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1 - INTRDDUCTION
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When observed under the light of its relations with the
rest of the world, the evolution of the Brazilian economy during

the 20th century clearly presents threes distinct phases.

The first phase, which runs up to 1930, was characterized

" by an ottward" growth, given that exports of raw materials of
agriculttiral origin represented the dynamic sector of the economy.
The second phase, started by the depression of the 19308, carrifd

through the II World War and coming to an end at the beginning of

the 1960s, was characterized by an "inward" growth, with the

economy being impulsionated by the industrialization process,

through the adoption of an imports substitution policy. The 1last
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growth démonstrated by a greater integration with foreign countries,
not only|due to the export incentives but also to a more intense

utilization of foreign capital.

he structural changes in the Brazilian economy caused by
the transition from one growth phase to another and the role of
BNDE in the evolutiom of this system will be analyzed in the

following pages.,

2 = THE FIRST INDUSTRIALIZATION STAGE - 1930/1962

he 1929 world crisis presented dramatic aspects to the
traditional Brazilian external commerce, provoking a series of
impacts which lead towards the industrialization of the Brazilian

economy . ' .
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The depression reduced- the country's import capacity at

maintain the

Thus, a relatively un-

ominal

income faced a smaller supply of consumption goods,

supplied by the external pr

oduction. Consequently, the

Productive coriplex, under Pressure to supply the domestic

oted the appearance of new industries competing with

the imported goods.

Process kecame

of the imports

Promoted

A

of Brazili

and 1939,
from an o

industria

N
quicker p
economy :

the worild

rupted due

unable to

market had

¢consequent

B, it can be said that the Brazilian

industrialization

expressive durlng the 1930x, due to the utilization

substitution model for manufactured goods which

the "inward" erowth of the o

CcCOoONnAmMy
S ey iy

S a consequence of this industriail expansion, the product

lan secondary sector increased about 140Z between 1930

This demonstrates the effective transition of the economy,

conomy based on exports: of agricultural goods to al

lizing one.

evertheless, the imports substitution process took a

fce during another Period of crisis in the international

the supply of manufactured goods and raw materials to

market by the ec01om1ca11y advanced countries was 1nter

to the war effort during the 1939- 1945 period. Agaln

import certain manufactu1ed goods the Bra2111an internal

to be supplied by the national production, with the

appearance of new industrial.activities.
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Mith its foundation established, the secondary sector Becamne

hamic one and passed through significant structural chafliges.
> &

I o
the 1950s, the growth| of the internal supply was 777 (§.07

br) while that of the external supply reached 397 (3.3Z|lper

It should be emphasized that food imports and the tacal

144]

ption increased respectively by 30% and 687, and the import

bumption goods decreased by 58%Z. It must also be noted|lihat
fhere was a growth of 417 in the imports of equipment and
the imports of raw materials, the industrial production

fed a 1447 growth, which means an average of 9.37% per ydar.

f be pointed out that if we take 1949 as a base-year, the
j tural sector, which previously was the dynamic one in |[the

i an economy, grew 54% during'the 1959/60 period, while !lthe

pturing sector reached a 1357 growth during the same pefiod.

Haviug ithese facis iu wind, ovne can clearly see ine end
historical period in which the agricultural exports werce

ental for the economic growth of the country and the beginning

bctural changes, caused by an accelerated industrialization

5, through the local production of consumption goods.

It may be observed that at that time the Nation was some-

what mature and ready for the industrialization process “which,even

though
agent

State,

centerx

it was fundamentally based on the entrepreneur (the main

in the process), also depended upon the action taken by the

not only as a source of finapncial resources but also as a

of development planning.
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From the moment when the industrialization process gathered
m and presented itself as a feasible option to serve as| the

ng force in the Brazilian socio economic development, |the

Governdent never discontinued to support and strenghten it by means

(in charge of developing the infrastructure necessary for

establi

sector

Government incentives to

interes

sectors

sectors, suclh

knowled

the bes

exible policy of "task division" between the public sector

the

shment of "industrializing" activities) and the private

(in charge of setting up the industrial complex). The

this sector were developed through measures

at the protection of the internal market and by means . of

al support to the productive activities.

The year of 1952 marked’the_beginning of a more effective

t of the State 1in since. The growth of scffe

the econouy
was being held back by the insufficiencies of other basic
s elecivid enkrsy snd froncpiTiation systane

Taking these difficulties into consideration and having
lge of the necessity to provide the Brazilian economy With

st tools for its development, in 1950 the Brazilian the North

Americ
establ

Econom

~govern

projec
Once e
necess

this w

n Governments started conversations aiming at the

shment of a Brazilian—North American Joint Comission for
c Development, in charge of preparing reports for both
ents, presenting suggestions for the concretization of

s which would contribute for the country's economic growth.

tablished the Comission the next step was to provide the

ry funds for the execution of the recommended programs and,

s done with the support of IBRD and the EXIMBANK. Having
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obtained the external financial resources, the Federal Governnént

Ay

turned its attention to the internal resources which were obtained

by means of a compulsory loan in the form of an income tax

additiomal. These funds were earmarked to the projects which mnade

-~ . .
up the Programa de Reaparelhamento Economnico (Economic Recovely

Program).

Once established, measures for the organization of the

financial infrastructure, it was necessary to create an institution

which would manage the internally generated resources. In this way,

3T

the Law|n9 1628 passed in 1952 created the BANCO NACIONAL DE DESEX

VOLVIMENTO ECONOMICO, under the jurisdiction of the Ministerio da

Fazendal The BNDE and the Brazilian North American Joint Comission

b

became fkhen, the two organizations that would, together,coordinacte

e . W g 3 e
L Wetd u.LaDu.ng_J, - &68al

(%)

idn't iast liong, and in 195

0.

the comission

to the lcut in the financial aid provided by the United States.

Thus BNDE was turned into the chief instrument for the

-

executijon of the Federal Government investment policy.Even Though

the Bank has spread its support through several sectors of the

economy, it shows certain concentrations of aid, at different

periods, as shown bellow:

infrastructure, mainly on railwvays;

a) 1952/1956

electric energy and steel mills;

b) 1957/1963

¢) 1964/1973 - basic industries and diversification in the

systems of support to the national enterprises.

L

l . the. national effort towards economic development. Nevertheless,

33.750 : :
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Bktween 1952 and 1564, BHDE invested,respectively,32.7%;
29,87, ang 20.5% of its total budget in the steel, electric enerfy
and rdilrbad transport sectors. It is worth noticing that whilg
the edonofy was orientéd "inward", the action of the Bank aimed
ing the country with the necessary infrastructure so that

at provid

major bottlenecks.

the

it could |develop without
3 - THE SECORD INDUSTRIALIZATION STACE - 1963/1973
At the beginning of the 1960s it became evident that

imports s
goods, as
to sustal
It becand
cqnsumpti
thege ch5

4
4

entered
and- 1965
at 3417 1
that was
91.94 in
economy .

had its

tof 0827

the poss

prevaili

ubstitution effort, chiefly related to durable consumeg

observed during the 1950s, wasn't in itself sufficient

n high growth rates as observed during the previous period,
necessary to introduce certain changes in the finance [}

lon and monetary control policies. Due to different reasons

in time zand the

)

v

e

e

ct economy

(¢

inges were not made efl

n a period of relative stagnation, mainly between 1962
During this period the gross internal product grew just

ber year. In 1963 it grew just 1.5%. The inflation rate

being held at bearable levels reached a record rate of
1964, definitely contributing to the detericration of the

The-industrial sector, which had been the d namic one
s ?

pace reduced, and its growth rate felt from 10.67 in 1961

1963,
To this indefinition period, caused by the exaustion of
ibilities in the substitution process at the former

ng conditions, there followed a period of dynamic growth,
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¢
mainly| after the first half of the last.decade.

For the revival of the economy it was necessary to adopt

certaih measures aiming at:

a) The expansion of the internal consumption market;

the bying power of the population;

c) The strenghtening of the national finance system,
‘essential>for the development of the country;

da) Tﬁe‘utilization of_savings, internal and extermnal, 1in
a wvay as to ensure an expansion of investments in the

productive sectors.

The strategy adopted by the Government in this period was

the utilization of the trad

pao
He

ticnal

Fde
e
o)
i o
o
~
o)
-

02}
o

madle effect

~ins'truments: foreign exchange, fiscal, credit and salary policies.

Moreover, the "outward" growth process was started again,by means

of export incentives.

It should be noticed that the exports incentives to the
manufactured goods had the objective of aiding a sector then facing
an insufficient demand. These insufficiencies were of a

conjung¢tural as well as a structural nature. The last manifested

itself|in those industries where technology required a production

scale Iuperior to what could be absorbed by the Brazilian market
and, the former was particularly felt by the traditional industries,

since the industrial growth was more dynamic than that of the

expansion of the internal consumer market.

b) The control of the inflationary trend in order to protect
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not only new economic and social policies vere

the Brazilian Government, but also its instruments wexe

The creation of several executive as

I3 e .

specially. the Ministerio

F 5

do Planejamen

3

1ing agencies,

[&]

lan

>

64, shows the effective care with which the State guided

ed the economic development in such a way as to build an

ess exposed to crisis and depressions. It also played an

role, complementary to that of the private sector,

3

in BRAZIL'S human RESOURCES (through education and

nal trainning) and in those industries with a low capital

evertheless, the action of the Brazilian Government was

ed to this. Convinced that growth is a direct function

lvestment volume and that the generation of internal
was not sufficient to prowmuvie high raies of increase ip

internal product, the Government decided to use foreign

sources., The policy was to attract large foreign enter-

at the same time, to lead the subsidiaries of forecign
s Already established in the country, towards the export

Meanwhile, a great effort was made to obtain 1large

finance ¢apital obtained abroad was extremely significant and

climbed 1

1973. This represented a 3437 increase in the inflow of

capital.

