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nummary 

In order to carry out the expansion programmo of tho iron and steel 

sector| designed to increase ito installed capacity of approximately 

six million tono por year in 1^71 and ¿"j million tone pel- year in I98O, 

the Government of Braail took steps io set up an appropriate financing 

scheme for the iron and tsteeï  industry}    thin is tbo subject of the 

present paper. 

The section on "(Jenoral Aspects" describes the various sources of 

financing for industrial projets, classifiod as follows: 

(a) International Agone 1er. - IBM) (World Bank) and IPC 

(international Finance   Corporation); 

(b) Regional Atenei er. t numbering 13 (the BID is especially 

important in Latin America); 

(c) Financing sources in industrialized countries.    Description 

of methods of operation of those agencies, with special 

roforonoe to those in the USA, Japan, Prance, and 

Federal Republic of Germany, 

Dotai L; art- also ¿;ivon of thu liifi'crenoou between 

"Buyer's Credits" <-*nd "Supplier's Crudité". 

The Bootion on "The Brazilian Modol" describes tlic procesa followed 

to secure the necessary resource!*  <v>r tho implementation of the expansion 

programme of the Brazilian iron and stoni industry, relating to the 

three plants manufacturing flat products.    Four alternativos are examined, 

as well as the rcanonn for tho (Jovcrnmont'a choioo of independent credits, 

implying the division of the total volume of uquipment to bo acquired into 

two parts - one financed by IBRD/BID and the other financed with loans from 

financing agencies in manufacturing; countries through "nta/id-by credits", 

known as "parallel  financing".    Thin method is called the "Brasiilian Model". 

As regard» the procedure fur  International bids, the  Brazilian Model 

adopted a flexible system, a.llowLi¡/í the   ^«oatnst possible benefit to be 

derived from price competition but,  however, avoiding lor» so s in terme of 

technical spocifioationu. 
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1»     Introduction 

The iron and steel industry in a developing country io a bao i o element 

for the building up of its industrial sector andf consequently, of capital 

importance in the acceleration of its progrese. 

Studies endorsing thio thesis have recently been carried out in Brazil 

and are being submitted to this Symposium.    The establishment of iron and 

steel comploxes requires, however, not only large amounts of capital but 

aleó the support of an industry manufacturing highly specialised steel 

equipment which is aware of the lateet improvements in order to guarantee 

to the plant an operation under the beat conditions of profitability and 

capacity for international competition. 

The majority of developing countries lack capital as well as manu- 

facturing capacity of oteel equipment and. speciali »ed manpower for construction 

and installation! for thiB reason the "turn-key" system is very often 

applied; this consisto in buying an    iron and   steel plant from a foreign 

coffpany which takno charge of all the installation stages. 

This method makon only a very umall contribution towards the creation 

of local technology.    Sometimes it does not offer the opportunity to choono 

more modern technologies nor does it permit a comparison of prices on the 

international market. 

For these roaeons Brasil decided to croate its own raodol, which would 

not only be of great intercut to the iron and Bteel enterpriuos in obtain'nf 

the best technology at the loweat price, but would also permit Brazilian 

manufacturers to participate in the manufacturing of equipment and to 

acquire know-how by association with the leading international supplì.or», 

together with the adoption of competitive pricen with aecupted marginß of 

protection in world terms.    It was within theoo premine:! that the Jiraisilian 

model of financing for the iron and nteel  industry wan created.    In the 

folitiwtng chaptoro we will try to describo thio model briefly. 
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2.      Penerai Aspecto 

External source« of credit aim at providing: a financing mechanism 

for suppliera in producing countries if industrial producto and technical 

specialized serviceo, by means of which purchasing enterprises, especially 

thoac of the developing countrien, can secure goodo and services, on raedium- 

and long-term credits and, moreover, at a better rato of interest than the 

conditions usually offered by commercial banks* 

Those oourcoB for industrial projects can bo classified as; 

(a)    International Agencio«,  (b) Regional Agencies, and (c) Souroes in 

ilio industrialized countries. 

(a)    International Agencies 

For industrial projuots,  the following arc available: 

(i) Tho International Bank for Reconstruction and Development - 

IBRD (Morid Uank) - which io un intergovernmental institution, 

operating since V)4& an a UN upooialiiied agency.    It« membership 

includes all the countries participating in the International Monetary 

Fund. 

This agency grants loanrt for projects of high development priority 

and which promote economic growth, international trade and investment, 

and improvements in living standards. 

