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SUMMARY

1. The shortage >f foreign currency and large potential market paved the
way for the Bragzilian automotivce industry.

helped much ir its devclopment.
2.

Import controls and existing know-how

In 1956 and 1957 laws werc passcd that prescribod a progressive increase
in the locally produced content of commercial and passonger automobiles,

® This is a summary of o papor issucd under thc same title as ID/WG.13/7.

)/ The views and >pinione cxpressed in this paper arc those of the author
and 4> not nccessarily roflect the viows of the scoretariat of UNIDO.
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3, The paper liste nids and incentives given by thc Government to the'
manufacturers of automotive parts and vehicles that comnitted themsclves
3 these echodules, . duty protection, provision of freign currency
for nceessary imports ander favourable conditims, duty-freo import of

machincry ~nd couipment comstituting o capit~l contribution,

4. A1l thosoe 1aws and rogulatione influenced the dAceision to ostablish

and develop Volkswagen 1o Brasil S.A., Sno Bernards do C~mpo, Sad Paulo,

5. The paper dcsceribos how Volkswngen 4> Brisil s»lved the problem of
rcaching the prescribed content of 17czlly produced parts in their cars and
dcnls with the co-operation »f Valkswogea 4o Brnsil with 1ocal ~uxiliary
industrics. The technical and commercind assistance which thc parent
company, Volkswu-gen, Gernnny, provided t> Volkswagen do Brosil is re-
corded in ~ comprchensive vny.

6. The special problems cruscd by the Brazilinn taxation law, the laws
concerning transfer of dividends and cnginzering foos and the social laws,
arc rovicwed., Recomendations for the golution of some >f thesc problems
arc madc.

Te The pnoper contains o considcrable amunt of statistical data illus-
trating thc development of the Brazilian automotive industry and its

importance %5 the cconomy ~f Brazil.
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Intreduction

1, The purpose of this study is to demonstrate the establishment and
development of the automotive industry in Brazil. Tt deals with the condi-
tions that initially existed and with various phases of creating such an
industry. Not only will the positive effects on the Brazilian economy be
indicated, but also the serious problems involved and a number of limitations
generally existing when developing an automotive industry in a developing

country.

2. Parts of this report will show the history of Volkswagen of Brasil S.A.,
Sao Bernardo do Campo (Sao Paulo), the largest manufacturer of motor cars in
Latin America. Special consideration will be given to the experience of
Volkswagenwerk AG in Wolfsburg, Federal Republic of Germany, the parent
company of Volkswagen of Brasil. Yolkswagenwerk AG is the world's largest
manufacturer of motor cars outside the United States of America. It maintains
subsidiaries in many countries and exports more automobiles than any other car

manufacturer in the world.

I, THE AREA AND POPULAT10ON OF BRAZIL

3. Brazil covers nearly half of South America and its population accounts for
almost half of this subcontinent. Thus, Brazil is one of the most populous
nations in the world. The following table shows the population of the various
Brazilian states (1965):

Table 1
Population of Brazilian States (1965)
(in millions
Sao Paulo 15.0
Minag Gerais R . L 10.7T
Rio Grande do Sul 6.1
R Parana - . Lo 5.7
| Pernambuco Gl 4.5
Rio de Janeiro i 4.0
Guanabara ' 3.8
x Cears 3.6
i Maranhas 3.0
| Other 13 states and 4 territories _25.6

Total 82.0
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While Brazil had only about 30 million inhabitants in 1920 and 41 million in
1940, the population increased to approximately 82 million in 1965, and it is

estimated that 95 million may be reached by 197C.

4. Brazil has a predominantly young population: O — 9 years of age constitute
26 per cent of the total population; 1C - 19 yvears of age, 1) per cent; and
20 -~ 29 years of age, l4per ceni. Therefore, almcst two thirds of the popula-

tion are under 30 years of age.

5 In 1950 approximately 36 per cent of the total population lived in cities
and towns; this figure has since changed to about 50 per cent. At present more
than 14 million people live in the ten largest cities, Sao Paulo being the
largest with 5 million inhabitants. The growing urbanization during the last
fifteen years was primarily due to industrialization. For example, the state
of Sao Paulo increased in population from 9 million in 1950 to 13 million in
1960 and 15 million inhabitants iu 1965. The state of Sao Paulo, covering

only 3 per cent of the nation's area, houses 18 per cent of the total popula~
tion. It contains approximately 20 per cent of Brazil's railway and road

network.

II. SAO PAULO: THE CENTRE OF BRAZILIAN INDUSTRY AND PARTICULARLY THE
AUTONOTIVE INDUSTRY

6o The climate of Sao Paulo is ideal for the industrialization of this region.
It has been observed for many years that the moderate climate has a favourable
influence on the high immigration from Turope and alsc on the efficiency of

Brazilian workers.
7. Immigration into the state of Sao Paulo developed as follows:

Table 2
Immigration of State of Sao Paulo, 1901 - 1965

Brazilians from

Foreigners other states Total
1901 - 1915 723 000 39 000 762 000
1916 - 1930 516 000 241 000 817 000
1931 - 1945 131 000 594 000 775 000
1946 - 1960 431 000 1 665 000 2 096 000
1961 - 1965 (March) 62 000 475 000 537 000

1 973 000 3 014 000 4 987 000
Per cent of total: 40 60 100
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8, While most of the foreign immigrants in the early years were farmers,
since the beginning of the 1920s an increasing number of arrivals from abroad
have been trained in trade and industry. Utost of these immigfants remained
permanently in this country, because of the well-known Srazilian tolerance and

respect for differences in race, religion, political opinion and foreign habits,

9. Before the local production of automobiles started, Sao Paulo had a number
of small industries which in the early years were founded primarily by Buropean
and Japanese settlers, This industry'essentially aided 1in building up the
automobile industry in Sao Paulo. It was also of some importance that a certain
nucleus of personnel, already experienced in the assembly of vehicles, could

be found and trained in the manufacture of automobiles, -

III, THE BRAZILIAN AUTOMOBILE MARKET

10, From 1957 until 1965 the eleven automobile companies in Brazil manufac~
tured approximately 1,2 million motor vehicles, the production figures for the

various years being as follows:

