r i n d u s t r y type ou tpu t 

24. A l l o c a t i o n o f Termina l Demand to each Type w i t h i n the Other 
R e c i f e S e c t o r ( 6 . 1 1 ) 

D e f i n i t i o n : T h i s i s a r e c e i v e r s p l i t m a t r i x on t e rm ina l 
demand which a l l o c a t e s the 18 c a t e g o r i e s o f 
t e rm ina l demand to the 9 f u n c t i o n types de-
f i n e d i n the o t h e r R e c i f e s e c t o r . 

S o u r c e : Most o f the e n t r i e s are n o n - v a r i a b l e d i r e c t 
a l l o c a t i o n s . Where s p l i t s had to be made on 
the t e rm ina l demand, they were e s t i m a t e d by 
the r e s e a r c h s t a f f . 

Data V a l u e s : 

U n i t s De f i n ed i n Other R e c i f e S e c t o r (CTD-8 ) 

1 2 3 4 5 6 7 8 9 

Termi nal 
Demands 
(CTD-9 ) 

1 1 0 0 0 0 0 0 0 
2 0 1 0 0 
3 0 0 1 0 
4 0 0 0 1 
5 .4 .3 .2 .1 
6 0 0 0 0 
7 .2 .2 .4 .2 
8 0 0 0 0 
9 .5 .4 .1 0 

10 0 0 0 1 Ó 
11 0 1 Ó 
12 0 1 Ò 
13 0 1 
14 0 
15 . . 
16 
17 . 
18 Ò 0 Ó Ó Ò Ó 0 0 

25. I n t e r - f u n c t i o n I/O m a t r i x ( 6 . 1 2 ) 

D e f i n i t i o n : The parameter s i n c l u d e d i n t h i s m a t r i x measure 
the degree o f i n t e r - u n i t t r a n s a c t i o n s which take 
p l a ce between the n i ne economic u n i t s d e f i n e d 
i n t h i s s e c t o r . Each I/O e n t r y i s the t e c h n i c a l 
c o e f f i c i e n t on the column u n i t ' s ou tpu t which i s 
demanded from the row u n i t . 



Data Va l ue : 

U n i t s 
d e f i n e d 

i n S e c t o r 
(CTD-8) 

( t h e s e 
u n i t s buy 

from) 

Very l i t t l e i n f o r m a t i o n was a v a i l a b l e on these 
r e l a t i o n s h i p s . The e s t i m a t e s were made by the 
r e s e a r c h s t a f f . 

U n i t s De f i ned i n S e c t o r (CTD-8) 
( t h e s e u n i t s s e l l t o ) 

1 2 3 4 5 6 7 8 9 

1 0 .05 .05 .05 .15 .15 0 0 .1 
2 .05 0 .05 .05 .05 .05 0 0 .05 
3 .08 .1 .05 .05 .01 .01 0 0 0 
4 0 0 0 0 0 0 .05 
5 .05 0 0 .05 0 0 0 0 
6 0 .05 .40 .05 0 0 
7 0 0 0 .05 0 0 0 0 .1 
8 0 0 0 0 0 0 
9 .1 .1 .1 .1 .05 .05 0 0 0 

26. Source S p l i t M a t r i x on the E x t e r n a l I n p u t Demand T r a n s f e r s 
and Income by the Other R e c i f e S e c t o r ( 6 . 3 ) 

D e f i n i t i o n : T h i s m a t r i x o f parameter s de te rmines the l o c a -
t i o n of pu r cha se o f the e x t e r n a l l y demanded 
i n p u t s o f l a b o r , m a t e r i a l and equ ipment . Each 
column r e p r e s e n t s the p r o p o r t i o n a l a l l o c a t i o n 
o f t h a t u n i t ' s i n p u t demand. 

S o u r c e : A g a i n , no d i r e c t data s ou r ce can be c i t e d f o r 
t h i s s p l i t on e x t e r n a l demand. Be s t e s t i m a t e s 
were deve loped by the r e s e a r c h s t a f f . 

Data V a l u e s : 

U n i t s De f i ned i n the Other R e c i f e S e c t o r (CTD-8) 

1 2 3 4 5 6 7 8 9 

1 0 0 .2 0 0 0 0 0 0 
S ou r ce s 2 0 0 0 0 0 0 0 0 .5 

o f 3 .2 .7 .15 .6 0 0 0 0 0 
pu rcha se 4 0 0 0 0 .2 .2 0 0 0 

o f 5 0 0 0 0 0 0 0 1. 0 
e x t e r n a l 6 0 0 0 0 .25 .25 0 0 .1 
demands 7 0 0 0 0 0 0 .1 0 .1 

by 8 .1 0 0 0 0 0 
p r oduc t 9 0 0 0 0 .29 .29 0 0 0 

type 10 0 0 0 0 0 0 .9 0 0 
11 .42 0 0 0 0 0 

27. M in ima l S u b s i s t e n c e Income ( 6 . 1 ) 

De f i n i t i on : 

Sou rce : 

E xogenou s l y i n p u t v a l ue o f wages which cannot 
be accounted f o r i n the c u r r e n t s y s tem. Th i s 
i n p u t i s a b a l a n c i n g term f o r income s o u r c e s 
i n the s y s tem. 

