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FOREWORD TO THE ENGLISH EDITION

This series of publications contains the main information on the
result of audits of social programs carried out by the TCU for the purpose
of evaluating the performance of the Federal Government in areas that
are strategic for Brazilian society. The activities were developed within
the scope of the Brazil/UK Technical Cooperation Agreement, in force
since 1998.

The aim of this document is to disseminate information about the
action of the TCU, reporting the development of the audited programs and
their main characteristics to the Supreme Audit Institutions and other
pertinent international organizations.

This issue presents information on the TCU audit aimed at evaluating
the performance of the Program Irrigation and Drainage, managed by the
Water Infrastructure Secretariat of the Ministry of National Integration,
by the Company for Development of the Sao Francisco and Parnaiba
Valley — Codevasf and by the National Department of Works Against
Droughts — DNOCS.

Valmir Campelo
Minister-President
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Evaluation of the Irrigation and Drainage Program

The Brazilian Court of Audit carried out an audit from August to
October of 2001 aimed at evaluating the performance of the Irrigation and
Drainage Program, included in the 2000-2003 Pluriannual Plan. The
Irrigation and Drainage Program is managed by the Water Infrastructure
Secretariat of the Ministry of National Integration, by the Company for
Development of the Sdo Francisco and Parnaiba Valley - Codevasf and
by the National Department of Works Against Droughts — DNOCS.

The objectives of the Irrigation and Drainage Program are:

a)  contribute to the sustained development of irrigated agriculture,
privileging the interventions aimed at increasing job opportunities;

b) contribute to the increase of income;
c¢)  reduce regional inequalities; and

d)  ensure competitiveness of the products, reducing external
dependence and increasing their participation in increasingly
competitive markets.

Two different situations were identified regarding the administration
of the common use infrastructure (irrigation channels, hydraulic pumps,
and others) of the irrigation perimeters implanted by the federal government:
emancipated perimeters, that is, projects in which maintenance of
infrastructure is the responsibility of the irrigators, and non-emancipated
perimeters, where there is still transfer of public resources for maintenance
and administration of the common use infrastructure. The administration
of the non-emancipated perimeters is carried out by Codevasf, DNOCS
and competent state bodies (in the case of the perimeters executed by the
states through contracts with the Federal Government). This administration
is carried out, in many of the irrigation perimeters, jointly with the Irrigation
Districts or Associations of Irrigators - entities that represent the irrigators.



What was evaluated?

The irrigation perimeters supervised by Codevasfand DNOCS were
evaluated in order to identify the factors responsible for their greater or
lesser success, that is, their ability to fulfill the objectives of the Program;
to detect good managerial practices, and to find appropriate means to
disseminate them to the other irrigation perimeters.

Why was it evaluated?

Recognizing the importance of the Program for the development of
the Brazilian semi-arid regions, in recent years the Court has been auditing
irrigation projects implemented by the Federal Government through
DNOCS, Codevast or through the decentralization of resources by means
of contracts with States and Municipalities. In these audits it was observed
that the agencies involved act in an uncoordinated manner and that there
are no performance evaluations that allow measurement of the results
achieved.

How was the work developed?

The audit work was developed in three distinct stages. In the first
one, the irrigation perimeters were classified according to success criteria
such as: self-sustainability, income and employment generation, agricultural
production, and others. Later a methodology for measuring efficiency
called Analysis of Data Enclosure — DEA was applied', the, and the
irrigation perimeters were classified again according to the efficiency rates
obtained. When the two perimeter classifications were compared in order
to validate them, a high correlation was found, allowing grater confidence
as to the adequacy of the classification established by means of the initial
criteria.

In the second stage, factors considered important for the success
of an irrigation perimeter were investigated in more detail. To this end, a

' Efficiency meaning the greater capacity to generate products with the least amount of
inputs.
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total of twelve irrigation perimeters, located in the States of Alagoas, Ceara,
Pernambuco, Sergipe, Bahia, and Minas Gerais, were visited. They were
selected according to their greater or lesser success. In these perimeters,
family and enterprise irrigators, administrators and other parties involved
were interviewed, as were the managers of local agencies of the Banks of
Brazil and of the Northeast.

In the third stage, we analyzed ways to disseminate the best
managerial practices observed in the case studies throughout the irrigation
perimeters. Finally, recommendations were made. If they are implemented
they will contribute to better performance of the Program.

What TCU found

The work revealed the existence of factors that hinder improvement
of the performance of the irrigation perimeters. The following should be

highlighted:
a)  insolvency of the irrigators regarding the investment amortization
tariffs (K1) and maintenance of the common use infrastructure (K2);

b) little integration between agencies responsible for irrigation-related
actions;

c)  existence of large idle irrigable areas in the irrigation perimeters;

d) little organization on the part of the irrigators for commercialization
of their production;

e)  management deficiency of the Program;

f) low level of self-sustainability of the perimeters (see graph below).
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The graph above shows the percentile difference between the
amounts collected from the tariff for common use infrastructure
maintenance (K2) and maintenance and operation expenditures - M&O
of the perimeter. Most of the perimeters register deficit in this ratio,
demonstrating their low level of self-sustainability and dependence on public
resources for their maintenance. The main reason for the constant need
for transfers of public resources is the significant insolvency of the irrigators
regarding the K1 and K2 tariffs owed to Codevasf and DNOCS. Some of
these perimeters do not produce enough for their maintenance; however,
some of them are great income generators (as can be seen in the graph
below), which does not justify their dependence on public resources.

