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Latin America 

Problems of Heavy Industry-Brazil 
by Dr H. J. Otto, Klel 

L at in  Amer i ca ' s  na t u r a l  riches in su i t ab le  raw ma- 
ter ials  and  some iso la ted  successful  a t tempts  at  

p roduc ing  i ron an d  s teel  encouraged  ear ly  p lans  to 
c rea te  h e a v y  indus t r ies  in the  count r ies  of the  sub- 
cont inent .  It was  rea l i sed  r ight  from the  s tar t  how 
impor t an t  it would  b e  for these  count r ies  to h a v e  
h e a v y  indus t r ies  of the i r  own. But the  dec is ive  
impulse  to deve lop  the se  sectors  in Brazil, Argen t ina ,  
Mexico,  Chi le  and  Colombia  e m a n a t e d  from the 
r enewed  impor t  diff icul t ies  these  count r ies  exper ienc-  
ed dur ing  W o r l d  W a r  II. All  these  new iron and  
steel  en te rpr i ses  were  f inanced  e i the r  en t i r e ly  out  
of publ ic  funds  or  the  au thor i t i e s  had  at leas t  a con- 
t rol l ing in te res t  in them. 

Pace-maker In Latin America 

The pace -make r  a long this road  was Brazil, be ing  
the  coun t ry  wi th  the  l a rges t  and  most  va luab l e  iron- 
ore  deposi ts  (35 to 50 bi l l ion tons, of which 2 to 4 
bi l l ion tons  wi th  an  Fe-conten t  of more  than  55 pe r  
cent).  It was  in 1940 that  the  Companh ia  Siderf irgica 
Nac iona l  (CSN) was  founded  wi th  publ ic  funds, and  
this  conce rn  bui l t  w i th  N o r t h - A m e r i c a n  he lp  in 
Vol ta  Redonda  (in the  Federa l  Sta te  of Rio de Ja-  
neiro) the  l a rges t  h e a v y  indust r ia l  p l an t  of Latin 
Amer ica .  The  com pany  s ta r ted  to p roduce  pig-iron,  
c rude  steel, rol l ing-mil l  p roduc t s  and  coking-p lan t  
by-produc t s  in I946. The  ini t ial  c rude-s tee l  capac i ty  
was assessed  at  730,000 tons, the  raw mate r i a l  com- 
ing from deposi ts  owned  b y  the  works.  The d i s tance  
from the  p roduc t ion  p lan t  to the  ore  deposi ts  is rough-  
ly  250 miles  and  the  coal  deposi ts  are  abou t  480 
miles  away,  bu t  rai l  and  road  connex ion  are  good. 
On  the  o the r  hand,  the  qua l i ty  of the  local  coal is 
such tha t  i t  mus t  be mixed wi th  double  the  quan t i ty  
of Nor th  A m e r i c a n  coking coal. 

The  loca t ions  of some of the  new plants  in the  
o ther  count r ies  w e r e  cons ide rab ly  more  favourab le :  
The  Huachipato  W o r k s  in Chi le  for ins tance  is s i tuat-  
ed in the  immedia te  v ic in i ty  of va luab l e  ore  and  
coal deposi ts  and  also of the  eff icient  por t  of Con- 
cepcion;  In Argen t ina ,  the  p lan t  a t  San NicoRis on  
the  r iver  P la te  is wel l  s e r v e d  wi th  t r anspor t  facili- 
t ies b y  rail, in te rna l  w a t e r w a y s  and  ocean-going  
ships,  bu t  it is far from any  i ron and  coal  deposi ts ;  
in Mexico,  the  cen t re  of h e a v y  indus t ry  at  M o n t e r r e y  
is b e t w e e n  60 and  240 miles  sou th  of its i ron  and  
coal  deposits ,  bu t  disposes  of good road  and  rai l  
connex ions ;  in Colombia,  the  s teel  works  at  Paz 
del Rio is loca ted  in the  h igh  moun ta in s  in  the  im- 

med ia te  v ic in i ty  of ore, coal and  l ime-s tone  de- 
posits  and  disposes  of good rai l  and  road facilit ies.  
The  ou tpu t  po ten t i a l  of all these  works  is smal ler  t han  
tha t  of the  Brazi l ian enterpr ise ,  bu t  en la rgemen t s  
h a v e  e i the r  a l ready  t a k e n  p lace  or are  p l anned  for 
the  future.  