For the i n i t i a l t ime p e r i o d i n the model , t h i s 
f i g u r e i s d e r i v e d from the d i f f e r e n c e between 
the expected l e v e l of income and the l e v e l o f 
income a c t u a l l y gene ra ted by the e x p l i c i t l y i n -
c l uded s e c t o r s i n the model. 



Time P e r i o d 

2 3 4 

65 

28. Net Tax I n f l o w ( 6 . 1 ) 

70 75 80 85 

De f i n i t i on : 

Sou rce : 

Data Va lue : 

The va lue of the net i n f l o w of government 
revenues from a l l o t h e r r e g i o n s i n the coun-
t r y ( p r i m a r i l y f e d e r a l ) . I n p u t i n m i l l i o n s 
o f U .S . d o l l a r s . 

D e r i v e d from e s t i m a t e s on the le.vel o f 
government wages gene ra ted i n R e c i f e area 
and the p r o p o r t i o n which wages are to t o t a l 
revenue. (no d i r e c t data s o u r c e ) 

Time P e r i o d 

2 3 4 

50 55 60 65 70 

29. Exogenousl.y I npu t I n ve s tmen t Funds ( 6 . 1 ) 

Dé f i ni t i on : 

Sou rce : 

Data Va l ue : 

The va lue o f exogenous i n ve s tmen t funds 
a p p l i e d to the pu rcha se o f l a b o r , m a t e r i a l , 
and equipment i n the R e c i f e a r ea . T h i s i n -
c l ude s a l l i n ve s tmen t i n t e r n a l l y gene ra ted 
i n one of the o t h e r s e c t o r s except w i t h i n 
the o t h e r R e c i f e s e c t o r . 

These base e s t i m a t e s were gene r a t ed from 
e s t i m a t e s of i n t e r n a l l y gene ra ted funds i n 
the d i s t r i b u t i o n and i n d u s t r y s e c t o r s and 
the commitment of " 3 4 / 1 8 " funds i n the a r ea . 
See Rough D r a f t R e c i f e Report Chapter 5 , 
Tab le s 5 . C . 3 , 5 . C . 4 , and 5 . C . 5 . 

Year C o n s t r u c t i on Equi pment 

1 30 25 
2 32 25 
3 34 27 
4 36 28 
5 38 29 

Parameter I n p u t f o r the Rura l S e c t o r 

30. Modern Land Y i e l d s ( 7 . 1 1 ) (T) 

D e f i n i t i o n : Average y i e l d f o r modern s p e c i a l types o f 
p r o d u c e r s . The va lue o f ou rpu t per hec t a r e 
( i n US$ 000) 
Va lue per _ US$ exchange ra te to NCr x NCr$ 

hec ta re p r i c e per ton x tons p roduced per 
hec t a r e ( 000 ) 

S o u r c e : Not used i n base s i m u l a t i o n ( see r u r a l re fo rm 
o p t i o n ) . 



31. Modem Land Area ( 7 . 1 1 ) (T) 

D e f i n i t i o n : Tota l l a nd area to which modern y i e l d a p p l i e s . 
I npu t i n t hou sand s of h e c t a r e s . 

S o u r c e : Not used i n base s i m u l a t i o n ( see r u r a l re fo rm 
o p t i o n ) . 

32. T r a d i t i o n a l Land Y i e l d s ( 7 . 1 2 ) 

D e f i n i t i o n : Average y i e l d f o r t r a d i t i o n a l s p e c i a l t ypes o f 
p r o d u c e r s . The va lue o f ou tpu t per hec t a re 
( see # 3 0 ) . 

For r i c e , see Chapter 9 o f t h i s r e p o r t , Tab le 
9 . 2 2 ; f o r beans and c o t t o n , see Tab le 8 . 2 . 

Source : 

Data Va lue : 

Beans 

Ri ce 

Cot ton 

.075 = ( . 037 

.114 = ( . 0 3 7 

.037 = ( . 0 3 7 

3400 

1800 

3000 

.6 ) x 10 " 

1 . 7 ) x 10 

. 33 ) x 10 

3 

- 3 

- 3 

33. T r a d i t i o n a l Land Area ( 7 . 1 2 ) ( B , T ) 

Def i ni t i on : 

Sou rce : 

Data Va l ue : 

The t o t a l l a n d area which a p p l i e s to the t r a d i -
t i o n a l s p e c i a l t ypes d e f i n e d f o r re form a n a l y s i s . 
I n p u t i n t hou sands o f h e c t a r e s . 