(ii) The International Finance Corporation - IPC - which is an entity 

affiliated to the IBRD, when«, purpose io to promote growth of the 

private sector in the developing countrien by oporating an an inter- 

national inventment bank. 

The IPC graniti loans inltvidually or in association with private 

inventors.    It can participate directly in the capital of the 

enterprises or unric* write     operations, in this way endeavouring to 

make available  in all soot or»: opportunities for investment in the 

projects which it has approved. 

The participation of IPC in determined net only by the youndneuu 

and profitability of the projeot but also by the wotumii priority 

it has in the country concerned. 
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(b) Regional A&enc.Lo:: 

Thero ar- at present. 13 Regional Arricien: 

- Intor-Arociican Development Bank - IDB 

- ADELA Investment Company s/A 

- Aoion Devolopment Bank 

- Banco Centroamericano de Integración 

Koononioa (Contrai American Bank for Kconoaic Integration). 

- Caribbean Development Bank 

- Bant African Duvolopmunt Bank 

- European Development Fund (Pond» Européen de Développement - HBO) 

- Suropcan Inventment Ifenk - IIB (Banque Kttroplcnm d*InventiBye»ent) 

- Ponda d'Aitr'aide et du Garantie den Empruntn du Conueil de l*Kntente 

- Kuwait f*und for Arab Economic Development 

- Privato Investment Company for Acia - PICA 

- Société Internationale Pinaneie're pour lea ínvertincomenta 

et le Développement en Afrique - 8JDPA. 

Thuoo agencien, an the Ir namou indicate, grant loartn only to count ri en 

which are memberr, of their regional o/trrementr., and arc for the private 

ooctor, the public .tector, or both, 

(c)   Sottrcco 1« tho indmitrialiaed countries! 

The number of financing a/teneicn and the fornii of operation adopted 

varies ami is dependent on naoh r^mtry'rs finaneial policy. 

However, in ordor to prenoto wutual protection and to avoid compatit id«, 

which could eaane problemi: to thorn, the main lnduntrtaliwd nountrin:'. met 

In Bern«;, Switzerland,and ui/^n.d an ntfreewerit known m the "Heme th*io»**,
t 

under which, having regard to MK.  individu;ti operatin.T charaote Hirtin; of 

th« different national iimuvnaf; u/rewieu, the batsir eritejia for offer« 

Of finaneo by th" ¡•••f/*nftfcf»rlo:i wrr   defined, 

Wwrpe manir criteria fever tl>t   following main feintnî 

- Ptíreentay of finamunj; in relatif»- Ut total  value nf th«' urdffr 

- Period of loan requir» mtat 

- IVftwl ii*' lut in amort Inai i or i 

- I6ctem?»i»i of f inanein/> to rov r  bi^yt r*.*   lœal   >f*'Bi:t; : 
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The atención  in the different countri^i   ran \* ilftooificd into 

two basic tjrpiui: 

(a)    Offiuial fi«uncieii and ("b,  Private ajjonnien. 

Official n#oncicr mm t)»p" in which govnvnwntit particirate 

with »hare» in the enterprise, and conr.c<ruonUy eroditi» for their 

financing do not rtood to br fruar*nt«ed by their poveramente. 

Private ««©noter, titillo« cwtTinunt credit guarantees in their 

own country in renpeot of thn loanc they offerì    they almo rwmiru 

ite noiml jruajwiteen fro* boyero, «n with official atftmciea. 

Aaotv Ihe povern«rnt fluai-antc* or#anJ wit lonn ar« MOD in tins I*, 

QCnm in Franco, and 10WKC In the Federal HopfeHn of {ferwrny. 

Th#ne credit f?warar>toc origani «all ami« lik* any inaurane« «ntorpri**» 

apply m infèrent rat«, whieh variuo m oordlng to the ri A - W«. 

meeordine to tin  tyr* of loan and th«   country rcqwtatlne tl* fimncim» 

It lîhould to ctr**r.iuirt that ttoverwl official tmtiti«mt £*«** as 

•JIWAmc In th<   '1.3.1. and Jajwwi, »eu*lly grant Ioana not iodWidmally 

but through a rounorttuit with privat-? noaa»rct-il hankn. 

tn both eMBcn mentioned sbw§, thont a^rncitn contribute with 

^ of the loan m<*mit loaviiv* *h<    »ther «><# for th* private coawrciwl 

bank».    In thin cane, *hr BXTHMMK »f lh«- ti.sjl» unually covimi that 

r*rt of tN« loan ¡Mianiod fcy th»ì pronte Iwnki; with a ervdit garant*«. 