From US$ 368 millions in 1965 to US$ 1,630 millions in

foreign
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In the meantime, the scope of action of BNDE also suffered

gnificant changes. The effort to develop the infrastructure

egated to new Government agencies, and the Brazilian indus

nterprises, due to its new magnitude, deserved more

on and guidance from the Governmeqt. As a consequence BNDE
new lines ofté;pport for the industrial sector, such as
- "Financiamento a Pequena e Media Empresa", FUNTEC - "Fun

esenvolvimento Tecnico-Cientifico", and a subsidiary, FINA
encia Especial de Desenvolvimento'", designed to support
] s

r with the FRE - "Fundo de Reaparelhamento Economico", the

y program for the Brazilian economy.

This reorientation in the lines of action is clearly shown

numbers presented in the following lines. During the 1964~

riod, the loans provided by the Bank to the manufacturing

y, excluding steel, climbed from 77 of the Bank's total

in 1964 to 72% in 1973, while the loans to public wutilities

ic energy and transport) and to steel declined from 927 of

al budget to 11Z, during the period. At the same its

of funds were also amplified, so that, in real terms, in

e total amount of loans was eight (8) times superior to that

&

The understanding of the Brazilian economic problems the
action in order to solve them, in the years subsequent to
ession, and particularly after 1968, made possible for the

ry sector, through the adoption of a durable goods
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utilization of the industrial capacity installed during the previous

decade

Nation

has beg

observers.

up of new industrial facilities but also to a more

BANTO NACIONAL DO DESENVOLVIMENTO ECCNOMICO

intens

This growth had extremely favorable reflexes upon

s Global Development Project.

n such, that it deeply impresses national and

The performance of the Brazilian economy since tha

for

14

.consumption model, an explosive growth, not only due to the builad

e

the
t Jear
eign

The growth rates, chiefly of the gross internal product

between 1968 and 1973 reached an average of 10,37 a year, supe -

rior td that obtained by other leading developing nations. The
income |per capit; jumped from US$ 433 to US$ 610 during
the cange pericd, representing a growth of b1 y 4

A fact of great importance at that time was the move
towards the external markets. Besides the fact of total exports
having |grown by 238 %, the exports of manufactures in 1968
rgached US$ 380.5 millions, accounting for 20,87 of total exports.
In 1973, it reached US$ 1,941 millions, meaning 31,3 Z of the
total, |lallowing Brazil to enter in the club of Nations exporting |

industrjialized products.

sector

If, on one hand, the accelerated growth of the se

condl.ry

during the last three decades brought tangible and evident

benefitls for the country, on the other hand it shows with particu

lar |

particu

evﬂdence a series of structural unbalances that were

the wor{ld economy recently.

larly intensified by crisis such as the one that affected

-
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4L - THE REORIENTATION OF THEl ECOROMIC -POLICY -~ 1.97/1. 5.3{_2%
jh relation to the economic growth of the country, 1874
was an atfpical year. The Federal Goﬁernment had to estaplish
new priorfties to cope-with the repercussions on the Nation's

Global Defelopment Project, due to sudden and long run changes

in 1Hs

2

S <

o

which locchrred .in the country's economic system, a well as

relations| with other countries.

T
; groups: H

of import

based on

growth e

-

4.1

the raw i
countries
crude oi]

1ndustfi<
countrie
internat
decision
scarce 1
coal,

coO

intermed

hese changes of structural nature may be divided in ©\

J

W

€]

hose of exogenous origin, caused by sudden price changes

naterial and, those of endogenous origin, causecd

ed 1

Yaw

hy the very nature of the Brazilian development model ,

the imports substitution effort, but also by the fast
perienced by the country's economy.

The Exogenous Factorse

or ‘the western ecohomles 1974 was a "key" year; that of

producing

baterials crisis. The decision of the oil

to increase, suddenly and expressively, the prick of

| had deep repercussions on the balance of payments of the

b1ized countries, as well as in that of the Third World

t, and on the inflation rate, provoking unbalances in the

on the dollar standard. Such

i onal finance system based

caused a general increase in prices‘of othex basic inpwyts,

L Brazil. such as petrochemical products and fertilizers
s P P s

or and cellulosed  Brazil, that finds Agself in jan

pp

iate position between those countries that depend very

-
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littlelon oil imports and those that largely depend on it, given

&)
s

that Bfazil imports 40% of its energy necessities, ent in [§973
US$ 90p million dollars with imports-of crude o0il and its byH

producfis. In 1974 Brazil spent US$ 3 billicns to import ‘the same

items,

Such an increase, by itself, may be identified as an
unbalancing factor in the Brazilian balance of payments; an
unbalance that becomes even deeper if we consider that imports of
machinery, equipment and components have been growing rapidly  in
the past years, as a dircct reflex of the extroversion of the
economy in this sector and of the continuous growth and
divecrsification of the country's industrial activities. 1In éét,

according to CACEX, the machinery and equipment imports should

increase from US$ 2,240 millions in 1973 to approximately US$ 4
posialfee . ot L Giaae
Uil i0O%S 1Tt 4270

These numbers become even more important when it e

observed that in 1973 Brazil exported about US$ 6.198 millions
(FOB).| In 1974, according to preliminary data, - 5 S 4 estimated
that the deficit on the balance of payments account has reached

US$ 7 billions.

"With theseAproglems in mind, during 1974 the Federal
Government elahorated the II PLANO NACIONAL DE DESENVOLVIMENTO ,
which fepresents an effort to redefine the priorities and gargets
of the|country's social and economic development, given that the

international conjuncture was expressively modified, with direct

3.750
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-

repercyissions over the Brazilian economic situation.

oil is
materia
econoni

diversi

If, on one hand, the present internal production of crude

not sufficient to meet the increasing demand for this rawv

1, on the other hand, the Brazilian model of accelerated

¢ growth, that should be defined as "a model of densc  and

fied interindustrial relations" and has as objective the

vertica

horizod
presupao

i
that bq

in two

forged

chemica

1
and cement) are essential in terms of economic development

tegy, s

effects

— Suppl

1 integration of the several manufacturing branches and the
tal integration of the secondary sector of the economy,

ses an extreme effort of imports substitution.

N
. -

When one looks at the Brazilian i1t is noticed

imports 1list,

ded

Fie

sides o0il, the country imports goods that may be div

groups: the basic inputs and -the capital goods,

The basic inputs (minerals and ores, steel products,heavy
and casted products, non-ferrous metallurgical products,
1 and petrochemical products, fertlizers, pulp and papder ,

stra-

ince its production in a sufficient scale has the following

y of the internal demand for basic products with wide

utilization in all other sectors of the economy; if scarce,they

I
may -cause serious bottlenecks that could jeopardize the continuous

accel

— Forwva

with wide utilization creates a large number of new

oppor

eration of the development process.

rd multiplier effects, since the abundant offer of inputs

investment

tunities, based on its transformation. Backward multiplier
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s must also be considered by the importance they may have
he national equipment industry, and over the use of

ble natural resources.

ant catalyzing effects in the income generation and capital

Jation process, due toc the great dimensions of these enter-

and to the average company's profitability.

It should be emphasized that in its initial stage, the.
n industrialization process was based on the imports

tion process of consumer -goods, and later of intermediary
b. This éllowed for a considerable saving in foreign

and for structural changes in the Brazilian imports list

50 cnwards.

Since then, the growth of the industrial base has created
internal market and an ever growing demand for equipment
more

tal goods, with the economy feeling the lack of a

internal supply.

Under these conditions, the complementation of the indus-—
tion process, with the vertical integration of the Brazi
bstrial park and the elimination of an evident unbalance
by deficiencies iﬁ the "heavy" segmenfs of the equipment

, becomes an important objective for the continuity of

i.
try's economic growth.

Fhe necessity to diversify and develop the production of
uipments, through the reactivation of the imports

tin process in this area, enabling it to supply the internal
the

ith technologically complex capital goods,explains

presently given by BNDE to this sector.

fhis path requires the mastery of an especialized technology,
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largely| imported until the present tine including product,profject
- s P - F

and profpess engineering and specific techniques of modern equipment
productfon (machines to produce machines and machines to produce

- 3

finishe@ products), in growing demand by an industrial sector |lin

fast and constant maturation, such as the Brazilian.The technology
substitgtion, i.e. the national production of basic equipment

absorbifg new techniques, will also permit the future export cof

these ggods once the domestic demand is met.

e
8
0.
o
%2}
rt
H
[N
£
-

Besides, it should be noticed that the “heavy"

sector producing equipments, presents the best opportunities filor

the mobilization of savings and for investments, as a consequence

v}
e

: i : = S
Cronstontne Sonpans

£

b

of its Jeadership position, not only in rel

of incore but also in relation to the accumulation of capital.