Table 3
Production of vehicles, 1957 - 1965

Commercials, Per cent Per cent

Pasgense To
trucks and of assenger of tal

buses total cars total production

.1957 31,00¢ 10¢ - - 31,0C0
1958 57,000 94 4,000 6 61,0C0
1959 82,000 85 14,00 15 96,000
1960 95,000 71 38,00¢C 29 133,000
1961 91,000 62 55,0C0 38 146,000
1962 116,000 61 75,200 39 191,000
1963 88,000 51 86,000 49 174,000
1964 36, 000 47 97,02 53 183,000
1965 82,000 44 104, 000 56 186,000

11, The above figures show that volume local production started with-eommer-
cial vehicles and trucks. There existed an enormous demand for this type of
vehicle which « due to the relatively small railway network - is most important
for the Brazilian economy. Since 1964, however, the production of passenger

cars has exceeded that of commercial vehicles. According to the statistics of
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the Brazilian automotive industry just under 300,000 vehicles were registered
at the end of 1957, reaching nearly 2 million st the end of 1965. Today two
out of three motor vehicles in use are of local origin (1957 only ome out of
&)

12. Local production resulted in a considerable improvement in the ratio of
inhabitante per regirtered motor car, which, comparad to such highly indue-
trialized countries as the Federal Republic of Germany and the United 3tates
of America, developed as follows:

Tab;e Q

bitants r registered automohbi

An_Brasil, Federsl Repudlic of Germany, the United States of America

1991 - 1966
Federal Kepublio

Brazil of Germany S54
1951 118 a7 3
1952 : 93 41 3 7
1953 94 35 3
1954 86 3 2.9
1955 .M. .ooa . a8
1956 94 2 .2
1957 93 20 2.6
1958 SR [ T A 5 |
1959 78 u 2.6
1960 65 ’ 13 2.5
1961 5T 11 2.4
1962 5 . 9.2 2.4
1963 53 ‘ 1.4 2.4
1964 49 ’ 6.6 2.
1965 45 ' 6.9 2.2
1966 43 5¢5 2.1

Source: Statistics of the "Verband deutscher Automobilindustrie®
[Association of German Motor Manufacturers).
13. There is no doubt that in Brazil the average income per capita is still
low, a fact which of course sets certain limits for an expansion of the auto-
mobile market. It is astonishing, however, that Brazil in 1965 had already
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feashed & ratic of inkaditamts per motor car equal %o that of the Pederal
Repudliic of Germary in the years 1951/%2.

M. 48 in all other countries, the najor part of the production of wotor cars
is concentrated in a fov big companies. It is therefore interesting to see a
Weak~down of the production figures bt/ manufacturer duging the last four years:

Volkswagen of Prasil 93,752 it 664415 79,001
Willys Overiand 61,319 6,407 59371 54,133
YI3AC 15,466 14,12 12,i0% 15,260
Yord n,n2 12,763 12,074 11,754
General Motors 18,980 12,173 13,43 10,981
Simca 64905 9,549 10,949 70275
Nercedes-Ben: 8,9Y7 5 100 6,249 6,758
4 other companies 3,942 4,624 5,077 4, 368

———— " —_—. -
Total 191,01 174,200 13,206 175,660

It would be wrong to conclude from the above fizures that the Jrazilian moter
oar market stagnatee, During the firet half of 1966 the total production
reached approximately 116,000,

15 The growing productiom figures of Yolkswagen prove that Brasil alvays had
and still has a great demand for an -comomic vehicle. The following table in-
dicates this demand in relation to Yolicswawren:

dutemebile prodyctio ' =
Penetration
(in :éin:.:::"mes '1kswager ' Tolkswagen
31,000 171 1.1
61,@?} &.Alﬁ ?'35
26, 000 16,722 17.4
133,000 28,1353 21.3}
191,000 53,752 4.1
174,000 5%,658 337
133,000 66,413 3.}

196,000 ?5,8)1 40.4
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Tible £ covers all vehicles: passenger cars, buses and trucks. There is even
s more marked increase in the area >f passenger transportation: Yolkswagen peas—
senger cars reached a pemetration of 59.7 per cert in 1965 (1265 = 55.4 per cent)

1%, Tolkswagen of Prazil planned 1 larce capital expenditure programme. In
1965 the averase laily output was 1) sehicles. The company reached 413 units
per day ir Aarust 1)6¢, [t was planned that this fisure increase to 450 by the
end of 16 and to 600 in late 1267,

- =

17. Optimism concerning the Irazilian automobile market can de based on the

farllowing facts:

(a) A predominatly young and fast zrowing popalation in a country with
stealily increasins income per head of populatiom;

(d) Neu groups of customers with the growing of industrialisation;
(C) Approzimately one thiri °f the motor vehicles at present in use at

least ten years »ld (r:zistered prior to the establishment of local
production), indicatin’ a hizh replacement demand.

§ NT OF VOTOR INMDUSTRY

v, SNORTAGT CF FOREIMN (U:

1. The nomal tnetrument ~f controlling irports all over thr world 1s duty

layielation, As recsards import of automoiiles, duty played only a minor role
artil the middle >f 1997, hecause a relatively low custom tariff (based on weight)
wag imposed, .n the early stawes manufacturers of motor care were exenpted from
tuty and/or entitled to hizh rebtates. ''ith increasing local content, however,
tariff legislation ~as tizitenad, Therefure, parts imported today carry enormous

’34’:3’ rates,

17. The Prazilian OGcvermment adhered strictly to its policy of giving the neces—
sary duty protectior to committed manufacturers as far as components of motor
cars were comeerned, Unfortunataly, noi all coumtries establishing a local
motor industry, followed the same course as ‘razil,

2., The regulations roncerning the purchase of foreigm curremcy were of a
greater importance than duty legislation, Ir the early 1750 the shortage of
foreign currency commen€ed to have a growing influemnce on the import of motor
care, Thoush enormous amounts were spert, they were not sufficient for the in-
creasing demand., During 1795} the shortage of foreisn funds completely stopped
the importation >f cars and spare partr. In October 175} this ban was suspended
and tight import eontrols have remained,
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21. Brazil introduced a special system of making the purchase of foreign cur-
ency very expensive. Five import categories were established in order to dis-
tinguish the priority of various types of imports. Asc well as the so-called
"official exchanwe rate" an ario had to be paid which differed for the various
categories. Imports of automobiles were only allowed in categories four and

five which were the most expensive ones,

22, In January 1956, for instance, the free market exchange rate was cruzeiros
73 for US 41. For imported automobiles, however, the exchange rate for US %1

at this time was as follows:

Table 7
Lxchange rate for imported vehicles, 1996

Passenger Commercial

Vehicles Yehicles
Official rate cruz. 13,52 cruz. 1.82
Average agin cruz. 304, cruz. 250,
Total rate for US 31 cruz. 322,82 cruz. 268,32

The above shows that 3 1/2 to 4 1/2 times the realistic free market exchange
rate had to be paid for imported automobiles. This of course narrowed the mar-
ket for potential car buvers to a very few privilesged. Indeed, such a currency
barrier added rrecat urgency to the establishment of the Brazilian motor industry,

which was then further cnhanced hy appropriate legislation.

