PROVE – Small Agricultural Production Verticalization Program

*João Luiz Homem de Carvalho

INTRODUCTION

The PROVE is a program designed to promote small agricultural production, processing and trade involving many urban and peri-urban agricultural systems, including vegetable-gardening, fruit-growing and livestock systems. The State intervenes at the individual and/or collective level. Low-income populations are the target audience.

The PROVE began when the first agro-industrial facility was established in the Federal District, on 20 October 1995. In the 1995-1998 period, 132 agro-industrial facilities were built in the Federal District. In following years, the Program was implemented in different cities in the states of Minas Gerais, Mato Grosso do Sul, and Santa Catarina and in 28 cities in other states. In 2001, the Program began to be implemented in Quito, Ecuador. About 500 agro-industrial facilities have been built in Brazil according to PROVE principles, as a result of which the monthly per capita family income of those covered by the program rose from 25 to 100 dollars. In average, each project generates jobs for 6 people, who usually are members of the same family. The funds spent by the public sector with the PROVE (US$ 200) for each job it generates are strictly related to expenses with the existing installed capacity, i.e. wages, cars, fuel, etc., since all the remaining costs are borne by the producers themselves.

Contextualization of the PROVE

In five years, over 400,000 small farms were closed down in Brazil, forcing about 2 million people to leave rural areas. Since jobs are not available in cities for so many people, this rural exodus has played a major role in increasing the unemployment rate.

On the other hand, the increasing urbanization prevailing nowadays has led to an increase in the demand for processed products for practical reasons and because they require less time to be prepared for consumption. Verticalizing small-scale agricultural production schemes constitutes the best option to capitalize small farmers because it allows all family members to engage in the productive activity and value to be added to the products. The potential of the domestic market is another aspect to be considered in this connection. Over 80% of the world production focuses on domestic markets, and 90% of all workers in the world are cultivating different products for these markets (FERRER, 1997).

The PROVE was designed to tackle problems brought about by the prevailing restrictive economic model by taking advantage of the increasing demand for processed products, of the availability of potential workers within families, and of the potential of the domestic market. It was developed to provide small farmers and their families with appropriate conditions for producing, processing, and trading their products and with jobs, income and proper living conditions.
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In order to provide a better understanding of the PROVE, three of its main features will be described below:

1 – Overall objective and strategies, with emphasis on adding value to products

The overall objective of the PROVE was to show that verticalizing small production schemes is a positive social option to ensure sustainable development based on solidarity.

For this purpose, specific strategies have been developed for socially excluded producers, such as:

· Supporting them in the process of producing, verticalizing, and trading their agricultural products, enhancing their competitiveness on the formal market;

· Ensuring bank credits and access to sophisticated points of sale;

· Implementing actions to encourage and support them in the establishment of associations, cooperatives, etc., so as to ensure the sustainability of the program;

· Placing the installed capacity of the State at the service of these small farmers as a priority.

Adding value to the products by taking advantage of the labor available within the family was the most important strategy to promote competitive advantages.

2 – The Target Audience of the PROVE

Major social problems have been, to a large extent, caused by the lack of public policies specifically designed for certain segments of society that are being increasingly excluded from development models adopted in Brazil. These groups include people who live in properties of their own, are engaged in farm activities on a full-time basis, and have a monthly per capita income of 24 dollars at most. These were the groups that the PROVE was designed to cover. (Classification of Rural Producers in the Federal District - CLASSIFICAÇÃO DOS PRODUTORES RURAIS DO DF, 1997)

3 – State Intervention or the Social Desegregation Ladder

The PROVE was designed to enable small farmers to overcome certain fundamental stages or hurdles in the production, processing, and trade of their products which in our opinion can segregate them.

For illustrative purposes, we compared these stages to rungs in a ladder (11 rungs) that small farmers have a very hard time climbing. Enabling them to climb these rungs is a fundamental requirement to ensure the success of the PROVE and, consequently, to ensure their social integration with sustainable development and solidarity.

3.1 – Motivating Institutions to Engage in the PROVE

If public institutions are not motivated to meet the needs of these people, it is likely that we will not be able to implement the PROVE successfully.

In order to implement actions to motivate institutions to do so, we need to design a strategy that will depend very much on being aware of at least two prerequisites. First, we must be aware of how and for what purpose existing public institutions engaged in implementing a program such as the PROVE were set up. Second, we should not underestimate the capacity of technicians, extensionists, and major actors of these institutions who work with rural producers to react if a certain idea displeases them.

The main realization is that these public institutions and most of their staff of civil servants tend to nurture the notion that the most important thing is to support the “modernizing power of ‘super-harvests’, record exports, overwhelming technological achievements, soybean production, exports of citric fruits, and the fast introduction of techniques in integrated sectors of the Agro-Industrial Complex” (Sampaio in Abramovay, R., 1992).