F i na l R e p o r t , Tab le 8 . 1 . 

Year Beans Ri ce Cotton 

2 486 76 .5 860 
3 510 80 .5 870 
4 535 84 .5 880 
5 560 88 .5 890 

34. I n i t i a l Rura l Output ( 7 . 1 3 ) 

Def i n i t i on : 

Sou rce : 

Data V a l u e : 

I n i t i a l t ime p e r i o d ou tpu t o f the r u r a l s e c t o r ; 
i n p u t i n m i l l i o n s o f U . S . d o l l a r s . A l l r u r a l 
ou tpu t i s i n c l u d e d i n t h i s s e c t o r except t h a t 
d e f i n e d i n the s p e c i a l modern t r a d i t i o n a l t y p e s . 
T h i s i s i n p u t on l y i n the i n i t i a l t ime p e r i o d . 

Based on I BGE , 1966 , pages 1 0 1 - 1 0 8 , 112 , 113, 
117, 132. The e s t i m a t e s gene ra ted from t h i s 
s ou r ce were i n c r e a s e d by 5% and i n f l a t e d to r e -
f l e c t the i n c r e a s e d r a t e of exchange and d i v i d -
ed by the base y e a r r a te o f exchange . See a l s o 
F i n a l R e p o r t , Tab le 7 . 2 . 

1. A g r i c u l t u r a l food ou tpu t 200 .0 
2. A g r i c u l t u r a l non - f ood ou tpu t 28.6 
3. E x t r a c t i v e i n d u s t r i e s 4 .7 
4. A l l o t he r i n d u s t r y 238 .0 

35. Growth Rate i n Rura l Output ( 7 . 1 3 ) 

D e f i n i t i o n : The expected growth r a te i n ou tpu t i n the f o u r 
major r u r a l p r oduc t t y p e s . I npu t i n m i l l i o n s 
o f U.S . d o l l a r s . 



S o u r c e : Ba sed on e x t r a p o l a t i o n s o f 1966 IBGE i n f o r m a -
t i o n ; F i n a l R e p o r t , T a b l e 7 . 2 ; and Projections 
of the Supply and Demand for Farm Production 
in B r a z i l , G e t u l i o V a r g a s F o u n d a t i o n S t u d y , 
V o l . 1 , 1 9 6 6 , pages 6 5 , 7 5 , and 93 . 

Data V a l u e : 

E s t i m a t e d at 5% pe r y e a r . 

3 6 . O n - f a r m Con sumpt i on f o r T r a d i t i o n a l O p e r a t o r s ( 7 . 1 5 ) 

D e f i n i t i o n : The p r o p o r t i o n o f t o t a l o u t p u t o f t r a d i t i o n a l 
s p e c i a l t y p e s c o n s i d e r e d o n - f a r m use f o r bo th 
c o n s u m p t i o n and i n p u t . 

S o u r c e : E s t i m a t e d by r u r a l s t a f f c o m p i l e d f rom Chap -
t e r 9 , T a b l e s 9 . a . 5 and 9 . b . 5 . 

Data V a l u e s : 

R i c e .2 
Beans .15 

37 . O n - f a r m Con sumpt i on f o r O t h e r R u r a l Food O u t p u t ( 7 . 1 5 ) 

D e f i n i t i o n : P r o p o r t i o n o f t o t a l f ood o u t p u t wh i ch i s c o n -
s i d e r e d o n - f a r m use f o r bo th c o n s u m p t i o n and 
as an i n p u t f a c t o r . 

S o u r c e : E s t i m a t e d by r u r a l s t a f f f rom e x t r a p o l a t i o n s 
o f the i n f o r m a t i o n c o l l e c t e d i n the f o u r - s t a t e 
a rea and p r o j e c t w o r k i n g memorandums. 

Data V a l u e : 

.2 

38 . On - f a rm Rate o f S p o i l a g e f o r Modern P r o d u c e r s ( 7 . 1 8 ) 

D e f i n i t i o n : S p o i l a g e as a p r o p o r t i o n o f t o t a l o u t p u t 
v a l u e ( o n l y s p o i l a g e b e f o r e f i r s t s a l e ) . 

S o u r c e : E s t i m a t e d by r u r a l s t a f f b a s e d on c u r r e n t 
t r a d i t i o n a l s p o i l a g e r a t e and p r o j e c t memo-
r anda on some d e m o n s t r a t i o n p r o j e c t s . 