V. IUPORTANT LAJS REGARDING THW DSTABLISHIENT OF THE MOTOR INDUSTRY

23, In August 1956 Law 39676 A was passed which prescribed that commercial
vehicles with a weight up to 4,200 kilos had to reach a gradully increasing
local content as follows:

Table ©

Local content in commercial vehicles, 1956 - 1960

Braziliwn content
(percenta;«*e of total weight)

31 December 1956 40
July 1957 o0
July 1353 65
July 1959 15

July 1960 © 90
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24. TFollowing the same principles, the Brazilian Government in February 1957
issued law 41,018 which governed the local manufacturing programme for passenger
carse.
Table 9
Local content in aut mobiles, 1957 - 1960

Brazilian content
(percentaze of total wei:ghtz

July 1957 50
July 1958 65
July 1959 35
July 1960 90 - 95

Only those automobile manuf;éturers conﬁnitting themselves to these schedules
were allowed further imports which meant future access to the Brazilian motor

car market.

vI.  GOVCRNMENT AIDS AND INCENTIVLS

25, It must be mentioned that the Brazilian Government provided a number of
incentives for the commiited nanufacturers, thus making a necessary and much
appreciated coniribution to the development of the local motor industry. In
mnany respects other countries with the same problems vere not as co-operative

as Brazil., To summarize the most irportant aids and incentives:

(z) Strict duty protection was given for all parts necessary for the local
production of mntdr cars; : . —

(b) Foreien currency for impsris (necessary to reaclh the government targets)
was made avallable at reasonable rates;

(c) The Banco do DBrasil carriecd the exchange risk for the payment of CKD
(completely knocked downr.) motor .+ parts. This was consistent with
the edict that the for-ign parent company had to supply on 130 days
credit for commercial vehicles and on three years credit for passenger
cars. [t is clear thot +the Brazilian manufacturers would not have been
in a position to casry the exchange risk without increasing their sales
prices considerably, hecauce of porpetual inflation;

(d) Duty-free import of production nachinery andepuipment could be brought
into the country tor a certaii period as capital contribution in kind.

26. All these factors have been most positive., Nevertheless, it is worthwhile

mentioning that from a manufacturer's point of view, the question of aduty-~free
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import of machines and equipment has not been solved satisfactorily. On 6 Decer
ber 1956, Law 2993 came into effect granting duty-free 1mport of machines, t.. |
and equipment needed by the automotive industry. This duty eXemption was val..
for 30 months., 1In other words, duty-free import expired or & Jure ()59, It wa
impossible, however, to i1mport 211 the Zoods needed before this date, eepeciall
8ince a lot of overseas suppliers for special machinery had long waltling listse,

27. In the meantime, the drart or 2 law exterdirg the duty-free import for
another twelve months had passed ceveral comrittees »f the pariiament, but no
appropriate law as issued. The automotive companies were permitted to continu~
with duty-free import, if they committnd themselves to pay duty in —ase the 1aw
in process should later require it. A year later, interim Law 176 'f ) June
1960 extended the duty-free import to € June 1961. But again, importers had to
declare that they woula be prepared to pay duty for the past if a final law
should require this. This situation meant that the automobile industry was left
with the risk of substantial duty payment on accruing values of machinery and
equipment.

28, At last in November 1964 a law came into effect regulating the duty-free
import of machines and equipment which had been brought into Brazil with import
licences issued prior to 1 October 1960, At present some cases exist in which
import licences were issued after 1 October 1960, and it has not yet been finally
decided whether duty has to be paid or not,

29. The period allowed for the establishment of the automotive industry in
Brazil was short, a fact which created delays and problems in makin~ available
the necessary rroduction machinery. The investor was often in an unfavourable
position when he had to make such important decisions. However, it 1s important
to note that the Brazilian authoritics were aware »f the fact that the establish-
ment of such an important local industry could not be carried out without govern-
mental co-operation. Therefere, it should be emphasized that the motor industry
generally had this support wnen building up local production.

VII. LSTABLISHITNT AND DEVOCLORYINT OF JOLKS.JAGEN DC BLA
DO _CAMPO, SAQ PAULC

30. Although this paper presents information primarily from Volkswagen do Brasil,
it is quite clear that this company is the representative example t0 demonstrate
the establishment and development of the Brasilian motor industry. Up to 1954
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Vi.vehicles were serchandised in Brasil on an imported and later, an assenbdled
basis. In the smssembly stage the Tevehicles reached s Brazilian sanufacturing
comtent of 2C o VO per cent, The system of irport licemcing and foreign ex-
change corntrol prevented Vilkswager from reachinz a sismificant import volume,
Only epproxzimately 3,000 vehicles were isported during the seven years from 19%
to 19%.

Jl. The lar passed in August 195 concerning the local production of cosmercial
vehicles forced Volkswagen to reconsider whether it was worthwhile to stey in
the Mraszilian market, It w~as felt that they had a zood chance and in October
195 Yolkswagen do irasil presented a manufacturing prograsmme which was accepted
W the Braszilian Covernment on 12 Novembter 1756,

32, Due to the law concerming passenger care which waz passed in February 1997
all the automobile companies were faced with the moet important question: “Does
Brasil really have the necessary facilities and market potential ustifying the
MOTMOus capltal expenditure involved?” Tolkswagenwerkt Cermany studied the site

uation carefully and came to the fullowing conclusiomns!
(a) The Tolkswagen Lf a product suitable for Braszily

(b) Brazil is 2 promising market. (L ‘he long ram, s large velume would
be required to absord the haavy capitsl expenditure, especially the
cost of toole for the press shop);

(e¢) The development »f loecal content as prescribded by the Brazilian Coverm-
mont waz no! realistic a2 far as the time schedule was concerned. The
Brazilian Sovermment wanted %0 per cent (of total weight) local com=
temt &y 1 July 157, ¢5 par cent by 1 July 1953, 85 per cent by 1 July
1957 and yO=)" per cemt by 1 Tuly 1760,

33 The company was certain that it would be unable to fulfill these require-
sants because the in-plant production could not be built up as quickly ss required,
and the "razilian subcontractiors were not developed enough tc meet this target.