Thus, in 1974, BNDE, in harﬁony with the main objectives
of the nlational economic policy taok a defiﬁite step in - relatilin
to the import substitution of basic inputs and equipments,machines
‘and comppnents. To do so, besides the prégrams established:  {n
BNDE's Flirst Five Year Plén (1974-1978), which aims at the above
mantioned scctors, the Bank created two new subsidiaries:EMBRAMEC
Mecaniﬁa Brasileira S.A. and FIBASE-Insumos Basicos SAL - Finan -
ciamento| e Participégaes =, as suplementary instruments to aid
national| enterprises in their imports substitution efforts.

Both companies have the objective of- giving their support

to compapies under the leadership of ‘the private sector,providing

more capital in order to adequate the internal production of basic

inputs apd capital goods.

.
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~ 7

FIBASE will use its resources to increase the national
productfon capacity in fertilizers, non-ferrous metals, pulpalpd

paper apd, organic and inorganic chemical products,while EMBRAMEC

chose three areas to develop its operation: basic projects.
(producing equipment to the steel industry, heavy transport indus

try, an@ mining industry, etc.), special projects (from projects

aiming at exports, to those with the objective of developing basic

process|and product engineering) and other projects (such as

equipment production to the printing and foodstuff industry).

7

At this point, it is ponvenient to make some observatians
regardiqg to the close relations that tie technological developnment

to the dapital goods industry. Given that the introduction of [hevw

technigues 1in the production system is carr

(=1

ed out through the
roductijon of goods that absorb this knowledge, it is the capitel
x -}

goods 1ddustry that pr

Q

motes the councrete exisiance of technological
advances|, which will be used in»new products through the "enginegring™
activitiles, enabling inventions to become innovations. It must be
pointed but that without the necessary engineering stage, the R&D
activitips remain hidden in the scientific sphere, without a
practicall use. When there isp't a dynamic capital goods industry
in a given country there are reduced péssibilities that the goods
to be prpduced are specified according to the local nccessities:
and when| these are imported there is a drastic reduction in the

possibilities of dialogue between equipment users and nakers.,

he equipment industry not only acts in the absorption of

technical progress but also is an unique element to its difusion,

-
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to its strategic position as a functional linkage with the
the economic system. As as supplier of meansvof production
other industries and other-sectors of avgiven econonmy, | it

5 request for prodﬁct innovations from all of them and,when
bduces technological advances in its products, there is|| a

ph of these innovations among its clients. Taking into
ration that the growth rate of an industrial system is

influenced by the capacity of the capital goods sector to

supply the necessary equipment to increase the productionabstracting

from the analysis the behaviour of external market relations the

possibility of a physical expansion in the system is feasible only

vhen the production capacity of the capital goods industry 1is

superior to the repositionr necessities of tha scee

industry

control

»

Ay A A~
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It should also be pointed out that the capital goods

- ~

C space a greaicr level of

enab

=te

1 - o
Chid. €Cconom

}-J-

los the natr

over its means of production, accelerating the continuity

of the dccumulation process with a relative independence from

economid cycles and external decisions.

The development of a critical mass of specialized  human

‘resources, capable to improve the technological level of the

Brazilian enterprises, has been for the last ten years onz of the

Bank's main objectives. This is corroborated by the existance of

4

FUNTEC-TFundo de Desenvolvimento TEcnico-Cientifico, since 1264,

Initially, this fund was oriented to support prdfessional educa -

tion, mainly in universities, in graduate and pos—graduate level.

However,

1974 represented a qualitative evolution in the role of

-n

-




!r\

~
9]
o

BEANCO HKACIONAL DO DESENVOLVIMENTO IZCONOMIZO 22

~

_BNDE in| relation to technology, given that the new by-laws of

FUNTEC,| definitely enlarge the scope of this instrument of eccnomic

~policy.| A new action plan is being implemented aiming at the

creatiop, adaptation and assimilation of techrology, by means of

incenti

=

es to the enterprises; at the interchange between companies,

universities and research institutes, in order to promote activities

>

leading| to the scientific and technological development, at the
improvement and transfer of techniques, process and products and,

at the absorption and utilization of technological progress by the

‘

é
e e )
Brazilian economic system.

4.2|- The Endogenous Factors

t)

"|The redefinition of the economic policy promeoted by the

Federal|Government, explicited in the I1 PLANO NACIONAL DE DESEN-

VOLVIMERTO in 1974, was translated at the BNXDE level by the analy-

sis of ¢ertain endogenous factors that could eventually decelerate

the build up of an open, modern and developed society in. brazil
and, by|the improvement of a series of economic support mechanisms
that, omdce at work, allow the consecution of greater objectives .
Such endogenous factors and the instruments crcated by the BNDE to
3

equate them, in the scope of its objectives and lines of action

concern|the very definition of the concept of development,

|I - Development is a function of the capacity to save and
to re-inest in productive activities the surplus generated by the
economi¢ activities of the Nation. In other words, in order to

create éver growing job opportunities for the active population ,

in order to expand the internal consumer market for goods produced
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ricultural and industrial sectors and, in order to keep

= L]
the growith rate of the economy at the highest possible level, 1t

is necespary that the gross capital formation be equally high.

aving in mind this necessity and the relevance of the role

played by BRDE, as one of the main institution's supporting the

Braziliah economic development push, in 1974 the Federal Government

decided to provide the Bank with the new resources originated from

PIS - Prpgrama de Integracao Social (Social Integration Program)

PASEP - Programa de Assisténcia ao Servidor Piblico

(Assistance Program to the Public Servant). These are to be managed

and utilized by the Bank in those programs established in the First

FIVE YEAR PLAR (1%974-1978).

t should be pointed ount here the cionifiscance of #he

lon, by BNDE; of the resources originated by the two programs
Bank these new resources mean an increasec in the magnitude
rticipation of its investments in the country's gross

formation of fixed capital. This participation may go further than

the 127 :hat has been estimated in its FIVE YEAR PLAN for 1978.To

the Nation, such transfer of resources shows in an expressive way

the changes that have occurred in the national economic policy,the

new theend pointing out the basic inputs and the capital goods

branches|as prioritary sectors from now onwards instead of those

producing durable consumer goods.

Howvever, it should be pointed out that for BNDE,acéording
idelines provided by the Federal Government, development

is also translated into:
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a) strenghtening of the private national enterprise, the

driving force in the rapid industrialization process}

b) supporting the small and medium - Scale Brazilian
companies; and
c) strenghtening of the national network of Development

Banks, through the improvement the human resources

employed by these finance institutions, which are agents

of BNDE.

Thus, in 1974 twvo new programs were created: the "Progrena

coes Conjuntas" (Joint Operations Program) and the "Repasses

5" (Program Loans). Basically, the purpose of the first

i~~~ A

e 2 e ad ae s el @ .
¥ i 8 .

du

1]

. .
to'its g1rze

DE aid programs. The second, threough credit lines open to

lopment Banks, has the specific purpose of developing the

.

es of planning thronghont the net work of Regionel

ent Banks, agents of BNDE.
Some Brazilian enterprises have been lead into capital
ions with foreign groups, with risk of eventually 1losing

rol, due to their weak capital position. This situation

me even more serious in consequence of the recession which

in the capital market.

laving in mind these difficulties, and being sure that a
s and autonomous development requires the participation
razilian private enferprises in the economic growth pro -
IBRASA -

1874 BNDE created another subsidiary, Investi||-
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rasileiros S.A., with the purpose of supporting the private

enterprise; providing equity capital, mainly, to those

3

(24
o

s characterized as sector or regional lecaders; promotin

cratization of the capital .of these companies and,

ening the stock market.

ILLike EMDRAMEC and FIBASE, IBRASA has for guidelines of

he minoritary participation in-equity capital, in Brazililan

ses by means of underwriting cf non-voting common stock.

The support to the small - -and medium scale

.

enterprises

f major importance because it has been recognized the

rn

a
<

t role that they play, economically and socially, (

tivities proper to them or in these activities where thBy

h

t with large companies), in the country's

.
|
w

L 3
it was aliso considered of prime importance to widen the ldirect
ions and responsabilities of the Regional

Development

the formulation of specific plans of regional cdevelopment

, since these banks, agents of BNDE, are more directly in
th the social and economical development bottlenecks of
ons they cover.
Here, it mus t be pointed out the important role played by
Centro Brasileiro de Assist@ncia Gerencial 3 Pequena e
Média Empresa, during 1974. This non-profit organization created

by BNDE
a better

techniqu

in 1972 has the purpose of aiding the entreprenecur to have
access to credit, enabling him to use modern magagament

es and providing him with the means for a better utilizaticn
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resources. CEBRAE uses the technical, managerial and

2]

ssistance, personnel trainning and research as instrument

n in order to reach its goals.

o}

IT - Eccncmic growth, that is, the continuous and ctmulative

ion of quantifiable variables, is not synonymous with
development. In fact, the last one is wider in concept
former and, is differentiated by its reference to the
omponent. The interaction of both is evident: there 1ig| no
ent in. a society,.4in broader sense, without the parallel
f its productive activities, of its internal market and| of

ng level of 1its population. Therefore, development

ds the pure and simple growth of the economy.

Development envolves changes in the social structure, so

that the human resources become able to manage the economic growth

process

and Brazil's Global Project, i.e., the build-up of an open,

modern and developed society, in the benefit of its population.