These  first  new  founda t ions  encouraged  the  crea- 
t ion of fu r ther  i ron and  steel  works  in Latin Amer i ca  
wi th  Brazil t ak ing  the  lead;  the  a l r eady  ex is t ing  
la rger  en te rp r i ses  such as the  "Mineracao  Gera l  do 
Brasil" and  the  "Companh ia  Sider~rgica  Belgo-Minei-  
ra" ex t ended  and  modern i sed  the i r  p lants .  A p a r t  from 
severa l  smal ler  under tak ings ,  a n u m b e r  of la rge  en- 
terpr ises  were  founded  wi th  or  w i thou t  s t a t e  par t ic i -  
pa t ion  wi th  the  resu l t  tha t  Brazil 's  ou tpu t  of pig i ron 
and  c rude  s teel  has  s ince  mult ipl ied.  Two newly  
founded en te rpr i ses  de se rve  specia l  men t ion  inas-  
much as they  were  f inanced  by  fore ign capi ta l  and  
h a v e  become  r a the r  impor tan t ;  t hey  are  the  "Com- 
panh ia  Sider~rgica  M a n n e s m a n n " ,  which was found-  
ed in 1952 in Belo Hor izon te  (Minas Gerais) as a 
subs id ia ry  of the G e r m a n  firm of M a n n e s m a n n ,  and  
the  "Usinas  Siderfirgicas de  Minas  Gerais"  (Usiminas) 
in Ipa t inga  (Minas Gerais),  which has  been  in ex- 
i s tence  s ince  1956 wi th  J a p a n e s e  par t ic ipa t ion .  Both 
works  a re  s i ted in the  mids t  of Brazil 's  l a rges t  and  
most  va luab l e  ore  deposits .  

True, the  fact tha t  Brazil 's i ron  and  steel  ou tpu t  has  
mul t ip l ied  is by  itself  no t  ye t  suff ic ient  to sat isfy 
the d e m a n d  which as the resul t  of p rogress ive  in- 
dus t r ia l i sa t ion  has  eno rmous ly  inc reased  (s ince 1958 
Brazil has  been  bu i ld ing  motorcars ,  t rac tors  and  ships).  
On the  o the r  hand,  t h a n k s  to the  much la rger  ou tpu t  
Brazil has  now m o v e d  into first  p l ace  among  the  
s tee l -producing  count r ies  of Latin Amer ica .  In 1966 
Brazil p roduced  3.7 mn tons  of steel, Mexico  2.65 mn, 
A r g e n t i n a  1.25mn, Chi le  540,000, Colombia  216,000 
and  V e n e z u e l a - - a  new-comer--537,000 tons.  W i t h i n  

t w e n t y  yea r s  s teel  consumpt ion  per  h e a d  of popula-  
t ion  has  more  t h a n  t reb led  in Brazil, r i s ing  from jus t  
under  28 pounds  in 1945 to n e a r l y  I00 pounds  in 

1965, and  this  despi te  the  fact tha t  the  coun t ry ' s  pop- 
u la t ion  has  shown  an  increase  which is much above  
average.  

Building up a Heavy Industry 

The mass ive  d e v e l o p m e n t  of a h e a v y  indus t ry  in  
Brazil got  unde r  way  only  as a resu l t  of the  eco- 
nomic  diff icult ies expe r i enced  af ter  1955. Once  the  
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Korea-boom of r aw mate r i a l  prices,  inc luding  the  
wor ld  m a r k e t  pr ice  for coffee, had  come  to an  end, 
Brazil was  more  t hen  eve r  obl iged to curtai l  in 
the  in te res t s  of equal is ing  its ba l ance  of p a y m e n t s  
all  non-es sen t i a l  imports .  This  b e c a m e  all  the  more  
n e c e s s a r y  as the  p rogress ing  indus t r i a l i sa t ion  led to 
inc reas ing  imports  of capi ta l  goods.  Encou ragemen t  
was  therefore  g iven  to all p roduc t s  of the  h e a v y  
indus t ry  if on ly  they  he lped  to s ave  fore ign cur- 
r ency  for imports.  Impor ts  were  res t r ic ted  to goods 
which we re  e i the r  local ly unava i l ab l e  or ava i l ab le  
in insuff ic ient  quant i t ies .  