4. Therefore, in October 177" it was decided to sulmit an application to the
Iasilien Joverrmeat as followe:




or loc ont en 958 -

Local content (pef-ceﬁfage of

totg} “Elﬁﬁt af motop cn}

18t half 1953 25.47
&d half 195 41,16
ist half 1959 41.16
24 half 1959 66.19
1st half 1960 66.19
2d half 1960 90,74

™ie application was approved Yy the Brasilian Covermment ia Decembder 1957,

35¢ 1In November 1760 it was decided Ty OIINIX (authority for the local suto-
®obile industry) that a 100 per cent local manufacturing content had to be
reached by the end of 1)61, Passencer carr were allowed to he 1 per cent and
commercial cars 2 per cent below this tarret, Omly in 1962/61 eould these tar-
gets be reached hecause the time allowed was too el ort,

6. Committing the company to this manufacturinz progzramme meant that the fol-
lowing main factors had to be takem in%o ronsideration:

(s) How Tuickly must the machinery necessary for in-plant production be
shipped to SBrazil;

() To what extent ~an domestic suppliers be relied upon;

(¢) Which are the most suitable parts which would smable the company 1o
comply with the time table set by the Drazilian Govermment |

(4) wmicen parte deleted from the CKD-pack zive the heet ecomomic affect?

It 1s obvious that these Tuestions required great efforts by a number of tech-
aical and commercial departments in the paremt company before the final detalled
plan vas completed,

37. Pollowing are the steps which Yolkswagen of Brasil took to selve the pro—-
blem of increasing local comtent according 1o governmens regulstionss




Commercial vehicles  Passenger cars
entage arcentage

1954 - 1956 20 20

1957 50 26

1958 65 26

1959 . . 84.4 54.3

1960 93.2 90.4

1961 95.1 95.2

1962 ' 98.0 97.9

1963 98,2 99.0 '
1964 79.29 99.55

1965 99.92 99.93

13, Llocal content in the early stages mainly contained those materials which
could be purchased by local suppliers available in Brazil at this time. These
local parts were tires, batteries, rubber parts, seats, window panels, etc.

Later the in-plant manufacturing of chassis and body, axle, engine and trane-

mission parts followed,

'), Based on the abuve schedules and the targets mentioned, the following

resulted:s

(a)

()

Commercial vehicles

In the early stages considerable difficulties existed to reach the
prescrided local content. During the year 1959, however, the situa-
tion lmproved. TNomestic suppliers had developed in the meantime, and
Yolkswagen do Brasil was put in a much more favourable position to
comply with the ‘argets,

Passenger cars

During the years 1958 and 1959 it was not possible to reach as much
local content as had been wanted, primarily because the supplying
industry neaded time to be further developed and to increase its cape-
eit;. MHoreover, total estatlishment of Volkswagen in-plant manufac-
turing facilities required great efforts, Tha time schedule was too
demanding. Due to the joint efforte °f ’olkswagen do 3rasil, the
Prasiliar suppliers and ‘olkswagenwerk Germany it was possible, how-
ever, to have a more than ) per cent brazilian made Volkswagen sedan

ready in 196C.,

40. Llong Yefore the manufacturing of automobiles started in Brazil, there was

already a diversified industry, such as steel mills, machine tool factories, a
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textile and a chemical industry. Therefore, there existed a certain basis for
further rapid industrialization. Of great importance was that, with the begin-
ning of local motor car production, gsreat efforts werc made to build up the
necessary auxiliary industries. On one hand foreign capital and foreipgn know-how
were attracted, but on the other hand . conciderable amoant of Brazilian capital
started to be engaged, a facl which resulted in a large number of successful

Joint ventures.

The most important problems to be golved

41, The development of the Brazilian automolive industry was rather ccmplicated
and a lot of problems had to be faced. On the followingz pages a few of them
will be analysed.

Local supply

42, The planning of the suppliers’ capital expenditure programmes often did not
comply with the timing schedules of the automobile industry. 1In many cases the
local suppliers waited to see how the production capacity of the automotive in-
dustry would develop. This often — especially in the early period - resulted

in a shortage or delay in loecal supplies. In a number of cases financing prob~
lems prevented a quicker development of supplying industricc. It was sometimes
necessary to make advance nayments to suppliers, thus enabling them to increase

their production facilities as rerquested.

43. As mentioned before, the timing set by the Brazilian Government prescribed
rapid progress. The respongsible engineers of the young supplying industry often
had difficulties in interpreting techn.cal drawines and specifications. It was
hard to find suitable interpreters who were able to translate technical terme
into a language not before uged in local industry. [Portunately, a number of key
industries of German origin had already settled in Brazil, i.e. foreing plants,
foundries and also manufacturers of plastics and rubber parts as well as lncks

and electrical instruments. This meant an enormous help to Tolkswagen do Brasil.

44. When purchasing industrial £oods 1n a developing country, one of the main
problems is to have the suppliers in a position to sell their products at a
reasonable price. In many cases there does not =xist ary competition and monn-
polies govern the market of some branches. Thic ncceeeitates careful investira-

tion concerninz the "buy or make" decision by the manufacturer of motor cars who
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cannot afford to run the risk of exsggerated purchasing prices which would result

in hizh sales prices for his products.

4%. Of equal importance are plant investiments such as machines, tools and equip-
ment. Prior to the introduction of the automotive industry, a number of machine
and tool factories existed prodiacing tirning-lathes, boring ard planing machines,
drills, grinders etc., which were of simple construction and not always up to
date with international standards. The local produc Lon of automobiles meant an
enormous incentive to all these manufacturers. Today brazil's industry, produc-
ing special machines such as large vresses and paint shop equipment, as well as
complicated tools gsuch as milling hcads, reamers, hones, drills and bores,

special grinders and chucks, is well developed.

In-plant manufacturing

46. To indicatc the enormous capital expenditure, it should be mentioned that
the fixed assets off Volkswagen do Brasil amounted to the equivalent of over

US 100 million by the end of 1965. (In calculating this figure, the exchange
rates valid at the time of acquisition are used., ) Of the total fixed assets,
approximately 70 per cent comprise machinery, special itools andequipment, while
30 per cent represent lands and buildings, A large porticn of the machinery and
equipment necessarily was brought into the country ae capital contribution in

¥rind by Volkswagenwerk Germany.