These are the people we rely on to implement the PROVE in the Federal District and other states and municipalities in Brazil in our quest for a new paradigm for the rural environment. As a strategy, we made sure that the technicians involved would be provided with all the required information about the program to be implemented. Courses, presentations, and seminars on the need to work with socially marginalized rural producers were used for that purpose. The political determination of the government as a whole to carry out the program was also clearly demonstrated to them. Priority was placed on disseminating the program, so as to enhance its visibility, leading the government, farmers, and society at large to support it and attracting technicians who had rejected the proposal previously.

Photograph 1 – Dissemination activities began with a party to celebrate the establishment of an agro-industrial facility in Betim, state of Minas Gerais.

Even though they did not believe in the program, some technicians changed their mind regarding its main audience and began to endorse the idea that small farmers should be the target audience for public rural extension activities. There is no doubt that the success of the program and its dissemination played a major role in bringing about this result.

One of the lessons learned was that the appropriateness of implementing the Program should not be immediately imposed on the institutions, since the PROVE is a proposal that is completely different from what they used to deal with regularly under previous administrations.

3.2 – Providing incentives to a socially marginalized audience

The main concern of people belonging to this audience is making a living and having the basic needs of their families met. They are not members of associations, organized movements, unions, etc. They live a modest life and routinely work in their own small farms or other places as occasional wage earners. They only leave their homes to buy food and other essential items or to attend religious ceremonies.

They don’t believe in governmental actions. History has shown that all programs traditionally offered to them in the past brought more losses than gains.

In order to motivate them, the advantages of adding value to small rural production schemes as a means to enhance the value of their own work and collective practices without closing the doors to people who wanted to take part in the program individually were described to them, and they were also encouraged to create the ASPROVE – DF – Association of PROVE-DF Producers and supported in the process of establishing it.

The APROVE – Association in Support of Small Agricultural Production Verticalization - was also created. This NGO was established for the purpose of supporting and encouraging initiatives of small farmers and ASPROVE with a view to verticalizing their small agricultural production schemes regardless of any governmental action.

3.3 – Ensuring Credit Lines

We know that credit lines for small farmers in Brazil are clearly insufficient and that banks, whether private or state-owned, provide the same treatment to segments of society facing different situations. Our struggle to make credit lines available to small farmers was based on actions to make financial agents recognize that they need a different treatment. High-ranking authorities pressed the managers and boards of financial agents to recognize this fact and demonstrated to them the feasibility of the program and the political willingness of the government to implement the PROVE. As a result of this action, they became more flexible in the provision of credit lines to small farmers. Much of the red tape involved was eliminated. Credit lines are now provided by both public and private finance agents at market interest. For this purpose, a Guarantee fund created by the public sector is used to guarantee loans of up to US$ 7,000 (individual projects) and US$ 25,000 (collective projects). For loans above these limits, the borrowers have to provide a collateral. The grace period for repayment in connection with each project varies according to the repaying capacity of each borrower, but it typically ranges from 1 to 2 years and from 4 to 6 years, respectively.

We noticed that the situation improved after the guarantee fund was established, but the problems of those who had no collateral to provide and had a bad credit record remained. They could not get any credit and were not able to overcome the obstacles of their underprivileged status.

3.3.1 – Mobile Agro-Industrial Facilities

The determination to fight in favor of the underprivileged led us to “invent” a mobile agro-industrial scheme. The idea arose from the need to consider people who, despite having their credit applications turned down, were competent enough to generate income and jobs. After all, these people rejected by the banks must be provided with means to work, raise their children, and lead a meaningful life.

Photograph 2 – A mobile agro-industrial facility arriving at the Luz municipality, state of Minas Gerais.

The agro-industrial facility shown above, which was built for a small farmer in the Luz municipality, state of Minas Gerais, is made up of a metallic structure and PVC finishing. Weighing 2,000 kg, it can be transported by truck. Because it is a durable and removable good, it can be used as collateral for a loan. If the loan agreement is not complied with, the finance agent can take it and finance it for another person. With this arrangement, the problem of the lack of guarantee for a loan would be eliminated. This arrangement also solved the problem of young people who cannot provide any collateral for a loan because they are in the early stages of their professional life.

3.4- The PROVE specific sanitary legislation and law

Like the financial system, the laws providing for the inspection of animal and vegetal products in farms in Brazil make it impossible for many people to engage in such activities. Based on laws passed in the early 1950s, they were drafted for the elites and are not fit for small-scale agricultural activities. 

