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Since the end of the Second World 
War Companhia Vale do Rio Doce, 
better known as CVRD, has 
emerged as the world's leading iron 
ore exporter. 
What role is the CVRD playing in 
the Brazilian iron industry today? 
What are the long term plans of 
the company and the implications 
of these plans? 

These are a few of the questions 

analysed by Hayrettin Erdemli in 

the following article on CVRD 
today. 
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The CVRD was founded in 1942, after 

the merger of three firms (Cia. Brasileira 

de Minerar;ao e Siderurgica S.A., Jtabira 

de Minerar;ao S.A., Estrada de Ferro Vi­

toria a Minas) following a tripartite 
agreement between the USA, Great 
Britain and Brazil. 1

Although the CVRD is organized as 

a public company, it is the Brazilian 

state which owns most of its nominal 

capital, as can be seen in the following 

figures on the share capital of the CVRD: 2 

Brazilian treasury 
Nationalized companies 

Share of the State 

Public 

Table 1 

85.70% 

5.21% 

90.91% 

9.09% 

100.00% 

CVRD - Basic data 1976-80 

At the present time, the CVRD is one of 
the main companies of the Brazilian pub­

lic sector. It is also classified by Fortune 

among the 500 biggest non US compa­
nies in the world. 

In the Fortune classification the 
CVRD occupied the 288th place in 
1975, the 275th in 1976, the 313th in 

1977, the 298th in 1978 and the 285th 
in 1979 as well as in 1980. 

Tables 1 and 2 show how the main 
indicators of its activity have progressed 
over the last few years. 

The iron mines run by the CVRD. 

At the present time the CVRD runs 
five iron mines in the ltabira region. 
The main mine is that of Caue. 

Numbers Assets Sales Net income 
Year employed (US$000) (US$000) (US$000) 

1976 21,600 1,972,197 863,798 21,600 
1977 1 18,544 2,224,918 823,983 18,544 
1978 27,970 2,820,758 1,105,958 42,038 
1979 29,354 2,246,843 1,408,909 35,548 
1980 29,400 2,275,350 1,644,326 269,461 

1 for the parent company only

Source: Fortune. 

Table 2 

Classification of the five foremost world iron ore exporting companies 

Company 1980 

CVRD 68,885,760 

Hamersley Iron Pty.Ltd 38,171,000 

Hanna Mining Co. 34,180,000 

US Steel 33,019,250 

Mt. Newman Mining Co. 27,125,570 

Source: Skillings' Mining Review. 

Shipments/tons 
1979 

68,261,000 

29,498,000 

38,714,000 

34,870,000 

30,664,000 

1978 

50,574,000 

30,567,000 

27,773,721 

24,580,317 

31,757,829 
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The others are Conceic;ao, Dais Colle­

gos, Picarrao and Timbopeba. Periqui­

ta which is run in association with 
Acesita (Companhia Agos Espacials lta­
bira) should also be mentioned. 

These mines contain two sorts of 

ore: 

hematites: "this type of ore has more 
than 66 per cent iron content. Gene­

rally nearly 50 per cent of the ore con­

sists of fines" 3 

itabirites: "this term is applied to se­

veral products ranging from hard ore 

which is slightly poorer and more sili­

ceous than the hematite category agents 

Table 3 

The iron 'ore reserves of the CVRD 

and which may be enriched by eliminat­

ing the siliceous fines through screen­
ing" 4 

The data derived from various sources 

concerning the reserves of these mines 
are divergent. This is due to different 

estimate periods on the one hand, and 
to differing criteria on the other. They 
are presented in table 3. 

In 1977 the production capacity of all 

the mines of the CVRD taken together 

amounted to 66.1 million tons/year, 
distributed as follows: 5 

Reserves 

Caue 46.0 million tons/year 

Conceic;ao 11.0 ,,

Dois Corregos 4.0 

Picarrao 2.6 "

Timbopeba 2.5 

66.1 
,, 

According to the revue of the ILAF A, the 

production capacity of the CVRD had 

increased to 71,900 000 tons of iron ore 
in 1979. To this iron ore production ca­
pacity should be added that of five pelle­

tization plants: 

Company 

CVRD/Tubarao6 

Plant no. 1 7 

Plant no. 2 

NIBRASCO 8 (2 plants) 
ITABRASCO 

tons/year 

2 million 
3 million 
6 million 

3 million 

Hematites ltabirites 
Mines Source of data 

106 tons Content % 

United Nations1 265 67-68.7
Caue 

Batte Ile Institute 2 401 

United Nations 363 67-68.8
Conceic;ao 

Batte Ile Institute 511 

Piccarrao (x) Battelle Institute 11 

United Nations 45 
Timbopeba 

Metal Bulletin3 100 

United Nations 67 67-68.8
Dois Corregos 

Batte Ile Institute 85 

Sources: 
1 Le Marche Mondial du Minerai de Fer. New York, 1968. 
2 Iron ores for direct reduction, 1 977. 
3 Iron and manganese ores, 1977. 