47. At the ond of 1965 mor~ than 3,900 machines were producing in Volkswagen do
Bragil and over tever kilometres of transpor:t equipment wers installed to bring
parts to the final asscmbly. Volks.agen do Brasil employed 11,374 people, and
this figure ‘ncreased to 12,806 in August 1966. It might he of interest to note
to what extend the number of empioyees comprises foreigners and naturalized
foreigners. The figures used in the following table represent the status during

the month of April in the various years:

Table 12
Mmployees of Volkswazen do Brasil, 1995 - 1566
Foreigners,incl. Percentage of
naturalized foreigners,incl.
Brazilians Brazilians Total nat. Brazilians
1955 181 48 229 21,0
1956 106 41 147 21,9

1957 243 172 415 41.4
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Table 12 (continued)
Foreigners,inc]. Percentage of

naturalized foreigners,incl.

Brazilians Brazilians Iotal nat. Brazilians
1958 1,037 220 1,257 17.5
1959 2,272 502 2,774 18.1
1960 3,741 1,138 4,879 23.3
1961 6,306 1,235 8,041 15.4
1962 6,763 1,283 8,146 15.8
1963 3,367 1,379 9,746 14.2
1964 14927 1,233 9,160 13.5
1965 9,320 1,252 10,572 11.8
1966 10,762 1,239 12,001 10.3

48. Included in the above column of foreignere are the experts sent by the Ger—
man parent company to the staff of Volkswagen do Brasil. The number of such
employees during the last fev years amounted to an average of thirty. (Later in
this report, it will te pointed out to what extent technical -nd commercial
assistance was and still is being provided by the parent company.) !hen building
up a new industry in a developing country, there always exists a severe shortace
of experts in the production and plannin- field as well as Ln many other areas.
This is not only experienced during the early stages of development, but it will

remain to be a permanent problem. To mention a feu examples:

(a) International production methods will be moderrized constantly, thus
requiring srowing technical experience;

(b) The originally new machinery and equipment will require increasing
maintenance and replacement. This definitely will be a difficult task
in the highly mechanized autcmobhile irdustry. As a lot of special
machinery had to be imporied, maintenance required a great deal of
special technical knowledre;

(c) Great efforts will 2luays be necessary to keep the quality of the pro-
duct at a high level., It might be of interest to lmow that one out of
eleven employees of Tolkswa;cen of Brazil is a member of the inspection
department, which is responsible for the quality control of all pur-
chased material and 1lscall manufactured products;

(d) It has been found that Brazilian emplovees are very co-operative and
industrious. They have also shown a sreat ability to learn and to
improvise with their »wn initiative., It was, of course, of sreat
importance that technicaily trained immigrants were available. lany
of the German key staff decided to settle in Brazil, because they liked
to work in this country where there was a promising future. A frequent
exchange of qualified people, which would have been very expensive,
could thus be avoided.
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As can be detected from the above mentioned factors, constantly increasing tech-
nical assistance will have to be provided hy the overseas parent company in
order to put the Brazilian subsidiary in a position to take part in international

progress.

Assistance provided by Volkswagenwerk iermany

49, Providing expertise from the parent company is of such importance for the
efficiency of a subsidiary that it 1s worthwhile demonstrating the main types of

technical and commercial assistance provided by Volkswagenwerk Germany.

50, Technical developument: Tolkswagen do Brasil is clways kept up to date re=

garding the latest programmes in technical development and product engineering.
This also includes all information concerning improvement of qual:ty. If cir=-
cumstances in Brazil require new or additional designs, then all the engineering
is carried out Ly Volkswagenwerk Germany. The engineers of the German company
develop the necessary technical drawings, and also inform the subsidiary about
the results of tests in the research laboratories. Yolkswagen of Brazil also

receives full assistance as regards pavents, licences and 0 0N

51, Production: Detailed cuidance 1S provided in all prcduction problems. This
includes factory lay—oul, planning of capital expenditure, installation of equip-
ment and machinee as well as the implementation nf new nanufacturing techniques
and procedures. Advice is also given in problems concerning maintenance and re-

placement ot machinery, equipment and transport facilities.

52. Control of quality: To maintain the high muality of the producis the lab-
oratories of the (German parent compan constanily examine samples of parts
manufactured by its subsidiary or Brazilian suppliers. 'T1nus the modern facil-
ities in Cermany are iazde available rou Volkswagen do Brasil, which, as well,
has efficient laboratories of its own. The field engineers of the German
quality control section also test the quality of steel sheets, special tools and
other parts which Volkswagen do Brasil has Lo import from Iurope. It is in the
mutual interest of the parent company and the subsidiary that new testing tech-

niques are constantly transferred to PBrazil.

53, Procurement: Advice is given in all purchasing problems which Volkswagen

do Brasil may have with local or overseas suppliers. This includes comparison
of quality, prices and so on. Volkswagen do Brasil has the opportunity of check-

ing purchasing prices with the parent company in Germany, which generally deals
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with the same firms and, therefore, has close business relations with ruppliers
of Volkswagen do Brasil. Thus the checking of offers and negotiations with the
suppliers, and also the handlinz >0 complaints or special wishes are facilitated.
This procedure enables Tolkswaren dc 'ragil 1o benefit fror the purchasing power

and experience »f an international srg:rization,

54. Sales and marketing: larketinz research made by Tolkswagenwerk Germany

from all parts of the world 13 passed on to Volkswagen do Brasil. Thies includes
service pu’lications, advice on the developmen: and the technical furniekings
of dealers and workshops, as well as miestions concerning economics of the
dealer orzanization., Advice is also given on advertising by providing films (in
Portuguese in the case of Prazil), samples of catalogues and 80 on. All new
techniques resarding storage and transport of spare parts are made r.vailable to
Volkswagen do PBrasil.

5% Finince and cost control: rtlodern international techniques of accounting and

cost control are sent to 7olkswagen do Brasil from the parent compan,;., The sub-
sidiary has the possibility of either having its key persnnnel trained at the
parent companv or tenefit from visite of German experts to Prazil. (This poe-
8ibilit/, of course, also existe ir all departmente of the company.) Part of
this assistance is provided by expert cogt enrineers, ind consists of advice in
checking .ne profitability of few capital expemditure protects, investigating of
Brazilian suppliers' prices, and in makinz the "buy or make" decision. The
German parent compa.h;r will make avallable to Volkswagen do Brasil its world-wide
banking facilities if necessary. All the experience of Volkswagenwerk Germany 1n

insurance questions s also passed on to hrazil.