Table l 

Brazilian Production, Imports and Consumption of 
Crude Steel  In 1940, 1950, 1960 and 1964 to 1967 

(in thousands of metric tons) 

[ t940 [ 1950 I 1960 I 1964 I 1965 I 1966 I 1967 
Production 141.2 788.6 2,279,0 3,015.7 2,983.0 3,745.2 3,674.5 
Imports 368.7 363.5 539.0 618.0 304.0 405.3 
Consump- 
tion 509.9 1,148.0 2,802.8 3,647.0 2,900.0,,3,000.0a 

a = Estimated 
S o u r c e : IBGE, Boletlm Estatistico, current annual issue, 
BNDE, quoted in: BANAS, Minera~ao, siderurgia, metalurgia, 
1965, p. 45, and IBS, Boletim IBS, ano V, no. 29 (janelro de 1968. 
p. 24-25). 

Admi t ted ly ,  genu ine  compe t i t ion  be t w een  local  and  
foreign produc ts  was  e l imina ted  th rough  a policy of 
subs t i tu t ion  which fur ther  s t r e n g t h e n e d  the  t r ad i t iona l  
r e luc t ance  on the  pa r t  of Brazi l ian firms to face 
compet i t ion.  Then  there  was the  inf la t ion  which, 
though  no u n c o m m o n  occur rence  in Brazil, p rog res sed  
a t  an  eve r  more  rapid  pace  w i th  the  resul t  t ha t  the  
f inanc ing  of new  pro jec t s  was  p l a n n e d  on a more  
gene rous  sca le  than  in t imes of s tab le  money.  Even  
so the es t imated  capi ta l  r equ i r emen t s  for p ro jec t s  
tha t  took longer  to ma tu re  were  of ten  so far over-  
t a k e n  by  the  soar ing  pr ices  tha t  new capi ta l  for 
the  bui ld ing  of en te rp r i ses  became  necessary .  In two 
cases  whe re  new firms were  to be  s t a r t ed  in the  
h e a v y  indus t ry  sec tor  the  fore ign inves to r s  conce rned  
had  to come to the  conc lus ion  t ha t  the i r  or ig ina l  
ca lcu la t ions  were  too low and  t ha t  more  capi ta l  
would  h a v e  to be invested.  But as they  were  not  
p r epa red  to inc rease  the i r  shares  in the capi ta l  
and  as the re  were  no o the r  p r i va t e  inves to r s  wil l ing 
to par t ic ipate ,  the  Brazi l ian G o v e r n m e n t  f inal ly  be- 
came  the  b igges t  sha reho lde r  in t he se  a l ready  far 
a d v a n c e d  projects .  In this  m a n n e r  the  G o v e r n m e n t ' s  
sha re  in the  h e a v y  indus t ry  was wil ly ni l ly  increas-  
ed further,  reaching as ear ly  as 1964 70 per  cen t  in 
the  coun t ry ' s  c rude  s teel  output .  

Those works  which we re  a l r eady  in p roduc t ion  had, 
on  the  o the r  hand,  ha rd ly  a n y  diff icult ies dur ing  
the  d e v e l o p m e n t  phase .  Local indus t ry  could e x p a n d  
wi thou t  any  r isk as long as the  fast  pace  of develop-  
ment  g u a r a n t e e d  an  eve r  inc reas ing  d e m a n d  for i ron 
and  s teel  products ,  as long as the  home  m a r k e t  re- 
ma ined  c losed to any  g e n u i n e  fore ign compet i t ion  
and, f inally,  as long as the  inf la t ionis t  a t t i tude  of 
G o v e r n m e n t  and  economy  pe rmi t t ed  them to escape  
into h ighe r  prices.  