Data V a l u e : 

R i c e .01 
Beans . 03 
C o t t o n .01 

39 . O n - f a r m Rate o f S p o i l a g e among T r a d i t i o n a l P r o d u c e r s ( 7 . 1 8 ) 

D e f i n i t i o n : ( s e e #38 above ) 

S o u r c e : C h a p t e r 9 F i n a l R e p o r t . 

Data V a l u e : 

Beans . 08 
R i c e .04 
C o t t o n .02 

40 . O n - f a r m S p o i l a g e f o r O t h e r Food P r o d u c t i o n ( 7 . 1 8 ) 

D e f i n i t i o n : ( s ee #38 above ) 



S o u r c e : E s t i m a t e d by r u r a l s t a f f u s i n g i n f o r m a t i o n 
from fa rmer s u r v e y and G e t u l i o Va rgas S t u d y , 
page 65. 

Data V a l u e : 

.06 

41. Rate of S p o i l a g e i n D i s t r i b u t i o n f o r Food P r oduc t s ( 7 . 2 3 ) 

D e f i n i t i o n : The p r o p o r t i o n o f t o t a l f ood a v a i l a b l e f o r 
s a l e assumed to s p o i l i n r u r a l d i s t r i b u t i o n 
by l o c a t i o n o f s a l e . 

S o u r c e : Chapte r s 8 and 9 , F i n a l R e p o r t ; G e t u l i o 
Va rgas S t u d y , page 65. 

Data V a l u e : 

Loca l r u r a l use .12 
R e c i f e .06 
E x p o r t .03 

42. A l l o c a t i o n o f Rura l Food Output ( 7 . 2 0 ) 

D e f i n i t i o n : P r o p o r t i o n a l s p l i t o f r u r a l f ood ou tpu t be-
tween R e c i f e , the r u r a l s e c t o r , and e x p o r t a -
t i o n . 

S o u r c e s : Compi led by p r o j e c t s t a f f from e s t i m a t e s o f 
e x p o r t a t i o n , and channel maps i n Chapter 9 
o f the F i n a l Repo r t . 

Data V a l u e : 

R e c i f e .15 
Rura l .73 
E x p o r t .12 

43. A l l o c a t i o n o f Other Rura l Output ( 7 . 2 1 ) 

D e f i n i t i o n : P r o p o r t i o n of non - f ood a g r i c u l t u r a l o u t p u t , 
e x t r a c t i v e p r o d u c t i o n , and o t h e r r u r a l o u t -
put which i s e x p o r t e d . 

S o u r c e : E s t i m a t e d by r u r a l s t a f f from i n f o r m a t i o n i n 
IBGE on e x p o r t a t i o n , the Hawa i i an Agronomic 
R e p o r t , S t a t i s t i c s from R e c i f e P o r t A u t h o r i t y , 
and Tab le 9B2 i n F i n a l R e p o r t . 

Data Va l ue : 

.05 

.5 

.2 

44. Base Year Non- fa rm Income ( 7 . 3 1 ) 

D e f i n i t i o n : Tota l va l ue o f income to r u r a l non - fa rm con -
sumer s . I n p u t i n m i l l i o n s o f U . S . d o l l a r s . 

S o u r c e : E s t i m a t e d by Webb, L a r s o n and H a r r i s o n . Con-
s t r u c t e d from e s t i m a t e d per c a p i t a income i n 
the towns of the f o u r - s t a t e area t imes the 
e s t i m a t e s o f p o p u l a t i o n i n those towns d e r i v e d 
from IBGE and Pernambuco s t a t e s t a t i s t i c s . 
E s t i m a t e d c u r r e n t per c a p i t a income i s $70 
and p o p u l a t i o n 2 m i l l i o n . 



Time P e r i o d 

2 3 4 

140 147 

45. Tota l Farm Income ( 7 . 3 1 ) 

Déf i n i t i on 

154 162 170 

Sou rce : 

Data V a l u e : 

46 

To ta l v a l ue of income of r u r a l farm consumer s . 
T h i s i n c l u d e s on - f a rm consumpt ion v a l u e d at 
f i n a l p r i c e s . I n p u t i n m i l l i o n s o f U . S . d o l -
l a r s . 

D e r i v e d from p o p u l a t i o n and per c a p i t a income 
e s t i m a t e s and from Chapter 7 o f the F i n a l Re-
p o r t . E s t i m a t e d c u r r e n t per c a p i t a income o f 
$65 and p o p u l a t i o n o f 5 m i l l i o n . 

1 

Time P e r i o d 

2 3 4 

325 338 352 366 380 

Average P r o p e n s i t y to Consume- -Non- fa rm Consumers ( 7 . 3 1 ) 

Def i n i t i on 

Sou rce : 

Data V a l u e : 

P r o p o r t i o n o f t o t a l income spent f o r f o o d , 
consumer g o o d s , m i s c e l l a n e o u s ( s e r v i c e s , r e n t s , 
t a x e s ) and s a v i n g . 

