
Introduction


We have analyzed the cycle of poverty and dependence on the patrão of the villages along the Rio Solimões and have devised potential solutions. We first discuss the implementation of cooperatives in Brazil and several potential problems that can occur as a result of their formation. Next, we identify the most logical local chain of distribution for villages seeking to sell the raw fibers. Finally, we provide advice on how to properly interact with potential buyers. 
Cooperatives

Forming a Cooperative in Brazil

A cooperative is an autonomous association of persons united voluntarily to meet their common economic, social, and cultural needs and aspirations through a jointly owned and democratically controlled enterprise. The Organization of Brazilian Cooperatives (OCB), formed in 1969, is the sole representative of cooperatives in Brazil at the national level. The entity is politically and religiously neutral and operates as a non-profit. The OCB consists of various state organizations (OCEs), which are the political agents and representatives who fight for and disseminate cooperative doctrine, defending the movement’s interests in their states.
 In Brazil, cooperatives currently make up over 38% of the entire agricultural GDP, indicating the practice is fairly common. Agricultural cooperatives are defined as cooperatives of rural producers, including pastures and fisheries, who own their means of production. This involves the purchase or sale of common production, storage and industrializing, and the provision of technical, educational and social assistance. Brazilian agricultural cooperatives provide many products to the domestic market as well as a large share of the country’s exports. These cooperatives typically cover the process from start to finish, from land preparation to industrialization and sale of the final product. In most municipalities where cooperatives exist, the standards of living are higher than areas where they do not. 
The OCB, through Sescoop and other associated organizations, aims to help cooperatives from start up through member training and all the way to full operation. Clearly the easiest way to form a successful cooperative organization is through leveraging the resources of the OCB. 

Potential Problems from Forming Cooperatives

A problem that the villages need to be mindful of after the formation of a malva cooperative is the disparity between those who are able to participate in the cooperative and those who are not. Since not all villagers grow the malva, there may be some villagers who do not initially benefit from the cooperative. Studies have shown that the creation of cooperatives can cause an increased income gap among villages and can also create a power struggle, where a few villagers have more power than the rest of the village.


One example of this is in Gujarat, India, where the formation of dairy cooperatives has proven to be very successful in increasing the production of milk. The participants in the cooperatives are mainly poor and have significantly increased their income with the addition of the cooperative. There are barriers to entry into the cooperative that certain socio-economic groups still face, such as caste, land ownership and illiteracy. While many different caste levels can participate in the cooperatives, the majority of the members are upper caste and it is almost solely run by the upper caste. Also, in order to participate in the cooperative, an individual must own at least one milk cow. Those who don’t have the means to purchase, maintain and feed a cow are not able to participate unless someone agrees to a “cattle-sharing arrangement.” This requires a certain amount of goodwill among the wealthier households, which doesn’t always exist.


The villagers need not only to be careful of those excluded from the cooperative, but also power struggles that can exist within the cooperative as well. A study done of 100 sugar cooperatives in the Indian city of Maharashtra demonstrates the power struggles that can exist within cooperatives. Typically, when the cooperatives are very heterogeneous, with a mixture of large growers and small growers, there is a struggle for power. The large farmers tend to overpower and exploit the small farmers within the cooperative.


In order avoid the potential power struggle that can exist with the formation of a cooperative, it is important that all of the villagers get equal say in decisions regarding the cooperative. Positions of leadership should be voted on in a democratic manner that will allow the fairest representation for everyone. Since the villages don’t seem to have the same social hierarchies that exist within caste structures in India, the limits to participation and leadership power shouldn’t be as strong.  While it may create some problems, forming a cooperative will be very beneficial for the villages. By maintaining a well-functioning cooperative, the villagers can shift their focus towards the selling and distribution of the fibers.  

The distribution Chain of Selling Malva

The creation of a malva cooperative would be successful because of the large demand for products created from jute and malva fibers in both domestic and international markets. Specifically, 53.7 million tons of jute is imported from Asian countries each year, in addition to what is already produced in Brazil, which illustrates an inability to satisfy demand with internal production. An opportunity exists for the villages to meet this demand by increasing their production of jute and malva and selling the raw fiber to local companies.

By creating relationships with local companies specializing in malva or jute products, fiber-producing villages will establish a network of sources with a consistent demand for the fibers. Unlike creating a standalone market for the raw fibers or trying to produce and sell malva products, selling the raw fiber to companies with well-established markets and continuous need for the fibers will provide a stable source of income and substantially less startup costs. There are existing companies based in Manaus with a high demand for raw malva or jute fibers. For example, the Ciex Group based in Manaus owns JUTEL, which specializes in the spinning and weaving of jute and malva fibers. JUTEL has purchasing posts for malva and jute in six Municipal Districts in the state of Amazonas and exports their products all around the world.
  Local companies such as the Ciex Group are likely candidates to purchase raw fibers and have well-established global markets with a demand for its products.


Once business relationships are established with local companies, the villagers will have two primary responsibilities. They must complete the production process of the malva and jute fibers and deliver the raw fibers to the companies. In order to be truly independent of the patrão, the villages operations will require startup costs for a new source of malva and jute seeds and costs to transport the raw materials. Thus, the villagers will require a source of capital to cover these associated costs. These start up costs can be potentially financed by the cooperative or by microfinance institutions. The initial startup costs for deliveries and seeds are considerably less than costs involved with marketing jute and malva products and can be covered within a relatively short period of time if substantial business relations are established.
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Marketing the Fiber


Since malva/jute already has a large market in Brazil, companies have many options of whom to buy the fiber from. It is important that the villagers market themselves and their fiber in a way that makes them stand out from other options and allows them to have the upper hand in the transaction. There are a number of things that the villagers can do to put themselves in good position when they meet with a potential buyer.  

Setting up a meeting with an interested buyer is the first step.  The most important villagers to attend the meeting are the main growers who are most knowledgeable about the fiber and the growing process.  The leader or person who knows the most about the fiber should be the head spokesperson. He or she can determine the direction of the conversation and face the toughest questions that might be thrown at the group. 


The villagers should thoroughly explain their current situation. They can make the people they are talking to relate on a personal level by explaining the impact that the patrão has had on families in the villages and some of the dangerous working conditions that farmers have faced, such as working in the water for many hours. This will gain their respect and compassion for what the villagers have been through.  It is important to tell the company why buying the malva from their villages is better than buying it from anywhere else. The villagers should highlight the best things about buying the malva from them, like the complete sustainability of the fiber. They should explain who would be interested in buying products made from their fiber, like “green” consumers who care about the environment. 


Lastly, it is important that the villagers make sure that they are being offered a fair price for the fiber that will be beneficial to the community. In order to ensure they do not end up in a situation similar to their current one, the price and expectations should be clearly defined and discussed by everyone in the villages who may be affected before being agreed upon. The deal needs to be made official.  Both parties should sign a contract so that the company must stick to the price and standards that are agreed upon.  

Conclusion


Through our investigation of cooperatives in Brazil, we have concluded that the best course of action is to contact and attempt to work through the OCB. The resources and prior experience that the organization has should prove invaluable in attempting to form a cooperative. The OCB and other related organizations are dedicated to reducing poverty and injustice that results from wage disparities and social injustice through the formation of cooperatives. This should aid the villagers along the Rio Solimões in breaking the cycle of debt peonage. Once the villages have formed a cooperative, they should focus on finding local businesses specializing in malva and jute products. This will require the villagers to be proactive in making contact with these companies and handling the situation with an unaccustomed degree of professionalism. By creating these relationships, the villages will have a constant demand for the fiber and break their dependence on the patrão. 
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