Neglect of Efficiency 

A pol icy of indus t r ia l i sa t ion ,  the  closing of the  h o m e  
marke t  to foreign compet i t ion  and  inflation,  how- 
ever ,  b rough t  in the i r  w a k e  o the r  p rob lems  which 
in the  long run  p r o v e d  impor tan t  to the  h e a v y  in- 
dus t ry  and  those  o the r  b ranches  of indus t ry  which 
depend  on it. As  the  subs t i tu t ion  of imports  was  the  
ma in  purpose  of all  new indus t r ia l  enterpr ises ,  it 
b e c a m e  the  p rac t i ce  to pu t  up wi th  any  defects,  
p rov ided  tha t  the ma in  purpose  was served.  The  
cr i te r ion  of economic  eff ic iency was f requent ly  ne- 
g lec ted  in p l ann ing  new enterpr ises .  The re  were,  
pa r t i cu la r ly  in the  publ ic  sector,  a n u m b e r  of en ter -  
pr ises  which ope ra t ed  wi th  so l i t t le  eff ic iency tha t  
they  had  to be  subs id ised  for yea r s  to be  ab le  to 
exis t  at  all. The  economic  na t ional i sm,  which af te r  
all p reva i l ed  not  on ly  in Brazil, and  the  en thus i a sm 
for indus t r i a l i sa t ion  c louded  the  v iew and  p r e v e n t e d  
a p roper  apprec i a t ion  of the  r equ i r emen t s  of a r a t iona l  
economic  policy. One  was inc l ined  to ove r look  t ha t  
the  s i tua t ion  of an  indus t ry  tha t  was  c rea ted  in  such 
c i r cums tances  was  l iable  to worsen  cons iderab ly  as 
soon as one  or severa l  of th ree  p r e c o n d i t i o n s - - h i g h  
par t ia l  g rowth  rates,  impor t  embargoes  and  inf la t ion 
- - c e a s e d  to exist.  

During the  d e v e l o p m e n t  p h a s e  there  was  much dis- 
cussion of w h e t h e r  the  G o v e r n m e n t ' s  share  in the  
i ron and  steel  p roduc t ion  would con t inue  to grow. 
The s ta te  had  a l r eady  a t t a ined  a p rominen t  posi t ion 
in the  h e a v y  indus t ry  w h e n  the  Vol ta  Redonda  W o r k s  
was f o u n d e d - - a  posi t ion which b e c a m e  domina t ing  
when  it was  forced to suppor t  the  a b o v e - m e n t i o n e d  
two pro jec t s  in  tha t  sector.  Evident ly ,  the  s ta te  did 
not  p lan  to monopol i se  the  en t i re  indus t ry  as it had  
done  for ins t ance  in the  case  of the  pe t ro leum in- 
dus t ry  th rough  the  g o v e r n m e n t - o p e r a t e d  "Pet robras" .  
On the o ther  hand,  the  G o v e r n m e n t  did not  seem 
ave r se  from exerc i s ing  tha t  g rea te r  inf luence  which 
it had  acqu i red  wi th  its g rea te r  s take  in the  in- 
dus t ry ' s  output .  
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Eventua l ly ,  as t ime wen t  on, more  impor t ance  was  
be ing  a t tached  to the  ques t ion  of t he  pace  at  w h i c h  

the  Brazi l ian  h e a v y  indus t ry  shou ld  expand.  Even  
in the  e v e n t  of a de te r io ra t ion  in the  coun t ry ' s  eco- 
nomic  condi t ions  measu re s  would  h a v e  to b e  t a k e n  
to e n s u r e  tha t  in  the  long run  it  would  be  a d e q u a t e l y  
suppl ied  wi th  h e a v y  indus t r ia l  products .  Beyond  tha t  a 
decis ion h a d  to b e  t a k e n  on  how  far  t he  h e a v y  in- 
dus t r ies  w e r e  to b e  gea red  to p roduce  goods for 
expor t  w h e n e v e r  t he  in te rna l  s i tua t ion  pe rmi t t ed  
it  or an  economic  recess ion  or fore ign t r ade  con-  
s ide ra t ions  made  such expor t s  desi rable .  (Chile for 
example  has  a lways  b e e n  expor t ing  its i ron  and  s teel  
p roduc ts  insofar  as t hey  we re  surplus  to its o w n  re- 
qui rements) .  Brazil  possesses  the  mos t  ex t ens ive  ore  
deposi ts  in the  whole  of Latin Amer ica ,  and  its 
h e a v y  indus t ry  has  the  l a rges t  ou tpu t  potent ia l .  Yet, 
before  it could  t h ink  of es tab l i sh ing  a s t eady  expor t  
business ,  t he  coun t r y  would  h a v e  to m a k e  its prod-  
ucts  compe t i t i ve  as far  as pr ices  a re  concerned .  