In this context, of particular importance are the problems

reffering to:

to Socia
hand, gr

distribu

1 -~ concentration of income;
2 - "quality of 1ife"™ of its population;

3 -~ improvement of the country's human resources.

The Second National Development Plan in the chapterreffering
1 Development Strategy, states: "the truth is that, on |bne
owvth may not solve the problem of adequate incomne

tion, if left to the simple evolution of the market factors

.

s




_fpllowing

On the of
much moré

improvemg

Governmer
integrati
increasit
envolve v
foods tuff
essential
urbanizat

by other

I
(1974=197

reasons ¢t

1

BARCC

MACIONAL DO DISERVOLVIMENTC ECGHOMICO 3 27

|

the evolution through growth, alone, may delady

ther hand,

3=

d

H
o

¢ that the social conscience may admit, the need cof P

ent in the living standards of all classes of the population.

0

[n harmony with the objectives and tergets of the YFederdl

it, BNDE considers that one the best ways to social

on and to a better wealth distribution is through the

g of production of those row cost‘essential goods that

hat might be called of basic consumption, that i, Sasic
s, medicine and clothing, given that other items of this
consunption - health sefvices, sanitatien, housing aad

ion - afe already covered by the yeéources made available

specific government agencies,

n this way, along the lines of the First FIVE YEAR PLAN

8), the Progrzma de Consumo dec Base was created. The

hat justify the priority given to this program are the

»e

- In the present Brazilién social and economical
conditions, it may‘be observed an unbalance in the
income distribution among the couﬁtryis geogr;phic
regions, with the central-south region playing a major
role in the formation of tpe gross internal product,

translated in substancially higher levels of production

and consumption.

= In relation to the consumption of basic goods. such as
P ’

medicines and foodstuffs with high nutritional value,

wre
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the population classes with a lower buying power ale
sacrificed, chiefly in the peripher al regions. THhis

brings serious problems such as the population exodus,

as it is verified in the north-south direction 1in

Brazil, crcating problems to the southern urban

without & ¢orrection or qualitative improvement of |the

human rescurces or in the living standard in the

country's less develcped regions.

The Programa de Consumo de Base is made up of three sub-

ps, which correspond to the sectors of production and

The "TFoodstuff Sub

) low

aims primarily at the production cost of basic

f5 with lLiigh nuiritional value, to be consumed

~t

1" 1"
-~
am

b 5

u I

0 -

-
<

by
the

L
i1ne

(ot
pe

(o) m at

XD

fed e Sub-Progr

¢

lation. bi
istrial modernization of the laboratories, of CEMﬁ - Cefll —
Medicamentos, and also the development of integrated
-pharmaceutical industfies. The "Distribution Sub-Program"
purpose of rationalizing the commercial distribution of

isic consumption goods, in order to minimize its marketing

On the other hand, besides the "Programa de Consumo Basi-
h reflets the worries about the social components,chiefey
me distribution and the living standards of the Brazilian

on, the Government has also paid attention to the

lent of the cultural level of its human resources.
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Thus, in 1974, BEDE created a support the

nting industry, in order to reduce the and,

ntly, the price of books, leading to a greater difusion of

ing habit. 1In other words,

development also means the

n, difusion and consumption of culture.

In that year, BNDE promoted a study of the Brazilian btook

industry, which showed essential aspects of this activjity.

oncluded that the country has a group

p of companies qualified

e task and a market that presents significant levels of

i:

n. The maintainance of the last years growth rates demands

iatives. Nevertheless, the problem is not only to thée

evel of the Jast years but alsc ¢ ach new

(']

~ A~ -
w v a~

groups of
1 readers. Since the editions are small, with reflectidhs

S, a reduction on prices will permit an expansion of the
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ICLUSTION

develoj

to solve the probleus of in
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BNDE, as an organization working for Brazil's

>

pment, has turned itself, successively and simultaneousily

rastructure and servj ces,

Hh

production

¢ inputs, indus

(77
-

rial development with special emphasis || on

ital goods industry, improvement of human resources,

ment and transfer of technology, alleviation of regiongll

ment unbalances, improvenent of the living standard of the

.

ome classes, and cultural difusion.

These goals are progressively being reached, without |[Ehe

tion losing its characteristics of a Bank, through the
hance of the real value

of its capital and of the funds

Ls administration.
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EMBRAMEGC = RASILEIRA S

A
eli »

MECANICA B

Due to the necessfity| to develop the production of
oods, in Brazil EMBRAMEC -~ MECANICA BRASILEIRA S.A.
ed with the purpose of giving an impulse to the Eraziliam

of capital goods, through stimulus to the expansion of ||the

.

capacity; to the transfer, incorporation and development

. . -

strenghtening of the national

¥

ed technolgy and the

in the sector. This will permit the import substitutiicn

items, due to an adequate supply to the internal market|.

Iny -functions as. an active operational nucleus with the .

of creating conditions for the establishment of a

ile capital goods production sector, providing for the

.

critical

3

£ cal mass the

(o

ition of the techunolog

~

necessary to
. . . 1 T

ng the equipment demand of the government and

the private entrepreneur scarch for the most convenient

zation. Given the nature of the enterprise, the

results to the economy will be felt only in the long

though in those cases of investment complementation

ects may be felt in a shorter period.

EMBRAMEC operates by means of thfee programs: basic
special projects and other projects and other projects.
Projectstrogram envolves the subsectors of: machine-
ectric and diesel-electric locomotives, wagons, cargo-
ning machines and equipment; construction of special
steel production and non-ferrous

metallurgic

; textile machines; machinery and equipments to the
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chemical

compressprs; machines and equipment to the generation,transmissior
and trangformation

parts and

Projects

BANCO NHACIONAL DO DESERNVOLVIMENTO ECCHOMICZCO

-

and petrochemical, cement and pulp and paper industryli

de

Fie
W

of energy and for telecoumunications, bes

cormiponents for all these subsectors. The Special’

Program envolves projects of process and product basic

engincering; projects of sophisticated technoclogy; projects of

equipment

for industrial pollution and projects of expocrt goods.

In the third program may be included, for example, projects for

the printing and food industry:

’

A complementary task is carried out by EMBRAMEC with

the purpése of: attracting investment funds, insurance companies§,

.
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scctors to invest in this field; establishing a permanent contact

vith the

public administration and class organizations in the

area of ¢apital goods; promote the elaboration of a promotional

technical

buyers.

catalogue to serve as a reference book to the equipment

The-'utilization of EMBRAMEC's resources is done in the

form of participation in the company equity capital or by means

of undery

the a giv

investmen

access tag

negociati

riting convertible debentures, in order to adequate

fen company's capital structure.

With the purpose of making a follow-up of its

ts, EMBRAMEC will establish conditions that permit
the company's data and informations, technology

ons, financial reports, as wtll as those reports made by

1

P,




"

-

|

external

about thg Brazilian and foreign companies — wi

in

Brazil

BARCO NACICHAL DO DESENVOLVIMENTO ECCNONMICD f 31“

auditors. It alsolmdintainsa. £i1ler {£h informatiomns

th its subsidiarig

- that operate in this sector of the economy.
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FIBASE | INSUMOS BASICOS S.A, - FINANCIAMENTOS E PARTICIPACOES

A study about the main raw materials responsible for the
maintainance of the grouwth process and/or the supply of
fundanental consumptioﬁ goods, maﬁes evident that Brasil doesn't
have prdsently an adequate supply of some raw materials essentilal

to sustdin high economic growth rates.

The alternative of supplyinyg these raw materials by means
of impoqts depends on theexport capacity of the Brazilian economy.
Therefode, it became necessary to look for new mechanisms that

would ensure, in the long run, a steady supply of basic inputs =

adequaté to the maintainance of the development rates intended

14
-

<
2

f BXNDE, was

f
.

L2

uently, FIRASE, 2 subsid

an

P-l
e

created |[with the purpose of supporting private Brazi
enterprises, in order to promote an adequate internal prcduction

level of the main basic inputs.

.

FIBASE provides equity capital, without voting rights or

direct participation in the administration of the enterprises it

may support. The participation in the form of sticks with

voting rights will be practiced only in those cases that recomend

the presence of an equilibrium agent between the two partner groups.

FIBASE may also act as a leader in fundamental projects in
the field of basic inputs or intermediary goods in- those areas
which sb far, have not been ta ken care by ‘the private seétor.
Nevertheless, as soon as possible, this leadership position shall

l by the goumntry. Conse

be transferred to the other major partner group, being reserved toc -

©w

3.750
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he

|
&)
(o]
H
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position wvhere it may act as a SUperV

n of the project.

In this way, according to éhevexposed guidelines, FIDASE
financial resources to promote the development of
that increase the existing production capacity (new
or expansion of already operating installations), the
ation of enter prises presently operating in Brazil and/or
new production units in the following prioritarez fields:

1) fertilizers nitrates, phosphates and potassium and its

rials (amonia, urea, phosphate rock and potassium chloride)

2) non-ferrous metals (aluminum, lead, copper, magnesium.
nickel . zinec).
‘13) pulp and paper X
4) organiec and inorganic chemical products

-
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IBRASA - INVESTIMENTOS BRASILEIROS S.A.

for Brazilian private

to leaven resources for the capitalization of Brazilian

that are outstanding as leaders of their res -

rs or regions; to encourage the opening up of company

public subscription and to strengthen the money market.