Uhdrr the Kwnch finan» im; ay.-.t-*,  U  ii: alww adwinabl*»  fur th* 

bvyer for H oontïortiua t» br n-t u»» 1* twr«wi t».e privato frefis»' t«**»* and 

the Banque Fnui^iir.«* dn U*av>rct'- tàlleri; urf whtnh in an affi<~i.'*J  «ntUy 

and annodateti it«U' Kith th<   CIIKWIH
1
' »i* « projoo* and  »«frwreti the 

general credit  c*i*fJ Uoti.-f ufwrril.y ihe.-i" rtlat«'d to Una- of thr 

twnrtt in ti in  *r*i a« t« IHK ut, 

Suman Umtw Kav«   up»;rin3  <-*.;.ir.n;t«'rint1'n v#fc« n roa|>*urrd with thane 

of nth^r r«w»trn-?if inrtr tin- tv «ter» I «M-dvUi: «>r <Vraaigr ha»;   *n official 

body et.t »l»  for ;-u5»rtyin*   :(m;:-'fH - ,i><-r»     frslil.;, Krmwn an  ih»; Kndit- 

afMtalt  ftfr w*Msd«mufb.i<i.    Va-- T-z^n» r..it i"»if  ho'*'V»'rt  franír   financing 

only fur (.'nuii«'trt  .•lr»'.-t<i,y  |"*br, .-i*- * •« ami .n*-.|,f'-d hy  Ihf   fuyc r.    For thin 
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reason, German f inarte ir K in ç.vt\;   .n  two cn.trlj   uifr^rvii tinted ntaftouî 

1*    Financino duriti; Ü»u ipinuf ícturhii; ye-toé p"*u¡; an additional 

6 raonth3,  roriHÌdur»uJ an the minimi» ¡>«riod needed for acceptance 

by the inirohaßer. 

?•   Financing after „hm tirti loan deperì bod abovu* 

la the firnt jt*/«7» tilo nanufactvrer hiawelf or a coaaercial 

romacted »ith Ma han io mtkv ihv offer for f ina/tcin*, which, for th« 

protection ef the buyer, will »IPO include a eeoond loan offer which can 

replace the oredit from ih« Kredt+awitalt (m^owi ata*«) i» the event of 

4hi« lank noi tgreeirtf to f ¡nan:« the équipaient. 

•oneUy, Iredl Un« ial i dees not Mkn any diriieultien about awarding 

ih« lean M lotv: MI ih« uquipmunt ie vwepted by the b»yer.   an the 

officiai acceptance ir aade uni/ «t ih« aoaent  ih* purrhancr accepte the 

equipment, the i/uroaaner   loot* tlJt rur the ria* of rtort-iaelewmtation of the 

oredit operation] fw tine riavuti the aftrnifaeturer or hi» aeeooiated 

ou—iiroial bank in i.orawlly r qunrted to «.«te an offer fur overnll financing 

taiaer alai lar cdtuHmn to Ihon« offer d by the Kreditantttalt, with an 

undertaking r,?t    o refusr the trt»nef<»r of hie finanounç «¡entraci to the 

Kreditanstalt, «iree th« f inane tal condii i ».m« m«'   »t leni* ih*   »«a»« an 

theaa gemranitäej initially. 

finally « utili on il« rubaci, of the oar rat iena of finaneirwj a^nnaica 

in differ«* oewtrierj, tax tyr*i: ' f en di i that am b»' /Tanti d aay be 

definedi 

(4)   Uuyef'B orwtitr. 

(it)   S*f>t»Uer,B nvditr 

flier« ia no corarxión Vctwo« n thane  tw» typen of* rr«'dit «ni the 

nlaaaifieaiaon of rin-mcinf a^«»mif« into official and priest«, 

flu» grant a^erity of *:o mirici» off*«r r-»th tyne» uf orwdit, and « 

ohietee can i*© nade button bt^*r*'r» or rmpi-UT's «¡redit• 

In Italy tfto ei. tatnnr«-:  of off ¡ein]   ft»>rol«i i /.« -<i riitance «i#»**n«*it!ö for 

each eaetf»r(whioli «can«« tht*  ' inl* Hvtnuf;*-tur ?r r.r*n 8i;r'«;lat*' Mar»: If with 

only un»- officiai  «'inanei«.'-; bo«!y, aîtha^i* uow* ral  "*irl jf¡ ih*- «ountry) 

coapelB the bajrer t." obtain rurpJ U-r*« ert <li % **.; «it il«    fhts arti.vi  i is 
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advisable when the purchaoce are limited to a few items, when it in 

not nocesoary for the buyer to negotiate with the financing agency 

but only with the seller. 