Note: 
(x) For overall reserves, Metal Bulletin

106 tons Content 

838 

751 

142 

1 560 

17 

212 

150 

45-55 The structure of capital 
in the Brazilian iron ore industry 
and in the CVRD 

45-55 In 1977 the total installed production 
capacity for iron ore in Brazil was around 
114,150 000 Tons/year9 (Cf page 41). 
This total capacity was distributed among 

eight firms: 

45-60

CVRD 
CVRD/ ACES IT A 

CSN 
MBR 

Samitri 
Ferteco 

Mannesmann 
W. H. Muller 

Total 

66,100 000 tons/year 

7 ,000 000 . " " 
4,000 000 

15,500 000 

11,150 000 

7,400 000 
1,000 000 

2,000 000 

114,500 000 tons/year 

These firms may be put into three catego­

ries: 

- public corporations: CVRD, CVRD/
ACESIT A, CSN

gives the figure of 34 million tons, with 45 to 68.5 procent iron content, while
of 20 million tons.

- mixed private firms: MBR

- foreign firms: Samitri, Ferteco, Man-

nesmann, W. H. Muller.
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Mannesman billboard in Minas Geraes, 

Brazil. (Bottom). 

• MBR (Minera<,>es Brasileiras Reuni-

das SA)

The MBR group is the second-ranking 
iron ore producer in Brazil. The mana­

gement of the group is Brazilian. How­
ever, the group's capital is owned by Ja.

panese, Brazilian and American interests. 

The structure of the group's nominal 

capital is shown in the figure. 10

• Samitri (SA Minera(1lo da Trindade)

The ARBED group controls 60 per cent 

of the Samitri. However, the Cie. Siderur­

gica Belgo Mineira is also involved, and 

receives part of the Samitri output. Sam­

itri also operates Samarco Mineracao SA, 

a joint venture (51/49%) with Utah Inter­
national Inc., of the US. 

• Ferteco SA

The Ferteco group was set up by the 

Gewerkschaft Exploration und Bergbau 

GmbH. This company was itself set up 

by ten German iron and steel companies. 
Through its mining activities on a world 

level it supplies the German steel industry 
with raw materials. The parent companies 
of Ferteco are as follows: 

% of shareholding 
August Thyssen Hiitte A.G. 28.l
Hoesch Hiittenwerke A.G. 17.9 

Fried-Krupp Hiittenwerke A.G. 13.3 

Kli:ickner Werke A.G. 8.5 

Mannesmann A. G. 8.3 

Hiittenwerke Oberhausen A.G. 8.0 
Stahlwerke Peine Salzgitter 6.4 

Reinstahl Hiittenwerke A.G. 5.7 
Rochling'sche Eisen und Stahlwerke 2.2 
Dillinger Hiittenwerke A.G. 1.6 

100.0 

The Ferteco group also has two sub­

sidiaries in Brazil: 

The Cia. de Minerac;ao de Ferro 

e Carvao 

The Cia. de Minerac;ao Serra da Moeda 

• Mannesmann Minera<110

This company is a subsidiary of the Cia. 

Siderurgica Mannesmann which in turn 
is dependent on the German group Man­
nesmann. It operates on part of the 
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British, U.S. and 
Brazilian interests 

20.0% 

Japanese group 
I) 

MBR - OWNERS AUTUMN 1981 

The Hanna 
Mining Company 

St. John d' el Rey 

Mining Co., Ltd. 

49.0% 

Mineracao Brasileira 
Reunidas S.A. (MBR) 

51.0% 

Empreendimentos 

Brasileiros de 

Mineracao S.A. (EBM) 

Cia. Auxiliar de 

Empresas de 

Mineracao (CAEMI) 

Majority 

Augusto Antunes 

lndustria & 
Comercio de 
Minerios S.A.(ICOMI) 

49.0% 

Bethlehem 

Steel Corp. 

I) The Japanese group consists of five trading companies and six steel companies 

Trading companies 

Mitsui 15.S% 

C.ltoh 15.5% 

Marubeni 7.5% 

Sumitomo 7.5% 

Mitsubishi 4.0% 

2) Not available 

Steel companies 

NSC 23.370% 

NKK 8.235% 

Kawasaki 8.235% 

Sumitomo 8.235% 

Kobe 1.000% 

Nisshin 0.925% 

Total 1S.73S% 

Sources:lronOreManual 1981/1982 

Hanna Industrial Complex, 

Nada 1969. 

Annual Reports 

39 



Mutaca deposits. Most of its output 
is intended for the steel plant of the 
Cia. Siderurgica Mannesmann. 