E s t i m a t e s d e r i v e d from b a s i s data i n Chapter 8 ; 
fa rmer s u r v e y s ; G e t u l i o Vargas S t u d y , pages 45 
and 57 ; and U .S . Department o f Defense n u t r i -
t i o n a l s t u d y . 

47 

Food .65 
Consumer goods .18 
M i s c e l l a n e o u s .15 
S a v i n g .02 

Average P r o p e n s i t y to Consume--Farm Consumers ( 7 . 3 1 ) 

De f i n i t i on 

Sou rce : 

Data Va lue : 

( see #46 above) T h i s i n c l u d e s p o r t i o n o f f ood 
used on the farm. 

Farmer s u r v e y s ; G e t u l i o Va rgas S t u d y , pages 4 5 , 
47 , and 57; and N o r t h e a s t B r a z i l N u t r i t i o n S u r -
vey. 

Food .7 
Consumer goods .2 
M i s c e l l a n e o u s .09 
S a v i n g .01 

48. Rura l D i s t r i b u t i o n M a r g i n s f o r Food ( 7 . 2 0 ) 

D e f i n i t i o n : G ro s s marg in as a p r o p o r t i o n o f o u tpu t a v a i l -
ab le f o r s a l e to r u r a l i n t e r n a l c on sumpt i on , 
R e c i f e and e x p o r t . 

B - 70 



Data V a l u e : 

Chapter 9 F i n a l Repor t m o d i f i e d by r u r a l 
p r o j e c t s t a f f . See r e s p e c t i v e channel maps 
i n Chapter 9 . 

Rura l i n t e r n a l .07 
Rura l consumpt ion .15 
R e c i f e .3 
E x p o r t .1 

49. T e c h n i c a l C o e f f i c i e n t s - - M o d e r n O p e r a t o r s ( 7 . 4 1 ) 

De f i ni t i on : 

Sou rce : 

Data Va l ue : 

T e c h n i c a l c o e f f i c i e n t s on a l l i n p u t s of 
modern s p e c i a l t y p e s , measured i n v a l ue 
i n p u t to va lue o u t p u t . 

T e c h n i c a l c o e f f i c i e n t s on i n p u t s f o r modern 
o p e r a t o r s e s t i m a t e d by r u r a l s t a f f . Based 
on e v i dence o f what a few modern o p e r a t o r s 
i n Bah ia and o t h e r a rea s demons t ra ted i n an 
e x t r a p o l a t i o n o f G e t u l i o Va rgas S tudy r e s u l t s . 

Beans Ri ce Cot ton 

Labor .5 .55 .5 
Farm i n p u t s .1 .1 .1 
Raw m a t e r i a l - - F o o d .07 .07 .07 
Raw m a t e r i a l - - N o n - f o o d .03 0 .02 
Other v a r i a b l e c o s t s .03 .03 .03 
Re s i dua l i n v e s t m e n t .15 .12 .15 
expenses 

R e s i d u a l p r o f i t s .12 .13 .13 

50. T e c h n i c a l C o e f f i c i e n t s - - T r a d i t i o n a l O p e r a t o r s ( 7 . 4 1 ) 

Def i ni t i on : 

Sou rce : 

Data V a l u e : 

T e c h n i c a l c o e f f i c i e n t s on a l l i n p u t s f o r 
t r a d i t i o n a l s p e c i a l t y p e s . I n p u t as va l ue 
o f i n p u t to va l ue o f o u t p u t . 

T e c h n i c a l c o e f f i c i e n t s on i n p u t s f o r t r a d i -
t i o n a l f a r m e r s , see Chapter 8 o f F i n a l Repo r t . 

Beans Ri ce Cot ton 

Labor .8 .85 .8 
Farm i n p u t s .05 .02 .05 
Raw m a t e r i a l - - F o o d .03 .05 0 
Raw m a t e r i a l - - N o n - f o o d 0 0 .03 
Other v a r i a b l e c o s t s .03 .01 .03 
R e s i d u a l i n ve s tmen t .04 .02 .04 
expenses 

R e s i d u a l p r o f i t s .05 .05 .05 

T e c h n i c a l C o e f f i c i e n t s on I n p u t s f o r the Other Four Rura l 
C a t e g o r i e s o f Output ( 7 . 4 1 ) 

D e f i n i t i o n : T e c h n i c a l c o e f f i c i e n t s on al 1 i nput s f o r the 
f o u r major c a t e g o r i e s o f r u r a l o u t p u t . I n p u t 
as va l ue o f i n p u t per u n i t v a l ue o f o u t p u t . 