In case of an operation involving a great number of items, 

buyer*s credit is recommended, since it ronultB in the simplification of 

negotiations and a rapid administrative process. It iß underntood that, 

M the credit system offers the buyer overall financing for all purchases 

to be made in the country, all tho credit torma and conditions that are 

later applied in the individual contract» for parcelled purchases (as in 

the case of supplier^ credit) will bo established when the financing 

contract is signed. 

J. Uff ffilM«" **»«* 

In 1970t Braeil planned the expansion of its iron and steel flat 

product« sector in order to increaoo tho installed annual capacity of 

3fT «11110118 to 7,2 million tona. The progra/wne providod,in this 

of expansion, for the installation of blast furnaces with a final 

capacity of 10,9 million. 

Thee© expansion projects, which were included in tho Rational Iron 

Steel Programme (Programa Siderúrgica Racional), would bo implemented 

sy three iron and oteol enterprises in which tho Federal 3tate io the 

major ahareholder! Coap/inhia Sid^rfîrgica Nacional (CSU), Usinas Siderúrgicas 

dc Km Oeraì® (USIMTNAS), and Companhia Siderurgica Paulista (COSTTA). 

Purchases of equipment costing USI 61'/ million, toother with local 

»apéneos for nonet ruction and installation amounting to <J3| 711 millions, 

were pimnnca. 

Faced with the problem of covering then« large sums, the Brazilian 

Govermont endeavoured to obtain a form of financing which would: 

(•) Provide for international compétition in equipment purchase, in 

order to obtain the boat equipment al, th'- 1oweut price in the 

short not i im:, 

(b) Hak* it possible to obtain external resource» for financing tí»? 

•atmfucture of equipment ir» ttruzil. 
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(o)    Put at the country^ dispoual tho largoot possible credit 
for equipment purchase, 

ÂB described in tho previous section, there are several external 

agencies for financing the purohace of goods and scrvioej for this 

reason a flexible financing mechanism began to be developed, which would 

correspond to tho predetermined bacio premises ncntionod above«   The 

study of the various alternatives was initiated! details were as follows« 

(A)    The first hypothouis considered, based on well tried expérience 

in Br«Bilf was tho choice of a supplier as the financing agent for a 

single country o, a snail group of oountries.    Thin alternative was shown 

to be inooapatible with the declared aim«, an it would exclude public 
International competition. 

In fact, the oredits offered in this case aro available only for 

purchases in a single country or a ornali group of countries, whioh oxoludes 

alternative choices from the technical point of view or in terms of price| 

it also prevento the participation of local industriel? in tho transactional. 

It must be underlined that very often   thoue enterpriueo proporlo 

equity participation in the social capita] of thn iron una otuol rmtorprie«, 

or even offor up to 155t of tho credit valuu for financing looal costo. 

Although these conditions may aeem to bo attrattive.' ut first sight, thiy 

imply the risk that theue partici;>a+.ionu will roiiu't in an inoroaao in 

equipment priooo which, in the abt;«nce of international competition, cannot 
be properly evaluated* 

(i)    The second possibility would bo financing throtjgh an inter- 

national agency (World Hank) or a regional agency (Intoramorioar Dwt'loimwmt 
Bank), 

These banks havo the advantage of offoH/ig buy«-rtu credits for the 

purchase of equipment in tho inembur state» <»r eligible countries»    In the 

case of tho two agencies mentioned, 1U0 onuntrien am involved, includili/': 

tho grout majority of tho uountrirr; that nupply equipm-nt.    Under t>ic rttllD 

and BID practice, only International competition :lu required ;    liowovi r thorc 

io no restriction on financing manufacture locally, if the inotnlier rtuten 

are technically qualified and can offer competitivo prions. 
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Although thin alternativo would be  in accordance with part of the 

declared aims, it would, however, not aolve problem relatin,: to the 

amount of the reocurcen available.    An io «oil known,  both agencien 

do not have the flexibility to all.* thorn to finance 100* er even 9<* 

(as would be the case with the agencies indicated in alternative A) of the 

total value of the equipment included in the prosammo, estimated at 

617 million dollars. 

