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5. ‘ongidering these problems of efficienny of the Rrazilian industry in
rel1tion to that in develooed countries, the sucness of 3razilian manufactured
arndacts on 1nternational markets is nacertain. ‘owever, no definite conclusion
o- “h:ig asnact can be arrived at ovine to lank of gnecifie Adata on this subject
an 1t should ve ncted that in certain casers Qrazilian industry has a~hieved a
le 21 of efficiancy to enable it %o auccnssfal ly compete in exports. Mo fact
¢ ~lear, an tncrease in exnorts of manafacinred poods would 2nlarse the market
£ loeal manufacsturers and in ‘iself act is an imnertant factor for improving
th officiency of indistry as 3 whole, Thare are sevoral reasons for thier. For
example 1t would:
i)  encoarare enonomies of srale and the adjustment of nlant sizes to
those =carar tha lavel of optimum effiriency;
1) stimalate the ‘niroduction of more advanced technolozies;
iii) increasc amnlovrmat lavels {in sn doing enlarge the internal
markat itsalf);
iv)  incraase the sapicity to imnort +1nlv thome items which cannot
be prodiced efficiently internalls.
., ith this in mind tre razilian Novernment adonted a pnlicy of promoting
exports of manufact .rnd nroductn. The miin ~haracterigtias of this programme
are the elimination of wapengaratic Aiffiomd ties, the i ntroduntion of fisecal
innontivas and the adontion af a hiohly flaxible ~xchanme rate whish has baen
aAdjurted fregqaantiv to fimiiah the impast of nllation on the exnort sector.
“tope recently the Mnancin: of axport sroductron wWar L ~Atroduced bezinning with
the parchase of th2 rav material 1p to the delivery 0of +he final nroduct
at the port of enit,
10. As a res:lt of this policy the value nf evxports of manufantured roods
ra from 86 millinn Asllars in 1967 te 162 millio» do0llars in 1958, ‘lowaver,
thia represents less than 10 of th: total value of Apazilian exports which
shig year should reach the pennrd level of 2.7 billion dolla=e. This astimate

i~ bagad on data from CACSY, the fovarnment Aathority controlline ooerations with

ovternal markels.




1. It ig apparent thii ilie elimin~iion of bureaucratic problems and exchange

difficuliies tosethrr - th e Uinanciug of tne production precess played an
iy ertant role an enlarny ot iian esmorty ot manufrctured gonds,  However,
Ltoappears that e Yundometa) e0le wan playea by fincal incentives which,

wn part, byoaried the e iicieney vroblems of 1ocal manuticturers. In fact,
the 1iscol 1ncentives avelianle are so extensive ‘lat a manulactured product
peiced at 100 on the inlerrol marcbet av be sold in the mternational market
Joroa price soretumes lowier Whan TC.

When ronuidering indultriz! co-ovevration for eyport it is worth stressing
a2t the cutsot the variciy of conditions recesaary for succesctul export.

It & country vach oo Rrazil wechnolugy oo 2 scarce foctor, domestic production

of

=

capital peods on an coonemicn’ leasible scale 1a restricted, no internaticnal
commaercial trad tion exiats nor associated sales and service structure, all of
which contribute tr the importaince of i1naustrial co-operation for penetrating
externai markeis,

17, TFor example one Broziiian company hun succersfuily sold a portion or ite
~tput of motor parte oo the internatjonal market, However, this was achieved
vhere one prodution patent wasd foreign and ntilized under a technological
aerennents  Another snccessful Brawilian exporting company specialized in the
produetion of woed lamanatc § 1o e case Lhe maan equipment of the company
toan imported press Lol logav.er with the techaological know=howe

fo, Industrinl coecpertion for export may aftoct the export of manufactured
~ondg and the erficroncy of dumesiic nausuries votk directly and indirectly,
Mirectly 1t may creute conoslions fer soiling averaeus when such sales are
deprndent on ov renwitng, extornnl obotacles tnat os Lhone obstacles not related
to production functiorn ava the internal coust structure, this 1s the case wira
Tor example experts Jepend on a macretin: agreement., Jatirectly industrial
co-operation wma; "fiect the offrcilcney of tho ecenomy creating the conditiens

AT osecuriny oversess murkedvs  TH may have an impact on the production functiorn




for example through the introduction ot more agvanced tochnelogsy unuer o

technological agnaeme.. oI Ly omar Wffec e cond ract e ot the cnae

of @ cost reduction Lhroyh a specinlization agreemoent, AL the uame time,

there are some cifecrs n the avorage eflicienny f th aonomy as a whole at

external economics ar: fenetatede
1r. For these reagons there & no duubt in governmen! ~1reisg or in the