Given this fact, it was necessary to review and reformulate the Law of the Federal District for the Inspection of Animal and Vegetal Products. The State Government drafted a set of rules for the construction of small agro-industrial facilities (30-40 m2) and turned them into a law. Among these laws setting out rules for implementing and operating Mini-Agro-Industrial Facilities for animal and vegetal products, we drafted specific laws for the Prove (Law of the Federal District for the Inspection of Animal and Vegetal Products - LEGISLAÇÃO DO DISTRITO FEDERAL Brasília, 1998). These laws served as an example for other Brazilian states and cities, which have developed their own laws as well. 

One of the strategies we devised to consolidate the PROVE was to propose a bill to ensure its continuity and also the availability of fiscal incentives for the program, based on a specific tax law for manually processed products. After the legislative assembly of the Federal District passed the “Prove Law” (1998), we began to work on issues related to the tax law as well. 

We managed to develop new alternatives for agricultural activities and to expand the producing capacity of small farmers by enabling them to benefit from new, effective, and scientifically adapted and approved technologies. We demonstrated that simplifying administrative and bureaucratic procedures for the production process is not only possible, but also indispensable for economic and rational reasons, and by doing this we ensured benefits to all.

3.5– Building Small Agro-Industrial Facilities

Once the law was passed, we began to develop projects for small agro-industrial facilities such as slaughterhouses for small and medium-sized animals and facilities for producing sweets, pre-processed vegetables, preserves, dairy products, etc.

Civil engineering and architecture studies were carried out for agro-industrial facilities. Because of the small size of these facilities, we had to study the best way to build them in compliance with requirements related to raw material flow, thermal conditions, etc. (Carvalho, 1998). A picture is shown below of the basic model that can be built with bricks and mortar or pre-molded concrete blocks, or with iron plates and Styrofoam, totaling 37 m2. The requirements for the model were that it should have an open reception area, one bathroom, a processing room and a warehouse, openings in the walls for product displacement as necessary, disinfecting shoe bath stations and screens on the windows for protection against insects (Brasília Rural, 1996).

Photograph 3 – Pre-Molded Agro-Industrial Facility

3.6 – Training

Training the target audience was not difficult, since these people already knew how to make sweets, sausages, bread, cookies, etc.

Training was provided to these small producers on how to step up the production of raw materials and visits were paid to supermarkets to provide theoretical and practical guidance to them on how to trade processed or semi-processed products. Four courses specifically designed for the target audience of the PROVE were provided as a means to increase its basic knowledge on topics related to the establishment of associations and cooperatives, rural management (costs and market), and food hygiene and handling, in addition to regular courses to teach them how to manufacture different products.

3.7 – Availability of Inputs

The way processed products are packaged constitutes an extremely important matter for trading them. In addition to the packaging, many other inputs are necessary for manufacturing different products. In order to have a good packaging or any other inputs, small producers have to overcome barriers imposed by their manufacturers, which tend to sell such items only in large quantities and to require payment in advance. Small producers do not have enough funds to buy these inputs.

For this reason, the Small Agro-Industry Counter was created as a means to enable small producers to buy small-sized machines and equipment, tools, wrapping materials, uniforms, cleaning materials, and over 100 other basic products for agro-industrial facilities. Purchases costing up to US$ 180 could be paid in four equal interest-free monthly payments. The possibility of paying for these inputs in installments and of buying them in small quantities and at market prices made things easier particularly for those who lacked the much-needed working capital, which plays a major role in creating bankruptcy situations for small companies.

Photograph 4 – the Small Agro-Industry Counter

3.8– Publicity and Marketing

Small producers find it difficult to understand anything about publicity and marketing and it’s virtually impossible for them to do these things themselves. We believe that the State should make professionals in this area available to this audience on a full-time basis for the purpose of designing and implementing a Publicity and Marketing plan for their products. 

One of the most important tasks was to create a trademark identifying the program and covering all products. The advantages of having a single trademark for the program are very strong in terms of publicity also, since any advertisement of the trademark would benefit all producers covered by it equally and in a cost-effective manner. 

The selected trademark was PROVE (meaning “taste this” in Portuguese), an acronym that identifies the verticalization program as a powerful word with a provocative meaning (considering that 100% of the clients of the program produce food products). It also serves as a quality seal by linking the products to the program, thereby conveying a message of credibility and safety to end consumers. In the state of Mato Grosso do Sul, the trademark is PROVE-PANTANAL (a reference to the Pantanal region), and in the state of Minas Gerais it is PROVE É DE MINAS (meaning “taste this, it was made in Minas”).

The barcode technology was adopted for producers. Although their products are semi-processed or hand-made, people tend to consider products bearing a barcode as “chic” items. Billboards were displayed in different points of the city, radio and television spots were aired, and pamphlets about the PROVE were handed out.

3.9 – Trading the products

The small agro-industrial facilities produce sweets, jams, honey, yogurt, different kinds of cheese, spices, preserves, teas, cakes, special breads, she goat milk, quail eggs, free-range chickens, and many other products of excellent quality that can please the most demanding clients.