56. Organization and internal auditing: OSystems and procedures are offered for

introductior into¢ 7slkswagen do Brasil, enabling the company to benefit in many
respects from the experience of the group. It goes without saying that the
newest development on electronic data processing is part of the information

provided.

57. Legal matters: The Brazilian subsidiary is assisted in difficult legal mat-

ters, especially if international law is involved when contracts with foreign

business partnerc have to be concluded.

58. Personnel: Guidance is given on important personnel matters. This includes
information or educational and training possibilities in the parent company as
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well as b doscriptions wnd pensica schenve. Assistance is alwye provided
concerning the hiring of top exscatives and experis for special Vasks,

94  NEBALL! 1% can be clearly seer that the npazilian subsidiary benefits %o
a large sxrtent ‘rom the eXperience and sardanca o tae Overseas parent company,
a fact which will be commom not only %0 95 1kswager, tut to most gsubeidiaries in
developing countries, [t woald be impossitle and uneconamic for a subsidiary %0
afford all the facilities which the paremt compan; "aE. It is quite obvious that
the overseas parent Compan’ LRCUrs enoTHOUS experiges in order to provide all
these facilties to a {oreism subsidiarv. There{ore, this assizlance and ruidance
~annot be ziver without an appropriate payment by the subsidiary. The Brazilian
authorities 4o, in principle, recognize this. However, a number of problems in
this respect have not yet been solved satisfactorily. This paper will deal with
\his under section f Taxation problems and remitlances to foreign shareholders.

40, Yolkswagen's expansion on the %razilian sariet required s large service
organisation which developed as folliwes

Yumbar of dealers

LISk 5.3 1050 I aplosess
1957 4 716
1958 104 885
19%9 1% 1,175
1960 192 1,657 N
1961 25 2,599
1962 20 4,417
196} 3 4,568
1964 b14 ) T.749
1965 416 10,076

™ese figures indicate that the sales and service organisation in 1965 emplayed
almost as sary people as the masufacturing plant,

61. DMaring 196° Toleswagen 4o Brasil arranged 214 training courses for dealer
and workshop personnel. These courses were attended W 2,240 employees who - a8
in previous years - gained considerable bemefit in their tecimical education.
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4 voluntary welfare cesvice in Volkswagen do Brasil

62, Law €2, passed in 1735, regulates the compensation payatle b a Brazilian
company whun an employee is discharged; it ic considered of sreat importance.
This law prescribes that for each rear of service with the sane company the em-
ployee is entitled to receive o compenration equuvalent to his last month's
salary. After ten sears of service with tne same firm, he reaches so-called

®stability”, This meanr that the compensatiocn in case of discharge will double,

€3. In practice this law has resulted in a number of complications which are
common to all companies, For example, practically all employees are discharged
after eisht or nine years »f service at the latest. Thisg includes the skilled
worker, because no company can afford the enormous expense which would be payable
if such an employee would have to be discharged after having reached "stability".
In some companies unskilled labour {in particular, the building trade)

often is discharsed atur tea oonti gorvice, fhus the company avoids

Any compensation, as the worker nas not been employed a full year. Skilled as
well as unskilled wurkers often try to be less efficient after some years. They
hope that then the employer may discharyge them. The compensation due in such
cases meane, tc many people, a sreater advantage than continuance of work with

the same company for a few years more,

64. It is obvious that the high rate of personnel fluctuationkresulting from

this law means huge expenses for all companies, As an example, Yolkeswagen do

Brasil in 1965 made appropriate provisions for this purpose, which amounted to
the equivalent of US ,i5 per manufaciured motor car.

65. Therefore 1* follows that in tne automotive industry, the discharge and new
hiring of personnel is very expensive., High training expenses accrue which in-
crease the cost of production. The perpetual exchange of skilled labour slows
down the process of industrialization. (It is thc author's opinion that certain
delays in the establishment of the Brazilian industry resulted from this law of
"stability",)

66, Without doubt, this law was planned originally for good social reasons,
However, with the changing economy, laws of this kind grow to have a considerable
negative effect, Recognizing this situation, the Brazilian Government has recenfly
changed this law. In future the employee will have the possibility to choose
between the regulations of the old law and a long-terr: savings account (paid for
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by the employer). At.least this gives the hope that the rapid fluctuation of

personnel will diminish.

67. Volkswagen do Brasil is giving voluntary social contributions to its employ-
ees. The company is generous in its social policy. The social contributions
granted exceed, by far, the requirements of the law. A feeling of security is
given to the employees throush such weifare benefits as the following:

(a) Medical and dental treatment is offered by company doctors and outside

specialists. This includes stay in hospitals not only for the fac-
tory's employees but aleso for the members of their families;

(b) The company paid 70 per cent of approximately 2.6 million meals served
to the employees during 1965;

(c) Foods, textiles, all kinds of household s00ds, as well as land and
material for building homes can be purchased at moderate prices and
in installments from a co-operative organized by the company for its
employees. The co-operative reached a sales volume in the equivalent
of nearly one million US dollars during 1965,

63. Without doubt this welfare cervice is one of the reasons for the excellent
atmosphere in the company. which up to now has nst had a strike. Volkswagen do

Brasil has a very low rate of fluctuation in personnel.

I, THE [ITPORTANCI: OF TH: AUTOLOBILL INDUSTRY I'OR THY BRAZILIAN LCONOLY

tY. The state of Sac Paulo benefited most from the Srazilian industrialization.
There is n> doubt that the automotive industry and 1ts suppliers have contributed
A lot to this develonment, It is ~vite clear that this is one of the reasons

why the income per capita in the state of Sao Paulo is approximately 75 per cent
hirher than the average in Brazil, The state of Sao Paulo only accounts for

less than one fifth of the iotal population of Brazil, but the national income

of Jao Paulc amounts to approximately one third of Brazil's total.

70, As far as tax payments are concerned, the dominating position of thig state
Ls even more marked. Sao Paulo's share of taxes in relation to Brazil's total

wat 41.4 per cent in 1995, 47.1 per cent in 1960 and 48.3 per cent in 1964.