• The lntematio-Muller Group

In ternatio-Muller is a Dutch group 
whose activities are very much diver­
sified. Its activities in the sphere of iron 
ore in Brazil are carried out by its two 
subsidiaries: 
- Minas do Paraopeba SA (MIPASA)
whose capital is half.owned by the group.
- Minas do Itacolony SA (IT ASA)
whose capital is entirely owned by the
group.

According to the share of these 
various interests in the iron ore sector, 
the distribution of production capacity 
per country may be determined as in 
table 4. 

In this table, the share of each country 
is calculated in proportion to the finan­
cial participation of the firms which 
represent them. Thus Brazil's share inclu­
des that of the CVRD, CVRD/Acesita, 
CSN and that which belongs to the Com­
panhia Auxiliar de Empresas de Mine­
ra<;0es in the production capacity of the 
MBRgroup. 

Clearly the table does not provide 
in an exact manner the share of the pro­
duction capacity effectively controlled 
by each country. It does, however, give 
an indication of a minimum level. 

Brazil's predominant position comes 
out quite clearly, with about 72 per cent 
of the production capacity at present 
in operation. The CVRD accounts for 
80.7 per cent of Brazil's share, and 66 
per cent of total capacity. This control 
operated by Brazilian interests, and in 
particular by the CVRD, in the sphere 
of production would seem to be export­
oriented. A comparison between the sha­
re of production and deliveries brings 
this out clearly. 

On the basis of data covering the four 
main companies operating in the iron 
ore sector, the following disparities 
concerning the control over and destina­
tion of production may be noted: 
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• Brazil, which controls 70.8 per cent of
the production of the four major firms in
its iron ore industry, only uses around IO
per cent in its domestic economy.
• Japan on the other hand, which receives
34 per cent of the supplies made on the
basis of this production, has only a neg­
ligible control over it. This, admittedly to
a lesser extent, is also the case of the
European countries.

These data are significant for an un­
derstanding of the development goals of 
the CVRD. The function of the CVRD 

would seem to be to provide the Brazilian 

economy with export earnings from raw 
materials. 

Trends in production 
and exports of Brazilian iron ore 
and the role of the CVRD 

Iron ore production in Brazil rose from 
9 million tons in 1960 to 34 million in 

Table 4 

Control of total Brazilian iron 
ore production capacity ( tons) 

Company Capacity % 

Brazil 81 920 500 71,8 
Bel/Lux 11 150 000 9,8 
USA 9 098 500 8,0 
FRG 8 400 000 7,3 
Netherlands 2 000 000 1,7 
Japan 1 581 000 1,4 

Table S 

Control and consumption of Brazi-
lian iron ore by the four largest 
iron ore companies 

Share of 
Company production 

from in% 

Brazil 71,8 

Europe 18,5 
USA 9,1 

Japan 1,6 

Others 

Share of 

deliveries 
in% 

9,8 
47,5 

7,4 
47,5 

1,4 

1970 and on to 87 .4 million tons in 
1980. 

Over the same period the production 
of the CVRD developed as follows: 

1960 5 million tons 
196 5 11 million tons 

1970 20 million tons 
197 5 52 million tons 
1980 63 million tons 

The share of the CVRD in Brazilian out­
put for these years was respectively 56, 
63, 59, 59 and 65 per cent. 

The rapid Brazilian increase in produc­
tion was intended to cover a growing vo­
lume of exports. Brazil, which exported 
5 million tons of iron ore in 1960, pro­
vided the world market with 28 million 
tons in 1970. By 1980, this volume of 
exports had more than doubled and reach­
ed 79 million tons. 

The exports of the CVRD accounted 
for 82 per cent of Brazilian iron ore 

Table 6 

Brazilian and CVRD iron ore 
exports (million tons) 

Brazilian CVRD CVRD 

Year exports exports share(%) 

1960 5 230 4 300 82,2 
1970 28 060 21 900 78,0 
1975 72 500 47 300 65,2 
1976 67 000 46 300 69,1 
1977 58 500 41 900 71 ,6 
1978 66 400 47 800 71 ,9 
1979 77 000 48 800 63,4 
1980 79 000 56 900 72,0 
1981 79 400 62 500 78,7 

Source: Skillings Mining Review, CVRD 
Annual Report 1980. 
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exports in 1960, 78 per cent in 1970 
and 72 per cent in 1980, progressing as is 
shown in table 6. 

This progression shows that a major 
part of the CVRD production is intend­
ed for export. Thus, the share of exports 
in CVRD production amounts to 83 per 
cent in 1960, 78 per cent in 1965 and 
91 per cent in 1980. Between 1965 and 
1975 almost all its output was exported. 
From 1969 to 1974 not only did the 
CVRD export all of its annual output but 
also used its stocks to this end, and occa­
sionally bought from other mining 

companies in order to export, since 
over this period 1969-74 exports were 
above annual output. 