<

¢, IBRASA participates in

the risk capital of the respective companies in the form of minority

holdings;
of Braziliax

b

stock

(]

ciled in Brazil,

lon$

but such investments may be effected only in the capitafl

companies, meaning those in which a majority of voting

T

directly or indirectly to individuals residing or domi

except as regards those companies not formerly Bra

zilian but Which will become so through the performance of the res -

pective opel

The sh

ordinary or
IBRASA
provide unde
Three
approach of
A) Analysis:

firms in |

nal diagn

i
prospects.,

ation.

ares involved in the participation of IBRASA may be

|preference, voting or otherwise.

may also take up share-convertible debentures, as

rwriting services.

specific factors should be stressed in the operational

the BNDE, namely:
The tecnical group of IBRASA studies the respective

depth, all the way from administrative and organizatio-

csis to a careful prognosis of the future performance
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B) Shareholjder's agreement: in this respect the approach of IBRASA

has been

one in terms of a philosophy of action, the demand for

professiondl administration, and the adoption of measures aimed at

correcting |[distortions, whereby it participates in the corporate

capital in |such a2 manner as to provide the means necded for the

attainment |[of the objectives spelled out in the plans for financial

expansion dr .the achievement of a healthy financial situation. One

other asped

Shareholdeus

that right |of £

t to which IBRASA has given particular attention in

' Agreements is that concerning the maintenance of the

majority position of Brazilian shareholders, through the requirement

1
“

Pl-
0

al d

l-lc
s

- - -~
rst refusel be g¥anted on total or part 5pos

of the shares representing the voting rights of the companies in

}e

Aotyiman +n
L Ll Ll d

1
-

take-overs

‘which it pdrticipates, to avoid take-overs which would be
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that has been cne of the factors sparking the development

of the abovie-described mechanism of the BNDE, aimed at the

enhancement

of Brazilian private enterprise.

Undeqwriting contracts |with financial institutions. In

accordance with the Directives for Activity approved by the Board of

Administration at a meeting on July 26, 1974, IBRASA has whenever

possible been endeavoring to depend on the coparticipation of

investment banks, heading up offers to the public of the issues

approved, w

ith the IBRASA acting as a source of stand-by

g in the last resort.

*
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DIGIBRES - EMPRESA DIGITAL BRASTILEIRA S.A.

The emphasis given to the digital eletronic industry

represepts the concretization of the Brazilian Government policy

in favofr of this sector of high technological density, which had

its stafrting point on the efforts developed by the Grupo Especial

de Trab

with the

plho - GTE - (Special Task Group), created in february 1971

w

financial supporty off the Banco Nacional de Desenvolvimen-

~ . . . . A . < Y T
to Econ¢mico and by the Financiadora de Estudos e Projetos ~-FIKEP,

This Grupo Especial de Trabalho conceived and initiated

the exe¢ution of Guaranys Project, whide carried ont the project

and congtruction of a minicomputer and its own software. Thisl]

contracts were sign

.
ed with tho Un

Fe

5
- Bowe o B NS, A - ~ _«

: VCTY3ily OL wvad raulao Tor rTne
. 3

N

as

hardware, and with the Pontificia Universidade Catdlica do Rio

de Janeiro, for the software. The GTE also

studies

establi

possible.

of the

turned

to the

Federal

*3

romoted the nececfory

and preliminary understandings with the objective of

shing an eletronic computer industry in Brazil as soon as

The DIGIBRAS is the immediate consequence of the'efforts
GTE and, created in 1973 as pilot company, in 1974 it was
into a Eorporation, with its present denomination. Due
féct that DIGIBRAS operates as an insﬁrument of the

Government, all its shareholders are directly or

indirectlly connected to the public sector. Since its shareholders

represenit a potential market for the digital eletronic industry

such as

data processing, industrial process control,
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ommunications, etec, - due to their own ficld of operations
RAS is on a priviledged position to establish programs and
cts that translate the real interests of the country, as

fS to promote conditions that mey aid to the sucess of these

~enterprises. )

Its oplerations are carried out throu
P

The action of DIGIBRAS in-the industrial area is in

perfe¢t harmony with the guidelines given by the Federal
Government in favor of the Brazilian technological progress.
Nevertheless, it does not dedicate itself directly to indust#ial

activilties or the execution of research and development projects.

gh the participation with

AV

equity| capital in industrial veﬂtures. In fact, DIGIBRAS hasdl| the

objecthe of, through its participation in other companies and
by other means such as incentives to research and development
Projects and formation of human resources, promoting the
establishment and eXpansion of Bréziliam enterprises specialized

production equipments and development of systems in the area of

digital eletronics angd data processing, absorbing and creating

technology.

In the area of researchand development, DIGIBRAS may

Patronijze and act as supervigor in the executjion of specific

Projectls, with relevant interest, financed by special agencies

such as| BNDE/FUNTEC and FINEP,

keep op

DIGIBRAS' action is developed with a permanent worry to

en the access to the more developed sources of equipment
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establishn

and in Jul

Brasileirés Ltda. was founded.

in equal parts,

and Ferral

s in the field of eletronic computation and data

lLack of qualified technical personnel is also a

in the development progrem of the digital

(=

(w4

1

ssin Therefore, in

“

data proce industry.

(a ]

()

an

n with the programs of the Ministério da Educagao e

- Comissao de

-~

other specialized agencies such as

.

CAPRE
Eletronico, and with

ities, DIGIBRAS will promote programs toO attend the

o))
W

| cessities of personnel training for the rproduction
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sities and the industry in order to accelerate the

’

cal advances in the sector.

function of the study and planning activities, as well

experience acquired in the industrial field, DIGIBRAS

opportunities and defines priorities in the area of

1 ecletronics industry, which will serve as cojective

s to the university programs in applied research and

al development.

1974 DIGIBRAS concluded the negociations for the

lent of an industrial company to produce minicomputers

ly of the same year the COBRA - Computadores e Sistemas

This company 1is an association, -
of DIGIBRKS, EE - Equipamentos Eletronicos S.A.

2ti Limited, of England. COBRA will produce

P—

e —— ————— N 1A
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equipm¢nts and systems along the lines of

P
(i
[EN

the progressive n

effectjve transfer of tachnology.

industygial company began to be analised

This analysis is being carried out with

=

Leve SdA. 1

The feasibility study for the creation of the se
by DIGIBRAS in M
the colaboration of Meta

distria e Comércio, a Brazilian compan

a4 progran that aims at

onalization of the products, based on the

.
»

0
Q
=3
(a7

will, bBecome an associate in the future enterprise., One of tHle

main obhjectives of this company, preliminarly nemed BRASCONMP -

.

Empresa Brasileira de Computadores, will be to explore the

&N
£

~

-
=
el
~
-
.

y that protdbly

possibiiities of industrialization of products developed in Brlazi

withouti limitations in mobilizing all externzl technical

cooperadrion it deem necessary.

indust

1

digitall eletronics will effectively be transfered. It shali be

In this way, with the decisive action of DIGIERAS, th

)

y will be established and the technology in the field of

done by the establishment of a Brazilian minicomputers industxy

by the production of processers of eletronic commutation central

stations, in the telecommunications area

of a8 Brlazilian industry of sophisticated eletronic conponents

such as| the intégrated curcuits.

’

and by the establishment

3

s

-
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HINAME - AGENCTA ESPECIAL DE FIKANCIAMENTO INDUSTRIAL

FINAME - Agencia Especial de Financiamento Industrial,
created in september 1966 to administrate tbe Fundo de Financia-
mento para Aquisigzo de Maquinas e Equipamentos Industriais, ag
the finst subsidiary of BRDE, has the folloﬁing ocbjectives:

a) lattend to the necessities of the increasing comnercializa-
tion of machines and equipments produced in the country;
b) promote the expansion of machines and equipment production
making crédit available to producers .and users;

c) finance the import of industrial machinery and equipment

not produced in the country; and

Ca
p g

finance and promote the export of industrial machinery and

equipment produced in Brazil.

FINAME may also make acceptance operations to provide
the companies operating in the basic sectors of the eccnomy with
working| capital and, underwrite shares of industrial companies and

later sell it to the general public.

| The Agency is provided with grants from BNDE and other

|
Brazilian oficial financing agencies; or may receive loans or

donatiops from national or foreign entities, refinancing of bonds

of Banco Central do Brasil; from the Tesouro Nacional, besides

other financial operations that fulfill the purposes of FINAME.

The use of these resources arc made through loans to

its financing agents, private or public, being considered as such
the regional and state development banks, as well as the commercial

banks, investment banks and other finance institutions that

- .

3.750 1
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agree tp operate according to the Agency's regulations and to

assume [co-responsability as warrantors or endorsers.

According to .the reorientation of the Brazilian govera -

ment e economic policy, in 1974 FINAME passed through modifications

in ifs pperational rules, giving a more effective support and

-

incentije to the national equipment and basic inputs industry.

Its operational rules are divided into three programs: Medium

run Long run and Special.

The medium and long run programs provide loans only to

the acquisition of machinery and equipments made in Brazil, with

a nationalization index superior to 67%.