Jusinecs community tnat inducir-al Lomoperation for eaport is advantageous
not only from the point off view Hf enpoota o, mnufactured poods but also

Py A3

from that of the efficieney of domest. s andustiry as a whole, The discusilon
does not center around the necd fov L r.al vo=oneration but rather the
possibility of implemeriirg b dnues Lre mo.h davouarabie somds Lasis and the
measures necessary to achieve this implementatione As mentioned above the
Brazilian industrial structure has resulted from policies of import gubctitution
to meet the needs of :nte - nal consump. 10n.within this policy there are several
aspects of industrial co=0peration:

i) A Brazilian comparny :nve.ting in the production of a product
previously imported tended to 1gnore produstion technology or
was concerned with products under the protectron of foreign patents.

In any case technulogical AT eemeluB Were sommon.

ii) Many investmerts teck the f¢m of Joint enierprises beiween Brazilian
and foreign inture:ts. e capital of the latter frequently being
represented by technical knowen 'w, ol inistrative capucity and
equipment.

iii) Specialization giffinuities meant that the irtornal production of
some producis was not feass ble.
iv) Certan foreign anvestments involved no local participation, the equipment

technology an. personnel all be.ng impor tai,

Even where inv:stors were Lo 1t w:s comnen to import tane machinery

and eguipment,in £ONC Cases entire planta with the supply of know-=how

coming Yrom the sooiing i terprific,




Conse uently the Brazilian industrial structure formulated under a policy
5>f i1mport substitution has strong ties with the developed countries. But whereas
industrial co-cperat.on hLag been torti.coming to asupply the needis of the Brazilian

\nternas market 1t does not umply that the vame co—operation wiil be Iorthcoming

in the case of produa-tion for external markets. industrial co-operation to sub=
@t1tute 1mMporte was in mnany cades the only method by wiich overseas companies
could maintain their shwre of +he Brizilian market as restirictionn were
enforoced, Howevery il industrial ~o-operition 18 for the production of export
goxie there may e less ‘Lterest or evea non at all.on the part of the overseas
company au the cxported product may compete on international markets with that
of the vountry participating 1n the cu~operation.

v in fact there are freguent cases where industrial co-operation 18 supplied

with the restriction that the »utput w.1] not be exported, This 18 mainly in
the @ase of technological agreenents betweer 1o-al ani toreign enterprises. It
al: ¢ nccurs where Co=oprration is 1n the form P .+ 101nl ventare or where the
sa 1tal 18 supplied entirely from overseas. Although there 15 no spec1fic data

compiled on thas aspect 1n 2 number of iases agreements or the utilization of

hatents, supplying of tecnnicau assivtance and adminisirat.ve agsistance and other
farme of tecnnological agreeme.is B.jgneda Oy luca. anu foreign enterprises have
4 common o lause wih, P Llmil dates to the inter..al marke. only.
. PFor this r"eason tae SenLtral Bk 0 Hrooaa, vhaon contrals the register of
gich agreements NO iOhger actents cptracts whicat contain this 7lausce However,
the procedure adooted Dy the lentril Bark is no. entiredy suc-~essfil in solving
this problem as this form of vectriotion may be establisned informilly, particularly

wnen the industrial coeoperation is wsociaced w.th the investment of foreign

capi tals
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.. In a large number of cases induetrial co=operation 1s linked o overscas
investment. Thin ig readily apvarent 1f one ~omvares o survey "Know--ow
sentribution” -banas riitors — 190l, where Lhere s a Tiut of Licences and
producis being proivced und v !icence ibetween loenl and foreign enterprises
with the.r recprctive particination and a second survey "The Foreign Japs tal
in 3razil” - Banae sditors -] f1, chere fhere ieoa iict of foreion L.rmes
cgtablished 1 Hragil ond o respec.ive gurticipation of voreign capitale

A typical example ot tre lank Letween teeunolugy wnd oapitaa.

Enterprise in th: countrg: SORAP - Tomp oanin Faoraansdors e Pegus,

shareholders: Perfont Sircle Jorpe (USa) 3,4 %
Monrce Auno iecinp. (1ISA) 10,2 &
Trés Lener 3,0 2004 %
Michigau [/ 94C %
Auto xcelororv ‘.-‘/A/ 590
Sama o/i/ 4,09
Licensers: Perfect Circle Corp. (UsA) tor piston rings vperfect Circle"