Thus the function of the CVRD - to 

develop the extraction and export of Bra­
zil's raw materials - is confirmed quite 
clearly. We will now go on to examine 
how this strategy is implemented by the 

CVRD. 

SOME ASPECTS OF 
THE STRATEGY OF THE CVRD 

The CVRD is known mainly as a compa­
ny involved in iron ore production and 
export. This is, of course, the main acti­
vity of the CVRD. However, the CVRD 
is very much a general raw material 
producer and is engaged in the produc­
tion of other ores. Once we have dealt 
with the development of its iron ore 
related activities, we will go on to dis­
cuss the main lines of its diversification 
activities. 

Extension of existing iron ore mines 

The production capacity for iron ore of 
the CVRD is at present around 71.9 
million tons. This production capacity 
will be developed firstly through the ex­
tension of mines already in operation, 
secondly by opening new mines. 

The prospects for short term develop­
ment, and also for a 1985 horizon, were 
evaluated in 1979 as is shown in table 7. 
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Tabl e 7. CVRD's short and long term mine production capacity 

Mine 
Production capacity (tons) 

Short term Horizon 1985 

Caue 

Conceic;ao-Dois Corregos 

Periquita 
Picarrao 
Caraca 

36,000,000 
24,700,000 
7,000,000 
1,700,000 
5,000,000 (><) 

36,000,000 
24,700,000 
7,000,000 
1,700,000 
5,000,000 (><) 

Capanema 
Timbopeba 

10,500,000 
7,500,000 (><) 

10,500,000 
10,000,000 (><) 

10,000,000 (><) Guanhaes 
Carajas 1,500,000 (x)

Total 92,400,000 120,000,000 

(><) Estimate. 

Source: Siderurgia Latino Americana, No. 23 5, 1979. 

It should be noted that for certain pro­
jects, the prospects have been scaled 

down in comparison with those which 
were de fined some years ago. 

The extension of production capa­
cities, which is projected or at present 
being carried out, concerns the mines 
of Conceic;ao, Dois Corregos and Peri­
quita. 

The extension objective for the first 

two mines has been to raise their joint 
production capacities to 28.5 million tons. 
However, according to the evaluation 

made in 1979, the projected 1985 pro­
duction capacity for the two mines 
is 24.7 million tons. 

The production capacity of the Peri­
quita mine was to be raised to 10 million 
tons in 1980 and 25 million tons in 1985. 
However these objectives were revised 
in 1979 to an even greater extent than 
for the previously mentioned mines. Ac­
cording to 1979 forecasts, the production 
capacity of the Periquita mine will be 
around 7 million tons until 1985. 

The opening of new iron ore mines 

• The Capanema project

This project will be carried through by a 
joint subsidiary composed of the CVRD 

and a Japanese grouping. The latter owns 

49 per cent of the capital and is compos­
ed of the following firms: 

Kawasaki Steel Corp. 
Nomura Trading Co. 
Mitsubishi Mining & Cement Co. 
Kawasho Corp. 
Kawatetsu Bussan Co. 
Nissho-lwai Co. 
Toyo Menka Kiasha 

24.50% 
7.16% 
5.62% 
4.22% 

2.60% 
1.96% 
0.98% 

This project aims at extracting the iron 
ore deposits in Capanema. The resources 
of these deposits are estimated at 233 
million tons of iron ore with an average 
60.8 per cent iron content. The installed 
production capacity should be around 
11 million tons from 1980 onwards. 

The steel plant of Tubarao in Brazil 

and the installations of the Kawasaki 
complex in Mindanao in the Philippines 
will each receive 2 million tons/year of 

iron ore. The remaining 7 million tons 
will be marketed. 11 

• The Baroo de Cocais project

The reserves of the Barao de Cocais 

deposits are evaluated at 2.4 billion 

(2 400 000 000) tons of ore with an iron 
content of 63-64 per cent. The exploita­
tion of these deposits was to be carried 
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the Minera9to Haime Ltd. set up by the 
following companies and groups: 
- the Brazilian group Buzzano Simon­
sen 
- the CVRD
- a Japanese grouping composed of
Nippon Kokan, Kokan Mining, and Ma­
rubeni Corp.

The projected production capacity 
is around 35 million tons.12 However, 
at the present time this project is not 
at all sure because of the financing 
and investment problems that it raises. 

• The Carajds project

The Caraja's project may be described 
as a project of international dimensions, 
because of the reserves which are there 
to be exploited, the production capa­
city of the mines, the tremendous invest­
ments necessary for its completion, and 
the financing which involves huge resour­
ces on an international level. 