Special

On the other hand. the

Program provides loans for the acquisition of Brazilian

made maghinery and equipments that:

| a) are produced upon request, with a relevant index of

nationalization;
b) are competing with international suppliers; and

t) are to be supplied to projects of high naticanl

interest.

;The loan is granted, preferably, when it is destined to

the production of capital goods or its essential components or toc

the mining, metallurgic, electric energy, chemical, petrochemical,

eletronic and pulp and paper sectors. .

A sum-up of eight years of activity shows that FINAME

represents an innovating and extremely well succeded experiment

that wi

11 be even more important and dynamic after the changes it

has pas%ed through, as shown by the effects that are already




4

I

‘being f

it uses

exclusi
possibl
and tha

play it

elt.

Getting away from the t

the process of making 1

e to coordinate the work
t the Brasilian banking

& role in the country's

BANCO HNACIONAL DO DESENVOLVIMENTC LECONOMICO ""6

raditional stands of direct loans,

.

oans to its agents as 1its i

ve method of operation, proving that it is perfectly

o
of the private and public sectors
system has sufficient maturity to

development process,
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CEBRAE

tructure of CEBRAE, which has been based on the accumulg
experience-of-its founders, which have long been usiné

ofizeredit and for the protection of-Small and Medium~Si
to criteria permitting an‘immediate re§~

es, corresponds

¢ policy for development and assistence to smaller-sized

v

is a system operating throughout Brazil, as a central

establishes objectives and strategies for executive en

, in turn, through the direct action carried out in the
hvolved, collect and systematize data, anailyze scctors
the information needed for continuing recycling of the

assistence.

iecld of activity involved covers the industrial, commer [

rvice sectors, and the program is aimed at:

ating to the entrepreneur access to credit through the

eans: ' - ’ : ’ d
paration of projects;

ancial advisory services;

~ins between the companies and the development banks;

lowing up of the application of financial resources.

t for the entrepreneur, by making available to him the
modern techniques, namely:
gnosis, studies on location, "layout" and organization

ounting routines;
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|
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-~ |Fisfcal advisory services;

-~ Datla processing;

.

= Recguiting, hiring, training and administration of staff.

III. To prpvide the entrepreneur with meane for obtaining better

application

of: ‘
i

of human resources, through basic and advanced training

- exegutives;

1
- medium—level staff members.

The ihstruments used by CEBRAE for the achievement of these

objectives are:

- Tecl
- grs
- Cre

= Resd

In th¢

nical and managerial assistence;
b3 R0-10-5 X 10
it assistence;

arch.

field of special projects a training program for techni

cians and eyecutives of development banks and similar financial agen

cies has bee
tion on the
to fit such |

and efficien

Estab 1
this progran
entire syste

Ve lis

of the progn

n set up and is now in course of execution by joint ac -

lpart of the BNDE and the Fundagzo Getulio Vargas, so as

agencies to be able to act within a new and more dynanic

t institutional model.

ished in the form of a series of courses and seminars ,

is of key importance for the better development of the

m of support for small and medium industry.

t beneath the various courses held within the structure

am alluded to:
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a of Operational Techniques fox Projects:

urse on analysis for evaluation of projects;

urse on systems cf control and exccution of projects;

= Seminar on techniques for implementation and follow~up of

rograms for economic developwment.
P L

In the

Arela

of Sectorial Programing:

= Seminar on Power, Transportation, Regional Development, Ex-

pokt Corridors.

.

In the Gengral Administration sector:

- Seminar on the bases of administrative modernization;

-~ Sen

C1s

In the Are:
ment Banks:
- Sen

tig

In the Areas

-1 Coy

- Cou

binar on the theory and technianes of entra:

.
AV AT Asiem g ~ 1
- - CLCUuT

pos

3ion-making.

2 of the Institutional and Operational Model of Develop -

linars on the development of a single model for the opera

n of Development Banks.

of Systems of Administrative Support:

rse on the Administration of Human -Resources;

rse on Systems and Methods}

= Seminar on Juridical Advisory activities;

- Cou

= Cou

rse on planning and execution of budgets;

rse on Financial Administration.




" 2
- [2.75

|

IRACIONAL DO DESENYCOLVIMEKRTO LCOMOMICO 51
.
I B ron TN
NDIT - CASE STUNIES
PRl oL RN - o) R R M




BANCO RACICNAL

DO DESENVCOLVIMENTO

ECONDMICO

52

THE COSIPA

» it the end of the Fifties and beginning of the Sixtiesd

f the proccss of industirializaiion in the form of impext
substitution wvas in full swaing. wWithin this context, a nurber
ef inqiustiries have been sct up wich proceeded to create a

/

demang for raw mazieriaels and basic inputs previcusly rene—coxilg.
tent ¢n the Brazilisn marke:. In particular tlie then nascent

i

auvtomgtive and shinb ‘1lding industries expanded enoriious sS4y
the d¢mestic market for flat steel rolling mill products, Al
the time, the Voltaz Redonda plant cperated by Companhia Sidew
rurgid¢a Nacional was the sole preducer of steel sheet and
coil in volume that rapidly became incufficicons £or mochine
the domand gencrated by the saidrproccss of industrializa «
tion. |

Aﬁhis panorama rendered f'easible the stablishment ot
two ndw major steel plant projects for the production of
flat Stool rolling mill products, that at Ipatinga in the
State‘of Minas Gerais, operated by Usinas Siderurgices do 1361
nas Gerais S. A,, Usiminas, and that at Cubatao, in the Siate
of Sao Paulo, of Conmpanliia Siderurgica Paulista, COSIPA. The
fornery, developed by a group of Minas Gerais teachnicians
and esirepreneurs in the second half of the fifties, was
establiished with minority participation on the part of Japa=
nese groups who put up financial resources and echnological
knovhojv for the establishment of the undertaking. The lattier
although the seeds of it were sown at the beginning of the
respective decade - for COSIPA.was founded in 1953 - toék

body a

arrang

Europe:

nd developed from the point where external financing

bl &

bments were rendered feasible, cspecially in the
"n arca, and were obtained in 1959/60; The original
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|
A
and leadershin in the development of the concept over

eriod in question were due to a groun of Sio Paulo

5

Teneurs with min icrity participation on the raxrt on
te government. Both provided for the cs
integrated planis with coki ng fa cilities,
furnaces, LD steel shops, roll Ling of thick plate,
and coil, hot and col rolled producis, ywith

ction capaci ity of 500,000 tons a year of ingoct

initial

by

stecl.

Usiminas WS
Provided in 1958, whild fdr COSIPA it was forthcoming in
1860, in the form of provision of a guarantes on extornal
loans

afiterjrards loans were granted in Brazilian currency

stock

v
of a linoritu share, to conmnplete the Tinanecianl cot-rie £

in a total value of WUSE 200 millicn, Immediately

participation

14}

arranged, at that stage in. the form

the project,

A number of factores special to steel

projects, eSpecie

ally those of large size, long pPerioed of matura ation reguired

and high value of investments in the initia}l stages

should

intend

outset), they had blast furnaces des signed f01

ip of a facility, were involved in both cases, It
therefore be noted that although cach projects wvwas
cd for the production of 500,000 tons per year at the

twice that

output and roughing milis for 2,000 thousand tons a year,
for reasons of economy of scale and 1n01v351b111Ly O CBT e
ain units and items of cquipment. ;urthormore, on accocunt

of the inflationary pProcess wich was then becoming more
marked|in the Brazilian economy, the Brazilian private

groups | that had contiol and had been leading the implementa-
tion of the Projects were no longer in a Position to continue
to put up the financial resources required for their conclu-
sion. |
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Brazilts capazciiy for production in petrochemical indusiries
td its recent dim n

up

integests wvhich had a cumulative effect over the course of ihe vagt
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15 o v i
tventy years, without any particuler concern with the

e
of a matrix of operation. This trend storted 4o uvndergo modiflication

$ A e 43 Hp— e - P R L R TR " N il o de ML
in 1965, when the sccicr proceded to be viewed as a complete sector
3 3 Y A < 3T T 2 Yy N T sl 3 « S OOV O Y TY y < P

and Yhe Feceral Covernment established more a2ll~cncompaceing  and

noxre [long-range rules and otjeciives.

-
to was classified as a programmable fors of activity

3
o
C.
o
H
o)
o
5
o
0

-

i
with fthe nodel of an "open input-ouipui matrix", in which the petro-

ihe chrreni increase in capacitiy for production of petrochemnicals nov
under| vay was the result of a clear-cut pr grapning activity on the
‘part pf Federal Governmeni, in close coordination wiih the private

sector. This model of cooneration hetwesn the public 2nd “ho orisw

R

sectoprs has as its background the following basic conrncerns:

w obtaining of the maximum yield through cconomies of scale

and econcnies of agglomerction;

- promotion of incorporation of trail-blazing knowhow by

the Brazilian economy;
- -agglutinaticn of the effort and exverience of dynamic Bragilian
and foreign entrepreneurial groups under the leaderchip of

the former. .