Monroe aubo Hquip. {(USA) for "Monrce" shock-absorberse
nn, When this form of joint ownerssip occurs it oo dafficult to clarify wheth r
a restriction of cxport sales existc or not. However, there is strong evidence
that these export restrictioas are widely enforced in frazil. One indication s
the poor export performancc of companies Wil reshnological agreements or caplial
ties with overse:s combvanies. ln these cnses output is aimost entirely directed
towards the internal market and the contribution of such cumpanies % axport 1
relatively small. In tndustrial sestors wie re forergn capital participition 3

Loavy as in the _owr of e automoble, meiscaly Lired, viootrical matertals,

avports of mareaf e busre g b e e et SV ggn-cYiotent,
3y, (f tpaustr.a. cu=soemation e to Aoe.at oeubgianto 1Ly 1nereasing expori

levele thiz <o=op 1 ation o 0 b grpri . ed wetneat bl andivions bhat the
resulting vroductoon ma b erclussvely be aoad on b pLornal marxet.

At the same time, tte remmeration of ALt irs b Lo=operation, thitoas profits
and other repizboaneer caot not an rense peyand Lo devel where crodvction costs
and conseuuentlv tie urosw 'y ice hamper b campe fybiveness on internationa.

@

marketius 10 batspue o oo me e berns industrial o euprrution ann only be regrrcel
a8 favourableo atier Ln@ 1CwTe {rom exuorts _ttriouted to the 1ndustrial co-oper Lion
cxceeds these remittances and the iporende in imrorte resalting ¢ror the industrial

co=-operation.
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at least in part wvalid and rerve as a uscful noint for discissinn.
25, Vavine identified crrtain of the ntaiacles to industrial co-onaration for
axport it is nos possible o consider possiole mensures which mi~rht ovarcome

these ohatacleg. lookine firat at $he preniem of ovnonl franchiga restristions

Fal

vad thab of the efficiency of indistry fivcated Ly dwvarsaas canital ar ntitizing
wyapseas Lecbmolagy 1L woatl apasear tpnt o devalopiam oantrans wold henefis
from ndanting a4 salectiye nolicy w1 Tn regard Lo croreenn sy tmart and tachnn-
“oave Such oa nolioy would be hased on the wur3iion of 2Affic earr, v lamiity
2 pesoaraes ard would nay particalar ntiartina ta arpirt naotanta 1.

DA, fpe polician of various oo iatries with regacs 4o imaortad *achnclopy and
nanit-1, are odasically lvidel into khrea ouns. Te tirst croun, 'hich
Cpelades Trasi oo Miembia, anieavours to eshanlish limits to ine ramt ttancas
aggoniaied ith imnartad cayital and techrolamo, L macoad oroup, netadinge
gush coun.ries as "L, Tengav and Vaneonelay do2s ant reatriet canital antry
or remittances. ha thord e, mainte Japar ad “sra2t, asntrols the antry
of capital ~nd  te~hnolory bul does ot rastrich remitnncags.

L Tt is useful to axamine some of ‘ra characteristisra of the polisv adopted
y countries ir this last rToun. Tv "apan Yirconte avmeonsnts sn 1l the entry of
casital muset be apnroved by *h: povernmzalbl and approval .s rly iranted 1T no
adverse offa~ts are antininated 4o she overol' lavelyomant ~f thae ‘ananese
sconomy, particularly in regard o the halance Af nawmants and the Jdeveloomant
5 imnortant indusiries. inctner requirament .o tha* the iavel of royalties
must be in arcordance vith th2 value of trr I ansad tashnolozy. 1 f annroval

ig eiven there are no reatrictions on ramittancas oF profits.

58, In the case of 'srasl it ia 11V~aral to tormlate a tooancs asreemant
without tha apprcval of the government z2.d thig aporoval is nnly given after

L LMUL O ot g R Akt bon o e pesd Do e ra S T AR SR
rarely does the Tsrasly government questiion the, Lavel Hf roviltine,and remittantes

are withomt reatrictions. An interestine rharstteriatbie of

this policy 1s that

vhan a sontract i3 not ~ongi tered < F hamefri to tne sverall Teraeli economy, the
royalties are limited ind mast e epadited 5o 2 spaaial bank ancoant or p'oughad
hack 1nto tha “graely eronimy. douever, thr remiotanc? of rovalties is permitted
Wwitnout remiri ~tica 1t the resiltaniy product 18 ernorund,  The remtiance of pro-

fits from ovarsaas tnvestments ‘s ol paatr.~ted L f the 1nvagtment 18 apnroved.,

Arprova) 18 erantedl 11 4 the inves.ment LS direcrted %o the nroduction £2ciors

(rgidered plratoesonle ¥ af At 1oas:y "7 € the natpat of the erternrise is to

be axported; ) .f 1t covers a serenin level of import sabstitiation; d) if it creates

amployment in Aevelcpman' areas.
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