The maxiiirum that could be obtained from theoe agencieo waa a 

participation of about ',0* obtained by addine together the creditd fro» 

the World Bank and from the BID in a proportion of 6O/40, i.e. 

US$ 192 million for IBRD «nd U3* 126 nil lion for BID. 

(G)    Owing to the impossibility of «atablishing a financing scheme 

which would moot the predetermined objective« by making use of one or 

other alternatives (A) and (B) a combination of both alternative into a 

joint financing (IBRD/BID on the one hand and credit agencieo of the 

main supplier countries on the other) wan envisaged. 

In this joint financing, the international and regional agencies 

would take the load;  the pureeing ntandaitli would have to be established 

in accordance with the rules of the two organi »at ione, and 00 public 

international competition would be guaranteed.   In order to bid, the 

credit agoncieo in the main nupplior counhrion would have to modify their 

cystoma of bilateral financing, and convert Ik» into otand-by credito, 

which would bo offered without any limiting conditions, to be utili»ed 

only if the country«« manufacturero nhould win the competition. 

Thia ochóme would in uomo wayn meet the predetermined objectives, 

because it would make international public bidti obligatory and would 

ocrait the une of the IBRD/MI) loan to finance the manufacture in Braisil 

of 'jOjt of the equipment. 

However, it wait not panni Wo to realise thi^ modnl bunauoc nome of the 

credit agencien in the «nipplior count ri or. were not prr-pored to participate 

in a financial nchemo which would be under ÎBRD and BID leadership and whi 

would have to »-..mforw with  the ruler, of theue institutions. 

in view of thin deadlock, alternat i ve (D) war. adopted, ainco it was 

in every way the mor.t  nu: + ubJe nehem«'-. 



- 11 - 

(D)    As already explained,  the difficulties  that cav:r«i:d wer<- 

related not  to tho crédite  to be made available by IBRD/BID or by any 

of the financing agenciec, but   fco the method of combining Urn two 

eyBtemo into joint financing. 

Por this r«anon, the independent credit aye trai mm adopt«-df thin 

consists in dividing the total volume of orniinment to bo purchaaod into 

•two clearly defined packages«    One would be finanoud with IBRD/nil) resources 

and the other with loans from the rusowee» supplied by fi nanee organi sat i una 

In the Manufacturing countries through the stand-by erudito.    TMo In 

known ao "parallel financing". 

Tho tors» and condi+ionn   *f each f inaneine operation *>r« eetabliiuV*«! 

between the Brazilian Oovcrnaent and tht¡ finan«: i n#; annue i en by aeans of 

a "Menorandti* of Undorat-indlry?", si^d by th<- Ministry of trwfuatry and 

Comer* through tho bt-evtiw Secretary of (X*ST»3t an-i by a dirretor of 

the financing agency. 

Wit« new alternativ«:  hau thf; advanta^i; of »«kins; it parotitic to fi««*«* 

completely those purchases to b*   manufactured in Nrazil by r» parating of 

the equipment into two ffroupm 

(X)    Tbono for which   tho national industry «eu; t'H-lmi'-ally qualified 

and for which it could offer competitivo prlcvn on tho interna*!anal vm»l» 

or could cueipwtc favourably in raanitfocturLntf of % Itwga proporti^ of an 

order regained with the JBRD/BID ^ruup. 

(II)    Those for which Brasiliaji manufactue* rnt owinr to the aanwrautarifv: 

tine available, to the »ophiiftication, and/er to th<^ npw-.iali tod nat'ir. 

of the eojuip**5nt, were  Ut?« quai i fiod,  les;; • «q>ablt- of witmifvT Ih*   orúVr 

In the fane of international comp" ti ti or,, or leen abb* to participai«' 

substantially in the aanuf.*i:turc of on onfi-r, haw b»«>n l*-ft in th#- («wileI 

financing package. 