This sectorial policy set~up is being

o)

lied succesfully| to
the e0-called "Petrochemical Pole of the North East", which comprises

& serics of invesinent projects located in the State of Bahia, whilgh
[ ]

<
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contedns the nain raw raieriels, nansly, petroleuwm, natural £a5,||
naphitija anéd fuel oil.

therefore has nuch 1o 8o !

comprils

produgc

-

The concept of the "Petrochemicel Po the Horth Basi®

th this prior delinition of polidy

L0 e

L
= - S -yv ¥ demyee Ao S
cmplex programmed to add substential
X

nToohe) ~ - . .
YR0QUISL~Petrobras Cuimica

v
- S o B ~ prannpno fa T o e 3
S.A. (B subsidiary of :.J;.’..Z\O_u;f.,:.f:»-feirz.'_eo Bresileiro S.4.) +the
% T S X e S . s L .
corpodgetion under the control ¢f the Brazilien public sector in

barmonfy with the Ministiry

0
with the task of setting up a company (cormiE~-Petroguinica

of util

=

central

W p
ndustry and

- S o o,
;01 Zunerces vas entrusicd

(0] J(\)J“’{\’:'S"

Ly

o Fh

&
for the establishment of the main ond mos

capliol~

d

In the model formulaten

I F wae atirvniodor Fl.adt £lan v dewm ad

e A B e |

producfts of the peirochenmicsals industry, the profits and the services
would be obtained in large centralized units ("centrais") as follows:

- Haw gterials Ceailral Unii: for ihe procuctron on an interh-
ational scale of about 3%80,000 tons & year of 1ylens, besides
-olefinic by-products (propene, butadiene) and aronatic products{benkent
toluengs) totaling 1.4 million tons a year of basic petro-cherical
products. : - - i

+ Maintenance Central Unit: whose purpose is to render mainiten-~
ance services to the whole o7 the wnits of the poleM

+ Public Utilities Centr

lities to the units of the "pole",

al Unit for the preduction angd upply

(’)

such as stcan, water, power,

etc.,

> Sexvice Ceniral Unit vhose objective is the rendering of

jized services to the whole of the units of the "pole" such as

)

transportation, seccurity and other sexvices, etc.

v
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THE CASE OF IR CA0 THInY S _A
: =S Sk i s
=
3 2 ~ = - - B | 2% s R <-1 B -+ S S
FPundig¢ao Tupy apprcached the Benk for the first ktime

2 ) . o - b B Fad F1 s, e e 7SS T e (RS
i 197, sceking a snalfl lpan for the oxpansion of iis Ta-

fast

secto

tipll1
have

indir

Tuny (

T 4 - R - - . oy T {1 wr oy - v
Its productltipn papaecity at ias

year, and the mein lines weire connections and zuto-
made of cast iron.

The said loan was the first step towardsz extremely
Irrovih placing thel company amongst the leaders in its
.

TRpy s mMmohahly Fodby” tha wmeed modary foundsy 4 Dos

with a production capacity of 60,000 tons

that capacity

This evolution of Tupy'!s activitics has been subston

' supported by the BXDE through successive loans which

permitted not only the growth of the foundry but also
pctly that of the Tupy group vhich today cowmprises a
pmeirate of firms engaged in the most varied of active

. There arc

]

accordingly, in additicn to Fundicio Tupy
| ]

F, the following enterprises:
s 2 I

puararapes S.A., for the production of PVC tubes and

connecesy

Cih.

b . . 3 *
Industrial de Piosle Armnzens

e

ttions for water supply, irrigation
i - 4 ¥ 1 & §
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m

Grianafiha de feo el making steel shot,; machines for cleanin
ofl mefals, and nbrasjion-resistent parts.

PeorTi
parts

Plist

o

vunits

Tupy 1

=

real e¢

develq
period
instan
center

praoble

Besides permitiing the growth and diversification of

T & % - 5 - 0
(Rl Lila LSl LUl S

Lo thie parent company and the sharce

P s

s, the Dank has been encouraging Mundigao Tupy to

(=]

P the knowhow that it has bLuvilt up ovoxr The 35 sreay

- 7

o1l its cexistence . At the suggesiion of the Rank

LH %

ce the company is now secttine up a bioneering rescargh
] [559 X ey

in Brazil, specifically dedicatcd to the handling of

ns of Toundrices.
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S CASE O BADBDELLEA SA

B ig.tl e b

|
|
J
|
\
|
anical industry that has grown markedly

company - o endeavoring to diversify through ihie

t of, or association vith, other companies

A5

sumtarized as follows:

DARDEDLA [S.A. This idustry mnanufactures
e s €2 R | h! 2N 3 R e
oraer, especially hydro-clectric cquipment,

wills and heavy weipght handling devices,

L s : 5 A
liticgaraduiving Binanclians,
2
Y, ol - . < ~ t -1, ry e -
S.A.  Manufactures presses for the autc -

motivie

firm
latio
anda

porat

BST T
|ne(j1a
also
Has a
des R

-

prioJge

ancing

bt —oif ptitss

c capital.

TNDYISTRTAS

O e s

of cguivalent name. It is now concluding the instal 4

project with direct financing for the latter

A, for plrppses of subscription te the cor-

MECANTCAS S.A. Will be manufacturing hidro-

hical equipment, and has suitable laboratory facilitics

cunidas

provided

position to precduce petrochemical caquipment.

ated wvith it on a n1nor1{) basis SOREFAME Sccicdiw

. _ * .
Fabricagoes Metalicas, of Portugal, The
firm's plant is now being set up, with fin

direct and to BDARDELILA as share holder.




Other

BARNCO NMNACIORAL DO DESENVYOLVIMEINTO ECCHIOMICO 62

ndertakings: Thought is being given to cther investk

S VoD

ments

indus

a) to

bas

S

2]
e

b) to

diivers

in activities in

e
et
[
0]
m
o
s |
!
©

secteor, involving mechanicall

o

Lrics and projects are now being awvaited in this ‘vesnect
¥ 5 x

(el

This kind of support has made it possible for PARDDLLA:

row at a rate faster than would be conceivable on the
44

of the conventional criteria prevailing at the time;

form a congiomerate of a number of different companies,

sifying its activities within the mecahnical sector.
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THE "JOINT-VENTURES" SUPPORTED RBY THE PUBLIC SECTOR
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2.4\,

'he size attained by the Brazilian domestic mariet

during the past ten years have started calling for the es-

tabli

shment of procduction units on an international scale

in vatious sectors of astivity in which the complement of

moder

technology becomes essential.

caring in mind the invesime:nt opportunities involved

in th¢seestructural characteristics are relatively large

in number and that the Brazilian entreprencurial groups

could
a ive

techndlogy) there was bound to be a need for ceek

not take them up of their own accord (due to the rel-
dearth of resources and/or absence of self-ownead

bl ~ e
“digs Sup

Iom eXitelual enirepreneurial groups capable of provigd-

ing the respective undertakings with full -feasibility. Fur-

thermore, it became a matter of political imporiance that

the lcadership of such projects be in the hands of Brazilian

-

entrepreneurs and that the effective decision-making center

in relation to the enterprises and the Projects should xe-~

main ih Brazil, under the control of Brazilian interests.

In order to achieve these objectives of policy for

investments, a form of stock-holding structure was

developed capable of incorporating the experience of private

entrepreneurs while at the same time providing Brazilian

ity holding in the respective undertakings. In this

composition, which has received the institutional and fin-

ancial|support of the Brazilian government's development

-
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ies, it is the responsability of one o1r more govern-
agencies to act as stockholder with deciding vote, or:
vy introducing a state of balance into entrepreneuria
jions; so as to settle possible conflicts between éhe

g entreprencurial groups. The main functions of
cspective entreprencurial interests in the undexrtakingg
ibed are as follows:

LIAN GROUP: leadership of undertakings, putting up

cial resources and managerial experience in the light
bizilian conditionsi .
putting ub of financial resources, modern
ology alid KI1IOWIlOW;

NFMENT ACTION:

provision of financial resources and

81 as element of balance for the decision of inciden-

ifisputes that might arise.

ock with voting rights, to build up the capital of the
priscs concerned in such a manner that:

¢ majority holding should be priv;té (sum of the par-
ation by the Brazilian and foreign groups);

e‘ﬁajority holding should be Brazilian (sum of partici-
1 by the Brazilian private group and the Brazilian gov+
nt agency). )

A structure of voting stock such as is exemplified be-

would therefore comply with the objectives indicated:

This therce-dimensional model is also aimed, in relatien
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|
% of voting

stoclk
lian private group . Lo
gn private group 4o
lian government agency holding 20 100%

A number of undertakings have becn and are still being

j> in accordance with the definition mentioned previous-

including the following:

[

~F & = =
< TTVIT oM T > T freT A
Se s INDUSTRIRLS CUIMTICAS

tive: Establishment of a unit for the production of

ic soda (250,000 tons/year) and chlorine (220,000 tons
bar).