S o u r c e : E s t i m a t e d by Webb, L a r s on and H a r r i s o n based 
on data from IBGE, r u r a l s u r v e y s , and i n d u s t r y 
s u r v e y ; U . S . Department of Defense n u t r i t i o n a l 



s t u d y ; G e t u l i o Va rgas S t u d y , page 82 ; s t a f f 
memos and l a b o r i n f o r m a t i o n i n fa rmer s u r v e y s . 

Other 
Food 

Non-Food 
A g r i cul t u re E x t r a c t i ve Other 

Labor .72 .72 .65 .15 
Farm i n p u t s .05 .05 0 0 
Raw mater i a l - - F o o d .03 0 0 .15 
Raw m a t e r i a l - - N o n - f o o d .03 .03 .1 .4 
Other v a r i a b l e c o s t s .02 .05 .1 .15 
R e s i d u a l i n ve s tmen t .05 .05 .05 .05 
expenses 

R e s i d u a l p r o f i t s .1 .1 .1 .1 

52. Sou rce S p l i t M a t r i x on Rura l F a c t o r I n p u t s ( 7 . 4 3 ) 

D e f i n i t i o n : Sou rce s p l i t m a t r i x on the t o t a l demand f o r 
i n p u t s by the r u r a l s e c t o r . Each e n t r y i s the 
p r o p o r t i o n o f a g i ven i n p u t which comes from a 
g i v e n s o u r c e . 

S o u r c e : E s t i m a t e d by p r o j e c t s t a f f u s i n g IBGE d a t a , 

p r o j e c t memoranda, and MSU/SUDENE r u r a l s u r v e y s . 

Data V a l u e : 

L o c a t i on 

Reci fe Rura l 
( i n t e r n a l ) 

I m p o r t / E x p o r t 

Labor 0 1 0 
Farm i n p u t s .6 0 .4 
Raw m a t e r i a l - - F o o d 0 .8 .2 
Raw m a t e r i a l - - N o n - f o o d .2 .4 .4 
Other v a r i a b l e c o s t s .2 .7 .1 
I n v e s t m e n t - a s s o c i a ted .15 .45 .4 
expenses 

Net p r o f i t a l l o c a t i o n .2 .55 .1 

H y p o t h e s i z e d Parameter Changes w i t h Reform Op t i on s 

A l l e s t i m a t e s made i n the p r e v i o u s s e c t i o n are u t i l i z e d i n 

the re fo rm s i m u l a t i o n s except where s p e c i f i c a l l y noted be low. Of 

the parameter s assumed to be time v a r i a n t i n the base s i m u l a t i o n , 

s h o p p i n g p r o p e n s i t i e s and t r a d i t i o n a l l a n d a reas under p r o d u c t i o n 

o f b e a n s , r i c e and c o t t on are f u r t h e r a l t e r e d . Other t i m e - v a r i a n t 

changes are r e t a i n e d i n the s i m u l a t i o n o f re fo rm p rog rams . A d d i -

t i o n a l t i m e - v a r i a n t parameter changes are added to those assumed 

i n the base s i m u l a t i o n . 

Modern D i s c o u n t Supermarke t Reform Program 

a. Ave rage P r o p e n s i t y to Shop ( 4 ) 

S o u r c e : A ga i n Chapte r s 3 , 5 , and 6 o f the Nason T h e s i s p r e s e n t 
the j u s t i f i c a t i o n s f o r these c h a n g e s , e s p e c i a l l y the 
summary and c o n c l u s i o n s of Chapte r 3. 



CHANGES IN SHOPPING PROPENS IT IES 

Modern Food O u t l e t s f o r Food 

Consumer Types (CTD-1 ) 

Year 1 2 3 4 5 

1 .3 .25 .15 .1 0 
2 .375 .315 .21 .15 .05 
3 .45 .38 .27 .2 .1 
4 .525 .445 .33 .25 .15 
5 .6 .51 .39 .3 .2 

T r a d i t i o n a l Food O u t l e t s f o r Food 

Consumer Types (CTD-1 ) 

Year 1 2 3 4 5 

1 .5 .63 .75 .84 .95 
2 .425 .565 .69 .79 .9 
3 .35 .5 .63 .74 .85 
4 .275 .435 .57 .69 .8 
5 .2 .37 .51 .64 .75 

Modern Food O u t l e t s f o r Consumer Goods 

Consumer Types (CTD-1) 

Year 1 2 3 4 5 

1 .03 .04 .05 .05 0 
2 .037 .047 .056 .055 .005 
3 .044 .054 ..062 .06 .01 
4 .051 .061 .068 .065 .015 
5 .058 .068 .074 .07 .02 

T r a d i t i o n a l Food O u t l e t s f o r Consumer Goods 

Consumer Types (CTD-1) 

ar 1 2 3 4 5 

1 .05 .11 .2 .45 .7 
2 .043 .103 .194 .445 .695 
3 .036 .096 .188 .44 .69 
4 .029 .089 .182 .435 .685 
5 .022 .082 .176 .43 .68 



b. R e l a t i v e P r i c e I ndex (7 ) 

S o u r c e : Chapter 3 s e c t i o n on summary and c o n c l u s i o n s o f the 
Nason The s i s . 

