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CENFRAIL INTELLIGENCE ACGENCY ‘
Office of the Chief, Economlc Research : ;
OPfice of Research and Reports
29 Jume 1955
{Date)

MEMORANDUIS T(R:  Chief, Econonic Ressarch !
ATTERTION: Chief, Planning and Review Staff i
SUBJECT: Transmission of Draft Repert, Ch/E Froject Ho, 42,769 . '

Title: Some Notes on the Developmet, of Companhia Siderurgicia . ...

Naciomal (Brazilien National Steel COmMPANFe) . .....c.oow —o - g
Authors 25X1A ST f

ENCL(EURE: Subject draft report (original and two coples) 1

. |

1, Encloswre is forwarded hexowith I 1y and ecation, Locomepded Untegury: :

2. Statement of coordinatlon attached, with initials of individunis and their wanlt . A
Hone needed

3., Arvangements for mops snd/or graphics through St/ with Carbograghie Pivision, 29X1A -~
None needed :

be F 08 Dissemtnationt /. f Standerd JXOKIK
/ EIC Subcomnittee 7 Otber, foreipn, etc. {

5, Has informetion on U8 mﬁgwm end products OF MANpOWET

25X1A

6. Has direct use been made of the sntelligence or informetion of ansther srency? No
7, Have all sources bosn considered in the preparation of>this Tuperi? No, Not required

8, Manchours utilized by this division in produeing this veports 20 .
Branches of other (RE [Mvisions contributing to this ropert, and (if aw

man-hours utilized by cach? » ? ?
9, Estipate Gards: ' Have been submitted Yo ‘Central Beonmie Bstilmetes
Are attached.
Not required

10, The apalyst responsible for consultation is:

Neme {Branch ) nw

13, Gaps in Intelligence procedures of the Analyste' Manual Noblcs {cheek o
¢, Intelligence information gape disclosed in this rojent are eoveitd
aspecifically in existing collection requirsmenta.

b, These intelligence information gaps disclosed in this study whl:
% pet previously filed as requirements heve been tronspitied ko SELLAR o
! of o roquirsnents nemoreadum & SOpY of which s sbbtacked. /.. -

c. HNotic: is inapplicable to this project. m‘:}

12, Commentas 25X1A

i! Prepared in answer to specific DDP/PP request
11
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25X1C
The motes dlscuss the ssonomie role and future capabilities of the
Compashis Siderurgics Nacional, Volta Redonds, Brasil.
amousy ' | |
The 7S backed investments in 0S¥ besrs all the earmarks of & strorg, JExic

self-liquidating lm'. From & business standpoint the - eonclusion
that the loans are prime risks is well merited, and mmst ba accepted.

mmwmo!mﬁtwmﬁmﬁnmmmms&u

been equilly propiticuss (1) They are econcmically fustified. Stesl
can be dowmestioeslly
ported, While this bas been sgpecially trus in the postwar years, it

i mmmmpﬁma\nmum

might possibly not hold if the crussiro were to gmin strength in rels

tHon to m&mias of stesl exporting countries. However this event
does aot appesr 1ikely in the farm%}.s future. (2) The Brazilian |
sconany hes undoubledly benefited and ¥111 continue to benefit from the
ammn; of donestic steel during periocds of hard currency

[y as CSN | |
2o e ———
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ard steel &mre:ithr. {3) The dispersed stesl capacity represented by

the Volte Redonda nlant is of res) stretegie velus to the free world.

{4) CS¥ is a source of intense mti@al pride. Partly ss a conzequence

of this it has benefited from excsllest management and has been relaw

tively fres of polities. (5) The development of steel, through trein-

4ng of labor and mansjement and the developmert of suppliers and .

primary and secondary consuners, has undoubtedly contributed to the
dmlo;:m of Brezilisn industry as & vhole,

In suREATY 'txhe.aiﬁ given Brazil in developing CEN sppears to have
besn ecemomicslly justified. Its adminietration has been excellent and
relatively free of politics, It conld well serve a8 & modsl for fudure
aid to underdeveloped countries,

I - = i ooresinely

large wnsatisfied demand for steel in Brazll. This chssrvation wag sub=
stentinted Yy
apparently relisble scurces.

grovth of steel production, imereasing Bresilisn demsnd would be such
that production muet increase wuck farther unless imports were to be
inersesed, One scurse Toreessted rolled steel consumption wmld- reach
1.7 million metric tene in 1955 and 1.9 milllon meirie tons in 1960 so
thet steel production weuld have to increase from 2.3 to 2,56 million
petric tons to meet this demand. Flarnned steel expansion as of late
last year was sbout 2.1 million tems for 1960. The gep between expected
demand snd plurned capacity in 1960 would bave to be met by tmporte.
This would sdversely affect Prazil's belance of peyments.

L 2
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{ts inception, cperated vith axtremely lew invertories,
resulied from high deuand Tor its production hom Adopestlo sources,

as well a8 from brgentins, Chile and sther countries.