The Test of the DeflaUonary Pedod 

After  the  r evo lu t ion  of 1964 the  f ight  aga ins t  infla- 
t ion  ceased  to b e  a mere  s logan  a n d  b e c a m e  an  ac- 
tua l  par t  of the  G o v e r n m e n t ' s  pol icy  and  thus  also 
b rough t  abou t  a change of condi t ions  in the  h e a v y  
indust ry .  The  long- te rm economic  t r end  po in ted  in 
the  d i rec t ion  of con t inued  inc reases  in the  d e m a n d  
for h e a v y  indus t r ia l  goods. On the  o the r  hand,  eco- 
nomic  pol icy  had  changed;  the  G o v e r n m e n t ' s  a ims 
were  to s tab i l i se  pr ices  and  wages,  to b a l a n c e  the  
budge t  gradual ly ,  to reorgan i se  the  cur rency ,  to in- 
c rease  t he  r e v e n u e  from t axa t i on  and  to  i n t e r v e n e  
on  a l a rger  sca le  t h a n  before  in  the  coun t ry ' s  eco- 
nomic  affairs. All  this  m a d e  the  pos i t ion  of the  h e a v y  

indus t r i e s  more  difficult, pa r t i cu la r ly  in  v iew of t h e  

fact  t ha t  t h e  c redi t  sec tor  did not  see i ts w ay  to 
r educ ing  its ac tua l  in te res t  rates.  1 The  Pres iden t  of 
Us iminas  no ted  the  fact  tha t  in 1967 for ins t ance  
the  ac tual  p roduc t ion  costs  for Brazi l ian p la te  per  
ton  were  19 per  cent  be low the  equ iva len t  costs  in 
t he  Uni ted  States.  Yet, t he  se l l ing  pr ice  for the  
Brazi l ian  p roduc t  was  30 per  cen t  higher ,  no t  l eas t  
b e c a u s e  of the  h igh  in te res t  charges  and  the  h e a v y  
t axa t ion  b u r d e n  the  Brazi l ian  indus t ry  had  to bear .  
But t he re  w e r e  also o ther  factors  at  work  such as the  
d i f ferences  in the  re la t ive  compe t i t ive  pos i t ions  and  
in the  p r ice  e las t ic i t i es  and, a b o v e  all, the  cumula-  
t ive  cost  increases .  Gone  were  the  t imes  of gal lop- 
ing inf la t ion;  no  longer  was  it  poss ib le  for the  
m a n a g e m e n t  of a Brazi l ian  f irm to f inance  its bus iness  
l a rge ly  out  of profits.  Now m anagem en t ,  h a v i n g  
fai led in its r epea t ed  a t t empts  to get  the  G o v e r n m e n t  
to ag ree  to a n  a d j u s t m e n t  of se l l ing pr ices  to the  
h i g h e r  costs,  was  forced into the  much deare r  m o n e y  
marke t .  

In  the  las t  few years  the  i ndus t ry  suffered losses 
which we re  a t t r i bu tab le  to the  fol lowing causes:  a 
s h r i n k a g e  of d e m a n d  becaus e  of the  deflat ion,  the  

! These interest rates averaged $ per cent per month: they were  
much higher than those prevailing in industrial countries because 
of the shortage of capital and because of the inflation. 

a p p e a r a n c e  on  the  home  m a r k e t  of fore ign com- 
pet i tors  who  had  b e e n  enab led  to come in by  the  
lower  cus toms duties,  t he  fa i lure  o n  the  pa r t  of 
h o m e  producers  to c o m p e n s a t e  for the  sh r inkage  in 
h o m e  d e m a n d  by  en te r ing  the  expor t  field z and, 

T a b l e  2 
Brazil 's  Meta l lu rg ica l  Indus t ry  du r ing  t h e  y e a r s  

f r o m  1 9 6 4  t o  1 9 6 6  1 

1 1 9 6 4 1 1 9 6 5 1 1 9 6 6  

(in lOOO~ 
Persons Employed 250.6 242.4 327.5 

(in ran US $) 
Wages  Paid 141.6 171.8 269.2 
Consumption Expenditure 384.6 503.6 - -  
Expenditure on Raw Materials alone 325.0 424.8 - -  
Production Value 816.4 1,053.8 1,778.6 
Raw Material Stocks 93.2 104.0 - -  
Stocks of own Products 57.7 63.8 - -  
Foreign investments in Brazil's 
Heavy Industry 2 81.0 --  155.0 

I The figures apply to the entire metallurgical industry, of which 
the share of the iron and steel industry amounts to roughly 
95 per cent. 
2 Only new investments in iron and steel  production. 
S o u r c e : Anuario Estattstico do Bro i l  1967, pp. 143, 171, 319. 