CHANGES IN RELATIVE PRICE INDEX 

Type o f D i s t r i b u t i v e O u t l e t (CTD-3 ) 

1 .92 .94 1 . 1 . 1 .93 1 . 
2 .917 .937 .995 .997 1 .93 1. 
3 .914 .934 .99 .994 1 .93 1. 
4 .911 .931 .985 .991 1 .93 1. 
5 .908 .928 .98 .988 1 .93 1. 

c. G ro s s Ma r g i n ( 8 ) and Rate o f S p o i l a g e (9 ) 

S o u r c e : See Tab le 3 .14 i n Nason T h e s i s f o r some o f the b a s i c 
i n f o r m a t i o n used i n e s t i m a t i n g these change s . 

Modern O u t l e t s ( f ood s a l e s ) 

Year (1 - M a r g i n ) S p o i 1 age 

1 .8 .01 
2 .803 .013 
3 .806 .016 
4 .809 .019 
5 .812 .022 

d. L o c a t i o n o f Pu r cha se of Food by Modern O u t l e t s ( 16 ) 

P r o c e s s e d Food N o n - P r o c e s s e d Food 

Re c i fe S o u t h - I m p o r t Rura l 
Year I n d u s t r y S e c t o r S e c t o r 

1 .42 .25 .21 
2 .407 .237 .236 
3 .394 .224 .262 
4 .381 .211 .288 
5 .368 .198 .314 

e. I n v e s t m e n t E x p e n d i t u r e s (due to the imp lementa t i on o f the 
re fo rm program) ( 29 ) 

Expec ted l e v e l of i n ve s tmen t e x p e n d i t u r e s a s s o c i a t e d w i t h the 
imp lemen ta t i on o f t h i s re fo rm o p t i o n w i th expec ted c o s t s f o r 
f o u r - y e a r p e r i o d ( m i l l i o n s o f U . S . d o l l a r s ) . 

Year 

2 1 .1 
3 2 .0 
4 .5 



Tota l Urban Reform Program 

a. Average P r o p e n s i t y to Shop (4 ) 

CHANGES IN SHOPPING PROPENS IT IES 

Modern Food O u t l e t s f o r Food 

Consumer Types (CTD-1 ) 

Year 1 2 3 4 5 

1 .3 .25 .15 .1 0 
2 .35 .29 .19 .125 .03 
3 .4 .33 .23 .15 .06 
4 .45 .37 .27 .175 .09 
5 .5 .41 .31 .2 .12 

T r a d i t i o n a l Food O u t l e t s f o r Food 

Consumer Types (CTD-1 ) 

Year 1 2 3 4 5 

1 .5 .63 .75 .84 .95 
2 .45 .59 .71 .815 .92 
3 .4 .55 .67 .79 .89 
4 .35 .51 .63 .765 .86 
5 .3 .47 .59 .74 .83 

Modern Food O u t l e t s f o r Consumer Goods 

Consumer Types (CTD-1) 

Year 1 2 3 4 5 

1 .03 .04 .05 .05 0 
2 .035 .044 .054 .053 .003 
3 .04 .048 .058 .056 .006 
4 .045 .052 .062 .059 .009 
5 .05 .056 .066 .062 .012 

T rad i t i onal Food O u t l e t s f o r Consumer 

Consumer Types (CTD-1 ) 

Year 1 2 3 4 5 

1 .05 .11 .2 .45 .7 
2 .045 .106 .196 .447 .697 
3 .04 .102 ,192 .444 .694 
4 .035 .098 ,188 .441 .691 
5 .03 .094 ,184 .438 .688 



Rate of S p o i l a g e (9 ) 

CHANGES IN THE RATE OF SPOILAGE 

Type o f O u t l e t 

Modern T r a d i t i o n a l 1 T r a d i t i o n a l 2 
Year Food C. Goods Food C. Goods Food C. Goods 

1 1 .01 1 .01 1 .2 1 .04 1.1 1 .03 
2 1 . 013 1 .01 1 .175 1 .04 1 .09 1 .03 
3 1 .016 1 .01 1 .15 1 .04 1 .08 1 .03 
4 1 .019 1 .01 1 .125 1.04 1 .07 1 .03 
5 1 .022 1 .01 1.1 1 .04 1 .06 1 .03 