7l. The following figures show how the number of people employed in the Brazil-

ian automotive industry developed.
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Table
[+ loyees in automot lll ¥
Employees
1953 3,154
1954 4,588
1955 3,391
1956 | 50476
1957 9,086
1958 19,787
1959 23,693
1960 | 32,2719 .
1961 , 32,719
1962 42,237
1963 v eeen. . 31,198
1964 42,640
1965- - . . .. 44,411
1966 (July) 49,601

It is estimated that the Brazilian automobile manufacturers, their dealers,
workshops and suppliers employ at present approximately 250,000 people. If it
is assumed that the average family consiste of four persons, the livelihood of

about one million Brazilians depends on automobviles,

72, In 1965 Volkswagen do Brasil spent the equivalent of just over US 520 mil-
lion for wages, salaries and social contributions. It can be indicated in the
following table the extent to which the wages of hourly paid employees esxceeded
the legal minimum wage per month 1in Sac Paulo:

Table _1j

Hages of Volkswagen do Brasil, 1964 apd 1705

De:ember 1)64 December 1965
Lruzeiros Cruseires

Regional legal minimum wage 42,000 66,000
W minimum wage 78,000 109,440
VW average wage for hourly paid

employees 126,496 131,082

The average wages paid by Volkswagen do Brasi! are approximately three times as
high as the regional legal minimum wage. Compared with other Brasiliam states,
this difference would be even higher.
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", Tazes paid %y Tolkswagen & Brasil in 1765 amount tc the equivalemt of more
thar S 336 aillion, mearly 30 psr cemt of this total sum deing consumer and
salss tax. 'nder section TI of this report, it was noted that the Brazilian
Jovernment made a consideratle ~ontritution to the development 37 the automeobile
industry ¥ carrying cXchante risks apd ®0 on, It ie worthwhile mertioning,
nowever, that consuser and saies taxes paid tnday for aitomobiles have a comn

ciderable share ir firancing the rational tudset,

', The eatablishment of suitable local suppliers caused considerable concem.
‘n spder %o demomsirate the importance >f the automobile industry for the coum-
‘ry'e ecomomy, it mizht be worthwhile mentioning the number of firms which are
=.ppliers of Tolkswagen do Brasil:

1957 150
1958 290
199 450 e
1961 . 660 s
196) 800
1964 1,100
1965 1, 300

The ineressing mmber of supplieve during the last fev yeare is sainly s result
of & srowing industry producing machimery, tools and oqui paenit,

", The following table is a selection of eleven large suppliers of Volkswagen
i» Hrasil taking ome compafy frow each important field, to show the stimulating
affect of the automobile industry, The number of employees of these sleven mub-
~ontractors sey give an impression of the rapid industrialisationm,




Llectrical parts 40 3,100 .
Porged parts - 8/ 2,700
Castings 830 2,500
Rabber parts 1,100 1,400
Steering parts - ‘/ 1,000
Locks 350 950
Break cylinders 150 530
Window panecls 66 46
Spring seats 30 448
Carburettors - hl 3
Paints 60 200

‘/ Commenced in 1958,
E/ Commenced in 1960,

76, The growiny local manufacturing as well as the increasing production figures
resulted in a substantial srowth in value of local purchases, From 1957 to 1965
Volkswagen do Brasil bought local 7oods equivalent to far more than 500 million

U3 dollars. During 1)65 local purchases considerably exceeded 100 million US dol-
lars. All these figuree include components for motor cars, spare parts, toocls
etc.,, as well as production machinery. From 1957 to 1965 the company's total im-
ports averaged approximately © per cent of its total purchases. Therefore an aver-
age of approximately 72 per cent consisted of local supplies., It can be estimated
that the Brazilian manufacture of motor cars during the years 1957 to 1965 saved
an amount ot more than two billion US dollars of the country's foreign currency,
which would have been spent 1f all these motor vehicles had been imported.

IX. THE AUTOMOTIVE INDUSTHY SUPPORTS THE ANTI-INFLATION EFFORTS OF THT BRAZILIAN
GOVERNI INT

77. It would be difficult to find other branches of industry or trade in Brazil
which are giving as much support tc governmental anti-inflation targets ac does

the sutomotive industry. The following figures should give an impression that
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the manufacturers of motor vehicles kept good discipline in fixing their selling
orizes, which did not increase as much as the cost of living. A few representa-

ti17e automobile makes are celected to illustrate this point,

Iable 1

Selling price of vehicles in rela'ion to c)st of living, 1960 -~ 1966
Price 1ndex oi nassenger cars and Jieeps

Cost of living Tolks- Aero- Willys VEMAG-

index vagen Willvs Jeep Belcar

Nov. 1960 100 100 1C0 1C0O 100
Jan., 1765 136 755 950 822 382
Dec. 1965 1,116 942 1,094 932 972
Harch 1966 1,313 1,024 1,172 970 1,057
May 1966 1,414 1,024 1,213 1,008 1,110
July 1966 1,488 1,063 1,243 1,033 1,110

Price index of commercial vehicles and trucks
Volks~ Willys Gen.Tot. Ford

wagen Rural ¢ 1400 F 600
Nov., 1960 100 100 100 100 100
Jan. 1965 836 822 o/ 3/ 1,089
Dec. 1965 1,116 1,038 1,003 1,199 1,335
March 1966 1,313 1,129 1,063 1,221 1,431
May 1966 1,414 1,129 1,110 1,294 1,431
July 1966 1,438 1,172 1,137 1,343 1,435

a/ No price information available,

76. Selling prices depend on quite a uumber of factors, such as competition and
market conditions, growth rate of the specific branch and so on. From the expan-
sion of the automobile market one may conclude that it should be easy for the
motor car ranufacturers to be disciplined in the establishment of their selling
prices. However, costs increase because not all suppliers maintain price dis-
cipline. Furthermore, if wages and salaries continue to climb according to the
cost of living, then, the automobile industry must, as well, raise selling prices.
It need be enphasized also that the governmental price control, which affected
all companies in 1965y did mean a heavy burden to the manufacturers of motor

vehicles.
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X. TAXATION PROBLEI'S AND REVITTANCES TO FOREIGH SHARCHOLDCRS
Taxation Provlenic
79« The Brazil.an tax lavs are as complicated oo tax laws i moet other coun-

tries, For a long time the Brazilian tux lecislation completely irnored infla-
tion. The situation improved in 1,64 when, tor the first time, it wae allowed
(for tax purposes) to depreciate those amounts reculting from the revaluation of
fixed assets. This revaluation vas necessary duc to inflation. In 1964, howeven
it was possible for the first time to apply to these revaluation amounts 50 pe-
cent of the normzl depreciation rates. In 1969, this 50 per cent rate was in-
creased to 70 per cent and in 1766 to 1C0 per cent. ‘luerefore, onl- since 1966
has normal depreciation been allowed for tax purpuses. In previous years profits,

which were only fictitious due to inflation, were subject to income tax,

80. In previous yrears an excesc profit tax had tu be paid 1f taxable income exe
ceeded a certain percentage of a shareholder's funds. This migzht be considered
quite normal, as it is not unusual to apply a prosressive income tax rate. Howe
ever, the companies hesitated to increase share capital by a revaluation of
assets, because they had to pay a special tax on the amount by which the share
capital was increased. ''ithout a raise of capital, however, profits (due to ine

flation) were measured azainst low capital.