finally,  t he  t h rea t  of a p r ice  war  among  the  Brazi l ian 
s teel  producers .  In I967 the  losses  i ncu r r ed  b y  the  
s ta te  sec tor  of t he  h e a v y  indus t ry  a lone  a m o u n t e d  
to 370 mn New Cruzeiros  ( roughly  US $115  ran). How 
much the  p r i va t e  sec tor  of the  indus t ry  lost  in the  
same pe r iod  is so far no t  known.  A l though  exper i -  
ence  has  shown  p r i v a t e  firms to be  be t t e r  m a n a g e d  
t han  s t a t e -opera ted  enterpr ises ,  it is r ea sonab le  to 
a s sume  that ,  g iven  the  s i tua t ion  in t he  h e a v y  in- 
dus t ry  and  the  genera l  s i tua t ion  in t he  Brazi l ian  
economy,  they,  too, mus t  h a v e  sus t a ined  losses.  

High  in te res t  rates ,  h e a v y  taxat ion,  the  col lapse  of 
the  boom and  inc reas ing  fore ign  c o m p e t i t i o n - - a l l  t he  
factors  tha t  h a v e  b e e n  dea l t  w i th  so f a r - - d o  not  
a d e q u a t e l y  expla in  the  losses which t he  indus t ry  
i tself  r igh t ly  descr ibes  as "decap i ta l i sa t ion  ~. To 
a r r ive  at  a full u n d e r s t a n d i n g  of the  s i tua t ion  it 
would  also b e  n e c e s s a r y  to h a v e  a close look at the  
cost  s t ruc tu re  of the  en te rp r i se s  c o n c e r n e d  a n d  to 
examine  the  ca lcu la t ions  on  the  basis  of which the  
works  in ques t ion  was  bui l t  on  its p re sen t  site. But 
e v e n  wi thou t  such an  examina t i on  it  is fair  to as- 
sume tha t  au ta rk ic -na t iona l i s t  t endenc ie s  and  infla- 
t ion- induced  euphor ia  p l ayed  a la rger  pa r t  in  s tar t -  
ing a new en te rp r i se  t han  p rec i se  economic  calcula-  
t ions  and  w e r e  the re fore  to a no t  i ncons ide rab le  ex- 
t en t  r espons ib le  for the  diff icul t ies  t he  sec tor  has  
been  exper ienc ing .  

Moderate Expamdon In the Future 

Brazi l ian economic  and  G o v e r n m e n t  circles h a v e  not  
a l lowed themse lves  to be  def lec ted  from the i r  de- 
t e rmina t ion  to bui ld  up  the i r  i ndus t ry  by  the  losses  
incur red  b y  the  h e a v y  indus t ry  w h e t h e r  they  b e  re- 
ga rded  as a bad  a w a k e n i n g  from an  expans ion i s t  
p ipe  d ream or as an  i ncen t ive  to change  the  s t ruc tu r e  
of a branch  of i ndus t ry  res t ing  on  an  insuf f ic ien t ly  

2 Brazilian products could be sold only at prices below produc- 
tion costs. 
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solid base or as a mere deflation-induced recession. 
Nor  have they been deterred by justified doubts as 
to the industry's competitiveness in the world market. 

Plans for Brazil's industrial development must make 
provision for the creation of a number of jobs suf- 
ficient for a population which by 1965 had increased 
to 82.2 mn and which is still growing at the rate of 
3.5 per cent per annum, The most important point 
in the "Alliance for Progress" programme is the need 
to raise the income per head of population by at 
least 2.5 per cent every year. All these requirements, 
if they are to be met, will lead to such a rise in steel 
consumption that the present output capacity of the 
heavy industry must be considerably increased what- 
ever its structural weaknesses. 