Here it should be noted that the pro­
ject concerning the iron mine is in fact 
part of a far larger project which has 
been advocated by the experts from the 
IBRD for the development of all the 
natural resources of the region around 
the Carajas deposits.1 3 

This project, of unheard of dimen­
sions will necessitate an investment of 
33.6 billion dollars, covering the produc­
tion of iron, copper, gold, sulphuric acid 
and coal, the development of lumbering, 
the installation of various plantations and 
the construction of hydro-electric power 
plan ts, etc .... 14 

The iron ore project was originally 
envisaged by one company: Amazonia 
Mineraqao S.A. which was set up jointly 
by the CVRD (50.9%) and U.S. Steel 
(49.1%). The company intended to install 
a production capacity of 50 million tons 
of iron ore a year. 

However, in May 1977 US Steel 
withdrew both from the joint company 
and from the project, partly because of 
the high level of investment it would 
have had to provide in the middle of a 
period of crisis. With the withdrawal of 
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U.S. Steel, the project took on more 
modest proportions, with a start-off pro­
duction capacity of 8 million tons and 
a projected 22 million tons capacity in 
the final phase. 1 5 

The project was then postponed for 
several years as the managers of the 
CVRD attempted to solve the key­
problem of financing the operation. 
During 1980 the project came back into 
the news, but this time in a substantially 
altered version of the initial plan. The 
new features of the project are analysed 
in detail in the IBASE studies at page 
48-69 and will therefore here only be
described in a general way. 

Reserves and production 

The resources of the Carajas deposits are 
at present evaluated at 18 billion tons. 
(Only a few years ago they were estimat­
ed at I 5 .8 billion tons.) The iron ore 
of these deposits has the very high iron 
content of 66.7 per cent 16

. 

The projected production capacity 
is as follows :1 7 

15 million tons/year in 1985 
25 " " 1986 
35 " " 1987 

The CVRD has already begun to carry 
out the project with an initial investment 
of 186 million dollars. A pilot plant 
whit a capacity of 600 000 tons/year 
has just been completed and is ready for 
production . 1 8 

Investment and financing 

Early in 1981 the investment necessary 

49° 30' 

for the project to be carried through was 
estimated at 3.200 million dollars.19 Du­
ring the second semester of 1981, this 
estimate rose to 3 .636 million dollars 
without taking into account financial 
charges. By including these latter the 
cost of the project is estimated at 5 000 
million dollars.2 ° Along with the proper­
ly so called mining parts, the investment 
includes the following installations: 21 

- the construction of the railway
line Carajas-Itaqui 1 843.00 M US$ 

- the development of the mine
and the urban build up
around Maraba 509.71 MUS$ 

- the development of the port
of Itaqui 248. 79 M US$ 

- Urban development around
the port 198 .80 M US$ 
A major part of these investments 

will benefit Brazil-based industries, since 
the CVRD intends ordering 75 per cent 
of the necessary equipment from construc­
tors working within the Brazilian econo­
my. 

Finding the money to finance these 
investments is still the key problem 
for the completion of the project. The 
management of the CVRD has been at­
tempting to get this money together 
through various loans. 

In early 1981 they intended negotia­
ting a loan of 700 million dollars from 
European banks and a further 300 million 
dollars from the World Bank.22 

In March 1981, the press reported a 
loan to the CVRD granted by a group 
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of ten American banks whose leader 
was the Morgan Guaranty Trust. The 
amount loaned by this group was set at 
300 million dollars over eight years and 
at a high rate of interest. 2 3 

At the present time, the project is to 
be financed with funds from the follow­
ing origins : 

Japanese Banks 
EEC Banks 
The World Bank 

500 MUS$ 
S00M US$ 
300 MUS$ 

Stahl AG for 500 000 tons/year over 
15 years from 1985 on.28 At the pre­
sent time the volume of definite orders 
is estimated at 25 million tons/year. 

Other iron ore projects 

The other, far less detailed, projects en­
visaged by the CVRD concern the deve­
lopment of the deposits of Cuanhaes (re­
sources estimated at 3 billion tons) and 
of Urucum/Corumba (resources around 
the 500 million tons level). 

KFW (Kreditanstalt fur 
Wiederaufbau , a BRD 
state bank 

Pelletizing projects 
ISOM US$ 

The production capacity for pellets 
Brazilian sources 

and CVRD 
of the CVRD was around 1 7 million 

1 OOO M US$ 
tons in late 1977. In 1980, with the 

In order to cover its own share in fman­
cing the project, the CVRD, is relying 
on sales contracts for Carajas iron ore 
which have already been partially nego­
tiated with the steel industries of various 
countries. 