Thin ««phanlwoc tho faut that the phi loan} by   idopi. d ww rvrt! one of 

otaatnjnjç th«;  (»urtinipat im of the national  iKdm-try only fro» tho ooin* 

of viww of tho technical cupariLy of Bra*i lia« rwinuftv-1 ur«.n* wh<    .yuM  m 

faot fabricate ala* mi all  flic   u<piJj*K.nt iriv<»ived.    (WIR,; *.« th*   swnt U*f«,<"«" **»<* 

plan, account  mm aluo takutt of  th»-  int«,rc¡:t < f  lit«,   ir.«, «ml fiori   imltJirtry, 

which iKiod.d to obtain tho beet  erj i!|*ttr-t al IV  low" t «»rie   «-.d  ,n th< 



abort«* PO.IT  bl.   i   M .        '.    mni  »e ,l^r^i   iba'   the hen-fitn 

.cernii** te KmlMRi »tuT- — " -anno-,  l*- »aamire.1 «rlwaiwly 

iB ter»* o? scurii,: r* - «ri. ir   bn «Ir-  in tairu: of *h<   i «arfar 

of taow-ho .     T,,.o«.If r    /.•••...       '^  "   Hu^i^Uy Smattonai, 

»ut? ror*i*n wnur.r^tui«^  \n-"l -••» arf-f.iui«  thcrnoUraa «ith 

naUoaal «nUrpriatf. in -^   lo ..Ltair. a* i^ a«l*u«lM»»t *»»»• *-*in* 

• preat lentia« to iiwi.-ili.rf. < -n'ir-loa» 

Ata cone*• *'n- \h« B-^^^ .»,.,ruf«Hu-m .-ulauM the ir« 

«*1 ««Mi eirterpri:«* io r-.tr.ul«.   an ,,':•« «m«n* vHh ¿oit* ormlMAl«M 

raaraaontli»; •»*   n^i-r.i   H<H»m-it ¡«rrui*«4 «Tin* iné^rtry.    Thia 

agnmmi *mm  twltr-pa;.«^ Ir MI »in>, of fruiti«. Isolation -hich, 

tur*** 41* M«l Urliti |.v,t ri.rx-.-L tr*t, uruaUian Mi.uf«oiw«r» «I» 

»ar4*e*P*4* in Ir^rmU* -l « «•• -tilir,nf ••*<•« if '.*>•«• are watfia** «ita 

ereilt timmrinr «^ 4"!! i*a- --11- * fit-new. íypf-.   Î** ItßarimMm ala* 

rvfurrn t**«* wi 'i* hi« Y ' .4 mtri i-« ié*.'<i to tí*« e.i.fi 

prie«- of fora);* --n-i; - 4 •.«,* ^ » -" •n^^ J* r^cntr of i*. rartiot*! 

•MNftekv«^);    it «<t»-v.: .-i: " n .-#ìi»fjcw: cf *Mn w» »ne« mth 44* 

prie« sf ik«  f.«•!..  ;r.*;.,*-il - -l-V-u.' .0 • «:>  ¿TMIII** prodwot«.    If tfcaae 

r,WtlUr* ««  .wt •.*>•*••<. u   irU  t:,r ^-i-r.^i.a «all'.« io-   i** anditi« 

* Mf»! Maw».* of rqtopawfi '-»1 r^i*^« Uy  • « oaajrct» intar alia, 

te ia** par"«*»*   ì»'   <'-,í''H, f-u-•»'*.•'• • "*!«*•• 

Tat»*» t»i« ..f-wr*.  ai. >•* b« ¡*e«r ih«  .H'iiH or*»ria»ti»*w awl ta»- 

iron aaJ airo i  «rtrrfM^a,  w ».» ,h-   fw Uaii««. ion <>* the «iftifttry of 

limiti «ni •l'airt • ,-<n^   ¿OSSÍ.Wf H ft CàlW (Curi*ir* .fc Oaaareia 

feriarían), «« Or.-wn.«*.^ -»    -^ *<-* »•' -•-il# a ***« '•"•»*»"»p^ %toil1 

MtSOAttl  iwlwi4rWJii.tr  , ml<i  » ,-«•• .cl|*t..   m ti.- H»mî1e»   fiartw»^ 

«aapatiltaa .«Uy ^ en,-«,i.-.«-l.- of -....rtüM^r froa ^«tr»^  la «kir« 

tt»o finaran«!  H^F-M-I   V «I i  -.rr.-'   '•<• "*;"»^  ^' «ru/ili.-a. •anafartttwra» 