Peblishe: sources, imcluding prezilisn end damestic periodicals
a1d pot glve a grest deel of sttentien to
plant gfficisncy. pointes out that
C3N wﬂé not pretend te be low cost in the senge of most affechive
use of igpot fectors. Because 1sbor is wntreined end becsuse the =ill
was hﬂﬂt in a period of high costs, it is wquestiosably trus that
jabor snd mechinery is met osed as effisiently at the Yolts Redonds
Plant a3 in similsr plents in Yestern Burope snd the tnited States.
Bovever, publisbec

sgurces made the point that lzbor eofficlency wes
constantly increasing sad
hed confirmed that productivity ot the planl wes 00P-

there vers s nunber
respontingly troreesise. [N

of technical schools being built and run 3n the sres and thai housing
snd verioss other facilitlec were alzo being improved, all contributing

-3m
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to worker welfare mnd contentment, |
Although productivity at the Brasiilan plant iz not so high as in
. similar plante in the Usited States, this does not mesn that the in-

25X1C
vosinent or enlargement of scapacity projectad at (5 is uneconomic.

In fact, the dureatic cost & imported stael,_
issamuwmmmmgmm ptecl préces quite com-
petitive. This ig to any that while the Volta Redonda cparstion is an
intermally economic one, it is not necessarily an internationally
compstitive one,

25X1C

: Goncerndng the futurs of the company, 25X1X
25X1X
25X1X
the mansgement st the plant is
25X1X
expeoted the mamsgement to be stromg in
the future, same U.S. stesl gompanies do not 25X1X

heve e3 good mansgement,

‘&.-
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the mansgement of CSN had been of
25X1C relatively long terure and had slvays been of high quallty. _

25X1C _ the stesl plant deliniiely wes ot & politiesl footbrll
but rather was held in exiremely high esteem throughout the govermment.

e Was overnment inter-
2sxic | - = ™

ference in its maragement even though chief officers vere govermment

sppointess and frequently held militery ravk.

25X1C

25X1X

It is wall kmown that sincs World Wer II and befors, Bresil hee
sxperisnced severs exchange atrfioulties, CSN, becsuse of iis large
purahases of plant and equiment, coal, services, and other suprliss
in the United States has besn sspecielly concerne

4 with the bard currency
shoriage. CSK is, hewsver, in m,mﬁa position since 1t pays en
25X1C officisl rate for dollars. That 15 in o semes it gets a subeldy on the
rate of excharge on its capital expendltures, dedt services, cosl, and
similar parcheces, Partly &s a conssquence of this favored position
O8N has never failed to meot its debt service or smortisation paymentsa.
I -
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about 18 to 20 ervzeires plus & small premium per dollsr, whils the
free market rate is in the neighborhoed of 75 or 80 eruseiros &nd
the suction rate iz avout 200 eruzeircs per dellwr.

Ithmyimrﬁ&tﬁammmt 1f Prazil wera to have to
purehase her steel strosd iz hard currency or relatively herd ourrency
areas ber mhmgc aiffic 1ties would be sreatly mddplied. Thus
the developsent, muntensnce and growth of s dowestie steel ﬁn&wtrr
i3 extrsssly imporismt in Prazil's nationsl sconomy. Procurenent of
stesl is to Eraszil not & question of the relative price of im orted
veraus mstiﬁ. stes! but rather & question of ave 11evility of bard
curroncy to purchse eteel from sbrosd st 811, In sddition there ism,
of course, ths polliticszl and militsry importance of seveloping & domestlc
stesl industry. |
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he Bank presently caries & line of credit of $1B 3 wililen

under their owm responsibility and gubatantislly more under Export.

25X1C

25X1C

buys on ususl denestic open gecornt except when purchssing specinl

purposs machinery, & oign of uncomorly geod Tinmnclal strength for
« foreign eompsny. CSN is presently corrying out an exponsich yprogram

25X
4o raise sepacity a milliom tons, There 1z no guestion 1 :
25X1C
25X1C the expansion is sn scenomic one, toth self-liguidating and ‘1
4g the best intersaiz of tha Braszll econon¥. 25X1C
sonfiiance ‘
g{a CS¥ is shared by all Hew York, lLendon, snd South Awericen finsmeial _
| 25X1C

institutions contacted, Thers 1s me donbt bk that CSE is & prive

25X1C
risk or in oms officer's words #pa rigk st 811"

25X1C
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25X1C 2. Aomuml reporte of CBH ars sveilsble directly from the company.
_thenmul&?nn to be processed in order to be of
maxisun use. ’ |
3. Osrtain issues of CSK cepital atock are privately hald. It
1 1ikely that sny of severel %ew York brokers specializing in South
Juwricen securities eould supply information as to fature prospects
eft&mmﬁitsimpnﬂmumm«smﬁicsmmifamm
wore made to evaluste the inwesiment psmtia}.itiaa of this stock.
4. Seversl American companies have sapplied conruliing services
%o (SN, Background materisl is undoubtedly svallable in thelr files.
Thess ocmpenies include: | |
e. The United States Stesl Company, which has supplied a
nuber of miscellanecus services. |
b. MoKes and Company, Clevelemd, Chio, vhich hes supplied

- ‘ -
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servicea om steel mill comstructien,

.

mﬂm.

Ecppers Company, vhich has also supplied a wariety of

vt

5+ A pumber of published reports bave come tomp sttention, including:
a, Notiplan, Mational Foreign Trede Couneil Incorporated,

Vol. Bo. 33,
b.

25X1C
- 7

4.

17 August 19%4.

oded Mm 1 August 1954.
Mm Beyg, 31 August 1950.
Bresilisn Izsde Jewg, 1 September 1952,
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