Delivery programme for Carajas ore 

On the basis of the negotiations which 
it has already carried out, the CVRD has 
envisaged the following delivery program­
me: 
12 million tons year towards Europe 
13 Japan 

What is more, it is counting on ob­
taining extra delivery contracts of 6.4 
millions tons for W. Germany and 10 
million tons for Japan.24 

In early 1981, the chairman of the 
CVRD, Eliezer Batista da Silva finaliz­
ed the following contracts in Europe: 

in Paris a delivery contract of 3 million 
tons/year for USINOR 

in Rome a delivery contract of 2.5 mil­
lion tons/year for Italsider 

in West Germany a delivery contract of 
6 million tons/year for the German 

iron and steel industry. 24• 25• 26 

By April 1981, the overall purchase 
commitments for Carajas ore obtained 
by the CVRD amounted to 20.6 million 
tons/year.27 More recently, the CVRD 
signed a delivery contract with Korf 
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completion of pelletization projects, the 
pellet production capacity reached 29 
million tons of which 21 million tons we-
re located at Tubarao. 

Diversification outside 
the iron ore sector 

The five-year investment programme 
established by the CVRD in 197 8 gives 
an indication of the extent to which it 
intends diversifying its activities. 

Out of a total investment programme 
of 3 .5 billion dollars, activities in the 
iron ore sector will receive 2.275 billion 
dollars i.e. 65 per cent of total invest­
ment, and diversification activities ob­
tain 1.085 billion dollars i.e. 31 per cent 
of total investment. 2 9 

We cannot give any indication here 
of comparative trends in investment 
in the iron ore sector and in diversifica­
tion activities, which would enable us 
to pin point the main trends in the de­
velopment of CVRD activities. Nonethe­
less, the share of the present investment 
programme allotted to diversification is 
in itself indicative of the importance 
attached to these activities. 

Neither do we have exhaustive data on 
the various diversification activities of the 
CVRD. However, the few examples which 
we are going to discuss in the following 
would seem to show that these activities 
concern primarily the mining sector, with 

the exception of aluminium, where the 
programme also provides for semi-manu­
factured products. 

The CVRD is exploiting manganese 

deposits through two companies which 

it has set up in collaboration with other 
Brazilian firms. One of these companies 
was set up jointly with Metame, a com­
pany from the Brazilian public sector. 
The other company, the Minerac;ao Uru­
cum has the following shareholders.30 

the CVRD 33.3% 
Cia Matogrossense de Minerac;ao 33.3% 
Cia Vale do Paraguba 33.3% 

This company produces around 100 000 
tons of manganese a year from deposits 
with reserves estimated at 40 million 
tons of ore with a 46 per cent manganese 
content. 

The Minerac;ao Vale Do Paranaiba 
(VALEP), a subsidiary of the CVRD, 
possesses substantial deposits of: 
- Titanium oxide
- Niob
- Phosphate
- Rare Earths

The titanium reserves, evaluated at 220 
million tons at the present time, make 
Brazil one of the main potential suppliers 
on a world level. The plant for process­
ing titanium oxide, owned by the CVRD 
susbsidiary, should produce 60 000 tons/ 
year. 31 

Another subsidiary of the CVRD, 
the Rio Doce Geologia e Minerac;ao 
(DOCEGEO), is carrying out prepara­
tory operations aimed at exploiting 
the nickel deposits at Sao Joao do Piaui. 
The nickel reserves in these deposits 
are estimated at 20 million tons.32 

In 1979 DOCEGEO and CVRD decid­
ed to invest 125 million dollars for 
further development of the copper mines 
of the Serra dos Carajas where reserves 
amount to some 500 million tons. The 
investments projected for these projects 
in 1980 were 250 million dollars. 33 

The CVRD also envisages developing 
gold deposits which have recently been 
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'1ron ore for sale", CVRD advertisment 

from the mid 1970's. (Top). 

World Bank Preappraisal Mission visiting 

Carajds in February 1981. (Bot tom). 

The World Bank's Report on the Carajds 

Iron Ore Project .ms presented in Paris 

on the 21st of September 1981. 

obtained loans from the World Bank, eg 

a loan of 80 million dollars in order to 

finance the aluminium project of V alesul 

Aluminio.46 We have also seen the finan­

cial operations behind the Caraj.is project 

involving the participation of the World 

Bank and of several other major banks. 

The Marketing Strategy 
of the CVRD 

The most important aspect of the com­

mercial strategy of the CVRD are the 

long-term sales agreements which it 

has passed with major steel groups 

abroad. 

These contracts often involve the 

creation of joint subsidiaries. Those in­

volved in setting up these subsidiaries 

obtain long-term supplies of iron ore 

or pellets in exchange for their finan­

cial participation or for the credit they 

provide, or for both. This is the case for 

many of the sales agreements with Japa­

nese groups. This is also the case in the 

agreement to sell pellets to Ensidesa, 

whose parent company INI is a joint 

shareholder along with the CVRD, of 

Hispanobras. 

In general, supplies are guaranteed 

over a period of 12 to 15 years in these 

contracts, with annual deliveries of 2-7 

million, or 7-15 million tons per contract. 