It was also important to verify the disparity of annual income between
the various irrigation perimeters per irrigable hectare (graph presented
below). This demonstrates the great differences in results achieved and
the potential for improvement of the worse classified perimeters. The
main causes identified for small income generation are: low production
caused by lack of water in some perimeters, the presence of idle areas,
low qualification and lack of organization of the irrigators and the plantation
of subsistence cultures with low commercialization value. On the other
hand, the main factors identified for the achievement of high income are:
production aimed at exportation - mainly fruits, existence of enterprise
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batches, good general infrastructure (transportation, electrification and
others) and processing companies.

Annual income per hectare

o

o
[
[
I

IN
[
[
I

)
[
[
I

Income per hectare
(R$ x1,000.00)

N
[
[
I

=

Perimeter

LI0N0nnEennannnnacnnsen-.
STvOoZW® ECOOWTA5000TTTIVOSH OMOMK I NISTMBPVOISITIOIZZIOLOO
222285580 m3329253328535885¢ MOGE0zZocneaspSeRc gl
Q3 20CZzZ80ERSEESRE82028 3233222288098 2855855882
538305988 C 202> CHNEE252Cs532m0sl57 =223 2nMecImr?E3M™m523
39R0 80 H 1M@ao>00v323z555 ¢S »nZ20g=>m0O0y RO Lc
2529880805500 2J2P732R253839ME06 $I80520303 >8 &I
m CT->33g> I 2 Iz 9239 ¢°F £ o 23883 o >3
> 3 cz s} 5 *2 *E@Mgz © 5 o @ kY =
g R § > %873 3 8 > 855 3
S > 2 6 z & 3 gn 2
=4
m g F e :
2 o T
2 o
=4 1
o
m
3
I
Z
=

The graph above presents the income earned by the perimeters per
irrigable hectare in the year of 2000. Idle areas have a strong negative
impact on the result, since an area whose common use infrastructure is at
least partially constructed is computed even though it is not producing.
Thus, the idle irrigable areas identified in the irrigation perimeters of
Codevasf and DNOCS add up to about 52,025 hectares, corresponding to
an investment of approximately R$1,352,650,000.00 already made in
unproductive infrastructure.

The audit also questioned the insistence, mainly on the part of
DNOCS, on maintenance of perimeters that are economically unfeasible.
Analysis of the two graphs presented above shows several perimeters
that do not manage to generate income and, as a result, cannot sustain
themselves. It is necessary to study the extinction of some of these
perimeters as well as payment of less costly compensatory actions to their
irrigators. R$ 75,176,236.00 are needed just for the repair of the



infrastructure of the problematic perimeters of DNOCS, without any
perspective of improvement in their performances.

The work evidenced lack of integration between the actions of the
Ministry of National Integration, DNOCS and Codevasf - both subordinated
to the Ministry - and the actions taken by the state and municipal
governments. This is reflected in the different actions of the bodies and in
the lack of transportation and electrification infrastructure and lack of other
local services in some cases. Moreover, some agencies that are important
for the Program such as the Ministry of Agriculture and Supply, Bank of
Brazil S/A and Bank of the Northeast of Brazil, do not work in an integrated
manner with the executors of the irrigation policy.

Good practices

The work revealed the existence of positive practices in some
perimeters, which contribute to the good results. We would like to highlight
some of them: constitution of an endorsement fund (reserve that guarantees
part of financing carried out) as a tool to facilitate access of the irrigator to
bank credit; the selection of family and enterprise irrigators for the same
perimeter as a way to improve culture techniques and to facilitate
commercialization for the small producers; the construction of distribution
centers for agricultural products close to the perimeters as a way to improve
commercialization of those products for the irrigator; the selection of the
irrigators according to criteria that favor their success such as previous
irrigation experience, educational level and entrepreneurial ability; and the
promotion of squads of irrigators to work on the maintenance of the drainage
and irrigation channels. The TCU recommended that the executors of the
Program disseminate such practices throughout the perimeters.
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What can be done to improve the performance of the
Irrigation and Drainage Program

The importance attributed to the Irrigation and Drainage Program
in the development of the Brazilian semi-arid can be estimated by the
volume of resources allocated to the Program in the General Federal
Budget: R$ 457,369,797.00, just in the year 2001. The huge amount of
public resources already invested in this Program in the last three decades
must also be considered. Finally, in face of the need to ensure the success
of the irrigation perimeters, the Court made the following recommendations
to the Ministry of National Integration, to Codevasfand to DNOCS, among
others:

a)  adoption of measures aimed at strengthening management by means
of systematic and objective overseeing of the results achieved by
the irrigation perimeters that have received federal resources;

b)  incentive to the creation of associations of family irrigators in order
to improve their financial results;

c)  adoption of measures to allow greater accessibility to credit;

d)  increase the use of idle irrigable areas;

e) decrease the need for public transfers, by means of effective
collection of the water tax and the emancipation of the perimeters

that already have the means for self-sustainability;

f) reduction of the time needed for the economic emancipation of the
perimeters;

g)  dissemination of the good practices detected.
The Brazilian Court of Audit will monitor the implementation of the

recommendations in order to ensure that the problems raised by the audit
will be addressed effectively.