As early as 1965/68 a committee of experts, on which 
the World Bank and the International Finance Cor- 
poration were represented, came to similar conclu- 
sions when they considered an "expansion program- 
me" worked out by the North American specialist 
firm of Booz-Allen & HamiRon International ('Ba- 
hint'). Their programme envisaged for the period 
from 1966 to 1972 an increase of nearly 200 per cent 
in Brazil's crude steel capacity. This increase was 
to be achieved by expanding the existing works and 
by the creation of additional ones on new sites. 
In the meantime the Government has changed, and 
not much more was heard about the expansion pro- 
gramme until March 1968 when the new Brazilian 
Government under President Costa e Silva and the 
Minister of Trade and Industry, Macado Soares, an 
expert in matters concerning heavy industry, an- 
nounced a new, modified programme for the years 
1968-1970/71. This programme envisages investments 
amounting to US $ 598mn and an increase in crude 
steel capacity by 1.871 mn tons. Roughly 80 per cent 
of the increase is to be shared by the three largest 
government-controlled enterprises (Volta Redonda 
plus 250,000tons, Usiminas plus 776,000 tons and 
Cosipa plus 385,000 tons). Taking 1967 as a basis, 
the planned increase of 40 per cent would give a 
capacity of 6.511 mn tons. This, according to the 
most careful calculations, should cover Brazilian re- 
quirements of steel in 1970/71. 

New Ten-Year Plan 

A new export-orientated production plant is to be 
erected, possibly at the iron-ore port of Tubar~lo near 
Vit6ria in the State of Espirito Santo. Plans have 
been worked out for a plant there with a capacity 
of 1.5 mn tons of crude steel. By making use of the 
existing rail facilities which belong to the state- 
owned mining company, the Companhia do Vale do 
Rio Doce, high-grade ore could be brought to the 
location of the new works from Minas Gerais, while 
good coking coal could be brought to Tubar~o by 
North American freighters which take on ore at that 
port. The site therefore lends itself particularly well 
to the production of internationally competitive steel. 
Nothing is said in the programme about the other 
heavy industry projects in various regions of Brazil, 
though they are occasionally mentioned in passing. 

The purpose of the planned large-scale investments 
is not only to expand output capacity; these invest- 
ments are primarily to be used to reconstruct and 
rationalise state-controlled enterprises. 

In May 1968 a ten-year plan was announced which 

envisages for the years 1968-1977 an increase in crude- 
steel capacity by 150 per cent to 11.533 mn tons. 
When one comes to analyse the manner in which 
the larger output capacities are to be distributed 
among the most important works one notices that 

the increase envisaged for the oldest and largest 
of the state enterprises, the Volta Redonda (Com- 
panhia Siderdrgica Nacional), is only 79 per cent, 
while the additional capacities expected of the Usi- 
minas and Cosipa is 236 per cent and 225 per cent 
respectively. Of particular importance is furthermore 
the creation of an Advisory Council for the Heavy 
Industry, the "Conselho Consultivo da Indtistria Side- 
rtirgica"--'Consider" for short. This Council is to 
meet under the chairmanship of the Minister of 
Trade and Industry; it will consist of representatives 
of the iron and coal mines and of the heavy industry 
as well as of other experts, and it is to have a voice 
in determining the lines along which the heavy in- 
dustry is to develop. It will be for the Council to 
coordinate the interests of the state-controlled works, 
while keeping watch over expansion programmes, 
sales policy and prices of the steel industry. Further 
plans include--apart from a holding company for 
the state enterprises (BRASSIDER)--the establishment 
of a fund for the financing of government as well 
as private enterprises of this industry and the crea- 
tion of an umbrella organisation for private firms. 

Industflallsatloa Policy Changes Course 

The only moderate expansion of output capacity now 
planned for the heavy industry, the unproportionate 
distribution of additional capacity among the three 
most important enterprises in government hands s 
and the naming of only one single location as be- 
ing-possibly-particularly suitable for a new plant 
--all these are indications pointing to a basic change 
in Brazil's policy of industrialisation. The saving of 
foreign currency on imports apart, it would appear 
that greater stress is henceforth to be laid on the 
need to increase efficiency and that a more sober 
view has replaced the blind urge to expand purely 
for nationalist reasons--a tendency that had been 
fostered by the inflation. The various advisory and 
coordinating bodies should also be helpful in put- 
ting the heavy industry on a sounder basis. 

The already existing output capacities are also im- 
portant realities, even if at worst they may still 
have to be supported by the taxpayer for some time 
to come, for they have pointed the way along which 
industrialisation must proceed. Brazil is today the 
biggest producer of steel in Latin America and like- 
ly to stay in the lead in future. 

3 Already in the "Balflnt'-report of 1966 it was estimated that 
Coslpa required the equivalent of US$ 135 additional capital for 
each additional ton of crude steel to be produced. The equivalent 
figure for Usiminas was US$ 146 and that for Volta Redonda 
US$ 232. 
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