M a r g i n i n Modern Food O u t l e t s f o r Food (8 ) 

Year 

1 .8 
2 .803 
3 .806 
4 .809 
5 .812 

R e l a t i v e P r i c e s (7 ) 

CHANGES IN THE RELATIVE PRICE IND ICES 

Type o f O u t l e t 

Modern T r a d i t i o n a l 
Year Food C. Goods Food C. Goods 

1 .92 .94 1. 1. 
2 .915 .935 .987 .995 
3 .91 .93 .974 .99 
4 .905 .925 .961 .985 
5 .9 .92 .948 .98 

L o c a t i o n o f Pu rcha se o f Food by Modern O u t l e t s ( 16 ) 

(SAME AS FOR MODERN DISCOUNT REFORM) 



f . L o c a t i o n of Pu rcha se of Food by T r a d i t i o n a l Ne i ghbo rhood 
S t o r e s (16 ) 

NON-PROCESSED FOOD 

Year Rura l S e c t o r S o u t h - I m p o r t S e c t o r 

1 .27 .13 
2 .283 .117 
3 .296 .104 
4 .309 .091 
5 .322 .078 

g. I n ve s tmen t Funds Committed to Reform Program ( i n m i l l i o n s o f 
U . S . d o l l a r s ) 

Year 

1 
2 
3 
4 

2.1 
3.75 

.75 

.1 

The To ta l Urban and Rura l Reform p r o g r a m - T h i s re fo rm p r o -

gram i n c l u d e s a l l parameter changes i n c o r p o r a t e d f o r the t o t a l 

urban re fo rm program and adds a d d i t i o n a l pa rameter changes i n the 

r u r a l s e c t o r . See the p r e c e d i n g s e c t i o n f o r an o u t l i n e o f the 

parameter changes i n the urban s e c t o r . Below are o n l y t ho se p a r a -

meter changes i n a d d i t i o n to ones f o r the urban m o d e r n - t r a d i t i o n a l 

r e fo rm program. 

a. Rate of i n c r e a s e i n the ou tpu t o f farm i n p u t s i n the R e c i f e 
i n d u s t r y s e c t o r i s assumed to i n c r e a s e from 5% to 15% over 
the f i v e - y e a r p e r i o d . ( T h i s , o f c o u r s e , i s c o n d i t i o n e d by 
the e f f e c t s of D e c i s i o n R o u t i n e - C a p i t a l I I . ) 

b. D i s t r i b u t i o n Gro s s M a r g i n s ( 48 ) 

M a r g i n on goods 
s t a y i n g i n r u r a l 
a rea f o r i n t e r n a l M a r g i n on goods 

Year f i n a l consumpt ion g o i n g to R e c i f e 

1 .15 .3 
2 .15 .3 
3 .15 .3 
4 .14 .29 
5 .13 .28 

c. Modern Land Y i e l d s ( 30 ) 

S o u r c e : The h y p o t h e s i z e d i n c r e a s e s i n y i e l d were e s t i m a t e d 
u s i n g demons t ra ted e f f e c t on some farms i n the a reas 
and r e f e r r i n g to NO Easy H a r v e s t by M i l l i k a n and Hap-
good as we l l as S u g e s t o e s para Aduba$ao by Rober t Cate. 
(See parameter d e f i n i t i o n 30 f o r method o f c a l c u l a t i o n 
o f y i e l d s . ) 



Modem P roduce r s Y i e l d Changes 

P r oduc t Type 

Year Beans Ri ce Cot ton 

1 .105 .16 .056 
2 .105 .16 .056 
3 .12 .182 .056 
4 .135 .205 .056 
5 .142 .217 .056 

Modern Land Area (31 ) 
( i n thousands o f h e c t a r e s ) 

P r oduc t Type 

Year Beans R ice Cot ton 

1 0 0 0 
2 2 . 3 .64 10. 
3 12 .2 3 .40 10. 
4 38 .4 10 .60 10. 
5 67 .0 18.40 10. 

T r a d i t i o n a l Land Area ( 33 ) 
( i n thousands o f h e c t a r e s ) 

T r a d i t i o n a l Land Area Changes 

P r oduc t Type 

Year Beans R ice Cot ton 

1 464 .0 73.0 852. 
2 483.7 75.9 860. 
3 4 97 . 8 77 .1 870. 
4 496 .6 73.9 880. 
5 493 .0 70 .1 890. 

I n ve s tmen t Fund Committed f o r Reform Imp lementa t i on (29 ) 
( i n m i l l i o n s of U .S . d o l l a r s ) 

Year Urban Rura l To ta l 

1 2 .10 .75 2 .85 
2 3. 75 1 .50 5 . 25 
3 .75 2 .00 2 .75 
4 .1 1 .50 1 .60 
5 0 .55 .55 