81. It should be mentioned, however, that they uere alloued to reinvest these
excess taxes 1f the companies were in a position to use these amounts for governe
ment promoted capital expenditure., Government approval in thie respect, of
course, needed some time. Thus the tax amounts, which had to be deposited, were

subject to inflation.

82, There was also a "reserve tax". This tax had to be paid in previous years
if reserves and provisions cxceeded share capital. Provisions, of course, had
to be high (due to inflation) while it was preferred to keep the capital low for

the reasons mentioned.

83, Today, thec revaluation of assets is compulsory. Companies still have to pay
a 5 per cent tax on the revaluation amount, though the entire situation is only

due to inflation.

84. Service and engineering fees as well as licence fees credited to foreign
majority shareholders are not allowed to be deducted from the taxable income of
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the Orazilian company. lost of the provisions, being absolutely necessary, are

not permitted to be deducted from the taxable income.

Renittances to foreigm shurcholders

5 The Prazilian law prescribes that all foreign ~apital has to be registered
with the 3razilian Central 7nnk befnre permission is given to a coupany to remit
dividends to forelism charcholders. Onc of the purposes of this is to ensure
that the trans/er of dividends does not axcoed 17 per cent per [ear. In case of
hirher remittances, an additional withholding bux hae tn be paid. Hecause of
the large numbor of registrations this procedure requires a lot 5>f time, There-
fore, the Brazilian authorities have alloved dividends t» be transferred prior
to the recistration of capital, In this caBe, however, the companies have %0
commit themselves %o withhold, at a leter time, those amounts which previously
might have been paid 1n excece, if the registered capital should be lower than

anticipateds From a foreign investor's point of view this is not satisfactorye

W, Tervice and enzineering fees also are allowed to be remitted abroad as soon
ac an appropriate contract has been registered with the Drazilian auathorities,
‘fen dividends and enrineerins fees are tranaferred, a special deduction (anc%
rinanceirc) of 20 per cent is made (10 per cent 1 the Prazilian conpany is com=
mitted for a price ceiling for ite prﬂducts). The percentage of ancargo final-
ceiro in the past depended on the foreign currency situation, At times ihis
———

surcharge amounted to 30 per cent, Thus the foreigm invasiors received less

money.

87, Another factor which made financial remittances expencive during recent
years was a special depoksit, which until Yovember 19449, hadl to be maintained for
each remittance, At times this additional depomit had to be as high as the
amounts transferred, The importance of this reralation beconmes clear, if one
realizes that considerable losses were incurred during the seven months duration
of the deposit  This, of course, meant a financial burden to the foreign in-
vestor. (According 1o information in the press the encargo financeiro was abol-
ished in late 1966.)

3%, Contrary to regulations regarding dividends and engineering fees, it is not
11lowed to remit licence fees to foreign majority shareholders. In that Tolks-
wagenwerk gpends an enormous amount of money to transfer know-how, as well as
additional amounts on processes and patents, it 1s the opinion of the author

that licence fees should also be transferable without restrictions. The above

e

T R,
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sentioned factors have caused a sanber of foreign companies 1o hesitate in
Saciding wvhether %> invest in Prazil.

89, The latest =avere shortare °f forelsm Currency in Drasi]l vas during the
yoars 1962 to 1964. .o Profit Bemittancs Law for quite s period prevented
sy tranafer of ii1vidends, gervice ani sngineeriny feee, interest eteo. t0 foreum
countries. The cruzeir: iivalue? and the foreign investors received consider-
ably less moray wher remittances .r larrer apounts recommenced during 1365,  MWier
there are foreign currenc; shortages a rloee so-operation on a Jovernmental basis
oould help comsideradbly to overcume provlems sach s these, Parhape one way of
polving such questions would be 10 consider the following idea.

90, A number of overseas governments have aid programmes for developing coun-
tries. Only part of the aid money i» resded for imports int? the assisted
oountry, while the utner portion is used for local purchases. loney which 1s
only used for local purchases need not be transferred tu the developing country.
Instead of rerittins the full amount »f the aid programmes the assisting fovern-
ments could pay the investore in their own coantry, while the subsidiary in the
developing country pays t. the 1rcal sovernmenty inztead of pai~2 1t8 liability
t0o the overseas parent cospany. OSuch a procedure miznt facili' .te international
lisisons, [: would heip hoth the sovernment f the developing country as well
a8 the foreign investor. The guvernment providing the aid programme would also
reach its targets. The result mirht be that more companies would decide to in-
vest in developing countries,

XI1. SUZARY AD CONCLUSIONS

91. This report attempte %o explain the development and importance of the
Brazilian autormotive industrv by dealing with »roblems of employment, local
supply, transfer of know-how, availability of technically trained immigrants
and 8o on. Despite all the prsitive effects mentioned on the Brazilian economy,
however, it should be pointed out that motor cars are still very expensive 1in

Brazil. A Vclkswagen sedan at present, for instance, retairle for cruzeiros

6,164,200 (US 42,300). In Germany the car retails for the equivalent »f just

under US ,1,30C. The reasons for this considerable variance in price are that

there are higher fixed expenses in Brazil due to a much lower production volume.
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There are considerably higher purchasing pric-s for local material, due to less
¢ompetition 1in a rot yet fully developed supplying industry. Approximately

L7 per cent of the retail price are sales and consumer taxes.

)2. However, trazil in nany respects offered conditions, Such as a promising
market and local industry ctc., which verv few otner develuping countries or
aver few developed countrics were able to provide. loreover, it is necessary
to mention that in most stasec of the development of the Brazilian motor induge

trv, the local authcrities showed extraordinarily good co-~operation.

Jle The establishment »f the Prazilian motor industry up to now has definitely
proved to he a success. Pecsuse of the difficuities and the prerequisites men-
tioned, however, the establighmant of a motor tndustry in developins countries
hars certain limits., In each case it wili be necessary to investigate very care-
"1liy whether it is worthwhile to develcp local manufacturers. The example of

irazil can be recommended for only very rare situations.