Trading the products constitutes the end point of the production process and its most difficult stage. However, the PROVE has shown that it is much easier to sell a good product with an attractive packaging, a professional label, a barcode, and the “stamp” of the sanitary inspection service, regardless of whether it was manufactured on a small scale and by low-income people.

PROVE products are sold at competitive prices, but they are not cheap. For this reason, it’s the middle class that consumes them, which is fully in tune with the objectives of the program.

We created the Producer Kiosk to give visibility to PROVE products, boost sales, and prevent the value that is added by processing the products from being lost to middlemen. The Agriculture Secretariat decided to use these kiosks until the products were more widely known and recognized for their quality and more easily sold in supermarkets. We had two kinds of Producer Kiosks: a government-managed type and another one that was set up in supermarkets and was completely independent from the government.

PROVE products began to be sold in supermarkets as a result of an agreement between states, supermarkets and producers. Market research was carried out to measure the receptivity of consumers in relation to the products. (Prove Market Research – Pesquisa Prove, 1998)

Photograph 5 – The Producer Kiosk in supermarkets with Marketing Agent

Photograph 6 – Prove products

3.10– Inspection and Control

For end consumers to be assured of the hygienic and sanitary conditions of PROVE products, they must know that they are inspected at the production site and are subject to strict quality control measures. For this purpose, chemical and microbiological analyses of the products are carried out and they are periodically inspected.

The costs of the lab analyses carried out for quality control purposes were borne by the State. These analyses improved the hygienic conditions of the products and raised the awareness of producers in relation to hygiene requirements.

3.11 – Follow-up

The importance of ensuring the success of the PROVE led us to insist that public authorities should carry out studies and ongoing follow-up actions in all phases of implementation of the program. The PROVE was followed up in its four implementation phases as briefly described below (Duarte, 1998):

1st Phase: dissemination of the program; actions to motivate institutions to engage in the program; actions to motivate producers to engage in the program; preparation of projects and application for credits from financial agents.

2nd Phase: credit approval; purchase of materials and equipment; construction of agro-industrial facilities; raw material production; definition of rules.

3rd Phase: development of technologies for processing and standardizing products; quality control; managerial training for producers; marketing; routine follow-up by rural extensionists.

4th Phase: emancipation – small farmers no longer excluded from society.

Among the various initiatives taken by the Agriculture Secretariat of the Federal District to follow up on the PROVE on a permanent basis, asking the families covered by the Program to evaluate it was a strategic priority to initially record how socially excluded farmers, the target audience of this public policy, perceived their participation in the PROVE, a participation intended to promote development-oriented changes, economic autonomy, and social integration.

Based on the information collected from this evaluation, it was seen that the PROVE provides the necessary elements to ensure its success and main objective, namely, including small farmers of the Federal District in the productive system and restoring their citizenship rights. 

It’s worthwhile mentioning that in addition to changing productive practices, which is an unquestionable result of the program, the PROVE also paved the way for a gradual change (but in our understanding an irreversible change, once integrated into the daily lives of the producers) in the mentality and social awareness of the producers covered by it in relation to the world at large and themselves.

In most cases, they no longer perceive themselves as housewives, backwoodsmen, and employees and begin to think and act like rural entrepreneurs, i.e. individuals who can understand more clearly the logic of the context that had excluded them before (Biserra, 1998).

The fact that they have developed the ability to manage their own businesses, to understand the cost-benefit ratio of their activities, to keep accounting records of their agro-industrial work, and to overcome present difficulties by making plans for the future clearly evinces the changes that took place in the lives of these people. They absorbed both concrete and symbolic elements that were not part of their reality before the program.

Analyses and follow-up papers on the PROVE are being prepared in increasing numbers. In addition to the many dissertations on the subject written in master’s and doctor’s degree programs, a project is under way in the municipality of Sidrolândia, state of Mato Grosso do Sul, Brazil, where 100 agro-industrial facilities are being built under the coordination of EMPBRAPA – Brazilian Agriculture/Livestock Research Company – and UnB – University of Brasília, on “the impacts of the PROVE on the environment, gender issues, social issues, the use of new technologies, and mechanisms to boost the local economy.”

Competing with 325 other programs, the PROVE was awarded a distinction prize in the contest “Public Management and Citizenship,” sponsored by the Getúlio Vargas Foundation, Ford Foundation, and National Economic and Social development Bank.

The excellent transferability of the Program can be mainly attributed to its massive dissemination through the national media and to the thousands of site visits paid by people coming from different parts of Brazil and from abroad to Brasília. These people confirmed that the program is feasible particularly because it can be implemented easily and at a low cost for public agencies and can boost the local economy.
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