cr«4tt* 

H  alnwirt  •<!: «   »«; n»-t- 'S   '•'••»4 

liaWatri--»!*»*"^    »w»»t  • 

•I*  ajar-I 1»«^ r.r.i(^U T •   '*•    «»^"-   -»' î;i•* 

fi'e-g  w'tfiir»   t       |.ir.*llcl  i* 'KrfKîin^,  »¡f'Iiia 4« 

. •.  fw/:*«î»iii<   t'»r  tftn» to t»; 

lu Uni r.-i.vf  '.vtfs aithowt 
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appl/in« tbo preference •*rfirit tht   rrir«p  f»1" B°**   conponente 

fabricated in Pr«f.ii *r"  no ^emreiitiv; that  forf-Uii industriai ir,ìnt 

in ordar t« win th« canali it ion f fimfer to fi nonet* national naimfacturerB» 

Oferiouely tlue typ«   al offer IB rari pinera! prattle« and such 

participation hat; not jrt'i reached nor*> thiui ?OJL of unjr oHer. 

alternati*  (D) tmt   mdopïtû arid in the •rasili an aodi»l.    How*1 vor, 

todajr, it «a/ b» nodifiad «han ne* project G are undertaken, ai rie« s 

aradUt nysrtaa tea bn«fi cat ifeliah*;d m Brazil  for Brosil1an anitufaotar^ra 

a» IM non» Une« a« pendini finw«in#, «Mon «il) b* i»£lpnent#d thro***» 

MM Iteti anal Bai* fer •aonoaic Sevlepaont (SHE - laneo nacional de 

tnaftsvolvinento IIHMMMICO ) • 

With «liia adée« iia-ewioti, another finaneinjf piag—w oan fee apnlieé, 

•ina« naca anbinea altaty« »ef*d te be i**at*d.   Hot-rover, it eMwld not be 

overlooked that tb* rnaaitn obtained np tn th* proeent with tbe Brasilia* 

Miai «r» Beat •uroururM*.' 

àm ffeal* i ehown,  tK   brasi lian -sodai applied te international 

cannati tien bratet «metileni reenlio in t^mr of price», batter «nùpsnmt 

fran ina technical point  of vit«, and verjr »hert nanufact «ring ti»»» f«» 

tbe Iron and itteel pr«fo«etion eentoro.    fhia table *iw* the *alw of tbe 

«gee a»fai bid an 100^,  tbe average of tr-o propoaaln,  tf"i the valu«' ef 

hi-nbar blé*,   îb« total val-je ¿t \ m owo« otirfui bidn rih-iati in tbr tabi 

ia Ori t?8#f •iilian wbleh, when coaaarad with Ihr total isao-ant of a*diwa- 

priced bid* ef Cri l.Oc^,i ailUun  md with th    total »f wain»  of the 

h i «bar blés ef Cri VW9V6 million,show« that the total of thr •awriirful 

blé« «a* U*4$ iantr ta»« «bat of th«   mmúium-pticeni   blé» and yj$ louer 

than that of tat ftiffhcr bid«. 

Finalljt 'Jw of ihr  iofortart twpccis of IN  finnnninß aochMia* 

nvt bu fmw>U«*$   thiw rrlaten to  u'tfrnatjonal coo«*'* It low, *»•* 

uaarcially io the  Mblinf» prwftdur»'. 

far ibis il* Bracilian -»«kl «Hnptcd  t ttoviblr ii/nto*, «M«* awk« 

4t oaaaible la draw ih*« am*ia«*« bovfil iron lht pru-f Miarrtition withowt 

stinn i« tba t«** h»    «1 rttaftd'tMft« 
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In carrying out ihio projet, ihr following «-.rit-ria v,.r, 

adopted» 

1   Wide invitation to tender through publication or noticon and 

sending of circulars to embaasier., inviting the iron and „tool equipment 

„anufaoturere to apply. Those noticoo were published net only in 

Brazilian newspapers, but also in the prcu*. in New York, London, Paru,, 

Rome, Berlin, and Tokyo. 

2.  à election of competitore was «ode from the firmo that applied, 

and two optional proco dures wro adopted» 

(a) System of pre-eoloction, by means of which, baeed on the 

technical specifications of each bid, the companies that could meet the 

basic technical conditions and having „xporience and financial capacity, 

were cnialifiod. 

(b) By.*«" of poat-noleotion, in which tho procedure .««i 

i. t. »»pi the bide without initial selection, consideri• only whether 

bidd.r. tenderine tho lowo.t prices have technical capacity, c*pori.noo, 

art financial capacity. Thi. .yate» i. uoed only when o en»!! n«ber 

of ont.rpri.es apply for tho competition. 