-t

—_
= 5N 11t
—

.4

-t
-t

g’

e - -—
3 P

e -l

e
'
o
i
(=
e

fon: State of Alagoas

ture of voting stock: 2 ; %
ilian private group (Euluz S.A.) B
Foreign private group (EI du Pont de Nomours) Ls
Brazilian government agency (BNDE) 10

CORATI~-~Pahiana de Pibras Sl lle

Objective: Establishment of unit for production of nylon

and poliester (B0,000 tons/year) for textile industry and

manufacture of technical cord for tires (10,000 tons a year)

Investment: US$150 million Location: State of Bahia

‘ '

w
@

Structure of voting stock - %
Brazilian private group (Qelso da Rocha Mifanda)- L4y
Foreign private group (Akzo International) : Ls
Brazilian government agency (BNDE) ' ; 10
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|
.3, CEA. BRASILEIDNA DE FILNES : SAKURA . : .
Objegctive: establishment of unit for making X-ray films
(3,200,000 square meters per year) : =€
Investment: US$32 million Location: Satte of Rio de Janeldro
Strugcture of Voting stock %
Brazilian private group (Renato Monteiro) . 22.3
Forelign private group (Okura Trading.Xonishiroku
Photo) 38.9
Brazilian government agency (SXDE) “ih 3858
If, ARAFERTTIL -~ ARAXA SiA, FERTTLIZANTES E PRODUTOS QUINICOS
Objcegtive: establishment of complex for making fertilizer
nrodncts (57": GO0 i:nn.c;./'ye'r:r an viwosvilate rock councenliates:
165,000 tons/vear of phosphoric acid as P205; 240,000 tong
per jear of MAP ; 495,000 ﬁons/year of sulphuric acid;
200,000 tons/year of superphosphates; 960,000 téns/year
of granulated products and formuiations.)
Inveptment: US$130 million; Located in: State of Minas Gerais
Structure of voting s£ock o - %
Brazilian private group: (Itau Industrial) Lo
Forcign private group (BUNGE + BORN) ' Lo
Brazilian government agency (DNDE) : 20
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This means financing operations in wvhich the EnDu overaic

w

LI

oh PIUANCIAL ACGEZNTS which serve as inter diztes in relation Ko

e s

o
i
N}
’._1
ot

-

and medium-sized, loceted in the area of action of the said

n this menner 1o decentralize the process
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ives by delegating to the said agents in refurn

H <

aticn, the functions of enalysis and follow-uplof

dvance by the BNDE for opgfatior:g
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Regia
opnen
State
wae §
BNDE
the 1

Propg

sals for financing, after approval by it, are then submitted

The largest and nost lonsg-sianding of these agents is Baneo

nal de Desenvolvimento do Extremo Sul-B3RDE (The Regicnal Devel-
t Bank for Southernmost b*azil), operating in the three southern
s of the Union: Rio Grande do Sul, Parana and Santa Czfarina. It

et up in 1961 and in 1964 commenced in cooperation wiith  the

the machinery for transfer of funding that was inaugurated by

atter that year.

The BRDE eanalyzes and follows up the projecis on which

to

the BIIDE for the transfer of resources in accordance with operational

stand

has 1

ards contracted for in advance between the two stitutions.

During the ten years over which the above-mentioned mechanism

een in operation, the BIDZ has reached hundreds of companies in a
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o

1 seciors throughout the three states referred 1b.

1d hardly have

f.)

nunberd of _ndustri
Those |[firms, generally and mostly esmall in size, co:
d

on account of

£ 4
=3
Al
C‘"
&
6]
tu
?\
B
rh
(U8
et
®
[b]
b=
e S <

-

been rrovided with 0
the high costs that would be incurred in the administration of the

sm2ll [loans ihat would be entailed.

To give a rough idea of what this indirect support by the
WDE implies, svffice it to mention that in 1974 the transfers fronm
the Eank to the ERDZ amounts to Crf 1,167,778 thousani(app:oximatcly

1 .

lion). If i{ be borne in mind that ikis represents only

-

onding projects, with the BIDE and
the erfircpreneurs financed putting up the remzining 505, we arrive
33

of the total invesinents effecied in the

tto
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BANCG KACIONAL DO DIOSENVOLVIMENTO ECCOHOHICO.

BRAZIL IN TEN YEARS

1964/1973

|

INCREASE I GEOMETRIC [GROWTEE
CROECONOMIC AGGREGATES .1864 1973 1974/164 RATE

T

i
1
1
|
i
|
!
i
|

P
billion 1973 gruzeiros 194,2 392,4 - 2,02% 8.17%

US$ billion 387 64,1

POPULATION (im thousand) 78.208 101.520 1,307 3,07 .

PER CAPITA GDP
1973 cruzeéiros 2.483,1 3.865,2 1,567 5.,1%

Us$ . 405, 3 - 631,0

INDUSTRIAL OUT PUT

billion 1973 cruzeiros 35,8 127.3 3,56% 15,2Z
US$ billieén 5,8 20,8

CHANGE RATE: ¢€r$ 6,126/US$

BN N . = e -y N Bl EE B O EE EEl

33.750
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BAMNCO HRACICNAL DO DESENVOLVIMENTO ECONOMICO

ANNUAL GROWTH

1964/1973
GDP SROWTH ? INDUSTRIAL OUT PUT
YEARS | RATE (%) L GROWTH RATE (2Z)
1964 2l 5.5
1965 2.7 4,7
1966 5,1 11,7
1967 Tn g : 3,0
1968 9,3 . 15,5
1969 9,0 10,8
1970 A 9,5 dgig
1971 11,3 11,2
1972 10,4 | 13,8
1973 11,4 15,0
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BANCO NACICNAL DO DISENVOLVIMENTO ECCHNOMICS

PRICES NDEX
(1264=100)

)

1964 | 1974 GEOMETRIC GROWTH RATE

B oy T

COST OF LIVING 100 1.142 28,0%
WHOLESALE PRICE (GERZRAL OFTFER) 100 1.037 26,57
AGRICULTURAL PRODUCTS . 100 1+ 1.145 : 28,07
INDUSTRIAL| PRODUCTS 100 1.001 26,07
COMSTRUCTION COST (GB) 100 1.279 29,07

EXCHANGE (Fx$/US$)

O
_DET DATD i 1pa | cacg | ip 29
REE RAVFE 14 100 | 535 | 18,3%
! i
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BANCO KACIONAL DO DESERVOLYIMENTG ECONOMICO

HONEY, CREDIT AND EUDGET EXECUTION

INCREASE | GEOMETRIC AIRIUAL
; : i
3 1964 | 1974 | 197471964 ¢  GROVWIH RATE

| 5

ﬂ N . —V-

1

™ioney and Credit (gncl of peried balance)

Means of payment (US$ millions 7.836 | 17.847 i 227,8 8,67

Loans of the Monetfnry Systenn (US$ millions) 4.289 22.897 = 53340 18,37
Ireposits ws$ millfons) 2.685 i 18.221 E 678,6 | - 20.5% :
National Treasuvry |
l?ecelpts (ricé fzil;.;icus) Yoe2E= o 30l , 57450 o
; ; !
Espenditures (US$ millions) » 2,268 730,793 | 47054 16,97

—

Yeficit (US$ millfons) - TEpyl sl sy 99,7

Eschangerate 1974 =~ Cr$ 6,795/US$

= =
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DANCO NACIOMAL DO DRESEHVOLVIMENTD ECONOMICO

RESUME OF THE INVEST:ENT PROGRAM IN THE 1975/1979 PERIOD.

FROGRLﬂS I ’ ck$ BILLIONS OF 1975 VUS$ DILLIOﬁé

Human Restrces o 267,0 33,3

. \

Social Intggration 384,0'. 47,9

Urban Social development . 110,0 . 1357
I Economiz Irinfra structure ' 7 439,4 54,8

‘ Scientific|and technological development | 22,0 257

I Basic Industry ’ 255,0V 31,8

Agriculturé and livestuck .. 205,0 351
| S - i |

Naticnal I*tegration ) 4165,0 © 20,6

|

Estimated Eschange rate

- .

33 IS0
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BANCCOC WACIONAL DO DESENVOLVIMENTO ECONSHICHO

ECONCHMIC INFRASTRUCTURE INVESTMENT IN THE 1975/1979 PERIOD

= = SERE SSRRIEY. | W
SEETPRS Ck$ billions of 1975 | US$ Billibas
Energy 255,0 31,8
Electric Energy 198,0 24,7
0il, coal|and gas (escluding petrochemicals)! 5750 7:1

134,4 16,8

Reilway Program 28,0 ' 3,5

Ship buil@ing progran 23,0 2,9

10adS-Pro£ram 33,0 4,1

Ports | 9,0 1,1

Alr Transpert 7,4 0,9

Other (In¢luding Urban Transport) 34,0 4.3

Communicatio?s ) '

Telephone |~ Urban, Interurban and International

Post, telegraph and others 50,0 6,2

\ ’

' f OTAL 439, 4 54,8

.

]

] IIIIII

43,7150
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NVESTHENT IN INDUSTRY AXD FARMING IN

BANCC NACIONAL DO DESERVOLVIMENTO ﬁ(:CN(;‘H!CO

THE 1975/1979 PERIOD

80

S.E€ T O RS Cr$ Billionms US$ Billlions*
of 975
Industry (Estimated‘Total Iﬂvestment) 300 37,l4
Basic |Industries (Estimated Total - Incluéing
‘ private sector) 254 31,¥
= teil and Metallurgy 30 11,2
- Traésporg Material 43 5,4
- Méchanic, Electric and Communicatign Materials 36 4,5
~ Chemnlicals 59 7,/%
- Non-metallic minerals, cellulose and paper 26 3,2
Basic Industries - Tnvestments coordinated by the
| Govermment (Including Mineral
| Extraction) 108 13,5
Farming 105 13,0
Expenditures of the public sector (Inciuding State
Government) 56 7,0
Expenditures ‘of the Federal Government 42 5.2
Official Financial Support (only new recourses) 49 6,1

3
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