A great number of these sales agree­

ments are contracted with European 

countries and Japan. However, the share 

of Japan is preponderant and illustrates 

its close commercial links with the 

CVRD. The CVRD has nevertheless 

been attempting to diversify its export 
markets in recent years. The supply 

contracts which have recently been 

signed with South Korea, Iran arid 

Kuwait are witness to this orienta­

tion. These contracts also enable the 

CVRD to play an increasing part in the 

growth of the iron and steel industries 

in these developing countries. 

Whilst attempting to avoid too exclu­

sive relations with any one buyer, the 

CVRD has nonetheless tried to become 
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the preferential Brazilian partner for the 

importers of Brazilian iron ore. The prac­

tical means which have been used in order 

to reach this objective are as follows: 

the setting of a minimum FOB price 

for other iron ore exporters 

consultation at the CVRD on the ex­

port prices to Japan 

- the demarcation of export zones:

for example, the MBR does not sell
to W. Germany in order to avoid

disturbing the CVRD in this market

the maintenance of a slight difference

between the FOB price at the port

of Tubarao and that of Rio in order

to channel importers towards Tubarao

which belongs to the CVRD 4 7 

the development of the CVRD railway

line from Itabira to Tubarao as oppos­

ed to the Aguas Claras line. Thus the

Table 8 

other exporters are increasingly oblig­

ed to use the CVRD line.4 8 

Along with these measures which 

have been taken in favour of the CVRD, 

by the Brazilian authorities, the CVRD 

has itself defined a certain number of 

rules concerning the transportation of 

Samitri and Ferteco ore. 

• As far as Ferteco is concerned, in 

exchange for each ton of Ferteco

ore transported and loaded at Tuba­

rao, the German firms which own

Ferteco are committed to purchas­

ing one ton of Itabira ore from the

CVRD.

• Samitri is selling 50 per cent of its

output to the CVRD at a price which

represents 40 per cent of the FOB

price of its ore. In exchange Samitri

The Funil overpass, located at km 72 of 

the Fabrica branch line of EFVM, is 

92 meters high. 
CVRD plans to invest 300 million dollars 
to electrify EFVM during 1982/83. 

is paying an overhead price of only 

54 per cent of the Tubarao FOB price 

for its ore to be transported to this 

port. 

Final remarks 

The development of the CVRD has 

been very much determined by its ob­

jective of bringing foreign currency 

into the country. This objective has 

led the company to undertake a vast 

programme for developing the depo­

sits not only of iron ore but of other 

ores as well. It has developed its inter­

national trade relations, the volume 

of its exports, and to a certain extent 

it has accepted to enter into the free 

play of competition which the Japane­

se steel companies have established bet­

ween Brazil and Australia.4 9 

However the CVRD's programme has 

come up against certain limitations. The 
very large export-oriented development 

programme exceeds the financial possi­

bilities of the CVRD. The aim of bring­

ing in foreign currency would seem to 

have pushed the CVRD into attempting 

to obtain these currencies from major 

Control and destination of iron ore production-the case of the four main mining companies 

Share of production capacity 

(103 t) in proportion to Brazil 
Production 

capacity financial participation 

Company (Tons/year) Brazil USA 

CVRD 66 100 000 66 100.0 

MBR 15 500 000 4 820.5 9 098.5 

Samitri 11 I 50 000 

Fe rte co 7 400 000 

Total 100 150 000 70 920.5 9 098.5 

% 100.0 70.8 9.1 

Notes: 
1 USA and Canada
2 For Latin America 
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Japan Belg/Lux W. Germ. 

2 547 

I 581 650 

II 150 I 013 

7 400 823 

I 581 11 150 7 400 5 033 

(7 253) 

1.6 I I.I 7.4 9.8 

3 1 298 000 tons for W. Germany
231 000 tons for France 

2 093 000 tons for Belgium 

Destination of production in 1976 Total 

USA Europe Japan Belg/Lux others supplies 

(103 t) 

4 868 24 149 18 318 49 882 

530 1 3 493 6 810 478 2 II 961

71 I 579 2 474 595 7 952 4

3 549 3 4 372 

5 469 32 770 25 I 28 2 474 73 74 167 

7.4 44.2 33.9 3.3 1.4 100.0 

4 Including sales of 2 220 000 tons to the CVRD
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American, European and Japanese banks 
and from international banking institu­
tions. 

The long term sales contracts are to a 
certain extent the result of difficulties in 
financing investment. With a limited 
number of importers these con tracts 
can create a certain inflexibility. This 
explains the development of the CVRD's 
relations with the steel industries of the 
developing countries. 5 0 

These financial constraints would 
seem to be having two principal effects 
on the CVRD's policies: firstly the CVRD 

is obliged to expor t more and more, and 
secondly, since it is increasing production 

in order to export, it is becoming increa­

singly dependent on international sources 

of finance in order to step up its produc­
tion capacities. 