3  AM«** to tho invitation lettor,,, opcoification. and drawing» 

„,. „ant in tM fullest possible detail, but without link!,« tho n^clfi- 

„tlon. to a single «anufacturer. Minimal technical standards worn 

„ouiro* but tho biddorn wore given considerable freedom, includi• ho 

suction of alternative». Tho proposals ..re received in two onve ope,,, 

„» contain!,« tho technical proposal and the, other tho price bid, «1« 

an interval between tho two to permit the technical „pocifioaWon,. to 

bo »do comparable. For thin purpose, the bidder» «utaitird a third 

envois, contamine the variation,, in „rice relating to the cet,; 

•ubaittod previously in the price envelope. 

4.  The priée comparinon io made in two baric fera,,: 

(a) For tho parallel finanoinc pucka,*,,,, in which tho «r..iU»n 

«„ufacturore did not participate, tho |»»1> <*« «l"*« ""* °*\ 

by price but also by the financial ««.iti». »1* «- ** pregni vulw 

calculation method, «lili.lw a discount of 10*. In thin way, the fUl 



- 16  - 

prenant valu• of t',   MÌ^W; i'.,.„ *r •   ^r.4î.-:t. ] .•,-r^.)ir^ • <, 
their tine dintrifeution: 

(l) Down uayiacnt 

(-?) amorti'--attor 

(}) Intero4 

(4) Owtt«nnt fc*t tfwrwit*».  fr.., ami other ehmrr*v 

(t)    Por  TMIÍ/IIII) pack-urn, in »Hirn Bruiilan «mfaetwm 

participate*, the foU,miih: »wt.t»i «*r a**«*.4, «ftrP fw.1,,4 of th» 
third enwlop« describe«! trt tfcr l**r,t  it^m: 

I. A wwiuf^cturvr of «quipamit  i« cm«n !«r- «i tu b,   Mrnsilla» If hr 

•onufactur^a Dorr than «*£ of 4tc wlw.  (f| ^„»j, 

II. â imfim* *•,*„ of  t«f »u ^»M^ t, th* ^„a«, »«r^tir««! 

III. CGopomtttn totally mmur^t^rvd *fer«**.j i4«t wl, «M*«*!,* «t »it«, 

no HtW «Hat th* porc-nU*.  „f thcir wU.  in tH(.  laU1 iaUmlatlaft| ^ 

oorial<k>r«*l te h*¡ formm rtftii|MK-h,.| 

If.    «* filmi caapariMn iB **„   ,B  rr,ÎSM  rn|,    (%||fc ^„j^ rwrn-y) 

•frf the bidder pfjMnttnir thr  low«»! PricC »H ^cl«^ t* *. ^m-mm. 

I« immlttilon it  t„ «r»rtn,rut„   lo uirrB.  MR  fill««,*:   iPfw„t* ^ tlir 

Brasili«* ondali 

(a)    The participate,    f th*   nat final  inémìry  , i fmm ,hìr  In 

n«,fer»ity -i Ih IM'  J,,,* ,iw,4fi,lt|^ rtwfclrtn r»,,,,^,, hy |hr 

ir#n *»«t ittr,i (>rw**t  irr«„r.U¥,   ftf lh(. pf.„,   ,,.v„|f ^^ 

th« r«rr.hf«,.:i nr,   *»«*,   fc¥  ^ „„   „}    , ^j,,,  , „•,„rtlffct |fJfwll 

e«af»rt i tt ort. 

-WM ají     p. (Hin   m th..  h|f„   mjiütri.ii  IH«»  wMt,. 

*f th.-   ,^-uJi«l   i'iwn.-inif #.»..•« vrf int-m.tMtaal  r.-^.t-üow  ,ft 

thf  flirt-h;uw  rf .< ;M1 im, nt . 

(c)    Th*- ^.-1   r.v.,llf;  ,.M .*,*..,!   ih.,)lrH   lh,    tft,H,v..   ,..rt,, i,,lt, •„ 

ir«m »ni t**< * it» rfi j(. 

that m -wv •>-,»»» t R,< j, 

frn»  tit< .;<    I .»it.. 

*t   t-r n'_r,,.fím<-   i< . *   (. -   • i 

•r » 'f» t.y  .••.  »j! i i»   ^i 

'm 

''*»• «-'IM-rat ¡ i»tt 