Notes: 

1 Metal Bulletin, Iron and Manganese 
ores, a world survey, 1977, p. 57. 
2 Hubert Laurent, Contribution d l'etu­
de de ['evolution des approvisionnements 
mondiaux en minerai de fer. Metz, 1973, 
p. 782.
3 United Nations, Le marche mondial
du minerai de fer, New York, 1968, 
p. 257.
4 idem. 
5 According to Stahl und Eisen, 1977-
03-11, the production capacity of the
CVRD is estimated at 71 Mt/year. This
estimate very probably takes into account
the share of the CVRD in the production
capacity of the Acesita/CVRD mine, i.e.
4 million Tons.
6 Battel le Institute, Iron for direct re­
duction, 1977. 
7 Because of the uncertainty concerning 
future orders from European steel indus­
tries, the CVRD decided in early 1981 to 
close down momentarily the No. 1 plant 
in Tubarao. Metal Bulletin No. 6565, 
1981-02-17. 
8 One of these two plants may also 

. suspend production if the request from 
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one of the Japanese partners of the Ni­
brasco to be supplied with sinterfeeds 
rather than pellets is accepted by the 
CVRD.Metal Bulletin, 1981-01-16. 
9 In 1979, the production capacity 
of MBR was around the 24 million ton 
level. That of the other firms remained 
more or less at the same level as in 1977 
with the exception of the CVRD which 
we have already noted. 
10 Hubert Laurent, op. cit. page 801. 
11 Moci, No. 220, 1976-12-13. 
12 Revue de Metallurgie, Jan. 1978. 
13 Metal Bulletin, 1981-02-13. 
14 Brazil Trade and Industry, March 
1981. 
15 Revue de Metallurgie, Jan. 1978. 
Battelle Institute, op. cit. 
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25 1981-01-06. 
26 

27 
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1981-04-14. 

1981-05-01. 
29 Usine Nouvelle, No. 12, 1978-03-18. 
3 0 Metal Bulletin. Iron and manganese 
ores 1977.ITDOM,May 1977. 
3 1 Mining Magazine. Sept. 1976. ITDOM 
Feb. 1980. 
32 ITDOM, Feb. 1977. 
33 ITDOM, Feb. 1980. 
34 ITDOM, Nov. 1977. 
3 5 ITDOM, June 1977. 
3 6 Mining Magazine, Sept. 1977. 
37 ITDOM, May 1981. 
38 ITDOM, May 1981. 
39 Feb. 1980. 

40 Revue de ['Aluminium, Feb. 1978. 
4 1 IT DOM, August 1 977. 
4 2 Usine Nouvelle, Oct. 1975. 
43 Jan. 1976. 
44 IT DOM, Oct. 1977. Revue /de !'Alu­
minium, Feb. 1978. 
4 5 Revue de la Metallurgie, Feb. 1977. 
46 Revue de /'Aluminium, Feb. 1978. 
47 Along with Aracruz Cel lulose (20 per 
cent) and Portobras (60 per cent) the 
CVRD has set up a new company to 
build the new port installations at Barra 
do Riacho. The cost of this new port is 
estimated at 460 million dollars. ITDOM, 
Sept. 1977. 
4 8 In order to electrify the railway line 
Vitoria Minas between Itabira and Tuba­
rao, the CVRD will invest 300 million 
dollars. This electric line is to be ready 
for use in I 983. 
4 9 In June 1981, after his visit to Brazil 
(to the CVRD) the Australian Minister 
of Trade and Resources, Mr. Doug Antho­
ny declared that Brazil and Australia in­
tended joining forces in order to raise 
iron ore prices (Metal Bulletin, 1981-
06-26). A few days later, the magnates
of the Australian mining industry explain­
ed that the development of the reserves
in the West of Australia was being held up
because of the Japanese agreements to
purchase iron ore from Carajas in Brazil,
and that the Marando project for the
development of iron ore in W. Australia
was the only project which could be
carried out without raising the price of
iron ore (by about 40%). According to
Mr. J. Hancock the Marando ore can be
delivered to Japan at a CIF price which
would be 5 $ A less than that of Brazilian
iron ore (Metal Bulletin, 1981-07-03).
50 Quite recently the CVRD signed a 
con tract to sell 1 million tons of pellets/ 
year over five years with the Sabic and 
Hadeed companies of Saudi Arabia. The 
CVRD supplies are intended for the 
Direct Reduction plant in Jubail which 
belongs to the Saudi Iron and Steel Co. 
(Hadeed). The Sabic, along with the Ger­
man firm Korf Stahl, is a shareholder 
of the Hadeed (Metal Bulletin, 1981-
06-26). ■ 
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